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MR. DEPUTY CHAIRMAN: We shall 
now take up the clause by clause 
consideration of the Bill. 

Clauses 2 and 3 and the Schedule were 
added to the Bill. 

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

SHRI M. C. SHAH:   Sir, I move: 

"That the Bill be returned." 

MR. DEPUTY CHAIRMAN: Motion 
moved: 

"That the Bill be returned." 

SHRI B. GUPTA: What the hon. Minister 
has said makes no sense either to ourselves or 
to the people at large. I do not know whether, 
when the hon. Minister was speaking, he 
remembered the fact that his statistics and the 
number of officers in the Secretariat convey 
nothing to the people of India. Sir, many 
great problems are there and many questions 
were raised, but he has not cared to answer 
many of them. He says that all the answers 
are there. What is the use of those sheets of 
paper to us? We cannot eat them! If there was 
no time, he could have prepared a small 
summary and could have given it to us here. 
The hon. Minister has done nothing of the 
sort. I expected that he would touch on the 
allotment for rehabilitation. A large number 
of refugees are coming from Orissa to West 
Bengal and the West Bengal Government is 
taking up a very hostile attitude. 

SHRI M. C. SHAH: He did not raise this 
point. What is the use of being so eloquent 
about it now? 

SHRI B. GUPTA: He is talking of points. 

Large numbers of refugees are returning 
from Orissa and other States to West Bengal 
where they had been sent for rehabilitation. 
The Central Government is doing nothing 
and are also  ignorant  about these.    Even 

if they know, they are not doing any 
thing ........ 

(Interruptions.) 
.....and the Minister is happy abou. 

it.    He is smiling. 

M|R. DEPUTY CHAIRMAN: You have 
given notice for papers. 

SHRI M. C. SHAH: He spoke for one hour 
and he spoke of Acts and hydrogen bombs. 
He did not speak about this, as if it did not 
interest him. 

SHRI B. GUPTA: If you answer our points, 
I shall speak for 5 hours. 

MR. DEPUTY CHAIRMAN: The 
question is: 

"That the Bill be returned." 
The motion was adopted. 

THE FINANCE BILL,  1954 
THE MINISTER FOR FINANCE (SHRI C. 

D. DESHMUKH) : Sir, I move: 

"That the Bill to give effect to the 
financial proposals of the Central 
Government for the financial year 1954-
55, as passed by the House of the People, 
be taken into consideration." 

Clause 2 of the Bill deals with the rates at 
which income-tax and supertax are to be 
imposed. It continues the existing rates and 
there is no change for the reason that I have 
already referred to in my Budget speech. viz., 
that until we receive the recommendations of 
the Taxation Enquiry Commission, we do not 
consider it appropriate to make any changes 
in the existing structure of income-tax and 
super-tax. 

Now clause 3 contains amendments of a 
minor nature that are proposed to be made in 
the Indian Income-Tax Act. Four of them are 
intended to extend by two years up to the 1st 
April 1956 the concessions which expired on 
the 31st March 1954, and when we receive   
the  report   of  the   Commission, 
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what to do, whether to continue  or 
discontinue them.    These concessions are: 

(i) exemption of foreign profits which 
are chargeable in the case of a 
resident person on the basis of 
remittance only; 

(ii) exemption for two years of income 
from property built before the 1st 
April 1956; 

(iii) initial depreciation allowance at the 
rate of 15 per cent, in the case of 
buildings completed before the 1st 
April   1956; 

(iv) exemption of new industrial 
undertakings under section 15-C 
which commence production 
before the 1st April 1956. 

There is only one more amendment which 
requires some elucidation. The object of this 
amendment is to give exemption in respect of 
interest payable outside India to a non-
resident on a loan issued for public 
subscription outside India. As you know, the 
Income-tax Act was amended in 1939 so as to 
make interest paid outside India on borrowed 
capital used in India chargeable in the hands 
of the recipient, whether resident or non-resi-
dent. But at that time the clear intention was 
to exempt interest on loans issued prior to the 
1st April 1938 inasmuch, as prior to that date 
the contract between the borrowers and the 
lenders did not contain any term for deduction 
or payment of Indian Income-tax. Indeed it is 
not unlikely that under the contract the burden 
of paying-tax on such interest would have 
fallen on the borrower. This clear intention 
was indicated' at several places in the Act by 
allowing a deduction from the income of the 
assessee for the interest paid on such loans 
without any restriction whatsoever. But by 
oversight, no provision was made to exempt it 
in the hands of the non-resident recipient. 
Th's clear intention to exempt such interest in 
the hands of non-resident recipients was given 
effect to by means of executive orders    in    
1941.   Now we 

nave reviewed tnat situation ana we find that 
it is not desirable to continue such, a 
concession by means of executive 
instructions although it is admitted that the 
concession must be continued and therefore it 
is necessary to place the concession on a legal 
footing. The amendment gives effect to what 
has always been the intention and what has 
always been the practice. 

Now I come to    estate duty.     The main 
charging    section in the Estate Duty Act is 
section 5 which    imposes estate duty on all 
property which   is described  in  that  section   
as   'passing on death'.   Then follow several    
sections, I think 5 to 16 grouped together 
under the head    "Property    which is deemed 
to pass"    indicating    the c'r-cumstances     
under    which     property would be 'deemed 
to pass' on the death of a person although in 
common parlance it may not be said to    pass 
on death.   If we take sections 5 to 16 together, 
of course the intention is quite clear that the 
duty is leviable not only on property passing 
on death but also on property deemed to pass 
on death OUT we find that section 5 itself does 
not specifically include the words 'property  
deemed to  pass'   and therefore we thought  
perhaps  the best     thing would be to add 
these words in section 5, so as to set at rest 
any doubts that might be  raised on this     
point. The intention  of the Legislature     to 
charge estate duty on both the property 
actually passing on death and the property  
deemed  to  pass  on  death  was quite clear  
and  the  amendment  that we propose would 
have the intention only of clarifying the 
position.    This matter was considered further 
and the Law  Ministry  took  the  view  that   a 
better way to make the intention clear was to 
put the amendment in the interpretation of 
section 3 of the Act instead of section 5 so that 
it applied to other relevant sections of the Act.   
There are other sections, e.g., 21, 22, 34 and 
74 and therefore an official amendment to this 
effect was moved1 in the House of the People 
which was accepted.    The only question 
raised in that connection 
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was that by widening this interpreta 
tion, you might be rendering difficult 
the operation of certain other sections 
in the Act. To our knowledge there 
are no such sections the interpretation 
of which or the operation of which 
would    be    rendered    difficult by 
this general interpretation, but if we do find 
such instances, then of course we will have to 
come before Parliament again. 

The only other amendment to the Estate 
Duty Act is the amendment re-latins to 
exemption from estate duty specified in 
clauses (f) and1 (g) of section 33(1). The 
intention was that the aggregate of these 
concessions was to be limited to Rs. 50,000. 
Clauses (f) and (g) as they standi grant 
exemption up to Rs 50,000 under each clause 
and therefore in the absence of a total limit it 
might be construed that this was cumulative. 
So this lacuna was mentioned even while we 
were passing the Estate Duty Bill in the 
course of the discussions and I said that this 
would require rectification at the earliest 
opportunity and this opportunity is being 
taken now. The original amendment in the 
Finance Bill was slightly amended in the 
House of the People to make it clear that the 
amount which was exempt either under 
clause (f) or under clause (g) or both was not 
to exceed Rs. 50,000. 

Now I come to the provisions in regard to 
Customs. The Finance Bill, as passed by the 
House of the People and transmitted to the 
Council of States for its recommendation, 
seeks to amend the customs import tariff in 
various ways. The duty on betel-nuts is 
proposed1 to be increased frpm the 
preferential rate of 9J annas per lb. to Re. 1 
per lb. and the standard rate of 10 annas per 
lb. to Re. 1-0-6 per lb. The increase has been 
made in order to reduce the profit of the 
middleman. The extent of margin of profit on 
c.i.f., that is, cash in freight value during the 
latter half of 1953 ranged from about 50 to 
160 per cent.; premium on import licences 
was high being up to 80 per cent, in Calcutta 
and up to 125 per cent, in Bombay. Reports 
on market values from the ports indicate 

that as against the increased duty of Rs. 33 
per maund, market prices have risen by less 
than Rs. 15 per maund. The additional duty 
distributed over the entire population would 
be about Re. 0-1-6 per head per year. 

\ separate item for cassia lignea. ■■tern 
9(7), was created1 as a result of preliminary 
negotiation under the GATT—General 
Agreement on Trade and Tariffs—in which 
China was guaranteed an import duty of 50 
per cent. China, however, did not ratify the 
GATT and we, therefore, are ,no longer 
bound to maintain the binding. The position 
existing prior to the GATT negotiations  has  
thus  been restored. 

Now, in the Finance Bill, 1953, item 61(a) 
was opened, granting free entry to emeralds 
in pursuance of a binding under the GATT 
which was hitherto regulated by an 
exemption notification. Consequent on 
release obtained from our obligations under 
the GATT, this item has now been omitted 
and emeralds are accordingly subject to a 
d<uty of 20 per cent, ad valorem in the same 
way as other precious stones, unset and 
imported uncut. Of course, if they are 
exported, there is the provision for draw-back 
of duty as in other cases. 

There was to be a margin of preference in 
favour of U.K. goods covering completely 
assembled motor cars, various parts thereof 
and ball bearings and batteries for motor 
vehicles. This margin has been abolished in 
pursuance of U.K. having agreed under the 
GATT to the abolition of this preference with 
effect from the seventh year from the coming 
into force of the GATT. 

Alkaloids extracted from cinchona bark 
which was hitherto free in order to enable the 
anti-malarial drugs to be available to the 
public at a cheap cost, are now chargeable to 
a basic rate of 36 per cent, ad valorem. With 
the substantial increase in the indigenous 
production, the position has altered and in the 
interest of indigenous industry this levy has 
been made. 
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Owing to growing indigenous industries, 

the rates of duty on certain commodities have 
been increased, I shall not read out the 
figures, but T shall indicate the categories of 
goods. There are printers ink, paste-board, 
millboard and card-board1, zip-fasteners, 
small tools, like twist drills, reamers, dies and 
taps, plastic insulated copper wire and cable, 
rubber insulated copper wire and cable, 
electric fans, conduits, spectacle frames, PVC 
sheets, iron or steel bolts and1 nuts. As a 
corollary to the imposition of a Central excise 
duty on soap, an increase has also been made 
in the customs duty by about Rs. 2 per cwt. 
But the total quantity imported is very very 
small now,—under 100 tons, as against our 
production of 87,000 tons and against our 
export of about 1,000 or 1,200 tons. 

The Finance Bill seeks also to continue for 
another year, the existing surcharges on 
customs duties. These surcharges are 
expressed as percentages in addition to the 
duties of customs prescribed in the First 
Schedule to the Indian Customs Tariff Act. 
There is a heavy surcharge of 155 per cent, 
on items like beer, whisky and brandy and a 
surcharge of 55 per cent, has been provided 
for certain types of woollen, silk and artificial 
silk fabrics; a surcharge of 45 per cent, has 
been imposed1 on artificial silk yarn and 
thread. Goods falling under the tariff items in 
the Third Schedule are liable to a surcharge 
of 5 per cent., such as, machinery and 
medicines. Goods covered by items specified 
fir the Second Schedule to the Bill are not 
liable to any surcharge; these include articles 
of food and daily necess'ties like kerosene, 
milk-food and antibiotics. On the items of the 
Tariff Schedule which are not. mentioned 
specifically, there is a surcharge of 25 per 
cent. 

I now come to the Central excise. The Bill 
before the House proposes new Central excise 
duties on four commodities, namely, cement, 
art silk fabrics, soaps and footwear. Now, the 
general intention  of    proposing    new 

1 Central excise duties is, of course, to 
strengthen the resources of the Centre, 
because as far as I can foresee, as time 

I goes on, and Finance Commissions are 
appointed periodically, in view of the 
development expenditures occurring in the 
States, the demands of the States for meeting 
new recurring expenditure generated would 
not perhaps be met from sources of revenue 
open to the States and1 in any case, I have no 
doubt that these demands will be duly trans-
mitted to the Centre. And it seems to me, 
therefore, that the Centre must take care to 
see that fresh sources of revenue are 
developed. 

SHRI B. GUPTA (West Bengal): The 
British   and the princes. 

SHRI C. D. DESHMUKH: I don't quite see 
the relevance of this. 

SHRI B. GUPTA:  You wanted fresh 
sources  and I have only drawn  your 
attention to certain sources,    namely, 
the British profiteers and the princes 
1   who sit on their hoarded wealth. 

SHRI C. D. DESHMUKH: Sir, these 
points have been made by the hon. 
Member quite often and I have pointed 
out that in the context of the enormous 
scope of our development expenditure, 
apart from any complications that 
might arise, if the hon. Member's re 
volutionary suggestions were to be ................  

SHRI B. GUPTA: They are not at all 
revolutionary. 

SHRI C. D. DESHMUKH: Even if 
they were to be accepted, it would 
still be necessary for us to develop 
permanent sources of revenue. After 
all, the princes are here today, but 
they may he gone tomorrow. That 
being ........ 

SHRI B. GUPTA: You exhaust their 
money first. 

MR. DEPUTY CHAIRMAN: Order, order. 

SHRI C. D. DESHMUKH: Sir, I can 
not carry on if ............  
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SHRI B. GUPTA: You may not be there. 

You may not outlive the princes. 

SHRI C. D. DESHMUKH: Sir. I am 
addressing you and the hon. Member says: 
"You may not be there". I don't know whom 
he means. 

SHRI B. GUPTA: The newspapers 
are .......  

SHRI C. D. DESHMUKH: I do not take 
any notice of the hon. Member. 
1 am addressing you 

Well, • in framing these proposals, due 
regard' has been paid to the nesd for 
preferential treatment of the cottage and 
small-scale industries. On footwear, for 
instance, the duty proposed is 10 per cent., 
but it affects barely 5 per cent, of the total 
production of leather footwear in the 
country—only 5 per cent. Since the duty has 
been confined to the production of larger 
establishments employing more than 49 
workers and using more than 2 horse-power 
the duty does not touch thousands of small 
cottage units, and one-man factories 
producing leather footwear in the country. 
The total number of taxed units producing 
footwear would be less than 40. As regards 
rubber footwear, the entire production of 
about 24 million pairs is manufactured with 
the aid of power and, therefore, will be taxed, 
unless of course,  the  power  used  is  less  
than 
2 h.p. 

