1877 BU9® (General), [ 7 MARCH 1956 ]
Pradesh, (vii) West Bengal, (viii)
Ajmer (ix) Coorg for the period
1945-47, and for (i) Bombay, (ii)
Madhya  Pradesh, (iii)) Madras, (iv)
Orissa, (v) Punjab, (n) Uttar Pra
desh, (vii) West Bengal, (viii) Ajmer
for 1947-50, and (i) Bihar, (ii)

Bombay, (iii) Madras, (iv) Punjab,
(v)  Uttar  Pradesh, (vi) Saurashtra,
(vii) Travancore-Cochin, (viii)

Ajmer for 1950-53. The reviews will be
compiled as soon as information from all the
States becomes available.

(b) The review for 1936-39 has already
been completed.

ELECTRIC GENERATING STATION USING
NUCLEAR ENERGY AS FUEL

252. MouLaNA M. FARUQIL: Will the
PRIME MINISTER be pleased to state:

(a) whether Government propose to
build any Electric Generating Station
in India using nuclear energy as fuel;
and

(b) if so, where and at what cost?

THE PRIME MINISTER AND MINISTER
FOR EXTERNAL AFFAIRS (SHRI
JAWAHARLAL NEHRU) : (a) and (b). The
matter is under the consideration of the
Government.

PAPERS LAID ON THE TABLE

NOTIFICATIONS PUBLISHING AMEND-
MENTS TO THE COFFEE RULES, 1955 AND
THE TEA RULES, 1954.

THE MINISTER FOR COMMERCE (SHRI D.
P. KARMARKAR): Sir, I beg to lay on the
Table, under subsection (3) of section 48 of
the Coffee Act, 1942, a copy of the Ministry
of Commerce and Industry No'irication S.R.O.
No. 455[15(17) Plant/55], dated the 20th
February, 1956, publishing certain
amendments to the Coffee Rules, 1955.
[Placed in Library, see No. S-75/56.]

I also beg to lay on the Table a copy each
of the following Notifications under sub-
section (3) of section 49 of the Tea Act,
1953:-
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(i) Ministry of Commerce and Industry
Notification S.R.O. No. 1262, dated the
17th  April, 1954, publishing certain
amendments to the Tea Rules, 1954.

(ii) Ministry of Commerce and Industry
Notification S.R.O. No. 229, dated the
22nd January, 1955, publishing certain
amendments to the Tea Rules, 1954 [Placed
in Library. See No. S-76/ 56 for (i) and
(ii)]

Sir, with your permission I may add—I owe
it to the House—that under the Tea Act we
are required to place all the amendments to
the Tea Rules on the Table of both Houses of
Parliament as soon as they are made. There
has been considerable delay fn respect of
Notification S.R.O. No. 1262, dated the 17th
April 1954. Sir, I have gone into the matter
and I am satisfied that it is absolutefy due to
an oversight.

MR. CHAIRMAN: Hereafter you will be
vigilant.

DRrR. RAGHUBIR SINH (Madhya Bharat):
What about No. 229? He said that he has only
investigated the first one. In respect of the
second....

MR. CHAIRMAN: The same explanation
holds.

BUDGET (GENERAL), 1956-57—
GENERAL DISCUSSION—continued.

SHrr H. C. DASAPPA (Mysore): Mr.
Chairman, yesterday 'l joined with the other
hon. Members- in welcoming the budget
proposals. That our finances are sound, I do
not think, needs any arguments for me to
advance in favour of it. There are certain
principles by which we can judge the
soundess of our finance. The strength of our
currency abroad is one such, and judged from
that standard, I feel today that our currency
commands as much credit as any other
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[Shri H. C. Dasappa.] currency abroad. There
is also another criterion and that is with regard to
our capacity to raise loans and also resort to
flefigit financing. Sir, as our experience has
shown, every loan that we have floated has been a
great success. Likewise, such deficit financing as
we have resorted to these few years, has not
resulted in any inflation. One has only to compare
the strength pi our currency with the currency of
some of our neighbouring States which have won
new-found freedom. It is only then that we can
appreciate how strong our currency is. The
budgeting as well as the Plan are to be judged by
the social objectives that we have before us. It is
only to the extent that these estimates and the
plan of which they form a part serve that great
social  objective that it deserves our
commendation or approbation. Now that we have
had First Five Year Plan almost at the stage of
completion and we are on the threshold of the
Second Five Year Plan. I think it is a very
opportune time for us to assess exactly the results
and also to plan for the future. Before I do that, |
would like this » House to remind itself of exactly
what the Finance Minister has said with regard to
these things. He has cautioned us against any kind
of over optimistic expectations either in regard to
the question of standard of living being raised on
account of this plan or with regard to the increase
of per capita income. I think it would be good if I
just quote his words which are found in his
budget speech. This is what he says:

"It is only after we have fulfilled, shall 1
say, the Third Five Year Plan that we shall
see a marked and unmistakable
improvement in living standards all round
and in the capacity of the country to go
ahead more rapidly on its own momentum."

So, if there are critics here who do not see
in the completion of the first Five Year Plan a
perceptible, a great rise, in the standard of
living, I think it would not be very
justifiable on
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their part to have such an expectation and even
with regard to the Second Five Year Plan. |
think the Finance Minister is very correct
when he says even that may not disclose a
very perceptible rise in the standard of living.
Secondly, with regard to the per -capita
income, there has been criticism on the floor
of this House as elsewhere that from such rise
as there is in production and in consequence a
rise in the total national income, it would be
altogether wrong to think that all is well
merely on the basis of calculations of the per
capita income. This is again what he says with
regard to this subject:

"The problem is not' merely one of raising the
statistical average of per capita incomes
which  could easily be a will o' the wisp; it
is one of raising the lowest incomes and of
opening out to the younger generation avenues
of growth  and advancement that will
bring  out the best in them." So it is a fact
that when we examine the results of the First
Five Year Plan from that angle viz., whether it
has actually raised the standard of living of
these lower income groups, we are faced with
a rather dismal look. All ftiat it claims to do
as per the Finance Minister, is that it has laid
the foundations well and truly for a massive
super-structure. Even Ik'that much is done, it
is certainly a matter for congratulation. My
friend Shri Kunzru yesterday, I believe, said
that unless we have a picture of the  First
Five Year Plan both as regards the targets that
we had and the actual results as also as
regards the ways and means, the resources for
the same, we may not be able to come to a
correct decision or appraisal of the present
proposals.  Undoubtedly there is much
truth in that. This point is not new to this
House.  Because last time when the subject
was referred to, the hon. Minister seems to
have felt that it is not possible at the time of
the framing of the budget estimates to
have a complete picture of the results of
planning and development during the year
because the figures come much later and
because always the report
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af the planning comes much later and it was
open to the House to discuss the plan at that
time and make any suggestion that they
choose. But I think even as they frame the
revised estimates so far as the Budget is con-
cerned, it should be possible for the Finance
Minister to give us an idea of how exactly the
plan has functioned during the year in
question as also during the earlier years of the
plan. Therefore, I feel that the hon. Finance
Minister will consider that suggestion
sympathetically and see what best could be
done in order to give us an idea of the working
of the plan even at the time of the Budget
estimates themselves. Anyway the Finance
Minister has given us an assurance and I
believe, the hon. Prime Minister has also said
the same thing viz., that this plan frame is only
a frame and that at the end of every year there
will be a review of the whole position and it
will be possible for us to effect guch changes
as are necessary with a view to get the best out
of it. If that is so, before final decisions are
taken by the Government on such a review,
would it be too much for us to expect that the
Finance Minister will take this House into
confidence and place all the materials before
"the House? That means that it will enable to
consider as not only how far implementation
of the plan has gone on during the year but
also what resources were available for the
purpose and especially to what extent deficit
financing had to be resorted to.

Sir, this question of variations between the
Budget estimates and the revised estimates on
the one hand arid of the actuals on the other
has been referred to in the past. This again is a
matter which Was some-what elaborately
dealt with last time by the Finance Minister.
He referred to the international circumstances
and conditions that were prevailing then, the
Korean situation and how greatly it affected
the world situation and how India could not
be any exception. He also referred to the other
very significant fact, namely, that the
machinery for implementing th, plan had
not
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been fully geared up to meet the .situation.
Therefore these variations were there and he
hoped that in the years to come, at any rate,
these variations would not be very large. Also,
having regard to the volume of the operations
involved, these variations have not been very
substantial. After ail, it would be far better to
budget for a little surplus expenditure than the
reversftof it. 1 quite see that the present
generation should not be taxed more than is
quite necessary, for the sake of the future
generations. Yet, [ do not think, when we have
got to plan ahead, it is too much of a sacrifice,
even should it be that we have to tax ourselves
a bit more than need be, for the present. It is
for the good of the country as a whole. I quite
see, having some idea of budgeting, that
sometimes we do provide on the expenditure
side a little more than we need to, and under-
rate the receipts on the revenue side. I cannot
now lay my hands on all the figures, but I may
refer to one by way of" illustration. Take, for
instance the amount of loans that we have got
to give to the Industrial Finance Corporation.
During the year under question, the amount
that was sanctioned by the Industrial Finance
Corporation was to the tune of about Rs. 4-68
crores. That is the amount that was
sanctioned. But the amount that was actually
disbursed came to only Rs. 2-32 crores. When
we have that as a measure of the volume of
business that the Corporation had transacted
during the course of this year, would it tn
jusiiilsible for the Finance Minister to provide
as much as Rs. 6 crores for the year 1956-57?
I am doubtful whether all this Rs. 6 crores
would be used. Therefore, \ say, there is a
tendency to provide a little more on the
expenditure side.

The other very important question that is
agitating the minds of men is the one
regarding deficit financing. On this also, Sir,
there has been ample discussion and I do not
want to give an elaborate answerto"" this
question. The main point raised is, when we
have got a big plan before us, when the
Second Five Year Plan provides for
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[Shri H. C. Dasappa.] deficit' financing to
the extent of Rs. 1,200 crores, whether this
will not give rise to inflationary tendencies. |
may point out that inflationary tendency is a
thing which arises where the supplies are not
enough to meet the demands. Naturally when
there is more money pumped into the public
and we have not got enough supplies of
consumer goods, then there is necessarily
inflation. But where we can equalise the
supply and the demand, I cannot conceive that
there will be any kind of an inflationary
tendency.

- SHR1J. S. BISHT (Uttar Pradesh): Then why
do We find the prices rising?
SHRI A. C. DASAPPA: I am telling the

House that if. there is a rise it must be due to
the fact that the supplies are not enough to

[ RATYA SABHA ]

meet the demands. There may be a rise I quite
see the fact. But do we really think that there
will be an all-round rise? Take for instance the
case of the agricultural crops. In order to
stabilise the prices, because there is a likely
tendency of a fall in the prices of foodgrains,
the Government have today chosen the policy
of purchasing foodgrains in the market. Why
have they done so? It is to prevent the
tendency of the prices to fall. So, my hon.
friend Mr. Bisht does not presenl the facts
correctly.

SHRI J. S. BISHT: But wheat prices are
rising. The Government is selling wheat in
the market, but it has had no appreciable
effect on the market price.

SHRI H. C. DASAPPA: I think so far as the
prices of foodgrains are concerned, where there
has been this kind of State trading or operation
by the State, it has had a perceptible effect and 4
desirable effect in stemming the rise in prices. |
think, far better than give my own rather lay
views, | would do well to quote the words of the
Finance Minister himself on this subject of
deficit financing. This is what he said in  reply
toa I
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similar suggestion made in this House, last
year:

"Deficit financing has, ax this stage, a
positive role to play, provided it is linked to
a well-balanced plan. What worries the hon.
Member is not the extent of deficit fin-
ancing needed, but our limited capacity to
apply it effectively to the furtherance of the
Plan. In other words, our principal problem
is not finance at all but organisation and the
training of the technical personnel."

1 think this ought to be sufficient answer to
those friends who are apprehending danger in
resorting to deficit financing.

Let us also remember what after all, are the
demands of the average Indian? Eighty per
cent, of these demands, as the sample survey
has shown, consist of food, raiment and
shelter. As regards food, we have had it from
the Deputy Minister that there is a rise of 7-5
per cent in rice production. So there is ample
supply of food. As regards cloth also there
need be no difficulty for even if for any reason
the handlooms fail, the mills are there always
ready to expand their production without any
great effort. On the subject of adequate shelter,
that is a matter about which the Government
has to be careful and I have got my own
grievance that not sufficient is being done in
this respect. I will, however' refer to this a
little later when 1 deal with the question of
how the rural areas have been dealt with in the
Plan.

There is another point t, which I may refer
and that is with regard to the balance of
payment. The Finance Minister has said that
very much less has been drawn from the
sterling balances and there has been a substan-
tial increase in the balance of payment, in
favour of India. That is due to the fact that we
have -imported no foodgrains and so on. Of
course, it is a very good thing to have a
favourable balance of payment. That of
course, is due to reduction in the
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imporl of foodgrains and so on. But I would
like to submit in this connection that if we
have got a big capita) programme, and we
need capital goods from abroad, I don't think
we should flatter ourselves that the balance of
payment is in our favour by denying
sourselves the capital goods. I would much
rather that in these critical days when we are
trying to develop our country we resort to
having all the capital goods that we need for
our purposes, care being taken to see that the
balance of payment does not become
unfavourable to us.

There is another point to which I -would
like to refer and that is the need for economy
and avoidance of wastage, io which also
reference has already been made by some
members. The Finance Minister has not left a
single matter of importance without due
consideration. Sir, from my point of view,
economy is as good as earning; as good as
income. Therefore, it is very necessary to see
that there are no leakages, no loopholes for
wastage and every bit of money is put to the
best use.

12 NooN

He has got his economy unit and there is a
continuous watch maintained but in addition
to that, the Finance Minister has proposed the
constitution of a high power committee which
no doubt is a welcome feature and I hope that
it will function effectively not only with
regard to the Centre but also with regard to
any wastefulness in the projects in the States. |
am glad its field of operation is wide enough
and it covers the States as well. But I have got
another question which is equally, if not more,
important and that is, what is the remedy left
to us if the States or any of the States do not
implement the Plan as agreed to by them and
divert the funds on unproductive expenditure.
I see that the hon. Finance Minister has not
thought fit to provide for such a contingency
as that though last time in reply to criticism
here he said that the matter would be  very
carefully
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watched and suitable advice would be

sent to the State Governments. I am not
talking in the air. I have got very specific
instances and there are certain States which
did not very much care to adhere to the
various projects which they had agreed to in
the beginning and diverted the funds to other
rather fanciful and spectacular items.

The last plan had, in my opinion two
defects. The first thing was, it did not provide
sufficiently for industries and the second thing
was it did not provide sufficiently for solving
the problem of unemployment and also I think
of the rural areas. To a large extent, these
defects have been made up in the present
plan. It provides for a fairly reasonable
amount for the development of large scale
industries, particularly the iron and steel
industry. To this extent, I must say that it
should be greatly welcomed. Equally so is the
provision for heavy electrical industry, the
fertiliser factory and so on.

There is also another feature which is
equally welcome and that is the provision for
village industries. I believe that this time they
have taken it up quite seriously. I wish to say
one lhing in regard to this. It is quite easy to
start a factory costing about ten or even
hundred crores of rupees because it is
concentrated at one place. In the case of
village industries however, to be spread over
five or six lakhs . of villages in India, it is not
going to be an easy job unless we draft the
proper personnel and unless rural co-
operatives are organised to manage these
industries. Unless we do a'l these, it is going to
be, I am afraid, only big talk with no results
forthcoming.

There is another point which I am fond of
repeating—I think I have done last year
also—and it is this, namely, while we are
thinking of starting big industries, basic Or
key industries by the Urtion Government and
while we are also thinking of these village
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LShri H. C. Dasappa.] | am tempted to refer but there is one very
industries, we have not provided suffi | important thing to which I must draw the
ciently for industries which the States | attention of the House and that relates to rural
at their level could undertake. 1 feel, | housing. So far as rural housing is concerned,

Sir, that this is a great lacuna in .the
whole of the Five Year Plan. There
are very good examples for us to fol
low and I see no reason why the

various States should not launch on
their own industrial schemes either
fully state owned or participating in
capital along with the public.
Whether at  the Centre, as

also for the States it is not necessary that the
whole of the capital should be invested by the
Government. If we could have a 51 per cent,
share, that is more than enough; it will
enthuse confidence in the public and with half
the money, we may be able to launch out on
twice the number of industries. I see no reason
why it should not be done. I am informed that
there was such a suggestion from the
Commerce and Industry Ministry which has
been turned down; whether it is a fact or not, I
would beg of the Finance Minister to
accommodate that Ministry to the extent of
say 25 crores of rupees as a beginning and I
am sure they will be able to tap at least
hundred crores of rupees from the public.

Then as regards the rural bias of the plan,
there is something heartening in the present
plan so far as that is concerned and I hope that
this is a prelude to much greater things to fol-
low. I am glad'to refer to the acceptance by
Government of the major recommendations of
the Rural Credit Survey Committee. I do not
want to deal with this thing in detail but I only
hope that they are applying their mind to this.
Facilities in regard to credit, marketing,
warehousing and so on are sure to change the
face of rural India. I hope that this will be
done with a sufficient amount of zest and
enthusiasm and that they will enlist the
wholehearted co-operation of the people in the
rural areas.

When I come to this question or rural needs
and requirements, there are a number ef
things to which 1

there are about 54 million houses in the
villages most of which, may be 90 or 99 per
cent., require reconditioning and rebuilding.
What is the amount that they have provided in
the next plan? Out of Rs. 120 crores, which is
not much from my point of view, they have
provided a paltry sum of five crores of rupees
for five years for rural housing. It is almost, I
think, an insult to the people that out of Rs.
120 crores, this item could get only five crores
of rupees for 85 per cent, of the people in
India. I am surprised and staggered by such a
proposal as that. Let it be known and I want
this House clearly to understand, that it is not
merely thie 115 crores of rupees that go into
urban housing; there are the various other
schemes such as the schemes sponsored by the
Rehabilitation Ministry—not that 1 grudge
these—the Defence Ministry”® the Labour
Ministry and the construction programme of
the C.P.W.D-Apart from all these, Rs. 115
crores go to the urban ar”as. This imbalance
should be set right. Possibly because the rural
people have not much voice they are keeping
quiet.

