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LOK SABHA DEBATES 

LOK SABHA 

---
Saturday, Alarch 16, 1985/ 
Phu/guna ~5, 1906 (Saka) 

---' 
The Lok Sabha met at 5 p.m . . 

[MR. SPEAKER in the Chair] 

---
GENERAL BUDGET. 1985-86 

[ English] 

MR. SPEAKER: The hon. Finance 

Minister. 

THE MINISTER OF FINANCE 
AND COMMERCE AND SUPPLY 
(SHRI VISHWANATH PRATAP 
SINGH): Sir .. 

I deem it a great privilege to pre­
sent the first Budget of the. new Govern­
ment. 

2. I am conscioUS of the fact that 
the tremendou responsibility tha t has 
devolv d OD us at this cri tical juncture 
arises not oaly from the office that we 
hold but more so from the immense 
tru t that . tbe people have reposed in us. 
We pledge all our endeavour to justify 
thi trust of the common man. 

3. I am reminded of the words of 
our beloved departed leader, the late 
Prime Minist r 8mt. Indira Gandhi i 

"No section of our vast and diverse 
population should feel forgotten. Th ir 
neglect i our collective lQ s. It 

We can no longer hear her voice but her 
words will live with us. In the task of 
nation-building, she spared herself no 
painnot even the pain of death. She 
ha left us a legacy signed in her own 
blood; a legacy to preserve this country 
and keep .it moving ahead. To thi 
cause of hers we rededicate ourselves. 

4. The Economic Survey. which 
has been presented to the House, deal 
with economic developments in the 
current year ih detail. 1 shall, there­
fore, touch upon only a few salient 
features of the current economic situa. 
tion. 

5. The overall growth in national 
income in 1984-85 is anticipated to be 
of the order of 4 per cent on top of 7.4 
per cent recorded in the previous year. 
Food production in 1983-84 turned out 
to be ev n better than what was antici· 
pa ted at this time last year. Output of 
foodgrains reached 151.5 million tonnes 
from the level of about 130 million 
tonnes in 1982-83. Agricultural growtt:i 
in 1983.84 w.as 13 .6 per cent, In 1984 .. 
85, food production · i likely to be 
around the record le.vel achieved in the 
previous' year. Indistrial production 
al 0 recorved during the year and, acc­
ording to present inducations, it may 
show a growth rate of about 7 per cent 
in 1984-85. For the Sixth Plan as a 
whole, however, the growth rate in 
industry is likely to average about 6 per 
cent, which is below the Plan target. 

. 6: The major infrastructure iectors 
per'fo~med reasonably well in . 1984.8S • 
Power generation during the period 
April-Decelnber 1984 was 13.5 per cent 
higher than in the same period of th 
previous year, as compared with an 
increase of 7 6 per c nt in 1983~84 Coal 
production increased by 6.9 per cent 
during Apri I-December 1984 compar d 
with 5.8 per cent in 1983-84. Freight 
movement by rail, which had stagnated 
in 1983-84. picked up in the current 
year with a mode t growth of 3.2 per 
cent in the fir t nine month. 

7. OUf balance of payment situa­
tion during the year was comfortable 
with a ' net accretion in r.eserves of 
about Rs. 547 crOte upto end - January 
1985. Although a part of the increase 
in rupee terms is becau e of the streD,-
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thening of the U.S. doller, it i hear-
t niog that the improvement in the 
balance of payments situation wHn sed 
in 1983-84 was sustained during the 
current year. Trade data. available 
upto Nov mber, 1984, how an increase 
i" exports by 23 per cent and that in 
imp rts by 14 per cent ov.er the corres.. , 
ponding period of the previous year. 
Tr d deficit, Qn provisional basis, is 
estimated at Rs. 3016 cror in the 
current year upto Novemb r as compa­
red with R . 3080 crores in the previous 
year, It will be r called that the 
Governm~nt had voluntarily terminated 
the Internationa l Monetary Fuod arnm­
gemeQt with effe t from 1st May, 1984 
after drawing only Specia l Drawing 
Right ~.9 bi·I1ion out of Special 
Drawing R ights 5 billion available 
under the Joan &rrangement. That we 

I 

have b n ble to do so is a testimony 
tour ound financi I management 
dllr~n a period when the external envi. 
r~nment has been highly unfavourable. 

8. The rate of inflation which was 
c using concern towards the end of the 
last year, could b effectively contained 
by the impl mentation of various anti­
inr ation ry mea ure , including curbs 
on expenditur , coupled with an imagi­
native suppl} management and qmely 
imports. We also, of course, had the 
benefit of two succe sive good crop. 
Thu, the annual rate of inflation in 
whole ale prices on 23rd February. 1985 
w 5.2 p rent a compared with ]00 
p r cent at the saYle time Jast year. 
The consumer price index has also 
~own an increase of only 4.4 per cent 

i'1 J nuary 1985 over the level 12 
months ago as compared with an inc­
rea of 13.7 per cent in the corres­
ponding period of the previous year. 

9. On the whole, therefore, the 
ecoQomy is functioning weJl. That the 
country has b eo able to en ke a11 thi , 
progress within a d mocra tic framework 
i no mean achievement. In a coun try 
where a large p oportion of th popu­
lation is below the poverty line, to have 
rai cd th necessary reasource for its 
development without materi~1 external 
help and yet to have presetv d the 

, 

banot.box is a tribute ,to the sagacity of 
the pOlitjcal leadership of the country. 

10. How ver, . we . ; hould not be 
lull d into a fal e sense' of complacency 
as tne task ahead is arduous. I would 
not like to sh re with the Hon'ble 
Memb~r my preception of the chalJenges 
that we face and the Government's 
respon e to meeting them . . 

11. As we enter the Seventh Plao, 
the rea .. ource con trainl has become 
acute, both at the Centre, and the 
States. The basic probJem is that our 
non-Plan expenditure has been increa­
sing at a rate substantially faster than 
the growth of current r venues. As a 
result, budgetary rea ources fot the ·Plan 
have been everely eroded. Defence, 
interest payment, and fo d aod ~ rlHi­
ser sub idies nOw account for nearly 70 
per cent of the non-Plan revenue expen­
diture of the entre A izeabJe part 
of the remaining 30 per ceot of sucb 
expenditure is accounted for by essen~ 
tia I maintenance, social and community 
servic s, and grants to Stat . Further, 
the incr !l e in non-Plan expend ·tures 
of th States has meant Jarger t.ransfer 
to States on this account, 

12. In the past fe~ ye;l r I we {lave 
be- en able to fin~nce Jar 'e increa es in 
the annual Plan Jargely throu h . b~rro­
wing, both external a-pd intern I. 
However ~ this caJ'lno.t gO on iQde6nJt~J¥ 
The pr , s .of . pr~nill ~~dget.ry e.t­
p nditure f,lt t~e Centre ari~ at the 
S ta tes, however painfuJ, mlrlst b gin so 
tha t the necessary adjustment can take 
pJ ce OV r a period Qf time. 

13. The public sector is vi taJ for faster 
indu trialisation, balanced regional 
development, and pr vention of concen­
tration of wea lth and economic power~ 
Over the year I th.. public sector has 
grown repidly, and an important priority 
now i to nsure that ther is suffIcient 
internal eQera,ti n of resour~es (or its 
future ~r wth. Givrn our resource 
constraint, incr aSing JeveJs of iQv st­
ments in the public sector are feasible 
only through better utiitsation of exis­
ting capacity and higher return on past , 
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ipVQstmeD)~. ,The Se.y n~Jl ~JAA wUl 
gi¥e partioular atte.qtion to , t~is aspect. 

14. The recent improvement in th 
balance of paymt:J1 t is gratifying. 
However, this i an a re wh re there 
can be no r om for coropJa ency. Some 
of the factors tJ at h~ve worked in Oijr 

favour in the Sixth Pl n wiU not ODe ... 

rate with the sam vigour in th Seventh 
Plan. Oil produ~tion, which had in­
creased by about 18 miJliou tonnes 
during the last five yea rs, may n t ~nc ... 
rease at the same rate in th fllture. 
Repayment ' of the Internatio{lal 
Manetary Fund loan and e"fernal 
comm rci al borrowings would also 
increase harply. 

1 S. Recent " eveJopment i(1 the 
worJd economy have not only reduced 
the avail abi Ii ty of external ' resources 
f r development, but have al 0 nl.ade 
their terms distinctly harder. The 
alternative source of external commercial 
borrowing is expensive. Tbe room for 
manoeuvre in terms of increasing the 
surp )u on account of invisi bJes is also 
] ~m i ted . There ca~ be Ji ltle doubt t.hat 
if we ha ve to reconci Ie a manageable 
balance Qf Pilymenfs ~jflla tion with a 
tolerable debt profile. exp rt earoings 
would h~ve to fina{lG~ a Jarger and 
Jar er propor tion of our imports 0 that 
tpe d f icit in OUf balance of payments 
j redu cec' . In tbe context of the need 
to COil erve scarce foreign exchange, it 
W laId be q ~jtab'e to increase the 
domestic production of importabJes 
wherever we have under-utilized capa­
ci t ies. It , is necessary also to stress .. ' 

efficient import substitution , in an eco. 
nomic sen e ra ther tha n the phy ica} 
sen e, so that considerat~ons rela ting to 
CO$t and efficiency of jmport sub titu­
tion are incorporat~d in the fram .. work 
of policies. 

16. Agricultural and rural develop .. 
ment is at the centre of our laning. 
Control of inflation, reduction in 
poverty Jev Js~ promotion of eMploy· 
ment, and improvement in our balance 
of payments are goals which are linked 
with out success in ag;iculturc. Our 
past record has beren good, which 

• 

underscpres the ~oUQdt;\C~s of our a ri· 
cultural strategy involving structural 
cb nges in r ral ~onoplic relations, 
grea.ter appHc~fon Qf new technolosy 
aod fi'rtilisers and increase in the 
irrigat d area. B~t, much more r mains 
to b. done on each country. We nave to 
tackle t~e problem of increasing yield. 
in different regions, parti ulasly ,jn 
re peet of paddy. We a1 0 have .0 pay 
spec; I a ttention to incr~a.sing domestic 
output of oil e ds tprough more inten-
lve cultivation of exis ting varietie anci 

development of new one. Import of 
edible oils is a major drain on o\lr · 
fore ign exchange re~ources, and higher 
domes tic production will beneftt tbe 
economy in several ways. 

17. It is the policy of the 'Govern. 
ment to provide remunerative prices to 
our farmers. The price support ope­
rations ar already functioniog weJI in 
respect of certain major agricultural 
commodi ties, like wheat and rice, The 
Government wij1, over a period of time, 
extent effective price s~pport operatioDJ 
to other important crops also, parti. 
cularly oilseeds and pulses, 

18. A crop failure, in the event of a 
drought or flood, ca have disastrous 
effect on the livelihood of our , farm'en 
and their families. The Governtnent 
has, therefore, decided to introduce a 
comprehensive sche.m of crop in urancc. 
Henceforth, there wiJl be a butlt-io 
insurance cover 'for aJl crop loan. The 
insurauce cover will be provided up to 
150 p r 'cent of the crop loan. ' To beain 
with, tb~ scheme wiJJ be exte ded to 
wheat, paddy, oi1~eed and pul$es. The 
insurance charges will . be low. The 
marginal and small f rmers will be sub­
sidised to the ext .ot of two.third of 

• i • 

the insu ~nce c~a rg~$ by Central and 
State Gove,r ments on a matching basis. 
D,etails of tbe scheme, which are bein, 
wqrked out, will be announced 

, . 
separa te Jy. ' 

J9. The ntegrat d Rural Deyelope 
ment Programme, the National Rural 
Emp)oym III rogramme, the Rural 
Landless Bmp] yro Ilt Guarantee r Q­
arammo for p v'ding e1f-. mplo}'me ~ 
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oPDortuni ties to the educated unemplo:­
yed t have helped to reduce the incidence 
of poverty and hav 0 contributed to 
increasing the emp10yment opprtunities. 
Government is committed to further 
trengthen and improve the performance 
f these special programmes. The ogene. 

ration of adequate employment oppor­
tunities is at the heart of our development 
effort. Measures being taken now to 
stimulate the economy will have an 
important beneficial impact on the 
employment situ~tion. 

