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Mr CHATRMAN: Now, I shall put
the motion. The question is:
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“That an Address be presented to
the President in the following
terms:—

“That the Members o¢f Rajya
Sabha assembled 'm this session
are deeply grateful to the Presi~
dent for the Address which he has
been p'easced to deliver to both
the Houses of Parliament assem-
bled together on the 13th April.
1962'.”

The motion was adopted.

Mr CHAIRMAN: The House stands
adjourned till 2-30 pm.

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

The House reassembled after lunch
at half-past two of the clock, THE
Vice-CHAIRMAN (Surr M P.
BHARGAVA) 1n the Chair.

THE BUDGET (GENERAL), 1962-

63—continued

Surr ROHIT M. DAVE (Gujarat)
Mr. Vice-Chairman, Sir, we are dis-
cussing today the Budget (General)
proposals which seek to put an extra
burden of Rs 71.7 crores in the full
year on the community, nearly 40 per
cent of which 1s 1n the form of direct
taxes and 60 per cent 1n the form
of mdirect taxes These taxation pro-
posa's have been defended by the hon
Finance Minister on chiefly two
grounds, firstly that according to the
Third Five Year Plan the nation has
committed 1tself to raising vast re-
sources through taxation and, there-
fore, it 1s our duty to levy taxation
with a view to mobilising resources
i order to make the Thirg Plan a
success. He has defended his taxation
proposals, secondly, on the ground that
a study 1 his Ministry has convinced
him that the overall effect of the taxa-
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tion proposals in recent years has been
progressive In the sense that a larger
burden falls on those families whose
expenditure is higher rather than on
those whose expenditure 13 compara-
tively low. In considering these two
justifications for the Budget proposals.
I am sure, Sir, the House will admit
that we wil] have to go a bit deeper
in order to appreciate fully the im-
plications of the arguments with
regard to the proposals before us.

Sir, the Third Five Year Plan talks
of mobilisation of resources, but it
also talks of the rate of development,
the rate of rise in national income,
the rate of rise in industrial produc-
tion and agricultural production and
so many other things. Therefore, we
cannot take only one aspect of resour-
ces mobilisation without also taking
into consideration the other aspects of
the rise in national i1ncome and the
general health of the economy.

From the Economuc Survey, which
has been supplied to us, we find that
the health of our economy 1s not so
sound as it ought to be. The national
income 1s not risng at a rate as 1t
was envisaged during the Third Plan
period.  Agricultural production is
showing mixed trends On the one
hand, as far as cereals, jute produc-
tion and sugar-cane are concerned,
there 1s an 1ncrease, while on the otner
hand, as far ay pulses, cotton and cer-
tain other commodities are concerned,
there 1s stagnation

Sir, looking to the varous figures
that have been given in the Econom.c
Survey, one 1s inclined to think lhat
the rise 1n agricultural production in
certain th'ngs 1s due to extensive
acreage rather than an 1ncrease 1n
productivity in agriculture as a result
of planned development. The Piine
Mm ster this morning told us that one
of the factors on which depended the
revolutionisation of our soclety and
our economy wag electricity gonerz -
tion. But we fing that electricity
generation is actually falling during
the last two years instead of rwsing
and this has posed considerable d-ffi-
culty to industrial concerns to make
full use of their installed capacity.
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The transport bottleneck 1s fairly
well known and has been discussed
1n this House quite often The short-
age of raw materials 1s also coming
mn the way of the full utilisation of
mstalled capacity and the total re-
sult of all these various handicaps
from which the industry 1s suffering
1s that the rate of rise ;n 1ndustnal
production 15 not to the extent as
envisaged during the Third Plan, and
in gpite of heavy investment of capi-
ta}, the ratio 1s hovering round 5 per
cent
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Sir the price situation 1s equally
disturbing For some time it looked
as if we had reached the era of sta-
bilisation of prices, but agan distur-
bing factors appeared on the scene
and we find that we will have to
exert ourselves much more and de-
vise effective measures for regulation
and control before we can hope to
keep the price situation under cont-
rol Unemployment 1s mounting up
and we have not been able to gene-
rate enough employment opportuni-
t es to provide even for those people
who are entering the labour market
today perhaps, to the extent envisa-
ged during the Third Plan

The pownt that T want to make 1s
that 1t 18 not quite justifiable to take
only one aspect of the Third Plan
period, namely, the exigencies of
capital mobilisation out of the con-
text of the general economic situa-
tion 1n the country When we are,
therefore making this huge tax
effort we will have to apply our
mind with equal seriousness 1f not
more to see that the income genera-
tion in the community 1s as great
ag 1s envisaged so that the savings
and 1nvestments could be effective
without disturbing unnecessarily the
consumption pattern in the commu-
nity

Sir, the Finance Minister has divid-
ed his tax burden this year 1n the
ratio of 40 per cent 60 per cent, 40
per cent bemng through direct taxa-
tion and 60 per cent through indirect
taxation I would have wished that
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he had reversed the ratio and that he
would have taken 60 per cent ouf of
direct taxation and not more than 40
per cent through indirect taxation
When, Sir, I say this, 1t 15 every time
argued that 1t 15 the duty of every
citizen 1n this country to bear the bur-
den of development, to make neces-
sary sacrifices and to see that we are
able to reach what 1s known as the
take-off stage as early as possib'e [
fully appreciate this argument, but
at the same time I think the House
would agree with me that the burden
has to fall primarily on these who are
most able to bear it

Sir, the 5 per cent rise in the cor-
porate tax has been made much of by
the industrialists in this country and
they somehow have gone to the extent
of saying that this taxation measure 1s
anti-capital, that 1t will not result 1n
capital formation, as 1s desired, and 1s
unnecessary for the community

Whenever there 1s any tax on
corporations, this cry 1s raised and
this cry 1s always belied by what the
industrialists themselves have claimed
to be the ser itive barometer to find
out the climate for capital formation
I mean the stock exchanges This
time the stock exchanges have reacted
quite favourably to the Budget pro-
posals ag a whole, which clearly
shows that whatever else may be the
merit of the present Budget proposals,
1t 15 certainly not anti-capital Last
year also the stock markets boomed
up after the taxation proposals were
announced This time though they
were a little hesitant at first ulti-
mately I think they have realised that
there 1s nothing wrong with the taxa-
tion proposalg and they are now menl-
ly mounting up This 1s quite natural,
becau e there are so many benefits
and advantages in our economy today
that 1t 1s not difficult for the corporate
sector to absorb a small rise of five
per cent in the corporation tax which
has been proposed by the hon
Finance Minister The economy of the
nation today 1s more or less a closed
economy because due to the lack of
external flnances, imports have been
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virtually prohibited. There is a lot of
planning in the country which makes
risk-bearing rather unlikely and
because of the regulation of the
economy, internal competition is also
not very great. The risk-bearing
capacity, which is claimed by the
industrialists, really forgetting large
profits and large vyields on their
investment, is almost non-existent in
our economy today. Our markets are
expanding very fast and the money
generated is much more than the
production of commodities, with the
result that there are shortageg in
almost every commodity. As a result
of this, it should not be difficult for
the industrialists to absorb the small
rise of five per cent. in the corporate
tax. I would go a step further and
request the hon. Finance Minister to
examine the possibility, if not this
year, the next, of having a further
graduated taxation on the companies.
I have got before me certain
disturbing figures regarding the
dividends which have been declared
by what are known as the leaders in
dividend performance. A recent
study by the economic experts has
shown that during the 1955-57 period
and 1958-59 period in respect of cotton
textiles, these leaders in dividend
performance gave dividends up to an
extent of 35 per cent, 25 per cent.,
23} per cent., 23 per cent. and 22
per cent. in 1955—57 and in 1958-59 the
percentages were 2634, 303, 263 and
21} As regards tea, the figures are
still more startling. One company
gave a dividend v©f 533 per cent.
another 50 per cent.,, a third 463
per cent. a fourth 36 2 per cent. and
a fifth 35 per cent. during 1955—57.
In the period 1958-59 the figures were
233 per cent, 32} per cent, 30 per
cent., 40 per cent. and 22} per cent. I
do not wish to tire the House by
citing all the various figures, but these
figures definitely show that there Iis
something wrong with our corporation
taxation and we have to take into
account the question of dividends that
are being declared by some of the
companies and obviously the profits
that they are making. It has also
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been found that the rate of dividends
is much higher than even the rate of
profits, as far as the averages are

concerned.  All these things should
make one ponder whether the time
has not come when a certain

graduated scale of taxation on com-
panies, on the lines of the graduated
scale of personal income-tax, hag not:
become necessary. I understand that
efficiency and competence have a large
part in determining the profits and the
capacity to declare dividends. But T
would most humbly submit that there
are other factors and more important
factors, fortuitous circumstances,.
windfall profits, which also play a
considerable role and they have to be
taken into consideration in determining
the tax structure in our country.