Let us then take the question of education.
You have all got the figures of literacy and I
do not want to weary the House. In the urban
areas the percentage is as much as 34" 6
because there are more educational institutions
there whereas in the rural areas it is just 12-1
and if you take the women as a whole, it is just
7-9. Are we going to build up an ideal modern
democracy with such material? Do we expect
them to appreciate all the good things that we
are doing and co-operate with us? Can we
expect them not to be misled by people who
can corrupt them? I feel that a lot more than
has been provided should be provided. Whai is
it that they have provided for? From the
Centre, for primary education, it is 7 crores of
rupees. Is that enough?
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Then, Sir, there is another subject which is very
important ~ from the national point of view and
that is the propagation of Hindi and the encour-
agement of Hindi. I amglad my friend, Mr.
Gupta, yesterday pleaded for the non-Hindi
speaking areas. I am greatly indebted to  him
because there are very few like him who plead for
these non-Hindi speaking areas.

SHRIB. K. P. SINHA (Bihar): We all do.
SHRI H. C. DASAPPA: 1 am grateful to you,
but I want results here in the Budget. After
seven or eight years of continuous—I won't say
bombardment—pleading, = what have we got
for all the non-Hindi speaking areas? For
about, I suppose, 20 crores of such people we
have got Rs. 8 lakhs. Is it that they are playing
jokes with this  important  subject by
providing only Rs. 8 lakhs? Andhra, TannlnadX
Kerala and Karnataka, these have got 10 crores
of  population, and Rs. 8 lakhs for 10 crores
of people? Is that a serious business, I am
asking.

SHRI SHRIYANS PRASAD JAIN

(Bombay): It is ridiculous.

SHrr H. C. DASAPPA:  There my friend
says 'ridiculous'. I am not accustomed to harsh
words  and harsh words do not break bones,
but I do urge that.my hon. friend's suggestion
may be taken up. I do not want to say much
about education in general, but I feel that it is
easiest to learn a different language when a
child is very very young. So instead of teach-
ing the Devanagari script when a child reaches
adolescence or becomes bigger, it is better we
start right from the primary schools, and it is
quite easy for them to learn then.
Among our great educational experts —I have
got a great educational expert in
front of me; 1 do not want to
say anything about them but—there are
some who send their own children to the con-
vents, who start learning English and begin
to lisp in English. Cannot our children, the
same children learn Hindi? This is quite easy,
but they want a certain amount of motive
force, 1
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mean, there must be a special inducement and
encouragement. We give our children sweeps
and other things in order to  induce them to
go to school. Now his suggestion was that there
may be at least a payment of Rs. 2 per month for
every primary school boy taking Hindi. Now I
do not even go so far; I will say: Supply them
with all the books and the literature free at least.
Is that too much to ask? What revolution it will
make! And when once we start them on
Hindi in the first few classes, we need not bother
when they go up, for they will take the course
themselves. So I plead for a better treatment to
the non-Hindi speaking areas from this point of
view. Personally I have got some complaints.
I do not want to refer to my own institutional
needs, how my papers never move in spite of my
own prodding.  Dr.  Shrimali has promised
that they will move and I hope that will be done.

Then, Sir, one of the important problems relates
to the prices of agricultural produce. 1 would
like. Sir, an expert committee to go into this
question, how far the price levels of all other
products except foodgrains have gone up and
how there is the attempt to keep down food
prices or rather to keep the prices of the
agricultural crops down. My friend, Mr. R.
M. Deshmukh,—not Dr. Punjabrao Deshmukh,
not Dr. Chintaman Deshmukh— referred to this
very important question and said how when the
cotton prices, just tried to mount up and it was
possible for the growers to make some money a
ceiling  was clamped down on the price. 1
consider this is an extremely unfair thing to the
agriculturist and I only say this that to the extent
the level of prices of his other primary
requirements—I qualify them as ‘'primary
requirements' of the agriculturist—goes up, to
that extent the prices of foodgrains also must
be allowed to go up.

Then, Sir, I wish to say something on the
question of indigenous medicines. Now out of
several crores of rupees, I think this time the
amount
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1956-57

[Shri H. C. Dasappa.] of money for medical
services has gone up from about 1 crore and
odd -to 4 crores. They have provided Rs. 14
lakhs for indigenous medicines in which are
included Ayurveda, Unani, Nature Cure,
Homeopathy, etc. This 5s the kind of direction
that the plan proposes to give to this country.
How long are we to wait for an appropriate
direction? Sir. people who have any
experience of Ayurveda and Unani know how
efficacious they are and even to this day what
a large section of the Indian population take to
them.

[ RAJYA

Then a word on forests and research in
forestry. Forests occupy an important place in
what is known as current economy. It is not
bucket economy or the reservoir economy like
minerals  which soon disappears by
exploitation, but forests which go on for
generations to come by regeneration. No
doubt there is a research institute in the north
at Dehra Dun, a very efficient and a very good
one, but in the whole of the south of this sub-
continent there is not a single one. I would
request the Government to consider setting up
a good forest research laboratory in the south.

Then with regard to electricity schemes, that
also comes under current economy, especially
hydro-electricity, and it must be possible to
harness the power that is going to waste. Well,
I was told that Barapole in Coorg, had a
chance but it is now relegated to the future and
when it will be taken up, nobody knows. Here
is the Karve Committee pleading for
electrification of rural areas. Now why should
we not take up such hydel schemes, as can
generate power, almost at the cheapest price?
It won't go more than a thousand rupees per
kilowatt. Honnemaradu has been taken up, but
Barapole does not take more than a thousand
rupees per kilowatt, and I think they ought to
take up that project.

One of the last things I come to is this, or
rather two things more. There
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are huge differences between the scales of
salaries obtaining at the State levels and at the
Union level. Now some of the States have
better scales than others With the integration
of the various linguistic groups—I do not want
to talk about this linguism—you have got to
bring the different parts, together. That means
that there has got to be an upgrading of scales
in all places where there has been a low level
of scales. How are they {o do it? How can
they run the administration? I think a high-
power committee at the Centre should be con-
stituted to go into the question of bringing
about some kind of a parity —I do not say
complete parity—between the various scales
of salaries

Then the last thing is the question of family
planning. I am surprised at the levity with
which some members take this subject. =~ What
is it that we see to-day? The plan, no doubt,
is excellent, but it cannot catch up with the
increasing population.  To make our plans
more effective, is it not better to regulate
reproduction at that ' end? In what sector of
our people is there this large growth of
population? Not the well-to-do in whicrl case the
children would be well looked after, but the
people in the streets, the vagrants, the anti-
social  elements, the poor. Is it not a menace
to society to develop this large class of vagrants
in India? This is a very important matter and [
hope the better mfnds of the country will think
of solving this problem. It is better that we get
hold of the  children who are in the streets and
give them some education. There are  certain
institutions ~ for the purpose and I hope such
institutions will be multiplied.

In conclusion, Sir, I say that there is
something distinctive about our great land. It
is not all made up of rupees, annas and pies,
and if we simply plan to go the way the West
has gone, I think we will not have gained
much in the end because we here in India
think of the spirit and
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The soul of India, the most distinguished
representative of* which is here, Sir, in your
good self. I want a happy union of this spirit
and the soul of India with what Shri Chinta-
man Deshmukh represents, the economic and
material development of this country. That is
my dream, and that, I think, is the dream of
all my friends here.

SHrRI K. MADHAVA MENON (Madras) :
Mr. Chairman, the Budget more or less is an
acrobatics of figures for laymen like me and I
expected some sort of elucidation from
experts like Mr. Bhupesh Gupta on, this side
or Mr. Chandulal Parikh on the other side.

But Mr. Chandulal Parikh said that there is
a distinct note of socialism in the budget
proposals and that the new taxes would
substantially help to reduce inequalities. Mr.
Bhupesh Gupta said that the Budget is pam-
pering the monopolists and the capitalists.
Between the two I think the Finance Minister,
since he cannot satisfy both the extremes, has
taken a step which would satisfy a majority,
and people like me get consoled that it is a
good Budget.

Sir, I do not want to go into, every item in
the Budget. I want mainly to speak only on
one or two points concerning my area in
particular. I entirely agree with Mr. Dasappa,
with my little experience that I had, that the
consideration given for education in this
Budget is neither satisfactory nor sufficient. If
we really want to implement some of the
directive  principles  given in  the
Constitution—to have free and compulsory
education within a period of 15 years and
things like that—the States will have to be
very liberally helped by the Centre. The States
by their own resources— I had been in charge
of education in practically a major province
for some time and I know this—cannot imple-
ment even such a very essential thing as
compulsory elementary education within the
period prescribed, unless the States are very
liberally helped
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by the Centre and unless the Centre does not
interfere with the work of the States in
managing their own affairs. Sir, I do not want
to say anything more on that.

Regarding taxation, some increase is
inevitable. We have to tighten our belts if w,
want to find money to meet the expenditure
under the Second Five Year Plan and to fulfil
all our ambitious desires. ' But in imposing
new taxation my only appeal is that care may
be taken to see that the hardship does not fall
on the poor man. The comparatively small
producer and the consumers in general should
be saved wherever it is possible. I have no
complaint about the increase in super-tax
which is personal taxation. There is no harm
at all in increasing it to 91 ¢ 9 per cent, to
those whose income is above Rs. 150 lakhs. I
do not mind even reducing the limit further,
that is, that 91-9 per cent, should be the tax
even for those people who get an income of a
lakh of rupees and above. But I doubt very
much the wisdom of increasing the excise
duties on some articles which affect the poor
consumer very much.

Sir, the customs duty proposed on
flashlights, I am afraid, will affect the poor
people very very heavily. The people who'
use these small torches are not rich people but
it is the comparatively poorer people who use
such torches. In the Kerala area where we
have plenty of forests and all that, you take
any poor man, you will find a torch with him.
So I doubt very much the wisdom in
increasing the customs duty on these
flashlights.

But my more serious objection is to the
inclusion of coconut oil in the category of
non-essential vegetable oils and subjecting it
to excise duty. Sir, coconut is the wealth of
my province; the very name Kerala comes
from coconut. That is the wealth if at all there
is any wealth in that province. That is perhaps
the poorest State in India, though perhaps
most thickly populated. If at all we have
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[Shri K. Madhava Menem.] any wealth, it
comes out of coconut. I have seen recently the
explanation given by the Government to clear
what is meant by non-essential oils and I want
to tell the Government that coconut oil is not a
non-essential oil at all as far as we are con-
cerned. In Malabar, Cochin, Travan-core and
other areas coconut oil is the ghee of the poor
man. Next to rice, the largest item of
consumption for him is this coconut oil. And
the coconut trees or coconut plantations are
not generally owned by large capitalists.
Practically, every homestead— maybe the
poorest of the poor—will have a dozen or half
a dozen coconut trees. Almost every person
owns one or two coconut trees. As such, a
duty on coconut oil will affect the entire
economy very badly. The coconut oil industry
is already struggling for its existence and it is
evident from the fact that it is producing much
less than the installed capacity. Already the
cess imposed by the Indian Central Coconut
Committee and tre respective marketing
committees is hanging heavily on the industry
and this will be the last straw on the camel's
back. The proposed excise duty will certainly
increase the price of coconut oil but there will
not be a corresponding increase in the price of
the coconuts because as I said these coconuts
are grown more or less by small homesteads.
Comparatively richer merchants com, and
take the coconuts from the poor people. These
merchants would wartt to make up for the
increased duty and they will naturally reduce
the price of coconuts. The coconut price is
already very low. Therefore this excise duty
on coconut oil or this inclusion of coconut oil
as non-essential vegetable oil will consi-
derably affect the economy of Kerala and I
would appeal to the Finance Minister to
consider this matter very carefully.

Sir, one other matter and I am done. That is
about the smuggling of gold. Recently, in
some districts of Malabar there has  been a
haul of
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smuggled gold worth about Rs. 50 to Ks. 60
lakhs. It is said that the small country crafts
bring the gold from Arabia and other places. |
asked a supplementary question the other day as
to. why we have kept the price of gold so high
as to be profitable for these smugglers. After all,
these , smugglers cannot get the gold for
nothing. Evidently in Arabia and other places
gold is cheaper than in India. Sir, I have not
been able to understand why the price of gold is
kept so high in India and when I asked a
supplementary question the answer was that
gold was not allowed to be imported into this
country. The reason for th™ price being kept
high was not given. Why should we make it
profitable for a smuggler to bring gold from
outside? Why should we keep its price so high
here?

THE MINISTER ror REVENUE AND
CIVIL EXPENDITURE (SHRI M. C. SHAH):
To save foreign exchange.

SHRI K. MADHAVA MENON: Sir, [ am a
layman but I want this question to be
examined. ' Otherwise, no amount of our
hauling up a smuggler here or a smuggler
there is going to stop this, unless we make it
not so profitable for the smugglers. That is all
that I have to say, Sir.

SHRI B. C. GHOSE (West Bengal): Sir, the
sigh of relief with which the Budget has been
received by the country, especially by the
business community—in spite of the unfortu-
nate leakage of the budget proposals, —
appears to me particularly in the context of the
colossal tasks which the fulfilment of the
Second Five Year Plan will entail, the
measure of the failure of the Finance Minister
in relation to this Budget. What I mean would
become more clear when I come to a
discussion of the taxation proposals, but in the
meantime | should like to place certain facts
before you for your consideration. Dr. Kunzru
had reverted to the charge of loose budgeting
by the Finance Minister which was made last
year, | believe, by Shri Jain. The facts of the
case are against the Finance Minister.



1897 Budget (General),

When that charge was made last year, he had
said in extenuation of the pos! 'on that (a)
special circumstances su~h as the Korean war
and its aftermath made calculations of revenues
difficult; and (b) the lack of organisation in
regard to expenditure, were responsible for the
differences in the estimates and the actuals. It
appears that either those conditions are still
continuing or the calculations are still going
wrong. I am sure that the deficit this year
would also, on present indications, be found to
be not there when the Budget is presented next
year for two reasons. One, the revenues have
been under-es'imated in certain categories. For
example, if you take excises, no provision has
been made for the expansion in production. The
estimates for the next year in regard to most of
the excise duties are the'sameas they were in
the current year. Secondly, if you take the
capital budget, the provision next year is about
Rs. 317 crores. Last, year in the Budget. it was
about two hundred and some odd crores and the
revised is only about Rs. 170 crores, so that we
have provided for nearly one hundred per cent,
increase in the capital expenditure. I am sure
that that is not going to be realised. Sir, I would
not have placed much importance to this matter
if the Finance Minister had not made certain
other observations in this context. He said that
so far as the Budget was concerned, his
objective was that current expenditure should
be met by current taxation. And he explained
last year by saying that hon. Members must not
run away with the impression that heavy taxes
had been imposed on the public for the sake of
implementing the plan. That would be a wrong
idea. Sir, I do not understand the implication of
that proposition, because certainly the
financing of the plan is one of the objects that
we have in view. Resources must also be raised
through current taxation. I can understand
probably what the Finance Minister meant—
although he did not make it clear—was that
outlay on investment expenditure
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should not be met through taxation, that so far
as current expenditure was concerned, both
for revenue *nd developmental purposes, that
shou'd be met by current taxation. [MR.
DEPUTY CHAIRMAN in the Chair.]

But the outlay on investment expenditure
might be met through borrowing and other
ways. That has not been made quite clear in
this statement where he said that heavy taxes
are not being imposed for the sake of
implementing the Plan.

Now, that brings me to the question of the
form in which the Budget ii presented. The
traditional method of presenting the Budget is
not quite appropriate today when we have a
plan in hand. Fbrmerly, the Budgets were only
statements of revenue and expenditure and we
could make our observations on the Budget
and the likely economic effects the taxation
proposals would have. But today tha Budget is
not something separate. It is an integral part of
the Five Year Plan. What we have is instead of
an annual Budget a five-year Budget and
every year's Budget has to be fitted in in the
plan that we have accepted or are going to
accept. Now, if that is the position, then the
information that we need for examining the
Budget is certainly different from what is pre-
sented in the budget papers. I have said that so
far as the Budget is concerned of any year, the
direction, the content and the broad outline are
already stated in the Five Year Plan. The
Budget cannot divert broadly from the
objectives as stated in the plan. Of course,
there may be minor modifications. Now, if
that is conceded, then the information that we
should need is, on the revenue 1 side, the'
effort made to get the resources that are
necessary for implementing the plan. For
instance we have stated in the Second Five
Year Plan that Rs. 800 crores would be needed
by way of additional taxation. We should
know, each year, as to how much of that is
being found through taxation. If we take the
figure of Rs. 800 crores for the whole of the
country and say that fifty per cent, will be
accounted for
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by the States, then the Centre's share would be
about Rs. 400-crores, over a period of five
years, of additional taxation. How much of that
Rs. 400 crores shall we be able to raise during
the first year? The figures are not given in that
form. But I believe it will not be more than Rs.
35 crores or Rs. 40 crores. But anyway I
should like, along with the traditional pre-
sentation of the Budget, information also.on
such items as (o what aie the amounts being
obtained each year under the different' heads of
resources presented !n the Five Year Plan, for
example, under the head of taxation, under the
head of borrowing, under “the head of foreign
assistance. For example, under, foreign
assistance we have taken account of Rs. 160
crores a year in the plan and the provision in
the current Budget is Rs. 85 crores. T do not
say that the shortfall is any serious, because it
may be stepped up in later years. But in order
that we may understand the Budget in its
relation to the Five Year Plan, which is the
most important thing, we should be provided
with informations that are necessary for that
purpose. And, therefore, these things—the
amount of resources that are being raised in
relation to the target set in the Five Year Plan
and the expenditures also that are going to be
incurred in relation to the target of the Five
Year Plan—should be given. I do not say that
the Finance Minister can give us all the
information relating to the Centre and the
States as well at the same time; but certainly he
can give us the information in regard to the
Centre. Centre's expenditure on the plan every
year. And probably he can also give us the
expenditure that has been incurred by the
States in the previous year. That would give
u«s some idea as to how the plan has been
functioning or working. In the same context, I
should like to say that it is unfortunate that we
have not been presented with the progress
reports on 'he Five Year Plan. The last progress
report, I believe, was presented in September
1954.  Since then no
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progress report has been placed before us and
we do not know, excepting that we have a
certain rough idea, as to how the plan has been
going forward. Probably, as everybody knows,
there would be a shortfall of about ten to
fifteen per cent, in the plan expenditure, that
is, on the side of the finances. There is also the
question of the actual results obtained. During
the last budget discussion the Finance Minister
had given an assurance that the "Planning
Commission has at present in hand a survey of
various programmes under the First Five Year
Plan, showing the progress made, as far as
possible, in physical terms." Now, the point
has also been made often in this House that we
should not be given figures only of the plan
expenditure that has been incurred, but we
should also be given some idea of the work
that has actually been done and the Finance
Minister had promised that last year.

