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Sir, three lakhs of casual labourers are
rotting. They should be regularised.
The gangmen have represented time  and
again that while the track ren ewals are

ing far behind, they are practically
left with less time to pcrfcrm dmr duty
as due to increase in train services and
speeding up of trains, they are unable to
attend to th'e:ls work properly., This situa-
tion demands that the gangmen strength
should be increased.

The Minister speaks of efforts in “creat-
ing the infrastructure for running heavier
goods trains upto 4,500 and even 7,500
tonnes hauled by multiple engine consists.”
In this connection, I have a journal from
Great Britain which shows that the heaviest
freight train there is only 3,304 tonnes.
So, how can our goods trains carry 7,500
tonnes in the wretcgcd conditions of railway

track in India ? So, without improving
the railway I:rack it would be disastrous
to run heavier goods trains so far as the
I ndian Railways are concerned,

I oppose the freight rate for passenger
and goods traffic,

About traction workers, much is written
in this journal Don't Kill Traction Workers,
I am amazed to note that whilein D.V.C
there have practically been no case of
clectrocution deaths during the past 30
years, in a relatively shorter period in
railways there have becn a total of Bo4 cases
of electrocution in which as many as 232
workers have died with an equal number
permanently  disabled. You are treating
the workers in such a manner that they
are becoming restive and they feel that they
are oppressed and they are insulted, and
as the great poet Rabindranath Tago re
had said :

“Hey mor Durbhaga Desh
Jader Karecho Apaman
Apamane Hate Hale
Tader Sabar Saman."

That means il ycu treat the workers
like this. .......

MR. CHAIRMAN : I have to adiourn
the House at 16- 30 hrs

SHRI KRISHNA CHANDRA HAL-
DER : In half a minute I am concluding.
I oppose this increase in rail tariff and
I appeal to you, please do not kil any
more people through accidents. Partie
cularly do not kill any more railway staff
by violating safety measures, Increasin
passenger fares and freight charges wo
mean subsidising a bureaucracy who are
completely oblivious of the misseries of the

people.

present the Budget to thi

1981-82

I oppose the increase in fares and freight
charges and I oppose the Railway Budget+

16' 30 hrs.

MR. CHAIRMAN : The House stands
adjourned to re-assemble at 17:00 hrs.

The Lok Sabha adjourned iill Sevenieen
of the clock.

The Lok Sabha bled at 3 Sevente
of the Clock.

[Mr. SPEAKER in the Chair]
GENERAL BUDGET, 1981-82

MR. SPEAKER : Now hon. Finance
Minister.
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THE MINISTER OF FINANCE
(SHRI R. VENKATARAMAN) :

Sir, It is my privilrﬁr. once ag?_iln, to
s august House.

2. The Budet for 1981-82 has been
formulated in an economic situation which
continues to be difficult, but also shows
great improvement over the desperate
conditions pfl!valll[lg a year ago. The
“Economic Survey'’ presented to the
House this week contains a detailed review
of developments in the past year. I shall,
therefore, only review the highlights of
the economic situation as a background to
presenting the strattgy of next year’s
budget.

3. Hon’ble Members will recall
that when our Government took office in

January 1980, we inherited an cconom

in extremely poor shape. (Interruptions)
am glad it has sunk. It was reeling from
a disastrous economic performance in
1979-Bo, when the Gross National Product
declined by 4.5 per cent, and prices in-
creased by Over 21 per cent.

ot wmue fog wwe: v AT T

SHRI R. VENKATARAMAN
Neglect and mismanagement of the in-
frastructure had produced a erisis situa-
tion in key sectors such as coal, power
and railways,

4. Faced with this grim situation,
our cwc:riding objective was to arrest the
detenorahm and set the ecomomy once

in on the path of stability

was no casy task. The lcvm l
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of 1979-82, and the accumulated problems
in management of the infrastructure, cast
a long shadow over 1g8o0-8r.

5. Efforts to improve infrastructure
performance deserved and received the
highest priority in 1980-81. A mechanism
for cris's management was established,
with spccial ad istrative arrange t
to monitor and co-ordinate Government
action in this area, and to set clear pric-
rities. It took time for these efforts to
bear {ruit, but by the middle of the fiscal
year, all the three sectors, power, coal
and railways showed distinct improvement.

6. Power generation suffered in the
early months of 1gBo-B1 because ol very
low hydro-electric generation. This was
a direct consequence of the acute drought
of 1979, wiich lelt the reservoirs severely
depleted through the lean summer months
of 1980. Hydro-electric generation picked
up after July when most of the reservoirs
were replenished by the monsoon. There
was also a very substanlial improvement
in thermal generation. The problems of
coal availability which had plagued ther-
mal power plants during 1979 were sub-
stantially overcome and rail movement of
coal to thermal plants was organised on a
priority basis. Strenuous efforts were also
made to improve the operational efficiency
by initiating betterment and renovation
programmes in the States with technical
advice [rom C=ntral Agencies. As a result,
thermal electricity generation in Novem-
ber and December 1980 was 21 per cent
higher than in the same months in 1979.
For the year as a whole, electricity genera-
tion islikely toshow an increase of about
6 per cent over 1979-80. However, in the
second half of 1980-81 generation would
be about 13 per cent higher than the
sccond hall of the previous year,

7. Coal production in 1980-81 also
shows a marked improvement, The pro-
duction of coal and lignite had remained
more or less stagnant at about 106
million tonnes since 1976-77. This frustra-
king spell of stagnation has been broken
and production is expected to exceed 11
million tonnes in 1980-81. Better avaiﬁ
ability of power was one of the important
factors bzhind this improved performance.

8. Tne railways have shown improve-
ma.nt in the movems=nt ol freight in recent
months, breaking a patiern of deteriora-
tion witnessed over the past three years.

9. Industrial production in 1980-81
reflected the progress made in removing
infrastructure constraints. I have already
mentionrd that hydro-electric generation
was very low in the first three months of
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1980-81 because of the depletion of reser-
voirs. The resulting shortage of power
depressed industrial production through
much of the first half of 1980-81. How-
ever, with the easing of infrastructure
constraints in the second half of the year,
industrial production has picked up. For
the year as a whole, it is likely ts show
a growth of about 4 per cent. This com-
pares with a decline of 1.4 per cent in
1979-8o.

10. In addition to efforts at impro-
ving inlrastructure performance, the Go-
vernment also took wide ranging measures
designed to create conditions conducive
Lo rapid industrial expansion. Hon'ble
Members will recall that the Budget for
1980-81 contained specific fiscal incentives
designed te encourage investment activity.
This was {ollowed by the Industrial Policy
Statement of July 1980 in which several
promotional measures were announced.
Steps were also taken in the course of the
year to increase the flow of investment
finance to industry. A new policy has
been enunciated to permit investment
funds from oil exporting developing coun-
tries to flow into new units in selected
industries in the form of portfolio invest-
ment. The guidelines forissue of debentures
were revised to permit more effective use
of this instrument for mobilisation of
funds.

11, Although the promotional im-
pact of these measures could not manifest
itsell fully in 1980-81 because of inflrast-
ructure bottlenecks, they have undoubred-
ly set the stage for longer term industrial
expansion in the coming years.

12. The performance of agriculture
1980-81 gives every ground for satisfac-
tion and provid.es great reassurance about
the basic health of this vital sector of
our economy. The weather in 1980-81
was avourable in most, but by no means
all, parts of the country, and this created
conditions conducive, to an agricultural
recovery. The total production ol foodgrains
in 1980-81 is likely to exceed 132 million
tonnes, which is more than 23 million
tonnes higher than in 197g-80.

Y sgana g wwaw ;4 arfet agi §
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SHRI R. VENKATARAMAN : It
will surpass the previous peak level achi-
eved jn 1978-79, and yet weather condi-
tions were less favourable than in that
year. The gains in foodgrains production
in 1980-81 have been accompanied by a
very substantial recovery in sugarcane pro-
duction. Production of fibre crops was also
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13. Tnis excellent pcrformancc testi-
fies to the soundness of the agricultural
strategy we introduced in the late sixties.
Tnis strategy was vigorously pursued in
1980-81. A concerted effort was made to
ensure adequate produclion of quality
seeds. The area under high yielding varie-
ties was expanded to 48 million hectares
compared with only 35.2 millicn hectares
in 1979-Bo. Large imports of fertilisers
were undertaken to supplement domestic
production. Fertiliser consumption in
terms of nutrients is estimated o have
increased from 5.26 million tonnes to 5.6
million tonnes. Expansion of irrigation
received special attention and the agri-
cultura! extension machincry was streng-
thened to ensure a more effective transler
of technology.

14. Tae excellent performance of
agriculture, combined with the beginning
ot a recovery in industry, is likely to
produce an owverall growth of 6.5 per
cent in the Gross National Product. This
is an important achievement, but I must
-caution also against complacency. The
progress made needs to be consolidated,
and further momentum must be built up
if recovery of 1980-B1 is to mature into
full fled growth next year. Tris calls
for a realistic assessment ofthe strengths,
as well as the weaknesses of our economy.