While the Finance Minister has
raised the percentage of taxation on
corporations by five per cent.,, he has
also given certain coneessionsg which
have been completely forgotten by
the industrialists who are crying so
vehemently against this particular tax
proposal. In the first place, there is
the exemption of export earnings.
Secondly, there is the reduction, by
five per cent. of the statutory
percentage of minimum distribution of
profits to enable the companies, in
which the public were not substan-
tially represented, to retain the same
percentage of profit as before.
This particular concession, to my
mind, is inexplicable. If one were to
examine the pattern of profit-making
by the public limited companies and
the private limited companies, it will
be found that the percentages of
profit that are earned by the private
limited companies are exorbitantly
very high. I see no reason why this
type of distinction should be made
between the public limited companies
and the private limited companies, in
order that it may be possible for a
private limited company to give the
same undistributed profits with them
as before. ~We know why private
limited companies are being formed
and for what purpose. On the one
hand. under the Company Law
Administration, we are trying to do
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to stop these private

limited companies being formed., The
Finance Minister himself in his
Budget speech has expressed the

desirability of making the ownership
of equity capital ag wide as possible,
which should certainly discourage
private  limited companies and
encourage public limited companies.

On the other hand a concession has
been given whereby the private
limited companies would be encourag-
ed and not the public limited ones.
Taxation measures ought to have
some relevance to the announcement
of policy which has been made, and
though that policy might be executed
in other ways, the taxation measures
should also help in the realisation of
the thing. When there is no justifica-
tion for this type of distinction
between the public limited companies
and private limited companies, the
taxation measures ought to see that
the policy is furthered even through
fiscal measures. 1 am aware of the
fact that it is not possible purely
through taxation measures to expand
the equity base of the various com-
panies. For that purpose more direct
interference by the Company Law
Administration would be necessary.
But as far as the taxation proposals
are concerned, they have also to
conform to the general policy.

Then there are other concessions
like cut in the rate of tax on
dividends received by companies. I
do not wish to say much on that.

Then, Sir, there is the question of
personal taxation. As far as personal
taxation is concerned, we Wwere
expecting some such type of revision
for a long time, because more than
once the view has been expressed
that, as far as the middle income
groups are concerned. the rate is
rather low in India and, therefore,
needs to be raised. At the same
time, Sir, I feel that the steep rise in
income-tax on the incomes that are
earned, say, between Rs. 6,000 and
Rs. 30,000 is up to a particular point
rather high. I would have wished that
as far as incomes between Rs. 6,000

. - |
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and Rs. 9,000 were concerned,
asg far as persons; earning

between Rs. 500 and Rs. 750 per month
were concerned, some concession was.
given and some consideration was
shown to them. At any rate I do not
wish to make it a special point of
argument, because I accept the
general view that every one has to
make his contribution, and that money
income is not the only reward which
one should expect when there is a
rapid development of the economy
and when social incentives shou d play
as large a part as economic incentives
in determining what amount of effort
we are prepared to put in in order to
see that the economy expands as fast
as possible.

Coming now to indirect taxation,
there are various motivations which .
have been enumerated. In some cases.
it is a question of curtailing internal
consumption, like the duty on tea. In
other cases it i3 a question of mopping
up undue profits as in the case of-
matches. Then there is the question
of tapping a rather lucrative source
of revenue, namely tobacco, and so on
and so forth. There is only one item
of indirect taxation to which I would
like to make a reference, and that is
with regard to the enhanced duty on
powerlooms. Now, Sir, I am not
prepared to accept the point of view
that powerlooms should not bear any
taxation or that, looking at the present
condition of these powerloomg there
is  absolutely no justification for
increased taxation on powerlooms. But
what I am objecting to is the fact that
there is no differential introduced
between the rates of duty on com-
posite mills and on powerlooms. On
the one hand we always argue that
we want the small man to come up,
that we want handlooms to be con-
verted into powerlooms, that we want
that as far as the textiles are concerned
decentralisation should b: the order of
the day, and that all attempts should
be made to see that the small man
is also able to contribute to the
production as far as consumer goods
are concerned, and on the other hand
we are arguing again and again



{General)
1962-63

[Shr: Rohit M Dave ]

regarding the various measures that
need to be taken in order to protect
small-scale industries, village mndus-
tries against the competition of the
large-scale sector who have the
advantage of scaled economies in their
favour When there was a chance of
seemng that there was some differential
between the duttes (hit are levied on
the powerlooms and those that are
levied on the composite mills, the
advantage of that opportunity was not
taken I know that these duties are
falling on superfine cloth or mill-
made cloth and to that extent the
consumers, who might have to pay
these taxes, will be 1n the middle and
upper middle group But even then,
as far as the question of protecting
the powerloom as agamst the mll
mndustry 1s concerned, that particular
aspect ought to have been taken note
of before determining the taxation
proposals.
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In this connection I would also like
to suggest that the powerlooms could
be put on a sound footing only 1if they
are made ndependent of compbosite
textile millg as far as possible  What
seems to be happening today is that
they are very much dependent upon
these very composite mills for their
yarn requirements and also for the
various processes through which the
textiles have to go, namely, bleaching,
dyeing, etc Because these power-
looms have to depend upon these
composite mills for these essential pro-
cesses that have to be pertormed
before the textiles become marketable,
they are at a disadvantage and they
would be at a disadvantage looking at
what competition there 15 in the
modern  world Therefore  some
attempt should be made to see that
they get bleaching, processing and
other facilities independently of the
composite mills, so that 1t may be
possib'le for them not to depend so
much upon their own competitors but
to stand on their own legs

Sir, we have got g fairly heavy dose
of taxation this year, and last year
also we had rather a heavy dose. The
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hon. Finance Minister had said in hig
speech that last year the additional
taxation was likely to bring in Rs. 450
crores. On that calculation this year's
taxation during the next four years
should bring in another Rs 300
crores, which would bring the total to
Rs 750 crores out of the Rs 1100
crores which he attempts to collect
One wonders why m the
very first two years of the Third
Plan, when there are shortfalls in the
economy and when the economy is
sort of recuperating after the short-
falls and bottle-necks that developed
during the Second Plan period, such
a heavy dose of taxatien is imposed
on the community Onge explanation
seems to be that the State Govern-
ments have not made any sizable
independent efforts on their own and,
therefore, the Centre 15 trying to
make good what the States have fail-
ed to do Another explanaton seems
to be that our borrowing
programme and the pro-
gramme of collecting re-
sources through small savings have
not been up to expectations and,
therefore, 1t 1s desirable that more
money should be taken out of taxa-
tion  But to my mund, a still more
important reason 3eems to be that
the public sector undertakings which
are expected to contribute as much
as Rs 450 crores during the Third
Plan period are not likely to achieve
thewr targets It 1s very difficult to
find out exactly what contribution
they have already made 1n two years
because we have not got all the
necessary data from which it could be
calculated what exactly 1s that con-
tribution in  the development and
what was expected of them But
there are reasons to believe that the
public  sector undertakings have
fallen far short of the expectations of
the planners, and perhaps that may
be one more reason why such a heavy
dose of taxation has been administer-
ed to the community Whatever that
may be, once taxation is before us, we
at least expect the Government to see
that they make the best use of every
rupee that they compulsorily collect
from the people Calculation shows

3 rmMm
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that there 1s an increase of nearly 27
per cent n expenditure during the
last two years ang this expenditure
15 mounting more and more The
argument advanced agamnst this parti-
calar eriticism 1s that in the develop-
mental stage 1t 15 absolutely neces-
sary that such expenditure would
1i15€ When the public sector 1s
expanding, when the Government 1s
undertaking heavie: and heavier
responsibilities, 1t 1s but natural that
the expenditure should mount I
accept the genera]l basis of that argu-
ment But I would like to point out
that when expenditure on this scale
1s undertaken, 1t should give some
return But from the figures that
have been given in “An Economic
Classification of the Central Govern-
ment Budget for 1962-63”, we find
certain undesirable trends On page
8 1n paragraph 18, 1t has been stated—
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“Of the final outlays of Rs 1074
crores 1n 1962-63 as much as Rs
481 crores or 45 per cent 1s budget-
ed for gross capital formation by
the Central Government This 18
Rs 91 crores higher than the
revised estimates for 1961-62 and
Rs 170 ciores higher than the
actuals in 1960-61"

