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MR. CHAIRMAN: My dear friend, I tell
you that yesterday Mr. Gopala Reddi was
answering on behalf of the Minister of Steel,
Mines and Fuel who was not here. Therefore
he did not wish to commit him and so he kept
quiet. That does not mean there is any
suggestion or implication.

SHRI BHUPESH GUPTA: Now, Sir, I have
not said, I have not accused Mr. Gopala
Reddi. You are quite right.

MR. CHAIRMAN: Iam merely ...

SHrRI BHUPESH GUPTA: Mr. Gopala
Reddi could have given a stronger answer;
that is a different matter. I am drawing your
attention to the newspapers which have used
this question in this manner. Mr. Khobaragade
only made an enquiry. Suppose I ask the
Home Minister whether Mr. Khobaragade had
stolen my purse, is it not making an allega-
tion?

MR. CHAIRMAN: That is all right.

SHrt BHUPESH GUPTA: It was not an
allegation that Mr. Khobaragade made. It was
an enquiry, but then the newspapers make it
look as if Parliament is saying this thing, that
the Russians are giving money to the
Communist Party.

MR. CHAIRMAN: We now take up the
Budget.

SHRI BHUPESH GUPTA: I hope you will
consider.

THE BUDGET, (GENERAL) 1960-81 —
GENERAL DISCUSSION

SHRI J. V. K. VALLABHARAO (Andhra
Pradesh): Mr. Chairman, Sir, before I venture
to speak on these taxation proposals of the
Government, [ think I would be failing

2600

in my duty if I do not refer in this connection
to the fact that this is a Budget that is
presented in the fourth year of the Second Five
Year Plan, and this is a Budget that is
presented on the eve of launching a bigger
Third Five Year Plan, and naturally one would
expect of the Government and its spokesman,
the Finance Minister, to present to the country
the achievements of the Government in
relation to the promises it had made at the time
of launching the two Five Year Plans. Sir, the
country expects a balance-sheet from the hon.
the Finance Minister because day in and day
out we hear members of the Government and
also the leaders of political parties they
represent asking for public co-operation and
sacrifice to carry out the development
programmes of the country. But it is a sad
commentary that the Finance Minister, in the
Economic Survey that he has given to us, and
also in his speech very eloquently admits the
fact that the cost of living has risen, prices are
shooting up, and unemployment is increasing.
Here and there we have industrial
development, but the country is still at the
mercy of foreign loans and foreign assistance
and it gloats over the fact that foreign private
investment is coming in a large measure—to
exploit us. 12 NoON

General Discussion

Sir, I am one of those who welcome the
objectives of the First and the Second Five
Year Plans. You are aware that my party in
this House has given its unqualified support to
certain aspects of the Second Five Year Plan,
especially the policy of industrialisation, the
policy of land reforms which are promised,
and the policy of state trading, etc. Now, we
are at a loss to know why not a word is said
about any of those things, as to what steps the
Government have taken to implement those
plans.

In this connection, it is very significant also
to note the attitude of the great patrons of big
business, the Press barons win day in and day
out
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attack the Prime Minister for his policy,
for the policies which he enunciates
especially about expansion of the public
sector for heavy industries, on land
reforms, co-operative farming and even
his great policy of non-alignment. Today
unanimously they come out and say that
it is a very great Budget, a sagacious one,
an intelligent one and a realistic one. That
makes us much more suspicious as to
why these sharks, which spare no effort
on their part to attack the Nagpur
Resolution of the Congress, to attack the
Prime Minister's foreign policy, to attack
the Industrial Policy Resolution, to attack
everything good that the Congress stood
for, today come out and say that they
support the Budget.

There is one single reason for their
doing so, namely that everything that the
Congress adopted since its Avadi Session
has been given a good-bye in this Budget.
Let us take these items one by one.

First, I come to the question of food.
The President in his Address and also the
Finance Minister in his Budget Speech,
said that in spite of the fact that there was
increase in production, we were still
suffering from food shortage. Prices are
shooting up. I wonder whether the Fi-
nance Minister or his colleagues are not
aware that the prices are shooting up in
spite of more food production and greater
import of foodgrains. That is because of
one single reason, namely, the grip of
hoarders and financial sharks on their
policies. They do not want you to move
an inch. You appointed a committee
which recommended that the State should
take up trade in foodgrains. Your own
organisation has gone through many
sessions and admitted that the basic issue
on the food front was to change in social
relations on the rural side, and also the
immediate necessity of land reforms. The
very social structure on the rural side has
got to be changed. There must be ceilings
on land. The peasant must have the
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initiative. He must have the right to own
the land. He must have the right to
improve the land. Then alone there will
be incentive. And above all, the State
must be prepared to give a price line and
accept it. Nothing about that is said
today.

General Discussion

Now, a strong and able Minister is put
in charge of the Food portfolio. He tells
the country. "I am going to import more
manures, more tractors, more of chemical
fertilisers, and added to that, I am going
to build a big food bank." With what?
With American surplus produce. The
country is permanently told to rely on P.
L. 480 for its development, for its
progress.

Sir, this is really a very distressing
picture. We on this side, and I am sure
many hon. Members on the other side
also, agree that unless and until the
Government is firm with regard to the
question of ceilings and the question of
State trading in food-grains, not an inch
will advance in the matter of solving the
food problem. Sir, some of my friends,
on the other side, and even the
Government at State levels, may tell us
that they are now trying to bring in
legislation with regard to land reforms.
But, it is a well-known fact that land re-
forms are delayed and when Bills are
introduced, ceiling on land is fixed in
such a way that the status quo is
maintained.

An erstwhile Minister of this Gov-
ernment, now an hon. Member of the Lok
Sabha, has reviewed recently in one of
the Government publications, Yojona, the
whole state of affairs. While reviewing
the two reports— one of the U. N.
Committee and the other of the Ford
Foundation—he said that everything is
done to keep the status quo. Not even an
inch has advanced of the so-called
development—irrigation facilities, dams
and all other things. They are nothing but
extra expenditure. It has not reached the
common man. It is not reaching the
peasantry because of
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[Shri J. V. K. Vallabharao] some lacunae
here and there. Defective arrangement is
stopping the real advantages, delaying
advantages from flowing to trie peasantry. Sir,
one expected that the Finance Minister will be
bold enough to say that they were going to
deal with this aspect.

In connection with the Second Plan, the
Nagpur Session of the Congress said that by
the end of 1959 there would be land reforms
and the land would be in the hands of the pea-
sants. Later you had the Ooty Seminar and the
Planning Committee meeting at Chandigarh,
but things are si in a sorrowful state. This
aspect has been very surreptitiously evaded. |
think a decent and ceremonious burial is being
given to this idea of State trading in
foodgrains and the idea of making the tiller of
the land the owner of the land also, by the
Food Minister and this Government.

The second aspect that worries me most is
the question of industries. The industrial
policy of the Government is stated in the
Industrial Policy Resolution. Very long
speeches have been delivered, tripartite
meetings have been held, meetings of repre-
sentatives of all parties were convened, and
the country is made to believe that they are
going to develop the basic and key industries
in the public sector. They also demarcated cer-
tain industries that will never be given to the
private sector.

Sir, now comes the offer of the
Government that private foreign capital will
have better trading facilities and will have a
good return if it is invested in India.

In this connection, I would like to clear one
misapprehension which is likely to be created
because some of my friends would like to
equate foreign assistance and foreign loan
with foreign investment. I am not opposed to
foreign loan and foreign assistance for our
industrial development.
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Foreign loan or foreign assistance, from
whichever part of the world it comes, let it
come, but it should be operated by the State. It
should be controlled by the State and it should
go into the coffers of the State for the
development of our country. What I am
opposed to, and every nationalist who loves
the country's independent economy is
opposed to, is the investment of foreign
private capital invested in vital public sector
industries. We are deadly opposed to that.
Why?

General Discussion

The other day, Sardar K. M. Pani-kkar, a
learned Member of our House, mentioned the
role of the oil companies in the Middle East,
and how instead of the Government of the
Middle East controlling the oil companies, it
was the oil companies that dictated terms to
the Governments. And where did all this lead
to? It led to a serious crisis. Today the Middle
East is a trouble spot. And here in India, we
say "Come on, foreign investors. Get into
India. Here is oil for you. You can invest in
engineering firms. Come on. You can invest in
plantations and so on." You have thrown all
the vital sectors of your industry—chemicals,
drugs, . aluminium and mining—open to them.
You say, "You are welcome."

Sir, I would like hon. Members to just scan
through the pages of their own Congress
history and the various reports of the National
Planning Committee. At that time Pandit
Jawaharlal Nehru was not the Prime Minister
of India. He was the President of the National
Congress and they had report after report
wherein they stressed this point, namely, that
the economic penetration of these foreign
companies was mainly responsible for the
degrading economic condition of the Indian
masses. Today the Finance Minister comes
and tells us that country after country is com-
peting to help India. How? It is to exploit the
Indian masses and to export the profits earned
out of the suffering of the Indian masses. This
is really a sad commentary on the
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history of the Congress and the men who
represent the Congress here and because of
our past association, we feel ashamed that that
very organisation today has to come and tell
the nation to accept the crumbs of foreign aid
and ask the foreign investor to come and
invest in India so that we may have a mill here
or a mine there. Your worker here is going to
suffer and the profits will go to the foreign
countries. It is a serious aspect of economy
and I hope the Government and the members
of that party will just ponder over this aspect.

I would like to deal with another aspect,
namely, the Finance Minister's assessment of
the situation in the country. When one reads
his speech, one finds that in spite of rising
prices, in spite of food shortage, in spite of
growing unemployment, in spite of heavy
taxation on the common man and in spite of
heavy indebtedness to the foreign countries
outside, India is on the march to progress. Let
us see what is the position. After 12 years of
independence, with two Five Year Plans near-
ing completion, we are faced with a constant
food deficit, increased fond prices, ever
deepening foreign exchange crisis, perennial
cry of shortage of resources for the fulfilment
of our Plan targets, the crisis of export and fall
in the earnings, recurring cuts in imports,
some of which are very essential for the
growth of our industries, increasing
dependence and anxiously rushing in for
foreign aid and this time for private foreign
capital investment and added to all this, the
mounting burden of taxation. This is the
picture on the one side and on the other side
there are greater tax holidays for the
monopolistic concerns, Government laurels
for tax evaders, sometimes conferring of titles
on them and at the same time trying to
encourage them to build up and. tie up with
foreign monopolistic concerns. There is the
administrative set-up which, day in and day
out, is dragged down
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by corruption, nepotism and favouritism.
These are the factors. Do they lead to the
nation's progress or do they lead to the nation's
decadence? Are they signs of economic and
moral advancement or are they signs of the
awaiting debacle for us? One had to seriously
think over these. I do not want to dilate on
these because so many hon. Members on that
side, though they will not agree with me here,
I am sure, will agree with me outside because
when they go out, they know what the position
is and they know it if they happen to see the
people and ask them for their reaction . . .

General Discussion

SHRIMATI YASHODA REDDY (An-dhra
Pradesh): May be it is the other way round.
They may agree outside though they may
disagree here.

SHRr1J. V. K. VALLABHARAQO: If there is
something good, I will agree.

Sum BHUPESH GUPTA (West Bengal):
The hon. Lady Member agrees even in the
lobby. She does not have to go very far
outside.

SHri J. V. K. VALLABHARAO: This
aspect has to be considered. I want to present
this aspect because this picture is, though
distressing, is a reality and therefore the
survey presents a very wrong impression.

Another important thing is, the Finance
Minister has given us some more presents on
his birth-day by way of taxes. This time also,
as usual, the tax burden is increased on the
consumer, the common man. How? I will deal
with it later. Before I come to the taxation
proposals, I would ask the Minister and the
Government as to what has happened to the
recommendations of the Direct Taxation
Administration Enquiry Committee. Has he
taken into account the large arrears of
income-tax? What exactly is wrong with the
department? What steps have they taken?
The report stated that even
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[Shri J. V. K. Vallabharao.] in the year
1958-59, assessment of nearly 28:89 per cent,
of cases was not made and in the previous
year, that is in 1957-58, assessment of 32 per
cent, was not made. Now a total of Rs. 271
crores is remaining as arrears. This is not
Kaldor's report. This is the Government's
report, a report submitted by a Committee ap-
pointed by them to deal with the problem of
tax evasion and the Committee, in categorical
terms, stated that tax evasion is encouraged by
the Government's own offlcers~by the me-
thods they pursue to collect the tax. There is a
definite charge, but what happens? We got
independence 12 years back. Not a single tax-
evader has been prosecuted, not a single eva-
der has been convicted and even in eases
where an enterprising officer takes up the case
of a person, the higher-ups rush and make it a
marginal sum. Two years ago, if I remember
correctly, I made a statement on the floor of
the House about a particular concern about
evasion of income-tax and when some
Members wanted it, I gave the name also and
today I am told that the Income-tax Officer
who was responsible for it is at present the
financial adviser to that very concern in
Madhya Pradesh. Sir, you let loose these
financial sharks to evade taxes and exploit the
common man and you catch the common man
by taxing him, beginning from his match box
right up to the poor man's vehicle, the cycle.
Sir, this aspect the Finance Minister has got to
take into account. He owes it to the country to
say, " Here is the statement giving. the number
of cases prosecuted. Here is the amount we
have got. We are not going to allow them to go
away." But that is not done. What happens is
that these very people are given a tax-free holi-
day for two more years. This is something
which is a sad commentary on the state of our
finances.

THE MINISTER oF FINANCE (SHRI
MORARIJIR. DESAI) : Five years.
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MR. CHAIRMAN: He is content with two.

SHRI M. BASAVAPUNNAIAH (Andhra
Pradesh): The rest may be contributed by the
Government.

SHRI J. V. K. VALLABHARAO: Next, I
come to the question of the new taxes. Many
of the papers, with the exception, fortunately,
of a South Indian paper—The Hindu—have
very little comments on the taxes. All that
they seem to be worried about is that more
concessions are not given to big business, that
enough incentive is not being given to their
industry and trade. Sir, except the taxes on
motor vehicles and foreign liquors, every one
of the taxes, directly or indirectly, falls on the
consumer. Outwardly the taxes will appear to
be nothing But let us take them one by one.

Take the tax OH pig iron and the tax on tin
sheets, on aluminium. My friends, the big
manufacturers, will not be very much affected
by these small taxes, perhaps. But what hap-
pens today? Our country is just trying to build
up the engineering industry and this has
practically become a cottage industry today.
There are small workshops in Punjab, work-
shops in and around Calcutta and Howrah
district, workshops in other places also. All
these workshops are now manufacturing small
things which we are not importing today. In
some places even free-wheels are manu-
factured by. them. They also manufacture
small accessories for big industries. Now big
organisations are being set up to give
encouragement to the small-scale industries, to
the medium-scale industries and other such
small units for the promotion of which I think
Gandhiji spent his whole lifetime, writing
articles in his papers advocating small-scale
industries distributed in rural areas. But the
biggest axe has fallen on these very small
units. Take my own State. There, in
Rajahmundry, some thousands of aluminium
workers will be affected. There are small
employers
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employing fifteen to twenty men, making
utensils, the bartons for the poor man. These
will be hit because aluminium prices have
gone up and you cannot help it. But the big
manufacturer who' makes the stainless steel
vessels, he is not affected. Even pig iron gets a
tax on it. People cannot help using it. You ask
the clerk to pay Rs. 10 every year if he wants
to go on a cycle to his office or the Secretariat.

AN. HON. MEMBER: Every year Rs. 10?

SHRI M. BASAVAPUNNAIAH: If not ten,
have it as five.