I originally proposed an excise duty of 1 
anna 6 pies per yard of art silk fabrics; but 
this has now been converted in this Bill into a 
duty of 6 pies per sq. yard and the reduction 
on an average amounts to two-third's of the 
original duty. I have seen comments outside 
that as a result of representations—persistent 
representations—I have yielded ground. But 
the real situation is this. When one imposes a 
new excise duty one is not always or 
necessarily in possession ol all the relevant 
facts of the situation and in the nature of 
things it is not always wise to institute very 
elaborate 
34 C&D. 

enquiries because then that might give some 
kind of a clue to intelligent people as to what 
was passing in the mind of the Finance 
Minister. Therefore, I have to draw on the 
fund of information that is available with the 
Ministries of Government, principally of 
course, the Ministry of Commerce and 
Industry, and it was on the basis, of that 
information that my original proposals were 
made. Well, then, as usual, a spate of 
representations and delegations were received 
and I read the representations very carefully 
and listened to the delegations more carefully 
and I came to the conclusion that there was a 
danger of my doing damage to an industry 
which "in its smaller units was undergoing 
difficulties; added to that the industry was 
concentrated in a few localities, Surat, 
Bombay and Bhiwandi in Bombay State, 
Amritsar and Ludhiana in the Punjab State 
and one or two other places. Therefore, if I 
ask the House to pass a severe rate of tax then 
the damage that might be done would be 
concentrated and1 that would lead to a great 
deal of localised discontentment and I came 
to the conclusion that moderation was the 
path of wisdom in this case. That is, Sir, the 
explanation why I have made such a signal 
reduction from my original proposals. 

Now, in addition, of course, to this duty, 
there will be the handloom cess of three pies 
as originally proposed and an option will also 
be given—and this is very important to the 
industry—to pay the duty in lump sum at the 
rate of Rs. 22-8-0 per loom per month instead 
of the duty at the present rate in the Budget. 
All this is to eliminate the detailed 
supervision of the operations of the mills and 
the smaller enterprises which, seem to fear 
administrative harassment; they expect it to 
be far more than the rate of duty itsefl, and I 
realised that it was my duty to take notice of 
their apprehensions. 

Now, Sir, the Bill also provides for 
complete exemption for units employ- 
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four looms. The House will be interested to 
know that this will give relief from the 
excise duty to over 800 out of the 1200 fac-
tories producing art silk in the country. 
Moreover, staple fibre wilT~not be treated 
as art silk for the purposes of this particular 
excise duty, the reason being, Sir, that 
various mixtures of staple fibre with cotton 
are regarded as cotton cloth for the purpose 
of the excise duty and, therefore, that leaves 
only certain other combinations of fabrics of 
staple fibre alone and'so on; therefore, I 
have taken the view that generally speaking 
staple fibre is equivalent to long staple 
cotton and", therefore, I have excluded that 
from the scope of the present  duty. 

Sir, the net financial effect of these 
proposals is to reduce my original ex-
pectations of Rs. 1-60 crores from the art 
silk industry down to Rs. 75 lakhs only. 

Now, as regards soap, apart from the 
taxation being restricted to factories employing 
power for their production, provision has been 
made for complete exemption of factories 
producing in any financial year not more than 
100 tons of household and laundry soap i and 
50 tons of toilet and other kinds of soap and a 
further relief has been given for the first 125 
tons of laundry soap and 35 tons of toilet soap 
cleared in any financial year after the 1st April 
from any factory; now, that factory will be 
naturally one wb'ch produces more than 100 
tons of household and laundry soap and 50 tons 
of toilet and other kinds of soap. Now, Sir, it is 
estimated that there are about 5,000 soap 
factories in the" country. Under the scheme 
proposed in the Bill, only about 40 factories 
and about 50 per cent, of the total production 
of soap in the country will fall under excise 
taxation. So. Sir, hon. Members who fear that 
they will have to go about unclean may 
disabuse their minds of that fear. 

On the excise duty on superfine cotton cloth, 
the Bill provides for an increase 

of six pies per yard and also for an increase of 
three pies per yard on the fine, medium and 
coarse categories. These increases have been 
made partly to replace the loss of Rs. 4 crores 
caused by the abolition of the import duty on 
foreign cotton. and partly to prevent diversion 
of manufacture from one category to another 
for purely fiscal reasons. 

SHRI D. NARAYAN (Bombay): May I 
know if these are for square yards? 

SHRI C. D. DESHMUKH: These are not 
square yards but running yards. Square yards 
have been adopted only for the d*uty on 
artificial silk. 

In regard to cement, Sir, there are twenty-
four cement factories in operation in India 
with an aggregate rated capacity of about 42 
lakh tons. The actual production against this 
is as high as 35 lakh tons. The excise duty I 
have proposed is Rs. 5 per ton the incidence 
of which is not more than 6 per cent. It has 
been estimated that the duty will add about 1 
per cent, only to the cost of construction of a 
middle  class  residential building. 

Now, Sir, the House would be interested to 
know that the incidence of the new taxes on 
consumption figures, based on the survey of 
1820 family budgets of industrial workers in 
Ahmedabad conducted in 1946 by the Labour 
Bureau, would be as follows; these were the 
last figures that were available to us of 
consumption and1 it is assumed, of course, 
that the picture remains more or less what it 
was: 

Cement        . •        • •       '04 P«r cent. 
Footwear       .......................132 p.r cent. 
Toilet soap    ..        • •       Unfortunately 

negligible. 
Washing soap ••       -160 per cent. 
Art silk fabrics       •. -2 per cent. 
Cotton cloth ..       .265 per c-nt. 

Now, Sir, that is the picture of the likely 
effect of these duties and it will be agreed by 
the House that their incidence   is   
insign'ficant  indeed. 

With these words, Sir, I move. 
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moved: 

"That the Bill to g'.ve effect to the 
financial proposals of the Central 
Government for the financial year 1954-
55, as passed by the House of the People, 
be taken into consideration." 

SHRI B. C. GHOSE (West Bengal): I 
believe, Sir, that the Finance Minister will 
agree with me when I say -that the primary 
purpose of the Budget—of whose arch the 
Finance Bill is a keystone—is the prosecution 
of the Plan. Its failure or success has to be 
judged by this criterion, namely, whether the 
planned targets are being achieved. Judged by 
this standard, I am afraid, it must, in a large 
measure, be regarded as a failure, for a 
shortfall in Plan-fulfilment is an admitted 
fact. Now, what does this mean, Sir? It 
means, in the first place, that development 
resources are not being generated at a pace 
required for the phased implementation of the 
Plan. It may also mean that resources are 
being wasted and/or are being diverted to 
non-developmental expenditure. 

In the second1 place, it means that 
employment and income are not expanding. 
Sir, we have recently had * very elaborate 
discussion on the question of employment and 
Government have also admitted its serious 
Import. But what I find—it is rather, if I may 
say so, unfair on the part of the Finance 
Minister—is an attempt to divert attention 
away from that fact by a reference to a slight 
increase which has occurred in industrial pro-
duction. I should like you, Sir, not to be 
carried away by the persuasive eloquence of 
the Finance Minister but to have your eyes 
fixed on this central fact about the 
employment situation in the country. Now 
faced with this situation what has the Finance 
Minister been trying to do to meet the 
requirements of the Plan. In the first place he 
has, as he has stated, taken courage' in both 
his hands and decided upon defic't financing 
on a sizeable scale.    Nurtured as he is on 

classical traditions in banking and 
public finance, I am sure it must have 
caused ham many sleepless nights 
before he decided to embark upon 
deficit financing on this scale. Al 
though the Finance Minister has esti 
mated that deficit financing may be 
of the order of about Rs. 900 crores, 
if the Plan were to be fulfilled, it may 
reach the figure I had suggested, 
namely, Rs. 1000 crores—he has, I be 
lieve, sought consolation from the fact 
that the Plan is not going to be ful 
filled   in   its   entirety ...........  

SHRI C. D. DESHMUKH: I said: 'might 
not be'. 

SHRI B. C. GHOSE: All right, might not be, 
and we will see that in the course of a year or 
so—as I was saying he has sought consolation 
from that fact although its effect on national in-
come and employment may be rather serious. I 
should add, Sir, here, without elaborating the 
point, that deficit I financing should not be 
equated with inflationary potential, at least not 
to the full extent of deficit financing. At the 
same time it would be idle to ignore the risks 
that are implicit in deficit financing on this 
scale, and if they should materialise there will 
be serious effects on the national economy. 

SHRI C. D. DESHMUKH: May I ask; In 
that case will there be so much 
unemployment? 

SHRI B. C. GHOSE: Whether or not there 
will be so much unemployment is a question 
which cannot be answered. It should be less 
but if the rise in prices shou'd be so high that 
that woud v.t as a deterrant on a large section 
of the people, it may agan recoil jn the 
employment situation. That s . dilemma with 
which the Finai. e Minister, I  believe, is  
faced. 

The second' expedient that he has in mind 
is, I believe, an extension of taxation of an 
indirect nature. Now, Sir I am aware that that 
brings me on to the oft-discussed problem in 
this House. I have read carefully what the Fin-
ance Minister had said on that issue during 
the last two years, but I must confess  that   I  
remain   rather   uncon- 
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arguments and I should again remind you, 
Sir, not to be carried away by his persuasive 
eloquence or his seemingly logical 
arguments, but to keep your eyes fixed on 
some of the solid facts that I shall place 
before you. 

The first is the proportion of direct and 
indirect taxes in our tax revenue. Now 
statistics show that the proportion of indirect 
taxation has been increasing and that of direct 
taxation has been going down. If we take the 
Central and State tax revenue together, the 
percentage composition, as he very well 
knows and as has been quoted in the Finance 
Commission's Report and in the I.M.F. 
Report, is of this order. Taxes on income were 
as follows: in 1944-45 48 per cent., in 1946-
47 366 per cent., in 1950-51 28 ° per cent, and 
in 1952-53 26 • 4 per cent. For customs they 
are as follows: in 1944-45 10 ■ 2 per cent., in 
1946-47 20 ■ 9 per cent., in 1950-51 25 per 
cent, and in 1952-53 26 9 per cent. For 
Central Excise they are as follows: in 1944-45 
9:5 per cent, in 1946-47 9'7 per cent, in 1950-
51 10-7 per cent and in 1952-53   12 per cent. 

Now that is the combined Central and State 
tax revenues. But if we take only the Central 
tax revenue the position is even worse. It 
shows that in 1943-44- the percentage of 
income-tax including corporation tax of the 
total tax revenue was 64-3; of customs 157 
and Union excise 14;6 In 1946-47 the 
percentage of income-tax including 
corporation tax was 48, Customs 32-5 and 
Union excise 15'6. In the 1954-55 budget 
income-tax including corporation tax is 28-7 
per cent, as against 64;3 per cent, in 1943-44; 
customs 46 as against 15-7 in 1943-44; and 
Union excise 23.1 as against 14-6 in 1943-44. 

Now, Sir, there is another interesting 
phenomenon about those figures. Although 
the Central gross tax revenue has increased 
from, let us say, Rs. 171 crores in 1943-44 to   
Rs. 379 crores in 

the 1954-55 Budget, the yield from income-tax 
including corporation tax in both the years is 
the same. It is Rs. 109 crores in both the years. 
But the yield from Union excise has gone up 
from about Rs. 25 crores to Rs. 92 crores and 
of customs from about Rs. 27 crores to about 
Rs. 175 crores. Of course customs may go 
down as our pattern of foreign trade may 
change; that is another matter. I am aware that 
the hon. Finance Minister had stated elsewhere 
that all the excise is not paid! by the poor and 
that a considerable portion of it is paid by the 
rich and he has calculated that out of Rs. 210 
crores about Rs. 70 crores were paid by the 
rich. But it is not a new factor and my 
contention that there has been a change in the 
trend of taxation stands because even in an 
earlier period a large part of the indirect taxes 
must have been paid by, the rich people. So 
that does not affect the central argument that I 
was placing before you. So about this direct 
and indirect taxation, I am not convinced by 
what has been stated so far by the Finance 
Minister although I must say that I do not 
disagree with many of the things that he had 
stated in this context. For example, I am aware 
and I agree with him that if we are to finance 
the Plan on the scale on which we want it to be 
executed we must take resort to indirect 
taxation more and more. I also agree when he 
says that the coverage of direct taxation is very 
narrow in this country although incidentally I 
should like him to be sure about one small 
point about the number of Income-tax 
assessees because I believe he stated that it 
was 9 lakhs in 1952, 7 lakhs in 1953 and 8 
lakhs in 1954, that is, this year. Although that 
is a small point I should like to know what the 
correct figure of income-tax  assessees is. 

SHRI C. D. DESHMUKH: They are going 
down as a result of the exemption  limits 
being  raised. 

SHRI B. C. GHOSE: But it was going up 
according to the figures I have just now  
given.    Of  course  in  respect  ot 
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the figures I am subject to correction if they 
are wrong. The figure was quoted as 9 lakhs 
in 1952, 7 lakhs in 1953  and 8 lakhs in 1954. 

SHRI C. D. DESHMUKH: I would like the 
hon. Member to give his own percentages of 
direct and indirect taxation, that is to say, 
what he would like to have, instead of these 
percentages. 

SHRI B. C. GHOSE: I have not examined 
the problem to such an extent as to give a 
suggestion. That is the task of an expert. Of 
course, the Taxation Enquiry Commission is 
there, although I shall have something to say 
on that as well. I was just making out the 
point that the pattern of taxation has changed 
and changed to the detriment of indirect tax-
payers and to the advantage of direct tax-
payers. That was the point that I was trying to 
argue. I was mentioning that I agree with him 
on many points, but where I disagree with him 
is when he says that the limit of direct 
taxation has been reached. 

SHRI C. D. DESHMUKH: I do not 
remember to have said that. I said that I shall 
await the recommendations of the Taxation 
Enquiry Commission. 