General Discussion

And he said that this survey was expected
to become available in the course of the next
two months or so. But that survey or the
results of that survey are still not available. I
do hope that in future years, we would be
given all adequate information that we need
for examining correctly the position of the
Budget and Its effects on the implementation
of the' Five Year Plan.

I would also like to mention here a point that
I urged some years age* about national income
statistics. We were told about two or three
years ago that they were still being pre- . pared
and that they would take some time. But five
years have passed since we embarked on the
plan and it is unfortunate that even in regard fo
national income statistics, the latest figures we
have got are for 1953-54, which again are only
preliminary in character. Unless we get the
national income statistics, we do not know hew
the various sectors in the economy are
operating. 1 hope, therefore, that the
Government will take steps to bring this
information up to date and furnish us with the
details in proper time.
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Before 1 go on to a discussion on the
achievements of the plan, I might first say a
word about the High Power Committee which
the Government intend to set up for keeping a
check on public expenditure. I would like to
congratulate the hon. Finance Minister for
acceding to the demands that have been made
so often in both Houses for keeping a check
on public expenditure. I should also like him
to examine the fact that the cost of collection
of tax revenue has been increasing. For
example, if it was about 33 per cent, in 1948,
it is 3'6 per cent. now. That is also a point
which I hope "he will have under examination.

So far as the achievements of the plan are
concerned, I do not want to say anything much,
because the proper time would be wHen we
shall have the progress report of the plan here
for discussion. But the Finance Minister has
referred to certain things as -satisfactory
indicators of the economic situation in the
country today e.g., the national income has
increased; production has increased and the
balance df payments position is satisfactory,
although the unemployment position continues
to be extremely unsatisfactory.

Now, there is so dispute over the facts that
the national income or industrial production
has increased. Unfortunately, we have no
figures relating to years prior to that when the
plan was taken in hand, of national income
statistics, so that we might have compared as
to what has been the growth of national
income during the plan period compared to
what it was before, because it is sometimes
suggested that w"e have been having a very
rapid economic development. That we are
having some measure of development, I do
not deny. Whether that development is very
rapid, I am not quite sure. For example, if you
take even the national income figures, say, at
current prices, there was an increase of about
12 per cent, between 1948-49 and 1951-52,
that is, before the plan was really put into
operation. The increase in 1953-54 at
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current prices was only by 11'5 per cent. So,
at current prices, that is not a very great
increase. If you take the 1948-49 constant
prices, then in 1953-54, the increase over
1948-49 Was only about eight per cent., even
if you take the figures which have been given
in the Second Five Year Plan that there has
been a 10 per cent, increase in the per capita
income. In actual practice, it means a twenty-
fve rupee increase over five years. So, what
we have achieved is Rs. 5 per year in the per
capita income in this country. Sir, is that very
astounding or extraordinary that there has
been a continuous increase in tlffe per capita
income in this country of, say, about six and a
half annas per month? That is a continuous
figure. Every year, there has been an increase
of six and a half annas per month. Is that
anything very substantial? iJow, the target
was to double the per capita income in 22
years' time. Now, what we expect to achieve
even at the end of the Second Five Year Plan
would be an increase of about 29 per cent, at
constant prices of 1952-53.

There is another difficulty. We get different
figures on different bases. One is 1948-49 and
another is 1952-53. One is current prices. |
wish that we are given comparable figures
based upon any particular year. That would
help comparison.

As I was saying, it would mean at the 1952-
53 prices, at the end of the Second Five Year
Plan, an increase of 29 per cent., 71 per cent,
would still remain to be increased, if we want
a doubling of the per capita income within 22
years. I do not say that it is not possible that in
later years, the national income will not rise
more than proportionately. But hon. Member
should realise the measure that we have
achieved and the extent of work that still
remains to be done if the modest target set
before ourselves is to be fulfilled—the modest
target of doubling the per capita income in 22
years' time.

Then, take industrial production. It is true
that industrial production has been increasing
from year to year.
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[Shri B. C. Ghose.] But if you take the
annual figures, they do not reveal a very large
increase during the plan period. For example,
if you take the increase in industrial
production in 1951 over 1950, the increase
was 11 "4 per cent. In 1952 over 1951, when
the plan had not really been set in motion, the
increase was 102 per cent. If you take 1953
over 1952, the increase is only 4-6 per cent. If
you take 1954 over 1953, it is only &1 per
cent. So, the progressive increase in industrial
production has not as yet been very much
extraordinary. It is not my purpose to decry
the measure of success that we have attained.
But I am only trying to provide a perspective
to our achievements.

Then, our balance of payments position has
been satisfactory. That is really very good. But
it also indicates that the calculations that we
had made in the First Plan had gone wrong,
because we were expecting a deficit of Rs. 180
to 200 crores, whereas what we have is
probably a surplus. But, even though the
balance of payments position' is satisfactory,
the future is not without anxiety, particularly
as our chief export commodities—tea, jute and
cotton—are subject to severe competition. It is
good that the hon. Finance Minister has given
some relief to the tea industry by reducing the
tax on a particular slab. But I believe that in
the interest of the tea industry, it may be
necessary to give some further relief, if tea has
to maintain its international position,
particularly if there is no international
agreement for the restriction of production.
Then, whatever may have been our achieve-
ments, everything pales into insignificance
when we come to the unemployment position,
because what is the object of having a plan and
trying to improve the conditions of the people,
if unemployment, instead of improving, shows
signs of deterioration? That is a serious matter,
but it has been so much discussed that I do not
want to dilate on the question. I should like the
point that was made by my friend, Mr.
Dasappa, to be seriously
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considered by the Government that, unless
you do something about the population
problem as a whole, it will be extremely
difficult for this country to achieve the
increase in per capita income that we all
desire. In this context, the Finance Minister
was very unkind last year to people who were
not aggravating his problem and I hope that
he will still give them some incentive not to
be a burden on him in future.

Now, I come to the taxation measures. In
coming to that, the first thing that strikes me is
the somewhat new theory which the Finance
Minister has propounded in his speech about
progressive taxation. He has defined a
progressive taxation system as a system which
augments the taxation yields proportionately
or more than proportionately to the increase in
national income. Now, we. the students of
economics, know progressive taxation only in
relation to personal income. If the idea is that
it becomes progressive when a proportionate
or more than proportionate increase takes
place in taxation yields in relation to the
national income, then it might conceivably
turn out in practice to be a very regressive
system, because the larger proportion of tax
revenues may have to come from people with
very modest means. I do not say that it will
necessarily follow, but it might follow, if we
want a larger share of the national income,
since the largest proportion of the national
income is contributed by the largest number of
poor people, people with moderate means.
Therefore, I do not think that this definition
can be accepted without serious qualifications.

Before I come to an examination of the
taxation measures, I might offer a suggestion
to the impecunious Finance Minister for
augmenting his resources, a suggestion which
was made by an industrialist Member of this
House. He asked the hon. Minister for Reve-
nue and Civil Expenditure as to whv there has
been a shortfall in Estate Duty collections. To
that, the hon. Minister replied with sorrow
that his
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estimates of deaths in the appropriate
categories were not fulfilled, and therefore
there was a shortfall.

SHRI M. C. SHAH: Not in sorrow, but in
actual fact.

SHrRl B. C. GHOSE: That industrialist
Member also made a suggestion which the
Finance Minister might consider. The
suggestion was that an enactment might be
passed to the effect that for purposes of the
Estate Duty, people in the appropriate cate-
gories would be deemed to be dead at
attaining the age of], say, 65.

SHRI M. C. SHAH: A good suggestion.

SHrl B. C. GHOSE: That will have a very
good effect, because it will remove the
uncertainty about the yield from this source of
taxation.

SHRI M. C. SHAH: We will have to change
the terms in the Estate Duty Act. Death-cum
living.

Suri B. C. GHOSE: With the aid of
legislation, you can do almost anything.

Now I come to the actual taxation
proposals. My complaint against the proposals
is that there is unequal distribution of burdens,
and therefore it is anti-socialistic, whatever
we might say of the socialistic stand of the
Finance Minister and the Government. The
largest slice is coming through what we call
indirect taxes. So far as direct taxes go, I am
in complete agreement with what Mr. Parikh
has said. I do not think that they will do any
harm to the private sector. Apart from the
arguments which Mr. Parikh had already
advanced. I do not see how the proposed
dividend limitation will have any effect on
savings. I do not see- how it will have any
adverse effect, because, if we take the yields
even on securities or stocks and shares, the
yield is generally not over 6 per cent., so that
the investor is not really getting more than six
per cent, on the money that he has invested.
What
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the effect of this change may be is that the
present holders of shares may be affected.
The present holders will be affected both in
regard to the yield that they will get and also
in regard to the capital value of the securities
and shares, but so far as the future investors
are concerned, I don't think that they are
affected because the shareholders as a general
rule do not get more than 6 per cent. If we do
not take into account the market value of the
shares but confine ourselves to the paid-up
value, the Reserve Bank examination shows
that the average fate of dividend is not more
than about 7-3 per cent, but that includes also
some of the very high dividends paid.

SHRI H. C. DASAPPA: May T know
whether he justifies the levy?

SHRI B. C. GHOSE: Yes, I am in favour of
it.

SHRI M. C. SHAH: He said that you were
opposing it. I said that you were supporting
it.

SHrr B. C. GHOSE: In addition to the
arguments which Mr. Parikh had advanced, I
added some other arguments in support of the
levy as regards dividends.

My objection particularly is to the fact that
the Finance Minister is trying to get about Rs.
26 crores by indirect taxes as against Rs. 8
crores from direct taxes. I am not opposed to
indirect taxation as such. I realise that we
shall have to depend morn and more on the
excise duties but at the same time it is
necessary that those who pay direct taxes
should also bear their share of the burden. Is it
the contention of the Finance Minister that he
had exhausted all avenues of increasing direct
taxation? If it is, then of course the policy that
he pursues would be jus-tLled, but that is not
true. All the avenues of direct taxation have
not yet been exhausted. Even the Taxation
Enquiry Commission had pointed out that
there were other sources
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[Shri B. C. Ghose.] that could be explored
for collecting revenues. They said that
additional taxation on a wide range of luxury
and semi-luxury products at fairly substantial
rates could be imposed. They also pointed out
that restriction on the consumption of higher
Income groups must of course be greater than
in the case of the lower income groups. Now,
has this been satisfied? Levy on total wealth
or on the expenditure of the higher income
groups is not a new proposal. Such proposals
have already been made. At least there could
have been taxes on luxury commodities at a
higher rate. There is no justification as to why
the Finance Minister should not have imposed
them. The fact that this is an election year
Budget does not carry much weight, because 1
do not think he would have lost in popularity
by imposing certain taxes on luxury goods.
He would have gained in popularity
with  the

masses.

1 P.M.

As The Finance Minister knows, the
wide disparity in consumption levels is having
a demoralising effect on the large masses of
the people. Therefore I say that the Finance
Minister has not done his duty in this regard. I
am also opposed to the increase in the postal
rates. There was really no justification for
that. There was no justification because I do
not believe that each department of the Posts
and Telegraphs section should be self-
sufficient by itself. There are four main
departments— Posts, Telegraphs, Telephones
and Broadcasting. 1 find that Posts,
Telegraphs and Broadcasting reveal a deficit.
There is a surplus in the Telephone
department which makes up the deficit in the
other sections. So I feel that there is no reason
why additional taxation should be imposed to
make the other departments self-sufficient
when, taking the whole P. and T. Department
there is no deficit, and it is in the fitness of
things that the telephones should bear higher
charges because the service which the
telephones  department provides is
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taKen advantage of by people who are
comparatively rich and by people belonging
to the business community. Therefore it was
in the fitness of things that they should
subsidise any deficit in the other departments.
I said when I started out that the Finance
Minister had failed in this Budget. He has
failed because there was an expectation in the
country that the taxes would be higher both by
the people at large and by the business
community and he has not availed himself of
that opportunity. The country was prepared
for heavier sacrifices and the Finance Minister
has not taken advantage of that. In the course
of the peroration in his Budget speech, the
Finance Minister had said that "Our people
have throughout history been known for their
infinite patience and perseverance". I entirely
agree. He also added that "Given the
leadership, they have never failed to respond
in more than adequate measure." Again I
entirely agree. But the tragedy of this country
appears to be that the leadership has been fail-
ing. The leadership has failed to rouse the
people by the adoption of bold, imaginative
but nevertheless realistic measures to the
desired pitch of enthusiasm to undertake the
colossal task and be willing to share the
necessary sacrifice entailed in the fulfilment
of the Second Five Year Plan for both of
which  they appear to have been
psychologically ready and prepared. The
Finance Minister has missed a  golden
opportunity.

SHrRI LALCHAND HIRACHAND DOSHI
(Bombay): Sir, the country heaved a sigh of
relief when the budget proposals were made
known to the public.

Dr. R. P. DUBE (Madhya Pradesh): When
they leaked out?

SHRT LALCHAND HIRACHAND DOSHI:
I am not concerned with the leakage. Because
the rumours that were prsvailing indicated
that a very high taxation Budget was going to
be presented and when they saw that these
high taxes have not come, they
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certainly ielt  considerably  relieved. The
present taxation is  very high compared to
the income that the people are earning in this
country and it is high not only with regard to
indirect taxation but it is  high with regard
to direct taxation and any effort to
increase direct taxation will result in
stagnation anda sort  of incentive that is
necessary for effort will be killed. In this
respect I should like to draw the attention
of this House to the prevailing conditions in
the two countries of the world which have
now adopted the  pattern of "thirty-six"
for their  ideologies—the U.S.A. and the
U.S.SR. Both of them have got different
Ideologies and they look at this question from
different angles. In U.S.A. they encouraged
the profit-motive and so far as profits are
concerned, to them sky is the limit. In
U.S.S.R, they had a differ-rent outlook and
they thought that anybody making high
profits ought to be taxed heavily and after
1917 when the revolution was brought about
in that country, they removed all those high
income people and put very heavy taxes
on direct income. Gradually they realised
that that was putting the clock back, and the
incentive was being killed and  gradually the
direct taxation on incomes was steadily
reduced so much so tfiat today we find that
US.SR, is the leading country in keeping
direct taxation the lowest. That has been
their experience and in this country who
have had rather a late start in industrialisation,
we must take the experience of other
countries as a guide for our development so
that  our objective will not be missed.
America and also the UK. who had an
earlier start with regard to
industrialisation encouraged people to start
industries and kept this taxation low so that
they could have sufficient incentive to
organise more and more things which in return
created more  employment, more wealth and
that led to prosperity.

In the last two years, I find in these budget
proposals a slightly contradic-
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tory tendency. In one year we warrt that the
entrepreneur should plough back his profits
into his industry. And again they come with
new pro? posals whereby, when the man tries
to plough back these profits into the industry,
they tax all those investments also. I am
particularly referring here, Sir, to the "23A
Companies" about which the first indication
was that they should, as much as possible
keep back their profits in the industry. They
were advised that they should not distribute
more than 60 per cent, of the profits. And
when they accumulated all these reserves,
now they are told, "If you do not distribute
more, you will be again taxed." I am referring
to the penal assessment with regard to the
"23A Companies." I submit, Sir, that tMs is
not desirable. On the one hand you are forcing
the companies to distribute as much as pos-
sible from the profits and when they distribute
that, then on the other, you again put
additional tax on these dividends. These are
contradictory things and they are going to
affect the working of various companies.

Sir, I believe the whole Budget revolves
round the Second Five Year Plan that the
Government and the couitry want to follow.
In my observations on the Railway Budget, I
drew the attention of the hon. Minister for
Railways that we have not been able to
observe from the data made available to us
that the Railways were carrying more goods
or passengers during the period of the First
Plan. From the figures I pointed out that so far
as the passenger traffic was concerned, it had
hardly increased by more than 2 or 3 per cent.
So far as goods traffic was concerned, during
the five years' time, it had hardly increased by
more than 10 per cert*. While rail traffic had
not mereaE'e'l much, the other means of
transport also had not contributed anything to-
wards the movement of goods. Presumably,
the suggestion is that the goods were not
produced, because the road transport also has
not increased much. From the figures of
registration of
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[Shri Lalchand Hirachand Doshi.] vehicles
we see that there has not been any appreciable
increase; instead, there has been rather less of
transport by roads. So transport also has not
shown any improvement. One therefore, feels
rather sceptical as to whether we have really
been successful in the First Plan.

Let me cite  another illustration. This one
relates to housing. We find that in the urban
areas as also in the rural areas, construction of
houses has been terribly lacking and this
process has been very much lagging behind. In
cities like Bombay where it is suggested that
annually at least 20,000 tenements should be
built, we find that even 3,000 tenements
are not being constructed, and even here the
bulk of the money has to come from the public
funds. In other words, the people are not in
a position to build houses with their own
money. This should not really be the
economic condition of the people,
because hitherto whatever houses were being
constructed, they were being constructed by
the people themselves. It may be that the
landlord constructed the houses and then
offered them out on lease or for rent. After
all, the people themselves did it. But today,
the Government is coming forward with
subsidies and yet there is no construction
worth the name. And what is true of
Bombay is  equally true of other cities. In
rural areas and particularly in the villages,
you hardly find any new construction. There
were at least mud houses in  the villages. But
today, if you make a tour of these villages,
even those mud  houses would  not
be seen  coming up. And Ihe old  ones
are cracking badly. Trie population is
increasing steadily year by year
and adequate houses are not built. Therefore,
it will be extremely difficult to house our
people properly. At present. In towns where
good localities existed, there you find slums
coming up, they are degenerating into slums.
Therefore, it is important that these people
should be encouraged, not by means of grant
of subsidies, but out
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of their own resources, to build more houses.
And the people generally must be able to
consume the commodities and use the
services made available in the country with
their own money and thus enjoy the benefits
of the country's prosperity.