15. Tne economy continued to be
subject to inflationary pressure during
1g80-81 although there can be no doubt
that there was a marked improvement
over 1979-Bo. The increase in_prices
during 1980-81 upto the end of January
1981 has been 13.5 per cent. It was nearly
20 per cent in the same period in the
previous year. Inflationary pressures were
particularly severe in the first half of the
year because of the after effects of the
drought of 1979 and this was cgpcciallav
evident in the behaviour of sugar, gur an
khandsari prices. With the improvement
in the supply situation in the second half
of the year, there was a definite improve-
ment. Prices declined from the middle of
October to the end of December. They
have risen since then, partly because of
the ungavoidable increase in petroleum
prices effected in January. However in
recent weeks, the increase in prices has
moderated.

16. I must caution, however, that
although inflation has abated, it has nor
been owvercome. The economy remains
subject to continuing cost push pressures,

including especially the transmission of

international inflation through rising prices
of oil and other essential imports. Since
these cost push pressures are likely to
persist, continued vigilance 1s required in
the coming year. It is essential to evolve a
strategy for coping with the cost push
inflation effectively by tackling the prol
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at its roots. This is not only a matter
of demand management. It also requires
an all out effort to increase efficiency
and achieve higher productivity.

17. Monetary and credit policies in
1980-81 were tailored to the requircments
of the inflationary situation and commer-
cial eredit was strictly regulated. In
addition, steps were taken to ensure that
the distribution of bank credit conforms to
our economic and social priorities, The
Reserve Bank has evolved guidelines to
ensure that an increasing share ol priority
sector credit is directed to weaker sections
especially those identified in the 20 poin’
programme. According 1o these guidelines:
40 poer cent of priority sector lending is
to be earmarked for the agricultural sec -
tor. Halfl of the direct lending by com-
mercial banks to agriculure and allied
activities will be  directed 1o small
and marginal farmers and  agricul-
tural labourers. Furthermore, 12-5 per
cent of total credit advanced to small
scale industries will be reserved for rural
artisans, village craftsmen and cottage
industries.

18. The expansion of banking in the ru-
ral areas is continuing and the programme
of establishi Regional Rural Banks
has been accelerated. There were only
Go such banks at the end of December
1979. There will be one hundred by the
end of March, 1981.  Another 25 Regional
Rural Banks will be established in the
year 1g81-82. It is proposed to increase
their number to 170, covering 270 districts,
by the end of the Sixth Plan. A National
Bank for Agricultural and Rural Develop-
ment will be established as an apex
institution to meet the credit needs of the
rural community and a bill to this effect
will be introduced shortly.

1g. This is an appropriate occasion to
inform the House that we have decided to
undertake a major re-organisation of the
Life Insurance Corporation in order to
strengthen its ability 1o meet the challenges
of the future. The Corporation has an
impressive record of extending insurance
service to the community. In the proces
it has grown very considerably in size.
1t has, therefore, become desirable to res-
tructure the Corporation into more manage-
able units in the interest of operational
efficiency, and also to allow an element of
healthy compet tion. Accordingly, we have
decided to re-organise the rporation
into five independent units with a co-or-
dinating body to provide for supervision
and guidance on  matters of common
interest. 1 have no doubt that these changes
will improve the quality of service rendered
to the policy holders. This re-organisation
will impart a greater degree of dynamism
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into the working of these nstitutions,
and this will help to extend life insuranoce
into the rural areas, where only limited
headway has been made so far.

20, The balance of payments situa.
tion facing the country gives cause
for concern. Rising prices of impor-
ted oil have added enormously to
the external payments burden on the
economy. The import bill for crude
oil and petroleum products is likely to
reach Rs. 5,600 crores in 1980-81, com-
pared with only Rs. 1,677 crores two years
ago. Most of the increase is due to the
increase inoil prices. The total import
bill in 1980-B1 is likely to be around Rs.
11,300 crores whereas exports are pro-
jected to be only Rs. 7,100 crores. Even
after allowing for the surplus on net in-
visibles, the country has to finance a
balance of payments deficit of about Rs.
2,000 crores in 19Bo-B1, This is much
larger than the amount of external assis-
tance available, and it has led to a signi-
ficant drawdown of foreign exchange
reserves. It is, therefore, essential wo evolve
a strategy for bringing the balance of

yments under conrol. The Government
f:s already taken a number of steps
in this direction.

21. High priority has been accorded
to oil and natural gas exploration in
order to reduce our dependence on impor-
ted supplies as much as possible. The
0Oil and Natwral Gas Comumission has
found evidence of hydrocarbons in several
structures bo and onshore and
it i1s essential to pursue the exp]oralion
and development effort with all the re-
sources at our command. To this end, an
ambitious programme is envisaged for the
0Oil and Natural Gas Commssion and
Oil India Ltd. The urgency of the situa-
tion is also such that the Government
has decided to supplement our domestic
capability by engaging foreign parties on
contract, on a production sharing basis,
to hasten the pace of cxploratiun and
development of potental oil fields. It is

ted that the foreign companies selec-

under this scheme will commence
work in the second half of 1981-Ba.
(Intrruptions) Mr. Speaker, are we going
to have a time to line debate # 1 am
ready for it :

MR. SPEAKER: Please carry on.
( Interruptions)
. MR, SPEAKER : This is at legst
inexpensive.

SHRI R. VENKATARAMAN :

ﬂ"zoz.m’.[ﬁ:c fbala.mx of payments situation
or strong support to exports
and the Government has taken several
important initiatives in this regard re-
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c}l;:ntl}:. Hon':gle Mcgnbcrs I‘:.si“ mu-]ll
that in my Budget Speech t year
stated that the Government had taken a
decision to establish an Export-Import
Bank to assist in the financing of interna-
tional trade. The details of this proposal
have now been worked out, and it is pro-
posed to introduce a Bill in the current
session for setting up the Export Import
Bank as a Statutory Corporation. I am

viding Rs. 70 crores in the Budget
or this purpose.

23. There is also considerable scope
for import substitution by increasing
domestic  production and expanding
capacity in sectors such as stecl, cement,
fertiliser, non-ferrous metals and oil-
seeds. This is being vigorously pursued.

24. The strategy of the Budget I am
about to present flows from my assess-
ment of the state of the economy. We
have come out of the crisissituation which
prevailed a year ago. The agricultural
sector has recovered and is well poised
for continued growth. The Industrial
recovery is a yet Far“a]' but the various
policy initiatives already taken have created
conditions favourable for an industrial
revival. With further improvement
in infrastructure performance, the cons-
traints on industry in the coming year
should be substantially eased. The em-

hasis in 1981-82 must therefore shift
rom crisis management to growth.

25. The tasks ahead of us have been
clearly indicated in the Sixth Plan, which
has now been approved by the National
Development  Council. The Plan es-
tablishes a target of 5.2 per cent growth
per annum and calls for an ambitious
public sector investment programme
of Rs. 97,500 crores. As in the past,
agricultural  development, with special
emphasis on the weaker sections, 1s the
centrepiece of our development strategy.
But the Sixth Plan also identifies some
other areas which have become especially
critical. The  energy-transport system
comprising such critical sectors as power,
coal, oil, ports and railways, requires
massive investments if these sectors are
not to hecome a constraint upon economic
growth.

26. The Budget must make a beginning
in undertaking these large and urgent
tasks. But it must do so in the full
knowledge that the threat of inflation has
not been fully overcome. The fiscal
deficit should therefore be kept within
tolerable limits. At the same time,
taxation must be usedfjudiciously so that
it does not fan the flames of "inflation
as happened in 1979-80.

[ waqie Tog weaw : 7 F9 TF
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27, Along with fiscal discipline we
must also take steps to encourage the
flow of private savings into the financial
system. Only thus can we ensure ade-
quate  availability of non-inflationary
financing to meet the rapidly expanding
needs of the economy. This flow of
resources into the financial system is
threatened in two ways and we must
tackle both.

2B. First of all, it is threatened by the

rnicious growth of the black economy.
%ehis generates income flows which cannot
casily surface in the financial system,
and are therfore dirccted into socially
harmful activity such as hoarding, pro-
fiteering, speculation  and wasteful
consumption. This only stokes the
fires of inflation. The Government has
recently taken a major initiative to
direct some of the resources circulating
in the black economy into the public ex-
chequer through the sale of Special
Bonds.

[An hon. Member : It is a joke.]
Further action on a wide front is necessary
to check the generation of black money
so that this social evil is progressively
eliminated from our society.

[Skri ggr;rfmoy Bosu (Diamond Har-
bour): Tl is an rlection next year?)