What thig classtfication fails to
point out 1s that if one were to take
the percentages of the gross capital
formation to the final outlay, one
finds that in 1960-61 accounts 1t was
454 per cent, in 1961-62 1t was 4262
per cent and in 1962-63 1t will be of

the order of 447 per cent and
whether that would be realised or
not, one does not know  There

seems to be a general tendency of
the percentage of gross capital for-
mation to the final outlay to fall It
1s this aspect which 1s rather distur-

bing One may 1ncrease the
expenditure but once the expen-
diture 18 1ncrease, a sizedble

percentage of that should be in the
form of a permanent capital formation
out of which more mncomes could be
generated and which would become
the capital of the nation To the
extent that this percentage 1s falling,
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there are dangers, and these dangers
hive to be avoided

Sir, the country has realised the
fact that during the next five years,
1t will have to make considerable
Sacrifices in  order that economic
development might take place at e
rate which has been envisaged But
the country expects of the Govern-
ment that while proposing the various
tax burdens on the community, they
would also accept the responsibility
Which lies on their shoulders to see
that the burdens are such as would
be borne by the community and that
as a result of the governmental acti-
Vities ang  esvecially the fiscal
Mmeasures windfall profits do not go
Into the pockets of the few, that the
Price-line 1s properly held, that the
various policy considerations that
underhe the taxation proposals are
Tealised and that admmistrative
Mmachinery ;s created in order to see
that these policies are actually realis-
ed rather than just enumerated in the
Budget speech

Sir, I thank you

Sert M GOVINDA REDDY
(Mysore) Mi Vice-Chairman, Su, I
welcome the Budget proposals It 1s
Neither easy nor enviable to balance
the Budget even in a country or in
countries which have buoyant econo-
mies, and to balance the Budget of
an under-developed country which
hag been mmpoverished for centuries
and to find resources to match the
massive needs of a planned economy
15, as the House can very well appre-
Ciate, a very hard job and I think
that when we go through the details
of the proposals and study the
circumstances under which those pro-
Posals have come to be framed, we
cannot but express our appreciation
ot the way in which the Finance
Minister has marshalled these things
with ability Therefore, I congra-
tulate him on behalf of the House for
the very able way in which he has
Piloted the finances of this couniry

There hag been some criticism of
this Budget, particularly from that
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quarter from which always criticism
comes, whatever be the merits or
demerits of a Budget. The criticism
has been that the revenues have been
regularly and deliberately underesti-
mated and that the expenditure,
again, has been very regularly and
deliberately overestimated. The
honesty of the fiscal policies is ques-
tioned. There has also been a criticism
of several items of the taxation pro-
posals. I will come to meet that

criticism later on, R

I must say, Sir, that the
‘has been very well received
almost all quarters excepting this
one particular sector. The reception
that hag been accorded to the Budget
is very well expressed in the words
of the President of the Bombay Stock
Exchange. I am quoting him—

Budget
from

“The Finance Minister has struck
the golden mean between too much
taxation and too much deficit fin-
ance, both of which could be infla-

tionary under the present circum-
-stances.”

"Well, this is not an exaggerated
appreciation, this is a very apt appre-
ciation, There is ong factor in which
the Finance Minister has belied all
expectations. Considering the fact
that he had to cover in the earlier
Budget a revenue gap of Rs. 63—1/2
~erores and an overall deficit of Rs. 147
~erores, considering also the fact that
dearness allowance wag sanctioneq to
the low-paid employees—it had to be
provided for—and also considering
~the fact that the defence needs were
increasing and the Plan’s needs were
increasing, the whols country  was
expecting a large dose of taxation of
Rs. 80 crores. Even knowledgeable
-eircles were expecting that taxation
would not be anything less than
Rs. 80 crores. But the Finance Minis-
ter has belied this expectation,
although it is a welcome disappoint-
ment, and the taxation has been
limited to Rs. 717 crores. There i3
also another very surprising thing,

and I appreciate the ingenious way
in which he has brought in Rs. 15
crores from  the profits of the
Currency Fund to the revenues and
thereby avoiding an increase in the
tax burden to that extent. The Rs. 16
crores that I was referring to came
from the profits of coinage outstand-
ing in Suspense Account,

Sir, the Economic Survey to which
my hon. friend Mr. Dave was refer-
ring neither gives a rosy picture nor
a gloomy picture. In fact it is a
statement of fact, and I was surprised
1o hear my hon, friend saying that
the increase in agricultura] produc-
tion claimed therein is not real, is not
correct, and that the increase in
power production also is not correct.
I am surprised that coming as it does
from a knowledgeable Member of this
House like Mr. Dave, he should have
made this gtatement. I cannot place
my fingers now on the particular
portion of the statistics, but I have
gone through the Economic Survey
and some of the charts and graphs
given there. It is true, Sir, that agri-
cultural production in some items of
foodgrains is low, whereag in others
it is high. But taking the overall
situation of agricultural production,

agricultural production has really
increased, and so also, Sir, power
production. There are these factg to

belie the argument advanced by my
hon, friend. Crores and crores of
rupees have been spent on agricul-
ture, by giving them  jmproved
techniques, by providing them with
improved types of warehouses, by
giving them marketing facilities and
co-operative credit, and also giving
them improved equipment and  all
that, Where has all this money gone?
My hon. friend cannot contend that it
could not have produced anything,
Considering also the fact that various
irrigation schemes have come into
use and also that more and more
acreage has come under cultivation,
food production must have increas-
ed—it is ordinary common  sense
point of view. It is true that because
of some climatic conditiong and some
difficulties, such as caused by
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droughts and the like in some parts,
agricultural production has fallen
there, and that too only in particular
commodities, but the over-all agricul-
‘tura] production has increased, as
claimed in 1960-61, by 81 per cent.,
and if we take from January to
October in 1981, industrial production

also has risen by 76 per cent. The
new mechanical and electrical
engineering industries’ output also

‘has risen, Steel output has risen from
2:2 million tons in 1960 to about 29
million tons in 1961. There have
been increases also in sugar, coal,
cement, tea, coffee and chemicals. So,
the picture that is presented in the
Economic Survey is by no means dis-
appointing. It is a  satisfcatory
picture giving us the trend as to how
the developing economy is proceed-
ing. With suitable fiscal and mone-
tary policies, Sir, supply and demand
with regard to the various commodi-
ties have been balanced during the
last financial year and in the previous
year. The Reserve Bank has pursued
a very sound policy of restraining
credit in the interests of capital
formation, particularly in the public
sector. While this was so, Sir, one
could realize the difficulties under
which the Finance Ministry has
worked during the year gone by and
has been able to meet the very
adverse circumstances which it had to
face, when the following circum-
stances are taken into account.

Sir, at the beginning of the Second
plan we had sterling resources of
the value of only Rs. 746 crores, and

at the beginning of the Third
Plan they dwindled to Rs. 136
crores and by July, 1961, they

went down to Rs. 98 crores, and that
was the first year of the Third Plan.
By that time our negotiations for ex-
ternal assistance were not completed,
but then various commitments had to
be met, and so the International Mone-
tary Fund had to be drawn on to the
extent of Rs, 119 crores—it was in
last August, In spite of all this, Sir
we had a good balance of pavm-nts |
position; our exports had a-counted
for Rs, 665 crores in 1961-62—that was
|
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an increase of 5 per cent. aver the
level of the last year of the Second
Plan. There was also a decrease in
imperts in 1961. Cons.dering the in-
crease in exports and the decrease in
imports the balance of payments
postion was really favourable to us,
but the invisibles, which are repay-
ments of loans and interest—the loans
which we have borrowed from foreign
countries—and then the foreign ex-
change sanctioned for travel and mis-
cellaneous remittances, all these things
did not give us the advantage of this
favourable balance of payments posi-
tion, and we could not resort to short-
term loans, because short-term loans
carry very heavy interest, and we at
this stage of our economy are not in
a position to afford that heavy interest.
Although the position was so difficult
to deal with still friendly foreign
countries have appreciated the situa-
tion, have appreciated the right road
on which our economy is proceeding
and our difficulties, and they have
come to our aid, and foreign assistance
has been received by us in several
ways, We have received , sizable
loans from the International Develop-
ment Association, These loans are al-
most free of interest and they are re-
payable over a period of 50 yeats.
Then we  have received also
developmenta)l assistance from the
U.S.A. repayable in rupees and
not in dollars. There is also the
loan assistance received from the new
U.S. Aid Agency which is repayable
in dollars but over long periods. The
Soviet Union and other East European
countries have come forward to give
us assistance at low rates of jnterest,
and they have done another service
to us. They have been purchasing
Indian goods in order to enable us to
repay these loans. And there have
been some grants from Canada. The
Federal Republic of Germany has
given us loans with lowered interest
charges and for the recent loans and”
also for the previous loans the instal-
ments to repay them have been en-
hanced, The UK. has not only increas-
ed it; level of assistance but has also
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given us longer instalments Similarly,
Japan also has given us assistance
With the estimated external assistance
of Rs 2600 crores and with the
balance in hand which we hag at the
commencement of the Third Plan—of
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Rs 700 crores—and with the World
Bank Consortlum  assistance of Rs
4,100 crores, we have been able to

cover our power projects fully There-
fore I want here my hon friend, Mr
Rohit Dave, to note that there 1s no
tear of our power potential decreas-
ing We have also been able to covel
to half extent the needs