Sir, we are developing what has been
termed the socialist economy. Has that
economy succeeded anywhere? An hon.
Member from the Opposition remarked that
the progress that has been made in countries
like Italy and Germany is much more
spectacular than what has been achieved in
this country. Why is that? It is a fact that
Germany, in spite of the effects of the last
war, has shown far greater progress than was
anticipated.

SHRI RAJENDRA PRATAP SINHA
(Bihar): Was there any capital levy there?

SHRI LALCHAND HIRACHAND DOSHI:
No, they did not have any capital levy there. If
the hon. Member wants to know how they did
it, I may tell him that they gave the people
greater scope for private enterprise to make
progress. Italy started with communistic
influences and then found that life became
miserable and the people made up their mind
to oppose that kind of a thing and have now
come out much more successful in increasing
the production in the country and they are far
better off than they would have been under a
controlled economy. Sir, we are told that the
U.S.A. and UK. took much longer time for
developing their economies. But if we really
look at the progress made by these countries,
especially after the world war, we will find
that their progress largely depended on
industrialisation and the encouragement of
private enterprise.

It was not that controlled economv was
practised there. Every effort was made to
encourage the businessmen to put in more and
more money into their enterprises so that not
only did they make profits but they created
conditions whereby more goods were
produced, more services were rendered and
the community as a whole got
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the advantages. What is the position in this
country? The othef "day, the Minister for
Commerce and Industry, in his speech before
the University students, described the
condition of Indian businessmen. He
described himself as the superintendent of the
jail and the businessmen as the prisoners in
that jail. The businessman is bound hand, foot
and mouth and cannot do anything that he
likes; he has to carry out what the
Government wants him to do. When you put
more and more of direct taxes, when you
restrict his capacity to plough back his profits
into the industry by heavy taxation, it will be
impossible for him to do justice to the job
which he is anxious to do and which I am
quite sure any proper thinking country would
like him to do.  *

SHRI B. C. GHOSE: H, nevertheless does
it.

SHRI LALCHAND .HIRACHAND
DOSHI: He has not done it before. He has
not had the opportunity to do it.

SHRI B. C. GHOSE: I would like to ask a
question of the hon. Member. In spite of all
these difficulties, why do the private
capitalists complain when a restriction is
sought to be imposed? Why do they still want
expansion in production of textiles, coal etc.

SHRI LALCHAND HIRACHAND DOSHI: I
could not quite catch the point.

SErI B. C. GHOSE: My point is, if the
private capitalists find it so extremely
difficult to function under the present
conditions, with taxes going so high, why do
they, whenever there is a proposal by
Government for putting a restriction on their
production, complain and want more quotas
to be given to their sector?

SHRIM.- C. SHAH: Yes, he is right.

SHRI LALCHAND HIRACHAND DOSHI:
I hope I have understood his point.  The
question is if there are so
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many restrictions on the businessmen, why
are the businessmen trying to do more. I
mean, it boils down to this.

SHRIB. C. GHOSE: Yes.

MR. DEPUTY CHAIRMAN: Why do you
want more mills and more spindles in spite of
so many restrictions?

SHRIB. C. GHOSE: no When there are
profits.
SuriM. C.SHAH: The worry is

more.
SHRI LALCHAND

HIRACHAND DOSHI: The main reason is,
businessman I am, I am anxious to do more
and more for the country. You may laugh at
that but the whole basis of private enterprise
is this.

Is'there no pro-
SHRI M. C. SHAH: fit

1ve?
MOtve? 1 AT CHAND
SHRI Yes, there
DOSHI:
motive.

HIRACHAND is
the profit

SHRI C. P. PARIKH (Bombay): With the
Minister, it is.

SHRI LALCHAND HIRACHAND
DOSHI: He knows that he is working
for the sake of profit but at the same
time while he is making a profit, he
is prepared to ................

SHRI JASPAT ROY KAPOOR (Uttar
Pradesh): Perhaps service of the country is
itself profit.

SHRI LALCHAND HIRACHAND DOSHI:
It is because, what is it that we want to do in
the service of the country? We want to render
more service and we want to produce more
goods that the country needs. The
businessman knows full well that there are
problems and difficulties in whatever he is
trying to do and yet he is prepared to take the
risk and he expects more profit where the
risks are greater. You may be knowing that
there are different kinds of capital; one is
equity capital, the other is preference capital,
then there are the debentures, = Government
securities
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[Shri Lalchand Hirachand JJosm.j and so
on. In each, the element of risk is less or more
and yet the businessman expects more profit
from that kind of capital where there is great
risk. The ordinary man who does not want to
take any risk says, "All right, I will put my
money in Government securities. I am quite
happy with the 3k per cent, or 4 per cent, that |
will be earning from the Government
securities but it is safe all the time." By all
means, it is all right but the other man is
prepared to take a risk and here is the time
when we must take risk in order that
production may increase much mTire rapidly.
If you are hemmed in with all kinds of
restrictions, as the Government servants have
to face every time, one cannot do much work
and the initiative and enterprise will be
handicapped. This happened in Russia and
they realised that any heavy taxation on
income would curtail and dampen initiative
which is most important for the development
of a country to be accelerated.

MR. DEPUTY CHAIRMAN: Do you want
this Government to adopt the same method in
other spheres also? Do you want this
Government to follow the Russian example in
other matters also?

™ LALCHAND HIRACHAND
iJUbHI: Ido not approve of the Russian
economy. What I am saying i is that two

countries  which started their life in probably
diagonally opposite ways of thinking have
come to the same conclusion that heavy taxa-
tion and direct taxation is a damper of initiative
and enterprise and therefore, that sort of
taxation should be discouraged.  This is my
feeling. If you want to adopt the Russian
philosophy, by all means you will have the
vote and perhaps you will carry the day but
that will not lead to progress particularly when
you are determined to observe democracy in
this country.

SHRI  KANHAIYLAL D.
(Madhya Bharat): You are
democracy; we are for it.

VAIDYA
not for
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SHRI LALCHAND HIRACHAND DOSHI:
If you are for democracy, for the sake of
democracy encourage initiative, enterprise
and adventure. You cannot put in restrictions
and put the man who is prepared to take risks
for the benefit of the country into jail, as the
Minister for Commerce and Industry
mentioned the other day.

While the Budget of the Government of India
was being presented, the Budgets of the various
other States also were presented to their
respective Legislatures. 1 was surprised to find
that "here was no mention of any increase in
taxation in most of the Budgets. In this Budget
also, the proposals are for Rs. 35 crores only. So
far as the plan frame is concerned, we are told
that in the five years of the Second Plan,
Government will need Rs. 450 crores out of
which, it is expected that about Rs. 225 crores
will be raised by the Central Government and
Rs. 225 crores by the State Governments and
yet, though the Central Government have come
forward with an additional burden of Rs. 35
crores, I was wondering how it is that the State
Governments have not come forward with any
proposals for additional taxation. As a matter of
fact, in one State, in spite of a deficit of more
than Rs. 7 crores, there j is no effort to balance
their Budget by additional taxation. So are they
not going to raise any more money by additional
taxation? After all, the Five Year Plan is a joint
effort of the Union Government and the Sta'te
Governments and I am wondering whether it is
only the Union Government that is going to
adopt this policy of additional taxation or
whether the State Governments also are going to
do that.

Then, Sir, I was wondering why there is no
reference to the performance of the private
sector. What are we expected to do? The draft
outline of the plan that has been circulated to
us makes reference to the spending of Rs.
4,800 crores in the public sector, but there is
no mention
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at all as to what the private sector is expected to difficult to find mDre capi'.al for the private
do. If I understood rightly, at some other place sector fo? star'dns new industries or for
they have mentioned that the private sector is expanding the old ones. The next five year
expected to spend about Rs. 2,300 crores. If that Programme is ambitious but if we discourage
is to be added to the Rs. 4,800 crores, the total Private enerprise and take away all the
comes to Rs. 7,100 crores, which is a colossal resources for the public sector, it will be
figure, and my question is, having taken away so difficult for the private sector to carry out its
much money from the people, where is the responsibility.

private sector going to find money for carrying

out its own responsibility? Sir, I do not wish to take more time of the

House, but certainly the consideration that the

SHRI B. C. Finance Minister has shown in not raising the
we wonder. GHOSE: Thatis what taxation toflmuch but keeping it at a rea-
sonable level at this stage is praiseworthy and

SHRI LALCHAND ! do hope tRat he will not resort to heavy

HIRACHAND DOSHI: Well, T am anxious to {axation and fall a prey to the propaganda of
know that. )
V(s }Jr) oY - r.»! Ly

SHrR1B. C. GHOSE: But you do
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Pror., A, R. WADIA (Nominated).
Mr. Deputy Chairman, we have had
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[Prof. A. R. Wadia.] the privilege of
listening to many long speeches on the
Budget. The one, impression that is left on my
mind— and it must be on the minds of others
as well—is that this House is absolutely at one
in accepting the idea of Welfare State whether
one be a Communist or a so-called Capitalist.
We all recognize that the modern State, to
justify its existence, must be a Welfare State.

A  Welfare State is a very costly
proposition, and therefore, we have to
recognize that there will be increased taxation.
And we were prepared for a much more
stringent Budget than the one that has been
actually presented by the Finance Minister. In
fact, I want to say that it is much less
frightening than we were led to expect and, to
that extent, we are grateful to the Finance
Minister.

There are just anfew points which I should
like to make. There is a very small item of Rs.
50 lakhs by way of additional taxation that the
Budget provides in the form of excise. Now,
it seems to me that the items taxed might as
well have been left alone, especially the tax
on flashlights and flashlight cases. One object
of this tax might be to increase the revenue.
But in the Explanatory Memorandum, the
Finance Minister has made it very clear that
he has recourse to this tax mainly to
encourage the indigenous industry.

Now, it is a fact that the indigenous
industry in this line is particularly weak and
for all practical purposes, we have to go in for
foreign flashlights and these lights have
ceased to be luxury articles. They are being
used by practically all of us, even by our
chowkidars. Even they fight shy of the
kerosene oil lamps and therefore, a higher tax
will only tend to increase the price of these
flashlights. And it will be a hardship to the
poorer sections of the people.

Equally unhappy is the increased *xeise on
soap. Sociologists recognize
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that an increased use of soap is a marked
characteristic of an advanced civilization. And
I think that we in this country suffering from a
hot perspiring climate, are all the more in
need of soap and we ought to increase the use
of soap all the more. Anything that tends to
increase the price of soap is undesirable from
the standpoint of our common people.

Coming to Indome-Tax, I do not propose to
quarrel with the Finance Minister about his
desire to increase it because we have grown
accustomed to it. But the super-tax on
dividends above 6 per cent, makes us pause a
little. This 6 per cent, is calculated on the
basis of the paid-up capital; that means on the
face value of the shares. But anybody who is
acquainted with the share market knows that
this does not represent the actual value of the
shares. In many good companies, people have
to buy their shares at a very heavy premium
and forcing a super-tax on all dividends above
6 per cent, of the paid-up capital. I am afraid,
in practice will work out extremely unfairly to
the normal investors. It has been recognized
that the normal investors are not necessarily
multi-millionaires. These are middle-class
people who have saved a little bit and who
have invested their savings in these various
shares even at a high price. It is worth while
considering whether the Finance Minister
would not be justified in revising his opinion
on this point and make this super-tax more
equitable, I would say, to the average investor.

SHRI C. P. PARIKH: Would it not be better
if it is calculated on the paid-up capital and
reserves?

PROF. A. R. WADIA: Well, Sir, Mr. Parikh
has much more experience in this direction
than I have. If he thinks that it would be more
equitable, then I have no objection.

I am not to quarrel with anybody over the
increase in the postal rates for registration and
telegrams. But [
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ao suomit mat in the light of the criticisms that
we had made last year 4he Finance Minister
should have found it possible to reduce the
postal rate on book-post. It is really a
hardship. On the one hand, the Government is
anxious to increase literacy in the country. It is
anxious to spread education in the country.
Therefore there should not be any heavy rate
on book-post, whether it is newspaper or
magazine or book. A book costing Re. 1 has to
pay heavily at the present postal rate. That is a
hardship that w, pointed out last year and one
would wish that the Finance Minister even
now—it is never too late to do a good thing—
will somehow reduce the existing book-post
rate.

There are one or two suggestions "which I
should like to make on the administrative side.
Those institutions which have the privilege of
receiving grants from the Central Government
find that these grants are received far too late
in the year. It creates a certain amount of
uncertainty and since the Budget is there and
the items have all been fixed, I think that it
would be much better if these grants were to
be spread over the year, so that the institutions
getting these grants would get their amount
once in a quarter at least. I know that there are
a number of institutions which do not
practically know as to what they are going to
get and having got that information in March,
by the end of March—before the end of the
financial year—they will get the grants. It
creates a great hardship to the institutions
concerned. I am told that the Finance
Department sits very tight over sanctioning
these grants. I wonder if it is not possible to
devise a really better system. The various
Ministries know what their requirements are
and they put up their suggestions and it is for
the Finance Minister to accept or reject or
modify them and finally present those
demands in the form of the Budget that is
before us. Once that is done, I think that it will
be much better if the Finance Ministry loosens
its hold <on the different Ministries as to how
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they should spend on this or that item. The
Ministries are the best judges; they know their
.real requirements It is hardly worth while
somebody-sitting in the Finance Ministry and
saying that this shall not be given and this
shall be reduced by 25 or 50 per cent. It is
very unfair. Within the sanctioned grant, full
liberty should be given to the various
Ministries to spend the amounts. I know that
the Finance Ministry practically serves aa a
sort of bottleneck. Things are very inequitably
done. Of course, if the Ministries abuse their
authority, that is to say, if the amounts have
been sanctioned for certain items and they
spend more than the allotted amount or spend
it on other items which have not been
sanctioned, it is perfectly justifiable for the
Finance Ministry or the Auditor General to sit
tight on them and bring them to book. But
assuming that the Ministers in the other
Ministries are responsible individuals—res-
ponsible to us, the Parliament and the public
at large—we may reasonably take for granted
that they will Be careful as to how they spend
their money and their discretion should be
trusted in this matter. There is another little
point which is creating considerable hardship.
Years ago when income-tax was much lower
than it is now, the assessees were given
reasonable notice. They were asked to pay
their taxes within a month or sometimes even
two months. The present practice seems to be
to spring a surprise on the assessees and call
upon them to pay within seven days.
Nowadays the income-tax is a very
respectable amount in four figures and even in
five figures. To give a man just seven days'
notice, when the amount is so big, and then to
threaten him with dire penalties if he does not
pay up, seems to ber a real hardship. I think
that the Income-tax Department in the
collection of taxes should be more human and
a little more businesslike and take into
consideration the difficulties to which an
ordinary income-tax payer is subjected. Often,
it may be that he is out of station. His clerk
might have received the notice or somebody
in the
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[Prof. A. R. Wadia.] family, might have
received it. He may be returning only after a
fortnight and find that the seven days' time has
elapsed. I do hope that the Finance Minister
will issue instructions to the Income-tax
Department to be a little more equitable and a
little less "efficient" in their methods.

Mr. Bhupesh Gupta launched, as usual, a
very strong attack on foreign investments in
our industries. There is a common
presumption that indigenous capital would be
forthcoming and that there is no real need for
foreign investments in our industries. I have
no doubt that indigenous . capital would be
forthcoming, but we have to recognise the
painful fact that indigenous capital has become
shy, and the reason for the shyness is not
entirely the fault of the people who have a
little money to spare but the fault lies with the
Government. They do not know their own
mind. The Damocles' sword of nationalisation
is always hanging in the air. If only the
Central Government were to make up its mind
as to what industries it would nationalise and
when, and stick to it, there would be more
confidence in the investing public and they
would not be so shy in investing their money
in the creation of industries. I-think that is a
very desirable thing. Even assuming that there
is capital, we do not always have the
technicians necessary for starting new
industries, and to that extent we may have to
depend on foreign assistance. Personally it
seems to me that there is nothing wrong in the
development of our industries even with
foreign capital. After all, the foreign capital is
invested in our own country, industries are
created and so many persons find employment
there, and why should we fight shy of it,
seeing that we are planning for more
employment opportunities in our country?
Whether it is skilled labour or unskilled labour
or whether it is technicfel labour, every
industry established in our country is one step
forward towards the reduction of
unemployment, and
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I from that standpoint, it is extremely desirable

that even with foreign capital we should start
industries. If necessary, we should get the
assistance of foreign technicians. Mr. Bhupesh
Gupta, in challenging this policy, conveniently
forgets that even Russia in the beginning of the
Communist revolution had to go in for an
immense amount of technical knowledge from.
America. They did not fight shy of paying
fabulous salaries to the American engineers
and technicians, and Russia has reaped the
benefit of it. She has reaped rich dividends. 1
do not see why, as an Indian, Mr. Bhupesh
Gupta should grudge this policty of the
Government, which is-necessary at the present
stage of our development.

I come to the Defence Services. OR the one
hand, we say that they take away a tremendous
proportion of our total revenues. On the other
hand, we feel that we are still not strong
enough to stand up to any first-rate power or
even a second-rate European power. My
friend, Dr. Kunzru, complained that the
officers in the Defence Academy are not paid
enough. I think that one friend from the- other
side complained that the jawans are not paid
enough, that they are recruited at the age of 18
and are retired at the age of 30 and have
nothing to fall back upon. These are very
serious problems indeed, but if we spend
more, it means that we will have to spend an
increased proportion of our total revenues on
the Defence Services. One thing is certain that
however much we may talk of non-violent
methods, we have to be prepared. We have to
adopt the common-sense policy of keeping our
powder dry. In a world which is wedded to
violence, we cannot afford to be entirely non-
violent; though we shall certainly be prepared
to do the best we can by not attacking other
countries, we have to be prepared against
foreign attacks, and from that standpoint, even
at the cost of increasing the amount spent on
the Defence Services, it would be desirable to
spend a little
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more to get a contented soldiery and to get an
efficient official class in our military ranks.