SHRI B. C. GHOSE: I think that is correct 
in a way but what I want to say is this that 
although he has not stated in that categorical 
fashion he has always placed himself in that 
position. He has given such an impression. He 
may not want to be understood in that way but 
unfortunately he has given the impression that 
he feels that direct taxation is quite heavy. 

SHRI K. S. HEGDE (Madras): Will you 
kindly tell us where you could have more 
direct taxation? 

SHRI B. C. GHOSE: I shall suggest one or 
two items. 

SHRI C. D. DESHMUKH: That would be 
helpful. 

SHRI B. C. GHOSE: I shall suggest one or 
two items. The other point about direct 
taxation is the question of incentive. I am 
quite prepared to agree that if we should have 
a private sector—a private sector on a larger 
scale—this point cannot be neglected and that 
it would not be quite wise to push taxation to 
a point where it will recoil either on saving or 
on yield, but at the same time I should like to 
place before you certain facts. Experience has 
shown that the volume of saving and 
enterprise are far more dependent upon 
cyclical and monetary factors than upon the 
level of direct taxation. I do not know whether 
the Finance Minister will agree with that 
proposition but that has been proved by the 
experience of Great Britain and of certain 
other countries like New Zealand after the 
Labour Government was returned to power in 
1935-36. 

SHRI H. N. KUNZRU (Uttar Pradesh) :    
1938. 

SHRI B. C. GHOSE: No, 1935-36. I believe 
that it is not the level of taxation which the 
capitalists or the industrialists are so much 
afraid of but other things. If I have understood 
the capitalists and the industrialists correctly, 
it is not the level of taxation as such but the 
controls, which, however, are being gradually 
lifted, but more particularly and to a larger 
extent, the labour laws and the working of the 
industrial tribunals that are their bete noire. 
Although I do not agree with them I believe 
that is what they are afraid of, and not so 
much the level of direct taxation.    That is one 
point. 

SHRI C. D. DESHMUKH: I am sorry, Sir, 
but the hon. Member is developing a very 
important argument and that is why I am 
interceding. The point is: What are the higher 
levels? Today it is 82J per cent, and one has to 
consider if at some stage one were to say not 
82-J but, say, 100 per cent, what will be the 
effect of that on private incentive? 

SHRI B. C. GHOSE: That is the point that I 
was exactly trying to make out. 
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[Shri B. C. Ghose.] I do not share the views of 
the Finance Minister that the level of taxation 
in this country is so high. At least if I 
remember correctly the observations of the 
I.M.F. Mission, it was also more or less of the 
same opinion that it is not yet, so high, 
although many other factors have to be taken 
into account when we make a comparison of 
the levels of taxation in this country with those 
of other countries. I may in this context quote 
something about direct taxation and its effects 
A-M" on the implementation of the Plan from 
what the Planning Commission has stated: 
"The reasoning that direct taxes are apt to 
reduce savings rather than consumption 
expenditure and hence capital formation also 
is valid only up to a point." We are all agreed 
on that; that is not the point in dispute. Jt goes 
on to say that "in any system in which public 
investment has to play an active role, it is of 
secondary importance whether reserves are 
transferred to the revenues in the form of taxes 
or in the form of loans out of private savings." 
But I shall have occasion to refer to that later 
on. I was only saying that the level of taxation 
in my opinion is not so high that it can be 
considered as a dis-incentive. 

SHRI K. S. HEGDE:  You mean   the level 
of direct taxation? 

SHRI B. C. GHOSE: Yes, I am referring to 
direct taxation and I will refer, before I go on 
to another point, to the point which the 
Finance Minister was trying to make out about 
the small incidence of indirect taxation. I have 
agreed with him that we must have more and 
more indirect taxation but when he wants to 
say that the incidence is decimal something 
and something, he forgets that even that may 
affect very adversely the poor and the middle 
class people. In this connection, I should like 
to refer him to what happened in Calcutta 
about the increase in tram fare. The increase 
was only one pice and if we were to calculate 
it in -terms of incidence it ■would have    been    
insignificant    but 

what    happened   thereafter   Is   well-
known. 

Apart from all these considerations,. 
there are other grounds as well why I 
feel that the well-to-do should be more 
heavily taxed. One such ground is— 
and I believe the Finance Minister will 
agree with it—that conspicuous 
consumption expenditure should 
be frowned up-on because of 
its      social and psychological 

effect. But the other point which I consider to 
be more important and as a fundamental issue 
is this that it is necessary that we should aim at 
a progressive reduction of inequalities in in-
come and wealth. If we believe in that —as we 
Socialists believe—then there should be more 
progressive taxation. Now I bslieve that is also 
the objective of the Congress, at least as has 
been revealed in the Five Year Plan which is 
its socio-economic Bible and the Finance 
Minister happens to be one of its apostles or 
high priests. If that is so, then I believe that 
direct taxation should be more pronounced1. 
For if inequalities have to be removed in pur-
suance of an objective, then the fiscal and 
economic policy assumes a different role 
because then its purpose is not merely to raise 
revenue for certain purposes, let us say, for 
developmental expenditure, but also to 
function as an agency for removing 
inequalities. Now, we hear a lot about 
redistributive taxation and we say that by 
redistributive taxation we should be able to 
reduce inequalities in wealth and income, but 
that is also a fallacious proposition as the 
experience of Great Britain has shown. I 
believe that redistributive taxation has been 
carried in that country to its farthest or near 
farthest limit and if it were to be pushed any 
further, its effects might not be advantageous. 
But what has been the effect of that? There is, 
I believe, in Great Britain still this position 
that one per cent, of the people there own 50 
per cent, of the nation's capital wealth so that 
the Socialists in Great Britain have been 
exercised over this problsm and they are 
coming round to the idea that 



3991 Finance [ 24 APRIL 1954 ] Bill, 1954 3992 
progressive reduction of inequalities in 
income and wealth cannot be achieved except 
on the basis of a larger measure of 
socialisation. Now, that is a fundamental issue 
and I should like to have the reactions of the 
Finance Minister on that point. I may quote 
here from the Planning Commission's Report. 
I believe he was referring presumably to the 
proposition that there should be inequalities 
with a view to have savings in the community 
because the idea was that if inequalities were 
progressively reduced, savings will suffer. 
The Planning Commission had said this: "The 
link-up between inequalities of income and 
capital formation in the early stages of 
modern economic development in countries 
like Great Britain was due to a comb-nation 
of circumstances in which the promotional 
and managerial abilities of a particular class 
had a direct part to play in initiating 
innovations, evolving new techniques of 
production and applying them on a 
commercial scale." "It is evident", the 
Planning Commission goes on to say, "that in 
a planned economy in which the public sector 
takes over progressively the promotional and 
managerial functions necessary for 
development, neither large inequalities of 
income nor higher consumption standards for 
particular classes can be justified". I would 
like to ask the hon. the Finance Minister this 
simple question whether he agrees that this is 
our goal in the planned economy and whether 
the public sector will take over progressively 
the managerial functions; because, if this is 
accepted, then, the whole question changes its 
colour, Then, the question of incentive even 
need not be so important. I realise that that 
cannot be done immediately, that in the 
immediate future it may be necessary to 
provide incentive to the private sector. I 
would like to know what our ultimate goal is. 
Is it what has been stated in the Plan, because, 
if we are clear about it, then, the question 
raised by an hon. Member regarding 
Government's industrial policy, about the 
confusion that it creates, will also be 
satisfactorily answered. 

I feel that there is no confusion about it. The 
industrial policy of the Government was 
announced in 1948. What is in question now, 
and what has been causing confusion, is in 
regard to I the implementation of that policy. 
There, the Government have been wobbling, as 
in various other questions of economic policy 
as well. 

Now, Sir, I started by saying that the Plan 
had not been fulfilled and that the budgetary 
and financial policy had to that extent not been 
a success. I believe, Sir, that the position is not 
very satisfactory with regard to some of these 
things, that the employment situation still 
causes disquiet; income and savings and 
investment have not been increasing, because, 
if they had been, then, Government through the 
Reserve Bank, would not have set up the Shroff 
Committee, or would not have been so anxious 
to establish I   development  corporations. 

Then, Sir, the other thing is about foreign 
trade. In respect of certain important 
commodities, as for example, textiles, jute, and 
I believe also coal 1 and tea, we are far behind 
our targets. I do not refer to foreign trade in 
terms of the balance of payments position. I am 
aware that that is not unsatisfactory. My 
reference is in relation to the targets set in the 
Plan and I believe that is not quite satisfactory. 

The National Income statistics have shown 
that the per capita income is not increasing 
and that savings also are not increasing. That 
as I said, is not a happy position and in that 
context I was rather surprised to hear the 
Finance Minister say that he hoped that the 
second Five Year Plan would be of a very 
much larger amplitude. I was wondering 
wherefrom the finances are to come. Does he 
rely on deficit financing or increased 
incentive to the private sector? Deficit 
financing may, in a certain context, be a self-
defeating policy, and the incentive to private 
sector will not achieve very much. The only 
way, therefore, in which we can do something 
is by a radical change in our economic and 
fiscal policies in the 
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istin a. u. unose.j direction which had been 
indicated in the Plan. So, we are faced with a 
■dilemma. I do not think that we can 
implement the Plan without suffering or 
without too much tightening of the belts, as it 
was fondly hoped at one •time. Development 
without tears, tc my mind, is not a feasible 
proposition. Unless we do something, and do 
il quickly to increase national income anc 
give some relief to the poor people, ] am 
afraid society will inexorably be approaching 
the edge of the precipiet of  a   social-
economic  revolution. 
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"Industrialism is, I am afraid going 
to be a curse for mankind. In-
dustrialism depends entirely on your 
capacity to exploit, on foreign markets 
being open to you and on the absence 
of competitors. 

The  future    of       industrialism    is 
dark." 
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rjFor  .English   translatipp,   see   Ap-

pendix VII, Annexure No. 210.] 

SHRI J. V. K. VALLABHARAO (An-dhra): 
Mr. Deputy Chairman, I confine myself to 
certain aspects of the Governmental policy 
regarding taxation. I have a general 
observation to make that by the method of 
indirect taxation, the burden on the poor has 
been increased and however much the hon. 
Finance Minister may say that the percentage 
of people on whom we can levy direct tax is 
vary much less, we feel that still the increase 
in indirect taxation is an increase in the 
burden of the poor. With these general 
remarks, I shall take the House to the 
Government's attitude regarding the question 
of unemployment. In August last when this 
matter was brought to the notice of 
Government in the House of the People by 
Shri A. K. Gopalan, the hon. Finance 
Minister stated—and many of the Members 
on the Treasury Benches also agreed with, 
us—that the situation was very grave and that 
he was going to review the Five Year Plan 
with a view to providing some relief to the 
unemployed.   But things have been happen- 

i ing the other way round. Six months have 
passed since that assurance was given and 
still we see the same mea- 

I   sure  of    taxation     continues    and    I 
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[Shri J. V. K. Vallabharao.] understand' 
that, the Government, instead of giving relief 
of Rs. 50 crores to the unemployed which 
Shri A. K. Gopalan requested for, is 
considering giving the same amount as 
financial ass'stance to the mill-owners who 
propose to bring about rationalisation in the  
textile  industry. 

Sir, I am    unable    to    understand what 
exactly is the     policy     of the Government,   
because   however   much they  may  proclaim  
that     they    are aiming at a Welfare State, that 
they are  aiming at helping     the common man,  
as years     proceed—and     three   , years  have  
already  gone     since  the Five Year Plan 
started working—the position is getting worse  
and worse. Take the figures offered by the em-
ployment  exchanges.    We     find  that every  
year the number     of the unemployed is 
growing, if not by lakhs, at   least   by   
thousands.        Since   the Finance  Minister  
gave  his   assurance on  the  floor of Parliament 
that they are  going to  give  some     relief,  that 
they are going to find some employment to the 
unemployed, six months back, the figures now 
show that less people   are     receiving     
employment from     the     employment     
exchanges now than before.    In August    when 
this assurance of the Finance Minister was 
given, the number of unemployed   was   about   
4,98,890   and  now in  February—six  months     
after   this assurance—the  figure     of the 
unemployed has risen to 5,39,000 and odd. 
Thus  instead  of  giving relief  to  the people   
what     is     the     Government doing?    
Almost every Member of the Treasury   Bench,   
especially   the   hon. Minister for  Commerce  
and Industry and the  hon.  Minister     for 
Finance, is speaking in support    of rationali-
sation.       They     may      argue       that 
rationalisation  is  essential,  that  they must  
modernise   the   textile   industry and  so  on.    
They  argue     that  it  is necessary in the 
interest of efficiency, that it is essential in the 
interest of better  production,   in  the   interest  
of cheaper production of    goods.    What 

exactly  is  the  position?    instead  01 giving 
any relief to the unemployed, they are actually 
adding to the number of unemployed.      There 
is more unemployment     now.       I     am     
not opposed   to      modernisation   of   mills as 
such, but what I mean to say is, only a few mills 
are now in a position to do this and it will lead 
to the closing down of a lot of the smaller units, 
because they will not be able to     stand     the     
competition.    They argue that they  do  not    
have  sufficient foreign markets, that they  are 
unable to stand the competition from other  
countries   in   the  foreign  markets.    But  if  
we examine     the  production  figures  of  the    
textile mills, we find that their present 
production is not even enough,     if evenly  and 
justly distributed, to clothe the naked millions   
of   India.       The  real  question is  not  one of 
wanting  markets, the  real  question     is  one  
of  greed, of  wanting  to  grab  more  profit,    
to keep  up the marginal level of their war-time  
profits,   and  that     is   why they suggest this 
rationalisation.    Sir, who     suggested     this     
question     of rationalisation?    Some     time  
ago,  it was on the  14th of    December, that the    
British     monopoly     capitalist— Pakes—
suggested  it  in  the  Chamber of   Commerce   
meeting     at  Calcutta, that  rationalisation was 
essential    to keep up their high profits.    This 
has been again taken up by their counterpart in 
Kanpur—an American expert from IBCON.   
But   everybody agrees that    if    there    is    
rationalisation— the  Finance  Minister  agrees  
and  the economists  all     agree—if     there     
is Nationalisation,   there     will  be  more than 
1,66,000 unemployed.    What are you  going to  
do with     these  unemployed?    What  
alternative     employment  are  you   going     to  
give  these unemployed hands?       The     
Finance Minister  has  said  that they  are  going  
to  take some  more  money from the people, 
but for whom?    To  give relief  to   whom   is   
he     doing   that? !   Not to the poor people,     
not to the unemployed, not to the common man, 
but to give relief and help to those 
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who are already rich, to those who had 
increased their profits during the war-time. 
When we say that the industries should be 
modernised, that the machineries should be 
renovated in the industries, the argument 
raised is, "Where is all that money to come 
from?" So they say there must be some 
outside assistance. But I say Government are 
not considering the question of tackling the 
excess profits that had been hoarded. I can 
give you some examples. Take for example 
the Delhi Cloth and General Mills. You will 
find that the profits of this concern have 
actually increased even with the old machines 
that they have been using, which they say are 
not useful to them. In 1952, their profits were 
Rs. 51,77,703 and that is the figure after 
deducting depreciation and taxation. And in 
1953 the figure of profits has risen to as much 
as Rs. 74,93,000 odd. So in one year the 
increase was about Rs. 20 lakhs and that with 
old machinery. Still they say they have to 
remove some workers and put in new 
machinery. Take another example—the 
Kesoram Cotton Mills. This concern, with a 
capital of Rs. 140 lakhs, has made a gross 
profit of Rs. 104 lakhs in 1951 and Rs. 
95,13,000 in 1952. When you take an instance 
from Madras, you find that the B. and C. 
Mills there had made a profit of Rs. 41'86 
lakhs in 1951 and their profits came up to Rs. 
87-96 lakhs in 1953. What is the Government 
going to say? Why should not the millowners 
be asked to put in some of this cash for the 
purpose of bringing in new machinery? Why 
not the Government put a limit on their 
profits? Why not ask them to use this cash for 
rationalisation instead of agreeing to the 
retrenchment proposals that they are making? 