29. A second impediment to financial
savings is the existence of high rates of
inflation. In an inflationary situation it
becomes essential to provide adequate
icentives to financial savings. Since bank
deposits are the most important single
mechanism for financial savings, it has
been decided to raise the interest rate on
maturities from one and upto five years.
An announcement to this effect is being
made bv the Reserve Bank. The interest
rate paid on d its above 1 year ma-
turilypa.;nd upt:po-: years will l}c raised
from 7 per cent at present to 7.5 per cent.
The rate paid on deposits above two years
and upto three years maturity will  be
raised frem 7 per cer t to at present to 8.5
per cent. The rate yaid on deposits abuve
three years maturity will Le raised Imm
8.5 per cent at present to 10 per cent.

30. The interest rate paid by banks
on deposits above 5 years is unchanged,
but a new National Savings Certificale
will be issued with a maturity of 6 years
which will carry, an interest raie of 12
per cent.

[Shri  Fyotirmoy Bosu : By which
time the money wvalue will become
half or quarter?]

This will provide the necessary ircentive
for encouraging longer term savings.

31. In addition to these measures, I
Propose to raise the interest rate ceiling
on debentures from 12 per cent at present
to 13.5 per cent. ‘This is in line with the
other interest rate cha proj )
and it will encourage large industrial units

to raise their requirements of investment
finance through their own eflorts. It is
essential that these units, which have
the capacity to mobilise resources through
the financial markets, should make
greater cfforts in this direction and thus
reduce the burden on the term lendings
institutions.

32. At present, public companies are
permitted to accept deposits from the
public upto 25 per cent of the aggregate
of their pa‘d up share capital and free
reserves. They are also allowed to
accept deposits upto 10 per cent of paid up
capital and free reserves ecither from
their shareholders or from others when
guaranteed by a Director of the company.
These limits do not apply to inter-com-
pany deposits. These  provisions go-
verning company deposits will be con-
tinued. However, it is proposed to im-
pose a ceiling of 15 per cent on the interest
rate which can be paid on these deposits.
The requisite orders giving effect to these
decisions are being issued.

33. As a further step in facilitating
investment in industry we have decided
to relax the requirement under the Stock
Exchange guidelines that  promoters
can only hold a maximum of 40 per cent
of the equity of a new company. This
provision conflicted in some cases with
the requirement of the financial institutions
that promoters put up a minimum per-
centage of the total cost of the project.
This potential contradiction between two
different requirements had given rise to
considerable difficulties in the imple-
mentation of new projects. In order to
overcome these problems, promoters
will be allowed to hold higher equity
than 40 per cent limit during the initial
stages of a project. However, equity
holdings above 40 per cent will have to
be divested within three years from the
date of commercial producticn by an
offer of sail to the general public.  This
rationalization sheuld speed up the im-
plementation of new projects in industry.

34. I am confident that these wide-
ranging measures will help to encourage
the flow of savings into the financial
system and increase the availability of
funds for industrial investment. They
create highly favourable conditions for
growtn mn the coming year.

35. Having outlined the brcad ap-
proach 1 have adopted in fornulating
the Budget and scme associated policy
initiat;ves, I will now turn to the Revised
estimates for. 1980-81 and the Budget
estimates for 1g81-8z2.

Repised Estimates for 1g80-81

36. The Budget estimates for 16€o-81
bad envisaged a deficit of Rs. 1.445
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crores. However, as a result of discus-
sions between the States and the Plan-
ning Commission the State Plan outlays
were increased in a number of cases.
Central assistance for State Plans was
increased by Rs. 310 crores. We have
also to provide additional assistance of
Rs. 58 crores to the Rural Electrification
Corporation. The provision of short
term loans to the States for supply of
agricultural inputs also had to be increased
by Rs. 25 ecrores.

37. In addition, the Central Government
has to provide assistance of Rs. go crores
to the States to help in flood reliel work.
Special loan assistance of Rs. 76 crores is
being provided to certain North Eastern

tates including Assam to meet the gap
in their resources caused by their excep-
tional difficulties.

38. A larger provision for subsidies is
being made than originally envisaged.
The provision for net outgo on imported
fertilisers is being increased Rs. 104
crores. The provision for food subsidy, sub-
s'dy on controlled cloth and provision for
ca.s]; compensatory support and market
development for exports are also being
increased by Rs. 110 crores.

39. The provision for Defence expendi-
ture has to be increased by Rs. 200 crores.

0. The financial position of certain
public sector undertakings did not show
the recovery anticipated at the Budget
stage. Additional non-Plan assistance of
Rs. 104 crores to these undertakings has
therefore become necessary.

41. Turning to the Central Plan ex-
penditure, 1 am happy to inform the
House that expenditure in crucial sectors
like power, coal and petroleum has been
satisfactory. The House will also be
happy to note that the level of disburse-
ments of the Agricultural Refinance and
Development Corporation has for exceeded
th= initial Budget estimates, and I am,
therefore, providing an additional sum
of Rs. 126 crores to the Corporation.
An additional provision of Rs. 50 crores
is being made for Industrial Development
Bank of India to enable it to meet its
rising commitments. In certain sectors
like steel and civil aviation, there has
been a shortfall in internal resources
generation and budgetary support for
the Plan has to be significantly stepped
up. There may be some shortfalls in
the Plan expenditure jn some other sec-
tors. However, even after taking these
into account, the budgetary support
for the Central Plan in 1980-8B1r will be

Rs. 297 crores higher than in the Revised
estimates.

.
r
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42, The total expenditure of the Central
Government is now estimated at Rs.
22,808 crores compared with Rs. 21,467
crores in the Budget.

. Turning to receipts, I am happy
toﬂ;nform IE: House Pthal despite Plﬁc
concessions in income-tax allowed in
the Budget for 1580-81, tax revenues
have not suffered. My judgementthat
lower rate of taxation will promote better
voluntary compliance scems to have been
vindicated. The receipts from Corporation
tax would be higher by Rs. 35 crores
compared with the Budget estimate of
Rs. 1515 crores. (Interruptions) Wait and
see. Receipts from Union Excise duties
are also estimated to be higher by Rs. gg
crores compared with the Budget estimate
of Rs. 6265 crores. The receipts from
Customs duties are likely to exceed the
Budget estimate of Rs. 298q crores by as
Rs. 361 crores in the current vear to due
to larger imports and higher international
prices.  After deducting the States’ share
of the various taxes, the net tax revenue of
the Centre is now estimated to be Rs. 419
crores more than the Budget estimate
of Rs. Bg22 crores.

44. Capital receipts too, show an im-
provement of Rs. 1945 crores over the
Budget estimate of Rs. 7,604 crores.

is is because of higher market
borrowing of Rs. 104 crores and estimated
receipts of Rs. 200 crores from the sale of
Special Bearer Bonds, offset by some
shortfalls elsewhere.

4E Total receipts are now estimated
at Rs. 20,833 crores compared with the
Budget estimates of Rs. 20,022 crores.
The current year is now expected to close
with a deficit of about Rs. 1,975 crores.
The House will appreciate that almost
the entire increase in the budgetary
deficit is accounted for by larger budgetary
support for the State and Central Plans.

Budget Estimates for 1981-82

46. The Budget for 1981-B2 reflects
the objectives, priorities and programmes
of the Sixth Plan. Plan outlays of the
Centre, State and Union Territories
in 1981-82 are estimated at Rs. 17,479
crore, compared with Rs. 14,593 crores
in the Budget estimates 1 1. This
reﬁrmms an increase of nearly 20 per cent,
The Plan outlay of the Centre for  1981-82
is being steoped up very considerably
to Rs. 8,619 crores from Rs. 7,340 crores
in the Budget cstimates 1980-81, an
increwse of 17.4 per cent. This will be
financed by budgetary support of Rs.
6,300 crores, and internal and extra
budgetary resources of Public Sector
Undertakings of Rs. 2310 crores. The
total of the approved Plan outlays of
States and Union Territories will be
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Rs. 8,860 crores as against Rs. 9253 crores
in Budget estimates 1980-81, that is, an
increase of 22 per cent. A provision
of Rs. 3,462 crores has keen made for
Central assisterce fer the Flans of the
States and Union Territories.

47 Agriculture has a preponderant
role in our econemy and is development
sets the pace for the economy as a whole.
The Annual Plan outlay for agriculture
in the Central and State Plans has been
stepped up to Rs. 1047 crores from
Rs. 025 crores in Dudget estimates
1g80-81. Expansion of the area under
irrigation is the mnst important single
factor enabling a shift to high productivity
scientific farming. Accordingly it is
proposed to add 2.5 million hectares
under irrigation in 1981-82. The outlav
for major and medium irrigation in the
Annual Plan of the Centre and States
for year 1981-82 is being raised substan-
tially to Rs. 1408 crores from Rs. 1213
crores  in  Dudget estimates 1g80-81.
The outlav on minor irrigation will be
Rs. 301 crores compared with Rs. 266
erores in 1080-B1.

