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in  this House those  few  words  said many 
years ago by a great poet: 

"Spite of despondence, of the inhuman 
dearth 

Of noble natures, of the gloomy days, 

Of all the unhealthy    and    o'er- 
darkened ways Made for our 

searching; yes,    in 
spite of all, 

Some shape of beauty moves away the 
pall 

From our dark spirits." Let us live in that 
faith and hope. 

1 P.M. 

MESSAGES FROM THE LOK SABHA 

I. THE  RESERVE      BANK      OF      INDIA 

(AMENDMENT) BILL, 1960 

II. THE ESTATE   DUTY    (AMENDMENT) BILL, 
1960 

SECRETARY: Sir, I have to report to the 
House the following two messages received 
from the Lok Sabha, signed by the Secretary 
of the Lok Sabha: — 

(I) 

"In accordance with the provisions of 
rule 96 of the Rules of Procedure and 
Conduct of Business in Lok Sabha, I am 
directed to enclose herewith a copy of the 
Reserve Bank of India (Amendment) Bill, 
1960, as passed by Lok Sabha at its sitting 
held on the 26th April, 1960. 

2. The Speaker has certified that this Bill 
is a Money Bill within the meaning of 
article 110 of the Constitution of India." 

(H) 

"In accordance with the provisions of 
rule 96 of the Rules of Procedure and 
Conduct of Business in Lok Sabha, I am 
directed to enclose herewith a copy of the 
Estate Duty (Amendment) Bill, 1960, as 
passed by Lok Sabha at its sitting held on 
the 26th April, 1960. 

2. The Speaker has certified that this Bill 
is a Money Bill within the meaning of 
article 110 of he Constitution of India." 

Sir, I lay these two Bills on the Table. 

MR. DEPUTY CHAIRMAN: The House 
stands adjourned till 2.00 P.M. 

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

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

THE FINANCE BILL,  1960—contd. 
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SHRI P. N. SAPRU (Uttar Pradesh) : Mr. 
Vice-Chairman, on the Appropriation Bill I 
had some remarks to make about the 
incidence of indirect taxation in this country. 
I said that the question whether the 
incidence of indirect taxation has not 
reached a very high limit should be 
considered with a fresh mind. The Finance 
Minister in his observations said that as we 
move towards a socia--xistic pattern of 
society the incidence of indirect taxation 
was bound to go up. That no doubt is true to 
a certain extent, but it must be remembered 
that we are working a mixed system of 
economy and the capacity of the people to 
bear indirect taxation is limited. We have 
got a poverty-stricken people; the middle 
classes are a poor lot and we must not make 
conditions difficult for them. That was my 
point. 

Now, Sir, I am glad that the Finance 
Minister has given some relief in this matter 
of indirect taxation. I note that substantial 
relief has been given under the revised 
proposals to the film industry by prescribing 
graduated scales for cinematograph films. 
Agricultural tractors, I note, are going to be 
exempted from excise duty. Duties on 
medium-size cars, staple-fibre fabrics, cycle 
freewheels and rims will also be reduced. 
Now, I would have liked the relief to go 
further but I note that the total amount of 
relief granted will be to the extent of Rs. 47 
crores. I would like to make a suggestion. It 
has become imperative, for us to think in 
terms 'of State trading, State businesses and 
State industries. I would not say that we 
should do away with the private sector 
altogether. That is not my point but it has 
become increasingly important for us to 
think in terms of State trading, State busi-
nesses and State enterprises.   I would 

1 also like the State and private enter-! prises 
to become partners in what they call "co-
partnership" schemes. I would like industries 
to be run on 1 the basis of 51 per cent. State 
capital and 49 per cent, private capital. I would 
also suggest that we take up seriously the 
question and see whether it is possible for us to 
amend our Company Law in such a manner as 
to make our workers actual shareholders in the 
companies in which they are working. My 
mind is working in the direction of what Mr. 
Joseph Grimmond calls 'co-ownership'. It is 
not profit-sharing that I am thinking of. I want 
our workers to be participants as shareholders 
in the industry in which they are working. 
There must be representation of workers on the 
directorate as well. 

Apart from this, I would like the question 
of social security to be taken up seriously. 
We have a Social Welfare Board no doubt 
but the average man is entitled to ask: "What 
are you going to do for me in the immediate 
present? You want me to make sacrifices for 
the remote future. All right but are you doing 
anything for me for the immediate present?" 

Let us take the case of old men, men who 
have reached the age of 65 or thereabout. 
The joint family system is breaking down. 
We have sons and daughters who do not care 
as much for their parents as people in the 
olden days used to but I am not blaming 
them. Conditions are very hard these days. 
Therefore we must have a system of old-age 
pensions in this country. I am proud to tell 
you that my own State of U. P. has given a 
lead in this matter. We have introduced a 
system of old-age pensions in U. P. I 
remember recommending a priest who was a 
pious man for a pension. He had served our 
family well. I am not interested in priests but 
I am interested in human beings. I remember 
that priest coming up to me and asking me to 
help hi m to get some relief under    the    
old-age 
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[Shri P. N. Sapru.]  
pension scheme. I certified as to his character, 
etc. and he was granted an old-age pension 
but he did not unfortunately live long enough 
to benefit by it. I think in Centrally ad-
ministered areas, we should have some 
scheme of old-age pensions and we should 
give a direction or lead in this matter to the 
other States of India. I think the Finance 
Minister should take up this matter with the 
Finance Ministers and Social Security 
Ministers  of  the  State Governments. 

SHRI BHUPESH GUPTA: If they are to 
introduce this, they will want money from us 
immediately. 

SHRI P. N. SAPRU: We find money for so 
many things, we find money for steel plants, 
we find money for very ambitious schemes 
but we do not find money for schemes of a 
beneficent character. I would also like thought 
to be given to the question of whether we 
should not have some social security schemes 
for orphans and widows who are unable to 
support themselves. They have a claim not 
upon our charity but upon a sense of justice of 
the community. I do not consider these 
measures as measures of charity. They are 
measures of social justice and socialism has 
little meaning if it does not mean a better life 
for the common man. 

Then I would like to invite your attention to 
the fact that the price line is very high and is 
not showing any tendency to go down. I do 
not know what is the reason for this tendency. 
It is a matter for enquiry as to whether deficit 
financing, external and internal borrowings 
and heavy taxation have not created a 
situation which leads to inflationary pressures. 
So we must devise machinery for holding the 
price line. We must not be afraid of physical 
controls if necessary in order to maintain the 
price line. 

I would invite your attention to the 63rd 
report of the Estimates Committee in which  
that  Committee has 

observed that there is no uniformity in regard 
to the submission of annual reports and 
accounts of public undertakings to the 
Parliament. There are cases in which they are 
not submitted in time and there are cases in 
which they are not submitted without the 
auditor's report. We have set up a number of 
public bodies in recent years. I see no reason 
Why the reports of all these bodies should not 
be submitted to Parliament. I see no reason 
why the reports of these bodies should not be 
scrutinised carefully by discussions in 
Parliament. This is an important matter and 
upon the manner in which Parliament exer-
cises its control over tine public sector will 
depend the future of the public sector in which 
we are so much interested in this country. 

I should like to say one or two words about 
public health. Prevention, as men of medicine 
will tell you these days, is better than cure. 

As everybody knows, the most important 
thing for the prevention of diseases is an 
adequate supply of pure drinking water. But 
we know that there is no adequate supply of 
pure drinking water, or rather there is no 
supply of pure drinking water in our villages. 
Our villages, therefore, become the breeding 
ground for diseases and that too preventable 
diseases. Therefore, the poor man is entitled to 
insist that there shall be the highest priority 
given to the supply of pure drinking water in 
rural areas. I think it will take about a hundred 
crores of rupees. I have not worked out the 
figures and I am rather bad at figures —but I 
think it will take about Rs. 100 crores to cover 
the countryside with protected wells. 

Next, Sir, I would like to make a reference 
to the .valuable report of the Tyagi Committee 
on tax evasion. I would say that I generally 
agree with their view that the incidence of tax 
evasion is not as high as Prof. Kaldor makes it 
to be. There are some persons who think that 
tax evasion is to the extent of about Rs. 400 
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or Rs. 500 crores a year. I think that all these 
are exaggerated estimates and I think the 
Finance Minister was on right lines when he 
said that the incidence was not as high as it 
was made out to be. Whatever be the 
incidence of tax evasion, the thing is wrong 
and it should be stopped. I make no 
distinction between the man who evades taxes 
and the man who forges documents or the 
man who embezzles money or the burglar 
who burgles in our houses. These tax evaders 
are scums of society. They are not pillars of 
society, though they often pose to be pillars of 
society. There should,  therefore, be . . . 

SHRI BHUPESH GUPTA: But they are the 
patrons of a particular political party. 

SHRI P. N. SAPRU: But you have got 
patrons in foreign lands. The most disgusting 
feature about my hon. friend's party is its 
foreign allegiance. 

SHRI BHUPESH GUPTA: Are there tax 
evaders there also who evade Indian taxes? 

SHRI P. N. SAPRU: There are tax evaders 
in your ranks also and I can say that our party, 
whatever you may say, can claim to be more 
pure than your party. 

I think we need more Income-tax Officers 
and I have got a lot of sympathy for these 
Income-tax Officers. They do their jobs pretty 
honestly, I think, and they do their job pretty 
efficiently. They are hard working. But you 
cannot expect them to do the impossible. You 
need to increase their strength and you must 
have adequate staff in order to be able to 
tackle this problem of tax evasion. 

Next, I would like to say a word 
about the inheritance taxes. I made 
a reference to this question of in 
heritance taxes in my speech last year 
and I would like to repeat what I 
said then I do not like 
this    institution      of inheritance 
and     I     am     reminded     of     John 
193 R.S—7. 

I Stuart Mill's feelings with regard to this 
question towards the end of his life. He had 
come to the conclusion that this system of 
inheritance was wrong and needed to be 
controlled. I think in order to provide some 
incentive we may be able to put up with it to 
a certain extent, but I thing there should be 
different slabs for different types of people. 
For example, the slab on the grandson when 
he inherits the property should be higher than 
the slab on the son and when the property 
goes into the hands of the great-grandson, 
care should be taken to see that the property 
disappears altogether, because an attack on 
inheritance is necessary. 

SHRI BHUPESH GUPTA: Shall we wait 
till  :hat day comes? 