SHRIJ. V. K. VALLABHARAO: Everyone
cannot afford to go in for a Raleigh green
model with the wages you pay—his cycle
requires replacement of parts which you
taxed.

SHri BHUPESH GUPTA: Mr. Morarji
brought his new Budget in a new car flown to
Delhi in order to advertise it.

SHRI J. V. K. VALLABHARAO: Whom
does the tax affect? These taxes affect the
engineering industry, these small-scale
industries, industries which are located in the
rural parts also, with a small number of
workers, trying to make things and supply
them at cheaper rates to the rural population.
These units get taxes put on them.

[MR. DEPUTY CHAIRMAN in the Chair.]

Take, then the tax on diesel oil. What does
it matter? It may be asked, well, the user will
have to pay two naye paise more for the bus
ticket he buys for going by bus. This the
owner of the bus will not pay. The owner of
the bus will only add that much on to the fare
that the common man will have to pay. So,
that is the position.

Take the case of the villager, the peasantry.
In some areas some five or
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six of them join together and have a motor for
working a rice  mill  or some such small
industrial unit. All these people will now have
to pay the increased tax. The cumulative
effect of all these taxes will be much higher,
because you have to add to these the sales tax
also in the various States, as The Hindu puts it.
So, what is the net result? The net resultis
that the quantum of taxation is doubled by the
time it comes to the consumer. But the
consumer is told, 'No, I don't touch your
purse. I only tax diesel oil, pig iron and a few
other things."  But ultimately you find that,
every one of the things you buy bears these
taxes. Sir, if one takes into account the
method of taxation followed in the budgets of

the past  twelve years, one finds that the
common aim of this Government is to  shift
the burden of the  economic  crisis, or

whatever you may call it, the crisis of the Plan
on to the shoulders of the common man,
and to make him starve, for you yourself
admit  that food prices are high, or make
him unemployed, because you yourself
say unemployment is on the increase.
Therefore, this Budget thatis presented to
us, and this economic survey that is given
today, should put all of us on the alert as to
the shape of things that areto comein the
Third Plan.

Sir, in this collection I would like to say one
thing about these foreign investments. I do not
want to go into many details and speak of the
types of investments and so on. I would only
like to draw the attention of the Government
and of hon. Members here to the case of
foreign oil companies in India. There was a
report of a cost accountant deputed by the
Government to enquire into the finances and
also to enquire into the quantum of profit
made by one single company—The Burmah
Shell Company, I think—and to report on it
and to ascertain the working cost. I do not
want to go into the details of that report,
because the Government is aware of them. I
only want to
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[ShriJ. V. K. Vallabharao.]

know whether the Government after reading
that report, after knowing how they cornered
the profits, how they increased the
emoluments of the managerial staff, how they
refused to show their accounts even to the
Government cost accountant, how they con-
cealed some of their production cost, like the
cost of grease and so on, and with all this
knowledge, the Government will be pleased to
tell us whether the cost accountant was wrong
or whether the foreign friends were in the
wrong. In spite of all these, why is the
Government throwing open the field of oil
exploration to these concerns? I do not object
to foreign collaboration of foreign loan or
assistance but why do you invite these
foreigners to invest, exploit and then capitalise
the profits? They take away the profits also.
Government owes an explanation in this
respect, if not in reply to our criticism but at
least in reply to the criticism made by Sardar
Panikkar. This is the economic side of the
situation.

We are faced with a still worse situation on
the political side. The very foundations of our
economic structure are now threatened. They
are not only threatening the very foundations
of our economic structure but they are also
attempting to scuttle the independent
economic development. From the other side
comes the Bishop of Trivandrum shaking the
very foundations of the secular democracy. He
threatens people with excommunication if
they voted this way or that way, if they
campaigned for this party or that. Where is the
President of India? Where is the Constitution?
Where is your secular State? Where are the
Fundamental Rights that have been guaranteed
to us? Are you bound by the Bishop of
Trivandrum's directions? Are we to be afraid
to make speeches here voicing our view point
because our wives and children are going to
be excommunicated by a Trivandrum bishop
or some Sankaracharya or some other Acharya
or bishops?
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MR. DEPUTY CHAIRMAN: You are on
the Budget?

SHr1 BHUPESH GUPTA: The House of
Commons practice is there. Any subject,
political or economic, can be discussed. There
is no bar to it whatsoever.

SHrI J. V. K. VALLABHARAO: I myself
am anxious to confine my speech to the
Budget but unfortunately in the Budget there
are allocations to various Ministries. Like the
other House, this House has no opportunity to
move cut motions in respect of the various
Ministries and it is only in the course of this
discussion that I can bring to the notice of the
House as well as of the country at large cer-
tain points which are a danger not only to our
economy but to the very foundations of
secular democracy. I hope patriots belonging
to all shades of opinion would ponder over
these danger signals that are being given by
vested interests not only in the economic
sphere but also in the political sphere.

MR. DEPUTY CHAIRMAN: There are 32
names on the Congress side. Time is strictly
allotted. Today, we will meet at 2 P.M. instead
of at 2-30 p.M. and tomorrow and the day
after there will be no lunch break.

SHrR1 BHUPESH GUPTA: I want to know
one thing, Sir. When would the Finance
Minister reply?

MRr. DEPUTY CHAIRMAN: Late in the
afternoon on Saturday.

SHR1 BHUPESH GUPTA: Can't it be on
Monday morning, Sir?

MR. DEPUTY CHAIRMAN: We will have
the Saturday and the Mini-ter will reply late in
the afternoon Each Member from the
Congress side will take fifteen minutes.

SHr1 J. S. BISHT (Uttar Pradesh): Mr.
Deputy Chairman, before examining the
Budget, we should try to place ourselves in
the situation in
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which a Finance Minister of the Government
of India would find himself in today in order
to be able to correctly appraise the situation.
It is very easy to criticise him theoretically for
the situation he finds himself in but I would
like my hon. friends to visualise how they
would act if they were placed in his position.
In a planned economy, the Planning
Commission fixes the budget in consultation
with the National Development Council . . .

SHrRI BHUPESH GUPTA: How would the
hon. Member have acted in that position?

SHrr J. S. BISHT: ... for the whole of the
five-year period. The Planning practically
fixes the budget for the five years and the
Report of the Planning Commission is
discussed and approved of by both the Houses
of Parliament. It is, therefore, wrong to put
too much burden on the Finance Minister
when he is merely mplementing the plans that
have already ben approved by Parliament.

Taxation is always very unpopular; nobody
wants to pay any tax. In fact, I would say that
if we can create money without taxing the
people, we would be the happiest of people on
earth but considering, as I said, the situation in
which the Finance Minister finds himself in,
that is to say, the rising costs, the increasing
expenditure on Defence and the desirability of
fulfilling the targets of the Second Five Year
Plan, he has to meet a very big deficit indeed.
In order to minimise the effect of that deficit,
he has come with taxation proposals which are
to cover only one-fourth, that is to say 25 per
cent, of the deficit which comes to about Rs.
23 crores. For this purpose he has selected
certain particular items. The hon. Member
who spoke before me laid emphasis on certain
industries which have been taxed, namely, the
engineering industries. I believe that is the
point which has been made by The Hindu of
Madras, that is, with regard to taxation on
aluminium, pig iron, internal combustion
engines and diesel oil-
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While it is true that the burden of these taxes
will fall ultimately on the consumer, yet you
have to decide as to in what form you are
going to take the money from the people.
Ultimately, it is the people who pay the
money. There are only two ways: Either you
tax the people or go in for what you have been
trying to do in the past for large-scale or heavy
doses of deficit financing, that is creating
money. Personally I have always stood for
taxation and that is why when the massive
effort was made by Shri T. T. Krishnama-
chari to have taxation on a very big scale |
wholeheartedly  supported those taxation
proposals and I still think that but for that
massive effort, the Second Five Year Plan
would have fallen short by more than a
thousand crores of rupees. There is no doubt
about that. So again, for that very reason, I
wholeheartedly support the proposals made by
the Finance Minister in order to tax certain
articles. You might have noticed that in the
last year's Budget itself, the F.'nance Minister
had said that there would be further taxation
so far as diesel oil was concerned. I would just
read out the relevant paragraph.

General Discussion

"Refined diesel oil was made subject to
duty in 1956 when a tax at 25 naye paise
per imperial gallon was leived. Although
the tax has since been raised to 80 naya
paise per imperial gallon, the consumption
of this commodity has been increasing
rather rapidly. The growing imbalance
between the internal production and
consumption of this commodity is causing a
considerable drain on the foreign exchange
resources of the country. I, therefore,
propose to raise the basic rate of duty by a
further 25 naya paise per imperial gallon.
This will bring in a revenue of Rs. 504
lakhs a year."

So, in view of the growing imbalance, as he
says, between internal production and
consumption and the drain on the foreign
exchange resources he has brought in this
particular additional tax.
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SHRIN. M. LINGAM (Madras): How does
it help stop the drain on foreign exchange?

SHRI J. S. BISHT: Diesel oil has to be
imported.

The hon. Minister has put in certain other
taxes, for instance, Rs. 200 per metric ton on
tin plates and tin sheets, Rs. 10 per metric ton
on pig iron, Rs. 500 per metric ton on alumi-
nium sheets and circles, Rs. 300 per metric
ton on aluminium ingots, 10 per cent, ad
valorem on internal combustion engines and
about Rs. 12 for each complete cycle. Now,
on this point the biggest objection has been
that it will affect the engineering industries. I
just do not know how it will affect the
enginereing industries because the demand for
those goods is increasing very fast and
whatever these people manufacture will
ultimately be passed on to the consumers of
those industries. And with all these new taxes
the maximum sum that the hon. the Finance
Minister expects to get is only about Rs. 23 to
Rs. 24 crores a year. As I was saying, this is
not a point about which we should raise any
great objection. The real point of objection is
that there should not be deficit financing on a
large scale because the difficulty is that in
deficit financing the prices rise and the very
consumer about whom my friend from the
Communist Benches was very solicitous is
very adversely affected. And in deficit
financing you really do not know how it will
affect the prices. I will quote an eminent
economist on this point. He says as follows:

"The masses are misled by pseudo-
experts that cheap money can make them
prosperous at no expense whatsoever. They
do not realise that investment can be
expanded only to the extent, that more
capital is accumulated by saving. They are
deceived by the fairy tales of monetary
cranks. Yet what counts in reality is not
fairy tales but people's
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conduct. If men are not prepared to save
more by cutting down their current
consumption, the means for a substantial
expansion of investment are lacking. These
means cannot be provided by printing bank
notes and by credit on the bank books."

That is quite clear and I will further add that
the science of economics is not interested—
true economics, not partisan economics—in
any particulai theory; that is to say, it
recognises neither an inflationary nor a
deflationary policy. It establishes only the
following truths:—

1. By adopting an inflationary or a
deflationary policy certain groups
are favoured at the expense of other
groups;

2. It is impossible to know in advance who
will be favoured. It depends on a
complex of the market data
involved.

3. Expansion results in misinvest-
ment of capital and over-con-
sumption. It leaves the nation as a
whole poorer.

4. It hurts those who are least
able to defend themselves.

And that way the habit of thrift which we
have inherited for generations together will
go. That was the experience of France; that
was the experience of Germany. It is for the
these reasons that this method of financing is
not to be preferred at all and that is exactly the
reason why I have always favoured the plan
of raising resources by taxation and by
borrowing. Therefore it does not lie in the
mouth of my hon. friend there to complain
that ultimately the consumer will have to pay
all these charges or imposts or taxes because
otherwise instead of getting these Rs. 25
crores by taxes, if we were to go in for
expansion of money by, say, Rs. 200 or Rs.
300 crores, the inflationary pressure will be so
great that that very poor  consumer,
especially
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in certain sectors where he cannot defend
himself, will be very adversely affected. The
Economic Survey itself realises this point. I
will quote from paragraph 50 where it says:

"From the indications of emerging trends
mentioned above, it follows that it will be
essential in the coming year to hold
inflationary pressures firmly in check and
to accelerate the effort to increase
production and savings. The level of prices
is already high, and the demands both for
consumption and for investment are
steadily on the increase. With the scope for
additional imports strictly limited because
of the low level of reserves, continuance or
resurgence of inflationary pressures is a
positive hindrance to the pursuit of
development with stability. A high degree
of discipline both in fiscal and in monetary
policies is essential not only for averting
further increases in prices in the immediate
future but also for maintaining conditions in
which the larger tasks of resource
mobilisation connected with the Third Plan
can confidently be taken in hand."

This is a very correct appreciation of the
position. It is with this view that the hon.
Finance Minister has thus faced the situation.
In fact, in the current year he has reduced
deficit financing to Rs. 190 crores against
what was provided in the Budget last year and
in the next year he has again cut it down to
Rs. 153 crores. In fact, I hope that with the
increased buoyancy that is shown in the
market it will be possible for him actually to
go in for no more than Rs. 110 crores of
deficit financing. With this I would make an
earnest appeal to him that we should start the
Third Five Year Plan with a clean slate so that
we find the funds for the whole Plan from our
own resources; that is to say, from our savings
which we should try to increase by all
means, fiscal and
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monetary, that are at our command. Coming
to the loans that we can raise by small
savings, I also welcome the new innovation,
that is, the introduction of prize bonds which
are likely to increase the small savings drive
in which we are engaged.

Here I may bring to your notice a point that
has been made that the increase in money
supply since the commencement of the
Second Plan has already been about 20 per
cent, and the rise in wholesale prices by about
20 per cent, since the commencement of the
Second Plan is indicative of the continuing
pressure within the economy. Therefore, it is
very rieht that the Survey has emphasized the
need for discipline in our consumption and in
our monetary oolicies.

As far as food articles are concerned, the
prices have gone up considerably. The
general index level is now about 119 as
agajnst 88 in July 1955. It was 118 in
December 1959 and now it is 119. Sir, our
national income has gone up from Rs. 10,480
crores in 1955-56 to about Rs. 11,570 crores
at constant prices which means that our
national income has gone up only roughly by
about Rs. 1,000 crores from 1955-56 to 1958-
59 and what I would appeal to the hon.
Minister is that there should be some
relationship between the increase in the
national income or increase in national
production and the increase in money supply.
There should be a definite proportion. It
should not increase to such an extent that
there is an imbalance which is likely to result
in inflationary pressure on the economy as a
whole.

Now, I come to a point which was
emphasized by my hon. friend there. He
raised objection with regard to certain so-
called deficiencies. He said that we had laid
down that there would be State trading and
that we had laid down a certain industrial
poilcy and against the policy laid down by us
we were going in for foreign capital
investment in our coun-
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[Shri I S. Bisht.]
try. He objected to foreign capital
investment on the ground that the
profits would be going outside the
country. He did not say exactly how
he was going to square with the pro
position that if we were to take loans
from foreign countries, even then we
would be required to pay interest on
the loans, even if they were from
Government to  Government.  Actual
ly from Government to Government
it is not easy to get such loans; it may
be possible on a very small scale from
certain  totalitarian  countries and we
know from experience that even from

those countries it is not available on
any large scale. The only field open
to us is to take recourse to private
capital to be invested. In fact, even
if Russia in the original attempt to
industrialise ~ the country had  been
able to get private capital, she would

not have been unwilling to take it.
In fact, if I remember -correctly, the
Ford Motor Works from America had
a plant there and Vickers Armstrong
from England were right there in
Russia. So it is not a question of in
viting foreign capital in the private
sector which is going to harm wus in
any way at all. I am therefore not
in favour of the argument advanced
by him in this particular respect. In
fact, we should get all the capital that
we can either at the Government to
Government level or at the level of
the private sector, because what is
needed to raise the living standard of
the people is increased production.
Larger revenue for the Government,
larger slice of the cake whether for
the labour or the peasantry or the
middle class will come only from that
increased  production. Increased
volume of production can only come if we get
enough capital, enough know-how and all the
other resources from those countries that are
in a position to help us in this matter.