48. Parallel with the effort at hoosting
total agricultural production,  Annual
Plan lays great stress on special pro-
grammes to bencfit the weaker sections
of rural society such as landless labour,
small and marginal farmers, rural artisans
and scheduled castes and scheduled tribes.
One of the impertant programmes
which this Government has launched
for this purpose is the ational
Rural Employment Programme.

[t warm frg wvaw : faere d deges s
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We are providing Rs. 180 crores in the
Central Plan for this programme and this
will be matched by an equal amount from
the States.

49. Another important initiative
aimed at helping the weaker sections is
the Integrated Rural Development Pro-
gramme. This programme absorbs the
earlier complementary, and somelimes
overlapping programmes aimed at parti-
cular sections of the population. We
have provided Rs. 198 crores for this
programme as well as for special pro-
grammes such as Desert Development
and Drought Prone Area Programmes.
With an equivalent contribution from
the States, it is_expected that the Inte-
grated Rural ])evelochm Programme
will help 3 million families to go above the
poverty line in 1981-82.

50. Central assistance for tke Sgecial
Component Plaps for Scheduled Castes
was intreduced in the very first Budget

of the present Government. We have

rovided Rs. 110 crores for the next year;
n additi n, Rs. 13 crores will ke invested
in the Scheduled Castes Development
Corporations of States. Along with an’
equal contribution from the gtatrs, this
will enable these Corporations to raise
substantial funds frem the financing insti-
tutions. The tribal sub-plan, which is
the vehicle for the development cf tribal
areas will receive an augn:ented provision
of Rs. 85 crores during 1981-82, com-
pared with Rs. 90 crores in 1gBo-B1.
A provision of Rs. g2 erores has keen
made for the Special Hill Development
Programme compar d with Rs. €1 crores
in 1980-B1.

51. In pursuance of the Government's
poliq' to accelirate the provisicn of safe
drinking water in problem villages, an
amount of Re. 110 crores has teen allo-
cated in 19B1-B2. Topether with the
provisions made in the State Plans, this
would enable about 36,000 additional
villages to be covered during the next
year.

52. The Annual Plan accords high
priority to the all important task of ex-
panding capacities in sectors such as oil,
coal and power. It is proposed to pro-
vide Rs. 580 crores for coal and lignite
projects in 1981-82. This rcpresents an
increase of 31 per cent over the provision
of Rs. 443 crores in 1g980-81.

53. Large increases have also been
made in the outlay for power in the
Central Sector. We have provided Rs.
721 crores in 1981-B2 compared to Rs.
520 crores in the last Budget.  This reflects
the expanding role of the Centre in the
power sector. We propose to take up
the Tiulhasti Project in Jammu and
Kashmir and the Koel Karo project
in Bihar in the Central sector in the
coming year. The total outlay for the

wer sector in the State and Central

lans taken together is Rs. 3326 crores
compared to Rs. 2745 cr res provided
in the plan for 1g980-81. Additional
generation capacity of 3000 MW is ex-
pected to be commissioned during 1981-82.
The Rural electrification Frogrammc pro-
vides for clectrification of 22.000 villages
and  energisation of 4.25 lakh pump-
sets in the coming year.

. In keeping with the high priority
accsgrdcd to szploration and dcvc]l;;mmt
of oil and natural gas resources, the Plan
outlay for the petroleum sector has been
increased to Rs. 1011 crores in 1gB1-B2
compared with Rs. 780 crores in the
current year. An outlay of Rs. 67 crores
is proposed to in the petro-chemical
sector.
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55. An outlay of Rs, 796 crores is being
provided for steel in 1981-82. A significant
development in this area is the recent
commissioning of the Demonstration Plant
for Sponge Iron Production at Kotha-
gudem. This project is of special signi-
ficance to India since the techuology for
production of sponge iron by using non-
coking coal willenable us to  over-come
the constraints imposed by the limited
reserves of coking coal in our country.

§6. The Annual Plan for 1981-82 en-
visages a significantly higher outlay of
Rs. 223 crores for minerals development
against Rs. 130 crores in 1980-81. This
includes a provision of Rs. o crores for
the Orissa Aluminium Project which will
be implemented by the new National Alu-
minium Company registered with head-
quarters at Bhubaneswar in Orissa. The
bulk of the project cost is expected to be
financed by external credit and commercial
borrowings.

59. In tune with our concern for im-
proving transport facilities, we have en-
hanced the outlay in the Central Plan for
the transport sector to Rs. 1535 crores,
fromRs. 1351 croresin 1980o-B1. Hon’ble
Members are already aware that a subs-
tantial increase has been made in the
Plan outlay of the Railways from Rs.

crores in 1980-81 to Rs. gBo crores.
A provision of Rs. 108 crores has been
made for the development of ports which
includes construction of additional berths
at Kandla, Tuticorin and Visakhapatnam.,

58. In tune with our driver to improve
.and modernise communication facilities,
it is proposed to extend 2 lakhs direct
telephone connections druing  1981-82.
(Interruptions) ...... Theydo not want
telephones.  [Shri Ratansingh Rajda: We
want do not dead telephones]. An outlay
-of Rs. 518 crores for Posts and Telegraphs
including communications has been provi-
ded in the Plan.

59. An outlay of Rs. 390 crores is being
provided for chemicals and fertilisers
which includes substantial provision for
the gas-based fertiliser projects at Thal
Vaishet, Hazira and Namrup.  Proposals
for new nitrogenous and phosphatic fer-
tiliser plants are also being finalised.

6o. Village and small industries have
an immense potential for providing em-
ployment while sustaining the traditional
arts and skills of the village artisans and
craftsmen. An outlay of Rs. 162 crores
bas been earmarked for these sectors
adding to the outlays of Rs. 153 crores
in the Plans of the States and Union
"Territories.
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61. Finally I come to the all important
question of population growth. Xll our
cfforts at eradicating poverty will be frus-
trated if we cannot reduce the rate of
population growth. We have taken up
revitalisation of the Family Welfare Pro-
ramme in earnest. A provision of
. 155 crores is being made for this pro-
gramme in 1981-82.

62. The Government is desply con-
cerned about the lack of adequate com-
munication facilities in the North-East.
We have therefore, decided to take u
six National Highways with a total lengt
of 1900 Kms. at a total cost of Rs. 70
crores. [t has also heen decided to es-
tablish a more direct connection from
Nowgong to Dimapur on National High-
way No. 36 at a cost of Rs. 16 crores,
Certain missing links on the road run-
ning along the Indo-Bangladesh Border
in Meghalaya will be completed at a
cost of Rs. 26 crores. Railway facilities
in this area are also being augmented.
Hon'ble Members are aware that the
Third Level Air Service has already
started functioning in the North-Eastern
Region.

63. Non-Plan expenditure has been
subjected to careful scrutiny to keep it
to the minimum. Defence expenditure
is estimated at Rs. 4200 crores as against
Rs. 3Boo crores in the current vear.
am sure that the House will agree with me
that in these difficult times the reasonable
requirements of defence should be fully
met.

64. A provision of Rs. 3124 crores is
being made for interest payments as against
Rs. 2665 crores in the current year, the
increase being mainly on account of
internal debt. Due to the increase in
prices of naphtha and other inputs, the
cost of production of indigsnous fertilisers
has also gone up. The cost of imported
fertilisers has al o increased. Accordingly,
the Budget for 1981-82 provides for a higher
subsidy on fertilisers of Rs. 679 crores
as against Rs. 466 crores in the current
year.

65. Provision for non-Plan loans to
public sector undertakings has been re-
duced from Rs. 454 crores in the current
year to Rs. 318 crores in view of the anti-
cipated improvement in their pacformance
and financial position in the next year.
A lump sum provision of Rs. 200 crores
is also being made in next year's Budget
to cover the incidence of additional ex-

nditure on dearness allowance to Central

overnment employees. In future, dear-
ness relief to pensioners will be paid at the
rate of 2.5 per cent of pension for each
8 point rise in the consumer price index
nstead at the rate of 5 per cent for
jeach 16 point rise as at present. The



93  General Budget,

procedure for payment of dearness relief
to pensioners is also beings streamlined.
These changes will mitigate the hardship
faced by pensioners.

66. Hon'ble Members are also aware
that India will have the privilege of hol-
ding the next Asian Games in 1982 in
the Capital.

st srara fag wvaw @ g@ MR @ AT
W19 Ufeds T5 FUTT |

(Interruptions)

‘SHRI R. VENKATARAMAN: It is a long
speech. I like some interruptions also.

MR. SPEAKER : They are trying to
;provide.

SHRI R. VENKATARAMAN:

The expenditure necessary next year for
“the games is being provided in the budgets
of the Ministries concerned. Most of the
expenditure will be on improvement and
.creation of permanent assets like roads,
-stadia, and other sports facilities.

67. The total non-Plan expenditure for
1981-B2 is estimated at Rs. 15100 crores
-compared with Rs. 13736 crores in the
-current year.