SHRI P. N. SAPRU: The institution of 
inheritance is a bar to the creation of an 
egalitarian society. With inheritance it is 
difficult for society to give equal 
opportunities to all. With inheritance in its 
present form a man cannot start life without 
avoidable handicaps. We have to approach 
our task not in the spirit of economic or social 
obscurantists. We have to approach our task 
in a radical spirit, and we have to approach 
our task in the spirit of men who look to the 
future. We have to approach our task in the 
spirit of men who believe that it is possible 
for them to create good living conditions, 
with effort and zeal and with determination to 
do the right and the just thing. 

SHRI K. SANTHANAM (Madras): Mr. 
Vice-Chairman, I propose to confine myself 
strictly to a few major issues of taxation and 
financial policies. I know that it is a tradition 
of the debate on the Finance Bill to range 
widely from Peru to China. 

SHRI BHUPESH GUPTA: And from father 
to the great grandson 

SHRI K. SANTHANAM: Sir, a Finance 
Minister can pursue two policies of taxation. 
One is that he may adjust his taxes so that 
annually his budgets  are  as nearly balanced     
as 
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unhealthy trends are corrected and healthy 
cendencies promoted. This is the policy which 
ought to be pursued by a mature economy 
where industries and employment have 
reached a high level. The other policy is to 
have a stiff dose of taxation one year and give 
the country two or three years to assimilate 
that taxation and become prepared for a fur-
ther dose. I think it is this policy which is 
suitable to a developing economy. It is no use 
having pin-pricks year by year Six, in this 
connection, I wish to pay my tribute to Shri T. 
T. Krishnamachari, whose courage and 
foresight have enabled the country to have a 
rest from taxation for the last three years If 
today all the State budgets are balanced, it is 
due to his foresight. 

I know, Sir, that the present Finance 
Minister has courage to face unpopular 
decisions but somehow I feel that in this 
matter of taxation and general financial policy 
he is hesitant, he is not sure of himself, and 
therefore he has allowed himself to pursue 
what I would call this pin-prick policy. By 
levying numerous taxes, which would bring in 
about Rs. 20 to Rs. 22 crores, he has not 
covered the deficit. He has not prepared the 
country for the inauguration of the next Five 
Year Plan. In my view either he should have 
given a sort of tax holiday this year to the 
country and said that it must be ready to face 
the burdens in the first year of the Third Plan 
or he should have raised Rs. 50 crores or Rs. 
60 crores and at the same time announced that 
for the next two or three years there would be 
no further taxation so that the country could 
settle down. Today we are in the unfortunate 
position of having numerous taxes yielding 
small amounts and thus creating a lot of 
agitation throughout the country but then 
these amounts do not cover even this year's 
deficit. In the next year, unless the Finance 
Minister is willing to take to large-scale 
deficit financing which will be ruinous, which 
will increase the forces of inflation which 

are already prevalent, he will have to raise Rs. 
70 crores or Rs. 80 crores or Rs. 100 crores of 
revenue; otherwise, he cannot start the Third 
Five Year Plan. Therefore, I earnestly plead 
with the Finance Ministry that it must make 
up its mind and over the doors of its office 
this slogan should be put up '4\ qT *TT f^T 
ifa' -the man who  doubts perishes. 

SHRI BHUPESH GUPTA: Then according 
to what you have said of the Finance 
Minister, he will perish inside the room. 

SHRI AKBAR ALI KHAN (Andhra 
Pradesh): He did not mean it that way. Please 
do not interpret him like that. 

SHRI K. SANTHANAM: I think he will 
survive  all your comments. 

I agree with the Finance Minister when he 
said that the country has to depend more and 
more on indirect taxation because direct 
taxation can be collected, is being collected, 
from only one per cent, of the families in the 
whole country and at the present level of 
incomes, he cannot easily extend this. This is 
in sharp contrast to the position in the United 
States of America and in the United Kingdom 
where almost every family is paying income 
tax. There are about sixty million families 
paying income-tax in the United States of 
America and about twenty million families 
paying income-tax in the United Kingdom as 
against a mere six or seven lakhs of assessees 
in India. 

DR. B GOPALA REDDI:    It is one 
million. 

SHRI K SANTHANAM: One million, that 
is, ten lakhs. Therefore, while It is quite true 
that indirect taxation has to be resorted to, 
here also some general principles should be 
followed. Indirect taxation should not be 
levied on either industrial raw materials or 
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on transport because such taxation multiples 
itself enormously and results in a greater 
increase in price than is warranted by the 
actual taxation. It is highly unfortunate that 
this year the Railway Minister should have 
levied a surcharge of 5 per cent, on freight and 
the Finance Minister should have levied 
taxation on diesel oil. What is the effect? It 
goes on multiplying on every item of 
production and on every item of distribution 
and it is not possible to calculate the effects of 
such taxation. On the other hand, if indirect 
taxes are confined to articles of consumption, 
the consumer may be hard hit but that is the 
price he has to pay for development. It will 
not affect production and the effects will be 
calculable. Therefore, I would suggest that it 
should be a rule of policy that indirect 
taxation should be confined to consumption 
articles, and as far as possible to those con-
sumption articles which are either luxury 
goods or articles which are avoidable, which a 
man can avoid and yet keep his health and that 
of his  family  intact. 

Sir, while I agree that direct taxation cannot 
be enhanced, there are many methods by 
which the existing resources can be enhanced. 
I feel that there should be a clear distinction 
between taxes on salaries and taxes on 
business, trade, profession, etc., because the 
full amount of tax is being collected from the 
salaried people while only a partial amount, 
probably not more than fifty per cent. is being 
collected from business, profession and 
callings. If the rate is about fifty per cent, 
higher for business, profession and callings, 
then after evasion you may get something like 
the present rate. For instance, there is hardly 
any lawyer, any doctor, any trader who does 
not take part of his income in cash and does 
not show it in his accounts. This is very well 
known. 

DR. B. GOPALA REDDI: Very sweeping 
remarks. 

SHRI AKBAR ALI KHAN: Question. 

SHRI P. N. SAPRU: It is a very harsh word. 

SHRI AKBAR ALI KHAN: It is very 
sweeping. 

SHRI P. N. SAPRU: I object to these words. 

SHRI K. SANTHANAM: There are not 
many lawyers—I would put it that way. 

SHRI SHEEL BHADRA YAJEE: It is a 
fact, Sir. 

SHRI K. SANTHANAM: I think sometimes 
truth is bitter and I am here to speak the bitter 
truth. 

SHRI N. M. LINGAM (Madras): Generally 
speaking it is so. 

SHRI K. SANTHANAM: All right. There 
are honourable exceptions for everything. 
What should we do? The first thing is to 
increase the rate of tax on them. 

DR. B. GOPALA REDDI: On lawyers 
alone? 

SHRI K. SANTHANAM: On professions, 
business and on callings, where you cannot 
deduct the tax at the source. If you increase 
the rate of tax—to say fifty per cent, in the 
case of these professions and callings  .   .   . 

SHRI J. S. BISHT (Uttar Pradesh): Will that 
not be a violation of the Constitution? 

SHRI AKBAR ALI KHAN: On what basis 
will you discriminate? 

SHRI K. SANTHANAM: There Is no 
question of discrimination. Any salaried man 
will be treated one way; any professional man 
will be treated another way. There is no 
constitutional objection. There is nothing un-
constitutional in saying that a professional 
man need not be taxed in the same manner as 
a salaried man. 
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friend's contention that the taxation policy of 
a country should depend on the basis that a 
section of its  citizens is  dishonest 

THE VICE-CHAIRMAN (PANDIT S. S. N. 
TANKHA) : Please let the hon. Member 
continue uninterruptedly. 

SHRI K. SANTHANAM: It is a fact and our 
taxation policy should be based on facts, not 
on fiction. 

Secondly, I think that a list of taxpayers 
and the tax paid by them should be published 
and broadcast as much as possible. 

SHRI BHUPESH GUPTA: Like the 
electoral rolls. 

SHRI K. SANTHANAM: For instance, 
there is nothing to hide when people pay land 
revenue. There is no secrecy about it. Why 
should there be any secrecy about income-
tax? If wide publicity is given then I am sure 
there will be a sense of prestige, there will be 
a sense of fitness that will come into play and 
no doctor who is getting Rs. 2,000 will show 
his income as Rs. 200 or Rs. 500. His 
standing in his own profession will fall. That 
will be the case with the merchants also. 
When he says that he is paying income-tax 
only on Rs. 10,000 then people will not deal 
with him, the banks will not give him any 
loan. Therefore, this will ensure that the 
people at least try to keep their income for 
taxation at a reasonable level consistent with 
their status in society. 

SHRI H. P. SAKSENA: There are many 
good points in your argument. 

SHRI K. SANTHANAM: You may take the 
good and leave out the bad. Sir, the time has 
come for the simplification of income-tax. 
There is no justification for having a 
surcharge and a special surcharge. In the old 
days they were meant to cheat the States of 
their share of the taxation because these 
surcharges were meant 

exclusively for Central expenditure. Now, 
after the reform of the company taxation, 
probably the next Finance Commission will 
have to recommend that the entire proceeds of 
income tax will have to be divided among the 
States and that the Centre should be content 
with the taxation on companies. I think the 
Centre can raise more taxes from companies 
than from individuals and it will be a clean 
division which will be wholesome for the 
country. Therefore, it is time to simplify the 
taxation structure and in the field of company 
taxation the sooner the exemptions are done 
away with the better it will be. Sir, people 
speak of encouragement and rebates for new 
industries. The expenditure on the Plan—
thousands of crores a year—itself constitutes 
the biggest incentive. All the consumers, 
especially the upper "middle class consumers, 
all the contractors, all the technicians are full 
of money and there is no need to give further 
incentives. The capital will be forthcoming 
and all these exemptions and rebates should 
go and it will mean a valuable source of 
income to the Centre. 

Sir, I wish to say—I am trying to make it as 
brief as possible—a few words about the 
federal financial relations between the Centre 
and the States. Now, matters are coming to a 
curious state. This year—in 1960-61—the 
Centre is to give about Rs. 729'34 crores, 
nearly half by way of subventions and grants 
and half by way of capital loans out of which 
the States have to repay Rs. 103 crores for 
repayment of loans and Rs. 61 '97 crores for 
payment of interest. That is to say, it is nearly 
one-fourth of the amount which is given by 
the Centre and it is becoming more or less a 
book adjustment. If things go on at this rate, at 
the end of the Third Five Year Plan the 
amount given by the Centre and the amount 
paid back by the States to the Centre will be 
equal and the whole thing will be reduced to a 
mere farce. 
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state of self-sufficiency. 