20. Government proposes to intro. 
duce a Soc ial Security Scheme to cover 
the risk of death by accinent in respect 
of earning members of poor families 
comprising landless labourers, small and 
marginal farmers, traditional craftsmen 
and others not coverec! by any insurance 
scheme or workmen's compensation 
arrangements. Under this scheme, a 
sum of RS o3000/- wjJl be paid to the 

pendent of the deceased, who dies as 
a r suit of n accident. The cherne will, 

to begin with be introduced in 100 district 
in tbe country. selected in consultation 

ith the States. I hope alJ ection of 
th Hou e will welcome this mea ure 
which wilJ cover the needs of th poor­
e t families in their moment of uttar 
depriva tien. , 

21. I am gJad to inform the Hou e 
that the target of priority sector advan­
ces, including advances for agriculture 
and mall scale industry, which was fixed 
at,40 pl'r cent by end of 198 ,*-85. has 
~1ready been xceeded by public sector 
banks. This is a major achiev ment in 
view or tho fact that advances to prio­
rity sector were I 5S than 15 per cent 
in 1969, when the banks were nationa­
lised. . Ao problem that we now fac is 
tke 810 pace of recovery of past loans. 

on'ble Memb rs will appreciate that it 
i not possible for the credit system to 
fulfil the tas assigned to it unle per. 
formance in repayment of past loan 
improves. 

22. An important task for the futuro 
is to acceler te indu trial growth. At 

be arne time, we mu t en ute that the 
pattern of industrial growth conforms 

to out socio·economic priorities. Our 
domestic market is Jarge, the structure 
of industry is already diversified, and 

. the ba e of entrepreneurship has grown. 
These are important strengths. We 
must now aim at reducing costs and 
prices and improve the competitivenes 
of our industry. This process calls for 
structural changes in the economy and 
will entail some costs which we should 
be prepared to pay, Unproductive 
investments of the pa t should not stifle 
the productive forces of the future, 
Jndian industry must also become more 
self·reliant in financing investment. 
Regulations must facilitate growth and 
respond to the changing externaJ and 
technological environm nt. In parti­
cular, it i necessaOry to bring about 
closer coordination among fiscal indu­
strtal and trade policies. 

23. A muJtipronged programme of 
action is nece sary to meet the challen­
ges of the future. As our Prime Minis­
ter, Shri Rajiv Gandhi observed recently. 
in the Parliament: ° 

"The chaIJenges before our country 
are many t We have to modernise 
India. We have to change the 
thinking of the p ople of India to 
look ahead into the future and not 

. ta keep on dwelling on l he past. We 
have to make India self reliant in 

° every important sphere. We h ve 
to create a dynamic country that i 
equal to any other cou try in th 
world. " 

In task, our greatest asset is the 
human resource and crucial to the , 
S1Jcces of all our poJicies is the deve-
lopment of an effective programme for 
best utilisation of this resource through 
renewed empha i on education~ environ­
ment, and the application of scicnQc 
and technology. 

24. I now propose to announce a 
few decisions which are desinged to 
reduce rigidities and improve the envi­
ronment for industrial growth. It is 
proposed to notify Jjst of industries 
for deliccn ing so that procedural 
delays are cut to a minimum in areas 
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where we want additional capacity. In 
order to reflect the considerable increase 
in the cost 'and the economic size of 
projects tbat has taken place since the 
as et limit for MRTP companies was 
fixed in 1969, thi limi t i bei og revised 
to Rs. 100 crore. The sma]J scale 
sector ha played a vital role in our 
economy and thl' Government proposes 
to ta ke further steps to promote its 
growth . The ceiling of investment in 
plant , and machinery, which was fixed 
in 1980, Is being rais d ·from Rs.20 
lakhs to Rs. 35 lakhs. The c iliog in 
respect' of ancillaries is being raised 
from the present level of Rs. 2S lakhs. 
to R . 45 lakhs . Later in my speech, I 
shall be announcing certain fi cal 
m a ure to facilitate developm nt of 
thi sector. 

25. On the financial side, I purpose 
to facilitate the mobil ation of resourc s 
from the market by the 'corporate s ctor 
and to reduce its dependence on public 
financial institutions. With a view to 
improving the marketability or converti-
b 'e dcb . ntures of nOD.MRTP 
non·FERA companies, the 
maximum interest pn able by them 
on such is ue is being rais d from 13,5 
per cent to '15 per cent The Securities 
Contract (Regulation) Act, 1956, is 
being amended to ensure free lran fer 
of s .... cLlrities of listed pUQlic Ii~ited 
companies This mea. ure will parti. 
cularly benefit sma)) investors spread alJ 
over the country. In order to offer 
wide choio~ to investors, certain changes 
are b iog made jn respect of Jisting 
r.equirements of closely-held campanies. 
Sucn companies will be permitted to 
enli t by offering 40 per cent of their 
equity capital in two tages over a 
period of 3 years and capitalise a larger 
portion of their free re erv s before 
going to the public. In ord r to diver­
sify the market. a new iostrumene , 
namely, Convertible Cumulative Pre-
fer nc Share is bejng introduced 
S~veral measures, to reduce the prevaiJin~ 
high cost of public issues are beina 
announced separa tely. 

26. The corporate sector should also 
be permitted to play a legitimat role 

within defined norms in the (unctloning 
of our democracy. It is proposed to 
introduce the D cessary legislation 
during thi sesssoo to aHow companies 
to make contribution to political parties 
from out of their profits. 

27. The Government proposes to 
introduce a special legisJa tion for sick 
units. It is proposed to et up a Board 
for Financia I and Industrial Recons­
truction, which will provide a speedy 
mechanism for amalgamation, mergers 
and devi 'e 'such other solutions as may 
be necc sary to deal with the problem 
of sick units in the large and medism 
sector. The onus for reporting ickness 
will be laid on the management of the 
uni ts themselves, who will be required 
to seek a fresh mandate from their 
shareholers after 50 per cent of the 
net worth of the company' has been 
eroded, Wheo the company loses its 
entire net worth, the XIstlDg manage­
ment and the owners will not have any 
further role to play in running the 
affairs of the unit. It is . also proposed 
tha t those who are deemed to be respon­
sible for mismanaging the unit will not 
have access to assistance from fjnancial 
insti tutions ev n in new venture. Bad 
managers, like bad currency, have to be 
kept out of circulation. 

28. Workers are the worst victims 
of industrial sickness. Under the pre­
sent Jaw, however, wh D compaines are 
wound up, workers' dues rank low in 
priority compared to secured creditor. 
To my mind, labour is as much a factor 
of production as any otb r aod it is 
unjust that tbe work rst dues should 
have a lower ' priority. 
In order to r ctify thilJ ituation. we 
have taken a decision to introduce the 
necessary legislation so that 1egitimate 
dues to worker' rank pilri pa$~U with 
secured creditors such as banks in 
the event of closure o(the Company. 
Such dues wiJJ rank above yen th due 
to Government . The Gov rnment i 
a] 0 coo id riog th Introduction of a 
scheme of stoc optioo to the employ e 
and workers of companies to encouraa 
their participatiori in manag ll1ent. 
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29. At present, under the Paym ot 
of Bonus ' Act., 1965 wh re the salary or 
wage of an employe exceeds Rs,. 750/­
p r month, the bonu paya bl to ucb 
niployee is calcula t d a if hi salary or 

wage was Rs. 750/ .. per month. It is 
DOW proposed to raise, this J~mit to 
R . 1,600/- per month, The eligibility 
critecia would remain th s me. 

30. In addition to the changes being 
made in the overa JJ policy framework, 
the Government is al so undertaking a 
review of certain specific indu tries with 
a view to correcting struc tural imba . 
Jances. T x tile indu try h s a vital 
place in · our cQn omy in term of its 
contribution to output, exports and 
employment. This industry is, howl!v r, 
pa ing through a very difficult period 
and the- reed f r s tructura I cbange is 
p,res jng. I shalJ b pr po. ing certain 
chang s in the fj cal st r uctur of cotton 
t ~xtil indt: stry. The preparation of a 
n; w tt;'xtile policy is welJ under way. 

31. The electrooic industry is truJy 
til indu try of our time. I n order to 
ace lera te I he growth of this indu try, 
in . November, 1984, the . Gov rnment 
ann une d a new package of mea ures 
for compllters. Rates of duty on imports 

of compon nts and raw rna terials Were re. 
duced dra ticaHy and, in order to protect 
th interest of end . u ers, impor t policy 
for computers was al 0 libera lised. It 
hn now been decided to extend this 
appr 8eh to olh r items qf manuf~cture 
in lectronics . Details of the new 
pol icy will be announced separ~teJy by 
the Department of E]ectronics. 

. 32. J shall n w turn to the ' Revi ed 
Est mate for 1984-85 and the Budget 
E timates for 1985.86. 

Re,ised stimaltes for 1984--85 

33. There were several unanticipated 
developments on the budgetary front 
duriog the year. On the Plan side 
h i' her blldg tary provisions had to b~ 
provided for th Central and State Plans. 
On th non .. PJan side, th r was ubs .. 
tantia] incte se in expenditure on 
defence, food anll fertiliser ub idi s, 
and payment of dearn 59 How nee to 

,. 

Government employees. Larg t assis­
tance was given to St~tes affected by 
flood and cYclones, and medium term 
Joan has been provided to certain States ' 
facing actue financiaJ probJems. On the 
receip~s side, there was some increa e in 
tax revenues and a significant step.up 
in small savings col1ectio~s. 

34. The budgetary support for the 
Central Plan is now c tirnated to be 
higher at Rs. 11,751 crore as against 
th original outlay of Rs. 11,420 cror s, 
The revised Central Plan outlay i esti .. 
mated to be Rs. 17,495 crores as against 
the Budget E timate of Rs. 17,351 
crores. Within thi overaJl amount , 
there were c.ertain change in the sectoTa I 
outJayc; Th prov; ion for self.employ .. 
ment schemt: for educated un mpJoyed 
youth. was increased by Rs , . 124 crores 
and the N a tional Bank for Agriculture 
and Rural Development wa provided 
an additiona l amount of Rs. 1 2 crore 
against dis bursements under external 
aid progra mme . Additional' provision 
were also made for Visakhapatnam 
Steel Plant, mines, non.conventional 
enetgy sources, atomic energy, eJect­
ronics, food storage godown, nd cer­
tain other ectors. The Revised 
Estimates of the Centra] Plan outlay in 
some areas, notably, petroleum, coal. 
and fertilisers were, however, lower. 

. The provision made in the Budget for 
C~n tra l l1 ssistance for state Plans has 
al 0 be n st pped up by Rs. 153 oror • 

35. On the non-Rlan side, during 
th y ar, nine instalments of additiot:la} 
dearncs allowance including relief to 
pensioner, were anctioned to Central 
Government employees. These are 
estima ted to cost about R. 715 crores 
in the current year against the ]ump sum 
provi ion of Rs . 300 crore made in 
the Budget. Ad hoc bonus sanctioned to 
Government employees in the ' current 
year wouJd cost Rs. 61 crores. 

