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year 1954-55. [Placed in the Library.
See No. 9-59/55.]

ACTION TAKEN BY GOVERNMENT ON
ASSURANCES, PROMISES AND UNDER-
TAKINGS.

Tue MINISTER ror PARLIAMENT-
ARY AFFAIRS (SHRI SATYA NARAYAN
SiNna): Sir, I beg to lay on the Table
the following statements showing the
action taken by the Government on the
various assurances, promises and
undertakings given by Ministers and
on suggestions made by members
during the various sessions shown
against each:

-dssurances, ete.—

(i’ Statement No. II, Eighth
Session, 1954,

(ii) Statement No. VI, Seventh
Session, 1954,
(iii) Statement No. XII, Sixth
. Session, 1954. ,
(iv) Statement No, XV, Fifth

Session, 1953,

(v) Supplementary Statement No.
XV, Fourth Session, 1953.

(vi) Supplementary Statement No,
XX, Third Session, 1953.

(vil) Supplementary Statement No.
XII, First Session, 1952,

) [See Appendix IX, Annexures
Numbers 33 to 39 for (i) to (vii) above, ]

Suggestions—

Statement No. V, Fifth Session, 1953,

iSee Appendix IX, Annexure No. 40. )

THE BUDGET (GENERAL), 1955-56—
+GENERAL  DISCUSSION—continued

Surr H., N. KUNZRU  (Uttar
Pradesh): Mr. Chalrman, it is almost
.inevitable that in discussing the Budget
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we should consider really the progress
made in the Plan expenditure. The
debate on the Progress of the Plan
took place in December last but we
have a little more information now
than we had then, We know the ex-

penditure incurred in the rst two
years of the Plan. It amounts to
about Rs. 530 crores. We do not

yet know the expenditure incurred in
the third year, that is the year 1953-54,
All that we know is that the revised
figure has been reduced from Rs. 413
crores to Rs. 356 crores but it is doubt-
ful if even this expenditure will be
incurred. I find from the Budget
that while deficit financing was to take
place to the extent of Rs. 128 crores
in the year 1953-54, the actual deficit
exvenditure incurred, taking both the
Treasury Bills and the withdrawals
from the cash balances, has been of
the order of Rs. 80 crores, that i,
there has been a reduction of abotut
Rs. 48 crores. We may, therefore,
assume that the revised expenditure
will be about Rs. 308 or, say, Rs. 310
crores, that is, the total development
expenditure during the first three years
of the Plan would be of the order of
Rs. 840 crores.

Now we come to the fourth year of
the Plan; the budgeted expenditure
was Rs. 572 crores and the revised
figure, I think, stands at about Rs. 550
crores, but here again, it is unlikely
that this figure will be reached. The
cash balances cannot be drawn upon
now, for they stand at the minimum
figure required by the requirements of
the Treasury. Government, therefore,
have to depend either on the sale of
Securities or on the issue of Treasury
Bills, So far as I have been able to
ascertain, the Treasury Bills issued
during the year 1954-55 up to the 25th
March amount to about Rs. 59 crores
but the deficit financing is to be of the
order of about Rs. 220 crores, There-
fore, there remains the sum of about
Rs. 160 crores to be spent in about a
month. Now we know that a certain
amaunt of material, particularly rail-
way material, that nas been ordered
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from abroad is to be received by the
end of this year but even so, is it
likely that so large a sum as Rs. 160
crores will be disbursed in the course
of one month? In March generally,
the disbursements are of a heavy
order; even so, I doubt whether it
would amount to more than say Rs. 80
crores. [ think roughly the expen-
diture will be about Rs. 100 crores less
than the budgeted expenditure, that
is, about Rs. 470 crores. If this
estimate is not incorrect, then the total
development, expenditure in the first
four years of the Plan would be about
Rs. 1300 or, say, in the neighbourhood
of Rs. 1300 crores,