Surt ROHIT M DAVE I did not
say so I said that power production
wag short of the demand for 1t I did
not say that power production was de-
creasing It was increasing in absowute
terms, but not in relative terms com-
pared to the demangd for it

Surt M GOVINDA REDDY 1
agree, the demand 1s great, that 1s
undisputed, and we cannot, for some
txme to come, cope up with the full
demand of the country

As 1 was saying, we have been able
to cover these industries to the ex-
tent of half their needs, and they are
oil, railways, ports, shipping, coal
and manufacturing industries

Although we were labouring under
these dlfﬁcultxes, we have been gble to
render full aigd to other countries
coming under the Colombo Plan And
wa have given technical assistance to
some other countries, like the African
countries, and also helped Cambodia
1n her Mekong River Project

For all the assistance that these
foreign countries have given us at a
very critical time, and on such a
hberal scale, on behalf of the Hou e—
I dare say the House will agree with
me—I extend to them our gratitude
Sr, with regard to the raising of re-
sources, there are the ordinary sug-
gestions of curtailing civil expenditure
and effecting economies 1n ¢fficient
execution of projects, all that sort of
thing I am not going into them be-
<ause they are commonly known
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In small savings, which 1s one of
the pillars on which our economy
rests ang which gives scope fou
mvestment and consequently to pro-
duction, there has been a notable
decrease 1p collections I think about
Rs 185 crores were to bz raised in
the first year of the Plan, and as
expectations are-—it 1s not very hope-
ful—I do not think even Rs 80
crores can be raised The [Fmance
Minister suggested in his speech toat
the Government are consideling
steps to be taken for increasing this
work of collection of smal] savings
He has also requested our (o-
operation I would ke him to
outline the ways in which Members
of Parliament can assist the Finance
Mmistry 1n this regard, and I dare
say every Member will be very
willing to assist 1n this matter

About exports, Sir it 1s very
encouraging to note that several of
our engineermg ndustries are now
earning forelgn exchange They arein
a position to export machinery to
our neighbour.ng countries But now
there 1s this incieased danger that
we aie facing If Britam joins the
European Common Market, would we
lose the favourable tariff position
that we have®” And if we lose that
favourable tariff position, would we
be able to earn from exports? Would
we have the same advantageous
position to obtain export earnings?
That 15 a position, Sir, which I want
the Finance Minister to enlarge upon
i his reply

Now, Sir, I will come to the taxa-
tion proposals The taxation propo-
sals have been crniticised i various
ways Ag I am running short of fime
I do not want to state all the
eriticismz One of the criticisms is that
the total taxation recoveries have
exceeded by Rs 500 crores over the
Plan target and that sort of thing
Then there 1s the criticism on ndivi-
dual items of taxation The particular
sector, as I said 1n the beginning, that
has taken exception to direct taxation.
15 the corporate sector Sir, thig is &
thing which was expected Even If
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there was no taxation levy on the cor-
porate sector, even if they went en-
tirely tax-free, they would not have
spared it from criticism. Then they
would have come forward with the
criticism that the Finance Minister
had not given them due protection;
they would have even claimed pro-
tection. While the direct taxation is
not much, as hon. Mr. Dave said, 1
agree with him in every point that he
made with regard to the tax on cor-
porate bodies and companies,

Sir, the other criticism is that the
Mudaliar Committee recommendations
have not been accepted. Well, this
criticism is not at all justified inas-
much as the Finance Minister has
given tax relief to earnings on export,
export duty on tea and such other
things.

The other thing which has bcen
seriously taken exception to is the
taxing of capital gains earned from
accrual. This, I think is a /very
healthy measure, and I congratulate
the Finance Minister for taking it
up because of the fact that small
brokers indulge in heavy speculation.
They make gains and they suffer also
losses. If they make gaing it is
better that they should be taxed. But
it is healthier to restrain them from
indulging in that speculation. Now,
these brokers will have to switch
over hereafter to speculation through
companies, The companies are
corporate  bodies, and  whatever
earnings are made they will go to
the company and, therefore, many of
these individuals, I think, will be
saved from ruin by this taxation.
Hence it is a very healthy measure.

l

About personal taxation, I agree
with Mr, Dave that there is a little
hardship on people who have an
income of Rs. 5,000 and more, up to
Rs. 20,000 per year. I looked into
one exambple in this regard. Accord-
ing to the new schedule pro-
posed, the income-tax on a per-
son who earns more than Rs. 5,000
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up to Rs. 20 000 will be almost double.
It comes to 2% times which looks to
be a very great hardship considering
the fact that Rs, 20,000 is not a very
heavy income per year, particularly
in these days when money value has
gone down. It looks g little hard on
these people, The income tax above
Rs, 20,000 remaing unchanged, There
is no tax below Rs. 5,000. Above
Rs. 20,000 the postition is the same.

Tue MINISTER ofF FINANCE (SHRX
Morartt R, Desar): Much higher.

Surt M. GOVINDA REDDY: Much
higher, that is true but there is an in-
vidious difference—I should not say
“invidious”—but there is this exagge-
rateq difference of income-tax because
he has to pay double the tax than the
man whose income is Rs. 4,000 or Rs.
5,000 per annum, That appears to be
a hardship and I would like him to re-
consider that position,

Sir, he has abolished the Expendi-
ture-tax. The grounds of doing away
with the Expenditure-tax is that there
is no significant income from this item
and, therefore, the object of levying
that expenditure was not fulfilled,
namely, restraining consumption and
alsp checking what might be called the
conspicuous spending by some people.
Well, I must confess, Sir, and 1 ask
the pardon of the Finance Minister
that this reasoning does not convince
me, because it was well known that
Expenditure-tax would not yield any
significant income. It was known
when Prof. Kaldor proposed that and
it was on his recommendation that
this tax was imposed. If was known
that it would not yield much and it
was also known that it would not res-
train expenditure to a very great ex-
tent. In our s:ciety, we know, the
rich people spend a lot and when they
spend a lot and when they are asked
to account for it, it becomes very
difficult for them to account for the
expenditure unless they have earned it
lawlully. They will have to show some
source of earning this expenditure, I
admit that this is a link in a chain
of taxes, It would have helped the
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authorities to trace the source of the
money that is spent? If the Govern-
nent haq found out the illegal ways
in which the money has been earned,
it would have been very helpfu] in
checking tax evasion. I do not
know how this tax has been gone
away with when he, for instance, argu-
ed on the floor of the House in favour
of tax imposed on some of the small
items last year for instance, tax im-
posed on items like kerosene oil, chew.
ing tobacco, matches, etc. The Finance
Minister argued that the little return
was no criterion for doing away with
this tax, But here the very opposite
argument is advanced. I want to
know if he can satisfy me, whether
doing away with this tax is at all
justified. It would have had z very
good hold on the black marketeers
and the black market money. It would
have given the Government revenues
for the State and at the same time it
would have prevented leakages of
profit. I do not know why such an
advantage is lost. Of course, I am not
against its abolition completely, but I
want to be convinced of the reason.

Sir, I agree with Mr. Dave in the
criticism he made about our pubiic
undertakings. We  have invested
about Rs. 700 crores in these under-
takings by the end, of 1961-62 and the
profit from them is calculated to be
Rs. 2'5 crores, or only 0-36 per cent,
That is much too little. The question
is whether these public undertakings
should not be made to yield more
profit. They must and I am glad the
hon. the Finance Minister is also
aware of it and he has mentioned it
in his speech. oL b eTm

Next, I have to speak on two or
fhree points connected with the State
of Mysore and some other States and
1 crave your indulgence for a few
minubes more.