36. Food subsidy in the current year 
will increase from Rs. 50 crores to 
Rs. 1100 crore. This is rna in)y dOe to 
increase in procur ment price of paddy, 
Jower realisation from sale of wheat and 
s~arp increase in stocks of foodgraios •. 
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The subsidy on domestic fertilisers will 
go up from Rs. 930 c(ores to lb. 1200 
crores. The subsidy on imported terti­
Ii ers. will increase ' from Rs. 150 crores 
to Rs. 632 crores owing to increase ' in 
the cost and volume of imports. 

37. Assistance to States affected by 
fJoods and cyclones was stepped up by 
Rs. 130 crores. Consequent on larger 
small savings colJections, the share 
payable to States was also increased by · 

s. 440 crores . Th provision for Joans 
to S ta tes for purchase of agricul tura I 
ihPuts was stepped up by Rs. 60 crores. 
In addit'ion, pecial medium-terms Joan 
of Rs . 440 crOTes has aJ 0 been provided 
to St ates which faced' serious financ ial 
difficulties during the year. 

38. Defence expenditure in th 
current year is esfimate~ at Rs. 7175 
cror s against ' the ~udget stimates of 
Rs. 6800 crore. Intelest payments ar 
expect d to be Rs. 390 crores higher 
than the original stimate of R. 5,600 
crores. 

39. Certain public sector enterprises 
have 'uffercd large ca~ h 10 ses and 
addi tiona I budgetary support had to be 
provided to them Taking into account 
these and other variations, including 
national· provisions for conversation of 
equity in certain public undertakings 
into loa n, assistance towards their 
intere~t dues to vernment and 
a<1ditional · ubscription to International 
M.on tary . Fund, · t·he total 'non-Plan 
'expenditur is estimated at Rs. 29,740 
orore ag'ainst the Budget Estimates of 

. 26,066 crores. 

40. Under non·tax revenue, the 
dividend fr m Rai IWays is likely to be 
Jess by Rs. 211 crore. The profit from 
sale of edible oil will also will also be 
less due to ' high international prices. 
Mainly due to additional budgetary 
stlpport provided to certain public 
undertakings and improvctnents in the 
finances of some other, intere t r c ipts 
from public sector undertakings and 
others are, however, estimated to be 
Rs . 439 crores hi.gher than the Budget 
Estimates. " 

41. Under capital rec ipts, ] am 
gJade to . report that small saviols 
col) ctions duriog the y ar are qow 

I expected to reach Rs. '3,300 crotes 
against the Budget Estimate of Rs. 2,400 
cro~es. Receipts from special deposits 
,of non.government provident funds are 
t!stima ted to be high r b~ Rs. 75 ororQs 
and deposits by . public sector under­
takings of their surplus funds by Rs. 200 
crores. Corr ponding to the in rense 
in expeo'djtur~, receipts from pecial 
s curities to Int rnational Monetary 
Fund will al 0 go up by Rs. 149 crores. 
Ta king in to a coun t the addi tional 
recoveri from State Governments and 
other variations, capita l receipts in 
the current year are estimated at . 
R • 17,778 crores compared with the 
Budget E timate of Rs. 16,757 crores. 

42. Tota I receipts are thus estimated 
to go up from Rs. 40,763 crores to 
R. 42,710 crOfes. Tota! expenditure is 
estimated to go up from Rs. 42,536 
crores to Rs. 46,695 crores. This will 
leave a budgetary deficit of R. 3 985 , 
crore a compared \\!,i th Rs. 1,773 crore. 
in the Budget Estimates. 

43. The deficit is higher than what 
I would have ideally liked. I am glad 
that this deficit has been a b orbed by 
the economy without any adverse effects 
on prices, thanks to the favourable 
agricultural situation. However, a a 

. necessary caution. in the coming year 
we would need to curtail the size of the 
deficit, through it has been aid that 
"anyone who Jive. within hi means 
suffer from lack of imagination H Shri 
Sudini Jaipal Reddy: what a philosophy! 
Not that I lack imagination, but I do 
not propose to let it run riot. 

Bud8et E timates for 1985-85 

44. Th current y ar marks the end 
of the Sixth Plan. it is estimat d that 
public ector Plan expenditure during 
the Sixth PJan period will be of the 

" order of . J.1 0,000 cror" a against 
th originaJJy envisaged outJay of 
Rs. 97,500 crore. In view of the price 
rise during the period. outl ys in real 
terms will, however, be 'ower than in 
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the original Ian. Nev rtbeless. it i 
gratifying that the target of 5.2 per cent 
for the annual growth rate of the 
conomy would have been met. Food­

grains output wi II be c]o e to the Plan 
target, and crud oil production will 
si nificantJy exceed it. In power, 
additional instalJed capacity bas been 
below lan targot; n vertheJess, we 

ould h ve added n arly 50 pet cent to 
th exi ting installed capaci ty at the 
~ shining of the Plan. In irriga tion, 
additions to potential would be around 
n .5 miJlion hectares a against the Plan 
target of 13.7 million hectares, 

45, As we enter the seventh PJan, 
the main task is to con olidate the 
gains of the past and give a new , t,hurst 
to the movement for increa ing " produ~ 
ctivity, while at the same time en uring 
financial and monetary stability. After 
takin into account higher devolution 
and grants to States arising out of the 
imp1 mentation of tbe recommendations 
of the Finance Commissiorl, and es en. 
tial non-PJan expendjture on account of 
defenc~ and f ubsidi s, the budgetary 
re ourc availabJe for the PJan in 
1985·86 are far hort of our overall 
r quir ~ nts. 

46. In allocating 'these resources. 
I was particularly guided by the need to 
provide gr at r Central assistance for 
State Plans as otherwise many States 
would not be in a position even to 
pr t ct th eir on going projects in cru­
cial sector. When the States' Plans 
f r 1984·85 where approved, it was 
xcepted that the States' own budgetary 

re ources as also contributions fr m 
tbeir public sector undertakings would 
be Rs. 5,740 crores. The lastest a sess~ 
ment indicates deterioration of the order 
of Rs. 2,300 crores in the transactions 
of the current year. 

. 47. Central assistance to State Plans 
in 1985·86 i being increa d to about 
R • 6,000 crore a compar d with 
R . 4.313 crore in 1984-85~ which is n 
increa e of 39 p r cent a compared 
with an incr a e of 13 per cent provid d 

last year. The States ha ve also been 
authorised to go in for higher marke t 
borrowings to the tune of Rs. 1,600 
crores, which is an increase of 20 per 
cent over 1984 .. 85. This ordtr of inc­
rease in Central assistance and market 
borrowings, on top of other transfers, 
ha made a heavy draft on Centre's own 
resources for the Plao. 

48. In view of elections in severa) 
States, the annual Plans of the States 
have not yet been finalised. It is expe. 
cted that the process of finalising the 
State, Plans will be completed in the 
ne~t few weeks. In view 'of the sharp 
increase in central transfers on account 
of plan as well as Finan e Commission' 
recommendations, Centre's re ources 
are already overstretched, and it wiJJ 
not be possible for the Centre to b ar 
the addi tional burden o~ overdrafts by 

. the States. or, ultimately, it is the 
common man who pays. 0 spite a large 
step-up in Central as istance, mark.et 
borrowings and negotiat d Joans, a 
reasonable PJan outJay for the States 
would be possible only if they make an 
earnest effort at mobilising a higher 
level of re ources and improving the 
worki og of States enterpri e 

49. Plan outlays of Union territories 
baye been fixed at Rs. 640 corres as 
against Rs. 55 crOTe in 1984.85. 
C ntral Bud8~t provides Rs. 578 crOfes 
and the balance of Rs. 62 crores wiJl 
be met throu addition I resource 
mobilisation measures of the Un.ioD 
territories during th cour e of the year. 

50. The Central Plan for ' 1985 .. 86 
has been fixed at Rs. 18,500 crores as 
compared with Rs. 17,351 crores in 
1984·85. In view (jf the resource cons­
traint while determining sectroal 
priorities. I have con idered it prudent 
to comple te projects already under 
implementation rather than ' taking on 
new starts. It is also my endeavour to 
provide more for project ' which are in 
an advanced stage of execution and 
which can be c()mmi si(med more 
peedily so that the b nefits can tart 

flowing to tbe economy as earJy as 
possible. Eat:lier if my speech, I refe. 
rred to the exceIJent . performance of the 



a.ricultu I 8ec~(ir. 111 C) d r 'to aug ent 
the effo of Stat G vernment ia 
accelerating investment in agricul ture, 
i tb C ntrfll an outlay of RI. 790 
cror~ a beel] provided fpc tbe D part­
JD ot of Agriculture an" Cooperation 
nd Dep (tm~n t of Agricultura 1 Research 
n" Bducation. A provision of Rs. 165 

croc s bas been madd for the new fe~­
tj}js~r fact rie at Guna and Aonla 
w icb .ar to be t up bas d oq Bombay 

~ah ga to be tran$port d thcQugh the 
azira-Bijaipur Jaadi bpur pipelin . 

51 A total provi ion of Rs. 932 
crore bas been made for Rural Dev lop .. 
ment io the Central Plan. Pending 
finaJisation of the State P~ans, the 
proyi ions for Integrated Rural Develop­
ment Programme and Na tional Rural 
EmplpYQlent Program,me and National 
Rural Employment Programme ,ba:Ve 
b~en kept at more or I ss the same level 
~s in the current year and will be 
enhaQced later , if required. Honourable 
members should be.slad to know that 
proj cts worth more than Rs. 800 crore 
have been sanctioned for implementation 
u d r the Rural Landle s Employl'l1ent 

uaran ee Programme. Tlli .programme 
will have an outl y of Rs. 400.¢rorcs 10 
1985-8 

52. ' onourable Members are weI) aw. 
ate of the Government's mphasis on the 
re tructuring of the educational system. 
Ware in tile p'rocess of . volving a new 

atlonar' Policy 'on Bducation. The 
Gcwernment i committed to making 
the education of girls free all over the 
country opto the igher econdary level. 
A total provision of Rs . 221. crore has 
been made for Education in the Centr I 
Sector including provisiOns for these 
new initiatives. 

53. Consistent with our lIoal to 
flchieve a net repro"uction rate of unity 
by the year 2000 A.D.f the Government 

! \yould ao in for ~n ' im ginative . family 
plannina proaramme on voluntary basis. 

\ Combi~ed with e(fective immunization 
programme to reduce the mortaJ'1Y a~d 
tJ.1or~i~ity · rate among chiJdren. Fa rfl ily 
Welfare~ ~programmes ji( are of 'great 
aignificance in the context of overall 

a • (SAKA) ~II 

development. An o"tlay of R II 500 
crores has been provided for Pami Iy 

Jt: re progtam s. I order to cCii 
ctively use he suIts of medical r • 
search, outlay for Indian Council of ' 

Med .. cal Research bas been inc( ased to 
R . 30 orores. 

54. During the Sixth Plan, the 
Government launched the Acceler ted 
Rural Water Supply Programme to a sist 
the Slates and Union territories 10 
providing drinking water supply to 
villag s. .Members would be Jlappy to 
know that the allocation during the 
~jxth Plan period on this prograPlllle . , 
would xceed Rs. 925 crores against t.he 
original out1ay of R. ,600 rores and 
that this has nabled the States tO ,covet' 
aboQt two lakh problem vUlaaes durin 
the Plan period. 

55, The.potential of Ipdian Science 
and Technology for ' contributing to 
modernisa~jQn aQd dQv .opment is 

. imme(,lle. An outl y of Rs. 1068 crores 
. is beiqg provlded for Ministries of 

Sc.ience and Technology and Environ-
ment and Departments like Atomic 
Energy, Space, Ocean Oevel pm~Qt and 
Electronjcs. 