68. As regards receipts for 1981-Ba2,
the gross tax revenues at the existing
rates of taxation are estimated at Rs,
14472 crores compared with Rs. 13133
«crores in the current year, showing an
increase of Rs. 1339 crores over the Revised
estimates. The States’ share of taxes in
crores 1981-82 is estimated at Rs. 4206
-compared with Rs. 3792 crores in the
current year. Consequently the Centre’s
net tax revenue will le Rs. 10266 crores
as against Rs. 9341 crores in the current

year.

69. The receipts from market loans are
-estimated at Rs. 2800 crores compared
with Rs, 2604 crores in the current year.
Small savings are estimated to yield Rs.
1250 crores next year compared with
Rs. 1100 crores in the current year. Ex-
ternal assistance, net of loan repayments,
Js estimated at Rs. 1379 crores as compared
with Rs. 1258 crores in the current year.
A credit of Rs. Boo crores has also been
taken for receipt from sale of Special
Bearer Bonds in the next financial year.

70. Taking into account the effect of
the changes in the fare and freight rates
of railways, changes in the P&T tariff to
which I will refer a little later and the
continuance of the Compulsory Deposit
Scheme for Income-tax Payers ond
g1-3-1981, the total receipts for 198:1-82
are estimated at Rs. 23061 crores. The
wotal expenditure for next year is esti-

PHALGUNA 9, 1902 (SAKA) 1981-82 94

mated at Rs. 24871 crores. The over all
budgetary gap at the existing rates of
taxation will thus be Rs. 1810 crores.

I shall no longer keep the hon. Members
in suspense. I now turn to the fiscal

proposals.
PART B

71. Income-tax and other direct taxes are
important instruments for raising resources
and reducing cisparities. = We propose
to achieve these objectives by plugging of
legal loopholes and effective administration
rather than by enhancement of rates which
often leads to tax evasion and generation of
black money. My proposals are also desig-
ned to further our Party’s avowed policy of
affording relief to the middle classes in these
difficult times.

72. Hon’ble Members will recall that
last year the exemption limit for income-
tax on personal incomes was raised to Rs.
12,000. But the nil slab rate was retained at
Rs. B,000. The house will be glad to know
that I propose to raise the exemption limit
for income-tax in the case of non-corporate
taxpayers other than registered firms and
Hindu undivided families with one or more
members having separate income exceeding
the exemption limit, from Rs. 12,000 to
Rs. 15,000, With a view to providing sig-
nificant relief to middle income groups, I
further propose to raise the ni/ rate slab from
Rs. 8,000 to Rs. 15,000 and also restructure
the rate schedule uE to Rs. 30,000. The rate
of income-tax on the slab of Rs. 15,001 to
Rs. 25,000 will be 30 per cent. and on the
slab of Rs. 25,001 to Rs. 30,000,34 per cent.
The rates of income-tax on higher slabs will
remain unchanged. As a result of these
changes, about 14 lakhs of taxpayers will
go out of the income-tax net. I venture to
claim that never have so many people been
freed from the burden of income taxation
at one stroke. Apart from this, another
11'5 lakhs of taxpayers in the income
brackets of Rs. 15,001 to Rs. 30,000 will also

t varying degrees of relief. The reduction
in the tax liability at income level of Ras.
15,000 will be Rs. ggo; at Rs. 20,000, Rs.
495 and at Rs. 25,000, Rs. 220. There will
be no change in the tax liability in the case
of taxpayers having income exceeding Rs.
40,000.

SHRI JYOTIRMOY BOSU : They
are the poorest people of the country.

SHRI R. VENKATARAMAN : You will
have to get some time to read . Thus I
provided in one year income-tax exemption
and/or reduction to over 25 lakhs of income-
tax assessees out of about 40 lakhs of asse-
ssees in the country. ([nterruptions) More
things to come.

73. At present, salaried taxpayers are
entitled to a standard deduction in an
amount equal to 20 per cent. of the salary
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up to Rs. 10,000 and 10 per cent. of the ba-

lance subject to an overall ceiling limit of
Rs. 3,500. These limits were fixed in 1974.
In view of the subsequent rise in prices,

and as a means of reliel to salaried tax-

payers, I propose to enhance the rate of
standard deduction to 20 per cent., subject

to a higher ceiling of Rs. 5,000. Hoa'ble

Members will be happy to know that this

benefit will be applicable to pensioners also.

At present, employees in receipt of conve-

yance allowance are entitled to a standard

deduction of Rs. 1,000 only. It is now pro-

posed that they should be given the benefit

of full standard deduction.

74. In view of the urgent need to raise the
level of savings in the economy, I propose
to continue the Compulsory Deposit Scheme
for Income-tax Payers for another two
years,

95. The corporate sector has a erucial role
to play in the growth of the national eco-
nomy. I have earlier in my specch referred
to the various steps taken for improving the
climate for investment in industry. I now
propose to reduce by 5 per cent. the sur-
charge on income-tax payable by all classes
of companies i.e. from 7-5 per cent to 2-5
per cent, This will add to the internal avail-
ability of funds in the corporate sector and
should improve the scope for investment
financing from their own resources. This
step will reinforce the impact of the mea-
sures which I have indicated earlier for
mobilising financial resources for industrial
investment.

76. As Hon’ble Members are aware, all
categories of tax-payers are required to pay
advance tax on pay-as -you-earn basis,
Surtax is, however, not payable by com-
panies in advance. I propose to remove this
anomallv and provide that surtax will also
be payable in advance during the financial
year preceding the relevant assessment
year,

77. The Eleventh Schedule to the In-
come-tax Act contains a list of industries
which do not qualify for specified invest-
ment related tax concessions under the
Income-tax Act. For example, investment
allowance or tax holiday is not admissible
in respect of these inclustries unless they are
in the small-scale sector. Industries included
in this Schedule were originally considered
to be of low priority. However, on review=
ing the list, I do not find any justification
for treating many of the listed industries as
of low priority. Accordingly , 14 groups of
industries will be removed from this Sche-
dule and will now become eligible for the
specified tax concessions. These industries
include electric fans, pressure cookers, glass
and glassware, pigments, colours, paints,
enams=ls, varnishes blacks and cellulose
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lacquers, chinaware and porcelainware,
mosaic tiles and glazed tiles, sy thetic deter-
gents, amplifiers or any other apparatus
used for addressing the public, wvacuum
flasks and other vacuum wvessels, etc. These-
industries, some of which have export poten-
tial, will now become eligible for the speci-
fied tax concessions.

78. Hon'ble Members will recall that the
Government had taken several measures
last year to curb the use of private discre-
tionary trusts as a device for tax avoidance,
Another tax avoidance device that has come
to the notice of the Government is the crea-
tion of oral trusts. With a view to checking
this abuse, I propose to subject oral trusts
to income-tax at the maximum marginal
rate and to wealth-tax at the flat rate of
4 per cent. or at the appropriate rate appli-
cable in the case of an individual, which-
ever course is more beneficial to the revenue.
This proposal will take effect from the.
assessment year 1981-B2.

79. Another device being used for avoid--
ing proper tax liability is the creation of
associatinns of persons without defining
the shares of its members. This enables the
creation of a large number of taxable entities.
which under the existing law, will ke char-
geable to income tax separately. 1 now
propose that such associations of pers ns be
charged to imcome tax at the maximum
marginal rate and to wealth tax at the flat
rate of 3 per cent. or at the appropriate rate
applicable in the case of an individual which--
ever is higher. This proposal will also also
take cffect from the assessment year 1981-82..

Bo. FEarlier in my speech, I have referred’
to the prospective participation of foreign
companies in the field of oil exploration and
production. In this connection,it is necessary
to take several steps relating to tax matters.
Firstly, it is proposed to extend the Income
tax Act and the Companies (Profits) Surtax
Act to the off-shore areas. fecondly, it is
proposed to insert suitable provisions in the
Incomecatax Act and the ompanies (Profits)
Surtax Aci to enable the Central Govern-
ment o provide, by a notification in the offi-
cial Gazette for an exemption, reduction in-
rate or other modification in respect of in-
come-tax or surtax in favour of any class of
persons engaged in the business of mineral
oils and gas in association with the Central
Government or any person authorised by it.
Notifications under the new provisions when
made will be placed on the Table of both
the Houses of Parliament. It is also propo-
sed to amend section 42 of the Income-tax
Act relating to special provision for deduc-
tions in the case of business of the prospec-
ting for or extraction or production of mi~
neral oils 30 as to extend its scope to cover
cases where the Government it self does not
participate in such business but does so-.
through any person authorised by it.
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B1. While the search for additional
quantities of oil should continue with
unabated vigour, there is also an urgent
need to accelerate the development and
use of renewable energy resources and to
pramote their utilisation. The renewable
roergy sources which have already been
brought to the threshold of commercial
use by our scientists and engineers include
solar, biomams and wind energy. Some
fiscal incentives to promote use of these
non-conventional forms  of energy
are called for. I, therefore, propose to
enhance the depreciation allowance on
machinery or plant installed for manu-
facturing renewable energy devices and
systems from 10 per cent. available at
present to go per cent. D‘eipn-:iation on
renewable energy devices and systems used
for business or profession will also be
allowed at the enhanced rate. Other
measures under contemplation by the
Government include loans to the relevant
industries on suitable terms from financial
imstitutions and exemption from certain
taxes and duties.