Tur VICE-CHAIRMAN (S#rr M. P.
BHARCAVA): Carry on.

Sm M. GOVINDA REDDY: The
States were given loans up to Rs. 409
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crores and in the current year they
come to Rs. 469 crores, In the
Budget year the figure will be Rs. 453
crores. In addition to that we have
to give a sum of Rs. 30 crores as
ad hoc loans to four States to clear
their overdrafts with the Reserve
Bank during the Second Plan period.
There is also an item of assistance to
the States amounting to Rs. 405 crores.
Now, the States themselves had to
raise Rs. 600 crores of additicnal
taxes for the Plan period. I do not
know if the Finance Minister iz con-
fident that the States will be in a
position to raise this much by addi-
tional taxes. I am mentioning this
fact not only because of my appre-
hension that the States will not be
able to fulfil their commitments to-
wards the Plan outlay, but also to
know whether the Centre can hope
to recover from the States interest
regularly on the loans given to them.

The other subject I would like to
touch upon is the socialistic pattern
of society. It is eight years since
the party gave a mandate to the Gov-
ernment to reach this goal I do
understand that we cannot have a
socialistic pattern overnight.

Sarr BHUPESH GUPTA (West
Bengal): That is the greatest joke on
earth.

Surr M. GOVINDA REDDY: But
there should be some expectation
that this socialistic pattern of society
would be realised within a definite
time. According to the measures
that we have taken now, it iz only
the high Tncome-tax, the Super-tax,
the Wealth-tax and the Gift-tax that
are expected to bring down the dis-
parities in the levels of incomes. I
doubt whether even in half a cenbury,
these measures will be able to reduce
the disparities in incomes,

Sarr BHUPESH GUPTA: No, not
in a thousand years.

Sert M. GOVINDA REDDY: 1
would request my hon. friend not to
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disturb me. Sir, during the clection

campaign many questioned me as to
what we had done in that regard. I
do not know. The Finance Minister
is gifted with more powers of con-
vincing people and he has also more
experience, but I do not know whe-
ther he was able to convince the
people. I was not able to convince
them. When this question was put
to me as to what were the measures
that we had taken in thig direction,
I could only repeat these taxes that
I mentioned just now and they asked
me; How long will it take you to
realise this goal of a socialistic pattern
of society by these means? Therefore,
Sir, there must be some method for
reaching this goal of a socialistic
pattern of society in definite stages
and within g limited period. Other-
wise, there is a lot of scepticism in
the public mind and I do not think—
I am exaggerating it if I say that it
has become the joke of the street.
Therefore, with all the earnestness at
my command I would appeal to the
hon. Finance Minister to persuade his
colleagues in the Cabinet to have a
bias to achieve the socialistic pattern
of society and to devise ways and
means of achieving it. |

Surt MORARJI R. DESAI: I can-
not accept the inference that there is
not that bias now.

Surr M. GOVINDA REDDY: I am
glad that the hon. the Finance Minis-
ter has said that there is that bias.
1f there is this bias, Sir, then this bias
itself will show them the ways and
means of achieving this goal and how
to adopt those ways and means.

There is another thing that is
happening. Slowly and silently and
inexorably, society is re-classifying
itself, Now, the poorer people have
got their labour associations and they
earn fairly good wages and other
benefits. There are so many bene-
ficial measures for them in the shape
of minimum wage bonus and so on.
T cannot say that their incomes are
véry decent, but they are above
want. Then there are the rich people

I
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who, in spite of our measures, remain
rich. Although they give low income
returns, we see them enjoying all the
luxuries and we see them going about
here and there and abroad every-
where and spending money. I do not
think they are poor. The trouble is
only with the middle classes, the
middle classes with fixed incomes.
They are committed to maintain a
hundred pretences of being in a res-
pectable society and they are the
people who are really hard-pressed.
Can we not devise some method, some
means, by which we can go to the
relief of these middle class people?
You cannot expect them to go as
wage-earners or as factory workers.
That is too much. I do not say that
there is anything wrong in going as
a wage-earner or a factory worker.
But in the present sfructure of our
society we cannot expect them to go
as factory workers., Moreover, there
are many dependents on one male
member of the family. All the same,
we know that a strong middle class
is the back bone of the society. It is
they who care for law and order. It
is they who inspire a sense of secu-
rity in the public mind. It would bhe
advisable for the Government to
seriously think of relieving the diffi-
culties of these middle class people,
these people with fixed incomes.

Next, T have to speak a few words
concerning my own State of Mysore.
I will give up the other things that
I wanted to say. I have to plead
with the hon, the Finance Minister
for relief for Mysore State. He knows
that Mysore State has been the pio-
neer State in the matter of power
production. We have got our power
units. But the demand is increasing.
Although the demands were increas=
ing, Mysore was generous enough to
give power to Andhra when it was
part of the Madras State then, and
also to Bombay. Now, industries have
increased in that State and the popu-
lation too has increased and so the
demand for power has increased. The
Sharavati second stage
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Surt MORARJI R. DESAI: May I
say that there was no generosity on
the Mysore side in gwing power to
Bombay State? Bombay was generous
to give all the machinery to Mysore.

SHRI M. GOVINDA REDDY: I shall
give up the claim to generosity. But
it is true that they gave powcer to
Bombay., The Sharavati Hydel pro-
ject is to cost Rs. 43 crores and power
has not yet come from it. Under the
proposal the Mysore Government has
amount of foreign exchange will be
required, but the Planning Com-
mission ig unwilling to sanction it.
to spend in instalments on some ther-
mal units for which a very small

Tge DEPUTY MINISTER 1N THE
MINISTRY or FINANCE (SHrI B. R.
Buaacar): Not a small amount but
Rs 80 lakhs.

Surt M. GOVINDA REDDY: Rs. 80
lakhs is not much, considering the s'ze
of the State, considering its needs
and the utility of the project. I would,
therefore, request the hon. the Fin-
ance Minister to persuade the Plan-
ning Commission to agree to this sum
and to himself sanotion it.

The only other thing that I want to
say is that a steel plant project should
be sanctioned for Mysore State, My-
sore has got very good iron ore and
in plenty. It was the pioneer State
in the matter of the steel industry.
It was Sir M. Visveswarayya of rever-
ed memory who first dreamt of this
industry and he it was who started
the first iron and steel project in
Mysore. When he started the work
there, he had to face great obstacles.
The British Viceroy was not willing
to give permission. The Resident in
the State was against it. But with
ell that he fought on and started the
project and at last succeeded. He had
to bear the brunt of public ecriticism
also, because for a long time this pro-
ject could not pay. But in the end
it did prove a blessing to Mysore.
Now, as I said, there is rich iron ore
in Mysore. The only difficulty plead-
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ed so long was the lack of power.
Now that lignite has been found that
difficulty is no longer there. At least,
Sir, in the name of that great maa,
Sir M. Visveswarayya, who did so
much service to the country, it would
be fitting, at least as a memorial to
that great man, to sanction a steel
project 4o Mysore. So, I very humb-
ly and earnestly pray that this steel
project—for Mysore State may be
sanctioned. Thank you, Sir, for the
indulgence shown to me.

Sarr BHUPESH GUPTA: I would

like to ask one question, The hon.
Member in his speech
Surr DAHYABHAI V. PATEL

(Gujarat) : Future Minister.

Surr BHUPESH GUPTA: He is
unfortunately not a Minister,

The hon. Member said that the Con-
gress Party had given a mandate to
the Government to go forward in
building socialism and then, in the
course of the same speech, he said
that when the voters asked him, he
could mot define socialism or somes
thing.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Mr. Bhupesh Gupta, you
will have your chance to speak.
Mr. Kumaran.