SHRI K. SANTHANAM: It will be 
satisfactory book-keeping without the money 
passing from one to the other. 

Now, I strongly object to the present 
system of matching grants. This is 
one of the causes of wastage of money 
throughout the country. The States 
are going in for schemes of which they 
are not enthusiastic because other 
wise they could not get the Centre's 
portion of the matching grant. A 
State is not anxious to manufacture 
palmyra jaggery but unlessr it goes in 
for palmyra jaggery, the Centre will 
not give any money. I will give one 
interesting   instance.     In Vindhya 
Pradesh there was no need for Gosadans; the 
whole State was full of vacant land. But the 
Centre was giving cent per cent, for some 
years and 75 per cent, for some years and the 
Gosadans had to be started because the 
Minister said that it would give employment 
to some people. At first the number of cattle 
that the workers could put in the Gosadans 
was less than the number of cattle that were 
eaten away by the tigers but the Gosadans had 
to be established and their number increased 
because of this principle of matching grants. I 
have taken an extreme case in this instance. I 
do not say that all matching grants are bad or 
they have not been utilised but there is a 
tendency for wastage of money in this 
principle of matching grants. Let the Centre 
say, T shall give only so much money to every 
State. If you put more in the till you can have 
a larger programme and if you do not raise 
any money then you will have a smaller 
programme.' So let there not be a competition 
in wastage. 

Sir, only one more point. I am glad that the 
Finance Minister has started the Prize Bonds 
but I regret to say that the scheme has not 
been given that start which I expected it 
would be given. 

SHRI BHUPESH GUPTA: But some 
photographs appeared all right. 

SHRI K. SANTHANAM: It was worth 
starting the bond scheme on a large scale or it 
was not worth starting at all. From the 
beginning they should have calculated that 
they would collect, say, Rs. 100 crores and 
started with Rs. 50 or Rs. 60 crores worth of 
bonds in stock. I was in Bombay on the 1st 
April. Within two hours all the bonds were 
sold out and the counters were closed. That 
has been the case everywhere and that is why 
there has been no publicity for those bonds. 
Why should the Government launch a scheme 
in a spirit of hesitancy? If they have no 
confidence, they should not start a scheme. If 
they have confidence then they should have 
seen that every post office, every treasury, 
every branch of any bank m the country had 
enough stocks so that the initial enthusiasm 
could not have been damped by this paucity 
of bonds. 

In this connection, I have to suggest one 
thing. The 100-rupee bonds are all right but I 
feel that the 5-rupee bonds should have been 
made State-wise, because tnat will ensure a 
certain minimum number of prizes for each 
State. Now it may happen—I do not say it 
will happen—that all the prizes may get 
concentrated in one area and there may be 
disappointment. The 100-rupee bond must be 
national; but the 5-rupee bond must be sold on 
a State-wide basis. 

And finally the peasants should be 
protected. Today as it is, it is a bearer bond. I 
think every peasant, every poor man, who 
buys a bond must be authorised to put his 
name and have it converted into an owner 
bond so that anybody who cheats him or who 
steals it away from him would not be able to 
get the prize. The prize must go only to the 
person whose name is put on the bond, this 
will not creat  any  administrative  problem. 

Sir, I have not been able to deal with many 
of the points I wanted to take up, but I thank 
you for the opportunity you have given me. 
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SHRI K. K. SHAH (Bombay): Mr. Vice-
Chairman, Sir, the Finance Bill does not 
represent the policy; it is not a policy-making 
statement. The Finance Bill must interpret the 
policy of the Government or the policy laid 
down by Parliament and therefore the Finance 
Bill should be looked at from the point of 
view as to whether the socialistic pattern of 
society which has been accepted by 
Parliament and th ? country is reflected in the 
Finance Bill. Sir, I was very happy when my 
hon. friend from the Opposition, Mr. 
Ramamurti, referred to the question of what 
was the assessed income and what was 
ploughed back by Govern-m nt. I thought that 
by using these figures, he would do justice to 
the Finance Bill and to the finance department 
but unluckily in his anxiety to find fault 
everywhere he missed the bus. He referred to 
the fact that in 1949-50 the amount assessed 
was Rs. 615 crores and in 1959-60 the amount 
assessed was Rs. 1184 crores and his 
argument was that even though the assess d 
amount had gone up from Rs. 615 crores to 
Rs. 1184 crores what was ploughed back was 
simply Rs. 80 crores approximately; that is, it 
was Rs. 159 crores in 1949-50 while in 1959-
60 it was about Rs. 242 crores. Now, let us 
examine whether th • criticism levelled by Mr. 
Ramamurti that the rich has become richer 
and the poor has become poorer is justified by 
these facts. The taxation structure which has 
been employed by the finance department, I 
thought, deserved handsome encomium for 
the simple reason that an individual on his un 
arned income paid 84 per cent, maximum 
income-tax besides paying wealth-tax on 
unproductive investment. 

[MR. DEPUTY CHAIRMAN in the Chair] 

Then so far as the public or private limited 
company is concerned, I think the House r 
alises the change that was brought about last 
year.   First of all 

45 per cent, is paid by way of 3 P.M.   
tax.   No rebate is given.   The 

dividend comes into the hands if an 
assessee after the tax is deducted. 

The deduction that is made from the declared 
dividend and it is only taken advantage of by 
a man who does not pay a higher tax. But 
when it comes to a man who earns more than 
Rs. 30,000, the man instead of getting ad-
vantage of the deduction pays about 84 per 
cent, maximum. Therefore, my friend ought to 
have known that if the assessed income goes 
up and if something less is ploughed back, 
then it means that the number of assess-ees 
has increased. The increase in the number of 
assessees relates to smaller assessees and not 
bigger assessees. From the facts collected I 
find that in 1949-50 the number of assessees 
was 4,45,506, whereas in 1958-59 the number 
of assessees was 8,40,137. This shows that the 
Finance Ministry has succeeded in 
interpreting the policy and that is, so far as 
this country is concerned, those who are 
capable of paying more must pay more and 
those who are not capable of paying more 
must not be made to pay more. Everybody 
pays according to his capacity. That principle 
has been amply borne out by the taxation 
proposals which have been brought forward 
by  the Finance Ministry. 

Then, Sir, I was amused to find my friend, 
Mr. Ramamurti, saying that the real wages 
had gone down. In fact, he said that the 
common man's income had gone down and 
people suffered while the rich people had 
become richer. I hope he r alises that in the 
wage structure, the base of the wage or the 
standard income, dep nds upon, first of all, the 
price of foodgrains. If the price of foodgrains 
is the base of the wage policy or the cost of 
living, then he must find out where these 
foodgrain prices go. Do^ it go into the hands 
of the rich man or does it go into the hands of 
the common man? I find from the statistics 
collected in the booklet "Estimates of National 
Income" that this country's national income is 
about Rs. 11,000 crores, out of which the total 
agricultural income is 61 • 9 per cent. In other 
words, it is Rs. 6,100 crores. 



2295 Finance [ 27 APRIL I960 ] Bill, 1960       2296 

SHRI MAHESWAR NAIK (Orissa): How 
is it disturbed? 

SHRI K. K. SHAH: I shall deal with it, if 
you have a little paaence wivh me. If my hon. 
friend is worried I may tell him that I am not 
in favour of the rich man, I can assure him. 
The entire property that belongs to a rich man, 
you can take away and I will be with you. But 
just see what it comes to. Since he has raised 
the point, I shall first refer to that. The 
national income is Rs. 11,000 cror s. The 
population is 35 crores. Therefore nobody can 
have more than Rs. 300 per year. That means, 
even if my friend, Mr. Bhupesh Gupta, were 
the Finance Minister and the Communist 
system were to work in this country, even then 
according to the present estimates available, 
each man cannot use more than Rs. 25 per 
month and if you want him to use more than 
Rs. 25 then you must find the money from 
somewhere else. May I know, even under the 
Communist system, with the present national 
income at Rs. 11,000 crores, how you ar^ 
going to increase the national income? How 
are you going to industrialise this country? 
How are you going to have capital formation, 
unless even under that system, out of the Rs. 
25 per month that he is earning, you take 
away about Rs. 10? That means, even if the 
Communist system or the socialist system, or 
whatever system prevails, in the present 
condition of the country . . . 

SHRI BHUPESH GUPTA: May I ask a 
question, since he was good enough to refer 
to me? Suppose Mr. K. K Shah and I go to a 
shop. He takes the whole of the chicken. I 
take a cup of tea and he takes a cup of tea. On 
an average we have taken half a chicken  and  
one  cup  of  tea  each. 

SHRI K. K. SHAH: I have not followed 
him. 

SHRI BHUPESH GUPTA: Will you explain 
it to him? Suppose he eats roasted chicken . . . 

DR. B. GOPALA REDDI: He is a 
vegetarian. 

SHRI BHUPESH GUPTA:  I do not 
know    what    system he follows . . . 

(Interruption) 

MR. DEPUTY CHAIRMAN: Order, order. 

SHRI K. K. SHAH: I have given an answer. 
We both belong to the same profession. You 
say he is able to eat. I am not able to eat. Why 
do you take away from me, why do you not 
let him starve? I do not agree with you there. 
The law of averages applies when there is not 
enough. First of all, I referred to the point—
and I hope my friend will be good enough to 
listen to what I say—that 84 per cent, of the 
income of a man who is capable of paying, is 
taken back. On the top of it we are charging 
other taxes. I have made it clear that I do not 
hold any brief on his behalf. I am only trying 
to point out that Mr. Ramamurti should have 
been fair. He should have said that there is no 
room now for further direct taxation. 
Unluckily we are forced now to go to indirect 
taxation. Indirect taxation does not please the 
Government, if it can be helped. 

SHRI BHUPESH GUPTA: From where did 
they get money for the Kerala election? 