Let us see the expenditure that we
are likely to incur in the last year of
the Plan. Taking the past experience
into consideration, we may hope that
the expenditure of Rs. 600 crores may
be incurred in the last year. If we
can speed up expenditure, we may
reach that figure. In that year, a
large number of locomatives, carriages
and wagons are to be received fromn
abroad and, therefore larger expen-
diture may be neede.. then than in the
course of the current year, Let us
suppose, Sir, that the figure reached
is a little higher but even then it
would be about Rs. 1900 crores as
‘against the total expenditure of Rs.
2285 crores which was to be incurred.
The deficit will, therefore, be of the
order of Rs. 375 crores or about 18
per cent. Now, Sir, this by itself
need not cause us serious anxiety; that
even as much as Rs. 1900 crores is to
be spent in five years would be a
matter for satisfaction if the Finance
Minister could assure us that the ex-
penditure incurred so far had been
used in such a way as to produce the
best possible resuits but I doubt whe-
ther he has got sufficient information
himself to give us any assurance on
this point

Sir, before I pass on fo another
point, I should like to draw attention
10 the position of the States in regard
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to the progress of the Plan. Accord-
ing to the development plans, the

States were to find about Rs, 232 crores
from their current revenues. I under-
stand that the shortfall in their re-
sources from this source would amount
to as much as Rs, 169 crores, [t is
true, Sir, that according to the Finance
Commission’s recommendations,  the
States will get Rs. 80 crores by the
end of the year 1955-56 but I under-
stand that this amount has not beer
included in the development expendi-

ture of the States by
12 noon the Finance Ministry, and
that the Government of

India will continue to make grauts for
development purposes to the States &s
it the States had not received this
sum as a result of the recommenda-

tions of the Finance Commission. A
deficiv of Rs. 169 crores in the re-
sources frcm current revenue s a

very latge figure and I should like
to know what it is due to. When we
discussed this matter last year we
knew that there had been some short-
fali btut it was a much smaller one.

This figure is staggering. It vir-
tually means that the States have
been absolutely unable to! provide

even one-fourth of the sum that they
were required to do under the Plan,
We do not know from the papers be-

fore us what this extraordinary de-
terioration is due to. Is it due to
the

expenditure on projects outside
Plan? But so far as we know this
exnenditure is not of such magnitude
as to amount to Rs. 169 crores. The
fnatter therefore requires fuller ex-
blanation.

Now, I come to the question of
employment. We know that the De-
velopment Plan as originally formu
lated by the Planning Commission was
to cost Rs, 2,069 crores but #
sum of Rs. 216 crores  was
added to this in order to deal with
the problem of unemployment to which
the attention of the Government had
been repeatedly drawn in soth
Houses. If the development expendi-
ture is to amount only to Rs. 1,900
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crores or even to Rs., 2,000 crores,
the whole of this sum is wiped out,
Therefore, it means that the efforts
of the Government {o reduce unem-
ployment will bear no fruit at all. I
do not know really where the ex-
pendfiture has been reduced but no
matter where it may have been re-
duced, the net effect of that will be
tu reduce the expected increase in
employment. The Finance WMinister
has told us in his Budget speech that
unemployment hag {2creased from
5,22,000 in December 1953 to 5,81,000
in November 1954 In order to deal
with this state of things. what shoulg
be done?

Tc provide employment is a differ-
ent matter and I shall deal with it a
little later but I should like to dwell
for a moment on the question of
deficit financing. We saw that in
spite of the expenditure incurred on
the Plan, no rise had occurred in
prices, I therefore examined the
figures in order to find out what this
was due to. I find that there was
hardly any deficit financing up to the
end of the year 1953-54. If deficit
financing is to be measured by the
amount of the Treasury Bills received
it amounted to only Rs. 20 ciores.
1t is true that the Cash Balances
were also depleted to the extent of
Rs, 60 crores but even so it has not
been of a high order. Not even up
till now has there been much of de-
ficit financing. I do not know what
the expenditure on the Plan will be
in the last month of this year but
so far it has not amounted to much,
Ang then we have to take into ac-
count the increase in ¥ndustrial pro-
duction and agricultural production.
But before I deal with agricultural
and industrial vroduction, 1 should like
tn point out that even the increase in
the Treasury Bills does not imply de
ficit financing, As a result of en-
quiries I find that almost the entire
amount of the Treasury Bills has
Leen taken up by the public. Very
little of it has been taken up by the
Reserve Bank. There has therefore
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been very little addition to currency.
This transaction should be regarded
as a form of borrowing. Simuarly,
as regards the sale of securities during
the first four years of the Plan, the
total realisations from this source
have amounted to Rs. 17 crores but
1his too is a kind of borrowing, There
bas, therefore, really been no deficit
financing so far, probably because the
full development expenditure has not
been incurred. The Taxation En-
quiry Commission has considered this
iaatter and has made observations to
which I think the attention of the
House vught to be drawn. “On the
whole”, it says, “for the first three
years of the Plan period there was but
little inflationary financing of Plan ex-
penditure, The immediate scope for
deficit financing should also be viewed
against the background of a fairly
comfortable foreign exchange posi-
tion which would permit sizeable im-
port surpluses and the #mproved out-
look in regard to industrial ang agri-
cultural production, which would
justify a certain increase in money
supply. The more recent trend of a
fall in agricultural prices is another
factor to be noted in this context.”