56. On the energy front, the 
Government attaches great importance 
tatbc:n ed for a gradu 1 t aD ition 
from the pres~nt dependence on oil to 
coal and I ctricity ill the medium term 
Hono r bl 'Me ber would be ha py 
to De . h(lt additio al power en~atiDg 
capacity tll.e. te t of 14000 M. . 
would h ve be ad cd by tee d of 
t e Si th Plan period. hi would 
meAQ'a nea 50 - r ce t 

the capacity-of 28~44 
commencement . of t e Ian. In 
Central Sector alone, addi lonal a -
city to the extentof3.350M.W.ha 
been added dur~", tbe Sixth EI D. For 
1985 .. 86, -,he Department of Power b~. 
be n proyjded an outl y of Rs. ~090 
cro.es gainst Rs. 1446 crore dqrina 
1984-85. 

57. Coal p.oduction or 147.5 million 
tonne is eK~oted Ito b ohie d in 
1 .85. Thl Is to be tep d up to 

. 19 ·86. or 
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the Department of CoaJ, an outlay of 
R . 1102 orOles ha been provided. 

58. Honourabl Members are wen 
aware of the quantum jump in the field 
of crude production, which would be 
29.4 miJlion tonne by the end of this 
Y" r comrared to 11.4 million tonnes at 
the beginning of the Sixth Plan. Thi 
ba become pos ibl due to the 
Ace 1 rated Production Pr gramme ini-
.tilted in 1982-83, which has raised the 
annual production from Bombay High 
to 20.3 miJ1ioD tonnes from a ]evel of 
4.2 million tOFmes in 1919.80. For the · 
Department of PetrQ1eum, an outlay of 
Rs. 3261 crores is being provided. A 
provision of Rs. 100 crores has been 
made for the Gas Au thority of India, 
a newely created or anisation for the 
construction of ga pipe-lines. 

~. 

59. The Government's concern for 
pre ervation of OUT fore ts is reflected 
in the creation of a s parate depart. 
ment of Forest and Wild Life. .This 
Dcpartm~nt will have an outlay of 
around Rs. S4 crares, including Rs. 26 
crore , (or ocial forestry and creation 
of rural fuel plantation. 

60. The outlay for the Department 
of Environment i about Rs . 36 cror , 
which incJude Rs to' crore~ for initia. 
ti ng acti n on the pf(lject of Pr vention 
of P Jlution of the Ganga. Th other 
major environmental programm s aim 
at conserving biological diversity. 
pollution monitoring, eeo .. development 
in critically de~raded or fragile area 
and research and development, be ides 
creation of advanced centres for priority 
environmental studie . 

61. Through a substantial portion 
ha been transferred to the Sta tes as 
committed non-Plan liabiHty, the 
Central Plat'} provides for Rs. 201 crore 
for the various programme ' benefiting 
th Schedul d Castes and Scheduled' 
Trib s. entre t contribution to the 
Special Component PJan for Schedule 
Castes has b en stepped up to Rs. 165 
orores. In ord r to rebabilitate the 

refQI~eS from Sri Lank~, a provision of 
bout Rs. 9 crOles is beiDa made. 

62. The Government , approved a 
scheme for expansion of TV network in 
the country in July, 1983. This plan 
envisaged setting up of large number of 

igh Power and Low Power 
transmi tters in the country 
so a to make the TV programmes avail .. 
able to 10 per cent of the .country's 
population. The number of transmitter 
would go up to 180 by 31 t March 1985. , 
Outlay for 1985·86 has been fixed at 
R. 110 crores for " information and 
broadcas ti ng. 

-
63. The priorities outlined in Annual 

Plan for 1985-86 will further accelerate 
the implementation of the 20 point pro .. 
,ramme. The total amount a,llocated 
to the progr&tmme in the Central Plan is 
Rs. 4900 crores for the next year as 
against Rs. 4,141 crOTes provided for in 
the current ye,ar, r presenting an in­
creas of 18.3 per cent. 

64, I mllst, however, empha is that 
proper implementation of the Plan 
requires not only fjnancia I alloes tions 
but also better project formulation and 
efficient m na ement, 1 t is proposed 
to make certain ,changes in the adminis­
trative procedures to facilifate quiclcer 
plan implementation. Before all 
investment decision is tak n. admini 
trative Min istries will be required to 
ensure 'tha t projects have been fully 
worked out and the executiv", authoritie~ 
have taken the necessary preparatory 

ction for implementation. It has, 
therefore, . been decided to provide 
sufficient funding for preparation of 
detailed fea ibiJity reports before . bud­
getary aIJoca tions are made for projects. 
Steps are also bei ng considered to 
advance the finalisation of the annual 
Plan and Vote on account to faciUtate 
communication of futlds well before the 
commencement, of the Dew financial 
year. Thes measures would result in 
even implementation of proj ets throu. 
ghout tb year and avoid the rush of 
expenditure towards the close or the 

r 

yeat. 
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65. Non·Plan expenditure has been 
kept to the minimumt Next year's 

f Budget provide larger transfer to State 
r in terms or the recommenda,(ions of the 

Eighth Finance Commis ion. Gran ts 
I to State covered by the Finance 

Commi sion's recommeudations will go 
up from Rs . 518 crores in the Budget 
Estimates for 1984·85 to Rs. 1,215 
'crOTes in the Budget Estimates for the 
next vear. 

66. Del nce expenditure next year 
is placed at Rs. 7686 crores (exclud iog 
defence pensions). Interest payments 
are estimated at Rs. 7075 crores taking 
into account the increase in the volume 
of borrowings and the cost of porrowing. 
A provision of Rs . 1100 crores ha been 
made for food subsidy, Rs. 1200 crores 

I for subsidy on domestic fertilisers and 
, R . 601 crores for sub idy on imported 

fertili ers Export promotion and 
market development ha been allocated 
Rs. 530 crOl es. Con~equent 00 the 
separl:J tion of Posta] services from the 

I Te J comm~n ica tions services, the deficit 
f Postal ~ervices estimated at Rs. 187 

ctores will be borne by the civil esti­
mates in the Budget of next year. 

ollowing Jatg..! f sma]I ~avings colJec­
tione:, loa ns to State against these 
col1 ction are placed at R . 2375 crore , 

67. A Jump sum of R. 300 crores 
has b en provide~ in 1985-85 for pay­
ment of additional instalments of ' dear­
ness ' a lIowance, pensionary relief. etc. , 
to C ntral Government employees 
Provision has aho been made for 
committed expenditure on Plan schemes 
completed in Sixth Plan ·period. Includ­
ing these and other provisions t total 
non.Plan expendi ture in 1985-86 is 
estimated at Rs 32,786 crores against 
Rs. 29,740 crores in Revised Estimates 
for the current year. 

68. At tbis point I would )j~e to 
refer to a matter concerning the Central 
Governm nt mp]oy es. In the Budg t 
f~r 1983-84, my distinguished pr dece sor 
had a1)J ounced the appointment of th 
Fourth Centra] pay cornmissi n. The 
Commission which was appointed in 
Juty J983 is stiJI at work. Meanwhile, 

a very large number ot Governmen t 
employees have beea retiring without 
the benefit of a higher pension which 
was anticipated as a result of the 
recommendations of the Commission. 
At present, pension is calculated on the 
p . y od a part of dearness allowance 
sanctioned upto the average Consumer 

rice Index level of 320. The last 
Instalment of dearness lJowance has 
been sanctioned wi th reference to tire 
average Consumer Price Index level of 
568 . I now propose, as a measure of 
relief to the Central Government 
employees retiring on or after 31 t 
March, 1985, to treat th.. entire dear­
ness allowance sanctiooed up to the 
average Consumer Price Index level 
of 568 as pay for the purpose of retire-

I 

m_ot benefit. Simultaneously, I also 
propose to remove the present ceiling 
of Rs. 1,500/- per m(lnth on pension 
and increase the ceiling of Death-cum­
Retirement Gratuity from Rs. 36,000/-. 
to Rs. 50,000 The House wi)) agree with 
me that those who have devoted the best 
years of their Jives to the service of the 
country are deserving of whatever 
iupport we can give them. 

69. Coming to receipt. the eros 
tax revenue at ex Hing levels of taxa­
tion is estimated at Rs. 25,514 crores 
compared with Rs. 23,702 crorcs in the 
current year. The States' hare of 
taxes is estimated at R. 6592 crores 
against Rs. 5777 crores in the current 
year. Out of this increase, R. 487 
crores are due to stepping up of States' 
share of basic excise du ties from 40 per 
cent to 45 per cent from next year as 
recommended by the Eighth Financo 
Commission. The devidend from Rail. 
way will be Rs. 303 crores higher than 
in the current year. 

70. Receipts from market loans ar 
placed at Rs. 5100 crore against 
Rs . 4100 cro"es in the curr nt year. 
Small saving collecHons are estimated 
at R . 3900 crores against Rs. 3300 
crores io the current year. External 
as'sistance net of repayment is e timated 
at R . 2510 crores compared with Rs. 
2146 crores in the current year. Taking 
into account th se and oth r variations 
in the receipts" toe total receipts 
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itl 1985-86 are estimated at Rs. 47,63' 
crores. The e ' receipts take 
in 0 account the effect of revision or 

'ailway fare and fr ight. Tot I 
expenditure is pi ced at R. 51,295 
cr r s. The ov rail budget ry qap at 
xisting Tates of taxation will thu be 

Rs. 3,660 orotes. 

71. The formulation of the Budget 
is an annual exerci e but, to be mean­
ingful, it has to be set in a longer time 
frame. Our fiscal system has served us 
well. However, over the years, objec· 
tiv conditions have - changed calling 
for new response. I am quite aware 
that it is not possible' to usher in all 
the changes at one stroke, ye ~ ' we have 
to initiate a process of n:form which 
can oe completed in a phased manner 
in a tim bound frame. We will be 
moving toward tbe formulation of a 
long·term fi cal policy co-terminous 
with tbe Plan. I hope to initi li te a 
deba te on this a fter the budget session 
is ov r. 

72. n the r of direct taxes. an 
important prio i ty i to cre te an eq · 
vironment for growth, productivity and 
avi gs. The ystem of Cl ir ct taxation 

wbi h can help in achieving the e 
ohjectivc will aloe ~re be tter tax 
ol1lpliance, and will be more equit-

able. 

13. Our approach to the refottn 'Of 
pdrsonal income .. tax is as fo}Jows. 

ir t, the tate o( perso'Jal ' income.tax 
houJd be 'recast and rationali d with a 

view to m king the structur simple and 
reasonable. While maintaining the 
progressivity of tbe tax structu(e, it 
needs to be ensured that the combined 
effect of the rates of taxes on personal 
income and wealth are not counter. 
productive. Second, the exemption 
limit bould be so fixed as to eliminate 
a large number of small as essment . , 
and to provide relief to low and middle 
income SfOUPS. Tt ird, the tax struct .. 
'ure should be stable. Fourth, in order 
to make more effectiv us¢ of the ad. 
ministrative machinery in reducing tax 

• 

eva ·on. tb emph it in nts 
shoUld shift 'from routine a ina i 
of a very large number of return. 0 
throuogh crutiny of a sample of· cas 
(MR. S B KER: V Y lood). 
Fifth, it must be ensured that wh D 

tax ev sion is detected, th penattics 
are swife and severe. ixth, ,ta., 
however J udable in intent, sbouJd hay 
no plac in the st tute book if ' it ha 
outJived its utiJity. 