SHRI K. K. SHAH: I am used to this kind of 
interruptions. We have been seasoned lawyers 
and there are numerous interruptions both by 
the court and by the other side but we don't 
miss the point. Therefore, I should like to 
assure him that it will not help him. I was 
trying to point out that he was quite right 
when he had touched the touchstone of the 
taxation policy of the Government. But 
having done that, he failed to do justice. Do 
not run away from the truth and do not find 
fault with the Government simply for the sake 
of finding fault. For example, he said that the 
real wages have gone down. I was speaking 
on that point. Now, wnen you say that the real 
wages nave gone down, you cannot say that 
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Rs.     11,000 crores.   if  the  real  wages  had 
gone down,  the value  of  the national income   
also   would   have   gone down. For    
example,    take    the    case    of a whiie-
coliared man.   If I have     a htue more 
sympathy for him, I think it is justified.   11  
he is earning    Rs. 300  today and     if     he  
was  earning Us. i50 in 1939, surely you will 
agree witn me that the value of this Rs. 300 
has come down  to Rs.  150.   In    the same 
way, when you talk of wages, it also  depends  
upon   the price  of  ihe rest  of  the  articles,  
especially, food-grams which you are called 
upon to use.   When you speak of real wages, 
in that connection, it will be wrong to look 
upon the national income as Rs.  11,000 
crores.   Then,  the average income will not be 
Rs. 25 per    head, per month, but it will be 
much less. My friend was very eager to find 
out how  the  national  income was  distri-
buted.   I would request him to  look at Table 
on page 2 given in the "Estimates of National 
Income", which has been distributed to all the 
Members. The   total  of income     from     
factory establishments  and small enterprises, 
comes to about Rs. 21 hundred crores. Total 
income from agriculture is about Rs. 61 
hundred crores.   Then   the income from     
'other     commerce     and transport' accounts 
for Rs. 16 hundred crores.   If you like, out of 
the factory establishments  and  small 
enterprises, one half may be taken as going    
to smaller men  and  the remaining half to the 
others.   The entire income out of commerce 
and industry is not therefore more than Rs. 21 
hundred crores out  of  which   1194 crores     
is  taxed. Look  at    the    figures    which    
were quo'ed by Mr. Ramamurti. When we 
speak  of national  income,  we    must not    
equate     the    wages    with    the national   
income.   It  is   only  production  which  can  
be  looked  upon     as national income.   I do 
not know how these calculations have taken    
place. If an  agriculturist's  income    is     Rs. 
1,000, and out of Rs. 1,000 if he pays Rs.  500  
to labour and the    labourer with  part  of  that  
amount  purchases foodgrains,  the  sum  of 
Rs.  500 with 

which he makes purchases cannot   be part of 
national income. Now, surely the  price     of 
foodgrains     and     the amount  that he spends 
for the purpose  of purchasing foodgrains,     
both cannot    be    national    income.      The 
national  income  is   the  produce     of the 
foodgrain.    If a man has laboured and whai. he 
has got    from that labour is utilised for the 
purpose of purchasing     foodgrains,     it    is    
not national income.   If you add that Rs. 500 it 
is not national income.   In the same  way,  the  
factory  labourer     is working  in  the  factory.   
It  is     the production  in  the factory  which     
is national income.   The wages earned by the 
labourers are not    national    income.   
Therefore,  when we  talk     of assessed 
income, we must remember that out of the total 
income of about Rs. 21 hundred crores, Rs. 
1194 crores are    assessed.    Therefore,    to    
talk glibly  that there has been  a     large scale 
evasion is not correct.    There is evasion.   I do 
not say that there is no evasion.   I am prepared 
to admit that as a lawyer.  (Time bell rings.)  I 
am grateful to you,  Sir, for giving    me this 
time.   I would only refer to one argument of 
my hon. friend, Mr. San-thanam, and it is a 
very vital argument.   That is why I am 
referring to that.   His   argument  is  that     in  
the first year of the Five Year Plan you must 
take all such steps as you can to tax.   But  he  
referred  at  the     same time to the fact that 
ours is a growing economy.   He also agreed 
that ha our growing economy we had reached 
the maximum taxation limit for direct taxation 
and we must resort    to indirect taxation.   
When you say    that ours is  a growing     
economy,     it is wrong to tax in the first year 
and not to tax in  the subsequent four years. On 
the contrary the Finance Ministry, I am very 
happy,  is  watching carefully that the balance 
is maintained, and  whenever  the  balance     is     
not maintained,   you  must  come     before the 
House and take a little more out of that section 
which has    benefited more.   From the 
taxation proposals— I am sorry the time at my 
disposal is not enough—I would have been 
able to prove that the policies    that    are 
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followed by the Finance Ministry are 
completely right. If you tax for the first year 
and allow the remaining four years in a 
growing economy to go without mopping up 
the additional income that has accrued, you 
will repent. I will therefore take this oppor-
tunity to say that the policy that has been 
followed is the real policy for interpreting the 
socialist pattern of society. 
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"This Seminar regrets to note that the 
imposition of an excise duty of 15 per cent 
on shoe com ponents manufactured by 
power units has adversely affected many 
small scale industries run by Scheduled 
Castes and acted in a manner detrimental to 
their* welfare. Moreover it acts as an un-
necessary burden on the poor consumer. 
Therefore it appeals to th< Government of 
India to withdrav the cess completely from 
the smal power units." 
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MR. DEPUTY CHAIRMAN: Dr. Gopala  

Reddi. 

DR. B. GOPALA REDDI: I thought Mr. 
Bose was speaking; you have not called him.   
I have no objection. 

MR. DEPUTY CHAIRMAN: Shri Sri 
Rama Reddy. 

SHRI N. SRI RAMA REDDY (Mysore): 
Mr. Deputy Chairman, Sir, I rise to extend my 
warm welcome to this Finance Bill. Sir, this 
Bill is framed in conformity with our social 
objective, namely the establishment of a 
socialistic pattern of society, a co-operative 
commonwealth, through democratic methods 
of Government. We have been steadily 
marching ahead, Sir, towards this goal, and 
our Finance Minister who has kept up to this 
pattern generally deserves to be congratulated 
by this House. The management of the public 
finances of a great country like ours with a 
view to ultimate production of a self-
sustaining and self-generating economy is 
beset with great complexities, yet bold 
approaches have been made to this economic 
problem of the country for we cannot build a 
great future by timid approaches. 

Sir, the main obstacle in our economic 
development has been the growth of 
population. It is said that our population is 
growing at the rate of 8 million a year. 
Though vigorous attempts are made by our 
Finance Minister in spending for the eco-
nomic development of the country— amounts 
which look like astronomical figures—yet the 
drag of increase of population seems to be 
consuming all the extra wealth produced.   
Thus,    a 
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phenomenon of severe strain is noticed in our 
economic development. If our population 
increases at the rate of 1.8 per cent, per 
annum, as is said to be the case, or say by 2 
per cent, in round figure, and if the wealth of 
the country also increases by 2 per cent, per 
annum, how can we progress? The position 
would be static. Even if you liquidate the 
entire rich class who, even according to our 
Communist friends, may not number more 
than 4 or 4J lakhs of families in the entire 
country, the problem of our poverty remains, 
and wealth is not produced or increased as is 
the main object of our Plan of economic deve-
lopment. 

I am very happy, Sir, that our able Finance 
Minister has kept this in view and aims at 
primarily increasing the national wealth 
through all means available in the country—
be it, the public sector or the private sector— 
at a rate far exceeding the growth of 
population. - The object is said to be to 
double the national income by 1967-68 and to 
finally achieve the doubling of the per capita 
income of the country by 1973-74 even 
though the rate of population is increasing by 
2 per cent, per annum. 

This naturally calls for sacrifices by one and 
all. Those that are capable of bearing direct 
taxes must be willing to do so. I know that the 
present tax structure of the country in the form 
of direct taxes like wealth-tax, estate duty, 
super-tax, income-tax, etc. are such that they 
can never make a rich man richer as the 
Opposition has sought to make out. Well, Sir, 
under a faithful system of tax collection and 
tax payment, the incidence of richness will, in 
course of years, be reduced to a very desirable 
optimum level. There are instances of 113 or 
even 120 per 'cent, of tax levied on income. It 
is but right that the tax structure should be so 
framed as to reduce the far too rich people to 
an optimum level.   Therefore, in this direction 
all 

the direct taxation measures undertaken by 
our Finance Minister require to be given a 
hearty welcome by every one of us assembled 
here in this House and also in the country 
outside. 

Sir, our friends of the richer classes should 
not grudge this. They must very willingly pay 
taxes. Evasion of income-tax or other taxes 
should be considered an anti-social act. I am 
very happy that our Finance Minister is giving 
a go-by to all secrecy of records of an indi-
vidual assessee. This only shows his 
earnestness to put an end to evasion of tax. It 
is true, Sir, that there is large-scale evasion of 
tax but this is a social evil. I am convinced 
that the Finance Minister is doing everything 
possible in his power to combat this social 
evil. 

In this connection I would like to point out 
to both the richer classes of people as well as 
to our ultra-communist friends that to the 
extent our rich friends—be they industrialists, 
bankers or merchants—agree to pay taxes 
faithfully and honestly, they save democracy 
for us in this country. Sir, in a country like 
Britain which is one of the most advanced 
countries in the world industrially, if today 
there are only 190 persons who had a net 
income of £6,000 a year after payment of 
taxes as per 1955 figures, does it not show 
that democracy is an effective answer to th* 
problem of mass poverty? 

On a closer examination we find the 
strange phenomenon, viz. that the range of 
inequality of income is far greater in 
Communist Russia than in semi-capitalist 
Britain or capitalist U.S.A. 

I have seen, Sir, very recently a publication 
in the Press that notwithstanding 
collectivisation so ruthlessly practised in the 
U.S.S.R. for nearly 40 years now, more than 
80 per cent, of the country's egg production is 
secured from private farms and more than 50 
per cent, of milk 
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and butter production also is secured from 
private farms. This points out to the utter 
futility of nationalisation or collectivisation 
of human economic activity as the only 
means of economic development. 

Sir, our socialism is not distribution of- 
poverty. Our democracy is not just giving or 
taking of votes. Our democracy is a way of 
life where everyone is assured of his freedoms 
of course, subject to such limitations as the 
public good demands. In this context—this is 
fully borne out by the Finance Bill—while 
conceding the right of the public sector in all 
important basic industries, our Plans have left 
enough room for private enterprise. This is a 
fitting tribute to our socialism on the one hand 
and to our democracy on the other. So far 
with regard to the financial affairs or the tax 
structure of the country. 

Now, Sir, I would like to lay stress upon 
one salient factor of our economy, viz. the 
agricultural sector. It is said that about 71 per 
cent, of the people here are dependent upon 
agriculture. Now, what is the national income 
derived from the agricultural «ector? It is 
shown here as little less than 50 per cent, of 
the total national income. If that be so, I 
would like to request the Finance Minister to 
ponder over the entire affair. If 71 per cent, of 
the total population depends upon 50 per cent, 
or a little less than 50 per cent, of the total 
national income, how can we bring about the 
socialistic pattern of society, I would like to 
know. With thi;: anomaly existing, is it ever 
possible to bring about a socialistic pattern of 
society? 