Then, Sir, the argument is put forward that 
if the same amount of labour is kept up in the 
mills, then they may find it difficult to pay the 
wage-bills. But let us see the facts. These  
wage  bills,     during  the  last 
14 C.S.D. 

tnree years after all formed only about 18 per 
cent, of the total cost of production. It has not 
shown any increase. And yet they want a 
reduction of even this small percentage of 18 
if they are to bring in new machinery. Sir, is it 
the policy of the Government to replace 
gradually men with machines and make the 
men starve themselves to death in the streets? 

Next I come to the policy of the 
Government towards the workers. The policy 
of the Government is to tax the common man 
and then support the millowners. And when 
the common man, especially the industrial 
worker demands anything, when he asks for 
an increase in his wages or when he asks for 
housing accommodation or only for simply 
implementing Government's own Acts, then 
the Government refuses to move. The other 
day, speaking on the. Appropriation Bill, my 
hon. friend Dr. Gour, gave some instances to 
show what the labour policy of the Govern-
ment is. I do not want to go into those details 
now. I will only make one observation and 
say that Government is callous to the interests 
of the common man. 

I have only one more remark to make and 
that is that these taxation proposals, this kind 
of deficit budgeting, this kind of helping the 
rich, is completely against the very broad 
principles for which the party in power 
professed themsglves as standing. I think this 
Budget is not for the common man, not even 
for the wage-earning middle-class people, 
this Budget is not for the smaller industries, 
but this Budget and the taxation policy 
followed in it are for feeding the rich and 
making them still more rich. With these 
words, Sir, I close my speech. 

PROF. R. D. SINHA DINKAR (Bihar): 
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[For English translation, see Appendix  
VII,  Annexure No.  211.] 

PROF. G. RANGA (Andhra): Mr. 
Deputy Chairman, I do not wish to go 
into that realm of discussing this Finance 
Bill purely from the orthodox economic 
point of view because, if we accept the 
premises from which my hon. friend the 
Finance Minister has looked at his own 
financial responsibilities and therefore 
has formulated his Finance Bill, I am 
afraid I would find myself in the same 
argument in which my hon. friend the 
Leader of the Socialist Party found 
himself this morning. 

I wish to take the House to a few of the 
other aspects that pertain to the financial 
proposals of this Government and of the 
Finance Minister, and various other 
factors that have been treated as the 
background from which they have 
prepared their own financial proposals. 

Sir, why does the hon. the Finance 
Minister propose these new taxes? For 
the obvious reason that he wants more 
and more money. He wants it because he 
is faced with a deficit. He wants to meet 
this deficit by two means: (1) by raising 
new tax revenue from new taxes and (2) 
by defi- 
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cit financing. It has been argued by many hon. 
Members in both the Houses and quite rightly 
that when the hon. the Finance Minister was 
prepared to raise money of the tune of Rs. 250 
crores with the aid of the Nasik Press, why 
should he have bothered at all to raise a few 
more crores of rupees by raising these new 
taxes? 

SHRI K.    S.    HEGDE:     Dangerous 
economics. 

PROF. G. RANG A: It has been argued like 
that and I said rightly too but only to this 
extent that if he had thought of raising 
additional tax revenue from the existing tax 
sources he would have been on safe ground. 
But if he thought that the only alternative was 
to suggest new tax sources it was only 
reasonable to expect him to have waited until 
the Taxation Commission had made its 
proposals, and he could have taken advantage 
of their advice also before he made up his own 
mind whether he should impose these new 
taxes or not. It is quite possible, Sir, that my 
hon. friend the Finance Minister was put wise 
by the Taxation Enquiry Commission itself, 
maybe through informal or formal means by 
their submission of an interim report or oral 
statement that these new sources of taxation 
that he had thought of and has introduced 
would be quite all right and would be in the 
interests of the nation, but we do not know 
anything about it. Neither of the Houses has 
been given the advantage of any advice that he 
might have received from that quarter or any 
discussions he had had with them and what 
they had suggested to him. Therefore it is only 
reasonable for anybody to take him to task for 
having gone out of his way to impose these 
new sources of taxes even while that 
Commission is busy with its own labours. 
Having said that, Sir, I would like to know 
whether it would not have been possible for 
him to have thought of raising some more 
money from those 

taxpayers who have been till novr 
contributing to our direct tax revenues. For a 
number of years it has been said from every 
quarter of this House that the rich people 
have been given more and more of tax reliefs. 

[THE  VICE-CHAIRMAN   (SHRI  B.  C. 
GHOSE)   in the Chair.] 

Possibly some sections of them 
deserve these reliefs. It is for the 
Finance Minister to justify their 
case for reliefs. So far as we can 
see, the only point that he made this 
morning was that if we were to try 
and absorb all the additional income 
that these very rich people are able 
to make every year, that is 100 per 
cent., would it be conducive to any 
incentive to save more and more or 
incentive to plough back whatever 
they might be having as reserves 
or other things into their own indus 
try and so on. That is, according to 
me, an unreasonable poser that he 
placed before you when you, Sir, 
were on your feet discussing this 
matter. Short of that impossible 
position, there must be very many 
grades of incomes, people who earn 
them, between the Rs. 6,000 minimum 
per annum and the lakhs and lakhs 
at the top, wherein it must have 
been possible for him to raise a few 
more by having higher slabs or 
higher rates of income-tax, super 
tax and also in regard to Companies, 
Corporation tax. It was for him to 
have explored those possibilities, not 
for you or for anyone of us here, 
to essay an alternative Budget and 
financial proposals for the benefit of 
the Treasury Benches .............  

SHRI K. S. HEGDE: Unless he offers to 
exchange positions. 

PROF. G. RANGA: Unfortunately if we 
were to offer to do it in a sportsmanlike 
fashion, it would not be the right thing to do 
either for them to come over here or for us to 
go over there merely because of the 
conventions that we have accepted in 
democracy.    Of    course, it is 
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become possible in Travancore-Cochin where 
they are making a mockery of our democracy, 
as we have come to understand it even from 
the French precedents. So I do not wish to be 
taken into that line of argument. One thing is 
clear that if and when either yourself or myself 
or anyone of us were to have an opportunity of 
exchanging places with our hon. friends there, 
we would then come to have the same 
advantages that they do have today of having 
all these experts behind them, of having ail the 
information that they have now, and of the 
opportunities of making guesses with 
impunity as they have done in the case of 
these 
nnancial proposalsj as my hon. friend rthe 
Finance Minister himself admitted this 
morning. Being denied those opportunities, 
the Government :still expects of us to suggest 
to them the various possibilities that they 
could themselves have explored and that they 
expect to explore even today, for raising more 
and more funds. That is why I made the sug-
gestion that at various other slabs of incomes 
or stages of incomes, it should have been 
possible for them to explore whether they 
could not have raised some more money, very 
much more money. How much, I cannot say. 
If they had exhausted all those possibilities 
and taken us into confidence, it would have 
been open to us to judge whether after that 
they could have escaped from their own self-
created predicament of imposing these new 
taxes. 

Having said that, coming to the excise 
duties, I cannot but admit, and express my 
admiration to the inventive genius of the 
Finance Ministry and the Finance Minister in 
having thought of these three new sources of 
taxes The first one is footwear. They know 
that in South India quite a large number of us 
do not wear any footwear but they know at the 
same time that we are also coming to wear 

it more and more. Therefore this is going to be 
a growing source of income; for they expect 
our people to go in for more and more shoes 
even in those areas where they are wearing 
some now, because the moment a man finds 
himself in possession of a few more rupees, 
the first thing that his wife thinks of 
purchasing, apart from food and other 
commodities, is small shoes for her children 
to start with; then bigger ones for her grown-
up children of school-going age and last, of 
course, for herself and last but one for her 
own husband. 

SHRI K. S. HEGDE: I thought the last one 
was the husband. 

PROP. G. RANGA: No. I give credit to the 
woman that she always thinks of herself last. I 
do not know, there may be a few exceptions 
in some of these towns but they are only 
exceptions. So, as I said, this is going to be a 
growing source of income. We do not know 
how many crores they expect to get. I shall 
not be surprised if the Government were to 
find themselves in the position of being able 
to get four to five times the revenue that they 
are expecting to get now, within the next five 
years. This is therefore, according to me, an 
innovation in taxation technique. But that 
does not mean to say that I approve of it. 

The second thing is soap. Our people want 
to use more and more soap and we want to 
produce more and more soap. We are doing 
that and there is more and more production in 
the cottage industrial sphere. I admire this 
Government and this Finance Minister for it 
and I also appreciate the gesture that he has 
made. I admire the Finance Minister because 
he has thought of this new source of income—
a very c'ever thing. Not that I approve of his 
method at all, or of his decision but I   cannot   
but   admire   the   gen;"°   of 
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this man. And I appreciate the one little 
gesture he has made and that is his offer to 
exempt the production from the cottage 
industry. But, Sir, why should he have 
thought of this? This also is going to be a 
growing source of income to the exchequer. 
Our people are sure to spend more and more 
on soaps and here the woman comes first and 
the man comes next. The children of course 
are there. So we are bound to spend on this 
more and the Government is going to gain 
more and more. I do not mean to say that if I 
had been the Finance Minister I would have 
liked to impose it this year, but possibly in 
another five years' time or perhaps ten years' 
time some Finance Minister would have 
thought of it. Not that he would have had to 
think of this particular thing; he would 
certainly have thought of some other means, 
some other new taxes for raising the revenue. 
To tax this most elementary, absolutely 
necessary need of the people would be justifi-
able only in the most extreme possible 
circumstances. Have we reached that stage? Is 
our need for tax revenue so dire or so 
extreme, or so impossibly inescapable that the 
Finance Minister can be excused for having 
thought of this item? I want an answer to that. 
I would certainly not have liked to impose this 
tax at this juncture. Sir, what is it that the 
Government have done within the last five to 
six years to improve the standard of living of 
these people who can be expected to use 
soap? 

SHRI K. S. HEGDE: Food. 

PROF. G. RANGA: Yes, food. Sir, the third 
one is betel nut and that is the most 
extraordinary thing. In South India as we go 
along on the railways and in railway stations 
we see a lot of marks everywhere, not beauty 
marks, but blood-red marks poured out by 
those people who use betel nuts. If that can be 
reduced to some extent, I would have no 
objection.   At least our stations would 

not look so dirty as they are today. But it is 
not going to be that way. Sir, the people who 
have taken to betel nuts cannot give it up. 
That is the first thing. Then betel nuts are 
necessary to them if our people are to be 
supplied with the minimum of vitamins, 
because with the betel nuts they take a good 
amount of betel leaves. That is the only real 
green stuff that a large number of people are 
able to get in South India. Of course, in 
Northern India the position is very different. 
Here, they are very unfortunate people, 
because they are tricked by the tradesmen. He 
just gives half a leaf, putting some dirty stuff 
on it. It tastes awful and burns the tongue, and 
in the end it gives you no satisfaction at all 
except, I suppose, a vicarious satisfaction to 
some queer people. But in the South it is 
going to hit the people very much. 

THE DEPUTY MINISTER FOR FINANCE 
(SHRI A. C. GUHA) : Tastes may differ. 

PROF. G. RANGA: Tastes do differ. I do 
not know whether my hon. friend goes in for 
kara killi, but then his teeth do not show that. 
Therefore, Sir, in South India we eat more of 
these betel leaves and we cannot take them 
without betel nuts. Now you want to tax it. 
Why do you want to touch the common man? 
And that too it touches him on the soft spot. It 
is not right, according to me, that these three 
items—although they do give credit to the 
inventive capacity of the Finance Minister—
should be charged. It does not do justice 
either to the conscience of the Finance 
Minister or the Ministry or the Government or 
to the pledges and promises that they them-
selves made at the time of the elections. This 
is my criticism on the new taxes. 

Then, Sir, the Government would ask. "Do 
you have any suggestions at all for additional 
sources of reve- 
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venture into making any suggestions now. 
But I would suggest to them other possi-
bilities of making up the present deficit.   One 
of them is prohibition. 