Yesterday, I understand that a full-scale attack
was  launched on  the Education and
Health  Ministries. I did not have the
pleasure or the displeasure of listening to those
attacks, but I understand that the chief]
reason advanced for abolishing these two
Ministries was that they are not doing any good
work, especially as both the subjects of]
education and health belong  to the  States
and therefore, there is really no
room  for the existence of these
Ministries at the Centre. While there is
something to be said for this reason, I am not
prepared to come to the same conclusion as my
hon. friend. It has always been very strongly felt
by me that in the last days of the British
Government as well as in the present situation,
Education has not been made stronger at the
Centre as it should have been made. 1
for one feel that the Education Ministry at the
Centre should have been given much greater
control over the  universities all over India.
In view of lack  of control, each university
seeks to go its own way and creates problems
which the country as a whole has to face. The
universities produce our leaders, and if our
leaders are to be real Indian leaders, they will
have to develop a very broad-minded Indian
patriotism and an Indian outlook. Therefore, it
is ' very desirable that these two Departments,
especially the Education Department,
should not only continue but should be
strengthened. 1 would like to strengthen the
hands of  the Education Minister and enable
him to discharge his functions much more
efficiently than he has been able to do so far—
not for lack of will—by giving him increased
powers. [ know that the States will resent this,
but the States are in the habit of resenting
everything. Once having tasted power naturally
they would not like to give it up. But in the
larger interests of the country and for the
purpose of coordinating university —education
and perhaps to a lesser extent secondary
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education, the Ministry of Education needs
strengthening. 1 would like to repeat our
thanks to the Finance Minister in having
produced comparatively a conservative
Budget but a very well-balanced Budget—a
Budget which does not frighten people too
much although it may not please the
extremists on the other side.

SHR1J. S. BISHT: Mr. Deputy Chairman, in
studying this Budget, the most prominent
feature that strikes me and frightens me is the
dimension or the magnitude of deficit
financing. I have noticed that in the three days'
debate that has been going on in this House, as
much importance has not been attached to this
most prominent feature as should have been
attached. It seems to me that by a slow
process, we are getting addicted to this
particular drug, so much so,. that we are
feeling too complacent about it. There was a
remark in a very long speech delivered by Mr.
Parikh running over one and a quarter hour
about it. He dismissed the whole subject in
practically two lines at the tail end of his
speech but even so, coming as it does from a
gentleman of the fraternity of the capitalist
class in issuing a warning to the Finance
Minister about the dangers, it has got some
value because the Federation of Indian
Chambers of Commerce and other commercial
bodies have been crying hoarse for going the
whole hog with deficit financing. I will point
out the authorities on this subject. Here is first
the Bernstein Commission Report. I will just
quote a small passage. It has said:

"In the long run, the resources for
development—and development is a long
run problem—must come from taxes or
savings out of the current income of the
people, or they must come from resources
provided from abroad. The problem of
inadequate resources must be faced and
met."
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[Shri J. S. Bisht] "That is to say, they
themselves, when they wer J specially
summoned by the Government of India to
enquire into  this  problem, strongly
recommended that deficit financing should not
be exceeded beyond a certain limit and that
was something like 33 i crores a year or
something to the extent of the money that we
could draw from the Sterling balances. Since
then we were supplied with the Report of the
Central Board of Directors of the Reserve
Bank of India. It is the Report for the year
ending 30th June 1955 and it says:

"There is nevertheless, a limit to the pace
and extent of economic development
possible that is set by the real resources
available. With un-utilised real resources
capable of being harnessed to national ¢
development, a measure of deficit financing
is not only desirable but may be essential for
economic  stability. Deficit financing,
however, provides no easy substitute for
sustained and substantial efforts to mobilise
resources for development. It is a double-
edged weapon which may be employed,
within limits, to help development, but may
hinder it, if used to excess. It is desirable,
therefore, to set our targets of development
on a realistic assessment of available
resources while making the fullest efforts to
maximise such resources."

This is a very valuable warning com- ,
ing as it does from a very independent]
source. Apart from this, I find

another report—a memorandum prepared by
the PaneJ of Economists of the Planning
Commission for the second Five Year Plan
and I will just quote this another authority
which comes practically to the same view. It
says:

"For a year or two, deficit financing at a
rate of Rs. 200 crores or so is safe—and
even necessary. But, continuous deficit
financing on this sc*l» for a number of
years is cer-
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tain to generate inflationary pressures. A
bolder plan with an emphasis on
employment and heavy industry has
inevitably a large inflation potential. We
should like at this stage to caution against
any tendency to undue optimism as regards
the extent to which the use of deficit
financing may avoid the awkward necessity
of a deliberate endeavour to mobilise
resources, as a result of the apparently large
budgetary deficits of recent years not
having produced adverse consequences. "

This is an important point because
thisis one consideration that has
brought about this feeling of com

placency. They say:

"Firstly, the deficits have not been as
large as originally envisaged in budget
proposals. Secondly, there has been an
unexpected—if not entirely adventitious—
increase in foodgrains production. It is
impossible to forecast the total national and
international economic situation at this
stage. We cannot therefore say with
certainty that the situation will remain
equally favourable throughout the plan
period. The undertaking of deficit financing
may itself change the situation unless
counteracted by a rapid pace of
development or by international conditions.
We feel it necessary to suggest therefore,
that the strictest watch be kept on the
situation."

Thereafter we also received the draft of the
second Five Year Plan and the Planning
Commission itself has said the same thing. It
says:

"Nevertheless, a developmental
programme cannot be abandoned or slowed
down at the first appearance of difficulties
or bottlenecks. A measure of risk has to be
taken. There has to be corresponding pre-
paredness to adopt the necessary controls,
and these controls have to form a fairly
integrated system if they are to succeed."
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All this comes and on the top of it we have

here the budget speech of the Finance

Minister. In Part B he has .said the same

thing. He says:

"The road to inflation is easy enough, but
it opens floodgates which it would later be
impossible to close. We are, in fact, taking
a measure of risk with the deficit financing
proposed for 1956-57 and we shall have to
watch its effects carefully and adjust
subsequent programmes in the light of
these effects."

Now, as I have pointed out from the Bernstein
Commission Report to the Finance Minister's
speech, all along, there is absolute agreement
on this point that deficit financing is a risky
business. In fact if I remember correctly, the
Finance Minister in his budget speech last
year or the year before last, said that this is a
thing which should be taken like a medicine
and not like food and that he would always
keep a strict watch on the situation. But now
in this particular Budget he has plumped for a
deficit financing of the magnitude of 390
crores. If this is not food, I don't know what
else is food because the total budget of the
Government of India in 1952-53 was of the
magnitude of Rs. 400 crores. Here we are
budgeting for the creation of money—deficit
financing as it is euphemistically called, as it
is nothing more than printing of notes, to the
tune of nearly Rs. 400 crores and there is no
doubt a very great risk in this matter because
this is the key-stone of the arch. If inflation
runs away and gets out of control then all this
planning will come to nothing at all. That is
quite certain and the Finance Minister also
made a promise last year that the moment he
saw the red sign on the horizon, he would
take steps immediately to control the
situation. This year we have seen that the
price of wheat has been rising. Now the
Government and the Food Minister and
everybody went about the country and said
that they were going to bring it down and in
all the strategic markets they opened
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shops and released stocks. It is two months
now but there has been no impression on the
market at all and I submit that the wheat price
is in fact the king-pin of the prices. When
wheat prices go up, sympathetically other
food-grain prices go up and when they go up
of course the wages go up and then the cost
will go up and then all this cost of Rs. 4,800
crores for the plan may go to Rs. 8,000 or Rs.
9,000 crores and we shall be as far off from
realising the plan as we are today. Therefore
in our hurry we have to take great
precautionary measures and I have therefore
very grave doubts about the magnitude of this
plan, when we see the signs of inflation
already on the horizon. Last year I made a
special request when I was speaking on this
point that at least the hon. Finance Minister
should give us an idea as to the mechanism of
the plan which he has got by which he will
immediately control the whole situation. We
would expect from a General when he is
facing a situation, when we know that the
enemy is very tough, that he has some plans of
retreat and at least his army should know how
he is going to retreat so that they may have
some measure of confidence and some
measure of security. In the lower strata of
society there is already this anxiety, this
insecurity that there may again be inflation
which we had during and at the end of the
second World War, and which could be
overcome only after a long time. It only
makes the rich richer and it means windfall
profits for the capitalists while it makes the
vast sections of the people, especially those
with fixed incomes, the wage-earners and the
poor people even more poor than they are at
present.

At the same time we have to carry through
this development programme as fast as we
can. And this should be done with stability. If
we are determined to work out this pro-
gramme, this plan of the magnitude of Rs.
4,800 crores, to me it seems there are only
three alternatives that we can adopt. The first
is to be very cautiotis and in a conservative
way
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[Shri J. S. Bishi] spread out the Plan over a
period of six years. If we cannot find the real
resources to cover the Plan within five years,
the heavens will not fall if we extend the
period to six years. I know in this matter of
deficit financing, there is sharp difference of
opinion even among economists. There are
some who say there is no danger in it and
there are others who say that there is danger.

[ RAIYA

[THE VICE-CHAIRMAN (DR. P. SuUBB-
ARAYAN) in the Chair.]

In such a situation we can only adopt one
method, that is to say the method of playing
for safety, the method of caution. And it
would be in keeping with that method to
spread over six years this plan instead of over
a period of five years. My calculations show
that if we put the plan through in five years
we would be spending something like Rs. 960
crores a year on this development programme,
whereas, if we spread the thing over six years,
we would have to spend about Rs. 800 crores
a year. This will greatly curtail the magnitude
of this deficit financing. That is one method.

If that method be not acceptable, the only
other alternative that you ean adopt is to adopt
the method recommended by the Taxation
Enquiry Commission. They have
recommended that excise duties must be
levied and these should go down to almost all
the essential commodities. This is what they
have said:

"Mere taxation of articles of luxury
would not produce sufficient revenue and

for commodity taxation to produce
substantial receipts with  appreciable
restraint in consumption, it will be

necessary to extend excise and sales
taxation to the consumption of lower
income groups and of goods commonly
classed as necessaries. There was not
sufficient logic in the exemption of certain
essential goods from taxation. As an
alternative to inflation which might involve
aneven larger cut
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in the current consumption standards of the
weaker sections of the-community, a
systematic scheme of taxation of the
essentials would be-preferable."

I wholeheartedly and entirely agree with this
recommendation of the Commission that
excise duties and sales taxes should be quite
broad-based and should cover all the essential
articles, because if we really want certain
development programmes to be got through
within a certain period of time, it is very
essential that everybody, from the lowest to
the highest, should contribute towards that
development. It is no good crying: "Soak the
rich" because the rich are ) already very much
soaked and even if , they are soaked more,
that is not going I to bring in anything like the
amounts that we need for our development
programmes. Therefore it is necessary that
these taxes should be brought on almost all.
There is however, a feeling in the country that
if we bring on these sales-taxes and excise
taxes to affect even lower levels, there will be
a certain amount of unpopularity for the party
in power. To this also the Taxation Enquiry
Commission has given a reply. They have
pointed out:

"It would not be incorrect to state that
taxable capacity shrinks with impecunious
and unpopular policies and ineffective
governance, and expands with beneficent
and competent administration."

So, if our administration is beneficent and
competent, there should be no such danger of
any unpopularity. In fact, we have got the
examples of «ven totalitarian States before us.
Russia, when that country went about its
development programme and when it wanted
to hurry it through, it did not merely print
more money and have deficit financing. There
they clamped down the controls very rigidly
and controlled all consumption. Therefore, if
we are not prepared to-adopt even the second
alternative that I have suggested, then we
should adopt the alternative which the Plan-
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ning Commission had recommended even in
connection with the First Plan, namely, clamp
down physical controls from A to Z, that is to
say, on all articles. All articles should be con-
trolled and rationing introduced. After all,
there is no easy way, there is no royal road to
development at such a quick pace, if the thing
is to be done with stability and safety. And it
is of paramount importance that the Indian
Rupee must retain its respectability, its
reputation and its value.

Sir, leaving this question, I shall now
proceed to draw the attention of the House to
a subject to which I drew its attention last
year and that relates to certain aspects of
Defence. This year we are lucky that the hon.
Minister for Defence is present here now in
this House, although he now seems to be very
busy reading through certain files.

THE MINISTER For REVENUE AND
DEFENCE EXPENDITURE (SHrI A. C.
GUHA) : But he is still hearing.

Suri J. S. BISHT: I am very thank
ful.  Sir, firstly, in the matter "2
Defence, 1 enquired from the Defence
Ministry  whether they were taking
any steps with regard to the provision

of barracks and permanent residential
quarters for the Army that is there on
the Western Front, namely, right from
Kashmir down to the Rann of Katch.
Sir, it is now nearly ten years that
they have been there, exposed to sun
and rain. I can wunderstand that when
there is a war on, the Army is expect
ed to live in discomfort and to under
go trials and privations. But when
there is no war on, we find that all
these ten years, when the boundary
also has been permanently fixed, from

Jammu right down to the Rann of
Kutch, there is no earthly reason why
there should  not  be permanent
accommodation, some  permanent  bar

racks built for these men. I have gone

to these areas and [ have seen for
myself, right from Suchetgarh which
is some 16 miles from Jammu, down

to Pathankot, in all these places .........c.cccceeuve.
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THE MINISTER ForR DEFENCE (DRr. K. N.
KATiU) : Pardon?

SHRI J. S. BISHT: I was saying that the
bulk of our Army on the western front has
been there for the last ten yf&rs. No war is
going on. Of course, when a war is on, the
Army is expected to live in discomfort. But in
peace time, the Government is expected to
provide suitable accommodation for them, to
enable them to live in quarters. But right from
Jammu down to the Rann of Kutch, they have
been living with nothing above except, the
sky, in tents, in sun and rain, and the
Government have taken no steps to provide
them with permanent accommodation. Last
year a reply was given by the Finance
Minister, on behalf of the Defence Ministry,
that this was a matter which was under the
consideration of Government. So I should like
to know now what steps have been taken, how
many quarters have been provided during the
current financial year and how many are pro-
posed to be built in the coming financial year.

Another point which I wish to bring to the
notice of the Defence Ministry is this. The
hon. Minister for Defence must have come
across the controversy ijoing on with regard to
the expenditure that has to be incurred by the
officers, especially the junior officers, in
maintaining these officers' messes. I think the
hon. Minister has been good enough to make
a tour of many cantonments and many
military establishments. So he must have seen
—as | myself have seen—that many of these
officers' messes are very good institutions and
it would be sheer vandalism to wind them up.
But at the same time, with this increased cost
of i ving and the low salaries that are paid to
these people, it has become impossible for
them, especially for the junior officers, to
subscribe for the maintenance of these
officers' messes. In fact the monthy bill comes
to Rs. 40 or Rs. 50. It is high as it has to be
paid even when an officer is living apart from
the mess with his family in his own quarters.
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Therefore, I would suggest to the Defence
Ministry that part of this expenditure should
be met by the Ministry itself, that is to say, the
expenditure on the maintenance of the mess
building, cutlery, crockery, linen, electricity
and water and the offices should be met by the
Ministry. Even if a part of the expenditure is
met, which it ought to do in the interests of the
efficiency of the Army in the officer cadre, a
great relief would be afforded to these
officers.

[ RATYA 1956-

The third point which I wish to bring to the
notice of the Defence Minister is this. I saw in
the papers that there was a committee of
Generals going about making enquiries as to
the scale of pay of the officers and the
expenditure that they have to incur. From
personal experience, I could tell you that the
scale of pay that is offered to the officer cadre
of the Army is very low as compared to the
scale of pay offered on the civil side where
there is no risk of life, where there is no
disturbance of the ,'amily life, where there is
no separation and where there are no difficul-
ties in regard to the education of one's
children. The Defence Minister is aware that
an officer may be transferred from Kashmir
right down to Trivandrum and his family and
children may have to be sent home thus
making him meet extra expenditure on the
maintenance of his family and children at one
establishment and his own establishment at
the transferred place. This is a very difficult
situation and I do not know whether the
Defence Minister or the Ministry is fully
aware of the financial circumstances of these
officers. Unfortunately the higher cadre, the
top level of the officer cadre, belongs to what
is called the King's Commissioned Officers
and these people enjoy a scale of pay much
higher than that of the Indian Commissioned
Officers. Therefore, those people do not feel
the pinch and it is not possible for them to
realise the difficulties that the Indian Com-
missioned Officers, especially of the junior
rank, who happen to be mar-
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ried and have children, are undergoing. This is
a matter which should be looked into very
carefully if the Defence Ministry desires that
the suitable type of young men should go into
the Army and it is highly desirable that such
young men should go in for the Army.
Therefore, 1 hope that the Defence Minister
will look into this problem and do his utmost.

I also endorse the recommendation made by
many hon. Members here that there should be
some increase in the overall expenditure on
defence especially when we know that there is
the Baghdad Pact comprising a whole series
of States right from Karachi to Constantinople
that are welded together and are being fully
armed and equipped. In such circumstances,
we should not expect that our sons should go
to war, if there is a war which God forbid,
with obsolete weapons, without proper
equipment and without proper training. It is
the paramount duty of a State, whatever be the
cost—even if we have to cut down
expenditure on other items, even expenditure
on development—to maintain a fully equipped
and trained army fit to meet all eventualities.
We will be striving for peace; we wish that
there should be peace and we have no
aggressive intentions but there is no reason
why we should not be fully prepared to defend
ourselves because weakness always excites
the lust of other powers and it was because we
were weak in the past that we were invaded by
a handful of Afghans and a handful of
Moghuls who ruled over us for hundreds of
years. I hope that this lesson has gone home,
especially in the Hindu mind, and that they
will never take risks with regard to defence
merely on account of monetary
considerations.

I now come to the question of the Posts and
Telegraphs Department. 1 also endorse the
opposition that has been voiced here in regard
to the increase in the rates for telegrams and
registration. The fact is that this Department is
not paying and is running at a loss mainly due
to the fact
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that too many post offices are being ' opened in
various parts of the country which are very
uneconomic merely to provide a certain number
of post offices. Whether there is need for it or
not, whether it will pay or not, a post office is
opened. I think that if they are very careful in
all these things and if they open post offices
only in such places where the need is there and
where these post offices are likely to pay, there
will be no loss and this sort of deficiency will
not arise. Of course, a post office may be
needed in a place where one man is living in a
jungle, but what you have to see is whether
there is sufficient number of people to take
advantage of the facilities, whether there is
sufficient custom forthcoming. This is the
paramount consideration because, if we go on
this assumption that the public utilities ought
not to pay and that we should provide railway
lines even for ten people and a post office even
for one ' man, you will soon cease to be solvent.
! We cannot go on like this. Therefore, ! I
submit that these rates should not be increased
at all.