Sir, as I said once before, the pressure on 
the land is too great. Too great a number of 
our people are dependent upon land. Not only 
people, but too great a number of livestock 
are also dependent on the land. While 
planning for reduction of population we 
should ' plan for reduction of cattle population 
also that is dependent on land.   Of course, 

it is very well known that family planning has 
got to be popularised, popularised on a 
national scale so as to bring down the 
population to the 'optimum' level. We are 
having 200 million cattle, far greater than any 
country in the world possesses. They derive 
their sustenance from the same land on which 
we depend. Therefore, there is a necessity to 
reduce the cattle population of the country. 
Unless we do that, the agricultural economy of 
the country cannot be said to be very sound. 
Even the importance of the cattle, on account 
of the motor coming into the field, is getting 
less and less. After all, in course of time, with 
the development of co-operative farming etc. 
it. is quite possible that the cow or buffalo will 
be required only for giving milk and not for 
any other purpose. Already more than 80 per 
cent, of the traction on the road has been 
replaced by lorries. What guarantee is there, 
who can predict, that the work on the farm will 
not be replaced more and more by motor 
power? Already the encroachment of the 
diesel engine and motor is there on the farms 
also. That means we have to put in more 'milk 
character' in the cow or buffalo. We have to 
lay a proper foundation in this respect also. 

One word more. Dairy development and 
marketing work is being undertaken by the 
country and it is not going, once again, on 
right lines. We have sworn by democracy, we 
want democratic institutions to be built up 
everywhere. But what is happening? The 
bureaucratic system of working the dairies in 
every State is being practised. We have the 
monumental example of the democratic 
institution of the Kaira District Co-operative 
Milk Union which has achieved results, far 
beyond the expectations of the founders of 
that institution itself but all that experience is 
being brushed aside and bureaucratic methods 
of establishing dairies, as is happening in 
Delhi, are followed. Why should it be so? We 
want democracy to flourish, flourish at every    
stage.      Nobody    should    be 
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opportunity to build up our country according 
to our dreams on democratic lines. So I 
earnestly suggest to the Finance Minister—I 
myseli am a dairy man—that democratisation 
should be taken to, at all levels. 

DR. B. GOPALA REDDI: Mr. Deputy 
Chairman, Sir, this is the third occasion when 
this hon. House is discussing the Budget and 
the taxation proposals, first on the General 
Discussion on the Budget, then on the 
Appropriation Bill and now, lastly, on the 
taxation proposals. I am sorry to find that 
there is not much difference between one 
discussion and the other, whether it is General 
Discussion on the Budget or whether it is on 
taxation proposals or on appropriation by the 
various departments. When I find that the 
same ground is being covered, I do not know 
whether something could be done, whether 
we could allow all these things to be 
discussed on all the three occasions or 
whether we could devise some method by 
which they could be compartmentalised. That 
is a suggestion which I want to make. 
Anyhow there is the theory that anything 
under the sun can be discussed—that is the 
usual phrase. 

Now, a large variety of subjects have been 
covered on all the occasions—whether it is 
China or whether it is the economic factor 
that is operating, whether it is the Common-
wealth Conference which the Prime Minister 
is attending and whether South Africa should 
be or should not be discussed there—all these 
matters have come in for a good deal of dis-
cussion this time. Certainly it is very 
encouraging that very few people have 
spoken about the taxation proposals. It shows 
that they have tacitly approved of all the 
taxation proposals and they have 'taken off*. 
It is a 'take-off discussion. They did not want 
to live on the terrestrial globe but they wanted 
to take off to the  other subjects  and  talk     
about 

China, South Africa and other subjects. So, in 
a way, I take it that hoa. Members are 
generally in agreement with the taxation 
proposals of the Government. So far it is quite 
a welcome thing and. I appreciate the 
leniency with which the Government was let 
off, as far as the taxation proposals are 
concerned. 

I first come to Mr. Ghosh's speech again. It 
is very pleasing to hear him because he is a 
very good speaker, he has a nice voice also 
and it was also very pleasing to hear him, the 
other day also and today also he made a very 
nice speech. 

SHRI H. P. SAKSENA: He has got a 
silvery voice. 

*"DR. B. GOPALA REDDI: I accept the 
phrase. He has promised also to agitate and to 
din into the ears of the Government as long as 
he is a Member of this hon. House about the 
organisational efficiency which the 
Government must aim at. There is no 
controversy about it. I am in perfect 
agreement with what he has said. We do want 
greater efficiency in our corporations, in our 
Governmental machinery, in all the Block 
Development Organisations. Right from the 
village to the State factories, we want 
certainly greater efficiency in our 
organisations. But when it js not there—
according to him, it is not there—then we are 
taking every step to see that we take up this 
question of organising our machinery, and 
training up our own technical personnel or 
managerial personnel. All these steps are 
surely being taken up. It is no use dinning into 
the ears of the Government that managerial 
scarcity is there OT technical scarcity is there 
and therefore nothing is being done etc. After 
all he has appreciated what is being done, and 
he said that it could be better. There is no 
controversy about it. There is no difference of 
opinion about it between us. 

SHRI SUDHIR GHOSH: Talent already 
exists in the country.   I haYe 
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said that it should be utilised. If the country is 
devoid of talent, it. is useless to blame "the 
Government. My point is that men with talent 
exist in the country. You have to find means 
of using them in organisations in which they 
can be fitted, so that more wealth could be 
produced. 

DR. B. GOPALA REDDI: Even organising 
or husbanding all the managerial skill that we 
have in the country also requires some time 
because as he himself admitted, the 
Governmental machinery is attuned to a 
certain pattern of administration and it has to 
switch on to a new pattern where it has to take 
huge responsibility and it has to attune itself 
to the new requirement. From the two 
speeches that I heard from him, 3 did not get 
any positive or constructive suggestion. 
Instead of merely saying that there is scarcity 
of managerial skill, or technical skill or that 
the Government is not organising them or 
canalising them, etc., I want certain particular, 
concrete suggestions emanating from the hon. 
Member and they will certainly be considered. 

SHRI SUDHIR GHOSH: I have indicated to 
you briefly as to how to make your 
autonomous authorities genuinely 
autonomous and effective. Please do 
something about it. 

DR. B. GOPALA REDDI: That is a matter 
on which he has to educate the hon. Members 
of Parliament. It is not entirely in the hands of 
the Government. After all, when you want and 
when hon. Members ask questions like "Why 
such a thing has happened in a particular 
corporation?", we have to ask them why it has 
happened. We have to explain on the floor of 
the Houses and therefore our hon. Members 
are to be educated on that point. There is 
nothing which the Government alone can do, 
because we are in the hands of the Members 
of Parliament and it is up to him to address 
Members of all sides and we have to arrive at 
certain conventions in this matter.    We 

would certainly like to give greater autonomy 
to the corporations. There is no doubt about it. 
The very fact that we are keen on having these 
as corporations and not merely departmental 
undertakings under the Directors of Industries 
or under the Ministry of Steel, Mines and 
Fuel, shows that. We do not want them to be 
corporations and corporation means, of course, 
autonomous but again there is the question of 
responsibility, accountability of the corpo-
ration to the Parliament and to the 
Government. These are matters which are 
greatly involved and even the Congress party 
took some steps last year and appointed a 
Committee with Mr. V. K. Krishna Menon as 
Chairman and they have also given some 
report and everybody is thinking about it. 
Certainly it is a matter in which we could all 
come to the same conclusion perhaps. There is 
no difference of opinion that the machinery 
must be made more energetic, must be made 
adaptable to the new environment, climate, 
etc. Therefore, there is no difference of 
opinion between him and myself. I only tried 
to justify the existing machinery and said what 
the Government is trying to do and therefore 
he need not be distressed at the speech I made 
on the last occasion, because after all the 
administrative machinery also comes for a 
good deal of criticism and I had to defend it 
and I also wanted to tell the hon. House that 
the administrative machinery has given a good 
account of itself in the last few years. I only 
wanted to say that. I want Mr. Ghosh to come 
more and more with positive suggestions for 
making the corporations and other ventures 
more   efficient   and   energetic. 

4 P.M. 

Mr. Ramamurti—he is not here— raised 
some very fundamental issues. He deplored 
that the ' rich were becoming richer and the 
poor poorer, that the entire benefit of the 
increase in the national income was not 
widely distributed. He repeatedly posed the 
question:  Who was benefited by this 
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income? Sir, he grew eloquent about the 
distribution of the national income. I may also 
say that some of his figures were not quite 
correct, but that is by the way. He raised that 
matter in a very eloquent manner. I do not 
know whether he wants the entire lot of rich 
people to be taxed out of existence. 

[THE VICE-CHAIRMAN (PANDIT S. S. N. 
TANKHA)  in the Chair.] 

SHRI H. P. SAKSENA:    To become 
paupers. 

DR. B. GOPALA. REDDI: It is usual for 
the Communists to plead for direct taxation 
and to say that we must take more and more 
recourse to direct taxes and leave the poor 
people free from indirect taxes because these 
hit everybody, every consumer. But where 
only a million people are paying income tax, I 
do not know whether there is any scope and 
possibility of getting more from these one 
million people, leaving out the rest of the 
population, all the rest of the community to 
themselves, and to confine all our taxation 
proposals to those one million people. I do not 
know whether that is possible. Though it is 
being repeated every time by hon. Members 
opposite, I do not know whether that is 
possible at all. Their expedient seems to be a 
sort of shortcut. Tax the rich out of existence 
and let there be nationalisation of industries 
and let the private sector be destroyed 
completely and let it be exterminated; and then 
perhaps the Communists will be fully satisfied 
with the economic policy followed by the 
Government. Till that time, I think, they will 
never be satisfied with what the Government 
is trying to do. The rich should be taxed out of 
existence, the private sector exterminated and 
the entire industry must be nationalised. Only 
then will '.hey be satisfied with what the 
Government are trying to do. Otherwise thev 
will not be satisfied at all. In that case, if I 
have to do that, :f the Government is to do 
that, we may ag 

well sit there, we need not sit on this side of 
the House. 

SHRI GOVINDAN NAIR (Kerala): We 
have accepted a mixed economy and in that 
the private sector is accepted. 

DR. B. GOPALA. REDDI: I am yet to learn 
that my hon. friends have accepted that the 
private sector should exist, I am glad to hear 
that. But I would like to know whether it is for 
the time being or is it for all time to come? 