82, I had earlier in my speech referred
to the imperative need to mote our
exports in view of our difficult balance of
payments situation. To encourage estab-
lishment of export-oriented industries in
the Free Trade Zone, the Government

to allow complete tax holiday
In respect of units set up in these Zones
for an initial period of five years in lieu
of all other concessions.

Bg. Tea is one of our important export-
oriented industries, At present, devepl‘:p-r
ment allowance equal to 50 per cent.
of the expenditure incurred on plantation
of tea bushes in any new area or on any
land which has been previously aban.
doned is allowed in computing the income
from tea business, For this purpose,
the ex iture qualifying for develop-
ment allowance is restri to Rs. 12,500
per hectare of land situated in hilly arcas
and Rs. 10,000 per hectare in other areas,
Having regard to the increase in the cost of
planting in recent years, I propose to raise
these ceiling limits to lﬂ. 40,000 per
hectare of land situated in Darjeeling dis-
trict, Rs. 35,000 hectare in respect of
land situated in t?ﬂ:'rcr hilly arras and Rs.
30,000 per hectare in plains.

84. Under section 35B of the Income-
tax Act, domestic companies and Inon-
corporatc  taxpa raident in India
mrwmtiued to ayucvneighr.ed deduction in
the computation of the taxable profits at
the rate of one and one-third times the
amount of qualifying expenditure incurred
by them on development of export markets.

scope of this provision was curtailed
last year as it l;:ddet;een misused for n:ls,iﬂn-r
ing a weight uction in res| o

B iture incurred in India onp:tl'.i.vi-

ties which had no direct relation with

the basic objective of development of export
markets. In order to against
such misuse, while at the same time pro-
tecting all legitimate effort at expart
market development, the Government is
framing rules which will identify a number
of specific activities to be allowed under
section 35B. The necessary notification
in this behalf will be issued shortly.

85. Electronics is both a labour-inten-
sive and export-oriented industry. I, there-
fore, proposc to include the electronic
component industry in the Ninth Schedule
to the Income-tax Act and provide that
dividends derived by a domestic company
from an Indian company d exclu-
sively in the manufacture electronic
components will be completely exempt
from income-tax.

86. The smallscale industrial under-
takings enjoy certain tax concessions
under the Income-tax Act. For this purpose,
an industrial undertaking is regarded as
a small-scale industrial undertaking il
the aggregate value of the machinery and
plant installed therein as on the last day
of the ious year does not exceed Rs.
10 . I now propose to raise this
limit to Rs. 20 lakhs in line with the new
definition of a small-scale industry.

87. Under the existing law, in compu-
ting taxable income, a deduction equal
to 20 cent. of the profits and gains
derived from the business of publication
of books is allowed. I propose to extend
this concession for a period of five years
:—:ith effect from assessment year 1981-

88. At present approved financial
corporation and public housing finance
companies are entitled to a deduction in
respect of the specified percentage of in-
come carried to special reserve, subject
to certain conditions. The aggregate
of the amounts qualifying for such deduction
is, however, subject to an overall ceiling
equal to the amount of the paid-up share
capital. In order to enable such cor-
porations and companies to build up such
reserves further, 1 propose to double the
present ceiling.

89. Under the existing law, resident
individuals and Hindu undivided families
are entitled to a deduction in respect of
medical treatment of physically or mental-
ly handicapped dependants. I propose to
Ioublc the amount of this deduction to
Rs. 4,800 in respect of a dependant who
is hospitalised for a period of 182 days or
more during the relevant accounting year
and Rs. 1,200 in other cases. The Howse
will doubtless welcome this concemion
being given in the International Year for
the Disabled Persons. ([nterruptions)
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THE MINISTER GF INFORMA-
TION AND BROADCASTING (SHRI
:TdAE&I\TT SATHE): Politically handicapp.

MR. SPEAKER Mentally handi-
capped.

SHRI R. VANKATARAMAN
That I will give in the next Budget.

go. I propose to give some significant
concessions under the Estate Duty Act.
The pwucg; limit of Rs. 50,000 for estate
duty was fixed in 1958. I propose to raise
it to Rs, l-5lak1ulﬁsameasundathe
Wealth-tax Act. I also propose to provide
that one residential house or part thereof
will be valued for estate duty purposes
on the same basis as for the purposes of
wealth-tax. Since the Estate Duty Act
can be amended only with the concurrence
of State Legislatures, a Bill for giving effect
io these proposals will be introduced
ater.

g1. I propose to make certain amend-
ments in the Income-tax Act to upgrade
the qualifications for appointment as
members of the Income-tax Appellate
‘Tribunal.

g2, Other amendments to the direct
tax laws are of minor significance. I
would not like to take up the time of the
House by referring to them in detail
here.

93 The reduction in therates and other
concessions in respect of  income-tax
on personal incomes would result in a loss
of Rs. 146 crores in a full year and Rs,
115 crores during 1981-82. Having re-
gard to the pattern of sharing of income-
tax between Centre and States, these con-
cessions will entail a loss of revenue of Rs.
2g crores to the Centre in 1981-82. The
loss of revenue on account of reduction in
the rates of corporation tax and other
concessions to companies will largely be
balanced by the payment of surtax in
advance by companies. I am, therefore,
not assuming any loss of revenue on this
score for 1981-82. Uptill now I have
not levied any tax.

33. I now turn to my proposals on
indirect taxes. My basic approach is
that-additional revenue should Aow largely
from increase production. However, there
is need to mobilise additonal resources
to finance the Sixth Plan. While secking
to raise additional resources I have never-
theless kept in mind the imperative need
to avoid hardship to the middle and
poarer sections of consumers and to provide
a larger measure ief to the small-
scale sector of our industry.
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95. Taking Custorns  duties  first,
my principal proposal relates to auxiliary
duties of customs, This duty has been
levied on an annual basis since the
1973 Budget. While conti-
nuing this levy I also propose to raise the
rates of auxiliary duties as a measure of
additional resource mobilisation. In recent
}rca.rs we have been (ollowing a fairly
iberal import policy. The difficult balance
of payments outlook points to the need for
conserving foreign exchange. The tariff
mechanism judiciously wused, can help
conserve foregin exchange and also raise
some revenue, I, therefore, propose to in-
crease the rates of auxiliary duties by
5 per cent ad palorem, on all categories of
1mports with a few well-merited exceptions.
This will obiviate a sharp increase in the
landed cost of any particular article.

96, Auxiliary duties of customs are now
leviable on imported goods broadly on a
three-tier basis. Items subject to a basic
duty upto 6o per cent ad palorem, for exam-
ple, basic raw materials, bear an auxiliary
duty of 5 per cent ad palorem; on items such
as semi-processed goods and  intermediates,
where the rate of basic duty is 60 per cent
ad palorem or above but less than 100 per
cent, the rate of auxiliary duty is 15 per cent
ad palorem ; and Where the rate of basic duty
is 100 per cent ad palorem; or above such
as on finished and consumer goods,
the rate of auxiliary duty is 20 per cent
ad palorem. In other cases the rate of auxili-
ary duty is 5 per cent ad palorem, except
crude petroleum on which the rate is Rs.
9.50 per metric tonne. There are also
some items which are fully exempt from
auxiliary duty. My proposal is to increase
the rate of auxiliary duty to 10 per cent
ad palorem wherever the rate of auxiliary
duty is now 5 per cent; to 20 per cent ad
valorem wherever the rate is now 15 per cent;
and to 25 per cent ad palorem wherever the
rate is now 20 per cent. I do not however,
propose to increase the auxiliary duty on
crude petroleum.

97. In line with the approach I have
explained, 1 proposc to withdraw the
present full exemption from auxiliary duties
of customs in respect of certain items of
capital equipment and subject them to
auxiliary duty of customs at the rate of
5 per cent ad palorem. This increase would
cover, among other things, imports of
machinery as ‘project imports’ as also
items of machinery on which the concessio-
nal rate of 25 per cent ad palorem is  applied.
This measure would, apart from yielding
additional revenue, afford some additional
E:otection to the indigenous machine

ilding industry which has, of late, had to
face a significant escalation in input costs.