Now, Sir, having gone that far, I will now
invite your attention to one particular point on
which I have always laid emphasis in a
budget speech. It is with regard to certain
deficiency in the Defence department.
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I am glad that the defence expenditure has
been raised to about Rs. 272 It is not much.
In fact, we expected that on account of the
new Sino-Indian trouble, it may go up still
further, There is one point  which I raised
some two years back in my budget speech.
It is with regard to certain facilities that are
needed for the officer corps. I have said
once before and I repeat it that the officer
corps is really the hard core of  the Army.
As you all know, the jawan is really taken on
short term service.. He comes originally for a
period of seven years. Then, he is sent
back to the Reserves for a period of five
years. He enters the Army at the age of about
18 years and he goes away at about 25 or 26,
when he is not able to marry usually. He
goes back to farming, the class from
which the Army mostly draws its men. We
find that he gets employed, he is in great
demand and gets a good salary. Those
who want to remain in the Army want

to earn. Most of them who have some
capacity in them are lifted up. They
become lance-corporals, corporals or
havildars.  Those who are better among

them become Jamadars that is to say, Junior
Commissioned and still better, ten per cent, of
the commissioned ranks are reserved for these
people. From among the Junior Commissioned
Officers, they are able to join the regular
Commissioned Officers' corps. For them there
is not much of this trouble. As I said, they are
only on short term and those who want to stay
on have got ample opportunity for
advancement, right up to the top. So far as the
officer corps is concerned, they are there for
the whole life. It is their whole life's
career and as  against the civilians they
are put under great handicaps. The total
expenditure on the officer corps—I have
taken it from the Defence Services
Estimates—is:—

Officers in Army Rs. 1401 crores.

Officers in the Navy Rs. 1.55
crores.
Officers in the Air Force Rs. 3'19

crores.
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The total comes to about Rs. 18:7D crores. In
a total budget of Rs. 27a crores, this Rs. 1875
crores is not much. What I have been pressing
for before and what I am pressing for now is
this. You must provide for them, one,
separation allowance. An officer is today, say,
in Madras or in Travancore and tomorrow he
is sent to NEFA. In one or two years he is
sent somewhere in Kashmir or Sri-nagar or
somewhere else. From time to time they are
sent from one place to another. They have to
maintain two establishments. This displace-
ment or separation allowance there must be
and it used to be there before independence.

The second is the handicap . with regard to
the education of their children and these
language difficulties. There is no uniformity
in curriculum. The language difficulty in
regard to education is very great. There was a
scheme to provide one uniform type of school
throughout India for the children of these
officers. But it evidently did not materialise.
Therefore, either the Government should
provide those educational institutions with a
uniform curriculum of education or, in the
alternative, some sort of subsidy should be
granted. That is to say, the expenditure on the
boys and girls who have to be put in the
boarding houses, should be shared between
the officers and the Government to some
extent. This sharing I have calculated and I
find that at the most it may cost one crore
twenty-five lakh rupees or it may be Rs. 2
crores. If you add that to the Rs. 18-75 crores
that is spent on them, it may come to Rs. 20
crores or Rs. 21 crores at the most. This is a
very small draft, as in return we earn their
gratitude and contentment. Contentment and
satisfaction of this corps is vital for our
national defence. When we take out an
insurance policy, we pay the premium very
gladly because we want to ta.te no risk. This
is a form of national insurance, and there is no
country in the world that does not look
after its officers. If
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I remember correctly, during the last five or
six years, the British Government itself has
raised the terms and conditions and salaries
nearly three times, in accordance with the
rising cost of living. Unfortunately, the Pay
Commission did not examine the salary scales
of the ILA.S., L.P.S. or the Commissioned
ranks of the Army. If the prices are rising,
they are evidently rising for everybody and it
is in the fitness of things that these grievances
should be looked into. They are not imaginary
grievances. They are grievances which are
genuine. I will not go further. I have personal
experience about these mattere end I know
how the officers feel about it.

Now, Sir, with regard to the Posts and
Telegraphs Department, I wish to bring to the
notice of the hon. Minister of Transport and
Communications, who happens to be here,
that in the whole of the Posts and Telegraphs
Department the only line which seems to rim
at a profit is the telephone department. It
shows net receipt of about Rs. 9,14,27,000 a
dividend of Rs. 2,42,68,000 to General
Revenues ind an appropriation for renewals of
tis. 3 crores and 25 lakhs is provided leaving a
balance of Rs. 3 crores and 46 lakhs. That is
quite a good revenue. What I want to bring to
his notice is that the telephone department is
not rendering good service. I have heard loud
complaints from various parts of the country,
from many cities. Wherever there is no dial
system, wherever you have to ring up the
telephone exchange and ask for a number, you
may have to wait for many minutes. And if
you are very anxious about it and if you talk a
little louder, then the telephone exchange
would say that the number is engaged or was
not available. After all it is a commercial
department. Even if it is run by the
Government, unlike America where it is run
by a private company, the motto that they
must adopt is that the
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[Shri J. S. Bisht.] customer can never be
wrong. Excuses are invented by these opera-
tors often saying that the customer was not
behaving properly, or there may be some
other defect or trouble. In every commercial
line the motto should be that the customer can
never be wrong. Unless you adopt that motto,
whether it is the telephone department or
whether it is the railway department or any
other commercial department, you will never
get good service from your permanent
officials, because the officials always shift the
blame on to the users or the customers.

Now, Sir, after this [ come to another point,
to which the Economic Survey has made some
reference. In the matter of employment,
certain figures have been given, that is to say,
the total unemployment has been shown as
14-2 lakhs of which the biggest percentage, 52
42, is unskilled. In the case of clerks it is 26
per cent. Between them, the unskilled people
and the clerical people, they constitute 78-47
per cent. The number of unskilled is 7.54,079
and clerical is 3,56,170. Nearly 11 lakhs out
of 14 lakhs of unemployed are these two
categories. What I am driving at is that the
unemployment figures are not reliable at all,
because it is said here many people who are
already emp'oy-3d also send applications in
search of better jobs, whether it is unskilled or
whether it is clerical. So, we should have
some better plans for it. That is to say, in the
figures they should show whether the man is
genuinely unemployed or whether the man is
applying for a better job, so that we must
know correctly as to what the actual
unemployment situation is. I think that this
figure of 14 lakhs is not really the correct
figure, because there is too much of
overlapping. In fact, it may be half of it.
Therefore, we must know exactly how we
stand, with regard to these unemployment
figures. If we take care to see that the employ-
ment exchanges verify carefully as to what is
the number of people who are genuintly
unemployed and what is the
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number of people who are employed but are
in search of better jobs, it would be better.

MR. DEPUTY CHAIRMAN: It is now one
o'clock.

SHR1J. S. BISHT: How much time are you
giving me, Sir?

MR. DEPUTY CHAIRMAN: You have
already taken 25 minutes.

Sum J. S. BISHT: Will you give me live
minutes?

MR. DEPUTY CHAIRMAN: Yes. We will
adjourn now and meet again at 2 o'clock.

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

The House reassembled after lunch at two
of the clock. THE VICE-CHAIRMAN (PANDIT S.
S. N. TANKHA) in the Chair.

THE VICE-CHAIRMAN (PANDIT S. S. N.
TANKHA): Yes, Mr. Bisht. You may continue.

SHRI J. S. BISHT: Mr. Vice-Chair-man, |
just wish to mention one point which I forgot
while I was dilating on the difficulties of the
officer corps of the Indian Army. I have
already mentioned two points, one with re-
gard to the separation allowance, and the
other with regard to the educa-t'on of their
children. The third point which I wanted to
mention was with regard to the retirement
age. The retirement age is very low, 48 years,
as against 55 years in civil services. In fact it
is raised to 58 years, for instance, in the State
of Uttar Pradesh, and the proposal of the Pay
Commission is to ra'se it to 58 years here too.
I strongly urge that that point requires to be
looked into. It should be raised to at least 50
years, because 48 is too low, and that is the
reason why an officer career in the Army is
very unpopular, and the Army suffers from
shortage of officers,
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and it is not able to recruit enough officers for
those very reasons. All these handicaps,
whether with regard to retirement or with
regard to separation allowance or with regard
to the education of their children have
brought about that condition.

Sir, Mr. Vallabharao was dilating on a
certain point where he was making satirical
remarks about the doings of the Congress
party. He referred to State trading and said
that it was not being pushed through. He also
dilated on the question of the country's
economy being concentrated in the public
sector. With regard to that, I am reminded of a
very apt line in English which says: "For
forms of government let fools contest; that
which is administered best is best." T would
make a varltion of that and I would say: "For
forms of economic systemslet fools contest;
that which delivers goods best is best." That is
an effective answer to him. We are not
interested in whether the whole thing should
be run by the State or by private enterprise.
We are not wedded to anything. We are
wedded to one thing only, and that is that
production must increase and that the country
must be rapidly industrialised. Well, anyone
who is prepared to do that on reasonable terms
is very welcome indeed, for it helps us in
raising the standard of living of the people.

While on this point. I may just remind the
House that the first Government of India
Budget was laid before the Assembly in 1860,
exactly a hundred year's ago, by Mr. James
Wilson, the first Finance Member of the Gov-
ernment of India. I just tried to find out the
figures, and with great difficulty I had been
able* to trace them in the Calcutta Gazette of
1860, and that too from the National
Archives. I could not get them in the Library
here. The total revenue of the Government of
India, whih was a unitary State at the time,
was £37 million. At that time a pound was
worth Rs. 10 because the exchange rate was
two shillings for a rupee. The sum of £37
million comes to about
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SHKI J. S. BISHT: Yes, Rs. 37 crores. Now,
the present level is nearly Rs. 2,000 crores.
This sum of £37 million included capital
budget and also the States budget, because the
States ined to be doled out whatever the
Government of India wanted to. That went on
up to the Montague-Chelmsford Reforms.
Then the Niemeyer came and allocated the
revenues So, it is now a tremendous thing.
The Government of India budget along with
the capital budget and along with the States
budget will come to Rs. 3,000 crores. So, that
is not a bad progress at all. Our Finance
Ministry should have had ample experience,
with their archives full of trials and errors, of
these past hund-cd years.

Sir, there is however one point to which I
wish to draw your attention, and that is with
regard to the debt position of the Government
of India which, to me, does not look very
satisfactory. If you look at page 82 of the
Explanatory Memorandum, you will find that
the total debt as on 31st March, 1961 is Rs.
6,589-40 crores as against Rs. 949-77 crores
in 1939. That is a very tremendous advance.
Now this memorandum tries to show that it is
covered to the extent of Rs. 5,598 crores by
certain assets of the ra'lways, posts and
telegraphs, investment in  commercial
concerns, loans and advances, and so and so
forth. Of these, regarding the first three, that
is, railways, posts and telegraphs and
investments in commercial concerns, they
have shown the full assets as per book value.
Ordinarily that is not the banking practice. If
you go to a banker and show him your assets
as Rs. 100, he will not advance you Rs. 100
on that. The maximum that he may advance
you even on gold will be 75 per cent, and no
more than that. So, I have calculated that on
these three items, if you work out at 75 per
cent., your coverage comes to Rs. 1,810
crores, so that your uncovered debt is not Rs.
991 crores but actually it
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[Shri J. S. Bisht.] should be more by Rs.
603 crores. It comes to Rs. 1,594 crores which
is Uncovered. This should be looked into both
in regard to covered as well as uncovered
debts, because after all it is quite easy to write
these 1.0.Us, You go to a merchant and write
out these 1.0.Us. Ultimately they have to be
honoured, and these loans will have to be pad
back. In fact if you look into the Budget, you
will find that on debt account alone this year
we are to pay Rs. 69- 59 crores as against Rs.
60-13 crores last year and Rs. 43 crores odd in
1958-59. That means a rise of Rs. 26 crores in
two years on interest alone apart from
repayment and other charges. Therefore, in
this matter of budgeting the debt position of
the Government of India should in fact be
sound, because on that depends your
borrowing capacity whether in the internal
market or in the foreign market and also the
stability of your budgetary position in the
years to come.

With these remarks, Sir, I quite support the
Budget which has been produced by the hon.
Finance Minister under very difficult
conditions. As I said, the Finance Minister
now is not as free as the Finance Member
used to be in the thirties or even in the forties,
because now he becomes only an instrument
in the hands of the Planning Commission or,
you might say, the National Development
Council, because they fix the various targets.

And he has merely to foot the bill, so to
say. | would therefore suggest that in future,
especially in regard to the Third Five Year
Plan, the Finance Minister should have the
final voice in fixing the target and in fixing
the resources that he can mobilise, both
internal and external, and also in regard to the
capacity to which he can oorrow and tax. It
should not be the other way round. That is to
say, we should not frame our plans in accord-
ance with our actual needs. Our needs may be
unlimited. Even if we go in for a Plan of the
size of Rs.
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20,000 crores, that will be insufficient. That is
not the point. The point is that there should be
development, but it should be with stability. It
should not be in a manner which would defeat
its own object, because if you are caught in a
vicious spiral of rising costs, rising prices, etc.
you are nowhere. Even today the sum of Rs.
4.600 crores—the actual money target—will
not probably be in terms of the money of 1948
or 1949 or 1950: it will be hardly about Rs.
4,000 crores or Rs. 3,800 crores. So, merely
inflating the money is no good. Therefore, I
hope that the Finance Minister will see to it
that he gets a dominant voice in the framing of
the Plan and in framing the future resources so
that he does not become a mere prisoner in the
hands of a policy in which he has got no final
voice.

THE VICE-CHAIRMAN (PANDIT S. S. N.
TANKHA) : Hon. Members from the Congress
side will each get 15 minutes and the
Opposition will get time according to what
has been previously fixed by the Chairman.

SHRI S. C. KARAYALAR (Madras): Mr.
Vice-Chairman, Sir, I rise to support generally
the Budget proposals. The Budget for the
coming year has been generally well received
in the country. All sections of the commu-
nity—business men, industrialists and stock
exchanges—have reacted favourably to the
Budget proposals. Of course, in considering
the Budget proposals, there cannot be un-
animity of opinion or of agreement. But, as [

said, there is a general approval of the
proposals.
One striking feature of the Budget

proposals is the discrimination shown by the
Finance Minister in selecting the commodities
on which he proposes to levy new excise
duties. I am mentioning this because the result
of this imposition of the new duties is not
going to raise substantially the cost of living
and therefore, Sir, it should be welcome to all
sections of the public. 1 shall, however,
make
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my comments on the new duties a little

later.

Sir, the Budget for the coming year
estimates a total revenue of Rs. 920 crores. In
this, excise revenue plays a very dominant
role. If you analyse the figures of revenue for
five or six years before 1955-56, you will find
that customs revenue played a dominant role
in the finances of the country. Since then,
there has been a change in the pattern of the
structure of taxation, with the result that there
has been an emphasis on excise revenue in
preference to customs revenue. The revenue
from the excise duties is likely to shoot up to
Rs. 380 crores during the coming year due
partly to the increased levy. The change in the
pattern of the structure of taxation is, I think,
the natural outcome of the planned
development through which we are passing,
and it is geared -to the needs of the Plans. It
has necessitated a broad-based structure, and
this pattern is bound to continue during the
next Plan period also, because it is suited to
the needs and the requirements of the Plan.
The country has, therefore, to adapt itself to
the new situation in which the Indian finances
will have to depend more and more upon
excise duties and levies.