DR. A. SUBBA RAO (Kerala): We do not 
want the few rich people to become richer. Put 
them under check. 

DR. B. GOPALA. REDDI: ' That is exactly 
the fundamental difference between the 
Government and the Communist ideologies. 
We do uot want to follow their expedients and 
to try to become rich suddenly by 
exterminating certain sectors. Thero is no 
escape from having more investments. After 
all, these expedients will not pay, these short-
cuts will not pay us very long. They may pay 
us for a year or two, but they will never make 
the country richer. You can kill anybody. You 
can exterminate anybody; but that is not going 
to make the country richer. Unless we create a 
climate for greater investment— and that can 
only come from savings which again can only 
come from greater production—the economic 
condition of our country cannot be improved. 
Therefore, let us not go away with the idea 
that something in the nature of easy 
expedients can be resorted to and the country 
can be made) self-sufficient and seftf-
generating and everything will be all right. We 
do not agree at all with that dogma. 

As I said, there is no escape from inviting 
greater investments from Ihe people and it is 
always so in the transitional period. There is 
investment and for some time there is no 
benefit accruing from it. For instance, there 
are some irrigation projects on which we 
spend crores and crores «f 
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rupees; but it will be 10 years or 15 years or 
even 20 years, before the entire ayacut or delta 
is developed and we begin to get some fruits 
thereof. Likewise there is a time-lag in every 
investment and once the benefit starts accruing 
to the community, then our economy will take 
to the starting point, the take-off or the flying-
off, as it is called. Till then we have to face 
this dilemma in the transitional period. We 
have to go through this travail before we can 
see the dawn of prosperity and it is no use 
being impatient about these things. There is 
the inevitable time-lag and we are now in that 
period of transition. There is the investment, 
but the fruits thereof are not forthcoming 
immediately and we have to put up with this 
transition period for some time to come. And 
we have to increase production. Of course, that 
is what everybody says. But how to increase 
production? How to hold the line? All these 
matters have been discussed and they have 
been engaging the attention of everybody con-
cerned. It is not as if it has escaped the 
attention of the Government or of the Planning 
Commission. But for all these things, there are 
no short-cuts and it is no use being impatient. 
Whoever wants the price level to be out of 
control? Whoever wants the entire economy to 
be out of gear? Whoever wants that there 
should not be greater production in the 
country? Well, we ere all engaged in that work 
and we have the same ideology and we are 
trying to reach the same goal. However, 
certain techniques have to be gone through, a 
certain period of training has to be gone 
through and we have to organise, as Mr. 
Ghosh wants, on a large scale and on a mas-
sive scale, and only then we will be able" to 
give a good account of our economy. 

Mr. Ramamurti also said that while the 
national income had gone up during the last 
few years, the income-tax that came into the 
coffers of the Government had not 
progressively increased. He says that although 
there is an increase in income    from 

Rs. 615 crores in 1949-50 to Rs. 1,184 crores 
in 1958-59, the tax collected is only Rs. 
159'66 crores and Rs. 242 crores in the 
respective years. He says that the tax has not 
increased proportionately and this, according 
to him, shows that there is something wrong 
somewhere. That is the conclusion he has 
come to, that there is something wrong 
somewhere, either the income-tax department 
is incompetent, or they are allowing 
hoodwinking and concealment of income on a 
large scale and so the entire wealth is not 
being distributed properly and all that. Sir, I 
may say that my hon. friend has not come to 
the correct conclusion. In the hands of a rich 
industrialist, a lakh of rupees of income will 
bring in, above a certain limit, about Rs. 
84,000. But that one lakh of additional 
income, if it is distributed among a hundred 
persons, will not bring in anything to the 
income-tax department. That one lakh is a 
reality. It is there and the national income has 
grown to that extent. If that is in the hands of 
an individual or a rich man or industrialist, 
then immediately the department would get 84 
per cent, of it. If, however, it is distributed 
widely, then we get very little or no tax. 
Instead of welcoming that feature, Mr. Rama-
murti was saying that there was something 
wrong somewhere, that the department was 
not collecting all that was due to it. That the 
national income has increased, he has himself 
admitted. The department may not have got 
anything, but so many people are getting the 
benefit of the increase in the national income, 
the increase in the per capita income, though 
it is not immediately getting reflected in the 
receipts of the income-tax department. Here, I 
have before me the figures for the years 1949-
50 and 1958-59, and they show how for this 
period of nine years, the member of income-
tax assessees in the lower brackets and the 
higher brackets has varied and in the years 
1949-50 and 1958-59 what exactly was the 
position. Take, for instance, the lower bracket, 
Rs. 3,000 to Rs. 5,000. The number of  
assessments  in   1949-50  was  about 



2325 Finance [ RAJYA SABHA J Bill, 1960 2326 
[Dr. B. Gopala Reddi.J 1,48,000 whereas 

in 1958-59 it became about 2,77,000, 
roughly hundred per cent, more during a 
period of nine years. For the next bracket, 
Rs. 5,000 to Rs. 7,500 it was 76,618 in 1949-
50 whereas it became 2,07,516, something 
less than three hundred per cent. In the next 
bracket, Rs. 7,500 to Rs. 10,000 it was about 
40,000 in 1949-50 whereas it rose to about 
1,09,000 in 1958-59. There were only 1,950 
assessees in the year 1949-50 in regard to the 
bracket above Rs. 2 lakhs and today it is 
about 2,700. There is some increase here. In 
some cases the increase was of the order of 
100 per cent., 250 per cent., 220 per cent., 
and so on. 

SHRI J. S. BISHT: Could you kindly give 
us the figures relating to the group Rs.   
10,000  to Rs.  1,00,000? 

DR. B. GOPALA REDDI: For the group 
Rs. 10,000 to 12,500, it was 23,843 in 1949-
50 whereas it was 61,577 in 1958-59. 
Between Rs. 15,000 and Rs. 20,000 it was 
17,020 whereas it is now about 42,597. So, 
Sir, it is not an illusory thing. The lower 
brackets have also benefited from out of the 
growth in the national income. _We need not 
therefore feel distressed or depressed that the 
entire wealth is getting concentrated in the 
hands of the big industrialists. 

SHRI K. SANTHANAM; Do not the 
figures show that the upper brackets have 
got a larger share than the lower brackets? 

DR. B. GOPALA REDDI: In the case of 
the bracket Rs. 3,000 to Rs. 5,000 it was 
about 1,48,000 and it came  to about 
2,77,000. 

SHRI K. SANTHANAM: Exactly twice 
while the upper brackets got three times, 
two and half times etc., The lower brackets 
are increasing to a smaller extent than the 
upper brackets. 

DR. B. GOPALA REDDI; It is becoming 
very broad based. You do not agree? 

SHRI K. SANTHANAM: The apex is 
going up. 

DR. B. GOPALA REDDI: In the case of 
the bracket Rs.. 20,000 to Rs. 25,000, it was 
about 10,000 and now it is about 23,000. 

SHRI K. SANTHANAM; More than 
twice. 

DR. B. GOPALA REDDI: Whatever it is, 
I want to show that the national wealth is 
not being concentrated in the hands of a few 
industrialists but that it is becoming more 
and more broad-based. More and more 
people are the beneficiaries of this growth 
of national  income. 

SHRI K. K. SHAH: For the information of 
Mr. Santhanam, I can say that the two lakhs 
of assessees in the bracket Rs. 3,000 to Rs. 
5,000 means Rs. 100 crores. 

SHRI K. SANTHANAM; If you calculate 
the figures you will find that even though 
the number is less, total income is much 
greater in the upper brackets. 

SHRI N. M. ANWAR: May I request that 
in view of the very valuable information 
that is being given now these figures may 
become part of his speech? 

SHRI J.  S.  BISHT:   They will. 

DR. B. GOPALA REDDI: Unless I read 
the entire thing, it will not become part of 
the speech. 

It is true that while the incomes assessed 
in 1958-59, show an increase, of about 90 
per cent, as compared to incomes assessed in 
1949-50, the tax collected shows an increase 
of about 41 7 per cent. only. It will however 
be wrong to conclude from these figures that 
the tax administration has not been working 
properly or that there has been tax evasion. 
Increase in the incomes need not' necessarily 
lead to proportionate increase in the tax. The 
increase in the distribution of incomes is 
concentrated in the lower brackets.    Thus,  
while the  figure  of  total 
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income shows an increase of about 90 per-
cent, the incomes assessed in the case of 
assessees whose total income exceeds one 
lakh of rupees shows an increase of about 50 
per cent. only. The incomes assessed in the 
case of others had increased by «bout 118 
per cent. Hence the rate of increase of tax 
must necessarily be less than the rate of 
increase in the incomes assessed. Therefore, 
it is not true to say that the entire benefit has 
gone into the hands of a few people. 

SHRI J. S. BISHT: Would you kindly give 
the figures for the group Rs. 12,500 to Rs. 
15,000? 

DR. B. GOPALA REDDI; The figure was 
15,519 in 1949-50 whereas it was 38,750 in 
1958-59. Anyway, Sir, I wanted to show to 
Mr. Rama-murti that he need not be 
apprehensive that the income-tax department 
is remiss. 

SHRI P. D. HIMATSINGKA (West 
Bengal); He knows everything, but wants  to 
say something. 

DR. B. GOPALA REDDI; He thought that 
the entire thing was in the hands of a few 
people and that the others are not getting any 
benefit. It is also not true to say that the entire 
activity of the Government is not flowing to 
the benefit of the people. There are so many 
schools and colleges opened. Agricultural 
production has been increased and a large 
number of people have found employment. 
Large numbers of persons have been trained. 
These things have an indirect effect or the per 
capita income of the common man. We need 
not fear that the rich are becoming richer and 
the poor are becoming poorer. I have not 
come across any one village where the people 
have become poor during the course of the 
last ten years. The rich people also complain 
about the incidence of tax. Even in the 
chambers of commerce and in other places I 
always ask them this question. I ask them to 
show me an industrialist or a commercial 
magnate who has become poorer in the last 
five years 

because of the taxation measures imposed on 
them. They have not become poorer. 
Likewise, in respect of indirect taxation, in 
spite of the Central excise and other things, I 
do not think any poor man has become poorer 
even in districts like Tanjore, Tinnevelly or 
Coimbatore. Let us not be carried away by 
slogans like the one referred to. Everybody is 
becoming rich. That is my contention. Rich 
people are also sharing in the prosperity. 