Sir, apart from the points that I
have mmentior.ed another point to
which the attention of the House may
be drawn is that of the expenditure
that has been incurred on the Plan;
the so-called deficit financing that
has been resorted to has not tsken
place entirely in India. We have
incurred an expenditure of abcut
Rs. 150 crores abroad. We nave paid
for it by decreasing our Sterling
Balances. It is thus clear that tbere
is no cause for anxiety just now ond
the Government have rot had to use
any special measures to ward off the
unsatisfactory i1esults that might have
occurred from deficit financing in
ordinary circumstances

Now, Sir, perhaps I mav mention
that at the end of March 1954 the
money supply as pointed out by the
Taxation Enquiry Commission was
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actually less than at the end of Marcn
1951, While in March 1951 it was
Rs. 1,966 crores at the end of March

1954 it amounted to only Rs. 1.845
crores. The circumstances in the
country have therefore helped the
Government though they are un-

doubtedly ent:tled to take credit for the
increase in agricultural procduclion as
a result of the exvenditure incurred
on the schemes in the Five Year Plan,

Now, 8ir, I should like to ask for
information with regard to the deve-
lopment of cottage industries, We
know that a number of Boards have
been established by the Goverament
but we should be given fuller informa-
tion about this expenditure. on what
objects it has been incurred and to
what extent it has decreased unem-
ployment and what help we may ex-
pect from it in this matter in future.
To say that Government is aware
of the importance of the development
of cottage industries is not to tell
us much, The Taxation Enquiry Com-
mission has pointed out the imporiant
role to be played by cottage 1ndus-
tries in the provision of more em-
ployment. This is a matter there-
fore, of major importance and I
think that much fuller informa-
tion ought to be given to us than bas
been given so far.

Now. I wish to say a word abuut
the taxation proposals. Betore 1
deal with any of the proposals made
py the Finance Minister, I should
like to draw the attention of the House
to the examination of the trends in
public expenditure made by the Taxa-
t¥on Enquiry Commission. It came to
the conclusion that non-development
expenditure has increased not to a
little extent. It is of the view that
in view of the magnitude of the ex-
penditure to be incurred on the First
Five Year Plan and the larger scale
of expendure which will be incurred
in the next five years, it is necessary
that non-development expenditure
should be kept down much as
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possible. It has therefore said on

| page 34 of Vol. I of its report:

,
1

“We are ourselves impressed with
the need for thorough and careful

enquiry both in the Central Gov-
ernment and the States into the
whole question of publke experdi-

ture and suggest that such enquiries
should be undertaken and entrusted
to sufficiently high-powered bodies.”

The Taxation Enqury Commuission
was well aware of the fact that an
Economy Committee was appointed a
few years ago. Nevertheless it has
suggested that another enquiry into
the method of non-development ex-
penditure should be made by high-
powered bodies, but the Finance
Minister has tolg us nothing on this
point. I can understanq his taking
time to consider the many recom-
mendations made by the Taxation En-
quiry Commission in order to add to
the money required for the economic
development of the country, but I
cannot understand his silence on this
peoint, I think the time at the disposal
of the Finance Ministry since the re-
ceipt of this report was enough tc
enable it to make up its ming on this
important matter. In view of the fact
that taxation is increasing, I think i+
is the duty of the Finance Minister tc
assure the public that not a pie of
the money that he is getting is being
wasted unnecessarily,

[MR, Depury CHAIRMAN in the Chair.]