I know something about it; I was myself a 
great votary of prohibition. Even now, if it can 
be introduced without detriment either to 
those who wish to drink, without detriment to 
society as a whole or without any loss to the 
society as a whole and without demoralising 
the Services, even now, I would like to 
continue this experiment. But in the light of 
the experience that we have had in the last 
eight years I am not such an enthusiast of this 
prohibition. After all, what is prohibition? It is 
one of the various social reforms that we 
wanted to introduce in this country and for 
very good reasons. We have introduced it, and 
when it was being introduced I was there, I 
was one of the great enthusiasts. But in the 
light of the past eight years' experience we 
have to learn certain things. I do not think thai 
the Congress Party is not dead to truth. They 
originally wanted to save the poor people 
from social degradation and social evils and 
therefore they were even prepared to lose 
large, huge, State revenues and all credit to 
them to have thought of taking that risk. And 
having taken that risk they have to explore 
other possibilities in order to achieve this 
social reform. It is one of the biggest risks that 
the post-Swaraj Governments have taken in 
our country. But, may I ask, have these risks 
been justified? That is the point. Have the 
results been commensurate with the 
expenditure that the State Governments have 
made and the sacrifices that they have called 
on the people themselves to make? There, Sir, 
I am not able to say, to my own satisfaction, 
that prohibition has not been a failure. 
Prohibition has failed, on various grounds, 
and I need not go into all 

those grounds. But let me indicate in brief the 
various aspects of this failure. 

Today, the States have denied themselves 
of the huge revenues. And, nearly as much 
money is going down the drain-pipes of those 
corrupt officials of the former Excise Depart-
ment, now Prohibition Officers. Therefore, 
society is a loser to that extent because 
corruption has increased; money is anyhow 
being wasted by society and it is not flowing 
into the coffers of the State. Therefore, it is 
going down the pockets of wrong people and 
it is not being utilised also to help the 
productive activities of our people. On the 
other hand, it is being wasted on very many 
unnecessary luxuries, conventional necessities 
and various other things. Another thing about 
this experiment of prohibition is that the 
number of people who drink does not seem to 
have come down. On the other hand, in very 
many places, it has gone up. The only benefit 
would seem to be that the social character of 
the people might have changed a little. That 
is, the very poor people who used to drink 
may not be so large now; I don't know. I have 
no statistics; but I am prepared to accept the 
doubt in regard to that. But, people who have 
never thought of drinking at all in the past 
have taken to it now. What is surprising, 
women, more and more women have begun to 
drink. 

SHRI A. S. RAJU (Andhra): Question, 
question. 

PROF. G. RANGA: I do not mean to say 
that the majority of women are drinking or 
many women have taken to it. 

SHRI B. GUPTA: But, many Congressmen 
have taken to drinking. 

PROF. G. RANGA: If we were to take a 
census I shall not be surprised if  
Congressmen  drink;     but  it  can 
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equally be claimed for other parties. It 
cannot be denied that the Congressmen 
have always been demanding prohibition 
and if a Congressman did drink at all, he 
must be drinking it very very stealthily. 

SOME HON. MEMBERS:  Oh. oh! 

PROF. G. RANGA: Wait a minute. But, 
other people drink openly. I do not say 
that the Congressmen are the only 
votaries of prohibition and that they do 
not drink; they are only labelled 
'Congressmen'. Coming back, one point 
is clear, that more women today are 
drinking than was the case in the past. 

SHRI H. C. MATHUR (Rajasthan): 
Have you any facts and figures? 

PROF. G. RANGA: Yes, I have. 

SHRI RAJAGOPAL NAIDU (Madras; 
: The Ramamurthy Committee's Report. 

PROF. G. RANGA: And the number of 
people who have been brought to the 
courts as accused, you may even here be 
surprised to note, very many of them are 
women. In the past their number was 
very few. Formerly, only a few women, 
and those too in some districts which I do 
not want to name, used to drink. Now, a 
lot of women have taken to drink because 
they are obliged to look after the stoves 
where the stuff is being distilled; they just 
drink to see whether the stuff has reached 
that tempo or not, and they gradually get 
used to it and the habit is formed. What is 
more, children are drinking. 

SHRI K. S. HEGDE: You are exag-
gerating. 

SHRI A. S. RAJU: Too much oi 
exaggeration. 

PROF. G. RANGA: I am not exag-
gerating; I am not giving th« percentage.    
I do not say all children 

are drinking. This is a new feature that 
the children now drink. They get a taste 
of it; and when you get a taste of it when 
you are young, it is a very dangerous 
thing; and that is what is happening. 

SHRI B.  GUPTA:   But     we     have 
Ministers who drink like fish! 

PROF. G. RANGA:  At one time, it used  to  
be  regulated  that     nothing should     be     
manufactured     except toddy.    But today 
there is no regulation or restriction; all    
sorts of stuff are being    put into    it.    
Fertilizers, barks of the babul tree and 
various other   things   are   being   shoved   
into it.    There is  no  control  at all.    All 
along, men used to drink, now, women 
have entered the field.      They were not in 
the habit of  dying     quickly. Many people  
may think it is  better for  drunkards  to  die 
quickly.  Every kind  of  stuff  is     being  
used  in  it; it is  three-fourths  poison.    
Many  of them are  dying too  quickly 
because all these things are    there.    I 
want all   these   things      to     be   
examined very carefully.    I     would     
like  the Finance    Minister    to    explore    
the possibilities     of     introducing     
some other system    by which it might be 
possible for us to improve our morals, to  
save  the     ignorant,   the  indecent and   
indifferent  human  beings,   from their  
own  evil     proclivities     either towards  
drink or     towards     various other things, 
and at    the same time to save the morale 
of their administrative  services  and  such  
other  officers who are     associated    with 
this experiment, and to see whether it is 
also not possible,  at the same time, to 
derive some revenue from    a    tax that 
may be levied on these drinks indulged in 
by such     people  as  are anxious to go in 
for them.    By our social propaganda and 
various other measures  it  should  be     
made  more and more difficult for the stuff 
to be obtained.   You    may call it temper-
ance, you may call it something else. But I 
would    not like    to    call    it I 
temperance.    I  would     like you  to 
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think of some such method and 
then make an experiment of it. After 
all I do not wish to suggest here 
and now that the whole of this pro 
hibition should be scrapped; but you 
make an experiment of it in certain 
States; especially in those States 
where it has not so far been intro 
duced, please try not to introduce 
it. In those States where it has been 
introduced only very recently, try 
this experiment. In other States like 
Andhra for instance, where a respon 
sible committee has made reasonable 
and responsible recommendations, 
make an experiment. If on the other 
hand, you find .......... 

SHRI K. S. HEGDE: This advice should be 
given to Mr. Vishwanathan, not  to Mr.  
Deshrnukh. 

PROF. G. RANGA: Not exactly, Sir. My 
hon. friend has himself suggested that the 
States would not be able to raise revenues to 
such an extent as would enable them to stand 
on their own feet. That is why I am obliged to 
make all these suggestions. These financial 
proposals have got to be considered and 
treated as part and parcel of an integral 
whole—the financial system of the States as 
well as of the Centre. Otherwise the Central 
financial proposals will make no meaning. 
The Central Government proposes to place 
hundreds of crores of rupees at the disposal of 
the States. Why is that so? Because the States 
are not able to make both ends meet, and the 
hon. Finance Minister himself has stated quite 
frankly, and quite rightly so, that it would not 
be possible for the States to raise new tax 
revenues and raise more money also from out 
of the existing tax revenues to such an extent 
that they would be able to make both ends 
meet and finance their developmental plans. 
Therefore, we have got to explore all these 
possibilities, and that is why I want the Union 
Government to call at an early stage a 
conference 

of all the State Finance Ministers as well as 
themselves and explore the possibilities of 
making a new experiment in regard to this 
prohibition policy. 

Secondly, Sir, I would like to make an 
appeal also to my erstwhile colleagues in the 
Congress that they should not stand merely on 
prestige, and I am sure they would not like to. 
Let all of us together realise that we have 
made an experiment; we were bold about it; 
we have made heavy sacrifices so far as the 
States and also so far as the masses are 
concerned; we have suffered terribly from 
every angle; and the results do not seem to be 
commensurate with the sufferings that we 
have had financially, socially and in various 
other ways. Therefore, the time has come 
when in a courageous manner we should be 
prepared to revise our attitude in regard to this 
great social experiment. I know that one of the 
Chief Ministers in the States considers it as a 
kind of social revolution. And therefore he 
said "Surely, do not expect a social revolution 
to yield all the results in a jiffy, in a day, in a 
year or in two years." I am quite prepared to 
concede that point. But for seven years we 
have waited and we know the results now. 
Therefore, I think the time has come when 
these things have got to be re-examined. 

Then, Sir, there is the question of exports 
and imports. My hon. friend, the Finance 
Minister, has not told us what steps he 
proposes to take to minimise our imports and 
to increase our exports, except for the stray 
remarks that have fallen from him in his 
Budget statement, and also the belated 
promises that are being made by the Minister 
for Commerce and Industry. Sir, take for 
instance a number of our own commodities, 
tobacco, oilseeds, jaggery, onions, chillies 
also to some extent. We have to promote their 
exports.     There   are   the  textiles     of 
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course. But they have thought about it 
already; there are the cottage industry 
products. There were two committees 
appointed by Government in the last seven or 
eight years to explore the possibility oi 
starting a State Trading Corporation. The 
other day, the Minister for Commerce and 
Industry was telling us that they were still 
giving their consideration to their proposals 
and recommendations. How soon they are 
going to complete their consideration, and to 
what extent they are going to implement those 
recommendations, and with what results, we 
do not know. But I would like my hon. friend 
to examine the possibility of enlisting the co-
operation of private enterprise which is 
exporting these various commodities and also 
depending on their own abilities to develop 
this and then see whether it would not be 
possible for the State to have an organisation 
to develop as much of this export trade as 
possible in cooperation with, in addition to, 
and also in support of, the private enterprise. 
If we can work up that way, Sir, it might be 
possible for us to increase our own resources 
in our own country and thereby of course the 
State would be able to benefit itself. 

THE VICE-CHAIRMAN (SHRI B. C. 
GHOSE) : Mr. Ranga, you have taken half an 
hour. 

PROF. G. RANGA: I would take a little 
more time. I do not know what to do. But let 
me complete one or two points and then I will 
sit down. So, Sir, there is the question of 
these imports. I want every step to be taken to 
minimise imports, and I would like to be told 
what steps are being taken in this matter. 

Then there are two or three points and I am 
offering them as mere suggestions. Now there 
is a possibility of our minimising our 
expenditure on motor traffic by using diesel 
oil instead of petrol. But then we would have  
to     introduce new  engines.     I 

would like the possibilities for their 
construction to be explored and then for their 
introduction here, so that we may have to 
spend less on this motor transport in this 
country. Then there is that oil from out of 
molasses. In a few States they have up to a 
particular percentage this oil—I think it is 
known as power alcohol. Now I want more 
and more of it to be used, and in all the States. 
And also I want to know whether there is any 
possibility at all of the Government of India 
themselves undertaking necessary legislation 
in order to minimise our expenditure on the 
imports of this petrol. Then, Sir, during the 
war time we were using the coal gas plant for 
running our own lorries and buses. It has been 
given up now, I think, to a very great extent. I 
do not know whether there is any possibility 
of its being taken up. 

Then, Sir, there is one more question. We 
have been suggesting for a number of years 
that luxuries should be discouraged, not by 
completely banning them but by heavy import 
duties. Of course there will be the additional 
problem of smuggling and all the rest of it, 
but nevertheless. I want that also to be 
explored. Then, Sir, my hon. friend was 
thinking of the middle classes and their needs. 
Right up to Rs. 4,200 per annum we are 
exempting them from income-tax. Are we 
quite sure or has anybody made any study as 
to how they have used this additional 
advantage that they have gained by this 
exemption from income-tax? Are they 
spending their money on those commodities 
and on those utensils, etc., which are only a 
luxury or near luxury and not on necessaries? 
And if they are spending these sums on 
luxuries and near luxuries, then it ought to be 
the duty of the Finance Minister to try and tap 
a portion of that expenditure and incidentally 
discourage that kind of expenditure because it 
will reduce the pressure on    consumer's     
goods. 



4037 Finance [ COUNCIL ] Bill,  1954 4033 
[Prof.  G.  Ranga.j 
That is why, Sir, I suggest that it 

might not be a bad thing to appoint 
a Committee or Commission to 
examine our export and import 
possibilities and also the possibilities, 
as I have already said, of State 
trading or co-operative enterprise in 
co-operation with private enterprise 
or even in aid of private enterprise. 
Tobacco is the most important thing. 
There is this monopoly interest there. 
The Britishers themselves come for 
a lot of it—the ILTD. the British 
Tobacco Company and some other 
company. They control more than 
75 to 80 per cent, of our total trade. 
Is it not possible for my hon. 
friend .......  

SHRI B. GUPTA: He will never touch 
them. 

PROF.    G.    RANGA:   .............to    have 
some means by which he can help our tobacco 
trade, especially the growers, and at the same 
time control the profits that these people are 
making? I would like to bring to his notice one 
small fact, and that is, in the first fortnight of 
this year the first grade tobacco was being 
priced at Rs. 700 or Rs. 800 per candy, but 
after the first fortnight was over, they refused 
to accept the tobacco as first grade but only as 
second grade and began to price it at Rs. 300 
or Rs. 400, giving the benefit to their own 
company to the tune of Rs. 300 to Rs. 400 per 
candy on all the stuff that they were 
purchasing. This happened over the whole of 
Andhra. I shall not be surprised if their profit 
came to more than a crore of rupees, I mean to 
the ILTD company. These things have got to 
be stopped. They cannot be stopped by 
humdrum methods. The Government of India 
have got to think of some revolutionary way 
by which they can possibly prevent this kind 
of thing going on on the part of these 
monopolies to the ruin of our merchants and 
farmers. 

Then, there is this deficit financing. You 
have yourself sounded a note of warning. So I 
did on an earlier occasion, but my hon. friend, 
the Finance Minister, may ask, "How on earth 
are you going to develop this Plan without 
deficit financing?" I am prepared to admit that 
you cannot do without any deficit financing. 
That is true, but at the same time can he not 
possibly think of some measures by which he 
can treat the present prices as the base prices 
and the present wages as the base wages, and 
then, if the price level were to go up as a result 
of this deficit financing, he can insure the 
basic classes of our people, the basic 
producers, from the evils of whatever inflation 
that may arise as a result of more and more of 
this deficit financing? Secondly, I have got a 
novel suggestion to make. Who is going to 
suffer on account of this deficit financing? 
According to me, the ordinary men, the 
ordinary peasants and workers. But who is 
going to benefit? Also according to me—this 
is subject to correction because mine is also 
pure guess work—it will be the richer classes 
who are going to control our industries. 