SHRI P. N. SAPRU: You said just now that 
everybody is getting richer. Is it your 
contention that the salaried classes or men 
with fixed incomes are getting richer? 

SHRI SHEEL BHADRA YAJEE: Why 
not? 

SHRI P. N. SAPRU: In terms of what? 

SHRI N. M. ANWAR: In terms of 
promotion. 

DR. B. GOPALA REDDI: In these ten 
years, many Deputy Secretaries have become 
Joint Secretaries and Additional Secretaries. 
There are also the dearness allowance and 
other things that have been given to the 
employees from time to time. They have not 
become poorer in the process. That is a 
different matter. Anyway, how many salaried 
people are there? I think they are only a few 
lakhs. 

SHRI MAHESH SARAN (Bihar): The poor 
are not becoming richer. They are still 
becoming poorer. 

DR. B. GOPALA REDDI: I do not accept  
that  contention. 

SHRI H. P. SAKSENA; I can give an 
instance. Ten or twenty years before an 
unskilled worker used to get five annas a day 
but now he is getting Rs. 1|8 or Rs. 1|12 as the 
minimum. 

DR. A. SUBBA RAO: What was the price 
of rice then and what is it now? 
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said that agricultural labour is not getting any 
benefit. These people, as far as I know, are 
paid in kind in many parts of South India, and 
the price of paddy having gone up, there is no 
question of suffering for them. Does not 
matter what price paddy is sold, you cannot 
say that they have become poorer. On the 
other hand, they were getting five annas those 
days whereas they are getting Rs. 1112, the 
artisans and the others. Therefore, we need not 
get      away      with      these      slogans. 

Mr.   Ghosh   has   again   complained about 
our taxation     structure,     that with the 
income-tax, wealth-tax    and all these taxes put 
together, one has to pay over 100 per cent, and 
things like that.     While theoretically it    is 
so—mathematically perhaps you    can 
calculate that'way—I am yet to come across  
anybody  who  is paying more than 100 per 
cent.   I do not know why the  wealth-tax 
incidence should     be coupled with one's 
income.    His income may be Rs. 30,000 or Rs. 
40,000 or Rs. 50,000 but his income-tax will 
not exceed his income but if you say that his 
wealth tax, his expenditure-tax,    his gifts-tax, 
his sales-tax,    all these together, exceed more 
than what he has earned, it is a wrong way of 
looking at things.    It is a fallacy and I do not 
want that the income should be coupled with 
the various     other taxes.     If  a  man  is  
foolish  enough to spend a lakh of rupees, 
certainly he may have to pay large expenditure-
tax but you cannot  add that to  the other taxes 
and say that all the taxes put together far 
exceed his    income. Things must be isolated.    
The maximum income tax one has to pay is 
only 84 per cent.—that is the highest —and 
there are not very many people who are paying 
that. 

SHRI K. K. SHAH:  I will give you an 
instance. 

DR. B. GOPALA REDDI:   Instances re all  
hypothetical. 

SHRI K. K. SHAH: Those who own 
buildings pay 84 per cent, plus municipal 
taxes half of which is included for purposes of 
income-tax and another half is not included. 
Therefore, I can give you numerous instances 
where income from buildings is one lakh or so 
and the person is paying municipal taxes and 
his income-tax comes to Rs. 92,000 or Rs. 
93,000. 

DR. B. GOPALA REDDI: I have made 
enquiries from my department to find out 
whether there is any case of any person in 
Bombay, Calcutta or anywhere, whether he is 
a Marwari or Parsee or somebody, who is 
paying more than 100 per cent. 

SHRI P. D. HIMATSINGKA: It cannot be, 
unless you add wealth tax also. 

DR. B. GOPALA REDDI: Yes, unless 
expenditure-tax, gift-tax, estate duty and all 
these things are added. But how can you add 
all these? The department says that no case 
where the' combined incidence of income-tax 
and wealth-tax has exceeded one hundred per 
cent, of the income has actually come to its 
notice. Though this point has been mentioned 
frequently it is only hypothetical. 

SHRI J. S. BISHT: In the case of house 
property they have to pay municipal  taxes 
also. 

DR. B. GOPALA REDDI: Who is the 
person who pays more than 100 per cent? You 
produce him before me; we can give him a 
reward. 

SHRI K. K. SHAH: Let him pay; what is 
wrong? 

DR. B. GOPALA REDDI: We will also 
honour him; we will garland him. 

SHRI J. S. BISHT: That is not the point. 
Who pays that rate is not the question. The 
question is whether such a thing would not 
affect adversely capital formation in our 
economy. It affects the whole economy. 
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DR. B.  GOPALA REDDI:    I think 
our taxation policies have not affected capita] 
formation. Repeatedly figures have been 
given as to how many capital issues are being 
sanctioned every year and they show that 
investments have not dried up because of the 
taxation policies. Therefore, hon. Members 
need not be apprehensive on the score of 
capital formation being affected. As I said in 
the beginning, we want more investment and 
it must come from the people. You must give 
all encouragement for the capital to come into 
investment which alone will count for greater 
production. 

There was a point made by Mr. Govinda 
Reddy about co-operative societies. As far as I 
could see, he was the only Member who 
mentioned this subject while other Members 
have not at all bothered about saying anything 
about the tax on the cooperative societies. So I 
take it that they ha»'e approved the 
Government policy and that only Mr. Govinda 
Reddy did not agree. We have examined all 
the proposals which were in existence 
previously, what we originally thought of 
doing and what we have done in the latest 
Finance Bill and I do not think that any co-
operative society is going to be hit by this new 
proposal. But it is true also that since 1954 the 
Government have given licences for 45 sugar 
mills to be started on a co-operative basis and 
13 yarn mills have also been sanctioned on a 
co-operative basis. I want to know—and all of 
them are going to invest about Rs. 60 lakhs or 
Rs. 70 lakhs or even Rs. 100 lakhs each—
whether it is really desirable that the co-
operatives should go in for such large-scale 
industrial activity or whether they should 
confine themselves to smaller middle class 
consumer societies, producers societies etc. 
The exemption of business profits of co-
operative societies was regulated by a 
notification issued in 1925. This was justified 
having in view the objectives of the Co-
operative Societies Act, 1912 which were to 
facilitate   the 

formation of co-operative societies for the 
promotion of thrift and self-help among  
agriculturists,     artisans     and persons with 
limited means.    I    can understand weavers    
forming    themselves into  co-operative 
societies     or some artisans forming 
themselves into co-operative     societies.       
Experience showed that the    benefits    of    
such exemptions   came to be enjoyed by a 
number  <>|f  societies   whose      profit-
making  activities could     never have been   
intended  to  be     the     subject-matter of    
special    tax    concessions. Even the 
Committee on Co-operative Law in their 
Report dated 26th May 1957 observed that the 
existing    provisions in     the     Co-operative     
Laws had not been adequate for preventing the   
registration  of     societies   which were not  
genuinely  co-operative    in character.    While 
the original    intention was that co-operation 
shall comprise  small,  compact  and 
homogeneous societies, it has been found    
that several  big societies have  come  into 
existence with  a very  large  number of 
members which from the point of view of 
revenue cannot be    regarded as far different 
from the other profit-making     organisations     
liable     to tax. Further, an increasing tendency 
on the    part    of    co-operative societies to 
extend and enlarge their transactions with     
non-members has    been noticed.    Some of 
the societies    have also  entered   the  field  of  
large-scale business activities—motor     
transport, sugar mills,  etc.—and the  
exemption of the profits of such societies gives 
them an unjustified advantage    over others in  
the     competitive     market. It was in this 
background    that the proposals  contained  in  
the     Finance Bill regarding    taxation of    
business profits  of co-operktive societies were 
evolved.   Broadly speaking they were so 
designed that while the profits of societies 
connected with    agriculture, rural credit and    
cottage    industries will continue to be 
exempt, the business profits of other  societies 
would be taxable subject to a basic tax-free 
amount of Rs. 10,000 which was later on 
increased to Rs. 15,000.   Co-operative  banks 
will  also  be     exempt  on 
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income. New, industrial undertakings run by 
co-operative societies will get a seven-year tax 
holiday instead of the normal five-year 
holiday and then the first Rs. 15,000 of the 
profits will not be taxed and they get all the 
other concessions which other joint stock 
companies get. So under these circumstances 
whether the policy of the Government in 
trying to tax these societies is justified or not 
is a matter 1 on which the hon. House has 
already expressed its opinion because as 1 
said only Mr. Govinda Reddy took up this 
subject while all others have tacitly approved 
our policy of taxing co-operative societies. If a 
few peopie, even if they are workmen, jom to-
gether and form a co-operative society, invest 
Rs. 100 lakhs or Rs. 150 lakhs and go in for 
transport business and things like that, then 
certainly they are in a position to pay this tax. 
And then the first Rs. 15,000 will be tax-free 
and they get all the other facilities which the 
other companies get. Therefore I do not think 
there is much force in Mr. Govinda Reddy's 
contention either. 

Sir, the hon. Member from Rajasthan, Mr. 
Jaswant Singh, complained that the 
Government was lenient to the cinema 
people. He said that we ought to have stuck to 
the original proposals and instead of that we 
had been very lenient etc. He charged the 
Government of being lenient to the trade as it 
were. It is true that we originally thought that 
we could impose 50 nP. per metre of exposed 
film and later on it was reduced. But even 
then I see that the people in the line in 
Bombay and in other centres like Poona and 
other places, are closing down in protest—
symbolic protest or whatever it is—and that 
they are vehemently opposed to this new 
imposition though the concession given is 
very large. While we wanted to tax them at 
the rate of 50 nP. per metre of feature films it 
has been reduced to 30 nP. That is the 
maximum while other smaller producers will 
get  greater benefits     but   ' 

even then the trade has not taken 
kindly to it. After all we have had 
many representations from them. 
They came from Calcutta. Madras and 
Bombay. The entire Film Chamber 
were all present. They met the Board 
Members. They met the Finance Min 
ister. They discussed with so many 
others. We have to go into the 
question of their competence to pay 
what was originally proposed. We 
thought since it was being levied for 
the first time we could be generous 
and then we could study the working 
of this industry. We can revise it as 
we like later on. Therefore, this con 
cession was given to them. I can say 
from my own knowledge of matters 
that the Film Chamber, t .̂ e, 
has generally welcomed the revised proposal. 
Some of them, of course, in Bombay are still 
agitating about it. They have closed their 
theatres. But by and large the present Film 
Chamber have given their consent and they 
have welcomed the revised proposals. 