Now, I come to the expenditure side.
First of all, T should like to say a
word about the increase in the in-
come-tax on the slab from Rs. 7,300
to Rs. 10,000 This is to be increased
from -/1/9 to -/2/3 The increase in
the income-tax is about 28 per cent.
Now, let us take the next slab which
ranges from Rs. 10,000 to Rs 15,000,
There the increase is from -/3/- fo
-/3/3 only. It is only about 8% per
cent. Is there any equity in this
arrangement? The Finance Minister
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can say that the rate of income-tax on
incomes between Rs. 10,000 and Rs.
15,000 was already so heavy as com-
pared with the immediately lower slab
that there was not much room for a
steep increase in the rate of the tax,
but I doubt whether even so the per-

centage of increase in the rate of
income-tax in the slab of income
between Rs. 7,500 ang Rs. 10,000

is justified. Considering the present
situation it can scarcely be main-
tained that this increase is justified.
I shouid have had nothing to say had
the increase been of -/-/3 only but
I do submit that the increase of
-/-/6 is too much and that it should
be reduced.

Then, I should like to draw the
attention of the House to the recom-
mendation of the Commission with
regard to the grant of development
rebate to some 1ndustries. The Fi-
nance Minister has very fairly given
us an idea of the Commission’s re-
commendations, but the Commission
wanted that this method should be
used only for the development of cer-
tain selected indusiries, but the Fi-
nance Minister has extended it to all
new industries. How is he going
to ensure that the development
rebate will be used only for achieving
progress only in the limited indus-
trial field to which the Commission
has attached importance? The re-
bate that will be granted cannot,
therefore, be channeled, as desired
into certain selected industries It
is of a general kind and it may be
used by a person starting any kind
of industry. I know that the Govern-
ment’s control over the issue of
capital and over the issue of licences
is complete but this is of a negative
character. The Commission was well
aware of this power of the Govern-
ment. If, therefore, it made this
new recommendation, it meant that a
positive step should be taken to en-
courage the development of certain
industries. That object will be frus-
trated by a general grant of the de-
velopment rebate. It 18 curious that
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the Finance Minister says that, while
he will consider the question, he is in
the meanwhile going t{o give the re-
bate to all new industries. Why he
should at the present time give the
rebate meant for a particular purnose
to all industries and then ras-
trict it later on, I cannot understand.
I think he will ind it very difficult to
restrict the scope of the rebate.

The next important point to which
I should like to draw the attention of
the Government is this. They are
increasing taxation. Public institu-
tions will find it therefore increasing-
ly difficult to maintain themselves.
Now, I am sure that. in spite of the
importance that we attach to the
economic development of the coun-
try, the public activities that are going
on should not be reduced. Public-
spirited people should have the fullest
opportunities of rendering such ser-
vice to the people as their talents
enable them to. It will be a poor
day if India thinks only of economic
development and pays little attention
to the development of that corporate
spirit and fellow-feeling on which
ultimately the highest good of the
country depends. I suggest there-
fore that the exemption limit of subs-
criptions given to bodies that satisfy
certain requirements laid down in the
Finance Act should be doubled, i.e.,
subscriptions to what I might call ap-
proved ©public societies. The ex-
emption limit of these subscriptions
to approved public bodies may be in-
creased from the present figure of
Rs. 1 lakh to Rs 2 lakhs,

Lastly, Sir, I should like to ask why
the Government is silent, why the
Government, which has taken advan-
tage of the recommendations of the
Commission to increase its revenue, is
silent with regard to one very imper-
tant recommendation which is of the
utmost importance to businessmen,
and it is this. I shoulg like to know
what decision Government have come
to on the recommendation of the Com-
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mission that the loss of business
be allowed to be carried forward
indefinitely instead of only for six
years as ot prosent. What is the
decision of the Ccvernment on this

question? I hope
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Surt AKBAR ALI KHAN (Hydera-
bad): They have accepted it so far as
I know. If that is so I should like to
have it from the Deputy Minister.