74. The statutory rate of corp rate 
tax in India is high, but becau e of 
various xemptions, the effectiVe rate is 
significantly lower. Wbite each exem­
ption has a ratjonal. the combined 
effect of aJ I these ~e~ption~, taken 
together, is to erode the tax 'base . The 
present system also affects different tax­
payers very differently . This cumber­
~ome system has Jed to unendihg litig­
ation, and has given wide discretion to 
those who rna ke Ihe accounts and those 
who scrutinise ,them. 

75. My proposal for the current 
year in the area of corporate taxation 
are de igned to introduce a directional 
change by dhcontinuing certain exem­
ptions and rationaJising the rates. Fo 
th present, I am not goi g all the way 
partly becau e of revenue considerations 
and partly because I would like to 
watch th response to the cbanges be­
ing proposed now, In order to have 
the benefit of the views of the Honour .. 
able Members, I hall also put forward 
a set of proposals regarding ~ c rpor­
ation tax which could be introduce'(f in 
a pbased manner in the next two years. 
I believe that an open debate on these 
issues is necessary so that the dechions 
that we take are the right ones. ' Ipco. 
pose to announce Government's deci i. 
ons in this regard in my rel'ly to tbe 
debate on the Finance Bill 0 that tber 
is no uncertainty in the matter. 

76. In respect of indirect taxe., 
~y immediate task is to brina about 
changes which would heJp in reducing 
costs of investment in priority 6ifctOrs, 
encourage the grOwth of the small. 
sc le sector and remove cert .. in other 
distortion. Durin the course of tbe 
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ye r, l shall b Jiving COD ideration to 
olh r ch ages th$t might b re uired 
fot the indirect tax system to mak its 
full cpntri,butjoQ to the further develop'-
men t of our eC01\omy. 

77. 1 sho~ld m k it cl r th t the 
GiOvernm p~ is d termined to pursue 
it 0 io .. econ m' c goal wi thout fe r or 
faJ,' Uf, and tho who conOQ ue to 
indu lge in t JC eva ion or other cono .. 
mic off"n "s wiH do so at their p ril. 

78. Let me now come to my peoific 
propo als. I shall first deal with the 
propo!>a l in the fi eld of direct taxe . 

7 ' 1 propo e to raj e the exemption 
limit for per. 0 al incom t x tiQO fro 
R , 15,000 to Rs. 18,000. As ~ \,lit, 
out of <\bout 40 Jakh a ~ses ee, around 
10 lakh will nat hav to p y any in­
com, -tax. 

80. I also propose to restructure the 
rate schedule for persona J incomes. 
After the NJL rate slab of Rs. 18.000, 
lh ra te of income-tax on the sJa b of 
l~.OOI to Rs. 25,000 will be 25 per 
cent; on the slab of Rs . 25,001 to 
Rs. 50,000, the rate wi II b~ 30 per cent; 
on the slab of Rs. 50,001 to Rs. I lakh, 

, the ~ate will be 40 per cent; and on the 
, incotne in xce. s of Rs . 1 lakh. the 

rate will b" 50 per cent. The new rale . 
schedule wiiJ re.)ult in a reduction in 
tax at all leve]s of in ::ome. On a 
taxable in orne of Rs. 20,000" tho tax 
rel ief unde~ the new ra te chedule will 
be 50 per cent of the income-tax at 
current rate; on a taxable income of 

, R. 25.000, the ~e'ief wiJI be 22 per cent ; 
on a taxable income of Rs. 50,000 th 
tax relief will be 18 pcr cent and on ao 
income of Rs . 1 lakh. the relief will be 
17 per ctnt. With the reduction in the 
tax rate slabs from eight to four, the 
rate schedule will also stand simplified .. 
Th rat h 'dul~ 'applic ble to Hindu 
undl'Vjd d f~~iJi having one or mQr~ 

mem rs witb $ parate incom e c d­
ing lh exemption limit is al . 0 prop sed 
to be con Quently r structured. 

81. I aJ 0 propose to discontinue 
the surcharge on income-tax in the ca 
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of all cate'g des of on-corporate tax .. 
p yer . 

82. With the propo ed modifi­
cations, the maximum marginal rate of 
income-tax on personal incomes will 
stand r duced from 61.875 per cent to 
50 per cent. In fact. the average rate 
of tax wou lel b even lower. 

83. The calculated loss of r venue, 
dud ag the fipancial year 1985-86, due 
to the propo ed rationalisation of the 
tax structure is Rs. 200 crores on apco­
'Unt of income-tB::x and s. 197 crores 
on account of surcharge, However, 
taking into account the better comp .. 
liance as a result of reduction of tax 
rates, the actual loss is estimated at 
Rs. 197 crores and that tOQ in respect 
of surcharge. Thi entire loss will b~ 
to the a~count of the Ce,ntre-

84, In fulfilment . of the promise 
made in our Election Manifesto. the 
scheme of compulsory deposits by 

income-tax payer is bein abolished 
with effect from Ist April 1985. How· 
ev f, keeping in view the overall ways 
and m<! DS position. J propose to 
provide that "repayment of in talll)ents 
in respect of earlier de"o its and pay­
ment of interest ~ue in, the financial 
ye,r 1985~8G would be postponed by' one 
ye~r (Interruptions) Anyway, you ~o 
not have to pay tbis year: Tpe unpaid 
amount will continue to earn interest 
and shaH b... repaid in the financial 
year . 1986- 7 along with in talme'Dts 
due for repaymebt i9 that y arl purpose 
to introduce a separate bi)) for this 
purpC'se this ev ning. 

85, The structure f. wealth-tax has 
been examined by a number of bigh­
powered bodies, including the E timates 
CpmQliltee and tJle Pul?' c A count 
Cpmmi ttee of ParI iament. A number 
of sugge tipn pave been mad\! by ~hem 
for making the sy t m of weaJ~h- ax 
more ,conductive to the promotion 
of savi ry8$ and i ve,stment ip t}l 
economy . . The present ba ic e~ mnfop 
limit of $. 1,SQ.O 0 ha also b en 
COD iderc to be inad q ate in yjew of 

• 
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t he Tis in price . It may be recaJled that 
a limit of Rs. 1 lakh had been s t as 
early as 1964. Taking these coasidera. 
tions into account, I propose to raise 
the wealth .. tax xemp1ion Jimi t to R. 
2,5000 anp to provide a nil rat lab in 
r p ct of net wealth up to R . 2,50,000. 
I a J 0 propose to restructure the wea lth .. 
tax rate chedule. Under the new rate 
schedul , the rate of wealth-t x on the 
sJab of R • 2,50,001 to Rs. 10,00,000 
wilJ be 1/2 per cent; on the sJab from 

. Rs. 10 00,001 to Rs. 20,00,000, the rate, 
will be I per cent; and on the slab over 
Rs . 20,00,000, the rate wi' be 2 ' per 
ccnt, The maximum marginal rate will 
therefore, stand reduc d from 5 per 
cent to 2 per cent. I .also propose to 
restructure the rate schedule appJicabJe 
to Hindu und ivided familie having one 
or more membels with independent 
wealth xce ding the ex rnption limit. . 

86. The value of one house is 
exempt from wealth. tax upto Rs. 2 
Jakhs. A taxpayer is also enlitJed to 
xemption from wealth-tax in respect of 

specified a sets up to an aggregate 
value of Rs. 2.65,000. Ali additional 
exemption of Rs. 35,000 i allowed in 
respect of units of the Unit Trust 0 f 
Iodia and deposit Scheme, I propose 
to replace the separate exemption limits, 
aagregating Rs, 5 lakh, by a con oli. 
d tcd exemption Jimi t of RS. 5 lakhs 
in respect of aU these assets • 

8.1. My propo als relating to wealth. 
• tax would not result in any Joss during 

the financial year 1985-86. Although the 
stimated loss during the financial year 

1986-87 iRs. 70 crores, I expect that 
due to improved carnpJiance there 

t I t 
wou d be no loss of revenue over a 
period, 

I 

88. A both wealth-tax and estate 
duty Jaws apply to the proptrty of a 
per on, 'the former applying to his pro­
perty before dea th and th... 1a tter after 
hi . death th . xi Lence of two eparate 
Jaw with reference to the arne property 
amounts to proceduraJ harassment to 
th taxpayers and the heirs of the 
deccai d who have to comply with the 

provisions of two different Jaws. . Hav­
ing considered the relative merits of the 
two taxes, 1 am of the view that estate 
duty has Dot achieved the twin objec. 
tive with which it wa introduced . , 
namely, to reduce unequal distribution 
of weahh and assi t the States in finan­
cing th ir development schemes. While 
the yeild from estate duty is only about 
Rs. 20 crore • its cost of administration 
is r lativeJy high I, therefore, propose 
to abolish the levy of estate duty in 
respect of esta tes passing on dea ths 
occurr;ng on or aft r 16th March 1985 , . 
J come forward in due course with 
suitable legi lation for this purpose. 

89. Earlier in my speech, I referred 
to certain m a ures that the Govern. 
ment propose to take for the benefit of 
industrial and olh r workers. These 
include the proposals to give workers' 
dues the arne priority as secured credi­
tor in tbe event of closure 'of compa. 
nies, the proposed increase in the bonus 
limit, and the introduction of a stock 
option scheme for employees and 
workers. With the raising of the 
exemption limit for personal taxation 
most of the industria] worker will not 
be required to pay any income. tax. As 
a measure of further reli f to th m, I 
propose to raise the monetary ceiling on 
the exempt amount of retrenchment 
como nation received by them from 
Rs. 20,000 to Rs. 50,000. I also .propose 
to provide that retrenchment comp~n. 
sation paid under schemes approved by 
th Central Government will be exempt 
from tax in fuJI. I may also inform 
Honourable Members that the Govern­
ment is giving consideration to the 
formulation of a cheme for encouraging 
industry to invole workers in manage. 
ment and, jf necessary, suitable fiscal 
incentives will be provided for this 
purpose. 

. 90. Under a provision made by the 
Taxa tion Laws (Amendment) Act, 1984, 
salaried taxpayers are chargeable to tax 
on the prequisite repr senfed by intere t-

. free loans or loans at conces io.nal 
fa tes at of i nteres t provided 
by their employers for certain 
purpo es. As a measure of further 
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relief to salaried taxpayers, I propose 
to repeal this provision. 

91. Wi th a view to providing further 
encouragement for indig nous scientific 
research, I propose to provide that 
Jump sum consideration received by 
scienti ts for the koow.how dev.eloped 
by them wou Id be spread over a period 
of three years and charged to tax accor­
dingly " I als.o propose to provide that 
indust ry may write off the lump sum 
consid ration paid for acquiring know­
how in six annual insta 'ments. In cases 
wh re the know .. how has been developed 
in Government laboratori s, Univer­
sities, lnboratories o'wned by publi c 
s ctor c mpanie. and other reco _, ni ed 
in titutions, the write of w uld be 
permitted OV" f a period of three y ars. 

92. Authors of lTniversity level text 
book~ ~ ('ictionaries, etc. in Hindi and 
other Indian Linguages are entitled to a 
deduction of 25 per cent of the income 
by way of royalty, copyright fees, etc. 
d ... riv d by them in respect of uch 
books. Thi concession iJ coming to 
an end the current assessment year. In 
order to encourage the writing, of such 
book. I propose to continue this couce-
sion for another five ·years. 

93. I propose to place donations to 
the Indira Gandhi Memorial Trust at 
par with d nations to ' olh r funds of 
n. tionalimportance. r al 0 propose to 
provide thdt donations to the Prime 
Minist r· National Relief Fuod will 
qualify for 100 per cent deduction, as 
a'gainst the d duction of only 50 per 
~ent allowed at present. 