Coming to the broad features of the
economy against the background of which the
Budget proposals have been framed, it is
stated—and we find it from the Economic
Survey—that there has been a definite upward
trend in agricul ural production and in
industrial output. Sir, in spite of this feature,
you will find that the general index of prices
shows an upward trend. This phenomenon of
increased production—both agricultural and
industrial—and the phenomenon of rising
prices are paradoxical. It emphasizes that
there is a heavy pressure within the economy
itself; it emphasizes the need for rapidly in-
creasing the industrial production of the
country. The rate of the growth of industrial
production is not commensurate with the
needs of the
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growing economy. What is wanted now is
not only quantitative industrial production
but an appreciable increase in the per
capita output of industrial production. That
is exactly what is needed to meet the needs of
our economy. It is necessary that the
increase in industrial production should be
achieved, to a large extent, by a large increase

in the output of small-scale industries, and
these industries should be diversified
and spread out throughout the country.

Unless this is achieved, we cannot hope
to raise the output and hence the standard
of living of the people of the country.  The
chief inhibiting factors which  impede the
industrial output in this country are the techni-
ques of strikes and the go-slow tactics which
are adopted by labour organisations in
general  even for trivial reasons. These
tactics have played a tremendous havoc with
our industrial production in the past and are
likely to play a great part in our future pro-
gramme of production also. Although strikes
are a legitimate weapon inthe armoury
of labour organisations, they have to be
resorted to only in the last instance but this
convention has rarely been adhered to. I like
to suggest that in the present context of
our economy, the labour organisations in the
country should impose a self-denying
ordinance on themselves and put a ban on
strikes and other techniques which go to
impede the growth of industries and
industrial production in the  national
interest, until we reach what is called the
"take-off stage" in our economy and a self-
generating economy is created. If the labour
organisations  will not heed this suggestion,
it will be time for the country in the national
interest to take to other devices.

SHri BHUPESH GUPTA: What do you
say?

SHrI S. C. KARAYALAR: I say, in
general, the country will have to take some
measures; if necessary, the country will have
to adopt legislation in order to remove the
fangs of the strikes and to prohibit the go-
slow tactics.
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SHrRI BHUPESH GUPTA: You should say
it; it should not be left unsaid.

SHRI S. C. KARAYALAR: While on the
subject of industries and industrial production,
I wish to make a brief reference to the state of
the salt industry, with particular reference to
the industry in the southern States. Sir, this
industry was in a very prosperous state until
about ten or twelve years ago, and until the
country became se.f-sufficient in regard to
salt, this industry was playing its role very
well. It is an industry which was developed at
a very heavy cost, and it fulfilled its role by
making the coun'ry self-sufficient in respect of
salt. Now, Sir, when this stage was reached,
the salt policy of the Government underwent a
slight modification with the result that an
unlicensed sector in the industry grew up,
which threatened the very existence of the
organised sector. Then Sir, during the initial
stages, when these factories were being
developed, the emphasis was on quality of
salt. Now the emphasis has been shifted and
there is no need for any quality or standard.
This state of affairs has resulted in a very
serious situation in the industry. It may be said
that the industry is now in a morbid condition,
and it will not be long before it becomes
moribund. Production has already fallen
considerably and it is therefore essential that
we should take stock of the situation and see
that the industry is put on a stable footing, on
a sound salt policy. What is needed is a well-
defined policy in regard to salt. That is exactly
what is lacking at the present moment.

Now, I come to the Budget proposal;:. Sir,
the new duty on internal combustion engines
will deal a severe blow to the automobile
industry. The effect of the new duty coupled
with the ad valorem duty, particularly on
small cars, will be to raise the manufacturer's
costs of cars, and to make them prohibitive,
and it will put them beyond the reach of the
common man. So, Sir, the idea of Gov-
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ernment in promising a cheap car to the
common man under these circumstances will
remain only a dream; it may not be realised in
the near future.

I next come to the increase in the duty on
diesel oil. The increase in the duty on diesel
oil will raise the cost of commercial transport,
and necessarily therefore the prices of
consumer goods which are transported by
commercial vehicles will rise and thus the
burden on the ordinary consumer will also
rise, and to this extent, Sir, the cost of living
index will go up. Sir, this is a matter which
deserves to be very carefully scrutinised. Sir,
the structure of taxation on motor vehicles is
getting more and more complicated, and it is
highly necessary that the structure should be
rationalised and simplified, and the burden on
motor transport should be reduced.

Sir, coming to the income-tax measures,
personal income-tax rates are much higher in
our country than in several Western countries
including the United States of America. These
are acting as a severe deterrent against capital
formation. There is a clear case for revision of
the rates as recommended by Professor
Kaldor in his report. He has made out a very
strong case for at least revising the marginal
rates of taxation.

Next, Sir, the yield from taxation on
companies is actually higher than the
anticipated revenue. The Finance Minister
last year categorically stated that the new
system of taxation of companies was not
intended to secure more revenue but only to
simplify the structure. There is therefore a
case for a reduction of the rates levied on
companies.

Sir, we are now entering into the last year
of the Second Five Year Plan. The provision
made for the next year will bring the total of
our outlay on the Plan to about Rs. 4600
crores. This will be a great achievement on
which we can congratulate
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our:elves. The success of this achievement
will be largely due to the generous ass stance
we have received from foreign countries. The
country should be therefore deeply grateful to
those foreign countries which have rendered
us valuable assistance. So far as internal
resources are concerned, although additional
taxation during the Plan period will be of the
order of Rs. 1000 crores, we shall have
resorted to deficit financing to the extent of
about Rs. 1200 crores. Deficit financing has
not so far generated very high pressure in the
economy, as the effect of deficit financing on
the economy has till now been cushioned off
to a great extent by our drawing down on our
foreign exchange resources. In the context of
the present position of our foreign exchange
resources it is no longer possible to count on
them and therefore, Sir, great caution is called
for in the future, and cautious watch should be
kept on the trend of prices.

I shall now refer for a moment to the small
savings scheme. Sir, it is estimated that the
small savings .scheme will bring in about Rs.
90 crores during the coming year. I shou d
think this is a very optimistic estimate. We
have got to take into account the fact that the
average per capita income is of the order of
about Rs. 280 or Rs. 290 per annum. In this
state of affairs I should like to refer to what
the Finance Minister has stated:

"I would, therefore, appeal to every
family in this country to save more and
contribute its share in making the
movement a greater success."

I should like to point out, Sir, that in the
context of the low per capita income, which
means that the vast bulk of the people, say,
about 70-80 per cent, of the people, will not
be able to make any savings or to contribute
to the small savings, whatever savings can
possibly be mobilised will have to come from
about 10-20 per cent, of the population. I
should like to suggest that the sections of
the
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people which can possibly save, should be
tapped in preference to all ana sundry in the
country. I should like particularly to point out
that the industrial workers in the country are
able to save a lot and it is estimated that by
way of bonus alone they get in the aggregate
about Rs. 50 crores— only bonus. I think, Sir,
here it is a real saving and this saving should
be tapped by some means or other, of *course
by persuasive means, and that is the way in
which small savings can be substantially
added to instead of all and sundry being
tapped.

SHH1 BHUPESH GUPTA: Do you think the
bonus they get they put in the bank? I
thought they spent it.

SHrI S. C. KARAYALAR: I am only
laying down a broad proposition. They are the
people who can really save and actually the
bonus that is given to them is being frittered
away. They can add to the small savings if by
some means or other the entire bonus given to
them can be mobilised and be attracted to
sma'l savings, and it will be their real saving
as well.

As my time is up, with these observations I
support the Budget proposals.

SHRI ROHIT M. DAVE (Bombay): Mr.
Vice-Chairman, Sir, the Budget which the
hon. Finance Minister presented to Parliament
on the 29th of last month has been variously
des-cr'bed, namely, "a Budget full 01 very
pleasant surprises", "a timid Bu.'get", "a
Budget that is solicitous of the interests of the
common man" and " a Budget that would give
a fillip to private investment in the country"
and so on.

Sir, it has been described as "a Budget of
pleasant surprises" because the country was
expecting a larger burden. The markets in the
country were expecting an additional impost
of nearly Rs. 40 crores. There were rumours
that there would be an increase in  the
personal tax. An in-
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[Shri Rohit M. Dave.] crease in the
taxation on the corporate sector and many
more items which have been actually included
by the hon. Finance Minister in his Budget
proposals were feared of being included in
that particular list. When the Budget speech
became public, the markets generally reacted
very buoyantly and very favourably to the
various proposals that were contained in the
Budget.

Sir, now it is necessary for me to go into
some detail as to why the worst fears of the
market were not fructified. This was because
of the fact that in the current year, the
Government could get greater receipts from
some of the sources, especially from Customs
and Union Excise, than were expected when
the Budget for the current year had been
prepared. We have now been told that there is
going to be an increase in the receipts from
import duties in the current year, estimated at
Rs. 138-22 crores, which exceeds the Budget
Estimates by Rs. 23-90 crores. This is due to
the following reasons.

There is an increase in the additional duties
levied on kerosene and other mineral oils.
There were larger imports of machinery,
heavy chemicals, etc., and there was an issue
of additional import licences under export
promotion schemes.

Sir, greater receipts are also expected from
Union Excise Duties. The original Budget
Estimate was Rs. 285-32 crores. Now, it is
expected to be Rs. 310-13 crores, an increase
of Rs. 24-81 crores. Here again, the reasons
are that the progressive increase in indigenous
production has resulted in a larger yield.
There were larger clearances and there were
additional duties on kerosene, motor spirit
and certain mineral oils during the year. The
result of all this is that the deficit on the
revenue account which was expected to be of
the order of Rs. 59-08 crores is now expected
to be of the order of Rs. 15:39 crores, because
revenues have gone up from Rs. 780-10
crores to Rs. 838-66 crores and expenditure
on
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revenue account has gone up from Rs.
839-18 crores to Rs. 854-05 crores.

Sir, I have ventured to mention these figures
in the House in order to assail the charge that
the present Budget is a "timid" Budget. The
critics who argue that this Budget is a timid
Budget, because of the fact that only 25 per
cent, of the deficit is sought to be covered by
taxes, forget the various factors that have
resulted in the boosting up of the revenues
during the current year. These factors are of
such a nature that they are likely to continue
in the coming year also, and one need not be
surprised to see that there is no deficit at all,
when actuals are published, under the current
year's account. If our expenditure does not
suddenly shoot up, there need not be such a
big gap in the Budget year a'so.

In this connection, I would like to quote
some figures which support the contention
which I am here making. Sir, if we examine
the Budget for the last three or four years, a
very interesting picture emerges as far as the
receipts from Customs and Union Excise are
concerned. Sir, in the year 1955-56, the
actuals of the combined receipt from Customs
and Union Excise Duties were roundly Rs.
312 crores. In 1956-57, the Budget Estimate
was Rs. 320 crores. The Revised Estimate
was Rs. 360 crores. The actual receipts were
Rs. 364 crores. In 1957-58, the Budget
Estimates was Rs. 423 crores. The revised
estimate was Rs. 448 crores and the actuals
were Rs. 454 crores. It was only during 1958-
59, when the Budget Estimates were formed
at Rs. 475 crores, the actuals were only Rs.
451 crores. But even here, while the Revised
Estimate was only Rs. 437 crores, the actuals
were Rs. 451 crores. In the year 1959-60, the
Budget Estimate is Rs. 457 crores, while the
Revised Estimate is Rs. 511 crores. If the
tendencies that have been well-established
and the factors that are operating in our
economy are taken into consideration, there
are reasons to believe that the revenue deficit
will not be so large as was expected.
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There is, however, one proviso to this
statement, and that is, provided our
expenditure do not suddently shoot up. It is
here, Sir, that one has to be a little cautious.
One does not know what the next year is going
to bring for us. It is possible that we might
have to decrease our expenditure on defences.
On the other hand, it might also be that we
might have to increase our expenditure on
defence. The hon. Finance Minister has
already told in his Budget speech to
Parliament that he might have to come, if
occasion arose, for fresh grants for defence
purposes. If this happens, then this cushion,
which the hon. Finance Minister has in mind,
Is very wisely kept, the margin that he has
allowed for in order to draw in at the time
when perhaps a larger demand for Defence
grants might become necessary and it is
because of this perhaps that he has very
conservatively estimated the receipts from
customs and Union excise. If however, that
expenditure does not materialise, then it is
very likely that we might have even some
surplus in the actuals when the accounts for
1960-61 are finally published. In this matter
we are rather in the dark and therefore I do not
think there is any timidity in keeping only 25
per cent. of the gap to be bridged by additional
taxation and keeping another 75 per cent, to be
covered, if need be. by deficit financing.

Coming to the question of the
characterisation of the Budget as one which is
solicitous to the interests of the common man,
one has to take certain factors into
consideration. It is true that the items chosen
by the Finance Minister in his proposals for
"Union excise duties for the Budge' year are
such that do not directly or in a big way enter
the faimly budget of the common man.

SHrRI BHUPESH GUPTA: What is your
characterisation?

SHRI ROHIT M. DAVE: I am coming to it.
At the same time one has also to take into
account the indirect impact of these levies on
the family
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budget of the common man. If the figures are
examined, one finds that nearly 50 pel cent, of
the additional import is on lorry transport. We
read today in the papers that one spokesman
of the Railway Board said that it was
inevitable that as a result of this impost of
nearly Rs. 11 crores and more on road
transport, road transport will be costlier. His
argument was that it was in no way a
protection to the railways because there are so
many other factors that are operating in favour
of road transport and the operational cost is
only one of them, and therefore road transport
will continue to get the patronage of the
citizens as it used to get in the past. I am not
here concerned with the competition between
the railways and road transport. But I am
concerned with the impact of these excise
duties that are going to make road transport
costlier on the family budget of the common
man. That family budget is bound to rise as a
result of this costlier road transport. We have
already a 5 per cent, rise in the railway
freights also and therefor it 1is quite
conceivable that the transportation of goods
will now be costlier, either on railways or on
road transport and the result would be that the
common man, the consumer, would have to
pay more.

Then there is the question of the excise
duties on cycle parts and on heels and soles.
Now as far as I have tried to understand the
various taxation proposals put forward by the
Minister, I find that there are two guiding
considerations. One is that those industries
that are doing well and that have got larger
profits are the industries which should be
directly touched and as far as possible, those
items that enter into the family budget of the
common man should not be touched if they
directly enter in'o the family budget. Now it is
quite correct that the automobile industry, the
cycle industry and the various engineering
industries should have been chosen by the
Finance Minister for his excise duties as they
are the industries that have done well during



26-"gBudget (General), 1960-61 [ RAJYA SABHA ]

[Shri Rohit M. Dave.] last year. These have
done well because of the fact that they are
enjoying unusal protection because of the
strict import controls. It is therefore quite
reasonable to expect that the profits which
these industries are getting as a result of this
protection, at least a part of that profit, should
go into the public exchequer. But when we are
having this type of blanket levies, levies on
commodities that come either from the
organised sector or from the small-scale
sector, there is bound to be some
inconvenience to those units which are small
units, units which have got higher cost of
production, units which have not got enough
resources and therefore the units that are not
making the same x-ate of profit as the large-
scale units and when we try to fix our levies in
terms of the profits of the large-scale units,
there is a possibility that the small units might
feel incovenience. The second point to
remember in this connec ion is that there is a
very great demand for these goods which have
been chosen for increased excise levies.
Whenever there is a suppliers' market, there is
always a tendency on the part of the suppliers
to shift the entire increased tax burden on to
the shoulders of the consumers. It is quite
conceivable that in this case also, instead of
tapping the profits of the larger units and the
industries that are undoubtedly doing well, we
might actually be taxing the common man and
the consumer because only the other day the
Prime Minister told us that India is now
slowly entering the 'cycle age' and the cycles
are now visually seen all over the country, not
only in the cities but even

SHRI BHUPESH GUPTA: And the Finance
Minister wants to put a spoke in the wheel.