Tue MINISTER ror REVENUE anp
CIVIL EXPENDITURE (Surt M. C.
nuan): Yes, that we have allowed,

Surr H. N. KUNZRU: Now, Sir, I
should like to ask for information
about the private sector in view of
its importance. 1 asked for informa-
tion relating to its development in the
last budget debate. The Finance Mi-
nister then said: “We must take im-
mediate steps to improve pur statis-
tical information about the progress
of investment in the private sector.
So far we have been relying on in-
formation obtained specifically from
industries. The Planning Commission
and the Minister for Commerce and
Industry are now taking steps 1o
evolve 5 more satisfactory method of
getting these data and I can assure
Dr. Kunzru that we are fully seized
of the importance of this matier and
we are trying to work out the neces-
sary arrangements.” I aope that
some arrangement will be worked out
and that Government will be able to
give us information on this point.

And now, Sir, during the very few
minutes that remain, I shall say a few
words about the Defence Services.
Sir, the first poin* that I should like to
make is about the term of office of the
Commander-in-Chief. When the pre-
sent Commander-in-Chief was appoint-
ed, we did not know what his term
of office would be, but he has been
kept in office for two years and he will
soon make room for another Com-
mander-in-Chief whose term of office
was recently extended by six months.
Since he has been made Commander-
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in-Chief as a result of this extension.
I doubt whether he will be allowed to
remain in service for more than two
years, Now, this, I think, is very un.
desirable. The full term of office of a
Commander-in-Chief is, I believe,
four years and it is desirable, indeed
it is necessary in the interests of the
army that this policy should be ad-
hereq to. Quick changes are not de-
sirable and apart from all other con-
sequences, they lead to the undesir-
able result of the formation of groups
in the army advocating the claims of
rival officers fit to be appointed as
Commander-in-Chief. Now, this is ex-
tremely undesirable, and I think the
sooner Government puts an end to
this state of things the better.

The next point that I want to dwaell
on is the abolition of the dearness al-
lowance that was given to army offi-
cers. It is known, Sir, that the dear-
ness allowance was given only to offi-
cers whose pay was not higher than
Rs. 1,000 a month, Recently the Gov-
ernment have allowed half the dear-
ness allowance to pe absorbed in the
salary of officers drawing not more
than Rs 750 a month, The other
officers will continue {0 receive the
existing dearness allowance. I should
therefore like to know whether the
Defence Services have been differently
treated. If the dearness allowance
has been completely withdrawn from
the officers, I should like to know for
what reason. If the reasons are eco-
nomic, will they apply equally to civil
and to military servants? There is no
reason for discrimination against the
military officers who draw salary on
lower scales than the higher civil offi-
cers with whom they can be compared.
I do not understand on what basis Gov-
ernment has acted in withdrawing
the dearness allowance altogether if
there has been a complete withdrawal.
They brought into force, Sir, a pension
code last year which gave great satis-
faction both to the men and to the offi-
cers. Will they undo the effect of this
step by withdrawing jhe dearness al-
lowance now from the officers, who
already are not too well off?
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There is another point, Sir, on |
which I should like to have informa-
tion and it is this. We are starting a
number of factories in connection with
our Defence Services, Have we
made arrangements which will enable
our people to be trained within a cer-
tain period, say three or five years, at
the end of which they will be able to
take complete charge of thesr fac-
tories, so that we may become .nde-
pendent of the cervices of foreign ex-
perts? I hope that Government has
taken such steps, but I should like
to have definite information about it,
I mean about the Machine Tool Fac-
tory, and the other, the Bharat Elec-
tronics, which is going to be estab-
lished, and so on. This principle
should apply to all of them, and if
this matter has not received full consi-
deration, it should be attended to as
quickly as possible.

Sir, a word about our egquipment.
Tt is necessary that we standardise
our equipment. We are, however,
buying planes in one place, guns in
another. and some other things in a
third place, and so on. Now, I should
like to know, Sir, on what principle all
this has been done. Will this be of
advantage to us in an emergency?
Will it make us stronger if we have
to turn to half a dozen sources for our
equipment and the spare parts that
will be needed in a crisis? Till re-
cently the policy of the Government
was to standardise its equipment and
to adopt methods that would enable
it to secure the spare parts easily.
The present policy, it seems to me, i3
at variance with this. I should, there-
fore, like to know fully what it is and
why it has been adopted.