94. In the context of the need to 
bring tax evaders to book, I see Ii tt Ie 
justification for providing immunity 
from the penel provision s to' those who 
m lke a di closure only after incrimina­
ting book of account and assets in 
their po se ion have been seized by the 
Iocom ·tax Department. I, therefore, 
propo e to remove the provisions made 
by the Taxation Law (Amendment) Act. 
1984 for the grant of immunity from 
penal provisions in such cases. 

95. I also propose to enter into a 
dialogue with State Governments and 
other aU,thorities with a view to setting 
up sp~ciaJ courts mpowered to try tax 
evaders in re pect of criminal proce .. 
dings initiated again t them , . 

96. As a mea ur for countering tax 
avoidance, I propo e to plug an exi tiog 
lacuna in section 167A of the Income .. 
tax Act by providing that an association 
of p .. r ons shalJ be charged to income­
tax at the maximum marginal rate if 
th", individual share of the members, 
in even a part of its income, are indeter 
mina te or unknown . Und r a provi ion 
by the inance Act, 1983, business pro" 
fits deriv d by charitable and re)igious 
trusts are not xempt from income~tax 
e"c pt in certain cases. Conformably 
with thi provi si on', I propose to provide 
that exemption fro n wealth-tax will 
also . not be available in respect of 
busine s assets of such trusts. 

97. I hall now deal with the 
proposals rela ting to corpora tion fax. 

98. For tl,1e financial year 1985·86. 
I propose · to reduce the basic rate of 
income .. tax applicable to companies 
by 5 percentage points. At pre ent, 
closely~held industrial companies are 
charged to tax at a lower rate than that . 
applicable to other closely-held com­
panie . I propose to prescribe a common 
rate for all closely-heJd companies, 
except trading 'and investment com­
panies. In the result, the basic rate of 
lncome .. tax in the case of certain 
categories of clo ely·held companie 
will stand reduced by 10 percentage 
points, from 65 p r cent to 5S p r cent. 
This will particularly benefit companie 
carrying on employm nt .. oriented activi. 
ties, uch a , consultancy od adverti ing 
services and servic s for promotion of 
tourism. 

99. The proposed reduction in tax 
rate, both for the cC'rporate and non­
corporate sectors, would have to go 
hand in hand with the discontin uance 
of certain conce ion. Under a 
provi ion made in 1980, additional 
dCDteciation is granted in r spect of 
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machinery and plant instaJled during 
the fi~ -year p riod, ftom I t April, 1980 
to 31 t reh. 1985. In he conte t of 
the pro r duction i the rates of , 
ta and the in rae in tbe genet I rat 
of d pr cj ti n alJowanc , fr m 10 
cent, to 15% with e ect ff m th cun nt 
as es ment year, I do not consider it 
nee s ary ' to contit1u th grant of 

diti n 1 depreciati n in r peot of , 
m chin ry and lant 'nsta'lIed aft r 31st 
March, 19 5. ' 

, 100, Under an existing provision, 
expenditure incurred by companies and 
co.operative ocieties on approved 
programmes of rural d ,velopmeot is 
deducted in c mputing their taxable 
profit. While the objective is laudable, 
a fi cal' c ncession is not the right 
instrum nt to achieve thi objective . I, 
th rerote, propose to di continue this 
Concession, except in reta tion to pro­
'gramme which have be n approved by 
the prescrib d authority before 17th 
March, 1985. The tax exemption a)Jowed 
in respect of profit derived from the 
publication of b ok • which would lapse 
wtth the assessment y ar 1985· 6, is not 
proposed to be continued, I also 
propo e to withdraw the tax copce ion 
fn respect of divid nds received by 
Indian companies from certain foreing 
companies .. 

101. Th t~x boUd Y conce ion is 
at pr eot avail ble in r Pl!ct of indu- ' 
trial undertakin that go into produc. 

tion befor 1 t April 1985; hot Is which 
tart functionin and ships wbich ar~ 

1,1ro\,1 ht into \.I e b fore that d te are 
I 0 eli ibJe for this conc ion. I 

~r po to e~tend this con sion for a 
furth r p riod of S year . 

102. It i nece sary to provide our 
exporters with requisite resource fot 
mod rni a tion, technological uJjgrada­
tioo, prodUct development and other 
activities with a view to taising their 
e ci ncy and productivity, not only in 
the export ector but also in the econo. 
my a whole. In view of these con i. 
CeraHo.lls, I propo e to replace th tax 
one ssion under ction 80HSe of the 

Jncorne.tax Act by a new proviso n. 

Under tb new provision, exporters win 
be entItl d to a dedu iQ of an m 'u, 
not exceeding 50 per c ht of t it Ott 

profits, cacri d to a reserve accOunt to 
b uti Ii ed for the purpo of their 
business. 

I 

J03. To faciJit te the mobiisaf D 

of intern j r source by the te iod :try 
for purpo e of iove III nt i new 
rna 'hin ry, fr h planting and r pJ nring, 

tC I I propo to provide that oompanies 
engag d in the bu 'jne s of to in and 
m nufacturin,g tea in India . ouJd be 
entitled to a d ducti n u t.o 20 p r cent 
of th ir proht depo it d in a pecial 

ccount with the Nation I Bank for 
Agric )tur a Rur J Dev,elopment. 
WilhdrawaJs fr m thi accou t would 
be allow d only for sp cined purpo es 
in accordance with cheOle t() be 
approved by the Tea Board. 

104. Wi th a view to l~ ving Jar eJ! 
fund wi th bank f r . m cHing their 
increasing oci ) co mitm nts, I propose 
to di continue int r t-tax in relation 
to interes t accruing af r 31 t March,. 
1985. I Iso propos-e to provide that 
b nk may mak~ t x d",du . tible pro­
visi ns for their bad and doubtful d bt 
up to an mount equal to 10 p~r cent <>f 
the profits or.2 r c nt of tbe aggregat 
average advances made by their rural 
rural brallces, whi bever- is higher. 

105. I aJ 0 prQPo e to eli continu 
the provisions re' tina to disaUowanc 
of 20 per cent of th e peoditur, iQ 
exc S5 of Rs . 1,00.000, op a.dvertisement, 
publicity and sales promotion; runDin 
and maiot oance of aircraft and I'QQtOt 

cars; and payment made to hotels. The 
provision reta ting to the disa JJowance of 
15 per cent of tne interest paid by non-r 
banking non-financial companies on the 
public deposi ts rais d by . them is alsQ 
proposed to be discontinued. 

106. Taking into ccount the effect 
f withdraw I of ome of the existin 

conc s ions and xpecte coil lion on 
ac~ount of th t ceot Supreme Court 
Judg m nt r rdiog seotion 80} of the 
In me·t x Act. J ' ' of t'eve Ue in 
1985·86 due to my P"'P aJ in r pect 



relief in tax on corporat sector win be 
more t~an offset. 

107. The other rtiodific ti us p o. 
posed by me in the sphere of direct taxes 
are of reJativel~ minor importance. I 
would not like to take the time of the 
~ou&e by eJaboratin them) at this 
stase. 

108. I will ow come to my.tiro­
posa]s reJa ting to the phas ~ d reform of 
corporation tax to which I made a 
reference in the earlier part df my 
speech. 

109. The cherne envisages that next 
year the ba ic rate of income-tax in the 
case of all . categorie of companies 
would be further reduo d by 5 perc nta ~ 
points. In the third ye r, I I1ropose to 
discontinue the sur hatge un income-tax 
payable by companies and to abolish 
surtax. At the same time, I propose to 
discontinue the grant of investment 
allowance in a phased mannet during 
the next two years. While withdrawal 
of investment alJowance may have an 
adver e effect on high-growth capital 
intensive indu tries, tne general reduc­
tion in corporation tax would lead to 
higher retained profits which would 
benefit all companies. The alternative 
to the above proposal i to continue the 
investment allowance with no further 
reduction in the rates of corporation 
tax and surcharge. I shall be grateful 
for the comments of the Hon'ble 
Members. 

110. I now tUfn to my propo als on 
the indir. ct taxe • 

111. Taking customs dUlies first. 
my principal propo a')- i~ with regard to 
crude petroleum. Honourable Members 
wiJl recall that in th last year'S '5 

Budget, auxiliary duty on crUde 
petrol Um as rai ed from . 9.50 to 
Rs. 1-00 per tonne. I p opose ,to inc a e 
it to Rs. 300 per to n,e. iii 0 propb c 
to levy on ~rude petrl())eutn' a ba ic 
cu toms duty ot 0 per ~ t ad valorem. 
The r venue yieJd from the proposa J 
is e timat d to be R.. 620 cro s in a 

fuJI year. Taking tbis aQd other factor 
into account, there will be an increaso 
in the price or p d L products. to other 
cases, I propose to continue the 
auxiliary duty a the existing rates upto 
the 31st March, 1986. 

112. As a mea ur of p1iote~t ion to 
the indigenous bearing i~d~stry, I pro-' 
po e to increase ·the basic customs duty 
oq ball and toilet: b adog by SO per 
cent of the exi ting rate. Tb!s will 
r suit in a revenue gain of about Rs. 20 
crores ina year. 

1 H Over the years, the rate oJ duty 
~l?plicable ,to project imports 'has gone 
up and reached the level of 6S per cent. 
Wi t~ a view to bringing down capital 
co ts, I propo e to reduce the present 
Cll toms (Juty of 65 per cent applicable 
to project imports in g ' neral to 45 per 
cent ad valorem and to provide fot a 
lower r~te of 25 per cent to imports for 
power projects and total exemption from 
duta for equipment for fertili$er 
projects. I propose to e1Ctend the 
conce si6nal project imports rate of 
45 per cent ad valorem to the public 
tdephone exchange network project. 
These measures will totally cost (he 
exchequer Rs, 290 crores in a year. 

114. Honourable Members will 
recall that in the last year's Budget, 
customs duty on imported wood pulp 
and wootl chips for the paper industry 
was reduced to 30 per cent and nU, res-

. pectively. As a' measure to r Heve the 
pressure on our forest resources, J DOW 

propose to totally exempt imported pulp 
and wood chips and make this cQIwe~ .. · 
sion available to all lIser industries. 
CustortlS du (y 00 wood in c ftai.q speci .. 
fled forms is alsp propo. ed to be redl,Jc~d 
froin the exi" ting level of 100 pre pC 
to 10 p: r cent ad valorem. These con­
ces ions would ent il a revenue sacrifi , 
of about R. 17.70 crores in full 
year. 

115. Not all the proposals in my 
basket qualify to b de cribed as crude 
or woodeD. 1'0 ,nCQur e alternativ 
sources of energy, I propose to provide 
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for total e emption from customs duty 
in respect or wind operated electricity 
generators and wind operated batt ry 
charger. I al 0 propose to reduce 
customs duty on exhaust gas analyser 
and moke met rs in ord r- to help 
enforce anti .. pollution norms. The 

venu ff, t of these conc ssions will 
be Rs. 7. S4 crores, 

116. I now propo e a set of 
measures aim d at ,export promotion. 
I m aboli hing th xport dut ies on 
twelve item which compri e iron are, 
manganese ore, raw cotton, chromite 
ore and cone ntrate, cotton waste, 
an .imal feed, m ngan se dioxide, silli. 
manite, d oiled grouodnu t oiJcake, raw 
wool, kyanit and bridge mica. With 
tllis abolition, export duty will now be 
Jeviabie only on four items, na m ", jy, 
coffee, unmanufactured t bacco, ' mica 
oth r than bridge mica and hides and 
~in . venue implication of thi 

proposal is R . 15.05 crores. 