SHRI B.  GUPTA:   Their friends. 

PROF. G. RANGA: Our friends also. 
Everybody's friends, so long as they perform 
productive duties. 

SHRI  B.   GUPTA:   Mr.   Deshmukh's 
friends. 

PROF. G. RANGA: Would it not be right to 
expect our industries to adopt a lien on their 
own growth and on their profits for the benefit 
of our masses? How is this to be 
implemented? It can be implemented in 
several ways. One of them is this: There is a 
particular level of profit which they are 
making today, and there was also a particular 
level of profit which they had been allowed to 
earn previously during control days. You 
strike an average between the  two   and   
make  this  the   ceiling. 
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If, in addition to this, any profits are made, 
then the benefit of that will have to go for the 
benefit of the masses in our country; of 
course, the first priority is for the consumers, 
next to the workers who are engaged in the 
industry, and then to the farmers who are the 
primary producers. 

I have got a lot of other points to make, but 
there is no time.   You have already   given   me   
warning.    Therefore, I would like to make this 
final suggestion.    Hundreds     of  crores   of 
rupees  are  being     spent     today  on 
constructional   activities.       Is   it  not time for 
the hon. the Finance Minister to begin to  
enquire     what percentage of this expenditure    
is going into the pockets of the various con-   { 
tractors and the various    middlemen  i who  
intervene    between     the     con-   1 tractors 
and the Departments? Today,  | they  allow,   of  
course,     a  return  of 124 per cent, or 
something like that, but is my hon. friend quite 
sure that they    are    not    absorbing    twice as 
much?    Still, the stuff that they are putting   
into     the     construction     is worthless.    We 
had  the     experience of this Housing Factory 
here.    They were made to stand, they refused 
to stand,  they sat down and broke up. They 
called it an    experimental factory.    First     of  
all,   they  started  it because we were very 
badly in need of more and more houses,   and   
the   time factor was  the  most important thing. 
About   14. or one and a quarter crores of rupees  
was  simply     thrown  into it. When it    failed, 
they    made    it an experimental  factory.    So,  
there has been this warning.    In another place I 
saw recently a railway station was being built;  
even the    roof had not been put on; it began to 
crack.    The Chief  Engineer  came     and   
ordered the whole thing to be dismantled.    I do 
not know whether the contractor is going to pay 
for this alteration or the Government is going to 
meet the additional  expenditure     also.    
Whatever it is, I want    this    thing to be 
examined by    the    Government    of India as 
well as by the State Govern- 

ments. I think in this way they can save about 
Rs. 10 crores over our whole gamut of 
developmental expenditure. I want the hon. 
the Finance Minister to develop some 
mechanics, some machinery by which the 
funds that he places at the disposal of the 
States are carefully scrutinised. At present 
they are not being scrutinised. The Govern-
ment of India has become a sort of 
grandmother who is all smiles and mercy, and 
all the grandchildren have a claim, as it were, 
on the grandmother's kindness. We do not 
know how best the money that is placed at the 
disposal of the State Governments is being 
utilised. I do not have any qualms about 
provincial autonomy or anything else. After 
all, the money comes from the masses of this 
country, and so it is the duty of the 
Government of India to see that this money is 
being put to the best possible use. Sir, I have 
done. 

SHRI C. P. PARIKH (Bombay): Mr. Vice-
Chairman, I rise to support the Finance Bill 
and to congratulate the hon. the Finance 
Minister for the achievements that he has 
made in the last two years of his regime. 

SHRI B. GUPTA:  Friendship speaks. 

SHRI C. P. PARIKH: Friendship will also 
be shown in the remarks that I shall later on 
make. 

SHRI B. GUPTA: Finance Minister is 
beloved of them! 

SHRI C. P. PARIKH: The report of the 
National Income Committee shows that our 
national income is increasing by about Rs. 
500 crores every year. In 1948-49 it was Rs. 
8,600 crores. In 1949-50, it was Rs. 9,000 
crores. In 1950-51 it was Rs. 9,500 crores. I 
am sure, Sir, that with the irrigation projects 
which are nearing completion and also the 
ones that are being put under construction, we 
shall in a period of five to ten years 
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double our total income. The Planning 
Commission's estimate that it will double in 
27 years is, I think, a bit conservative. The 
reason for this optimism is that agriculture 
and small enterprises, largely household, are 
contributing Rs. 6,300 crores of the total 
income. As regards large enterprises, they 
contribute Rs. 773 crores only, out of our 
total national income of Rs. 9,500 crores. 

Greater attention should be paid, in my 
opinion, to smaller enterprises because if their 
production increases, the national wealth 
correspondingly increases very fast. It is 
pointed out by many that there will be 
ancillary industries when factory industries 
are there. These are arguments of interested 
people to mislead others. Ancillary industries 
can be there. What are these—Railways, 
Communication.!, Banking and Insurance, 
Commerce and Trade, Government service, 
House property and the rest? Now it will be 
seen that all these ancillary sources of produc-
tion will be available even though ■Jae 
activities are carried on in the house-hold or 
on a cottage scale. Bo the argument that only 
factories will be providing occupation to 
ancillary trades is wrong and I think it is 
loudly voiced by those people who want to 
have the national economy built in their own 
way. 

Next I come to the concessions which the 
Finance Minister has given in the matter of 
soap, footwear and art silk and this shows that 
his mind is open to receiving deputations and 
representations and listening to the grievances 
which are put forward to him and we are glad 
to notice that the cottage and small scale 
industries have received at his hands the 
attention which it ought to have received and 
it means that if proper facts are put before the 
Government, they will listen to them as will 
be seen that the changes that are made 

are or great importance. 1 tor one would like 
to offer some suggestions in respect of the 
other changes in the Budget. First of all the 
excise on cloth is raised by three pies per 
yard. Previously on medium cloth, it was 
three pies per yard. Now medium cloth excise 
will also be six pies per yard. This is the last 
measure in my opinion of supporting the 
handloom industries to the fullest extent and if 
we see the cumulative measures which have 
been adopted for the last 18 months in 
supporting the handloom industries, we will 
be able to see that if Government want to 
develop or encourage any cottage industry, 
they can do it and I can say here that the 
handloom industry is now put on a fully 
competitive basis with the mill industry by the 
various measures taken. It is to be regretted 
however that other industries in the country 
have not received that attention and specially I 
have to point this out because the Planning 
Commission have demarcated twelve 
industries for which protection should be 
given as indicated in Chapter 24 and very 
little has been done in this respect. The 
Deputy Finance Minister was pointing out to 
me as if I was also unaware of the fact that a 
lot has been done in respect of that and his 
figures are before me. In the summary of 
expenditure sanctioned for the various 
industries, the total given is Rs. 583 lakhs and 
it is stated that Rs. 306 lakhs is taken by the 
hand-loom industry alone which has to be 
received from the cess. So the largest cottage 
industry is supported and there is no dispute 
about that. The Khadi industry gets Rs. 197 
lakhs—that is also supported and there is no 
dispute about it because that was done by 
handloom cess. What attention the remaining 
industries have received is material for us. We 
want to see the implementation side as well as 
the non-impje-mentation side and on the non-
implementation side I have to point out that 
the village industries in all 



 

have received    Rs.    21  lakhs.    The 
value of their total production is Rs. 950 
crores out of the national income of Rs. 
9,500 crores. This amount in my opinion 
will be spent in an ornamental way by 
having administrative officers and very 
little will be done for supporting the 
industries in the proper sphere. With 
regard to small scale industries the 
amount is Rs. 33 lakhs. How can so 
many of the small scale industries be 
supported by this amount? That , „      „ _ 
is  difficult  to     understand. 

12  NOON   T ..     .       .. _, 
1 say that the Planning 

Commission's recommendations are very 
clear and the Finance Minister is also a 
Member of it and these recommendations 
were made more than two years ago and 
the recommendations are that the 
industries on cottage scale and small 
scale can be developed by various 
measures and the measures are: ceiling on 
the volume of production on large-scale 
industries. Except the ceiling on 
production on the weaving side of the 
textile industry, no measure has been 
taken in this respect. I think I am aware 
of this more than the Deputy Finance 
Minister when he has made this remark. 
With regard to the reservation of the 
fields of production also, only in the 
handloom industry the reservation is 
made and not in any other industry 
although more than 100 industries can be 
supported. Then cess is also to be levied 
in order that the marketing capacity of the 
cottage and small scale industries may be 
neutralizing the competition from the 
large-scale production. That also is not 
done except in the case of the handloom 
industry. So my point is this, that the 
sooner we realize this fact that the 
recommendations of the Commission are 
implemented the better and we shall then 
be able to achieve the objects we have in 
view, because, as has been pointed out by 
Mr. D. Narayan, there is a lot of 
unemployment in the country and about 
75 per cent, of the population is under-
employed. Now, in order that there 14 
C.S.D. 

may oe iuu employment for all these 
people, we have to adopt measures which 
are necessary in order that everyone in 
the country has a right and has the 
opportunity to work for 8 hours and if he 
has not that, he has every right to grum-
ble against the policy which is laid down 
by the Government. I think our ideas and 
the objectives of the Constitution for 
giving equality of opportunity to 
everyone will be fulfilled, when 
everybody has a right to full 
employment, and has a right to expect 
work for eight hours, and such work can 
be provided mainly by the commercial, 
industrial and financial policy of the 
Government. On the implementation 
side, although the Boards are 
appointed— the Khadi and Village 
Industries Board, the Handicrafts Board 
and the Handloom Board—except the 
Hand-loom Board, the other Boards are 
only just starting to function. Are they 
able to start functioning in a way in 
which we desire them to function? That 
is the main thing. I think they are not 
functioning. These grants etc. were only 
available to them from December 
onwards. Therefore that also is a matter 
to be looked into. 

Now I will go to other points 
mentioned in the various clauses of the 
Finance Bill. The first is as regards the 
definition of fine cloth. Fine cloth is 
defined in the Finance Bill as follows: 

"Cloth in which the count ol warp 
yarn is 35s or finer but does not 
exceed 47s." 

Now the definition of "fine" is adapted 
from the Tariff Board Report which was 
made for calculation of prices by the 
Textile Commissioner. When this 
definition existed, there was a difference 
made between cloth made of Indian 
cotton and cloth made out of foreign 
cotton. But the mills are now evading 
this duty on fine cloth    which is to the 
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yard by spinning a little lower count and 
making the texture of the cloth very 
nearly the same. They are at liberty to 
spin 32 counts without anybody's per-
mission and they can do it out of foreign 
cotton and pay the duty of 0-0-6 instead 
of 0-1-6. That I think should not be 
allowed to be done for reasons which I 
will mention. 

Another thing is that the Textile 
Commissioner is also giving exemptions 
to cloth manufactured in 34 counts 
instead of 36. You will see that the 
difference is not there. If one makes the 
cloth of 36 counts warp and 38 weft, he 
can easily make the same texture of cloth 
from 34 warp and 40 weft. 

[MR. DEPUTY CHAIRMAN in the Chair.] 

There is no difference, after all and 
nobody will be able to say which is 
which. And what is the duty lost to the 
State by this divergence? The amount is 
indeed great. The divergence, in my 
opinion, runs to about 200 million yards 
and the duty realised, at the rate of 1 anna 
on this count will amount to Rs. 1*25 
crores. Then again, the duty on cloth 
made out of foreign cotton is necessary in 
order that the growth of indigenous Indian 
cotton may be encouraged, in order that 
cloth made out of Indian cotton which is 
every year being produced of longer and 
longer staple, may be encouraged. So I 
would*say that whatever the count of the 
cloth may be, if it is made out of foreign 
cotton, the minimum duty should be 1 
anna 6 pies and the maximum duty on 
cloth made out of Indian cotton, whatever 
may be the count of the cloth, whether it 
be 36 or 38 or 50, should be 6 pies per 
yard which is the duty on medium cloth. 
In that way the growth of Indian cotton of 
the long staple variety will receive due 
encouragement; and encouragement that 
It requires. At present Indian cotton   of   
this   type   is   grown   to 

the extent of about 50,000 bales and it is 
competing with even foreign cotton. 
Should we not protect this growth by a 
differential duty of 1 anna per yard which 
can easily be enforced by a change in the 
definition? There are great possibilities of 
encouraging this production of long-staple 
cotton in India and increasing it from 
50,000 bales to about 2,50,000 bales in 
the next two or three years, because 
irrigation facilities are being increased. 
The prices that the agriculturists have 
received this season for some Indian 
cotton come to about Rs. 1,500 per candy 
which is equivalent to the price of foreign 
cotton. Therefore, if the Finance Minister 
gives this much encouragement for the 
production of better variety of cotton, then 
in the course of the next two or three 
years, it will reach the figure of 2,50,000 
bales. Therefore I say the duty should be 6 
pies per yard instead of 1 anna 6 pies 
which is sought to be levied by the 
present definition. Therefore I suggest 
there should be a change in the definition 
of fine cloth. Fine cloth should be defined 
as cloth which is not superfine as set out 
in clause 12(1) and cloth which is made 
out of foreign cotton whether with 
admixture of Indian cotton or not. I know 
difficulties will be advanced. It will be 
argued that there will be administrative 
difficulties. But I say wherever foreign 
cotton is used to the extent of more than 
25 per cent, with Indian admixture, the 
cloth should have a duty of 1 anna 6 pies. 
That will meet the situation. 

Now I come to my next point and that 
is about the excise duty on superfine 
cloth. That is sought to be raised to 2 
annas 6 pies per yard. This duty on 
superfine cloth was on the basis of 20 per 
cent, ad valorem, in the year 1952-53. 
That rate was changed in March 1953 
into a specific duty of 3 annas 3 pies, 
although the proper duty should have 
been 4 annas if we calculate it at 20 per 
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cent, because superfine cloth on an 
average costs Rs. 1-4-0 per yard and 20 
per cent, of that would come to 4 annas 
and not 3 annas 3 pies. But by some 
miscalculation the duty was put down as 
.3 annas 3 pies per yard. But that was not 
enough. In October, there was a glut in 
the market of superfine cloth and so the 
excise duty was reduced to 2 annas per 
yard. There also, in my opinion, some 
mistake occurred, owing to some people 
interested in it having manipulated the 
figures that were presented to the 
Finance Minister. 