SHrr M. GOVINDA REDDY: In-
stead of taking the time of the House,
let the hon. Member meet me in the
Lobby and then I will explain,

SHr P, K. KUMARAN (Andhra
Pradesh): Mr. Vice-Chairman, the
general observations on the Budget
by our Party will be placed before
the House by our Party Leader. I
will confine myself to one or two
current problems which are facing
Andhra Pradesh,

[THE DEPUTY CHAIRMAN in the Chair¥

However, I must mention that the
hon. Finance Minister has prescribed
three medicines—tightening of the
belt, expansion of exports and restrie-
tion of imports for all the ills of the
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country. Towards this end, he has
proposed a series of mew taxes. The
majority of these taxes are indirect
taxes which will weigh heavily on
the poor masses and they will play
havoc with the lives of the poor pec-
ple in the couniry. I do note that the
impact of public criticism especially
during the last General Elections has
forced even Shri Morarji Desai to
increase the direot taxes on >orpora-
tions and companies to a certain ex-
tent but I doubt whether these taxes
will be realised because our tradition
has been to promote evasion of these
direct taxes to a large extent. The
taxes which will be collected and
which are always collected more than
desired are the indirect taxes. I will
give you one example. A tax has
been imposed on match boxes because
at 5 nP. the dealer is having a loss
and at 6 nP. he is making a marginal
profit which is more than intended.
I do not know whether the Minister
knows that we are already paying
7 nP. for a match box of 50 pieces.
Like this, take any article. Instead
of the profit being mopped up, the
profit has gone up and the pocket of
the poor consumer is affected. All
the taxes will cnly help to tighten
up and impose more severe cuts on
the consumption of the poor necple.
I have also not understood, if social-
ism is our aim, why the foreign ex-
change position which we are seeking
to improve should accrue in the pri-
vate sector and not in the public

sector. r

Coming to important problems, re-
cently there has been an imposition
of a power cut in Andhra Pradesh.
This imposition cf a power ~ut will
mean stoppage of all expansion in an
already backward State; this will
also mean under-utilisation of the
existing capacity and already, many
small industries are on the verge of
closure. The Federation of the Indian
Chambers of Commerce has recentily
proposed the opening of several
thermal plants, There was a propo-
sa] some time back to construct
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thermal plants in Hyderabad and
Visakhapatnam and an amount of
three crores of rupees was required
for this purpose, If this amount had
been sanctioned in time and if these
thermal] plants could have been instal-
led and commissioned, the present cut
could have been avoided. Even now,
the supply of power in Andhra Pra-
desh is not sufficient and due to lack
of supply of power, coal production
in the Singareni colleries is suffering
already. The Third Plan allocation is
5 per cent. which is very low because
the population of Andhra itself is 8
per cent. of the country. Andhra
Pradesh is a backward State and the
per capita income is only Rs. 231 while
the Indian average is more than Rs.
265. Hence, I hope that the Finance
Minister will see to it that the finances
necessary for starting new thermal
plants are sanctioned. It was report-
ed that Czechoslovakia had offered to
supply small plants for constructing a
6,000 k.w power producing plant.
Poland was also reported to have
offereq to construct new plants, and
why these offers were not accepted, 1
do not understand. The other day,
when a question was put in regard to
the power cut to the Minister in the
Lok Sabha, the Minister replied that
only after the river water problem is
solved the question of sanctioning
foreign exchange could be considered.
This is the unfortunate position today.
I hope that the position will be re-
considered asg the industries in the
State are going to suffer much which
means retrenchment of workers and
consequent suffering.

The Rayalaseema area in Andhra is
a backward area and the area is
affecteq by chronic famine. During
the last fifty years the question of
this famine was noticed by the Gov-
ernment and a Development Board
was also appointed but nothing has
come out of al] this. Although it is
the second lowest area in India go far
ag rainfall is concerned—the average
is just 23 or less than 20 and it is next
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only to Rajasthan so far as low rain-
fall is concerned—no effort has been
made so far to improve the irrigation
potentials of the area. The Tunga-
bhadra Project wag starteq in 1945
but so far even the first part has not
been completed. The second stage
hag not yet been sanctioned. Unless
thig is sanctioned, irrigation cannot be
undertaken.

Surr N, SRI RAMA REDDY
(Mysore): The Tungabhadra Project
was completed long ago,

SHrr P. K. KUMARAN: I am talking
of the high level canal. That area is
well known for its mineral resources
like gold, diamond, asbestos, etc. A
geolog.cal survey of the area has to be
ordered so that the possibility of iap-
ping these resources can be examined
and the area can also be industrialised
as soon as possible. Every year, it is
a regular feature in that area for ail
the young men in the villages to mig-
rate to places far away from these
areas in search of jobs. A geological
survey for locating spots for sinking
tube wells hag also got to be conduct-
ed because unless this is done other
parts of Rayalaseema which cannot
be covered by this proposed canal
scheme cannot be irrigated, In the
absence of such irrigation facilities, the
area cannot be develaped. In that
area, in Kurnool and in places around
Gooty_~Guntakal, high quality iron
ore is available in large quantities
and this ore is being exported through
Madras and Bombay to Japan. It
should be examined whether a steel
plant cannot be set up in this area
because that will provide occupation
for the large number of people who
are not able to sustain themselves

from the meagre income which they -

get from cultivation.

Madam, the development of the
State has been impeded due to lack
of transport. For a number of years
the people of the State has been
demanding new railway lines but
their demands for years together have
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gone unnoticed by the Government. If
sufficient funds are sanctioned, new
lines can be constructed which will in
turn help the development of the
area. With these words, I resume my
seat.

Surt  KHANDUBHAI K. DESAIL
(Gujarat): Madam Deputy Chair-
man, I rise to support whole-hearted-
ly the Budget proposals placed before
Parliament, Going through the Eco-
nomic Survey which the Finance Min-
ister placed before us in March jn
correlation with the progress that the
country has made in the last ten
years, we find that as far as the eco-
nomic health of the couniry is con-
cerned, the Finance Minister has plac-
ed Dbefore the country a really
buoyant picture, not with the help of
slogans or any doctrinaire phraseo-
logy, but he has placed before us a
picture which is really healthy, Let
us see whether that economic health
of the country has come about all of
a sudden or whether it has been
brought about in a planned way. We
have seen that during the last ten
vears the country’s capacity to invest
has gone up in public sector from
about Rs. 200 crores in the First Five
Year Plan to about Rs. 800 crores in
the Third Plan. That means that our
capacity has been built up during the
last ten years to the extent of about
four times. That itself shows the
economic growth of the country which
has been brought about by democra-
tic process without any regimentation
and without any unnecessary hard-
ship being imposed on the people.
That itself, I believe, is an achieve-
ment of which any nation, any pat-
riot, can be proud. Of course, every-
body has made his or her contribu-
tion towards this development. Some
parties in the countiry are prone to
look at the problems with black glass-
es. I would urge upon them to look
at the economic health of the country
with clean glasses. As the Prime
Minister said this morning, let us
look at the whole picture which we
have built up along with democratie
government in a balanced way. No-
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body can claim that everything has
gone in the correct way but I must say
without any fear of contradiction that
during the last 15 years of our inde-
pendence, ang particularly during
the last ten years of our planning, we
have more or less reached up to 80
per cent. of our expectations. ‘That
itself is no small achievement, If the
economy of the country is looked at
from this point of view you will find
there is buoyancy and there is energy
and initiative in our people. But
those people who criticise negatively
do not realise that they bring about
demoralisation of the people by pre-
senting g picture which is not correct.
Therefore, it should be jooked at from

the point of view of a balanced appre-
ciation.

In the Review which the Finance
Minister placed before us he has said
that production during the last ten
years has gone up. The national
wealth has gone by a little more than
40 per cent.; agricultural production
has gone up by about 45 per cent. and
industrial production has nearly been
doubled. When industrial production
has been doubled, when agricultural
production has gone up by about 50
per cent. including cash crops which
are raw materials for our industries, is
it not an achievement? I do not want
to tire the House with figures of
phenomenal rise in production with
regard to cotton, jute, oilseeds and
last but not the least, foodgrains. It
is a well known fact that food pro-
duction has gone up during the last
ten years by about 50 per cent. It has
gone up from 52 million tons to near-
1y 80 million tons, Now, it is pointed
out that there is one dark spot
in this picture and that is, people say
that prices have gone up. Particularly,
in the Second Five Year Plan period it
has gone up by nearly 30 per cent.
It is true but let us correlate these
prices with the production. Most of
the increase in prices has benefited
the largest section of our society that
is, the agriculturists who are nearly
80 per cent. of our people. Fifty per
cent, of the total wealth of the coun-
try eomes out from agricultural pro-
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duction and the rise in Prices has
definitely benefiteq the agricultural
Population whom every party in this
House would like to raise up from the
sub-standard level, Therefore, at the
most it can be said that the economy
years has shifted a little towards bet-
Years has shifted a little towards bet-
tering the lot of the agricultural
classes. When we talk of higher prices
let us look at them from a different
angle. Fortunately, during  the last
six months prices have been stabilis-
ed and there has not been any appreci-
able rise in prices, Now, do those
people who in this House and in the
other House call upon the Finance
Minister to reduce the prices—of
course, prices can be reduced—realise
that if you want to reduce the prices
you have to take action to reduce the
prices of agricultural commodities be-
cause that is the basis of our
whole  economy? During the
last couple of years the national eco.
nomy has adjusted itself to the cur-
rent prices. Any attempt either
through fiscal measures or through
bank measures to clamp down the
prices of the basic raw materials or
agricultural commodities will again
disturb the economy which has stabi-
lized. So, the attempt during the cur-
rent Plan period, as well as during the
next Plan period, will be to stabilise
prices at the current level. I think
that may be the most realistic and
practical approach to the problem.