SHRI ROHIT M. DAVE: ... in the villages.
That was a heartening fact that our people are
now taking to mechanised transport even if it
is in an humble way. These imposts are likely
to discourage this greater use of this type of
mechanised transport, at least in those
families where the mar-
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gin of saving is very small and therefore even
a small increase in the cost of living would at
once result in axing all those new items that
have recently entered into their family budget.
These facts are to be considered when we try
to find out whether this Budget is solicitous of
the interests of the common man or not.

General. Discussion

It can naturally be asked: What is
Government to do? The Government has to
look to the developmental expenditure. The
Government has to foot the larger pay bill due
to the Pay Commission's recommendations.
The Government has to foot the larger
Defence expenditure possibly. Therefore,
some cushions have to be kept. But my answer
to that would be that there are many other
commodities which could have been taxed,
rather than diesel oil, or cycle and cycle parts
or heels and soles, etc. The market was
expecting some of these commodities to be
taxed, commodities which were not entering
either directly or even indirectly into the
budget of the common man and these were the
commodities which had got enough sales in
the country and enough production in the
country and so could have given good results.
I have in my mind, for instance, rayon. It was
expected that some duty would be levied on
rayon and when it was found that that
particular commodity was not in the list, the
price of rayon mills have gone up. Similarly
there were paints and varnishes and there were
other commodities also where some impost
was expected and where some impost could
have been levied and enough receipts could
have been had from those commodities. And
the list could also be enlarged. In that case,
perhaps one could have avoided taxing cycle
parts, soles, heels, etc. which enter the budget
of the common man.

SHRI J. S. BISHT: The cycle tax is not an
annual tax.

SHRI ROHIT M. DAVE:
that.

I have of 4aid
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SHRI J. S. BISHT: It will be paid once in
fifteen years or so.

SHRI ROHIT M. DAVE: I have not said
that it is an annual tax.

Surt BHUPESH GUPTA: Just give the
description.

SHRI ROHIT M. DAVE: I have already
done it. Perhaps the hon. Member did not
hear me.

Coming now to the tax on the corporate
sector, I would like to say that there is a
pressure in the country which is sought to be
exercised on the Government with a view to
decreasing the tax on the corporate sector.
Just today, we have got a resolution released
by the Committee of the Federation of Indian
Chambers of Commerce and Industry which
criticises the Government for not giving the
corporate sector any relief in the budget
proposals. The resolution says:

"The Finance Minister has not thought it
fit to modify the taxation structure in a
basic way, as is called for in the interest of
rapid and broad-based economic develop-
ment."

It also says:

"The Government has failed to recognise
that the core of the problem of savings lies
in ensuring that the savings fructify in the
hands of the individuals."

And lastly the Committee emphasises that
high rates of taxation are bad for industry and
would harm the national interest.

Sir, when one tries to find out what is
going on in the stock exchanges, what is
going on in the capital market, what is going
on when new issues are put in the market, one
fails to understand this argument that the
present tax structure is in any way detrimental
to theinterest of the
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nation or detrimental to investment efforts.
Whenever any script is put out in the -market,
it is taken up by the investors in a period
which is much less than what is provided
when that particular script is put in the mar-
ket. Every new script which is put in the
market is readily accepted by the market and
this should be sufficient proof that the
investors are not at all discouraged by the
present tax system or by the present tax
burden on the corporate sector. They are
prepared to invest their money provided they
get a chance, and provided they have
sufficient faith in those who promote that
particular industry. Sir, it is very difficult to
believe that the private sector is in any way
hampered because of the present tax burden
on the corporate sector. This has been said
even by big businessmen. It was said the
other day by a big businessman at Poona:

"As far as the corporate sector is
concerned, there are adequate com-
pensatory factors for the heavy taxation
like the handsome development rebate and
the high percentage of depreciation
allowance which enable the industry to
recover a very high proportion of their
investment for further development in the
business."

Sir, it has also been said that the investing
public knows that if today the yields are not
sufficiently attractive, that is not because of
the taxation burden, but because of the fact
that the investment is going into channels
where the gestation period is fairly long, and
they are quite sure that the capital
appreciation that is going on as a result of the
concessions that have been given to the
corporate sector, is sufficient guarantee to
them that that particular investment is worth
having. If this be the case, then it is very
difficult to understand the argument of those
who say that some relief in the corporate
taxation is called for.

I now come to the question of the fate of
the common man which is. after all, the most
important considera-
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[Shri Rohit M. Dave.] tion when we
consider the Budget. I have already stated that
it is possible that as a result of the new
imposts, the budget of the common man
would go up. This particular fact has to be
considered against the background of the
heavy inflationary pressure which is already
existing in our economy. Sir, according to the
Economic Review, the index of wholesale
prices has of late come up to 119. At the end
of January 1959 it was about 114. So the rise
is of the order of 4.5 per cent. The all-India
index of working class consumer prices has
risen by 52 per cent. The middle-class cost of
living index in Calcutta has risen by 5 per
cent. And this in a year when production has
already increased. There is also a considerable
increase in the prices, and in the cost of living
of both the working classes and the middle-
classes. Sir, this fact has been noted many
times before and we have heard about it on the
floor of this House. The Reserve Bank Report
also has mentioned it. The Finance Minister
mentioned it in his Budget speech and the
Economic Review also has taken note of it.

3p.M.

Merely mentioning this problem does not
solve it. It is not correct to say that merely
because the economy is developing, because
we are in an under-developed economy and
because we are developing at a rapid rate this
type of inflationary pressure is to be expected.
This, Sir, is to take a very complacent view of
the situation and it might create difficulties for
us in future. It is, therefore, necessary to go
into the causes of this inflationary pressure
and to see what remedies can be applied and it
is here that we draw a blank. The hon.
Finance Minister, Sir, is reported to have told
the Informal Consultative Committee on
Finance that he is not able to establish any
direct relationship between the rise in prices
and money supply. It is not' possible, Sir, to
establish any direct relationship between
prices and
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production because production is rising and
the prices are also rising. It is not possible to
establish any relationship between the rise in
prices and the rise in national income because
national income is calculated at fixed prices
and, therefore, the question of rising prices
does not come into the picture. What is the
reason for this persistent inflationary pressure
being experienced in our economy? This is a
question for which no answer is available. I
am mentioning this particular problem here
because of interesting remarks that I find both
in the speech of the hon. Minister as well as in
the "Economic Survey". I would like to quote
at some length from these two documents. In
paragraph 4, page one of his speech, the hon.
Finance Minister has said:

General Discussion

"At the same time the demands for
domestic consumption and investments are
increasing while the urgent need to build up
exports remains. It is essential in this situ-
ation to ensure to the maximum extent
possible that aggregate demand does not
outstrip the supplies available."

In the "Economic Survey", paragraph 21,
page 7, we are told:

"There has been in recent years a
substantial increase in the credit extended
by banks to industry".

Then in para 47, page 15, we are told:

"The continued up-trend in prices and
cost of living indicates the insufficiency of
domestic resources relatively to the
demands both by way of investment and of
consumption...

__ The task of policy is, therefore,

the difficult one of promoting and fostering
the growth of investment on sound lines
without creating in the process large or
persistent imbalances in the system."

Sir, the inclusion of this word "investment"
whenever the word "consumption" occurs
makes one rather suspicious. Is it the intention
of Government in any way to slow down the
rate of investment? There is already a
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rumour in the market that the Government is
thinking in terms of raising the bank rate with
a view perhaps to discouraging investment
which it considers not to be in the larger
interests if that be so, this question needs very
careful consideration. It has two aspects. It is
quite true that recently the index number of
industrial raw materials and of manufactured
goods has risen and there is perhaps a pos-
sibility that this rise is due to the large credits
that have been given by the banks against these
commodities. It is also true, Sir, that advances
by the scheduled banks against shares and
stocks are also rising and have risen during the
last year. Perhaps any increase in the bank rate
might discourage the common man to take
money from the bank and would make him
hold on to the industrial raw materials and
manufactured goods which would in turn push
up the prices <of shares and stocks. It is also
possible that any rise in the bank rate might
also discourage investment and if it does
discourage investment, it will be a very serious
situation because we have also to take into
consideration the question of employment.
This is a question which is likely to engage the
attention of the country and of this House more
and more in the near future. According to the
Ooty Seminar and a paper read at the 'Ooty
Seminar, the employment opportunities which
we will have to create during the Third Plan is
of the order of twentyfive million. Now, Sir, as
far as the Second Plan is concerned, we are not
likely to create employment opportunities
which would be more than 6. 7 or perhaps 8
million.

SHri BHUPESH GUPTA: It would be
much less. That was the target but they
themselves say that it would be ;about four
million.

SHRI ROHIT M. DAVE: It would be at the
most six or seven million. It was expected that
in the Third Five Year Plan we might have
some relief on this particular point but we now
learn that with the total Plan 180 RSD—4.
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outlay of Rs. 11,000 crores the national
income is likely to rise only at the rate of 5 per
cent. This is what the Prime Minister said in
the other House the other day. If that is so, for
arise of 1 per cent, of national income we will
have to invest Rs. 2,200 crores as against Rs.
1,500 crores which was the order in the First
and the Second Plans. It is perfectly clear that
the projects to be included in the Third Plan
are going to be capital intensive and if these
projects are more capital intensive than the
First and the Second Plans, it is not likely that
employment opportunities that might be
created will be more than ten million. If that
be so, then there will be a very wide gap
between what we expect to do in the Third
Plan period and what we are likely to do. If,
under these circumstances, the bank rate is
raised and as a result of that further dis-
couragement to investments sets in the
employment problem will become all the
more serious. I realise, Sir, that the task before
the economy is development through stability
and monetary stability is a very important
factor but with monetary stability, social
stability is of equal importance. If social
discontentment grows to a point we know that
it will be difficult for the Government or for
anyone to check that discontentment and our
efforts instead of resulting in economic
development would result in economic
disaster. It would be all right, Sir, to blame the
Opposition or the political parties as mischief-
mongers, as people who take advantage of the
temporary difficulties of the community, as
people who want to bring the Government
into discredit, etc. All these arguments will be
quite all right on the floor of this House but
when we go into the streets, when we go into
the markets, when we go into the hearths and
homes of people, these arguments will be of
no avail because the realities will have to be
faced there and the realities are when our
economy is developing, when the prices are
rising, when the consumers' cost of living
index both for the middle class and the
working class are rising,.
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' ("Shri Rohit M. Dave.) when unemployment
is rising, the families find it move and more
difficult to make their two ends meet. That
might result in a situation which no one likes
to see in this country.

SHRI J. S. BISHT: The hon. Member began
to analyse the causes of this inflationary
pressure but he gave no answer.

SHRI ROHIT M. DAVE: I am coming to
that. The answer will be the last point that I
am taking up and then I will finish.

Therefore, Sir, at least the raising of the
bank rate is not an answer to the inflationary
pressure. That is my arguments if that is done,
it might create more difficulties than the diffi-
culties that it might solve. Naturally, the
question might be raised as to what should be
done. Sir, I have no panacea for the ills of this
country but I can certainly suggest some two
or three remedies which might help in easing
the situation a little. The first point worth
considering is about the powers of the Reserve
Bank. As we read the Report of the Reserve
Bank from year to year, we find that the
Reserve Bank is not quite satisfied with the
policy which the scheduled banks are
following. These reports are official reports
and they have to be couched in official
language and therefore they have to be very
polite but behind the screen of this politeness
one sees many a time the discontent of the
Reserve Bank, the dissatisfaction of the
Reserve Bank at the policy which the
scheduled banks are following. They are
trying to warn the scheduled banks but that is
only after sufficient harm has already been
done.

To my mind, one very important factor
which is responsible for the inflationary
pressure in the country is the credit policy of
the scheduled banks. It is this policy which
needs to be curbed; it is this policy which
needs to be regulated not only in the interests
of  the profits of the
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scheduled banks but also in the inter rests of
the community at. large.

The other factor is Government's own
administrative and organisational procedure.
The administration of this Government will
have to be radically changed if the prices are
to be controlled and if the commodities are to
be available at places where they are needed
according to the circumstances and according
to their availability. There are all sorts of
bottle-necks that are developing as a result of
the illegitimate interference by the Gov-
eminent in the market forces. It is because of
this interference that the market forces are not
able to deve-lop. Nor is it possible for the
Government to correct the imbalances that are
developing from point to point in time. They
are doing it but they are closing the stable only
after the horse has fled. This is happening:
again and again bringing in a large amount of
hardship to the common man and it is exerting
great inflationary pressure on the economy.

The third point is what the hon. Minister of
Commerce and Industry already told the
Import Advisory Council the other day. He
warned businessmen that if they went on
pushing the prices up, the prices of
commodities which are important, the prices of
commodities that are in short supply, the prices
of commodities that are demanded by the com-
munity, then he will have to intervene and will
have to canalise the trade in these commodities
either through the State Trading Corporation or
through other agencies. Sir, even a
conservative banker like the Governor of the
Lloyds Bank said in Bombay the other day that
mere fiscal or credit measures would not
suffice when the situation developed very fast
and that physical controls and physical
remedies might become absolutely necessary.
Let this particular lesson go-home to the
Government and if they realise that checking
the prices is one of the most important
functions of the Government under the present
circumstances and if they utilise all the
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powers at their command, fiscal, monetary,
credit and physical, it would still be possible
to have the development of our
economy with

stability, both social and economic. Thank
you, Sir

SHRI T. R. DEOGIRIKAR (Bombay) : Mr.
Vice.Chairman, Sir, at the cutset, let me
congratulate the Finance Minister for getting
the honour of introducing a Budget which has
touched the limit of Rs. 1,000 crores. I also
congratulate the hon. Minister for keeping the
gap Dbetween revenue and expenditure
uncovered. It was so last year and it is so this
year. Last year we found that had the gap
been filled, there would have been additional
taxation and this year also let us hope we will
get the same experience.

Now I want to make some remarks about
what has been presented to us in the
Statement of Revenue and Expenditure. In a
welfare State we expect that along with
brickbats there should be some bouquets. Had
the taxation measures been a little
compensated by giving some relief to the
people, it would have been better. I cannot
give you instances in the short time at my
command but I can tell you that in Bombay,
for instance, they gave all educational
facilities free to persons who had an annual
income of less than Rs. 900. We expect the
same thing from this Government also. I
cannot say whether health services could have
been made free or whether they could have
declared primary education free. There are so
many things that could have been done but I
do not want to enter into them. The only thing
is that there should be compensatory measures
in a welfare State along with the taxes.

The most surprising thing in this year's
Budget is contained in paragraph 45 of the
speech of the Finance Minister. They propose
to issue prize bonds. It militates against my
conscience. We have inherited certain morals
from Mahatma Gandhi. You may defend the
Prize Bonds scheme
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to any extent you like. The Finance Minister
has said in his speech that there were
suggestions from various quarters from time
to time and it was as a result of those
suggestions that these prize bonds were being
issued. I do not want to say that it is gambling
or betting, but it is nothing less than that. Our
Government should not take recourse to such
measures. During war time, at the time of an
emergency, the British Government had
issued these prize bonds. We should not
imitate them.