I must here also ventilate my grievance
with regard to the telephones. Wherever there
is the dial system, it works well; where there
is no dial system, it is very difficult to get any
connection. The operator system is not good
at all. If you go to big cities like Lucknow,
Moradabad, etc., one has to wait for more
than half an hour before one could get the
desired number and it is time there was some
shaking up. Proper training should be given to
these operators. Thert is some sort of training
in Delhi. We see only in Delhi, what they call
"Good manners Week" but you do not see it
anywhere else in India. In fact, if you escape
insult apart from not getting the number, you
are lucky.

Lastly, I have to say something about
education. My hon. friend, Mr. Saksena, said
yesterday that the Ministries of Education and
Health should be abolished. 1 am sorry he
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made that remark. There is one lesson that we
learnt especially after the release of the Report
of the States Reorganisation Commission and
that is that—education, both secondary and
University including higher education, should
be completely centralised. If you allow this
freedom to the States and they go in for their
own languages even in regard to University
education, then very soon, our grand-children
will not be able to talk with each other,
understand each other. We are now able to
talk with each other and understand each other
because through the medium of English we
have learnt not only the lingua franca but a
certain way of life and a certain cultural
attitude so that we feel at home wherever we
may be in India, in Poona, in Bombay in
Calcutta or in Madras. If a boy from Madras
comes here, after learning everything in
Tamil, right from the primary to the
University stage, he will not be able to
understand a boy from Delhi. The same thing
will happen in the case of a boy from Bengal
who would have learnt everything in Bengali.
We do not know what education they will be
stuffing into the minds of these boys. Very
soon we will become strangers like the
Russians and the Germans or the Germans and
the French. Therefore, it is high time that
education, secondary and University, is
centralised and one particular type of educa-
tion is given, one particular type of mental
attitude cheated, one particular type of living
and one particular cultural attitude is taught
and at least one language taught compulsorily
throughout the length and breadth of the
country. If Hindi could take that place, it is
well and good but if our Southern brethren
about whom Mr. Dasappa is always very
anxious, about ten crores of them, have some
grave objection to it let it be English. Unity is
much more essentia] than mere quarrel about
language. Whatever it is, there should be one
lingua franca which should be made
compulsory in the secondary stage and in the
University stage. There is no use talking about
linguism if you want to avoidi India being
broken up into pieces.
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With regard to the health schemes, all that
we need is a co-ordinating agency to control
diseases that may "be moving about from
State to State. This does no more than that.

Lastly, Sir, I have to make one request with
regard to the State of Uttar Pradesh and I must
say it very Dbluntly. Nowadays, in
Parliamentary circles at least, it is said that
U.P. dominates. The result is that the
Ministers who come from U.P. and the
Members who come from U.P. get frightened
and they are unable to open their mouths in
the interests of their U.P. and all the money is
swept away into other States. Therefore it is
high time that we speak a little for U.P.—that
much maligned State. I am very glad to And
that a very big allotment has been made in the
next Five Year Plan for the heavy industries,
but with regard to U.P. there wae-not a single
heavy industry put in there in the First Five
Year Plan, nor is it proposed to be put in in the
Second Five Year Plan.

SHrt  P. S. RAJAGOPAL NAIDU
(Madras): You are already heavy.

SHRI J. S. BISHT: There is no .heavy
industry there. The only industry in Kanpur is
the textiles. Beyond that there is no heavy
industry. We are going to have three steel
plants, one at Rourkela in Orissa, Bhilai in
Madhya Pradesh and Durgapur in West
Bengal. We are 'having Bhakra-Nangal in
Punjab, 1,he D.V.C. in Bihar, the Hirakud in
*Orissa and the Tungabhadra in Madras and in
all these places big industries like the
construction of edams, the production of
electricity rand so on are going on.

SHRI H. C. DASAPPA: How many rcoal
and iron mines has U.P. got?

SHRI J. S. BISHT: Coal and steel are not
the only heavy industries. "There may be
other industries that
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you can put in thert, the manufacturing of
machines and other things. You have put in
that penicillin factory in Poona, coadh-
building in Perambur, the fertilizers in Sindri
and all sorts of things at other places. Let U.P.
also have something, say, coach-building or
something. I say this seriously that a big part
of the country with a population of 6 crores....

SHRI H. P. SAKSENA (Uttar Pradesh) : 1
extend no co-operation to my friend, Mr.
Bisht, in this begging business.

SuriJ. S. BISHT: A big part of the country
with a population of 6 crores deserves well
and you should seriously think with regard to
giving them a good heavy industry. Otherwise
there will be unemployment going on on a
very large scale there. They cannot live on
agriculture alone and the land that is available
there is very little. No amount of ceiling will
do. One Commissioner's Division, the
Gorakhpur Division, for example, has get a
population which is equal to the population of
the whole of Australia. Now the land available
to an average peasant there is 1J to 2 acres of
land. It is utterly impossible for him to live on
it unless you give him some industry.

Lastly, Sir, one appeal I shall make which |
have been always making and will go on
making, and that is that the Government of
India, in all its plans, has been neglecting the
Himalayan region. It is the region from
Kumaon to Kashmir inhabited by nearly seven
million people. The two million Akalis have
organised themselves in such a manner and
they are making such a noise in "all-India that
everybody has to listen to them, but to the
seven million people living in this Himalayan
region nobody listens. You don't provide them
with any railways; you dannot. You don't
provide them with air services because you
cannot. At least—I have been pleading for this
all these years—provide a  national
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highway connecting Kumaon up to Kashmir
along the hill line, and that is the only way by
which you can open communications there
and thus, to some extent, you can relieve the
poverty that is there, the poverty that you see
in Maharashtra, you see on a greater scale ' in
this region, namely, in the Kumaon Hills and
the Kashmir Valley. Of course in the Kashmir
Valley the Kashmir Government is doing
something and that for strategic and military
reasons, but the other region is completely
neglected. Therefore I would again strongly
plead that a national highway should be
seriously  considered and should be
implemented in the Second Five Year Plan.

I am very thankful to you, Sir,, for the time
you gave me.

Dr.R. P. DUBE: Mr. Vice-Chairman, I join
all those Members who have congratulated the
Finanoe Minister for bringing out this very
good and kind Budget. I say 'kind' because
people were expecting some drastic taxations,
but fortunately for, them, the financiers and
the capitalists, well, they have not been rudely
shaken and have not been heavily taxed and
he rightly deserves their congratulations also.
I am perfectly certain that if the taxing
authorities are a little more vigilant, careful
and honest, we will find that a good amount*
of revenue will be collected. I am not very
fond of dabbling in these budget figures,
because I am not habituated to it. So I will
leave it to other people and as so many hon.
Members have already spoken on the various
figures of the Budget and other aspects of the
Finance Bill, I will confine meyself to certain
Ministries and give a few comments and
suggestions on them.

The first and the foremost Ministry that I
want to talk about is Education and I think I
can link Education and Health together. These
are the two Ministries that have a shortfall.
If

11 R.S.D.—6.
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you look at pages 16 and 17 of the
Memorandum which has been given to us,
you will find that there is  a shortfall in both
these, and these two Ministries are really very
important Ministries and I cannot
understand how there has been a short-fall. It is

because, I personally feel, these
Ministries are only advisory in
character; both these subjects are

transferred subjects and the  States have full
autonomy over them. I have said many a time
here,  during the Question Hours, that these
Ministries should take a little more
power. Unless they do that, I do not think
they can ask the States to follow their
advice or their recommendations. Ina
country like India, where you want to have a
welfare  and socialist State, education and
health are two very important subjects and
unless they are properly administered and
unless there is all round one plan and
policy, I personally  think that nothing much
can be achieved. You may go on doing all
sorts  of developments in the country, but
if the people are illiterate and the diseases are
rampant, [ personally do not think that
much good can be done. I therefore suggest
to our trusted leaders, who are in  charge
of these Ministries, to try to do something, try
to amend the Constitution, and I am perfectly
sure  that the Parliament here will help
them, so that these two Ministries could
be strengthened in their dealing  with the
States and because the States are not following
their advice, I think they should be made to
do so in these two matters. That is my view. I
do not know, may be that other hon.
Members differ from me and certain States
may differ from my view, but I personally feel
that, for the welfare of the country, if you
want proper and good development of this
country, these two Ministries must have a
little more power and this, I think, can be
done only by amending the Constitution.

Now I think I can talk a little on Defence.
This is another Ministry
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which has had a shortfall, and why? It is
because they could not get the supplies;
the orders which they placed could not be
executed and the stores supplied. But,
may I ask the Defence Minister why he is
so fond of ordering only from two
countries, the U.K. and the U.S.A.? There
are other avenues; there are other coun-
tries. Why not tap other avenues from
where they can get their armaments and
other supplies, because, as far as I can
see, U.K. and U.S.A. supplies first go for
their home consumption and then they
have got a pact to supply to our great
neighbour. After that they supply to some
other countries of their fold, and if they
have any more surplus, then only they
turn to India. Why ' ' should we depend
on only these two countries? Let us get
our stores from whichever place we can
because we want that our defence should
be properly looked after. It is perfectly
true, as one hon. Member said, that we
are wedded to non-violence but we still
want to exist and we do want to exist
well. So far our defence, for our very
existence, for carrying out the
development plans that we are having to
increase the wealth of this country, and
for this country to have its proper place in
the comity of nations, I personally think
that it is very essential that we should
have proper armament and enough
armament for our defence. We do not
want to fight with people; but we want
that other people should not come and
invade us.

[ RAJYA

In the papers I read—I hope that it is
not correct—that the Government of
India was thinking of buying an aircraft
carrier for Rs. 30 crores That may be
wrong but that was what I read in the
papers. If it is correct I personally
think—I may be wrong—that there is no
need for that at present. We have not big
oceangoing vessels or etonvoys for which
aircraft carriers are necessary. I think
that amount could be better
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utilised for having more factories for
explosives, aircraft and tanks. In fact we
will have to have all these things
produced in our country as early as
possible so that we become quite
independent. It is just possible—God
forbid such a thing—that a war may
break out and if it should happen we are
blocked. We cannot get anything. So it is
high time that we had these factories
installed in our own country and started
making our own tanks, aircraft and
explosives. 1 think that the Defence
Ministry and our Defence Minister, who
is much better experienced than I am, will
look into this.

Now, we have got something under
Defence which is civil, and that is
cantonment. I want to say something
about these cantonments. They are 56 in
number in our country and they are all
very sadly neglected. They are Centrally
administered and the States say that
because they are Centrally administered,
they cannot look after the cantonments.
They are still being ruled by the
ordinances passed by the Governor-
General in 1836. We find that they are
treated as untouchables. The British
Government treated us as untouchables
anJ the same practice still continues. I
personally think that something must be
done as regards these cantonments. In the
year 1952 an amending Bill was brought
in Parliament. It was purely an eye-wash
and it was very severely criticised in the
other House where Shri Majithia-ji
promised that a comprehensive Bill
would soon be before the House. It is

1 now nearly four years and after some

time—about ten months—the life of this
Parliament will be over and that

. Bill has not yet seen the light of the day.

Sir, there are other things that can be
done without the help of the Legislature
and that is about the land policy in the
cantonments. Shri Mahavir Tyagi,
Minister for Defence Organisation, had
called a conference in March 1953. His
idea was to democratise the cantonments.
Some discussions went on and some
relief was
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given to the civil area. But they were just mere
crumbs. It was only a flea-bite, if I may use
that word about that relief that was given to
the residents of the cantonments as far as the
administration of those area'; was concerned.
Later on when some hon. Members
approached Tyagiji, h" formulated a scheme
of land policy It was purely an administrative
policy—a policy that had really been
formulated by the British Government in
1936, when the Civil Area Committees or the
Bazar Committees were formed. The
Chairman of Civil Area Committee used to be
and still is the vice-President of the Canton-
ment Board. Since the Executive Officers
were British people, they did not want to serve
under the Chairman of the Bazar Committee
and they started another department separately
called the Military State Department which
was formerly being looked after by the
Executive Officers, and all the lands—A-I, A-
2, B-3 and B-4 lands—were taken over by
them. Now, anybody who has seen a
cantonment will And that there is a small
bungalow around which there are a few acres
of land, all vacant. There is so much of land
with them. A-1 land is the land where military
barracks for officers and other things are there.
A-2 land is the land that has been kept for
future use of the military. B-3 land is the
bungalow area and B-4 land is the land where
there is agriculture. Now, I cannot understand
why the Government want to keep so much
land with them—Iland which will never be
used by the military. Now a scheme was
formulated and approved by the M.D.O., the
Military State Officer, the Defence and by the
Finance and I thought that that scheme would
be implemented soon. But now it is 18 months
since that scheme was formulated, and I do not
know what actually is happening. I had a talk
with the Defence Minister who very kindly
said that he would implement the scheme very
soon but again six or eight months have
passed since that assurance was given to me. |
would therefore earnestly request
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the Defence Minister to kindly see— I know
he is a very kind and religious person—that it
is implemented. He will receive the blessings
of the cantonment residents if he implements
this land administration scheme which, does
not require any legislative support. It is purely
an administrative scheme. I will now join with
those hon. Members who have talked about
the increase in the registration fee on postal
articles. I think the Postal Department is a
utility department. And even if the
Government spends a little more money or if
there is a short-fall or small deficit in it, well
the Government should not mind it. The regis-
tration fee used to be 2 annas, it was raised to
4 annas, and then it went up to 6 annas, and
now it has gone up to 8 annas. I think 8 annas
for registration is very hard on the middle
class and poor people who really send these
registered letters. It is perfectly all right for
Government servants in Government business
because they put service stamp and they do
not feel it, but any ordinary man, a middle
class man feels it. If he wants to send a
registered letter, he has to pay 8 annas
registration fee and 2 annas for the letter. That
means 10 annas. I think our Finance Minister
who has been so kind in drawing up this
Budget, such a nice Budget, will see that this
two annas increase in the registration fee is at
least reduced. Thank you very much, Sir.

SHRI RAJENDRA PRATAP
SINHA: Mr. Vice-Chairman, this is our first
Budget for the Second Plan period, and we
expected that our Finance Minister would not
be timid, but would be bold to bring forward
and present to this House bolder taxation
proposals. The country was prepared for
bigger taxation measures. But I am sorry that
the glimpse that has been giv"en to us of the
socialist society, through this Budget, is not
very encouraging. At high levels, in the
Planning Commission and other official
places, various proposals were discussed
like the
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the wealth tax, ceiling on income, and all
these discussions led us to believe that we
shall be having a more Socialist Budget than
what has been presented by the Finance
Minister. I am told that it has now been
practically decided— and it is good that it has
been decided—that we are going to have a
ceiling on land in the rural areas. Now, I think
that we cannot have a deiling in one sector of
the economy and not have a ceiling in the
other sector. I am sure the pressure that will be
generated from the rural side of the economy
will not permit you to overlook the fixation of
ceiling in the capitalist sector. I would there-
fore, urge upon the Finance Minister that he
should consider the two economies at the
same level. And when we are thinking of a
ceiling on land in the agriculture section of the
society, we should also have a ceiling in the
other forms of income and wealth.

Now, Sir, I find that we are going to have a
very big dose of deficit financing in this
budget year. I find that the Finance Minister
proposes to have deficit financing to the tune
of Rs. 390 crores, as against Rs. 240 crores he
had last year, that is, 1955-56. You will find
that the Draft Plan has made a provision for
deficit financing to the extent of Rs. 1200
crores, that is to say, an annual deficit
financing of Rs. 240 crores. As against that the
Finance Minister has thought it fit to have
deficit financing, in the first year, of Rs. 390
crores. You will also find that it is expected
that additional taxation will be raised during
the course of the next five year period and the
Centre is expected to raise about Rs. 225
crores in five years by way of additional
taxation which works out that the additional
taxation annually will be of the order of Rs. 45
crores. As against this we are going to have an
additional taxation of Rs. 34-15 crores. Now,
you will find that we will be having a greater
dose of deficit financing as  proposed in
the Plan
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and "lesser degree of additional taxation as
envisaged in the Draft Plan. It may be quite
correct for the Finance Minister to have taken
this approach, because I find that we can only
develop our economy if we resort to deficit
financing. I have found that in other countries
also the economy has been developed by such
measures. And with the rising economy he
will be in a better position to gather more
taxes. So, probably it is in the mind of the
Finance Minister to first pump in more money
to develop the economy and then to increase
more progressively, probably steeply, the
additional taxation measures. I would like to
have an inkling of the mind of the Finance
Minister as to whether that is what he thinks to
do. This is what I presume from his budget
speech, that he would like to start with a
higher dose of deficit financing, whidh prob-
ably he will go on decreasing in the later
years—and probably in the later periods of the
plan you will have more and more taxation.
The Draft Plan has also pointed out the
dangers that are involved in a high rate of
deficit financing. It says that up to a point it is
safe, even necessary, but beyond a point
deficit financing is inflationary. Now, we
would like to know what is this critical point?
Up to which point you can go on safely
resorting to deficit financing and beyond that
it may not be safe to do so, which will involve
greater risks? I am sure the Finance Minister
will say that there are various factors, various
indicators which we have to keep an eye on.

Sir, so far as the Finance Minister is
doncerned, I am convinced that he is a very
astute economist, rich in experience and
practical wisdom. The proof of the pudding is
in eating it. He has managed our economy so
well during the past five years that it gives me
every hope that he will manage the deficit
finance in the coming years as well, with
equal efficiency and with greater experience.
But if our minds are exercised over this point,
there is nothing
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wrong in it. We would like to know from
the Finance Minister what are the factors
that he has in view by which he thinks or
concludes that the deficit finance of this
year ‘o the extent of Rs. 390 crores will
not involve any risk. We would like to
know his reasons and arguments on this
score that we will be going in for a safe
economy in this matter.