SHRI SANTOSH KUMAR BASU: It has 
created a very good impression in West 
Bengal. 

DR. B.    GOPALA    REDDI:     I can 
understand that. I think it is going to be quite a 
big concession and I am happy to learn that it 
has created a very good impression on the 
producers of Bengali films. They are certainly 
very high class pictures and their cost of 
production is also very low. Fourteen to fifteen 
prints they take and they do get a substantial 
decrease in the imposition. Even in the case of 
Hindi pictures, the burden on them will not be 
very high and there is every reason to believe 
that, in spite of the initial shock to them. All 
the while the cinema industry was not paying 
any excise duty as such, except the 
entertainment tax which they paid to the 
States. The cinema industry was not paying 
anything towards Central excise, except, of 
course, the customs duty and the 
entertainment-tax. Now, for the first time, on 
the exposed feature films, Central excise is 
going to be levied and  I hope  that the  trade  
also will 
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take it in that light. There is no use ' elosing 
their theatres or closing their studios. They cut 
their own nose and it does not hurt the 
Government at all. That sort of protestation 
will not carry much weight. They did come 
with facts and figures. The Government went 
into the question and when there was a need, 
certainly the Government came forward with 
revised proposals. 

SHRI MAHESWAR NAIK: Invariably 
they would pass it on to the consumers. 

DR. B. GOPALA REDDI: They cannot 
do that always. Unless the State 
Government permits them to enhance the 
rate of tickets, they cannot enhance it. If he 
is allowed to do that, that is a different 
matter. But the State Governments generally 
are chary of allowing them to increase the 
ticket price and, therefore, they cannot 
always do it. We do justify what has been 
done for the film industry and I am also 
happy that they have generally welcomed 
what has been done to them. 

As I said in the beginning, the transport 
industry, again, was the subject matter of 
discussion by Mr. Lingam and others. Hon. 
Members are aware why we are a little hard 
on diesel oil just now. It is not merely a 
revenue matter. It is a question of foreign 
exchange. Whether we should permit this 
dieselisation on a large scale, or whether the 
excess petrol that is being produced here 
should be consumed here, and whether we 
can go on importing diesel oil from abroad, 
are matters which have to be considered by 
hon. Members. Even then we have again 
some figures to show how much it will be 
per mile, per ton of goods, per passenger. 
There again it will not hit them very hard, in 
spite of this imposition on diesel oil and also 
on trucks. The transport industry will 
continue to flourish. We have been hearing 
it for the last so many years—and I have 
been Finance Minister for  some     time    
now—that 

this is the last straw on the camels back. Even 
this week when I had been to Rajasthan, I had 
not seen any camel whose back was broken. 
The transport trade is not going to be han-
dicapped in any manner and they need not 
agitate about it. As somebody said, their 
agitation is more about this threat of 
nationalisation. Once the State Governments 
give them an assurance, All right, you will not 
be nationalised for the next three years or five 
years', they will be quite happy. They will be 
prepared to pay the tax on diesel oil, on motor 
vehicles or the Central excise on trucks. They 
are only afraid of a bigger issue, namely, the 
impending nationalisation by the State 
Governments. 

SHRI N. M. LINGAM: They are passing it 
on to the transport users. For instance, the bus 
fares have already been increased. 

DR. B. GOPALA REDDI: They are not 
paying it. Why should they agitate then, if 
they are passing it on to the consumers? The 
consumers are not protesting. There is no 
hartal from the passengers or from anybody 
else. The passengers are already satisfied. 
Only the transport industry is creating this 
agitation. As I said, I am very happy that they 
are passing it on and they need not be 
handicapped. There will not be any impedi-
ment in their progress. Mr. Santha-nam also 
raised the question of the Railway Ministry 
imposing a 5 per cent, surcharge and then 
again the transport industry. In spite of all that, 
I do not think that the prices will go off at a 
tangent and we need not be apprehensive that 
because of our taxation on diesel oil, because 
of our taxation on carrying of goods, every-
thing wifl become costly. 

Lastly, Mr. Avinashilingam Chettiar raised 
the question about how much Central excise is 
falling on agriculture, that we are asking the 
agriculturist to produce more and at the same 
time we are putting these impediments  by  
taxing his  diesel     oil,- 
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things like that. I think he advanced a sort of 
a theory that because we are in need of more 
foodgrains, becau-e we are asking che people 
to produce more food, they jhould not be 
taxed, that there should be a tax holiday in 
respect of agricultural production, that 
agriculturists should not pay anything to the 
coffers of the Government. We do not accept 
that theory. Agriculture must flourish and at 
the same time, along with their prosperity, 
they must also continue to pay some taxes 
which are levied by the Government. 
Therefore, we do not accept the theory that 
agriculturists need not contribute anything 
towards Central excise. It may be that a part 
of it is falling on the agriculturist. Even there 
only about a lakh of engines are working in 
the agricultural fields, according to some 
calculations and generally they are well-to-do 
peasants. They are not poor people who 
cannot afford to pay something more. They 
have gone into that investment and they 
increase their food production. When that is 
so, they can as well pay this additional 
impost. It is not a very heavy burden either. 
The increase is not very steep and they can, 
as their food production is increasing more, 
also pay a little more towards Central excise. 

On the whole, I am very happy that the 
taxation proposals as such did not invite any 
criticism and they were not criticised. As I 
said in the beginning the House gave a tacit 
approval to the proposals. Mr. Santhanam's 
complaint, of course, is there, that the 
Finance Minister is somehow hesitant to tax 
more, that he ought to have come forward 
with a big dose of taxation this year, about 
Rs. 60 to Rs. 70 crores and that he ought to 
have given a tax holiday for the next two or 
three years, giving respite and breathing 
space. I do not think we can do as Mr. 
Santhanam has said. We cannot give a sort 
of an assurance, "All right, you pay this now, 
and for three years we will leave you alone." 

After all, we cannot mortgage the ideas, the 
time factor and the various considerations 
which also weigh before the House and 
before the Government. Therefore, no 
Government can say^ "All right, I am doing 
this For the next three years you need not pay 
any tax." I do not think we can do that. From 
time to time we must be studying the 
situation There is no escape at the present 
juncture in this transitional period, from the 
fact that a wide sector must be covered and 
that can be covered only by indirect taxation. 
There is no direct conflict in indirect taxation 
as such. In the present state of our economic 
development, it cannot but be that | we have 
to cover as wide a range as possible. I 
appreciate the spirit in which hon. Members 
have given their suggestions and their views 
on this Bill and I am thankful to them. 

THE VICE-CHAIRMAN (PANDIT S. S. 
N. TANKHA) : The question is: 

"That the Bill to give effect to the 
financial proposals of the Central 
Government for the financial year 1960-
61, as passed by the Lok Sabha, be taken 
into consideration." 

The motion was adopted. 

THE VICE-CHAIRMAN (PANDIT S. S. 
N. TANKHA): We shall now take up the 
clause by clause consideration of the Bill. 

Clauses 2 to 23 were added to the Bill. 

The First Schedule and the Second 
Schedule were added to the Bill. 

Clause 1, the Enacting Formula and the 
Title were added to the Bill. 

DR. B. GOPALA REDDI: Sir, I move: 

"That the Bill be returned." 

The   question  was  proposed. 

SHRI H. P. SAKSENA: Sir,, I have to  
make   one  single  request  to     the 



 

hon. Finance Minister, and it it this that he 
should bear in mind the stress and calamity of 
the poorest classes of people who are 
labouring under the very hard and cruel 
hardship of rising prices which the 
Government have not yet been able to control 
up till today. These rising prices should be 
looked into carefully so that the common man 
should feel that henceforward his budget will 
be avenly balanced and that he will not be put 
in a very pitiable condition. 

DR. B. GOPALA REDDI: Sir, the Planning 
Commission and the Government are 
constantly watching the price levels, and I am 
glad to see from the newspapers that the Food 
Minister of the Uttar Pradesh Government has 
announced in the Vidhan Sabha that food 
prices in Uttar Pradesh are coming down. He 
has given some figures. It is a welcome fea-
ture. 

SHRI H. P. SAKSENA: The Food Minister 
of Uttar Pradesh is not the one individual 
alone living in Uttar Pradesh. In Uttar Pradesh 
there are seven crores of people. 

DR. B. GOPALA REDDI: He read some 
figures to show that the food prices in Uttar 
Pradesh were coming down.    It is a welcome 
feature. 

DR.  H. N.  KUNZRU   (Uttar     Pradesh):     
It will come down in Uttar  ' Pradesh because 
this is harvest time. 

DR. B. GOPALA REDDI: He gave some 
figures for the last few months to show that 
prices were now coming down. Anyway the 
matter is constantly engaging the attention of 
the Government. 

THE VICE-CHAIRMAN (PANDIT S. S. N. 
TANKHA):  The question la: 

"That  the Bill  be returned." 

The motion was adopted. 

RESOLUTION RE NOMINATION TO 
PARLIAMENTARY COMMITTEE TO 

REVIEW RATE OF DIVIDEND 
PAYABLE BY RAILWAY UNDER-

TAKING TO GENERAL REVENUES 

THE DEPUTY MINISTER or RAILWAYS 
(SHRI SHAH NAWAZ KHAN): Sir, I beg to move 
the following Resolution: 

"That this House concurs in the 
recommendation of the Lok Sabha that the 
Rajya Sabha do agree to the nomination by 
the Chairman of six members from the 
Rajya Sabha to the Parliamentary 
Committee to review the rate of dividend 
which is at present payable by the Railway 
undertaking to the General Revenues as 
well as other ancillary matters in 
connection with the Railway Finance vis-a-
vis the General Finance and make 
recommendations thereon by the 30th 
November, 1960." 

The question was proposed. 

SHRI GOVINDAN NAIR (Kerala): Mr. 
Vice-Chairman, our railways ar« the biggest 
and perhaps the earliest nationalised concorns 
in our country. We have invested about Rs. 
1500 crores in them. This Committee to be 
formed is to decide the contribution payable 
to the General Revenue* from the railways. 

We have been hearing during the last two 
or three days about the socialist pattern of 
society which we want to build, and in this 
context how these railways are working, what 
profit they are making and how they are cater-
ing to the needs of the public are very 
important "matters. Now, as far as the 
question of the running of the railways is 
concerned, it is often asked whether these are 
public utility concerns or commercial 
concerns, and there is a tendency in certain 
quarters to cover up the failures of the rail-
ways in the name of public utility concerns. 
When we are planning to bring in as many of 
the key industries as possible in the public 
sector, 
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