117. Ke p ing in view the po tential 
of th leather ind us try in the fi eld of 
exports , I am presenting a package of 
proposals r latiog to th is industry. I 
propose to ·r duce customs duties on 
specifi d machin ry used for leather 
pro e sing, footwear and o ther len thee 
good manufacturing indus tri s, from 
the general JeveJ of 81.5 p r cent to 
35 • p r cent ad valorem. I propose to 
fully exempt raw h ide and skins, crust 
leather and filli hed cattle leather from 
import duty. :rhe xisting ex mption 
o n wet blue Je ther is also being made 
ava' lable on a long term basis. The 
import duty on wattle extract used by 
the J ather proe sing industry is being 
redtlced from 87 per cent to 40 p\!r cent 
ad valo'em. The proposal involve a 
revenue sacrifice of Rs. 20 .07 crores in 
a year. 

118. Some concessions were given 
in the last Budget and ill January. 1985 
o n imports of gem and jewellery 
machinery. I now propose to xtend 
the conce ion to c ftain components of 
gem and jeweJJery machinery and to 
som es entia) too; for operating them. 
Th . t v nu effect of this proposal is 

Rs. S3 lakhs. I a1so propose to 
continue the concessions given in the 
Jast Budget in respect of specified items 
of machinery for food and meat pro .. 
ces ing and packaging~ 

119. 10 order to give relief to the 
W.()oJleo textile industry, I propose to 
reduc customs duty on raw wool from 
50 per cent to 40· per cent ad valorem. 
This relief wjH cost the exchequer 
Rs. 4.80 crores in a year. 

120. Honourab1e Members would 
recaJJ tha t a few months ago, GO'Vern­
ment had extended a concessional rate 
of customs duty of 4S per cent in respect 
of components to . be imported for the 
manufacture of fuel efficient commercial 
vehicles under n phased manufacturing 
programme. I propose to extend this 
concession to warrantJy pares for such 
vehicles. In order to help indigeni. 
sation of the parts of commereial 
vehicles, I also propose to make the 
same concessiona1 rate available to 
components imported by specified anciJ­
lary industries, The concession is 
proposed to be extended to components 
of fuel injection pumps and warranty 
spares imported by manufacturers of 
fuel injection pumps. Toge ther, th se 
concessions wjJl cost the exchequer 
Rs. 24.7 crores 'jn a year. 

121. I PJOpose to totany exempt 
from customs duties certain advanced 
type of computers not manufactured in 
the country. Simultaneously, customs 
duty On four important components of 
computers is being further reduced from 
75 per cent to 25 per cent ad valorem 
with a view to reducing the cos,ts of tbe 
indigenous n1anufacturer of computers. 
These propo £lIs would jnvolvc a r venue 
acrifice of Rs. 20.40 crores. . 

122. The demand of healtb and 
m dica) care has not escaped my at­
tention. I propose to reduce the duty 
on certain important items of medical 
equipment uch as Nuclear Magnetic 
Resonance Scanner. CAT Scanner and 
Linear AcceJ rator, to 4S per c nt 
ad valorem. Thtee pecified interm di­
at sued in the manufacture of the anti-
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T.B. and anti·Leprosy drug, Rifampicin, 
are being to'tally ex.empted from import 
duty. I also propo e to reduce the 
customs duty on eight .other drug inter­
media tes as 'alsd on homoeopa thic 
medicines , The rev nue effect of these 
concessions is Rs. 14.09 crores. 

123. Government has already 
exempted from the levy of customs duty 
scientific and technical instruments, 
apparatus and eppliances imported by 
re arch institutions subject to certain· 
condi tions. As a measure of further 
encouragement to research in the 
country, I propose to exempt from 
customs duty consumable i terns of 
research materials to be imported by 
public-fund d research institution upto 
a value of Rs. 50,000/. in a year. This 
would entail a revenue sacrifice of about 
Rs 2.5 crores in a year • 

124. In order to encourage domestic 
production of zip fasteners and dis­
courage their ' smuggling, 1 propos~ to 
fully exempt zip fasteners from excise 
duty. This is in keeping with the other 
measures taken by me in this d~rection. 
Honourable Members will recalJ that 
rec,ently the importt duty ·on watch com­
ponents, horo)ogical machines and raw 
materials was reduced. as also the excise 
duty on watches. This measure will 
cost the exchequer Rs. 3.07 crores. 

125. In this context, the Honour. 
able Members are aware of the various 
mea~ures being taken by Government 
to tighten the implementation of anti­
smuggling measures. We have also 
recentJy anno.unced a liberalised icheme 
of rewatds and incentives in this con­
nection. I hope Honourable Members 
of the Ho~se will help to create a 
vibrant public opinion which alone, 
in the ultimate analysis, can help to 
reduce and eliminate the anti-n ational 
activities of smugglers. 

126. W;th a view to giving encour­
agement to our sportsmen winning 
awurds in event of international signi­
ficance, we have evolved a scheme by 
which they are aiveo suitable conces. 
sions in respect Qf , taxes due on the 
awards. 

. 
, 

127. Certain changes in the Cus· 
toms Tariff Act. 1975 are also proposed. 
The details of thes~ proposal are in lhe 
Budget papersr 

128. Before I deal with my pro­
posals in re pect of excise du.ties, there 
is one matter which I would like to 
mention. It relat s to the recommeo­
datioll of the Eight Finance Commission 
that there wa cope for incr asing the ' 
rates of stamp duty on biJJs of lading, , 
letters of credit and general i.psurano 
policies. I nccordingly propose to raise 
th rat s of tamp duty on the instru. 
ments of bills of lading and leHer of 
credi t. I propo e, h wever, not to 
di turb the existing rat of stamp duty 
on general insurance policie . The n w 
rates of duties would be effective only 
from the 1st July, 1985. The accrual 
of additional r venue to the States and 
the Union t rritode during the next 
financial year would be Rs. 12.24 
crores. 

129. Coming now to the excise 
duties, let'me begin with my proposals 
for additiona l resource mobilisation. 

130. The rate of duty in respect of 
item ,68 of the excise tarif!' is being 
raised from the existing level of 10 'per 
cent to 12 per cent. This is likeJy to 
yield an additional revenue of Rs. 125 
crores by way of central excise duties 
and Rs. 60 crores by way of counter­
vailin'g duty jn a full year~ I must 
hn ten to add that this increase will not 
affect the raw materials and manufac· 
tured inputs which are intermediat s. 
as the existing provisions for the s t 
off of the duty ' paid on goods falling 
under Item 68 used in the manuf~cture 
of olh r xcisable goods, would 
continue. 

131 The excise duty on vegetable . 
product which ha b n at a Jow J vel 
of 5 per cent for over 15 years i bing 
raised to 10 per cent. This mea ure 
would f tch jn a full year additi oal 
revenue of R . 70 crores. 

132. The basic exci e duty on 
cement i being raised from Rs. 205 per 
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MT to Rs, 225 per MT for the common 
varieties of cement. This WilJ r suit in 
an additional revenue gain of Rs. · 66 
crores 00 the excise ide and R . J ,60 
crore on the cus toms sid by way of 
increase in the countervaj ling duty, 

133. our new items are being 
introduced in the Excise tariff which 
will yield additional revenue of Rs. 19 
crores in a year. The fir t three items 
are marble blocks, slab and tiles, travel 
goods aod organic chemicals, The last 
item is preparation 'containing betel 
nuts and anyone or more of ' other 
ingredi nt sllch as lime, catechu car .. . , 
damotn. c pr and menthol, put up for 
aJ in uni t conta; ner '. Honourable 

Members will re ogniz this 'coalition' 
as p n lllasala. 

MR. SPEAKER 
b come tax masala. 

That has now 

134. The extent of duty differential 
enjoyed by mini steel plants is being 
reduc d, However, th y will still ha e 
a duty advantage of Rs. 50/- per MT. 
This mea ure is xpect d to yield an 
additional revenue of Rs. 18 crores in a 
full year. 

135. I propose to increase the basic 
xci e duty on aerated waters from 

25 pais to 30 paise per bottJe of 
200 ml. and on soda wa,ter froID 5 paise 
to 10 paise per bottle of 200 rot. 
(Inf 'rruptions) I do not know how 
many Members have an interest in sada. 
There will be proportiona te increase 
for bottles of higher capacity. I 'also 
propose to increa e the basic duty on 
croWn corks from 2 paise to 5 paise per 
unit. These proposals are expect d to 
yield an addi tional revenue of about 
R • 16.75 cror s in a full year. 

136. As a measure aimed at reduc­
ing eva ion, I propo e to provide for 
purely p elfie rates of duty in re pect 
of fl t gla s. J also propo e to ration­
ali e th tariff tructure relating to glnss. 
Th e m a ure will r suit in n revenue 
gain of Rs. 12.5 crore .' 

137. I propose to raise the ba ic excise 
duty 00 printing and wrIting paper and 
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leraft paper, of speoified varieties, by, 
Rs. 200/- per MT, and to increase the 

_ basic excise duty 00 certaiq 9lleciaJi ty 
pape~s like coated paper, glassine paper 
and cigarette tissue, The revenue g in 
from these measures wjJJ be Rs. 10.50 
crotes. 

138 . I propose to raise the totaJ 
duty on biris from Rs. 3.74 to ,Rs. 4 per 
tbousand. on metal ' jacketed batt rie 
from 20 per cent to 25 per cent 
ad valorem, and on storage batterie 
from 15 per cent to 20 per cent. Theso 
measures are expected to result in a 
revenue gain of Rs. 16.84 crores. 

139. My next few proposal ate 
rationalisatjon measures 

• 

140. Tbe concessionsl rates appli. 
cable to ven~er matches are being 
extended to cardboard matches pro .. 
duced in the non-mechanised sector. 
The diffi r ntiaJ rat s of duty for use of 
card board j n rna tcbes in t he mechanised 
sector ace disp n ed with. There wi)) 
be only four rates of dUly, , namely, 
Rs. 1, \ 0, Rs. 4.50, Rs . 5,15, and Rs. 6,85 
per gros boxes as against the multi .. 
p]icity of rates prevailing now. I hope 
this measure will result in greater use 
of cardboard in place of wood in the 
non-mechanised sector. 

141. In the case of household. 
iaundry and toilet soaps, duty rates 
depending only on the value of tbe ~ oap 
ar,e being prescribed, The present value 
limit of Rs. 7,800 p r tonne for quali. 
fying for the lower rate of duty is being 
rais d to Rs. 10,000 per tonne. AIJ 
soaps of value below n.s. 10,000 per MT. 
will be charged to concessionaJ duty of 
5 p~r cent and other higher priced 
soaps will be charged to 15 per cent 
ad valorem. There will be an incidental 
revenue gain of about R~, 1 crore from 
this measure. 

142, In r spect of ases and tubes 
and flap of tyres, the pr sent ad valorem 
levies are being COnv.eclt d into specific 
rates to simplify tbe assessment pro­
cedures, 
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143. I have also included in the 
Finance Bill some provisions designed 
to achieve rationalisation, simplification 
and .clarity in the tariff nomenclature in 
respect of co metics and toilet pre­
parations, iron and steel aod non· ferrous 

t metals. This measure in the case of 
cosmetics and 'toil t preparations is 
estimated to r sult in a revenue gain of 
about Rs. 5 crores. There are certain 
other minor prop~sals with not much 
revenue significance, which include 
revision of rates of duty in som cases 
and readju tment of duties, 

144. My next two proposals are a 
mea ure of simplification as well as 
relief. The fir t relates to sp cial excise 
duty. Thi duty, as HonourabJe I 

Members are aware, is levied as a per­
centage of the b( ic exci e duty, the 
maximum being 10 per cent. The 
present system entails maintenance of 
separate account in re peet of thi~ levy. 
As a first step towards abolition of 
special xcise duty, I propose to exempt 
a many as 100 items from this levy 
merging the speciaJ excise duty in some 
cases with the basic duty. Only 32 
items wjJl now be subject to this levy. 
This measure will cost the exchequer 
Rs . 38.20 crores. 