Now, you will find that last year, we
had a deficit finance of Rs. 240 crores
and there was a rise of 10 per eent. in
prices since June last. You will also see
that money supply has also risen from
Rs. 1,988 crores in June 1954 to Rs.
2,115 crores in January 1956. The other
day, Pandit Kunzru quoted an article
from the Reserve Bank of India bulletin
which analyses the situation and which
has iaid that this rise in prices may be
partially due to the inflationary pressure.
All that we want to ensure is that this
inflationary pressure would not work in
such a manner that it may bring misery to
us. I concede that rising prices are a
necessity for any developing economy.
As a matter of fact, we desire a rise in
prices when the prices of agricultural
commodities fell rather steeply and we
have found that the economy can be
stabilised only when there is a rise in the
prices of agricultural commodities. But,
as I said, I would like to know how the
Finance Minister has come to the
conclusion that there will not be an
inflationary pressure with a deficit
finance of Rs. 390 crores this year,
because, I find that there is a steep rise of
Rs. 150 crores as compared to last year in
deficit financing.

Various questions also rise in this
respect, as to what are the assumptions of
the Finance Minister. What shall we have
by way of gap in our foreign trade in the
ensuing year? I find that the financial
journal "the Eastern Economist" has
calculated that, if there is going to be an
adverse balance of trade of Rs. 150.
crores, then the net effect of deficit
Inancing in the year 1956-57 will be the
same as it was in the year 1955-56.
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I also find that they have got an equation.
It is a technical equation to me, but it is
an economic equation, and the
conclusions which they have drawn from
that economic equation are these: —

"The equation in fact suggests that
for every 10 per cent, rise in money
supply, when production is constant
there would be a 7 per cent, rise in
wholesale prices. Again it would
suggest that for every 10 per c<ent.
increase in real output, money supply
being constant, there would be a three
per cent, fall in wholesale prices. In
other words, the Indian economy is
highly sensitive to money supply
additions and not so sensitive to real
output additions."

They have come to the conclusion that
in deficit financing, more than Rs. 240
crores will have a very great amount of
inflationary pressure. That is how they
conclude. The article says: "In effect any
deficit financing in excess of Rs. 240
crores is likely to be inflationary."

Now, the Finance Minister is going to
resort to a deficit financing of Rs. 390
crores. We would like to know what are
his reactions to the conclusions of this
financial journal and his expectations of
the real output.

Here again, what I feel is this. A large
portion of our output cannot be
accurately judged because agricultural
production, to a large extent, depends
upon monsoon. Now, the Finance
Minister can come if he has the figures
and tell us that the rate of progress will
be maintained in regard to agricultural
production in spite of the monsoon
because the multi-purpose river valley
projects, other irrigation projects and the
"Grow More Food" campaign have given
us definite results by which there can be
no setback in our agricultural production
Then it will be a hearty thing to us that in
spite of the monsoon failing in the
Budget year, we shall not have any
undue rise in prices.
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[Shri Rajendra Pratap Sinha.] The other
point that I would like to know from the
Finance Minister is this. As a result of
these developmental plans and other
factors, what percentage of the non-
monetised section of the economy has
come under the monetised sector, with
the opening of rural areas and with
more production of  agricultural
commodities? I am sure that the
agricultural surpluses will find "their
way into the market. =~ What are his
estimates? Now, if there is going to be
an appreciable decrease in the non-
monetised sections of the economy,
the inflationary pressure will not be felt
so much. These are the points that I

would like to know from the hon.
Finance Minister.
Another point is that the Finance

Minister has provided about Rs. 100
crores to be raised as public loans.
Now the total provision in the plan period
is to raise about Rs. 700 crores from
public loans. Now, we have also got
to pay back large sums of money which
will fall due for payment during the next
four years. I anticipate that during the
next four years, we shall have to raise
much more than what we expect to raise
by this Budget. Suppose  that
another Rs. 50 crores will be raised by
the States and so Rs. 150 crores by way
of public loan would be raised in the
Budget year. 1 find that in 1954-55, we
have  raised Rs. 112-3 crores. As
against this, we have now put Rs.
150 crores, probably Rs. 100 crores
for yourselves and Rs. 50 crores for
others. I find that there is good room for
getting more money by way of public
loans when you are increasing the size
of your deficit financing by so much.
Now, the question was raised by my hon.
friend over there, Mr. Doshi, as to
how the private sector will be able to get
the resources which are now being asked
from it. I thought that in order to justify
his fears, he would give some figures
to support his stand. I think the best
way is to judge the performance of the
private

[ RAJYA SABHA ]
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sector in the First Five Year Plan. I have
been trying to find out as to how the
private sector has behaved in the First
Plan. The only figure that I could get in
the Second Draft Plan is this. It is at page
110.  Out of a total allotment of Rs. 383
crores which was expected of the
private sector, they have been able to
putin Rs. 340 crores. Thus I find that
they have have been able to a very large
extent to fulfil their part of the commitment.
I also find that the index of
production has been going up. In
1951 it was 117-2. In November
last year it was 165. These figures I
have taken from the budget papers.
Their  production also has gone up.
They have insome cases surpassed
the targets fixed for them. The
increase in their profits—taking 1946 as
the base year at 100—in 1951 their profit
was 135. In 1952, with the recession
in prices, it went down to 83. In 1953 it

was 112. In 1954 it was 114 provisional.
I guess there have been much better
profits in 1955, and the index will not
be less than 115. Now, with this
rise in profits and with the rise in

production, I do not see why he is afraid
that the private sector will not able to raise
Rs. 520 drores, which itis asked to
raise. Now, in the Draft Plan you will
find that Rs. 300 crores is to be
raised through industries; Rs. 80
crores by way  of new capital.  If they
cannot find this 80 crores as against
about Rs. 500 crores small savings and
Rs. 1,000 crores  public loan in the
public sector, it will show that they are
incapable of raising any money.  And
then, Rs. 80 crores is the Managing
Agents' share, and Rs. 60 crores is to be the
contribution to the private sector through

the Finance Corporations and other
Government institutions by way of
advances. So, I have no doubt that the

private sector will be able to get the
resources that it has been asked to obtain
at the taxation level that is proposed by the
Finance Minister.

Regarding the other taxation measures, |
would like to take some
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other opportunity to speak, but be-

fore I sit down, on one or two points I would
like clarification from the Finance Minister.
Various considerations are taken into account
in making grants to the States. One of the
standards accepted is the matching grant, i.e.,
50 per cent, will be contributed by the States
and 50 per cent, will be given by the Centre.
The rich States cbn raise this 50 per cent, and
then they will get the contribution of the
Centre also. This is rather invidious, because
it is the poor and backward States which need
more attention in the field of education and so
on. If they cannot raise 50 per cent., they
cannot get anything from the Centre. So, some
other criterion should be followed, so that the
richer States may not become richer and the
poorer States still poorer.

The other point is this: The original plans as
submitted by the States to the Planning
Commission were to cost Rs. 5,741 crores.
Now, the Planning Commission has decreased
this, but I find that even with this revised
allotment, there has not been any decrease in
the targets. Anyway, the reduction in the
targets is not at all commensurate with the
reduction in allotment.

[MR. DEPUTY CHAIRMAN in the Chair.]

How is it that four-fifths of the original targets
could be fulfilled with about half of the
original allotment? I would like the Finance
Minister to say a few words on this point.

THE MINISTER FOR FINANCE (SHRrI C. D.
DESHMUKH): There are no targets connected
with the figure of Rs. 5,000 odd crores. They
simply sent up their proposals. They did not
connect them to any targets.

SHRI RAJENDRA PRATAP SINHA: Is that
s0?

Then, there is one other point. The Karve
Committee recommended that Rs. 260 crores
should be made available for village and
small-scale
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industries. Now, this has been reduced to Rs.
200 crores. We all know that this is the sector
which will provide maximum employment in
the country. Instead of making a cut in this,
the cut could have been applied in the case of
the bigger industries, in the interest of more
employment.

Thank you, Sir.

Dr. RADHA KUMUD MOOKER-JEE
(Nominated): Sir, it is not expected that
constructive suggestions

j can be made from outside for any alterations in
the budget proposals or changes in
appropriations which may affect the
equilibrium, the equipoise and the balance of
that highly delicate, technical and difficult
under-

i taking, the preparation of the Budget for a vast
country like India which will ¢ meet the
expanding requirements of its people, out of
its disproportionately inadequate resources.
India's Budgets, repeated year after year, only
present the sorry spectacle of her continued
poverty which has attracted international
attention. Recently a mission of the Interna-
tional Monetary Fund which investigated the
economic conditions of India in its different
parts, reported to the Government -of India in
the following words:

"The standard of living of the people of
India is among the lowest in the world. The
standard of living of the lower income
groups leaves almost no margin for
reducing their donsumption  without
impairing their health and efficiency. The
people are incapable in this poverty of
making the effort necessary to carry out the
Plan. A further reduction in the
consumption of the lower income groups
for the purpose of providing resources for
the Plan will not make for its success.
Investment in the health, strength and will
of the people is as important for the
economic progress of India as investment
in plant and equipment."
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[RAJYA

Now, Sir, I wish only to briefly refer to certain
facts about the important necessaries of life.
How do the people stand with reference to
food and clothing? So far as statistics of food
consumption are available, 1 speak from
figures for 1953, I find that in point of calories
whereas the U.S.A. average diet of an indivi-
dual in terms of calories amounts to 3,088,
and U.K. 3,058, India can show only 1,683
calories and although the Finance Minister is
taking credit for the fact that the food situation
has improved, I am afraid that probably he has
to go deeper into the matter to understand how
it is so. From the strictly scientific point of
view of the nutrition that is required for the
physique of the people,- I find that India is
sadly lacking in those articles of food which
will make for health. India shows an over-
abundance of the production of cereals also
pulses but India is sadly lacking in the
protective foods which are worth having and
therefore the Second Draft Plan rightly insists
that in the field of food production, more
attention should be given to the production of
protective foods. Now in point of cereals,
whereas U.S.A. gets in terms of calories only
23 per cent, of the calories required, India gets
68 per cent. That is to say, India is getting the
food that leads to such diseases as diabetes,
blood pressure or heart disease. Similarly in
regard to pulses, U.K. gets 1*7 per cent., but
India gets 12 per cent. As regards milk, India
is the poorest. U.S.A. gets 13 per cent., U.K.
11 per cent, and India 6 per cent. Now in point
of clothing, I do not know what the average
consumption of cloth falls to an Indian now. I
believe it is not over 15 yards per annum. So
this is the situation. Now, how are we to apply
the remedy to such a desperate situation? The
whole economic system must rest upon two
factors—the growth of our national income
and the growth of the proportion of saving to
income. So far as that matter

SABHA ] General Discussion 1984

find that there is a
optimistic  calcula
Minister says in
budget  speech
increase  in
which s
of about 7

is concerned, I
tendency  towards
tions. The Finance
page 3  of  his
that he assumes an
the rate of investment,
taken at the present level
per cent, of the national income, to
something like 12 per cent. Now as
regards the national income itself, 1
find that the figure is somewhat mis
leading. Now the national income,
I find, for 1950-51 amounts to 91
abjas which rose to 103 abjas in
two  years—showing  therefore ¢ an
annual increase roughly of 2i per
cent. Now between 1950 and 1954
the net national output increased by
12 to 13 per cent, but rate of capital
formation was only 62 to 68 per
cent. The per capita net output
increased by about 2 per cent, per
year—equal to 8 per cent, in four
years, according to the statement of
the Minister of Planning Shri G. L.
Nanda but against that, the Finance
Minister assumes that there will be
12 per cent, increase instead of 8 per
cent. Now we may also note in this
connection that.................

SHrRI C. D. DESHMUKH: 12 per cent, at
the end of the next Five Year Plan.

DRrR. RADHA KUMUD MOOKERJEE: But
in the last four years, as Mr. Nanda states, the
per capita net output increased by about 2 per
cent, per year and therefore I say that we
should really make our calculations on a
modest basis. Now in that connection I would
like to say that some of the countries of Wes-
tern Europe don't show more increase. For
instance Germany shows an increase of 278
per cent. Canada 26 and Australia 25 per cent.
So what I mean to say is this that I am not
sure whether we would be justified in
assuming what counts most viz., the ratio or
proportion of saving to income. Now as a fact
it is 7 per cent, but whether it can be taken as
double the figures, that remains to be seen but
the conditions don't appear to be very
favourable. Certainly we must apply
ourselves
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to the actual remedy that is required and we
must try to raise the level of saving in
proportion to the national income but. in this
connection I would like to place as a humble
student of economics, certain suggestions
which are inspired by the ways and means by
which West Germany was able to achieve its
economic! recovery in quite a record time i.e.,
as soon as possible. Now in this connection I
should like to say that Germany has been able
to achieve her economic recovery in quite a
different method. In the first phase of her
great struggle after the national disaster,
German economic recovery was effected by
making tax reductions, reductions of both
direct taxation and indirect taxation thus
giving encouragement to formation of new
capital in the shape of undistributed profits
and new investments by extending tax
exemptions for replacements. So in that way,
by lightening the burden of the cost of living,
Germany was able to produce in the country
sufficiently large capital which was ready for
investment for achieving the economic
welfare of that country.

AN. HON. MEMBER: That means in the
private sector.

Dr. RADHA KUMUD MOOKER-JEE:
There is no "private" and "public" there. The
whole country was girding up its loins in
order to bend all its efforts towards economic
recovery. As the hon. Member knows,
Germany suffered most in the last war, being
completely shattered by Anglo-American
bombing. Therefore the recovery of West
Germany was something very difficult of
achievement.

The next phase was to raise consumer taxes
and reduce non-taxable allowance for
reinvestment. This is the usual method. If you
really limit consumption you thereby create
enough for the growth of saving and capital.
But about the first phase, |
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would like the Finance Minister to kindly
consider whether that kind of economic
planning might not be resorted to to some
extent in India. We may explore the
possibilities of the effects of reduction of
taxation upon national savings. After all, the
whole pivot of the economic edifice rests
upon this proportion of saving to income.

"Reductions in taxes led to increase and
improvement of wages * and consumption,
and generally to economic activity with
increase of net incomes as a result of tax re-
duction."

SHRI C. D. DESHMUKH: This was in
1936?

Dr. RADHA KUMUD MOOKER-JEE:
No, in 1953. I am quoting from the book
called "Germany Reports", pages 163 and
164. And I may also quote from the Report of
the Bank Deutcher Lander, 1953, page 5. Of
course, this is the first phase. And as I said,
the second phase is the usual phase, that is to
say, make judicious increases in taxation. The
main point was that the scope for saving of
the individual consumer would be given
proper encouragement.

And to quote again from an international
document.

"In spite of this minimum per capita
national income India's tax rates are among
the highest in the world."

I myself was not prepared for this kind of a
sweeping statement, that India's tax rates are
among the highest in the world. Now, the
result will be that since there is shortage of
food and clothing and since the common man
is both under-clothed and under-fed, any
savings that may be effected by all these
means will be first absorbed in raising the
consumption of food. According to the
calculations of Prof. P. C. Mahalano-bis, with
regard to the Second Five
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[Dr. Radha Kumud Mookerjee.] Year Plan,
the monthly expenditure on consumer goods
amounted to Rs. 22 per head in India. And
two-thirds of this income will have to be spent
on food, according to his calculations. Also he
says that the rate of national income's increase
during these years is only about 3 per cent,
and the ratio of savings to income is only 7
per cent.

[ RAJYi 1956-

The main points that I have been trying to
emphasise are these, that we must attend to
the primary factors of economic welfare, that
is to say, we must have higher rate of saving
for the people and we must also have a higher
proportion of savings to income.

Another point to be noticed in these
Budgets that are being presented year after
year is that revenue has not really expanded,
especially in regard to the main sources like
customs excise and income-tax. This you can
verify easily by studying the various figures
for the different years.

As regards the appropriations, I think that
the military budget should have been probably
a little more expanded, in view of the military
environments that sorround India, as a result
of the American military aid to Pakistan. I
believe the first symptoms of that we are
seeing in the border raids which are being
attempted as a sort of experiment by the
Pakistan people in the use of the new military
equipment which has been supplied to them
by the U.S.A. If this is really a symptom of
the new military situation that has developed
in Pakistan, I should think that India's military
budget should not have remained stationary as
it is now.

As regards the appropriations for -the
Navy, I find that the same neglect is visible. 1
am very glad to see' here the hon. Minister
for Defence.

SABHA ] General Discussion 1988

When I put him some time ago a
question about an aircraft carrier, he
roundly asked me: "What is the use
of an aircraft carrier?" [ believe he

has now changed his mind

DRr. RAGHUBIR SINH (Madhya Pradesh):
Are you sure about it?

Dr. RADHA KUMUD MOOKERIJEE:
Yes, on account of the great inspections that
were carried out by the Prime Minister; for he
must have some business in his mind before
agreeing to the inspections.

PANDIT S. S. N. TANKHA (Uttar Pradesh):
The Defence Minister also accompanied the
Prime Minister.

DrR. RADHA KUMUD MOOKERJEE: So
far as the naval equipment of this country is
concerned, it is very very miserable. I find
that whereas we have one cruiser Pakistan has
probably none and that is the only one point
where we score.

PaNDIT S. S. N. TANKHA: They have
recently purchased a cruiser and four
destroyers.

DrR. RADHA KUMUD MOOKERIEE: I
was giving the statistics I had. Then we have
3 destroyers and Pakistan has three. So here
we are equated. And three destroyers we nave
got on loan. We have five frigates and
Pakistan has four. We have six mine sweepers
and Pakistan has four.

Dr. RAGHUBIR SINH: What about the
coast line?

DrR. RADHA KUMUD MOOKERIJEE: I
am not explaining the manoeuvres of these
vessels. I am only trying to find out the extent
of our naval equipment. As regards an aircraft
carrier, the naval authorities must know that it
can carry 40 to 100 aircraft and therefore such
a ship is practically a mobile airfield. And
what is most important is that supposing we
agree now to go in for an
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aircraft carrier, still it will require some five
years for training the necessary technical
personnel who may be able to make full use
of this great engine of warfare.