SHRI B. GUPTA: Could the hon. 
Member enlighten us about that mani-
pulation? 

SHRI C. P. PARIKH: That mani-
pulation it will be useless to explain, but 
the main position is this. The total 
production of superfine cloth in the 
country is only 7 per cent, of the total 
production. How could that 7 per cent, 
create accumulation in October? And 
another point which my hon. friend Shri 
Bhupesh Gupta might understand is that 
the mills producing superfine cloth are 
making the maximum profit in the 
country. 

SHRI B. GUPTA:  That is true. 

SHRI C. P. PARIKH: Therefore, this 
concession of reducing the duty should 
not have been given. Whether the 
manipulation was there, that you will be 
able to understand. 

Well, Sir, this was not enough. The 
import duty was abolished. That was 
done in February by this Budget and 
instead, an excise duty of 6 pies on 
superfine and 3 pies on fine cloth was 
raised. This was in place of the abolition 
of the import duty. But that was a good 
opportunity to raise it to a proper level on 
those mills earning large profits and these 
consumers who buy superfine cloth could 
have been made to pay something, to 
contribute to the revenues. That is my 
whole point. 

The next question I come to is the one 
of indirect taxes which the hon. Member 
Shri Ghose raised. Now, what are these 
indirect taxes? Indirect taxes are derived 
from export duties, import duties, excise 
duties and cesses. I feel that the hon. 
Member who made this point, missed the 
whole structure of the taxation obtaining 
in this country. Let us not consider the 
proportion of the direct taxation to that of 
indirect taxation. First of all, let us see 
whether the direct taxes are at a proper 
level or not. The Taxation Enquiry 
Commission is sitting and, therefore, it is 
premature to pass judgment on that. I am 
myself submitting a memorandum to the 
Commission and a copy of it I will send 
to the Members and it will deal with the 
changes that are required to be made, and 
how more revenue could be had from 
direct taxes without crippling initiative or 
capital formation. Therefore, in my 
opinion, the Finance Minister was quite 
right in not touching the direct taxes till 
the report of the Commission was before 
him. They will come to their conclusions 
after various representations are made to 
them by the concerns who pay as well as 
by those interests and political parties 
who desire to receive more and more 
from direct taxes. 

SHRI B. GUPTA: Again reverted to 
friendship. 

SHRI C. P. PARIKH: Then as re"-gards 
customs duties, during the last three 
years, there has been a steep rise, in some 
cases of as much as 66 per cent, and the 
revenue that could be derived from 
customs duty has been raised to the 
maximum extent, indigenous industries 
need protection in full, and therefore in 
my opinion, the ratio or rate of the 
customs duty has now to be examined. 
Who pays it or on whom does the burden 
of this customs duty fall? The goods 
whose costs of production or con-
sumption are affected by these customs  
duties are mostly     bought by 
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the higher income groups and there-   , fore in 
my opinion, the incidence of this duty falls on 
the higher income groups   and  not  the   lower      
income groups. 

The second point is about the export duty. 
Export duties are levied in order that the 
exporters do not make an unreasonable 
margin of profit owing to the position of inter-
national prices, owing to the cheap production 
cost in our country. So that duty is dependent 
on the international structure of prices, on 
prices prevailing in foreign markets. There-
fore, I would say, that does not fall on the 
lower income groups. 

The third instance of indirect taxation is the 
Union excise duty, and truly enough, that falls 
on the consumers and some of these may fall 
on the lower income groups. But let us see 
what taxes fall on the lower income groups. 
On the lower income groups, in my opinion, 
only three taxes fall. One is the tax on 
kerosene which is only Rs. 25 lakhs in our 
revenue, and that is very small. Then comes 
the duty on matches and that gives a sum of 
Rs. 9 crores and that is big enough. But that is 
levied for the reason that we must protect 
smaller industries —to that I will come later 
on. Then there is tax on tobacco which is Rs. 
35 crores. And that is big enough. But I think 
those who smoke or indulge in costly smokes 
must be paying this tax and therefore it does 
not fall on the lower income groups, in my 
opinion. 

Then comes the tax on sugar and this also 
does not fall on the lower income groups 
because they can use gur instead of sugar and 
they are using it. 

SHRI B. GUPTA: What is your idea of a 
lower income group? 

SHRI C..P. PARIKH: Those families whose 
income     is  Rs. 800     and 

who are unable to keep their body and soul 
together. First of all, it is our duty to see that 
within our limited resources goods are not 
taxed for those people who are already suffer-
ing. For people drawing Rs. 2,000 or Rs. 
3,000 or Rs. 5,000 the duty should be a little 
more and I think they should pay according to 
the articles of their consumption. 

SHRI B. GUPTA: Do you honestly believe 
that the tax on sugar does not fall on the 
consumers? 

SHRI C. P. PARIKH: That is a matter of 
opinion, Sir. It falls on middle income groups. 
Now, with regard to tea, it is Rs. 3,50,00,000 
and on cotton cloth it is Rs. 20 crores. The 
excise duty on cotton cloth is mainly to 
support the handloom industry and, therefore, 
it will not be objected to. I think those who 
argue that indirect taxes are high, are also 
advocating that the cottage industries should 
be started and if excise duty is levied for 
supporting them, I think they will have no 
objection. The present indirect taxation is 
such that it is mainly felt by those who can 
bear or who want to increase their 
consumption beyond a certain limit of 
minimum requirements. 

SHRI B. GUPTA: People are^ living on 
under-consumption. 

SHRI C. P. PARIKH: It will take some time 
for them to come to your 
standard. 

SHRI B. GUPTA: They are living on under-
consumption according to the pre-war 
standards. 

SHRI C. P. PARIKH: Now, Sir, I will come 
to the changes which are made on the excise 
duties on footwear, soap, etc. As I have 
already pointed out, Sir, we are glad of the 
changes that he has made but one more 
change is necessary in the levy of these excise 
duties, in my opinion. 
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First of all, by this uniform levy of excise 
duty on various small and large industries 
alike, I think, Sir, the Finance Minister has 
again to reconsider the incidence of these 
duties on the smaller units existing in the 
country. With regard to soap, one factory 
alone is supplying the requirements of the 
country to the extent of 70 per cent, of the 
requirements and there are 185 concerns in 
the country which supply the remaining 30 
per cent, although their installed capacity is 
100 per cent. Therefore, one concern is 
supplying this quantity and the others are 
starving. In this competition, even the concern 
belonging to the Tatas whose management is 
considered otherwise efficient, capable and 
quite modern, is suffering very much from the 
competition of the bigger concern and that 
bigger concern is the concern of Lever Bros. 

Now, Sir, with regard to footwear also, the 
Bata Shoe Factory has the maximum 
production in the country and 85 other 
factories which are producing on the same 
basis will have to pay the same excise duty. 
This, in my opinion, is not correct. I may 
express the same opinion about artificial silk 
factories; there are factories with 100 looms, 
200 looms, 300 looms in the country and 
there are also factories with fifty or sixty 
looms. My point is that there should be 
differentiation made in the levy of excise duty 
according to the volume of production of each 
factory. That is the main thing. In the match 
industry there is this differentiation in the rate 
of excise duty according to the grades and 
volume of production. Five grades are 
assigned according to the volume of produc-
tion of each unit and according to the grade in 
which production is made the highest grade 
bears the highest rate of duty. I think, Sir, this 
system should be followed in the case of 
levying of all excise duty in order that the 
smaller units are not crushed by the larger 
units.   We 

want the large units, the small units and the 
cottage scale units to exist in the country and 
in a way that the present system is not 
disturbed or dislocated. Therefore, my 
suggestion is that whatever duty is to be borne 
by the large units, the small unit in that 
industry should bear half the duty and the 
cottage scale units must be entirely exempt 
from taxation. That must be the principle of 
levying excise duties. 

I have to say, Sir, that the levy of excise 
duties is not correct on goods which are 
essential for the consumption of lower 
income groups. We should levy a cess instead 
of this duty because the cesses can be 
diverted for supporting the corresponding 
units carried on on a cottage scale. A cess is 
levied on mill made cloth and the proceeds 
from this cess are given to the handloom 
industry and latitude is also given that 
subsidy to the extent of nine pies to one and a 
half anna can be given on the scale of 
handloom cloth. Some such principle is 
necessary if we want to make articles of 
consumption of the lower income groups 
cheaper. 

Deficit financing which is to be resorted to 
and for which the Finance Minister has gone 
wisely to the extent of Rs. 700 crores deserves 
consideration. Let us first of all consider our 
public debt. The public debt today is to the 
extent of Rs. 2,200 crores and our assets are 
to the extent of Rs. 2,500 crores. Similarly, 
Sir, our interest bearing obligations are to the 
extent of Rs. 3,000 crores and our interest 
yielding assets are Rs. 2,300 crores and the 
difference is only Rs. 700 crores and so, our 
financial position is very sound. I think, Sir, 
that our economy and our finances are in the 
best position that we desire and we can resort 
very well to deficit financing of Rs. 700 
crores especially when the State Budgets and 
the Central Budget together exceed Rs. 700 
crores. We can, therefore, resort to this deficit 
financing but with one assurance  that  the  
Finance  Minister 
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we can amply rely because he has the capacity 
to see to these things as he has done in the last 
few years. The index figure should not be 
allowed to rise and, I have to point out, Sir, 
that the wholesale price index is a little 
different from the working class cost of living 
index which is prepared by the various States 
and this is most important. He should, In my 
opinion, see that those articles Which are in 
the working class cost of living index do not 
go up" in price because the lower income 
groups should not be oppressed; they have 
been oppressed sufficiently in the past and 
even a small burden will kill them. The 
attempt, therefore, should be on the contrary to 
reduce the index figure by fifty points and 
bring it to the 1946 or 1947 figures. If the 
wholesale price index remains stationary it 
does not matter but what is material is that 
working class living index should be brought 
down. 

SHRI B. GUPTA: You are suggesting 
deficit financing and indirect taxation and at 
the same time you are also suggesting that he 
should bring down the prices of these com-
modities. How do you reconcile all these 
things? 

SHRI K. S. HEGDE: Learn a little more of 
economics. It would be possible. 

SHRI C. P. PARIKH: Mr. Gupta will have 
to study economic factors in order to 
understand these things and he will have to 
change his mentality also for understanding 
these factors. 

Now, Sir, lastly, I will come to one small-
point about the export and import trade, to 
which the hon. Mr. Ranga referred. I think, 
Sir, our import trade is well regulated and if 
the duties are raised to an extent so that we 
imported only limited quantities, a simple 
system of  licensing will only be necessary. 

Practically if the duties are raised to ah 
adequate level, no licensing system may in 
future be necessary. I will request the Finance 
Minister and the Commerce Minister to look 
into the fact and to raise the duties to a 
sufficient level by which the cumbersome 
licensing system may be done away with. 

I how come to export duties. It is most 
material for our country and we have to pay 
great attention to it. We have to maintain our 
export targets in any case because that will be 
our wealth and if our production is increasing 
some increase will have to go to the other 
countries. The principal commodities are jute, 
cotton, tea, coarse and medium cloth. These 
are the principal commodities of export from 
which we also earn revenue. 

With regard to jute, the present system of 
working forty-two hours in a week should be 
done away with at the earliest possible 
moment; there has been a combine in order 
that all the mills may work and they have 
agreed to work forty-two hours a week. The 
result has been that we have given away our 
markets to the competitors in Dundee and on 
the Continent by this suicidal policy of 
combining together and working only for 
forty-two hours in a week instead of forty-
eight hours. Sir, I pressed this problem upon 
one of the millowners and he is now prepared 
to work for forty-eight hours; the other 
members of the Association also should be 
compelled, in my opinion, to work for forty-
eight hours and, ultimately, to work for 
ninety-six hours in a week. I also understand 
the repercussions of that policy. What will 
happen, Sir, is that some units will go out of 
production and they should go out of 
production if they are not renovating their 
machinery. 

We must have no sympathy for them 
because  the     jute   industry  is 
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our biggest export industry, and all those 
mills which are not complying with 
'these conditions of work, namely 96 
hours and work by modernised 
machinery, should go out of existence, if 
necessary, because we cannot further 
afford to lose our jute markets. 

Further, Sir, a suggestion has been 
made about the unemployment that may 
result on account of the closure of those 
jute mills which are on the marginal line 
and the cases of those workers who will 
be unemployed on account of such 
closure should certainly deserve our 
attention. What I mean to say is that 
those units which want to work double 
shift must be compelled to absorb them 
so that no worker in the jute industry is 
unemployed on account of such closure. 
They must be taken by the mills that 
want to work longer hours. So 
automatically adjustment will take place 
in the industry and maximum production 
could be attained. Not only that; we will 
be able to compete with the jute industry 
of other countries and maintain our 
market without any further fall. 

Then, Sir, the proposal is also made by 
Mr. Ranga that there must be state 
trading. Sir, that proposal should not be 
hurriedly put through unless we have 
tried other experiments. We must fix 
targets and allow the industry to carry on 
and see whether they attain these targets 
or not, and if they do not attain these 
targets then there should be state trading. 
In case of jute we must start state trading 
also in order that we might not lose the 
markets that we have established in the 
past. By suggesting this state trading I do 
not mean to suggest that we should trade 
through our administrative system as that 
may bring us again into difficulty, but we 
must employ the channel of commission 
agents who will be prepared to undertake 
the work on 2£ to 5 per cent, commission 
on sales and the Tariff Board 

iormuia snouia oe appnea to ac 
quire the goods from the mills at 
the Tariff Board rates. I under- 
stand that during 1943 to 1945 the 
textile industry was made to give 
20 per cent, of its production to the 
State at cost price. Similarly some 
measures may be adopted in order 
that, without nationalising the jute 
industry or without going into state 
trading      through administrative 
channels, sales can be made with 
minimum profits. 

These are the main suggestions which 
I have to make to the hon. the Finance 
Minister for his consideration and I am 
sure, Sir, from the way in which he has 
been handling the finances of the Union 
in the last two years and has brought 
confidence not only in the minds of those 
who are engaged in industry, commerce 
or trade but also in those engaged in 
social welfare activities, that his heart 
and his hands are wide enough to do 
good to the country and to the 
countrymen and I hope, Sir, that he will 
give his consideration to the suggestions 
that I have made. With these words, Sir, 
I again support the Finance Bill. 