General Discussion

There are certain other points also in his
Budget. Co-operatives having more than Rs.
10,000 turnovers are proposed to be taxed.
That is a welcome thing. Transport has been
taxr ed heavily. My friend, Shri Rohit Dave,
and others have said that this would hit the
ordinary man, the middleman. This time we
are taxed from foot up to—shall I say—the
head. We are taxed that way. One reason
which appeals to me is this that you have
increased the freight on the railways. There
was a general complaint last year that road
transport was competing with rail transport,
and in order to give more opportunity to the
railways, road transport must have been
taxed. But that is not very much welcome.

I would suggest to the Minister that
agricultural income or agricultural revenue
from cash crops can be taxed. But that is not
being done. The Government may say that it
is not their responsibility, that it is a State
subject.

Then, coming to the next point, I want to
make a suggestion. As 1 have said many
times before, the planning budget should be
separated from the general administration
budget. There are three budgets amalgamated
mto one. One is Union territoi-y budget;
another is general administration budget and
the third is planning budget. In 1961 at least
let us hope that there will be three budgets so
that we can get a clearer picture as to
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where we stand. It is not very difficult to have
a planning budget. SHRI J. S. BISHT: It will
not be clear, but confused—Union territory
budget, Poses and Telegraphs Department
budget, etc.

SHRI T. R. DEOGIRIKAR: Then. we will
know where we stand. At present we do not
know where we stand. So, that is one
suggestion.

Another suggestion with regard to
separation of the planning budget is that you
realise additional taxes in order to finance
planning. You get loans, both internal and
external, You resort to deficit financing. All
these resources combined together go to
finance planning. And from planning you do
not get an adequate return. So, my suggestion
is that all the money that comes from these
resources should be a charge on the planning
and they should at least give a 4 per cent
return on the total sum that we invest in them.

As regards profits from public enterprises, |
want to make a suggestion that the profits
should be credited to the Consolidated Fund
of India and if these concerns want to expand
their business, then there should be borrow-
ings from the Consolidated Fund of India.
That will also add to the strength of planning
as well as general administration.

Then, my fourth suggestion is that the non-
developmental expenditure which is a part of
the planning should be taken away from it.
Take, for instance, health, education, cultural
activities, community projects or re-
habilitation. Why should these things go to
planning? They are the fundamental duties of
every Government and, therefore, non-
developmental expenditure should be taken
away from planning. This will make the total
sum of planning less alarming than it is at
present. Ifthis budget is
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separated, there will be three things. The
Government will get a firmer grip on the
expenditure side of planning, which is not
available or visible today. The second thing is
that the Boards of Directors of the various
Corporations will be made more businesslike.
They will realise that they must be more
efficient, they must be more cautious, and so
on.

The third thing is that the States today—if I
am allowed to say so—are not co-operating
adequately with the Centre. The speed at
which the Centre is going is not to be found in
the States. So the States will also be more
alert if we resort to that.'

My another complaint is that we spend so
much money in planning, but there is no
follow up. We do not see the results and what
has become of that? I will give you an
illustration. Take, for instance, irrigation,
where they invest so much money. But I am
told that several States have not even finalised
today the blueprints. In the Bombay State, for
instance—I speak subject to correction—the
potential created for irrigation was 64,000
acres. Actually only 2,000 acres have been
brought under irrigation. If you go to Kerala,
it is 21 per cent. In Madhya Pradesh the
potential expected was 11 lakh acres, but the
actuals are 007 lakh acres—irrigated. In
Hirakud we have spent Rs. 100 crores in
digging canals and in building the dam, but
the water is not utilised for growing more
food.

SHRI J. S. BISHT: The same is the fate of
Tungabhadra.

SHRI T. R. DEOGIRIKAR: So, he supports
me. [ beg to suggest that one separate
Minister should be appointed to see the
follow-up of these projects. Otherwise, it
would be no one's business.

As regards taxation, taxation is necessary
and we do not hope that till all the Five Year
Plans are completed we will have a surplus
Budget, not even a balanced Budget. It is
going
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to be a deficit Budget for more years to come.
That is not my headache. But I do not
understand why there should not be a process
of ploughing back. We complain that we are
spending all the additional income created in
the country from planning. There is very little
ploughing back to planning or to economy.

Similar is the case with taxation. Now, we
have invested about Rs. 5,000/- crores in all
industries and all projects. What is the return?
If you invest that much money in any concern
at the rate of 4 per cent, you will get Rs. 1000
crores in the Plan period. But we are getting
very little from them. Why should it be so?
Why should the process of ploughing back be
not applied to taxes also?

Then, as regards loans, loans are a
necessary evil. No nation has developed on its
own savings. But let us not glorify in these
loans. If we get loans from some country, we
are very happy. But that should not be the
attitude. We must consider that loans are
hateful and derogatory. Out of helplessness
we take to that. So, that should be the attitude
so far as loans are concerned.

Now, Sir, in the Third Five Year Plan
period we will have to repay Rs. 500 crores or
Rs. 600 crores in all. Wherefrom are we going
to get that money? Are we going to ask for a
moratorium? Are we going to contract other
loans for paying the previous loans? That
should not be the case. Our economy is self-
generating, as they say, and unless our public
enterprises give us Rs. 300 crores per year,
these loans cannot be repaid and the interest
cannot be paid

Then, we come to the import and export
policy. I can quite understand that it is
necessary to restrict imports and enlarge our
exports. But ultimately this policy recoils
upon our economy. I will give you an
instance. In most of the countries, excluding
the United States of America and
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West Germany, they have more imports and
less exports. In the case of France, the
imports and  exports balance themselves. We
do not know anything about the U.S.S.R. or
China. We need not be sorry for having more
imports and less exports.  More imports are
necessary if you  want to create a certain
atmosphere in  the country. I tell you that
the  people are Plan-minded. = Small-scale
industries are about to be started.  There is
sufficient money in the  market. There is
sufficient skill in the market There is sufficient
talent and  there is sufficient will. ~ But if
you go to the Ministry and ask for something,
they say: "No, our foreign exchange is
exhausted and you cannot get any import."
That is the sort of answer which we get, with
the result  that we cannot start small-scale
industries on as wide a scale as possible.  So,
that should not be the case. I would say that if
you start small-scale industries, you will be
giving employment to people. You will get
enough technicians in the country,  which is
the need of the present day. Thirdly, after
basic industries, subsidiary industries are
necessary.  Otherwise, there is a stalemate in
the economy. So, for these three reasons,
small-scale industries should be started on as
wide a scale as possible.  But our misfortune
is that we are spending on importing
foodstuffs. Even in  the last two quarters
of 1959-60, according to the figures  quoted
in  the material which is supplied to us, it is
about Rs. 82 crores, that is about Rs. 164
crores in a year.  If you can save that much
exchange on account of food, I think that much
money could have been utilised in starting
small-scale industries. Then I would strongly
suggest that in the Third Five Year Plan
greater emphasis should be given to small-
scale industries. There should be a network of
small-scalr industries in the country if you want
to save the country from poverty, from
want, from unemployment, and so on. In
1950, when I came to Parliament, I was asked
by a prominent person to go to Arab-Ki-
Sarai and see the small-scale industries set up

General Discussion
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help. It was really a wonderful thing. Today if
you go there, you will find that there is
absolutely nothing. The small-scale industries
are neglected to such an extent that you do not
find even a remnant of what you were once
taking pride about. That should not be the
case.

Then, regarding the matter of food, we are
told that we will be reaching self sufficiency
in food very soon. But I would consider the
food problem to be solved only on that day on
which you stop imports altogether. So long as
you are not stopping imports I am not
prepared to say that our food problem is
solved. There is another thing. We have got
excess population on land. That population
should be lifted and should be utilised
fruitfully in industry. Unless you do these two
things, I am not prepared to agree that the food
problem is solved. What has become of our
State trading? What has become of our
ceilings? What is going to happen to our joint
farming co-operatives? Where is our
mechanised agriculture? What has become of
our waste lands? What about fertilisers? These
are various questions which come up before
our mind, and we do not find any answer to
these questions.

SHRI BHUPESH GUPTA: You ask the
A.LC.C. Secretariat.

SHRI T. R. DEOGIRIKAR: T will tell you a
very wonderful story. The other day I was
listening to a rural broadcast and I was told
that the population of rats in India was six
times that of men. There are 240 crores of rats
in this country, and every rat consumes 12
pounds of foodgrains. If you make
calculations, the total amount of foodgrains
consumed by rats comes to about one crore
and 30 lakh tons. That means that 14 per cent,
of our foodstuffs is eaten up by rats. I do not
know whether those figures are correct or not
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SHRI BHUPESH GUPTA: Therefore, you
want to say that rats are very well fed.

SHRI T. R. DEOGIRIKAR: That is the main
problem. Rats are eating away a lot of food
and we are always in short supply in food.
That should not be the case. There is another
variety of rate in this country, that is, human
rats. My friend, Mr. Vallabharao, was very
vociferous when he said this morning that
corruption is here, there and everywhere, that
nepotism is there. But I would like to ask him
as to what happened in his Kerala State. Was
there no corruption there? So, we must not
throw stones at each other. We must realise
that it is want of national character and want
of a spiritual outlook that are responsible for
these things. So, punishing a man is not quite
sufficient. Mr. Deshmukh had quoted certain
instances. The Press reports say that he has
got' certain instances with him.

SHRI BHUPESH GUPTA; He has become
a nightmare.

SHRI T. R. DEOGIRIKAR: I have got also
some, but how am I to prove them? It is very
difficult in a democracy to prove that even
truth  is
truth.  So, it is very difficult.

[MR. DEPUTY CHAIRMAN in the Chair.]

1 want the foreign countries to understand that
it is because of our greatness, because of the
greatness of Indians, that we are admitting our
own faults. I am not prepared to admit that
there is no corruption in foreign countries. It
is only suppressed, it is not let out. Unfortuna-
tely India is victimised, and everybody says
that India is corrupt. But there are certain
things which must be done at the
governmental level where most of the
corruption is going on. It is not individual
corruption, I may tell you that. There are
chains and groups, and the whole thing is
corrupt by and large, though not all
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are so. It is not sufficient if a Minister says
that he is above corruption, that his Secretary
is above corruption. We admit that they are
above corruption, but it is not sufficient. They
must see that people round about them are
also free from corruption. Then alone they can
boast that they are free from corruption.

SHRI BHUPESH GUPTA: But Mr.
Deshmukh does not admit that.

SHRI T. R. DEOGIRIKAR: Then, Sir, we
were thinking of establishing a socialist
system of government in this country. Is that
goal any the nearer? I think we have got the
same things which are continuing.
Overcrowding in trains is there. There is
shortage of houses. There is .shortage of
foodstuffs. There is corruption. There is
unemployment. There is poverty. Cost of
living indices are rising. Everything is going
up. Still we are claiming that ours is a welfare
State. Let us not talk about a welfare State in
this country. Let us say that we are struggling
hard for establishing a democracy. But may I
tell you, Sir, that this Constitution which we
drafted was drafted under great pressure? The
pressure of the lingering British rule was
there. The pressure of the princely order was
there. The pressure of the refugees was there.
The pressure of our neighbours on the border
was there, and the pressure of the capitalists
was there. This Constitution was drafted under
these five pressures, and the time has now
come to revise our whole Constitution. I am
not saying at this stage that we should have
another Constituent Assembly. 1 would
however welcome it if a second Constituent
Assembly is appointed. After the experience
which we have got and in view of our
developing economy at the end of the Fourth
Plan period, if we appoint another Constituent
Assembly and if we revise the whole
Constitution the basis of which should be
removal of poverty .

SHRI JASWANT SINGH
): Like Pakistan.

( Rajas-than
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SHrI T. R. DEOGIRIKAR: Please do not
advise me like that. I am against Pakistan in
that respect. But if you are going to suggest
that there should be no change in the Constitu-
tion, let me tell you that in the history of the
world changes have come about through
revolutions. This thing must not happen in my
country. I may tell you another thing that the
opposition parties have no chance of coming
into power for a long time. China has done us
a great deal of good on this account. Well, Mr.
Bhupesh Gupta has no chance of coming into
power because China is responsible for it.

General Discussion

SHri BHUPESH GUPTA: If China has
done a good thing to you why not settle the
issue.

SHRI T. R. DEOGIRIKAR: My suggestion
is, if you want to overhaul the Constitution,
well and good. If not, you must amend the
Constitution, the basis of which will be to
give work to everyone who. demands work.
That must be the slogan. Then there must be
minimum wages. There must be rooting out
of poverty and giving equal opportunities to
all.

In the end I would like to mention one
thing. I had been to a Scheduled Tribes area.
People there do not as yet know that their
government has come into existence. I asked
them what their religion was. They knew
nothing about it. I asked them whether they
knew the gods of the Hindu religion. They
said that they did not know any gods. I went
inside their huts and saw that they had no
utensils and no clothes to wear. I do not
understand how they are pulling on these
days. (Interruption.) Mr. Bhupesh Gupta's
problem is altogether different from the
problem which I am discussing just now.

SHrR1 BHUPESH GUPTA: Did you ask
them if they knew about the Delhi gods?

SHRI T. R. DEOGIRIKAR: Sir, that is an
Adibasi area. There »re no
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roads there. Motor cars do not gov there.
Fortunately, we have got fifty workers of the
Gandhi Smarak Nidhi, who are the pride of
our country. You can go there and see what
tremendous work they are doing against odds.
I want to draw the attention of the Government
to this aspect. If you want to spend your
money on community development, you spend
all your money on areas like this and not on
the villages which are near about cities. That
will give you no return. So, these are our
problems and these problems must, be solved.
The Budget is an occasion when we can
review the whole situation and give in a
nutshell what our sorrows and sufferings are.

I support the Budget.

MRr. DEPUTY CHAIRMAN: Mr.
Babubhai Chinai.

SHrRI BHUPKSH GUPTA: He is here.

SHRI BABUBHAI CHINAI (Bombay): No
bombshell, I assure you.

Mr. Deputy Chairman, Sir, it is a rare and
happy occasion and coincidence that the
presentation of the Central Budget fell on the
birthday of the hon. Finance Minister. It is
also historic that this happens to be the
hundredth Budget of the Government of
India, as the first Budget was presented in
1860 by the then Finance Minister of India,
Mr. James Wilson.

SHRI M. P. BHARGAVA (Uttar Pradesh):
Shall we call it the centenary Budget?

SHRI BABUBHAI CHINAI: You may call
it so.

He was the pioneer in reorganising Indian
finances after the great national uprising of
1857. There is no doubt that the world has
moved far and so also this country, since the
first Budget was presented. Many
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brilliant men have presided over the financial
destiny of this country till now. Perhaps, no
one had such an infinite task to do as the
present Finance Minister has in the context of.
the existing circumstances, When the country
is struggling to emerge from a period of long
stagnation to one of self-generating economy.
When the hon. Finance Minister took charge
of our finances, he had behind him his
reputation as a great administrator, and the
entire country looked to him to steer the
nation out of the troubled waters. Mr. Desai's
second Budget for 1960-61 once again
suggests that the confidence reposed in him
has not been misplaced.