Now for some other and minor details. I
find that the Education Budget has been dealt
with by many hon. Members and 1 do not
want to repeat their remarks. I find that the
appropriations for Education are not very
generous and in that connection I would like
to say that even in the United Kingdom in
their recent Budget, the educational
appropriation has amounted to Rs. 340
crores and as against our Central appro-
priation of Rs. 20 crores together with the
different  States  appropriations  the
educational appropriations may probably
total, say Rs. 100 crores. But consider the
size of the two countries.

4 P.M.

in fact, real educational reform cannot be
undertaken except on the basis of necessary
finances.

Now, if you examine this Budget from the
point of view of incentives to saving and
incentives to the formation of capital—in this
matter, of course, I am a layman—I do not
know whether the new proposals of taxation
in regard to corporations will quite act as an
incentive or as a disincentive to the
formation of capital. It seems that there is in-
crease in the tax on registered firms; there is
considerable discouragement to distribution
of dividends and there is a tax on bonus
shares and I have calculated that between
these three proposed increases in taxation,
the average inducement to investment will be
decreased by a fourth and the proposal
amounts to something like a double taxation.
Therefore, I think that the incentives to
saving have not been properly strengthened
in this Budget. Of course, I am not in a
position to suggest any kind of constructive
ways and means by which this situation
could be remedied but I
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just want the Finance Minister to
kindly bestow some attention upon this
view on the Budget, namely, to what
extent it acts as an incentive to saving
as a source of the capital of the country.

I do not think I need prolong my
remarks. I do not like to tread on the
ground already covered in the speeches
of my predecessors.
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Mgr. DEPUTY CHAIRMAN:
time. You have taken more
half an hour.

Smrr JASPAT ROY KAPOOR: I
am just closing, Sir.

ar FEhT g9 & avaT § OF a0
¥ g @ fAwd—amar a1
A fax o mfaw 3 aeT
w21 & w7 & 3gr #1aer w5, afaw
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q@&Td 7 g 9C dY #IT I 99 gr
a5 &\ AT & AT B9 AT wreAr
g f& faar sas # @fer g2rd g
& o o7 & 7 o g awt A% A4y
i Aifag | @t F91 T &F faveg
wix F AR W Wi  faear
faer w7 73 ® & fF wwe
w3 g% afae w7 A, 72t afaw
q@rd A7 g, Frer fr §, 3T w1 gAT
arq faw s & | 79 & gAY qET
A Emd o @ ST, W T
I g3 K1 A7 Iwla grEiT W ww
FT 7 FETHTAT FIA BT AT TG AT |
Mr. DEPUTY CHAIRMAN: You
reserve all these observations when

the States Reorganisation Bill comes
up.

Sart  JASPAT ROY KAPOOR:

It is
than

That will be too late, Sir. Then
everything will be an accomplished
fact.
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Sammr J. V. K. VALLABHARAO
(Andhra): Mr. Deputy Chairman,
after a spell-bound speech by my
friend and after so many bougquets
that are offered by my friends on the
other gide, I am wondering whether
they are facing the realities or not,
Because after the budget announce-
ments almost all the economic papers
in the country have come out with
praise for the Finance Minis'er, not
because he has given any relief to the
common man, but because he has not
taken up cudgels enough against that
class, which they have been threaten-
ing all these years, I mean the
richest class where there is a concen-
tration of wealth. Well, many of my
friends on the other side have spoken
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about the increase in national income. I
do not deny that. I only want more
increase. But where I differ respectfully
is (hat a Welfare State is measured not
merely by the increase in wealth, but also
by its proper distribution. But when I see
the facts I am rather pained to find that
after so much talk of a socialist pattern,
the main lever of socialism, that is the
working class, is forgotten. When 1 see,
on the one side, the production figures of
these four years, the mounting profits of
these four years and when I see, on the
other side, the wages of the workers, the
emoluments that they receive and the so
called benefits that are showered upon
them after taking some payment from
them, I find there is a wide gap. And if
this is the kind of 'socialism' that is going
to be offered, I want my friends to think
again, whether their objectives are
fulfilled in this.

Well, the other day I saw the budget
number of one of the leading bourgeois
economic  journals, the "Eastern
Economist", with the heading "Dr. Jekyll
and Mr. Hyde". Tt was accusing the
Finance Minister that he was playing the
dual role. In part it is right, because the
Hyde part he is playing is I think in rela-
tion to the working class. With this I
would like to examine the budget
proposals because when my friend the
other day gave certain figures there was
an uproar from a certain section of the
House that it was misrepresentation or
misquotation. I would like my friends to
bear with me when I point out their
production figures and those that are
given by so many capitalists today that
have got a relation to the productivity of
the working class. And when I see' the
production figures, it is 43 per cent,
higher than what it was in 1950. The
profit figures also, when compared with
the wage bills, are far more. But when we
see the wage increase it is only 15 per
cent. I want to know why they did not
come out with a labour policy,
straightway

[ 7 MARCH 195«
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declaring a 25 per cent. wage increase
when they know that wage increase is
related to productivity. When we were
expecting all these things and some kind
of relief to the common man, here comes
straight the indirect taxation. However
much my friends may say that it hits the
capitalist class, it falls straight on the
consumers, namely, the common man.
They say that taxation on the cloth is
only on fine and superfine cloth, but I do
not know where they will draw the line,
because every cloth that the common
man buys today is termed as "fine". If we
go to the market, we see the prices there
have risen up. Then there is tax on edible
oils, what are called 'non-essential' oils
are taxed. Again the common man is
cheated in the name of taxation. If you
add up all these things, the burden is
more and more on the common man.

Sir, I do not want to just criticise
because I know my friends will think that
we are against certain taxation. I do not.
object to the indirect taxation as such. I
do not say that deficit budgeting is not
necessary. I do admit that it is necessary
in a country where there is under-
developed economy. Also I do admit that
it is necessary that we should resort to
some sort of indirect taxation. But it has
also to be seriously considered on whom
the burden of taxes falls. Then, there are
other proposals which many of my
friends on this side as well as on the
other side have approved. We welcome
the new features in the Budget, namely,
the tax on bonus shares—of course, we
on this side from the beginning were
raising a protest even at the time the
Companies Bill was being considered
here, when the reserves were allowed to
be frittered away in the form of bonus
shares—the tax on dividends, and the
withdrawal of the rebate of one anna in
the rupee on undistributed profits. Well,
Sir, when we demanded the total prohi-
bition of bonus shares, some of my
friends on the other side said thai
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[Shri J. V. K. Vallabharao.] the bonus
shares were sacrosanct. They argued that
these reserves, which have been
distributed in the form of bonus shares,
are there and they are sent back as capital
into the industry.

[ RAJYA

I fail to understand this. I have studied
the balance sheets of certain mills and I
have closely followed some of the mills
to find out whether, up to the time of
distribution of bonus shares, there has
been any increase in employment or
expansion of the industry. I found later
on that the distributed bonus shares were
not ploughed back as capital, but
remained only as book transactions. It is
a kind of magic. Well, I take a particular
mill where they distributed bonus shares
to the extent of Rs. 24 lakhs from the
reserves. | found that after their
distribution retrenchment was resorted to
though the produc*ion had gone up,
working hours saved, profits had gone
up, but workers' emoluments were same
as before. T would like to know whether
this is where the so-called socialistic
ideal is going to lead. Well, I straightway
ask my friends who believe that we have
some progress. Let them think. Why do
you allow these shares to be frittered
away? Even taking for granted that these
are reserves, I would like these to be
ploughed back into the economy of the
country.

I would ask the Finance Minister to
seriously ponder over this question.
There are certain industries, for example,
tea, jute and others where, I think, there
is no need for further expansion up to a
particular period. Why not you take these
reserves into a common investment pool?
Why should vou not appeal to the
industrialist, "Well, your industry can
wait for some time." Nation's
requirements need certain sectors to
develop first. Nation's requirements need
that such and such new industries have to
be taken in hand. Well, if these amounts
and these reserves instead of being sent
inside are sent

SABHA J General Discussion 2008

to a common investment pool to be
administered by a wing of the Gov-
ernment in consultation with the
Planning Commission, I think that there
is hope of getting more money and
planning our industries.

I come to the question of dividends. It
is another knotty problem. We are not
satisfled with mere taxing. When the
question of Company Law came up, we
pointed out that there should be a limit
on dividends—a percentage limit. It
should be at a stage based on the reports
of the various companies. I know certain
companies who have declared dividend
to the tune of 25 per cent. What are these
dividends and how are thev used? Why
do you allow this money to be frittered
away in this way for consumption?

Well, we want a ceiling on dividends.
It has been our stand all along. Why
should there be an increase? Mere
taxation will not solve the problem. My
friends will argue that there will not be
much encouragement to invest their
money. In such a case, they will invest
their money in other industries where
they can get some more. They can get
dividends as well. They will expand the
industry. They will look to new avenues
and will help the national economy to a
great extent.

So, on this point also, we feel that
mere taxing the dividend is not enough
and there should be a ceiling on
dividend. One may ask, "Why?" When
the capital formation in our economy is
not proper and enough, it is almost a sin
to allow the capital to be frittered away.
These dividends never go into production
in many cases and they go for consump-
tion purposes. So, we have to consider
this case very seriously.

I remember one of the; leading
economists suggesting in a recent
journal, "Why do you go in for all this
taxation on dividends and other things
when you want to get money?
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A situation has been created in the
country—I do not say as emergent as
it is during the war period. But it is all the
same emergent that we have to take quick
steps for development. ~ Well, why not
resort to excess profit tax?" I think that the
case for excess profit tax is particularly
appropriate now, when an inflationary
pressure is likely to be generated on
account of the deficit finance and it  is
also a safety measure against inflation.
So, 1 would like the Finance
Minister to consider this also seriously.
I do not think that the country will
lose much and I feel that there will
always be a safety measure  against
inflation  and the investor will not be so
greedy as he is  today to  increase the
dividend.

I come to the second aspect of the
income-tax question. Though be-
lated, we welcome the decision of the
Government  to open the cases  of
income-tax evadors. But I cannot but
remind the Government that there are
many laws which were invalidated by
the Supreme Court. But all the
same, Government have found it
necessary to bring them out in some
shape again. In the case of income-tax
evasion also, they should bring in some
kind of Act to validate the Income-tax
Investigation Commission Act.
When 1 read Mr. Parikh's note
which was submitted to the
Planning Commission or a summary
of it, I found that dubious ways are
adopted to evade taxation. Well, we must
have some kind of a machinery  to
vigorously check income-tax evasion.

We are very happy that on the eve of
the Budget the Government have come
forward with their decision to
nationalise insurance which is really a
tool in the hands of big businessmen in
the country. We have our own
misgivings of course. But we hope that
they will not be there when the
Insurance Corporation Bill comes up.
But we cannot but appreciate the stand
taken by the Finance Minister.
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I come to the question of taxation on
personal wealth. When this aues-tion is
posed, many of my friends on the other
side—if not many, at least some—are
worried. Why taxation? Is it not
enough that there is a graded super-tax?
Is not tax on incomes of about Rs.
75,000 sufficient? Why? You may ask.
We know the huge amounts that certain
officers are getting.  Just consider for a
moment a prominent scientist—one who
gives many of his valuable suggestions—
getting not more than Rs. 1,200. A gene-
ral manager of an insurance company gets
Rs.  6,000. Scientists like Mr.
Bhabha usually get Rs. 1,200. But
take the general manager or the
manager in a company. How much do
they  get? Compare it with the
emoluments of the eminent men of
letters or of art. Well, I do not say that
their emoluments should be lowered
down. ButwhatIaskis: Isit befitting
the socialist pattern of society which
we envisage, to keep them above your
highest men to keep them above our
greatest intellectuals, to keep them above
the best men in your country. Please
consider it for a moment. Please
remember all the speeches yet made at
the Amritsar Session; remember all the
voluminous articles that you have written
in your various  journals;  remember
also what the Prime Minister speaks about

every day. What I say is that the
country was expecting, even the
capitalist class, even those financial

oligarchs were expecting that there would
be taxes on personal wealth. I have been
scanning through all the financial journals.
They are all saying that they expected
a bomb to explode but found only a
cracker that did not explode. This is not a
certificate to you. They have gone to the
extent of asking why the Finance
Minister has not stood by what he said
before the Planning Commission. Why
simply threaten people? Is this the way
you are going to improve the conditions in
the country? Is this the way you are
going to fulfil your ideal of a socialistic
pattern of society? Is this the way you are
going to imple-
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[Shri J. V. K. Vallabharao.] ment all
that you have promised to the people?

I do not want to tax the House much
more. I would like my hon. friends on
the other side also to take up these points
seriously. We will be one with you when
you come out with your big axe against
these sharks who are responsible for the
deprivation of our people.

SHRI P. S. RAJAGOPAL NAIDU: Mr.
Deputy Chairman, this is the sixth
Budget of Dr. Deshmukh.

SHRI C. D. DESHMUKH: No, Shri
Deshmukh.

SHRI P. S. RAJAGOPAL NAIDU:
Fifth Budget. I am sure this is not going
to be his last.

SHRI JASPAT ROY KAPOOR: You
will have many more from him.

SHRI P. S. RAJAGOPAL NAIDU: I
am sure the entire House feels that there
will be many more of his Budgets.

The first reaction one gets after seeing
this year's Budget is one of relief. Of
course, the country expected very severe
taxation this year being the beginning of
the Second Five Year Plan. We find that
very little changes have been made in the
income-tax structure. After the Taxation
Enquiry Commission's report, it was
expected that there would be increasing
reliance placed on excise duties. If I
remember aright, last year, seven new
items were added to the list of excise
duties, and these seven items have
brought in nearly Rs. 2 crores more than
what was anticipated on this account.
One would have thought that this would
have given encouragement to the Finance
Minister, and it was naturally expected
that more items would be added to the list
of excise duties to be levied this year, but
we find that only two Items are added to
the list, viz., vegetable nonessential oils
and all kinds of diesel and furnace oils.
We find <hat the excise duty on mill
cloth has been
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raised. Last year the excise duty on mill
cloth alone got us nearly Rs. 14* 5
crores.

This levy of excise duties on vegetable
non-essential oils and also on diesel oils
will certainly affect the poor man. With
regard to the high speed diesel oil, we all
know that, so iar as the agriculturists are
concerned, it is this oil which is very
much used by them to drive pumps in
places where there is no electricity. We
all know that not in all villages in our
country have we electricity. Nowadays
people do not very much rely on bullocks
for drawing water from wells. In areas
which are not irrigated either by rivers or
by canals, the people mostly rely on
wells. For drawing water from wells, they
only use diesel engines. For these engines
it is not the crude oil that is used but high
speed diesel oil. We find that an excise
duty of nearly 4 annas per gallon has
been levied on this oil. T find that several
States are resorting to this habit of
levying excise duties on hight speed
diesel oils. We find that Madras has
increased the duty by two and a half
annas, from one and a half annas per
gallon to four annas per gallon, and with
this additional taxation of four annas per
gallon by the Centre, the price of high
speed diesel oil in Madras would jump up
by six and a half annas, i.e. four annas
plus two and a half annas, per gallon. An
oil engine of nearly 6 to 7 HP. if it is
worked for nearly 6 to 8 hours a day, will
consume about Rs. 5 worth of oil. Now,
with this increase in taxation, it will cost
about Rs. 8 per day. At any rate in my
State, nearly 50 per cent, of the
agriculturists use only high speed diesel
oil for running oil engines, and I hope the
Finance Minister will seriously consider
whether or not it can be raised at all. not
to speak of four annas per gallon.

Then this will also affect road
transport. Nowadays petrol being very
costly, most of the buses are being
converted into diesel buses. This
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is being done at a very high cost.
Whereas a petrol-driven vehicle will cost
about Rs. 15,000, a diesel vehicle will
cost about Rs. 20,000. We find that the
cost of the transport is mucn less because
diesel-driving costs very much less. But
with this increase on high speed diesel
oil, road transport also will cost more in
future. This will effect only the poor man,
because it is the poor man who takes to
bus travel.

Then, about the duty on' vegetable non-
essiential oils. We find a press note being
issued as to what is meant by vegetable
non-essential oils. It would have been
better If the Finance Minister had
described it in his speech as vegetable
essential oils. Whatever it is, I find that it
will include every kind of oil that is re-
required for human consumption, oil
required for the manufacture of soap,
vanaspati, etc. That means that, if this
excise duty is levied, oil will cost one
more anna per seer.

SHRI C. D. DESHMUKH: It is half an
anna per lb.

SHRI P. S. RAJAGOPAL NAIDU: It
comes to the same thing. This is an
unnecessary burden on the poor man. It is
the rich men who can afford to have
ghee. The poor men go in for oils only
for their food, and now the price of this
commodity will be increased.

Coming to textiles, we find that an excise
duty will be levied at the rate of six pies per
sq. yard on all categories of cloth except
coarse dhoties and saries. It is true that the
poor will not be affected very much be-
cause they consume only coarse dhoties and
saries. But it is not correct to assume that the
poor do not buy other types of cloth and
purchase only coarse dhoties and saries.
They usually get gada, coarse unbleached
cloth, and then they make a dhoti or sari out
of it.

Sir, T would very much wish

SHRI JASPAT ROY KAPOOR:
Pyjamas also...........

SHRI P. S. RAJAGOPAL NAIDU:
Sir, I would very much like that
coarse gadas are exempted from the
levy of this excise duty because the
poor man goes in only for gadas. He
does not go in for coarse dhoties and
coarse saries...........

ME. DEPUTY CHAIRMAN: Are you
finishing?

SHRI P. S. RAJAGOPAL NAIDU:
No, Sir.

MR. DEPUTY CHAIRMAN: What
time will you require?

SHRI P. S. RAJAGOPAL NAIDU: I
will take another fifteen minutes.

MR. DEPUTY CHAIRMAN: Not so
much. All right, you can continue
tomorrow.

There is a message from the other
House,

MESSAGE FROM THE LOK SABHA

THE LIFE INSURANCE (EMERGENCY
PROVISIONS) BILL, 1956

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

"In accordance with the provisions
of Rule 133 of the Rules of Procedure
and Conduct of Business in Lok
Sabha, I am directed to enclose
herewith a copy of the Life Insurance
(Emergency Provisions) Bill, 1956, as
passed by Lok Sabha at its sitting held
on the 3rd March, 1956."

I lay the Bill on the Table.

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

The House then adjourned at
one minute past five of the clock
till eleven of the clock on
Thursday, the 8tb March 1956.