98. I said earlier that I would exclude
some items from the proposed increase in
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the auxiliary duties of customs. Imports of
essential items like edible oil will be exemp-
ted from the proposed increase. Bulk ri«;tml--
eum products such as kerosene and hig

speed diesel oil and steel imported for buffer
stock operations will also not attract
the increased levy. Items on which
import duty rates have been changed in the
recent past with a view to maintaining parity
with prices of domestic products have also
been kept out of the Eurview of the increa-
sed levy., Further, keeping in view our
commitments under the General Agree-
ment on Tariffs and Trade, I propose to
give up the auxiliary duty in respect of three
items involving a small revenue sacrifice.
Further details of the proposals are avail-
able in the Budget Papers.

99. These oposals are expected to
yield an additional revenue of about
Rs. 250 crores.

100. My next proposal relates to levy
of import duty on newsprint. At present
this item is fully exempt. There is a large
foreign exchange outgo on imports of news-
print, There is no reason why this commo-
dity should not bear a moderate rate of
customs duty. I, therefore, propose to
impose an effective customs duty of 15 per
cent ad palorem on imported newsprint.

sl TwATe @Awe wre : 9g e
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SHRI R. VENKATARAMAN: You will
get a better publicity on this than I. T
expect this measure to yield an additional
revenue of about Rs. 21 crores.

101. Imports of stainless steel bars and
wire rods now attract a duty of 75 per cent
because they have industrial applications.
But there is reason to believe that some
of these imports are being diverted for
rerolling into strips and sheets used in the
manufacture of utensils. (Interruptions)
I, therefore, propose to raise Ehe effective
customs duty on stainless steel bars and
rods and wire rods from 75 per cent to 175
per cent ad palorem. 1 have, however, taken
care to see that this increase does not affect
imports of stainless steel wire rods which
are used for the drawing of wires. This
measure is expected to yield an additional
revenue of Rs. 5 crores.

SHRI C .M. STEPHEN: Is poor man
affected ?

SHRI R. VENKATARAMAN * For
this, so much noise has been made.

102. I also propose to raise the basic
customs duty on plain shaft bearings from

PHALGUNA 9, 1802 (SAKA) 1081-82 ' .102

6o per cent to 100 per cent aod palorem.
This increase should help to restrict large
scale imports of bearings such as thin-
walled bearings, which have been affecting
the indigenous industry. This proposal is
expected to yield an additional revenue of
Rs. 2.75 crores. On similar considerations
it is proposed to raise the basic customs du
on computers and computer peripher:
from 40 per cent to 50 per cent ad calorem.
The llkel?yb revenue gain from this increase
would be Rs. 1 crore. These are all protec-
tive duties; they are not revenue daties,

109. I will now come to excise duties.
The House will recall that in 1998 the Addi-
tional Excise Duties (Textiles and Textile
Articles) Act was passed, in terms of which
an additional duty of excise was levied on
certain textiles and textile articles at 10 per
cent of the basic excise duty leviable. The
revenue from this excise levy was intended
to meet the expenditure incurred by way
of subsidy on controlled cloth. The produc-
tion of controlled cloth is being stepped up,
with emphasis on larger production of dho-
tis and sarees which are of specia! signifi-
cance to the poorer sections of society,
ticularly in rural arcas. As a result, the
provision for subsidy under this
scheme would rise to nearly Rs. 100
crores in the coming year. The revenue
at the existing rate of additional excise duty
is only about Rs. 66 crores. I, therefore,
propose to raise the rate of additional excise
duty from 10 per cent to 15 per cent of the
basic excise duty on all the items which are
now covered by the levy. Without under-
standing, they are all saying something.
I am sure, many of you are going to support
this when you are going.to debate it. You do
not understand the meaning of what I am
sa ing. Mr. Indrajit Gupta will support me.

is is exactly what he said four rl)ays back.
This would yield an additional amount
of about Rs. 33 crores and help finance the
increased outlay on controlled cloth.

104. As regards special excise duties, I
propose only to continue them at the existing
rates. The exemptions in force are also
being continued.

105. My remaining proposals under
Union xcise dutics are mainly designed to
achieve simplification and greater clarity.

106. Hon'ble Members would be aware
that there is a graded structure of duty on
matches, the mechanised sector paying
Rs. 7.20 per gross boxes, the middle sector
pag(i]ngIRs. 4-50 and the cottage sector Ra.
1.60. In the light of the report of the Dan-
dekar Committee and a special study madé
by the Government, it has become necessary
to discourage a tendency of middle sector
units towards mechanisation of certain
labour-intensive  processes. Awﬁrdipdgly,
I propose that the concessional rates of duty
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i.#. Rs. 4 50 for middle sector units and Rs.
1.60 for cottage units, will not be available
if power is used in the labour-intensive
E’ocﬂiﬁ of frame-filling, dipping splints

match composition, box making , box
filing, labelling and banderolling and
packaging. If such use power for any of the
above processes, they will be liable to a duty
rate of Rs. 5.50 per gross boxes, which
would be intermediate between the rate of
Ra 7.20 ap{iiablc to the fully mechanised
sector and .50 now applicable to the
non-mechani middle sector. I would
like to stress that this is not intended as a
revenue measure, It is intended only to
protect through the excise mechanism, the
employment potential of the non-mechani-
sed sector.

107. With a view to preventing the possi-
ble infiltration of the middle sector into the
cottage sector and in  order to  ensure
that the benefit of the lowest rate of duty
accrues to genuine cottage sector umnits, it
is proposed to reimpose a ceiling on  the
clearances by cottage sector units at conces-
sional rates. The new ceiling, which is pro-
poecd to be fixed at 120 million matches per
unit per annum, is much more liberal than
the ceiling of 75 million that existed prior
to the 1980 Budget. The pattern of produc-
tion and clearance will be kept under watch
and this ceiling will be reviewed if circum-
stances  so0 warrant. The changes I have
proposed are fair to all segments of the in-
dustry and are a designed to promote both
employment and production in the best
posible manner.

108. Another rationalisation measure
relates to the concession available to
manufacturers of goods falling under Tariff
Itern 68, who undertake work on ‘job” basis.
Under the prosent scheme, duty is being
effectively collected only on the ‘job
charges® paid by the principal manufac-
turer to the job worker. In the operation
of the scheme, however, several di Ities
have been ex ‘me:d& particularly on
the question of what is ‘job work’. re
have been cases where some manufacturers
have taken undue advantage of the con-
cession. I, therefore, propose to replace
the proent by one in which,
instead of levyin duxﬂu‘pﬂnﬂy on the
jdnb m .d Ey e job worker, the

uty i ¢ principal manu-
facturer on d:];‘v-lue of the finished goods.
This step should be generally welcomed
by ancil units which undertake work
on job basis.

109. I also pr to rauonalise the
Central Exciee mslpﬂ‘:“mlry and the rate
structure relating to tyres with a view to
making the legs liwi-‘ inlticnt clearer and
minimiing the scope for disputes in classi-
fication and asescment, |s},’n}lrticul.nrl in
regard to off-the-road tyres used in bullde-
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zers, scrappers and other earth moving
equipments. While proposing the necesary
amendments, I have taken care to main-
tain the existing rates of duties and duty
concessions in respect of tyres both for
agricultural tractors and their trailers.

110. The other major area where ra-
tionalisation of the tariff entries has been
:ﬂm@cd is in regard to non-ferrous metals
E er the rup:cstiw entries in the Central
Excise Tariff. There has been considerable
debate and dispute on the question of
assessment of waste and scrap of these me- |
tals. To set these at rest it 1s proposed to
specifically cover waste and scrap of these
metals under the respective tariff entries.

111, In addition to the above, a few
other amendments to certain tariff entries
as also the insertion of a separate taniff
item for polyester film have been proposed.
The details of these changes may be seen
from the Budget papers.

112, 1 now turn to a proposal which
secks to fulfil a longstanding demand of
State Governments. The scheme of levy
of additional excise duty in lieu of sales-
tax is at present applicable to wugar,
tobacco and some  textile items,
'I'he National Development Council
had recommended that the revenue yield
from Central excise dutics and additional
excise duties be in the ratio of 2:1 as far as
possible. At a Conference of Chief Mini-
ters, I gave an assurance that and efforl
would be made to achieve this ratio in
respect of these commodities as a whole.

113. I have considered how best this
assurance can be fulfilled. The simplest
solution will be to make a change in the
ratio for sharing of revenues from cigarettes
as between the Centre and the States.
As against the present ratio of 76:24
between basic excise duty and additional
excise duty in the composite rate applicable
to cigarettes, the ratio is posed to be
chan, to 72° 5:27° 5. is will be com-
bined with a uniform increase in the specific
duty element in the composite rate from
Rs. 21:00 to Rs. 21-25 per thousand.
The overall revenue from cigarettes will
ramain practically unchanged. There
should, therefore, be no justification for
manufacturers to mark up the prices of
cigarettes. With these changes the overall
ratio between the yields from basic and
special excise duties on the one hand and
additional excise duties on the other is
expected to improve to 2:1 taking the
three items sugar tobacco and textiles to-
gether.  ‘This will result in a transfer of
about Rs. 21-72 crores from revenues
under Central excise to the revenue under
addtional excise duty.