The greatest feature of this Budget is the
attempt to broad-base the structure of
taxation. There is a shift in emphasis from
direct to indirect taxation as a measure of
mobilising resources. Few can deny that
direct taxation has over-reached its limits and
that the main reliance for resources in the
future should be commodity taxation. Such a
taxation is necessary also for checking the
growth of consumption of commodities
whose supply is restricted or for which we
depend upon imports. It is also true that, the
administrative simplicity of these taxes, as a
rule, will not affect the willingness or the
ability of the people to put in more work. Of
course, the range of commodities and the
level of tax must be selected carefully so that
the burden does not fall heavily on those who
are not in a position to bear it any more. In
this task the hon. Finance Minister has
acquitted himself creditably, and he deserves
all cheers. It is just possible that opinions
might differ regarding taxation on individual
items but that is a matter of detail, and I am
sure that, the hon. Finance Minister will not
be wanting in giving appropriate relief
wherever the need be.

I think, Sir, that the hon. Finance Minister
has done well in leaving a substantial portion
of the revenue deficit uncovered, because of
the buoyant excise revenues in recent times.



266i budget (General), 1960-61 [3 MARCH 1960]

According to the latest  indications, the
yield from Union excise duties is mostly an
underestimate, for full account has not been
taken of the likely increases in industrial
production. Take, for instance, the yield
from the excise duty on sugar. It is placed at
Rs. 46-40 crores in 1960-61 as  against the
revised figure of Ks. 4736 crores in 1959-
60.  That is not enough.  Also, one has to
take into consideration the fact that sugar
production in the season commencing
November, 1959 has shown an upward
trend, and also that a large part of the
'release’ stocks will occur in the first half of the
financial year 1960-61. Similarly, the yield
from excise on cotton textiles is estimated at
Rs. 43 crores, i.e., at the same level of 1959-
60. Even in this case, it is more likely that
cloth  production will show an upward trend
in view of the improvement in the off-take
and consequently excise revenue would
also advance further. In view of all these, I
have no hesitation in saying that the
estimated excise revenue in 1960-61 would
be more at least by about 15to 20 crores
of rupees as compared to the estimate given
by the hon. Finance Minister. It is also
significant that the developmental expenditure
has been provided for at the peak annual rate
of Rs. 1,174 crores, taking the total outlay on
the Second Plan to Rs. 4,600 crores. This is
indeed heartening especially because at the
same time last year, there was a feeling that
even the attenuated Second Plan might
not be carried through successfully.

Again, he has not failed to make provision
for increased defence expenditure. He has no
doubt indicated that he would come before
the House again with a supplementary
demand if there were to be any increase in the
defence expenditure due to any aggravation
of the trouble on the northern borders. I hope
the occasion will not arise, but I am sure that,
if such an occasion were to arise at all, the
House will not be wanting in supporting this
demand.
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Even in regard to deficit financing, the hon.
Finance Minister has done the best of a
difficult job. It is indeed gratifying to note that
the total deficit financing under the Second
Plan will not exceed the limit of Rs. 1,200
crores. This contrasts with the earlier fears
that the deficit financing might exceed Rs.
1,400 crores. It is true that in the present
circumstances when the prices of essential
commodities are looking up leading to an
indication of inflationary tendencies emerging
in the economy, regarding which even such a
responsible person as the Governor of the
Reserve Bank has warned caution, it is
necessary that the Government should be
vigilant. Much can be-done still by economies
in civil and other non-developmental expendi-
tures.

So far as direct taxation is concerned, if at
all there is any criticism, it lies in the field of
omissions. Quite possibly, the Government
have been encouraged to be complacent by
the fact that the private sector has been able to
invest more than was expected in its
developmental programmes. It would perhaps
have been more realistic if the question of
giving relief in direct taxation would have
been thought of in the perspective of the
emerging Third Plan and the intensified
industrialisation which' requires fresher and
larger incentives for capital formation. It is
needless to repeat that, with the abolition of
the excess dividend tax, there is no meaning
in retaining the tax on bonus shares.

SHri  BHUPESH GUPTA: You want
tax vacation.
SHRI BABUBHAI CHINAI: 1 have not

asked for it; it is your imagination.
Sir, nothing would

Again,
be-lost in doing away
with the  Expenditure tax and the  Gift
tax, the-yields of which are relatively insig-
nificant and which have subjected the
assessees to needless harassment and! worry.
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it was at one time thought that a
good case had been made for reduc
ing company taxation from 45 per
cent, to, say, 42 per cent, but, Sir, the

reduction of S5 per cent, has been
confined only to the smallest con
cerns. There is no doubt that with
increasing industrialisation ~ and

better performance of the companies, the tax
revenues of Government from this source
would exceed by more than Rs. 15—20
crores. The hon. the Finance Minister would
recall that at the time when he introduced the
new scheme of taxation last year he stated that
it was only for procedural easiness that this
scheme was being enunciated and it mwas not
sought as a measure for increased revenues.
He has, no doubt, stated that he would require
some more experience before he could re-
consider the limit of 45 per cent. I hope the
time will not be far off when the tax limit will
be fixed at a lower level, thereby giving
incentive to further industrialisation.

There appears to be no reason why the
proposed rebate in Super-tax should be
available only for dividends received by any
company from an Indian company formed and
registered on or after 1st April, 1959. Cer-
tainly it should be made applicable for all
investments in any company, -whether formed
before or after 1st April, 1959.

Finally, Sir, I find there is also the proposal
which seeks to extend the period of exemption
from tax liability within which the new
industrial ~undertakings may begin to
manufacture or produce articles by another
five years. This is indeed a step in the right
direction. In order that this concession may be
of real benefit, it is necessary to provide that
the 6 per cent, return on capital and any
uncovered depreciation be allowed to be
carried forward for being recouped in later
years. [ further feel that any dividends
declared by the company out of current profits
for a period when the company is eligible Cor
this relief should also not be tax-
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ed in the hands of shareholders in order

that the benefit may be real.

Sir, a word more. There is the question of
distribution of dividends by an Indian
company out of past taxed profits. It is now
proposed that a sum equal to 10 per cent, of
the dividend distributed be given credit. But
such credit is to be given against the
company's fax liability on its income for the
previous year for which the dividend is paid.
For this purpose the dividend in respect of any
previous year is sought to be deemed first to
come out of available profits of the previous
year and the balance out of the available
profits of one or more immediately previous
years.

I am of the considered opinion, Sir, that the
credit of 10 per cent of the dividends declared
is small. Even though the reserves
accumulated in the past years might have
borne tax at rates lower than those in force for
the years 1957-58 and 1958-59, it will be
reasonable to assume that the average rate of
income-tax borne by them was 20 per cent.,
against the rate of 31.5 per cent, in 1958-59. 1
have no hesitation in saying that credit should
be increased from 10 per cent. Besides, the
proposal requires that the dividends in any
previous year should come first out of the
profits of the current year. As such, unless a
company makes losses or very small profit,
there cannot be the possibility of drawing out
of past reserves to declare the usual dividends.
Thus, it may not at all be possible to utilise
past reserves for dividend purposes and it will
mean that the credit available on past reserves
will be completely lost.

SHRI JASWANT SINGH: Mr. Deputy
Chairman, Sir, my friend, Mr. Bisht, prefaced
his speech by remarking that the position of
the Finance Minister is very difficult in these
modern times and, of course it is true, because
it is not possible to please everybody. Taxes
have to be levied and everybody feels the
pinch according to the school of thought the
people belong to. But the question to be
thought of is this, what
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taxes could properly be levied with least
inconvenience on the people concerned and to
what extent they could be levied. About the
difficult position of the Finance Minister, Sir,
there was a very clear case today. The opening
speaker, Mr. Vallabharao criticised the
Budget, because it was applauded by the
business class. Then there is the other point of
view which is represented, that the poor have
been hit more than the others. So 1 could well
realise the position of the Finance Minister in
a modern State and in modern times.

SHri BHUPESH GUPTA: But he gets
elected with the vote of the common man, not
business man.

SHRI JASWANT SINGH: Well, my idea is
a little different because, for election
purposes, money is supplied more by business
men than by common men. The common man
only votes, but the money is supplied by
somebody else. However, that is a different
matter; that has nothing to do here; it is
neither here nor there.

Now, coming to the Budget, I and other
Members of Parliament have been supplied
with a lot of data in the various documents
supplied along with the Budget papers, and
they give us a fairly clear picture of the
Budget, and by going through them one can
reach his own conclusions according to the
study one makes of the data contained in
these papers, and as far as the supply of
papers containing the materials and data are
concerned, I wish to record my appreciation.

Sir, I would now come to the actual
Budget. In paragraph 29 in part A of his
speech the Finance Minister shows the
estimated income and expenditure on revenue
account leaving a deficit of Rs. 83-90 crores
on revenue account. It will thus be noticed
that both revenue receipt and expenditure in
the coming year would be the highest ever.
For this he has been congratulated by my
friend, Mr. Deogirikar. and as far as
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the highest revenue and the highest
expenditure is concerned, surely the credit
goes to the present Finance Minister. Then,
Sir, in paragraph 79 in part B of his speech the
Finance Minister summarises the net effect of
the Budget proposals. According to these
proposals the total additional revenue would
stand at Rs. 23753 crores, reducing the revenue
deficit from Rs. 83-9 crores to Rs. 60'37
crores, and the overall deficit from Rs. 177
crores to Rs. 153 crores. Sir, it is proposed to
leave the revenue deficit uncovered, and I
agree with my friend, Mr. Deogirikar, and
others who say that it is a good thing that it
remains uncovered, because from last year's
experience we can well hope that with better
realizations this gap will further close, and
hoping it to be so further taxation has not been
levied and some relief to that extent has been
given to the people at large. The overall
deficit will naturally have to be met by the
expansion of Treasury Bills.

General Discussion

4p.M

In this connection it may be noted that up
to the year 1957-58, we were having surplus
Budgets, but it appears that in the foreseeable
future, a surplus Budget is not a possibility. I
agree with my friend, Mr. Deogirikar, that for
a long time to come we will have to face a
deficit Budget. But this should not worry us
because there are some countries, even more
advanced than ourselves, which also at times
have to face a similar situation. Thus the final
picture that emerges is that on the revenue
account our revenues are not keeping pace
with the expenditure which is allocated to
revenue.

Now, I would like to say a few words about
capital expenditure. During the next year, the
provision for capital expenditure stands at Rs.
370'84 crores for direct capital outlay. The
total planned outlay in 1960-61 will amount
to Rs. 1,174 crores. Thus the actual outlay in
the
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public sector, over the five-year period, will
be near about Rs. 4,600 crores. The Finance
Minister further stated in para 39, part A, of
his speech that the investment in the organised
private sector is expected to reach the total
envisaged in the Plan; it may even slightly
exceed. For this he has been duly thanked by
Mr. Chinai. Perhaps, it has been the reason
with the Finance Minister for not imposing
direct tax, taking into consideration the part
the private sector has played in the economy
of the country.

Coming to the ways and means position, it
has been shown to us that the total
disbursement of Rs. 1,126 crores will be met
from market borrowings, including receipts
from Prize Bonds, small savings, foreign
assistance, loan recoveries, miscellaneous
receipts, leaving a deficit of Rs. 177 crores
which will be met by the expansion of
Treasury Bills. Thus, if we dispassionately
see the picture, as has emerged from the
Budget papers, the position appears rather
disturbing and disquieting. This position has
also been endorsed by the Finance Minister in
para. 81, page 23, part B of his Budget.
Speech.

Now, Sir, I would like to say a few words
in regard to revenues. As far as the revenues
are concerned, there is not much to be said. 1
would only say that out of the total revenue of
Rs. 919-98 crores, including taxation
proposals, of course, customs and Union
excise duties are yielding the major, portion.
But the three taxes which were levied during
the last few years are an integrated taxation
system, namely taxes on wealth, taxes on
expenditure and taxes on gift. If we look at the
figures supplied to us, it appears that the
income from these sources is more or less
negligible. The tax on wealth has been
reduced from Rs. 12 crores to Rs. 7 crores.
The tax on gifts and expenditure is even less
than a crore of rupees each.
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As regards the expenditure, out of the
estimated expenditure of Rs. 980-35 crores
next year, Rs. 70809-crores fall under civil
expenditure and Rs. 272-26 crores under
Defence Services. With regard to civil
expenditure, the Budget papers disclose an
increase of Rs. 91-74 crores over the Revised
Estimates. Last year also the hon. Members
from this House as well as the other House
expressed concern about the growing civil
expenditure. The Finance Minister has also
made a reference to this effect in para. 28, part
A, of his Speech. He has referred to the
various steps that have either been taken or are
proposed to be taken to keep down the civil
expenditure. But, Sir, it appears that the steps
that have been taken or are proposed to be
taken are not sufficient, and something more is
required to be done. There is need for
diverting, more revenues into productive
channels.

General Discussion

I would not like to take much time of the
House by repeating what has already been
referred to by Mr.. Deogirikar in regard to the
reduction of non-developmental expenditure. I
hope this point will be borne in mind by the
hon. Finance Minister.

Coming to the Defence expenditure, a sum
of Rs. 28-56 crores over the Revised
Estimates has been provided for in the next
year. The reason for this increase has been
given in para. 33 of the Finance Minister's
speech. The background of the Estimates of
the Defence Services can be seen in para. 34,
page 11, part A. It says:—

'The estimates of the Defence Services
have been prepared against the background
of the present threat to our borders and I am
sure the House will not expect me to dilate
at any length on the measures which have
been taken and are under consideration tor
safeguarding the territorial integrity of the
country."
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Sir, here 1 thought that due to the situation
that has arisen, the expenditure would go
much higher. Even last year Rs. 24 crores
were reduced irom the Defence expenditure.
A new situation has not arisen this year. Sir, if
we were vigilant and if we had a practical
foreign policy for the effective defence of our
country .

SHRI BHUPESH GUPTA: And if you had
not the Defence Minister.

SHR JASWANT SINGH: That is the
opinion of my friend, Mr. Bhupesh Gupta,
and his party.

not arisen now.
on all sides by

Sir, this position has
We are surrounded
unfriendly countries.  From 1950 onwards,
we have been  seeing an army of liberation
advancing forward. Howsoever friendly and
kindly we may be towards such an army, any
wise man with foresight could have seen
good reason  for  having proper defences.
We see that Pakistan has occupied thousands of|
square miles of our territory. Again, our
erstwhile friend, China, has also
occupied thousands at square miles of our
territory and the Finance Minister feel3 that by
spending Rs. 2856 crores more on Defence,
our defences will "be sufficient to meet the
onslaught. I would respectfully submit that it is
acting like an ostrich which hides its head in a
bush when it sees danger. Why has this
position arisen? It has arisen because of our
unpreparedness and if the Finance Minister and
the Government of India feel that our
unpreparedness could be remedied by spending
Rs. 28 crores more, I think that it cannot be
and would not be a practical proposition. In
the past we have had the experience of even the

friendliest of nations becoming unfriendly
and today we are facing a humiliating
situation of our  Prime Minister meeting
the Prime Minister of China on his terms and
eating his own words which a few months back
he uttered, that he would not meet him, and
now he is prepared to do so. If we had been
prepared to  spend
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more money on defence, this would not have
happened. Only the other day, when the
announcement was made that the Prime
Minister of India had invited the Prime
Minister of China and that he had accepted
the invitation, my hon. friend, Shri Bhupesh
Gupta, congratulated both our Prime Minister
and Mr. Chou En-lai.

SHrRI BHUPESH GUPTA: And you almost
fainted in the lobby.

SHRI JASWANT SINGH: I was here, not in
the lobby. I agree with him that it is a case for
congratulation to Mr. Chou En-lai because his
point had been met and he stands to gain
something. He would not go empty-handed.
We have had the experience of such
conferences when Pakistan always got
something out of us and similarly I can bet, as
far as imagination can go, that he will go
away with something from us. Our Prime
Minister on the other hand, has to be
sympathised with, that he had to eat back his
own words which he used when he refused to
accept the invitation of the Prime Minister of
China on his condition.