4 P,

Then, there are sections of society
which are suffering because of the
rise in prices, What should be done
for them? When I say sections of
society, I mean the middle classes,
where the family income is anywhere
between Rs, 100 and Rs. 500 a month.
That is the class which requires a
little nursing with regard to the
prices. How that can be done is also
an economic problem before the coun.
try. That can be done either by giv-
ing them free medieal aid—it is pro-
posed to extend it in the Third Five
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Year Plan—or by giving them free
education, including books and other
equipment for education It 1s true
that educational facilities has con-
siderably developed during the last
two Plans More secondary schools
have been opened More colleges have
been opened 1 need not go into the
figures because they are already given
and they are there for anybody to
read Ome fact 1s that there were
about 225 lakh children attending
school about ten years back It has
gone up to 440 lakh children Pro-
portionately, more students have gone
up to study in colleges and univer-
sities They take their degrees from
the science colleges, engineering colle-
ges and art colleges But then when
they come out for employment the
private enterprise people exploit
them They do not give them the
oropel minimum basic  salary In
order to equip these young men
Fovernments both at the Central and
State levels, have spent anywhere
trom Rs 8,000 to Rs 10,000, in order
to make a child go up to the higher
standards  That 1s, you are making
1 sort of present of a trained, educat-
sd young man to the private entei-
orise for exploitation So, I think now
the time has come to review 1t After
going through the Plans, when a firm
economic foundation has been laid,
when 1ndustrial expansion has taken
place, when basic ndustries have
begun to play theiwr part, when most
of the essential things which we re-
guire in the country are being manu-
factured in our country and when we
are becoming more and moie free,
day by day, from foreign imports,
now the time has come for seeing that
the money, which we spend on equip-
ping our young men for playing their
part in the future economy of the
country 1s accounted for Our young
men should be treated properly both
by private enterprise as well as by
public enterprise That 1s, a basic
minimum of Rs 250 per month below
which no graduate or academically
gualified man shall get, should be laid
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down Now, that 1s a suggestion which
I would throw for the consideration
of the Government That 1s how you
can deal with the problem of the
middle classes The other day one

young, bright man saw me There is
something called a pool of foreign-
returned people They are being

paid anywhere from Rs 350 to Rs 500
and about 300 such young people are
hanging on to the pool The public
enterprises go on recruiting people
from their own pools Now, what are
these people to do? It must be made
mcumbent upon all our public sector
undertakings to get their quota filled
from these 300 people who are already
recruited and to whom the Govern-
ment 1s paying out money That money
1s being spent If they are not allow.
ed an economic activities, they will
get demoralised Some of these
people would even think of going
back to America or Germany from
where they have come here That 1s
also a problem which requires Gov-
ernment’s consideration I may
suggest that mn this particular res-
pect these young men should be
allotted as apprentices 1o about fifty
or sixty concerns, which the Gov-
einment has Here there are appren-
tices ;n Delhi doing nothing Let
them be assigned to various public
sectol units, so that they can get pro-
per ftraming

Madam, some people have made a
sort of crificism, whether we are go-
ing towards a socialist society Soci-
alist soclety 1s not a slogan or a doc-
trine with the Congress As the
Prime Minister said this mormng
very aptly, it cannot be built 1n a day
It has to be worked out It means
production and then the production
should be distributed equitably To
the question whether that process has
begun, I would very humbly reply
that the process has begun It may
not have gone to the zame extent as
some of us desire To the question
whether we are going towards <hat
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pattern or not, the answer is that we
are going towards that pattern. What-
ever one may say, there is no going
back. The road has been clearly
“laid by the Congress, by this Govern-
ment and in our Plans. Somebody
asked whether there wag a bias, The
‘bias will be there, I believe it is al-
ready there and it can be seen, I
would like to say, from the current
_year’s taxation proposals. I see a ray
«of light, Not only that. I see that the
taxation proposals have been very
wisely thought out. The Corporation
“Tax has gone up by five per cent.
If you take the profits into account,
it is really ten per cent. or a little
‘more than ten per cent. “Then there
are changes jn the Capital-Gains Tax
‘Speculation will be curbed, If pro-
fits are made during the current
year, they will be taxable according
to the personal income-tax laws, If it
is more than a year, then 25 per cent.
or 30 pe:s cent. will be taxed by way
of capital gains which the treasury
will collect. I think this is a far-
reaching proposal and it will work
out well. What I say is that the struc-
ture of taxation has been well laid.
Then, there is one other aspect, viz,
the personal income-tax has been
raised. The salaried people who have
to scope of evasion, either legal or il-
legal, have been given some relief;
that is, instead of 5 per cent. sur-
charge, it has been reduced to 24 per
cent. and some day if it is felt that
the hardship is great on the lower
middle class and poorer class people,
even that 23 per cent. surcharge will
go. I say that the structure is being
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1aid, the framework is being laid
from year to year. The financial
engineer will look into it.

Then there is the Wealth-tax

which has been raised this year, On
fresh investments as they were called
for five years there was a tax holiday.
It has been in my opinion taken away
rightly why? Because the rich people
—not the middle class people or the
.smal] people for whom ©people are
=ometimes feeling—have got good
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attorneys and lawyers at their dispo-
sal to find out legal loopholes so that
they can go on accumulating wealth.
Very rich people go on investing their
accumulated wealth every three or
four or five years in new undertakings
and the whole of their wealth from
year to year, from period to period,
goes on without any tax. Somebody
has invested money and has got all
the advantage for the first five years.
Then it goes into new undertakings
where it is tax-free, and there is no
capital gains tax or Wealth-tax. Now,
with the Wealth-tax and Capital-
Gains tax I think this particular le-
gal loophole that was open has been
plugged. That is the aspect which
must be considered by all in a cumu-
lative way.

Then, I  also
rationalization of
because during  the last ten
years  excise duties have gone up,
as I used to say, terribly. From
Rs. 20 crores or Rs. 30 crores in the
beginning, it will now roughly go ug
to Rs, 600 crores. The indirect tax in
a poor country appears to be the
major source of revenue and it is
inevitable in our growing economy
That we should not forget. Even if
you take away al] the wealth of the
people in private enterprise, it will
not be able to finance a Plan of Rs.
7,600 crores, That must be under-
stood in a practical realistic way.
No doubt indirect tax is bound tc
play an important part. But as far as
indirect taxation is concerned, it has
gone on haphazardly. Thke time has
now come to rationalize ihe taxatior
which has been done this year parti-
cularly, I belive, in tobacco excise
and cloth excise. Now, who will pay?
The duties that have been imposec
on textiles and tobacco will fall or
the higher income group  people
Processing has been taxed at a little
higher rate. Who are in the highe
income group? Mostly a new class o
people who have come into existenc:
as a result of the development of ou:
country, people who are  gettin

welcome the
excise  duties
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monthly more than Rs. 500 in a mana.
gerial capacity in the commercial field
or who have been benefited by our
development, They have got to pay
for the development of the country
which has made it possible for them
to earn their money. They have got
to contribute to the Plan. Now ra-
tionalisation, as far as the powerlooms
are concerned, is also in the right
direction. I should think that all
the proposals that have been placed
before the House are worthy of con-
sideration and they should be accept-
ed as they are. Of course, here and
there criticisms are bound to be made,
and we are bound to get some opposi-
tion to proposals of any kind from
one section of society or another. “Let
my brothers pay, not me"—that is
why most of the people in the private
sector have raised a hue apd cry over
these taxation proposals. Why should
they? It is the economic policy of the
Government which .lhas made them
grow. That cow, as I would like to
put it, has been nursed and has
grown. It has got milk. Let the
country milk it now. It they allow
it to remain in the udder, it will burst
ang unhealth will follow. So it has
to be taken out from time to time
depending upon the needs of the
family.

1789 (General)

Now, a lot of encouragement is
left for the industry, both private and
public. They have got a very liberal
depreciation allowance. They say
that there is no incentive. There is
what is calleg a considerable develop-
ment rebate. What more incentive
do they want? They must share the
growth of profit with the Treasury
and, as I have said, with the staff
they are engaging who are coming
from the middle class.