SHRI MAITHILISHARAN GUPTA 
(Nominated): 
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[For English translation, see Appendix 
VII, Annexure No. 212.] 

DR. RADHA KUMUD MOOKERJI 
(Nominated): Sir, I do not at this stage 
like to say much as most of my points 
have already been put forward by so 
many speakers preceding me. I should, 
however, like to place a very small point 
before the Finance Minister and that is 
with reference to the estate duty. As the 
Finance Minister knows, he   has fix- 

ed the taxation limit for individuals at Rs. 
4,200 per annum net income. I should 
like to request him to see whether the 
same principle of taxation may not be 
applied in the sphere of estate duty too, 
that is to say, according to my proposal, 
the limit of taxation should be the same in 
both the sphere of individual taxation and 
also in the sphere of estate duty and 
making the necessary calculation I find 
that in the sphere of estate duty the 
taxation limit should be raised to about 
Rs. 1,50,000 in which case only it will 
yield an annual net income of Rs. 4,200. 
An individual is not subject to income-tax 
if his net income does not exceed Rs. 
4,200. I think when the Government is 
applying a particular principle in the 
sphere of individual taxation it should 
abide by the same principle in the case of 
the other sphere of estate duty. So this is 
my humble suggestion. I do not know on 
what principle these taxation limits are 
fixed. If on the basis of some calculations 
there is the limit fixed at Rs. 4,200 of net 
income in the sphere of individual 
income-tax, I think, for sheer consistency 
of principle, the Government should not 
set up any other principle of calculation 
in fixing the taxation limit in the sphere 
of estate duty. Of course I advocate no 
kind of economic theories based on 
socialism or communism but I am simply 
saying this for the sake of consistency of 
principles. When the Government has 
committed itself to one principle in the 
sphere of individual income-tax, I should 
think that the same principle should be 
applied in the other sphere of taxation. 

Now as regards the general effects of 
the Finance Bill I have nothing much to 
say as the structure of taxation is at 
present undergoing a complete scientific 
re-examination at the hands of the 
Taxation Commission. I think that the 
primary criterion to be applied in the 
matter of tax is to see to what extent it 
acts as     an 
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incentive to production, for after i all the 
whole economic life of the country 
depends upon the impetus given to 
production and whether the standards of 
production compare favourably with those 
reached in other countries of the world, 
and I think that perhaps there are certain 
proposals of taxation which may depress 
the industry and which may not at all 
conduce to the formation of capital. 

In fact the Reserve Bank of India has 
reported that the main source from which 
capital for industrial investments has to 
come, namely, the middle class people, 
has been affected. Their income has been 
very much affected by the cost of living 
and therefore that source from which 
capital can come is drying up. I do not 
know whether these proposals for 
taxation really will have the effect of 
increasing the formation of capital on 
which depends the problem of industrial 
expansion. This is only a general 
proposition and this is not the occasion 
on which I can advance arguments on 
that. 

In conclusion, I wish to make a present 
of one fact to this House and that is this. 
The U. K. system of budgeting and 
taxation has been able to provide for an 
expenditure of Rs. 340 crores for 
education and that for a population which 
is only one-sixth of India's population. I 
want to judge the effects of the financial 
system with reference to the actual 
condition of the country—whether it is 
getting poorer or richer. Now, what is the 
basis on which U.K. is capable of 
performing these financial miracles? How 
has she been able to earmark even for 
education a sum of Rs. 340 crores? And 
then why and how is this large 
expenditure voted for education? As I 
explained the other day, it is for the sake 
of one principle, namely, that they think 
that national planning means planning for 
the  education     of     the     population. 

Without a proper and effective system of 
education, planning will have no effect. 
So they go to the root of the problem of 
national planning. They realise that 
education is the most important problem 
for improving the nation and therefore 
they are trying to build the character of 
the people so that these trained people 
may be relied upon to build up the 
prosperity of the country. So these are the 
factors which will require your 
immediate attention. What is that 
budgetary system by which so much 
revenue has been secured in that country 
of such a small size and what is the 
system which is responsible for the 
performance of these financial miracles? 
An expenditure of Rs. 340 crores on 
education alone against our appropriation 
of Rs. 12 crores makes it appear to us as 
a miracle. Even taking into account the 
State educational budgets, I do not think 
the total amount will exceed Rs. 30 or 
Rs. 40 crores. 

SHRI C. D. DESHMUKH: Is the hon. 
Member drawing attention to the higher 
national income in Great Britain or is he 
drawing attention to the higher 
percentage of the total budget spent on 
education? There seems to be some 
confusion because sometimes he refers to 
percentage and sometimes he refers 
merely to the absolute figure of Rs. 340 
crores which is out of, as far as I know, a 
total Budget of may be Rs. 6,000 crores. 

DR. RADHA KUMUD MOOKERJI: I 
rather think that the proof of the pudding 
lies in the eating. I want to find out how 
our country is really prospering under the 
financial schemes and so I thought that 
the best example for me to take was that 
of U.K. in the sphere of education. I wish 
the Finance Minister would examine his 
own proposals, on which we have only to 
offer suggestions, in the light of the main 
principle whether all these taxation 
proposals will really operate as an 
incentive to growth  of  production  and  
industrial 
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expansion or whether    they    would act 
as a deterrent to the formation of capital 
upon which    depends the industrial 
future of the country. 

SHRI S. N. DWIVEDY (Orissa): Mr. 
Deputy Chairman, the Bill under 
discussion repeats the same old story —
protecting the rich, taxing the poor. As I 
said, this is nothing new. The Finance 
Minister himself has declared in this 
House that he belongs to the orthodox 
school of economics. The Government 
also in its practice, not in profession, has 
shown in the course of the last few years 
that in this country it does not want to 
disturb the present order of society. Sir, I 
would not have raised this point now if 
this simple thing had been admitted by 
the Government but they profess 
something and in actual practice they do 
something else. Take the new taxation. 
This is no new point that I am making 
because members of the Congress Party, 
many of whom have already taken part in 
this debate, have pointed out that the 
Finance Minister has lost no opportunity 
to tax the poor. The House would have 
been much more benefited if the Finance 
Minister could have given us facts, if he 
could have shown us that during the 
course of the last so many years that he 
has been occupying the Finance Ministry, 
he has taken such action as has improved 
the conditions of the people. I think he 
has tried to evade this point because he is 
on the wrong side. If facts were to be 
shown it would clearly convince anybody 
in this country that the poorer sections of 
the people are in a miserable condition. 
When a question was put to the Finance 
Minister in the other House by a 
Member, "Why do you tax the poorer 
sections without awaiting the findings of 
the Taxation Enquiry Commission?" He 
is reported to have said that he wants that 
the poorer sections should be the 
shareholders in India Limited.       Sir,     
he wants 

them to be shareholders without getting 
any dividend. The dividend, if any, 
would always go to the richer classes. 

It is not that the poor people in this 
country do not want to contribute to or 
augment the finances of this country. 
After all, in a democratic set-up the State 
is theirs. They want to supplement the 
revenue by whatever possible sources 
they can, but what has been done to 
improve their condition? Who are the 
people today who can really help in im-
proving the economic situation of this 
country? It is only the agriculturists who 
can do that. This has been admitted in the 
Plan, but if you look at the conditions of 
the agriculturists today, you find that they 
are in a miserable and hopeless condition. 
I would only cite one instance here. 

Take the jute crop. We wanted to be 
self-sufficient in jute but we have not 
reached the target. The fact remains, and 
it has been admitted in the official 
Reports also, that there has been a 
decrease in the acreage of jute 
cultivation. Why is it so? Is it because 
our agriculturists do not want to have 
more acres of land for jute cultivation 
which would fetch them more money, or 
is it because we have reached the target? 
Nothing of the kind. The prices of jute 
were reduced at a time when the products 
were ready for the market, when the poor 
peasant had put in all that he had in 
producing jute. The Government did not 
give him any relief. I do not know 
whether at least after this Report, the 
Government is paying any attention to 
this problem. Even today there is a 
definite trend towards reduction in the 
prices of agricultural products. Why not 
fix a minimum price? 

Sir, in this situation how can you hope 
that the people would contribute to the 
income of this country? Not only that; 
there is no security in the 
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land also. The Planning Commission after a 
great deal of hesitation accepted that there 
must be a ceiling on land holdings. It said that 
before the end of 1953 a census should be 
taken regarding land holdings in the country, 
but, as you know, the other day I put a 
question to the Ministry here asking whether 
that census had been completed before the 
end of 1953. The reply was, it is not so. A 
circular has been sent to the States only in the 
middle of March 1954, that is, after the notice 
of the question was given by me the Minister 
thought that it would be awkward to reply to 
the question, and he has issued a circular and 
that too after the period is over. That is the ex-
tent of Government's sincerity and that is how 
they want to improve the lot of the 
agriculturists of the country. There is no 
sincerity in their action; this is only a face-
saving plea and nothing else. Declare once 
and for all as to what the Government propose 
to do. 

Sir, I shall cite another instance. People 
will certainly contribute if they know that the 
Government is their own, that the State is 
their own and then they will only be too glad 
to add to the revenues of the State. The 
Finance Minister would perhaps admit that in 
many cases money has lapsed, money which 
was provided for the States has not been 
spent. I do not know what positive steps are 
being taken to stop this; but the fact remains 
that in the States where money has been pro-
vided for expenses of minor irrigation 
projects or development projects which 
would ultimately benefit the poor, that money 
has not been spent. How can the Government 
expect the agriculturists to give money? 

I will give another instance. Stories of 
wastage are often heard in this House. Today, 
in the course of reply to the debate on the 
Appropriation Bill, the hon. the    Deputy    
Finance 

Minister was giving us a list of how much 
amount Government have provided for the 
improvement of the conditions of the 
scheduled tribes and scheduled castes. Very 
recently, Government have provided money 
for propaganda in favour of the removal of 
untouchability. They have allotted certain 
amounts to different States. I can give the 
Finance Minister only one instance of how 
this money is spent to rehabilitate the 
Congress Party workers. | Let him investigate 
this matter and tell me if I am wrong; let him 
take action and declare in this House. The 
case is this. The Government of Orissa was 
allotted Rs. 3 lakhs for propaganda for the 
removal of untouchability. Neither the 
Government nor the Congress Party in Orissa 
had anything to do with the removal of 
untouchability before. There was no 
propaganda before this. But as soon as this 
money was received, the Congress Members 
got together and with some other friends 
revived a Committee. They got another three 
lakhs of rupees from Orissa Government. One 
Minister was made the head of this 
Committee. And, this amount of six lakhs of 
rupees is being spent in the constituencies 
where the position of the Congress is weak. 
They went to every Hari-jan quarter and told 
him what has been done, this and that. Mind 
you, they have appointed 282 workers. I 
would like to know how many of them were 
previously engaged on this work. Due to 
criticism in the Orissa Assembly, posts of 
non-official publicity workers who were 
mostly Congressmen were abolished. Now 
most of them have been re-employed for this 
work. The Servants of India Society which is 
known to be a social organisation in the 
country was neglected; I know well-known 
Harijan workers offered to associate 
themselves in this work but they have been 
prevented. It is a part of India's development 
programme that the Finance Minister had 
referred to. But these amounts given to    the    
States    are 
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way. These are things which the common 
people of this country cannot forget or forgive 
however much he may be asked to make more 
and more sacrifices. Government may ask 
them for more rupees but do not trick them, 
do not deceive them like this; do not utilise 
the Government machinery for party 
purposes. It is said that India is experimenting 
in democracy, but by such actions democracy 
has become a  farce,  a mockery. 

I would also like to point out to the Finance 
Minister whether it is proper for him to collect 
a sum of nearly Rs. 12 crores from the people 
of lower income groups? With the relief he 
has announced, the total would be even less 
than that. Friends here have already asked him 
to explore other sources of revenue. Is there 
anything in this country that we can't do? 
Can't we put a ceiling on the income of 
persons either in the services or outside? Is it 
too much for us to ask that Rs. 2,000 per 
month should be fixed as the ceiling in the 
matter of salary and for all incomes? When 
this question was put to the Finance Minister 
some time back as to why he could not 
remove the disparity of pay in the services he 
showed us a figure that by this he would get 
only a sum of Rs. 2 crores. He asked, "How 
does it help me by getting merely Rs. 2 
crores?" But I put it to him: "Without taxing 
soap, footwear, betel-nut and other things, is it 
not far better that we get Rs. 2 crores from this 
source and at the same time create a 
psychological atmosphere where people would 
feel—'here is a move in the right direction and 
we have to play our part'". If the Government 
or the Congress Party is sincere and wishes to 
do really something for the people, the poorer 
sections of the people, and when you shed 
tears for these people, why not scrap privy 
purses which would give more than  five     
crores.    But  the  fact    is 

that they do not want to do this. They profess 
something; work in a different manner. They 
do not want to touch the rich; as a friend of 
the rich the Finance Minister wants to save 
them at all costs. That is why it is a failure. 
That is why after three years of the Plan 
period we have been faced with 
unemployment; we find the condition of the 
people deteriorating day by day and the limit 
is reached. The Finance Minister has hit the 
poor very hard. Mind you, they cannot tolerate 
it for all time to come. There will be a social 
revolution when they will begin to hit back; 
and when they hit back it is not possible to 
check it; there will be no peace; it will sweep 
away the Government and all others who are 
indifferent to the lot of the people. 

SHRI  KANHAIYALAL  D.   VAIDYA 
(Madhya Bharat): 
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MR. DEPUTY CHAIRMAN:   Please 
speak on the Finance Bill.    Post card has 
nothing to do with the Finance  
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MR. DEPUTY CHAIRMAN: Please wind 

up. It is time. Please finish your speech. 

SHRI KANHAIYALAL D. VAIDYA: All 
right, thank you. 

[For English translation, see Appendix 
VII, Annexure No. 213.] 

MR. DEPUTY CHAIRMAN: The House 
stands adjourned till 8-15 on Monday 
morning. 

The Council then adjourned till a 
quarter past eight of the '•lock on 
Monday, the 26th April 1954, 