SHrRI BHUPESH GUPTA: As long as we
have such fighting stuff as Shri Jaswant
Singh, we do not need atomic weapons.

MRr. DEPUTY CHAIRMAN: You will
have your chance tomorrow.

SHrRI BHUPESH GUPTA: He is almost a
Parliamentary rocket.

SHRI JASWANT SINGH: Therefore I would
have thought that the expenditure on Defence
should have been much more than what has
been provided for in this Budget, which is not
only inadequate but which is a mere farce, if
we have to make up the lee-way in regard to
our preparedness which we have neglected all
along. I know it is not possible. Where
territories are concerned, only
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enjoy those territories, not by
unpreparedness. I would now like to say a
few things regarding the taxation
proposals.

SHrRI BHUPESH GUPTA: Have you left
the border?

SHRI JASWANT SINGH: Yes. My friend
will have an easy conscience. 1 will not
disturb him on this point. 1 would come to
the taxation proposals.

In paragraph 53 of part B, the Finance
Minister states:

"In framing the taxation proposals for
the coming year, I have had in mind
something more than the immediate
needs of that

He further states:

"It is essential, in dealing with the
budgetary needs of each year, to think in
terms of broadening and adjusting the bases
of taxation so that the revenue raised
continues to expand with the years

n
He further states:

"While direct taxation will be kept under
constant and continuous review so as to
make it yield the maximum resources, the
bulk of the expansion in taxation will have
to come from indiroet taxation."

With this background and with this idea
before him, he has divided them into three
heads—indirect taxation, readjustment in the
existing rates of duty on certain commodities
and direct taxation. In regard to indirect taxa-
tion, eight new excise duties have been levied.
As far as indirect taxation is concerned,
nobody should have ordinarily any objection
because everybody in the modern world
should have some share in the payment of
taxation. You cannot always go on
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levying direct taxation. Even the poor people
in a certain way should comnnute their mile
towards the finances and resources of the
country. Therefore indirect taxation is as
much essential as direct taxation but here, in
regard to indirect taxation on commodities,
one must think as to what is going to hit the
hardest and which will be most inconvenient
and whether there can be any better alterna-
tives. In the present case, I will only refer to
one or two items from which the maximum
revenue would be coming. Take the cycle tax
or rather the essential cycle parts which have
been taxed for the first time. Other hon.
Members have spoken on this and I would add
my voice to the protest that cycle is a poor
man's vehicle, and there was a cry from the
other side that it would not cost more. Some
hon. Member on this side said that it would
cost Rs. 10 extra per cycle on the other side, it
was stated that it might cost only rupee 1
extra. I would like to know from the Minister
and the Government as to whether they have
tried to find out the economic position and the
sort of life of the poor people and the middle-
class people. Now, cycle is not a luxury, it is
an essential item for the performance of one's
duty and those who cannot make both ends
meet have to keep a cycle as a necessity and
in that case, even a rise of a single rupee
would be a much heavier burden than large
amounts on those who can afford. So it is the
most unuopular levy that has been made and it
is still hoped that before these taxes are
finalised and anoroved by Parliament, the
Members of the Congress partv at least, who
will have the important say in this matter.

General Discussion

i

SHrRI BHUPESH GUPTA: Most of
them do not ride cycles.

.SHRI
JASWANT SINGH: .. will persuade
the hon. Minister at least to remove this
burden and be the recipient of the blessings
of the-poor people.
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Regarding other items, naturally the cost of
living will rise and it appears that with these
additional levies, the poor and the middle
classes will have to pay more for everything.
As far as I can see, there is hardly any
commodity left which is used by the poorest
man and on which taxes have not been levied.
Probably fresh air is the only thing not taxed.

SHrR1 BHUPESH GUPTA: That is also
poisoned.

SHRI JASWANT SINGH: In due course
probably if people live in better places and
have more fresh air, the Finance Minister may
even feel the necessity of levying tax on air
but now that is the only free thing, otherwise
nothing is free and cost of living is rising so
rapidly. We are making progress, some people
said. Shri T. R. Deogirikar referred to the all-
round progress that we are making. But along
with this all-round progress, we also find
unemployment and other things also increas-
ing. They are also progressing and so
everything is keeping pace with one another. I
would, therefore, submit that at least as far as
cycle parts are concerned, the Finance
Minister should do something. He is a kind-
hearted man. A Finance Minister's duty is to
be cruel-hearted, but we understand that
otherwise he is a kind-hearted person and
since these cycle parts have reference mostly
to the poor people, I hope he would be good
enough to reconsider the matter and have this
excise duty on cycle and cycle parts
removed.

As I said a little while ago, there is hardly
anything left now which has no duty put on it
and since the number of undertakings is
increasing day by day, it is clear that this net
will be spreading, I mean the net of the excise
department. Therefore, a new approach will
have to be
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there on the part of this department so that
avoidable inconvenience and harassment may
really be avoided. As I was submitting, there
is nothing now which has been left without
taxation by way of excise duties. Therefore,
inconvenience and  harassment  would
naturally be there in the matter of collection.
Therefore, 1 say a new approach is very
necessary and the Finance department will, I
hope, kindly pay heed to that matter.

Gerneral Discussion

With regard to the readjustments, I have to
submit that some of these levies were levied
somewhere in 1955, 1954 and 1953 and since
then some of these articles have not been
touched. Now, after five or six years,
readjustment has been thought of and though
this will not bring in any large income, all the
same, a large number of items have been
readjusted. There are some of these items
again, which will prove very hard on the
common people. Take, for instance, transport.
Formerly, of course, large vehicles etc. were
subjected to duties. But now the Finance
Minister proposes that even commercial
vehicles and small and medium cars should be
subjected to duty ranging up to 15 per cent, ad
valorem on all types of motor vehicles.
Formerly, only certain types of motor vehicles
were subjected to the tax. Now, whether they
are commercial or even small or medium cars,
there is this tax on all of them. Then again,
there is the basic rate of duty of another 25
naye paise per imperial gallon on refined
diesel oil. This will be a heavy burden on road
transport and will react adversely on its
further development which is so very
necessary in order to meet the increasing
traffic requirements which our railways would
not be able to cope with. Here we have to get
the Third Five Year Plan started. We are still
in the last year of the Second Plan. We want
quick transport and we want the bottlenecks to
be removed. I do not know
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[Shri Jaswant Singh.] how far the economic
condition of our people is improving as a result
of these budget proposals. As far as my
experience goes, the life of the people is
getting more and more difficult and when
prices rise like this, the situation will become
even more difficult. Therefore, even the
slightest rise in the prices of things in use in
everyday life will tell very heavily on them.
Transport being a very great necessity, its cost
will naturally go high. These arej as I said,
very essential things and when these are
affected, naturally the employment position
also will be affected and there will be an
undesirable set-back in many things. On the
one hand we want the standard of living of our
people to rise. In other countries we see that
large numbers in 'the population have cars. Of
course, the standard in the U.S.A. is a different
matter. But in other countries also, in other
democratic countries and other countries also
the standard of life is getting higher. But here
we are putting a handicap on the
encouragement of even those people who own
small or utility cars, and even on those who use
the buses because even the user of the bus will
have to pay more now.

As Mr. Deogirikar said a little while ago, in
the present Budget proposals, the taxation will
apply from the foot—because even heels and
soles have been subjected to duty—right up to
the head. Therefore, the man will have to pay
more under the present proposals to the
Finance Minister and so things will be very
difficult for him. I submit that the hon.
Finance Minister should pay more heed to
these matters and consider them again before
the proposals are finally approved. To these
matters which go to make the poor man's life,
the middle-class man's life more difficult, he
should apply his mind and try to give these
peo-ple some redress.
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So far as readjustments are concerned,
there is going to be an increase in the duty on
wines and spirits and other alcoholic liquors.
This is dealt with in paragraph 72 on page 20.
I know the hon. Finance Minister is a puritan.
He does not believe in vices and he does not
have any vices, as far as I can understand. But
we are all ordinary human beings and we
cannot reach that standard. We have our vices
and we want to have our comforts and we also
claim under the Constitution our Fundamental
Rights.

But encroachment is being made on these
rights under some pretext or the other because
of prejudice or because of dislike of some
commodities and it does not behove a person
of the position of a Minister in the
Government to allow prejudice to have
predominance over what is correct.

SHrl BHUPESH GUPTA: Does he stop
you from drinking?

SHRI JASWANT SINGH: I don't know
whether he ever drinks.

SHRI BHUPESH GUPTA: No, no. Has he
stopped you from drinking?

SHRI JASWANT SINGH: He has stopped
me in this way that before the war I could get
Scotch Whisky at about Rs. 10 a bottle and
now I cannot get it for anything less than Rs.
55 or Rs. 60.

SHRI BHUPESH GUPTA:
consume?

Still  you

MR. DEPUTY CHAIRMAN: Order, order.

SHRI JASWANT SINGH: I consume. I do
not deny myself the great pleasure of drinking
and I take even greater pleasure in giving
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it to others for drinking purposes when they
com, to see me. So, when the price goes up to
Rs. 65 and Rs. 70 a bottle those who are con-
noisseurs and who like good things, they will
be obliged to beg, borrow or steal and spend
all that money. All that money will be wasted
and this will do harm to the country in one
way or the other. If the hon. Minister chooses,
let him stop it and have complete prohibition
all over the country. The Finance' Minister, I
know, tried it in Bombay. He can have the
satisfaction that he passed a law, but that was
never a success and it will never be a success.

SHri BHUPESH GUPTA: So you want
national reconstruction by making Scotch
Whisky cheap?

SHRI JASWANT SINGH: Therefore, I
submit that the duty that is proposed to be
levied now on wines, spirits and alcoholic
liquors is prohibitive and it will not help the

country.

SHRI BHUPESH GUPTA: Johnny Walker
will.

SHRI JASWANT SINGH: The hon.
Minister may have a little more income, but
the people would spend more money which
they would have saved and used to help the
country in other ways.

Next, I would like to say a few words about
the direct taxation. There has been no change
made in the rate structure of the personal in-
come tax and no increase has been made and
so far so good. For that we should be thankful
to Mr. Chinai and many others.

I see from the morning's papers that even
the business class people have some
grievances, particularly those referred to by
Mr. Chinai.

The Finance Bill contains provisions for
the amendment of the Expenditure tax and the
Gifts tax. The income
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from these imposts is very negligible and it is
a different matter altogether whether these two
measures should be removed or not. I am
personally not interested but all that I wish to
say is that it is wrong in principle that such
amendments should be brought in through the
Finance Bill. We know that these two
measures are covered by separate Acts, the
Expenditure Tax Act and the Gifts Tax Act
what the Finance Minister is trying to do is to
have those Acts amended through the Finance
Bill. T object to that on principle. This matter
was referred to the Direct Taxes Enquiry
Committee which has recommended that all
substantial changes in the taxtation law should
as far as possible be made through specific
amending Bills which would provide for full
opportunity for detailed consideration by
Parliament. If amendments are necessary to
these two Acts, then let specific amending
Bills be brought forward before Parliament so
that Parliament can fully discuss the amending
provisions and then arrive at a decision but
bringing in amendments through the Finance
Bill is very wrong.

General Discussion

Prof. Kaldor had suggested an integrated
scheme of taxation which was not eventually
accepted but during the last three or four years
something over Rs. 200 crores has been
brought in from the various taxation measures
suggested in that integrated scheme. It was
hoped that the integrated scheme would be
brought in on the lines suggested by Prof.
Kaldor but that hope did not materialise. One
item was brought in last year and it was
sincerely hoped that since the yield of
Expenditure Tax was very negligible it would
be removed and that the whole thing would
become a really integrated scheme of taxation
but somehow or the other that has not been
done. This matter does not affect me; I am
neither sorry nor happy because I am
unconcerned but I would say as a matter of
principle that in the future years, amendments
should be brought in separately and not
through the Finance Bill so that Parliament
can go through them properly.
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There are many happy features which
have been referred to by various
Members and so I would not take the
time of the House in going through them,
I would end my speech in a couple of
minutes by referring to this prize bond
scheme. This is a new idea and the
Finance Minister has said that this was
suggested to him. He has brought this
thing in because he also likes this. In
great dismay Mr. Deogi-rikar referred to
this thing as un-Gandhian and he was
very sorry that one of the disciples of
Gandhiji should have introduced a
scheme like this which is nothing but
gambling. In this respect I cannot speak
with authority as the followers of
Gandhiji but I can say that there are many
principles laid down by Gandhiji which
are not being observed now and,
therefore, this prize bond scheme is in
line with such action. Therefore, I do not
see why unnecessarily Mr. Deogirikar
should have felt unhappy over this. Of
course, there is much room for
improvement and in the present form it is
nothing but pure gambling. It is a lottery
cent per cent and there cannot be any two
opinions about this. It is a bad thing and
coming as it does from the Finance
Minister of Mr. Morarji Desai's
personality, it is really surprising.

SHRI BHUPESH GUPTA: He is only a
teetotaller.

SHRI JASWANT SINGH; The puritan
that he is, he should not give en-
couragement to gambling and I would,
therefore, submit that the terms of this
prize bond scheme should be liberalised.
There should be some interest attached to
the sums deposited.

SHrR1 BHUPESH GUPTA: SupDOSP
Scotch Whisky was included among the
prizes?

SHRI JASWANT SINGH: That would
be a very good thing.

There should be some kind of interest
added to the money so that this sum will
apear to be a sort of
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investment and not pure gambling as it
looks now.

It has been noticed in the last few years
that non-budgetary considerations have
tended to be more important than the
budgetary ones. As I submitted a little
while ago, no Government can do without
taxation; taxation will have to be imposed
but it should be such as will not
inconvenience the people, as will not
throw a heavy burden on the people and
make life unbearable. The present
position is unbearable. So far as the
excise duties are concerned, there are
many items which can be removed from
the purview of such taxation and there are
also obvious things the levying of duty on
which would not have been felt by the
people. This levy would have removed
much of our difficulty in regard to
finance and we would not have to have
recourse to borrowings, both foreign and
internal and the starting of new schemes
like the prize bond scheme which is
nothing but gambling pure and simple. I
have time and again made suggestions
but they have not been considered at all.
While talking of those who do not agree
with the Government, the Prime Minister
has often said that they are people who
are cut away from the main current of
life, that they are not moving with the
world, that they are static and so on but,
Sir, this Government with such a Prime
Minister at the helm of affairs is more
static than those whom the Prime
Minister criticises. We say that the world
is moving fast and that we should also
move with the world. T would like to
know whether there is any country in the
world today which has got prohibition? If
the hon. Minister removes prohibition, if
he tries to move with 'he rest of the
world, if he is not static —if he wants to
remain in isolation, that is a different
matter but if he wants to be practical and
if he wants to keep in line with the main
curren-t then he should know that
prohibition is the first item which should
be removed. Many of the things which
are being objected to by us, by Mr. Bhu-
pesh Gupta's party and by the busi-
nessmen will automatically go away
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and the country will have plenty of
money if you only do away with prohi-
bition. You are not only spending money
in enforcing prohibition but you are also
losing money. Then, Sir, secondly salt is
another thing which 1 have been
suggesting and it is high time that the
hon. Finance Minister revised his
prejudices. He should move with the
times and have a duty on salt and that
also will bring in a large amount of
money and all our ills will disappear.
Thank you, Sir.
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MR. DEPUTY CHAIRMAN: The House
stands till 11 A.M. tomorrow.

The House then adjourned at five
of the clock till eleven of the clock
on Friday, the 4th March 1960.