Coming now to the working of the
public =ector, credit has been taken
for Rs. 450 crores as being the sur-
plus from the public sector in the
Third Plan. I have tried to see the

[ RAJYA SABHA]
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memorandum on the Budget regard-
ing this, but I am unable to make any
head or tail of it. It might be possible
they have put in somewhere, but I
have not been able to understand it. I
would request the Finance Minister
to place before this House from year
to year the consolidatedq results, in a
commercial way, of the working of all
the public sector undertakings,
because all investments have been
made out of the Consolidated Fund
in the form of capital to the compa-
nies or corporations or departmental
undertakings. From the memoran-
dum I find that for 1961 the profit
shown is Rs. 2 crores. For the next
vear also they say that the profit will
be about Rs, 2 crores. The total
investment in the next year is going
to be about Rs. 900 crores. Of course,
for the railways the investment will
be round about Rs, 1800 crores. I
would like the Finance Minister to
enlighten us whether the Rs, 450
crores that is being mentioned in the
Third Plan as surplus from the public
sector resources includes the interest
payable on the investment of Rs. 900
crores or it ig in addition to that. I
want to know whether it is the net
surplus  or whether depreciation,
development rebate, interest charges,
and so on, are included in that. I
tried to find out but I could not get it.

Madam, on the whole this year's
proposals are healthy. They are in
the right direction and they give us
an indication as to how the mind of
the Government is working. It is
true that all classes have not been
benefited equitably or equally, but it
is wrong to say, as some people are
in the habit of saying, that the rich
have grown richer and the poor have
become poorer. I do not think that in
this country anybody has become
poorer than what he wag ten or
twelve years back. He may not be
able to share things fully with others.
But everybody’s condition has im.
proved a little; i1 must improve fur-

ther. Ang as far as the rich are con-
cerned, they have become a little
richer. Now, the mechanism of tax—
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ation is being gradually worked out
to take money from them for public
purposes.

1791
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Lastly, there is one item about
which, I am sorry to say, I am not
able to convince the Finance Minister
or the Government, and that is my
proposal about the Excess Profit Tax.
1 may go on trying till the Govern-
ment convinces me or I convince the
Government of the rationale and logic
of the Excesg Profit Tax. It is being
said that it was an emergency mea~
sure. I admit that it was an emer-
gency measure which was thought of
during war period then the economy
was closed, when no import was possi-
ble, when there was scarcity, etc.
Therefore, everybody was out of pro-
duction, and people were making huge
profits. Some money must go to them,
either for conducting the war or for
looking after the people. I think that
an identical situation in a planned
economy exists because there is the
foreign exchange difficulty. So, there
is no import from outside. You can-
not have surplus production because
you have no foreign exchange. We
would like to economise as much as
possible the import of capital goods.
So, you live from hand to mouth.
Therefore, the idea is that when the
purchasing power goes on increasing,
you have to keep up production at
that level, and so, the prices are also
being fixed, either voluntarily as is
being done in the textile industry or
by the Coal Controller or the Gov-
ernment for coal, or for cement. It is
the Government that fixes the price.
Jeet us see how the prices are fixed.
The prices are fixed in such a way as
to keep production at an even level
That is, it must make it possible for
the marginal units also to produce,
and what are the resulis? The results
are that if there is a marginal factory
making Rs. 5 or Rs. 10 lakhs, a factory
of the same size at the fop makes a
crore of rupees. Now, that amount
of Rs. 1 crore which they make is it
out of their genius or just because of
our policy? That, in my opinion,
amounts to an unearned increment
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and that wunearned increment the
treasury and the Government and the
people have a right to share. In spite
of these taxation proposals, I think
that logically and rationally, as long
as the planned economy continues as
we would like it to continue, as long
as there are foreign exchange diffi-
culties, the Excess Profit Tax over a
particular item with a particular
minimum is the legitimate taxation.
Otherwise, what may happen is that
wealth at that level will go on increas-
ing. It will give an incentive ; more
and more incentives may hardly be
taken up by not having the excess
profit. Because of the policy and eco-
nomy of the country—a planned eco=-
nomy—and the requirements of sup-
ply and because of prices being fixed
at the marginal level a sort of demo-
ralisation has come. They do not care
whether they use their intellect or
not. The money is bound to grow
because they are fixed prices. There-
fore, Madam, I would humbly request
the Finance Minister to apply the
collective mind of the Finance Minis-
try to find out the rationale or logic
of what I have said as regards the
excess profit.

Madam, T have done, and before:
concluding, I would like to pay my
compliments to the Finance Minister
for placing before us a Jlucid and
understandable Budget this year.

off T W@ ("I W) ¢
I AEIE, 188383 AT
S g9E gAR AT ATAT R IEF A
& it et 7 el sFR A F7 A 39
ATATHAT KT 1€ 3 ) 7 TaAr Fwwa g
fF = st W F 91 a9 gER
qtA &1 PR 8 9 At AT AeeAq
g fF 3@ a7 ey & feig &1
F1E A 78 @t | g S
f& gar =ifgd fF SYemmee &
& I qT T FT W[ FART 78 W
oo 7 & g9R % | FFewwe &)
@ 8 99 TOET BT ST HIALT 510
ag gfte T@ e AT A H T A€ 2 |
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qi AAF & Prar a7 @0 ar s
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g 7% 3§ 5 gAR W § Wewr
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UF a9 F Ig TS FAT AT
gHF wiram § gves par & fv @
TI 9 Y H I qE F 59 AT
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qF QU A FT a4% § | 7 g4ar T
g Bp 7g U Q& <y § 5% fF oog &
W& QI FEAT AT A gH O afed
AT FT——FT AT TFY & TP qgd——
R reas & wivad qor frges
faem st w2 3 wv®T

ar § AT IZ AT FE (7 57 TF
gT wadr Wil gEa T @F AR
MR WA i dar g @ & o7
T FT AT G FT JI91 FT T4 F4A
qq aF g AIN T AT AT J4AT
=r{gd A0 adf F AET |

§ UF AT B AH qq99g (KT
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F 7 rar AT At FAR W A W
SEAr § 9g 9@ gAAT ¥ Iar A
I3T Wi ALY O1ET | TE T AT ¥ AR gATL
[T FT Fasd wI g qfgg fw
Fg waax F1 faem, g9 qqr qEA
Fr a0s fasq &7 & a1 ¥ )
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FX § ag7 @ 7 wwwar g 0¥ g fadT
g IITAT AIEH( FT WHL AL FqF
g AW &0 f@e wT I R,
atfire framt & fosr 9@t § AR
g gromaw ForE w1 frer s 3
at fa=r dar @9 {wd g sam wiww
T I I5ET W1 gEar &, Jar fw
ITGAT & FH7 WY qWT TG T AHATE
7% fawa $g FoF ATH g & AL T ar
WA I § fF aam § g F e
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oY | FfFq o fr| IF7C F AR 3
¥ & gfow a1 @ ¢ o= I o9
FSMT & FITTZT AR &, Tr30%e Friaar
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@ 2, 3T 39 71 gw fAwmm Y
feadr Iafqy $T 4% g 9 919 929 &1
ARHT AT qAFAT § | FAAT L ALY, TH
faser & @ # A" AW
¥ 53 ad agy feaEr fast 977 %1
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¥ o1 St g fF gaw feAer 3afa &
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faarz <A g7 faz=g &Y 97 wrew
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TUEAT T & | F I Jg FIT T84T
z fF 3 7 W) AwEr wiw T Al
™ ). ...

THE DEPUTY CHAIRMAN: Please
wind up,
5t TR @@ . .. Jeqr 3¢

39%1 qasq fa=re w1 =Anfey w7 08
2GAT AT fF O Fouam FX fF o
&Y A TS FT WGA ITH qHA § AT IIH
qAHA A7 F TAT TAT ACHT HiwAYTT
FLa g1 o971 qform fagasar ag a1 w8y
FR1 AT TFAT fF F1| F71 75 2097 59
AT T AL AFAT g 7 Al ATAATEE
g, FfEa o a0 FAIT THG v
feqgTe 1% § FHT OF  HEH I9-
fega a& &7 g@T A 7 ] A7 fgA
g1 FE AET AT FF FLF HIAT WA
AT FTATE |

Tae DEPUTY CHAIRMAN: The
House stands adjourned till 11 am.
tomorrow.

The House then adjourned at
five of the clock till eleven of
the clock on Friday, the 4th
May, 1962,