Lastly, Sir, I should like to refer
to the need for the establishment ot
an Army Council in India on the
model of a similar Council in Eng-
land. There are at present two com-
mittees that deal with matters relat-
ing to the Defence Services. There
is, first, the Defence Committee of
the Cabinet which consists entirely |
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of Ministers. And there is, secondly,
also a committee of the Defence
Ministry which consists, in respect

of the Army, of the Commander-in-
Chief, the Army Commanders and
the Principal Staff Officers Now,
what 1 suggest is that there should
be one Council in which all these
people and the Defence Secretary will
come together, so that there might
be a full discussion on every topic
with the officers most concerned
before any decision is taken by the
Ministry. The object even now is
to consult with the military officers
before coming to a decision, but I
suggest that the establishment of an
Army Council or a General Defence
Council in which all the three Chiefs
of Staff can take part and in which not
merely questions of policy but other
important questions can be discuss-
ed, will lead to a much better under-
standing of the Defence problems by
the civil atithority and will enable the
Defence authorities to feel that their
point of view has been fully taken
into consideration by the civil autho-
rity in arriving at a decision.

Sir, perhaps you will give me one
minute more to refer to a favourite
point of mine and that is
the position of the  National
Defence Academy in future. The
Academy was opened a few months
ago at Khadakvasla. The initial
training is to be given there. That
ig, the junior wing is to be trained
there for three years in the case of
the Army and I believe the Air Force;
and for two years in the case of the
Navy. The senior wing of the Army
is to continue to be trained at Dehra
Dun. Similarly, the senior wing of
the Air Force—I mean the training
of Air Forece officers during the later
part and that of the Naval officers
also during the remaining two years
or two years and a half, will take
place separately. I discussed this
point at some length last year and I
venture to press it on the attention
of the Government. There is no
reason why the entire military ins-
truction should not be given in Poona.
Similarly, as regards the Air Force,
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I see no reason why all the training
required for the essential officers
should net be concentrated at Poona
Why should they have to go to
Begumpet or to Jodhpur The wea
ther conditions were fully examined
before a decision was taken on this
pomnt, but scon after the departure
of Sir Claude Auchinleck a change
was made And if the present de-
cision of the Government 1s to stand,
much of the advantage that was to
be derived from the jomnt traming
and commussioning of all the offi-
cers would be lost Suppose, Sir,
that a student in the MA class re-
cewved his mstruction 1n the first year
at one university, received his 1ns-
truction 1n the second year in another
uniwversity, and received his degree
from that umwversity. Can there be
that corpoirate feeling, that fellow-
feeling between him and the other
officers of his previous university
that would have existed, had he re-
cerved his degree at the same time
with the other successful candidates
of his old university”

1 ask the Government 1o
bear this mn mind and I draw
their attention to this particular
point because the propcsal now
1s that the Air Force officers and

the Naval officers are to receiwve com-
missions without going to the Aca-
demy at the end of thewrr term of
training As soon as their term of
training 1s over they will wpso facto
become commissioned officers if they
come up to the mark I, therefore,
press agamn that the Army and Air
Force training should be concentrated
at Poona and that all the officers of all
the three Services should be com-
missioned 1n the Academy It may
b= that one officer’s traiming may
expire a few months earlier than the
term of training of the other officers

But, Sir, what happens in a uni-
versity 1n similar circumstances? A
man submits his thesis His thesis 1s
approved and he gets a doctorate,
but he nas to wait t1ll the convoca-
tion 1 order to receive his degree
along with the other successful can-
didates Wil any harm be done if
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a similar arrangement 1s followed 1n
the case of the Academy?

Sir, all these considerations require
that the matter should be re-consi-
dered, otherwise the advantage that
was to be derived from the scheme
that was formulated as a result of the
recommendations of the sub-com-
mittee appointed by Sir Claude
Auchinleck would be lost 1n no small
measure
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Mr. DEPUTY CHAIRMAN: You
take some other opportunity. Take cnly
one minute and finish.
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Mr. DEPUTY CHAIRMAN: There
is a message from the other’ House.