145. The second proposal regarding 
simplifica tion concerns the licence fee 
on televl jon 'sets, VCRs and radios. 
While the 'requirement of taking out a 
Ii eoce in tbe -case of radios. television 
sets and VCRs is being dispensed with, 
a new one-time I Vy is being introduced, 
on television sets alone at a uniform 
rate 'of Rs. 100 per et in lieu of the 
present licence fee of Rs. 50 payable 
every year till the T. V. set Jasta. Hence­
forth, peopJe wiJI not bay to go to th~ 
post offie s for taking out or renewing 
Hc nces, This ]evy would be an addi-
tional duty of excise, so far as T.V. 
set man~factured in India are con­
cerned. The additional duty of xcise 
colJected from this will accrue to the 
Centre only and will not be hareable 
with the States. . Adcii tional duty of 

" 

custom of an equal amount would be 
I vied on televi ion ets when imported 
into India, The collection on this 

account ·j expected to be Rs. 18 cr res 
in a year on the exei e side and R . 2 
crores on the Cll roms side. 

146. Now I come to my proposals 
regarding textiles. I propose to p rtJy 
shift. the otton fabrics duty to the yarn 
tage. Utlpro e cd cott.on fabri are 

being fuJly exempted and duty burd n 
on col ton ya rn is bing .increased g ne .. 
rally by about 25 p r cent .. How v r, 
co t ton yarn in strai ht reel h ok which 
i genera fly used by bandlooms will 
con tinue to be xempted. The concc. 
ssionaJ rate fo r yarn in cross re I hanks 
suppli d to reg; tered h odIo{ m coope. 
rative s cieti ,are also being continued. 
P wer procc sing of fabrics, whether in 
c<;>mposite miJJs· r lsewh re, will now 
attract rh same proc sing tage duty 
generally at a lower rate. While lower .. 
ing the avera)) rate, I have taken care 
to ensure that the additional duty com .. 
ponent co]lceted in Ii u of sale tax 
which goes to the States is increased. 
Exemption enjoyed by hand proce sors 
is being continued,' So also the xern­
ption to haodJoom fabrics pr ce sed by 
approved independent proce, sor and 
registe red hand loom cop ra tive societi s 
is being continued. 

147. I also pr(lpo e to fully exempt 
shoddy woolen blankets. Excise duty 
on certain polyester-wool bl ndcd 
fabrics is also being reduced, 

148. My proposals on excise duties 
relating to textj les WOll Jd re uIt in a 
rev nue Joss of about Rs. 13.85 cr res 
in a full year. 

149. As Honourable Memb rs are 
aware, ub tantinl cone sion in 
custom duty hav been accorded in the 
last two yea rs to the electronic indu­
stry, keeping in view the growth poten­
tial of this indu try. I have already 
referred to th eoncessiol' in eu tom 
duty, in ~ pect of comput r. I propo e 
to completely x mpt computer from 
excise duty. I have aJ 0 attempt d to 
rationali e the exi ting xci e tariff 
structur in r s eet of different leet­
ronie item . 
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1 SO. In order ' to simpli fy assess­
ment of eXdise duty on t I vision sets,. 
I propose to fix specific rate of duty 
reJatabl to the size of the T. V. ser en. 
While doing, 0, I am aJso exempling 
ftom xcise duty black and White tele­
vi ion ets of screen size not exceeding 
36 ems. 

151. Th se proposal will cost the 
exchequer Rs. 7.72 crores jn a year. 

152. I propose to inc~ease the 
basic exci e duty )n comm"rcial vehicles 
from 10 per cent to 15 per . c nt 
ad valorem nd on three .. axled vehicles 
from 7.5 per~ c nt to 10 per cent 
lid valorem, Tbi would yield about 
·R. 45 crores in a year. H wev r, I 
propose to provide for credit of the 

uty paid on tyre and batteri used in 
the manufacture of a1l commercial 
vehlc} incJuding three·ax1 d v hicles. 
I al 0 propose to allow a reduction of 
duty by 2 percentage points in re pe-ct 
Qf commercial vehicles are turbo charged .. 
Thi conces ion will aloe xtend d to 
pa nger car if th yare tu rbo-
charg d. The e two proposals wilJ 
co t tb xchequ r R . 82. crore in a 
year. Th ne t 10 s of rev nue w.ould, 
therefore~ be R . 37 crOTes. hope these 
measures would help manufactuer to 
r duce the price of commercial 
vehicles. 

153. Honourable Members would 
recall that in the 1982 Budget, full 
exemption w s given to duplex paper 
board int oded for lamination with low 
den i ty po)yethy} ne and intended for 
pa kaging of rpi I k. I propose to 
ex tend the conce' i on to a II 
varieties of paper and pap r 
bo rd int nded for lamination with J w 

densl ty polyethylene. which should help 
in 'better utilisation and marketing of 
milk. I aJso propose to fully ex rnpt 
acce sorie of cycle and leath r bard 
from xci e duty. The e measure will 
ntait a revenue sa rifice of Rs. 2)0 

cror s in a fuO year. 

154. My last proposal relate to the 
excis duty exemption for the small 
c Ie s ctot. As the Honoura Je Mc;m­

ber ar aware, tbe exci e duty m cb .. 

'anism has been used to encourage 
the growth of this sector, Under ~e 
present genera) scheme rela ting to ,67 
sped fied' groups of ~ommodjties, fuU 

, exemption is available upto first cleara­
nces of Rs 75 Lakhs and cl arances 
thereafter upto Rs. 25 lakhs are 
charged to duly at 75 per cent of 
the duty otherwj e payable. However, 
a unit whose cleflrances had exce qed 
Rs 25 Jakhs in the preceding financial 
year is not eligible for the concession. 
In ord r to see that the cut-off limit of 
Rs. 25. lakhs does ,not inhibit the 
growth of the smaH scale sector, I 
propose to raise the eligibility limit to 
Rs. 75 ) kh . ' 1 also ' propose to fur­
ther liberaJise the sch me by providing 
for lab rat s. For clearance b fw en 
Rs. 7.5 lakhs and Rs. 1 S lakhs the rate 
wilJ be 25 per cent, for clearances bet­
ween R . 15 lakhs nd 25 lakhs the rate j 
wi JJ be ,50 per cen t and for clearances 
between Rs. 25. lakhs and 40 Jakhs the 
ra te wiJJ be 75 p r cent, of the duty 
othe wise payable The revised scheme 
envi ag s that even when a manufacturer 
exc eds the Hmit of Rs . 40 lakh , he 
does not lose the concess ional rates 
applicable at the lower sl~bs, tjJJ he 
exceed Rs. 75 Jakhs. A !\imilar scheme 
with orne m'odifications is being intro­
duc'ed in respect of goods 'faWng under 
item 68. 

155. My propo als relating to the 
smal1 scale .sector eQtai a .re:v flU aeri­
fice of Rs. 20 cfores. 

156. My proJ:losals in respect of 
Cttstopl~ allq excise dpti S outJin d abo-v 
are )!keJy to yield aa~itjopal revenue of 
of Rs. 707 crores frqm c\),StOqls duties 
and Rs. 424 .29 Cf9tes fr Jl1 expo e 
duties. Tbe conce sions nd rcli fs 
aggregat Rs. 4J Q.88 cror s '- on th 
customs side and,.R . l64. 75 ~ ores on 
the excise side. TJJe net a-cfdiHo J 
rev~nue from customs duties thus w, uJd 
be Rs. 287.12 crotes ,nd bat rom 
exci e ~utjcs .Rs. 25.9.54 crores. In the 
excise duties. the Centre's sh re wouJd 
be Rs. 139.59 cores d Ib t of tho 
States Rs. 119.,.95 crores. Tee tte's 
share includes a sum of s. J8 C"OI: I 

on .account f a(lditj.Q,lla) xc' e duty n 
television sets. I w'o~d Ii to Ql ioo 
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that tb States· share has been calcu­
lated at the rate of 4S per tent of the 
net proceeds from basic ex ise uties 
and that steps have been taken to inc­
rease the incidence of additional duty 

lin lieu of. sales tax. 

1"57. Copies of notifications gJVlOg 
effect to the changes in customs and 
excise duties effective from the t 7th 
March, 1985, wiJJ be laid on the Table 
of the House in due course. 

158. I had earlier mentioned that 
the Budget deficit at the existing rates 
of taxes would be Rs. 3660 crores. The 
proposed tax measures, taken tog ther 
with reliefs and concessions. are esti. 
mated to yield net additional revenue 
of Rs. 311 crOTes to the Centre and 
Rs. 132 crores to the States during 1985-
86. This will leave an uncovered de­
ficit of Rs. 3349 crores. This deficit is 
lower than that in the curfent year and 
is reasonab1e. I am confident that 
various polkes and measu.res which we 
have proposed will further stimulate the ' 
economy and contribute to the welfare 
of the common man. 

159. Let me end, Mr. Speaker, as 
I began, with the words of the late 
Prime Minister, Smt. Indira Gandhi: 
"We all have fai th in new India. Let 
us put our shoulder to the Wheel". 

---
18.52 brs. 

FINANCE BILL. 1985 

[English] 

THE MINISTER OF FINANCE AND 
COMMERCE AND SUPPLY (SH I 
VISHWANATH PRATAP SINGH) : 
I beg to move for leave to introduce 
a Bill to give effect to the financial 
proposals of tbe Central Gov rnment 
for the financial year 1985-86. 

·published in Gazatte of India Extra- ' 
ofginary Part II, Section 2 dated 16.3. 
]985. 

Amendfllent BI/I 

M SPBAKER: The que$lioo is : 
"That leave be granteo to IDtroduce 
a BiU to give ffect to the financial 
propo aJ of the C ntral' Govern­
ment for the financial y ar 1985. 
86," 

The motion was pdopled. 

SHRI 
SINGH: 

VISHWANATH PRATAP. 
I introduce·· tbe Bill. 

MR. SPEAKER: The 
Bi II has been introduc d. 

18.53 brs. 

Finance 

COMPULSORY DEPOSIT SCHEME 
(INCOME-TAX . PA YBRS) 

AMENDMENT BILL* 

[English] 

MR. SPEAKER: On the request 
of the Minister of Finance, I have per­
mitted him to indroduce a secret BiH 
Without prior circulation of copies of 
the Bill. 

The Minister of Finance may now 
move the motion for leave to introduce 
the Bill. 

THE MINISTER OF FINANCE AND 
COMMERCE AND SUPPLY (SHRI 
VISHWANATH PRATAP SINGH): 
I beg to move for leave to introduce 
a Bill further to amend the Compulsory 
Deposit Scheme (Income-tax Payers) 
Act, 1974. 

MR. SPEAKER: Th qUt stion is : 

"That leave be granted to in troduce 
a Bill further to amend the Comp]· 
ory D posit Scheme (Income"tax: 

Payers) Act, 1974. 

The mOl ion wa ad(Jpted. 

** Introduced with the recommendation 
01 the President . 

• Publi hed in ' It tie f India Btl. 
ordinary. Part II. ec ion 2 d ted 16.3.-, 
1985. 
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SHRI VISHWANATH PRATAP 
SINGH ~ I introduce the Bill, 

M~. SPEAKER: The BiJJ has 
been introduced. 

Copies of th BiH are available in 
the Budget sets. 

Gupta Printing Works DeJQj .. UOO06 

MARCH 16, 1985 Amendment Bill 48 

The House stands adjourned tiJJ 11 
A,M. on 18th March, 1985. 

18.55 hrs 

The Lok Sabha thell adjourned /il/ 

Eleven of the Clock on Monday March 

18, 1985/ Plta/guna 27, 1906(Saka). 
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