114. 1 have also a minor proposal
which is basically of interest to the Staje



10§ General Budget,

Government. Under the Medicinal and
Toilet Preparations Act, 1959, excise
duties are leviable on medicines and toilet
ations which contain alcohol, nar-
cotics and narcotic drugs. Certain changes
have been proposed in the Act with a view
to cﬂ‘ecti a switch over to the metric
also to eliminate avoidance of
uty in ou'tlm The  changes
however, haw very little revenue
significance.

115. I shall now turn to concessions
in the area of indirect taxes. This Govern-
ment is wmmmed to the pursuit of a
vi of small scale
nE!Dm ustry in thcmta:at both of employment
and broader development of entrepreneur-
ship. Ac ly, 1 propose to increase
the duty exemption limit under the general
scheme of excise duty concessions apphuhle
to 72 excisable commodities from Ra.
lakhs in terms of value of clearances to
Rs. 7-5 lakhs. Clearances in excens of
Rs. 7' 5 lakhs will continue to benefit from
the untlrﬁ concessional duty limited to
three-fou of the applicable rates of
excise duty up to a clearance of Rs. 15 lakhs
in a financial year as at present. This
measure  should bencfit a substantial
number of small manufacturers and enable
them to compete more effectively with large
units. I am sure that all sections of the
House will welcome this enlargement of
the scheme of concessions enjoy!éugy small
scale industry.

116. Under the excise duty concessions
available at present to small manufacturers
of some products, notably Items 68 goods
and specified electronic goods, one of the
critenia for eligibility is the value of in-
vestment in plant and machiencry. I
propose to increase the eligibility limit of
such investment from the present figure
of Rs. 10 lakhs to Rs. 20 , in the line
with the revised definition of ‘small scale
units’ under the new Industrial Pol:l:y
Here again I am cunﬁdcm that my g_rlu
will be welecomed by all the Hon‘ble
Members.

117. In the last Budget I had announced
wide ranging duty concessions with a
view to encour the development of
the electronics industry. As a further
step in this direction, I propose to extend
the scope of the import duty concessions
30 as to cover 59 bew items of capital
cquipment and 23 new items of raw
materials and components used by the
electronics industry.

118, At present the handloom sector
of the woollen industry does not enjoy any
special duty concousions, This soctor has
a good growth potential. I, therefore,
propose to reduce substantially the process-

ing stage duty on woollen fabrics produced
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on handlooms on the lines of the concessions
which are available to cotton fabrics
produoed on handlooms.

119. to extend the con-
cessional u'nport ﬂmy of 25 per cent ad
valorem to a few more important drug
intermediates. This step should induce
indi us manufacturers to go in for

uction of more basic drugs.

120. Last year, I had fully exempted
cotton and cotton-viscose blend hosiery
from excise duty. I now propose to extend
this exemption to all hosiery articles falling
nndn‘{_ Item 68 of the Central Excise
Tariff.

121. Another duty concession relates
lo ‘flocked’ fabrics where the excise duty
reduced from the present level
uf thenimse fabric duty ?Iu.s 30 per cent
ad palorem to the base fabri uty plus
15 per cent ad valorem on the consideration
that the presentduty burden is  heavier
than warranted, particularly on flock-
printed fabrics.  Further, on colour scan-
ners for the printing md-.m:ry the basic
customs duty is being reduced from 100
per cent ad palorem to 60 per cent ad
valorem.

122. In this International Year of the
Disabled, it is fiting that nmriatc
tax relief measures should be e ed to
our handica; brethren. Artificial limbs
and rehabilitation aids for the handicapped
are already exempted from Central excise
duty under Item 68. I now pr to
exempt fully from cxcise duty Brai -
ches the use of the b

123. I also propose to exemnpt from excise
dur.y Braille parcr which is neremary for
or use by the blind.

124. I further propase to substantially
reduce the customs duty on hearing aids
and Braille watches imparted for persanal
use by post or air.

125. The increased levy of auxiliary
dutia of customs to which I have earlier
referred will not be applied to goods such
as orthopaedic applicance, Braille watches
and parts, tricycilesfor the crippled, hearing
aids and parts. [Skr:],nt:mo) Bnl Most
Ministers  require  hearing aid]. I am
sure that this House \lﬂll w ly
endorse  these

126. The various concessions and reliefs
in excise and customs duties which I have
announced will entail a sacrifice of revenue
of Ra. g g5 crores in a full year.
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127. My taxation proposals will yield a
sum of about Rs. 95 57 crores in a full year
by way of excise duties and Rs. 285- 00
crores by way of customs duties. The conces-
sions I have announced add up to Rs. 7- 05
crores on the excise side and Rs. 2 30 crores
on the customs side. The net yield is, there-
fore Rs, 28+ 52 crores from excise duties
and Rs. 282° 70 crores from customs duties.
The accrual tothe Central Exchequer
in a full year will be Rs. 300- 50 crores.

128. 1 hopeit would not have escaped the
notice of Hon’ble Members that this is
perhaps the first Budget in recent years in
which noincrease has been effected in excise
duties for raising general revenues,

129. I would now like to say a few words
on behalfl of my Hon’ble colleague, the
Minister of Communications. A substantial
programme of development of telecommu-
nication facilities is evnisaged during the
Sixth Five Year Plan, It is therefore, appro-
priate that the Department should gene-
rate internal resources to a reasonable
extent for financing its Plan. The additional
dearness allowance sanctioned to emplo-
yees and other increases in the cost of op-
erations have already eroded the existing
surplus of the Department. It has, there-
fore, become necessary to revise certain call
telecommunication tarifls. At present the
rate of telephone call charge in measured
rate telephone system is 30 gaisc per call
unit for calls exceeding 250 but not more
than 1750 in a quarter. It is proposcd to
increase this charge to 40 paise per call
unit. The manual trunk call charges for
calls of ordinary categary for a unit period
of g minutes in the distance slabs of 100 to
g00 kilometres are bcing increased from
Rs. 6 to Rs. 8 and in the distance slab of

200 to 500 kilometres from Rs. 10to Rs. 12.

These measures are estimated to yield Rs.
35° 78 crores in a full year. The additional
revenue during 1981-B2 will be of the order
of Rs. 20 crores and has been taken into
account in estimating the receipts of Posts
and Telegraphs. It is also proposed to
increase the rates of depaosits for telephone
connections under *‘Own Your Telephone'
system. This revision will yield about Rs. 5
crores to the Government by way of addi-
tional deposits in 1981-82. The details of
these revisions are n in a memoran-
dum which is being circulated along with
the Budget papers. The changes will be
given effect to from a date to be notified
after the the Finance Bill is passed by Par-
liament. There will be no change in either
postal or telegraph rates.

190. I had earlier stated that the resour-
ces gap estimated at existing rates of taxa-
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tion is Rs. 1810 crores. The various tax
measures I have presented, together with the
reliefs offered, will yield net additional
revenue of Rs. 271 crores to the Centre.
This leaves an uncovered deficit of Rs.
1549 crores, This deficit may appear large,
but taking a total view of the ecomomic
situation I believe it is well within the limits
of fiscal prudence. The inflationary poten-
tial of the Budget must be viewed in the
context of the full packages of policy meas-
ures which I have outlined. This package
contains many incentives for higher produc-
tion and increased utilisation of capacity.
‘This should stimulate a considerable supply
response during the mminﬁ year and as
I have mentioned, signs of this upturn are
already evident. I attach great importance
to expanded supplies as the ecritical ele-
ment in keeping inflationary pressures in
check. The package also contains import-
ant incentives to sa\rings which will undou-
btedly help in this regard. Furthermore,
monetary and credit policies will be so desig-
ned as to ensure that Government recourse
to deficit financing takes place within a
balanced and measured overall expansion
of credit in the system.

131. Mr. Speaker, Sir, the economic
situation remains difficult and yet full of
opportunitics for development and growth,
I have tried to present a Budget which
gives maximum support to forces that can
move us [orward on the path of growth with
stability and social justice. It sets the stage
for all of us to work towards the achieve-
ment of our economic and social goals so
clearly laid out in the Sixth Plan. Econo-
mic policy can only do this much. Hard
work, discipline and the innate good sense
of the people - of this ancient land must do
the rest.

192. Sir, I commend this Budget to the
House.

SHRI C, M. STEPHEN: ¢*Hearty” Con-
dolences.

18.35 hrs.

FINANCE BILL, 198:*

THE MINISTER OF FINANCE
(SHRI R. VENKATARAMAN): Sir, I
beg to move for leave to introduce a Bill to

ive effect to the financial proposals of the
%enlra] Government for the financial

year 1g9B1-Ba.

SHRI JYOTIRMOY BOSU (Diamond
Harbour) : rose—

MR. SPEAKER: 1 have not allowed.

*Published in Gazette of India, Extraordinary Part 1I, Sec. 2, dated 20-2-1981.



