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&*# ia H con­
nected wHh the blockade and delay 
U  the n riiU  of foodjrainsT

Shri x . jim jM M  1 m : We have 
been discussing the other point and 
the two we inter-connected.

Mr. Dey t y -gpealret : He can ask
questions only on the statement laid 
on the Table of the House.

Stutaatt Tarkeohwari Sinha (Barh): 
May I know whether this recent com­
plication will affect in any way the 
total commitment that has been made 
by the consortium countries recently 
in their last meeting to give addi­
tional food aid, as America is doing? 
Is St Hkely to be disturbed?

Mr. Deputy-Speaker: That question 
has already been replied to.

Shrbnati Darkesbwarl Sinha: I was 
asking about the consortium wiirn-  
trles, not America: they have promis- 

J ed to ^Klve'nriStcf3ng food aid

The Deputy Prime Mlaiater and 
Minister «T Finance (Shri Morarji 
Deaai): This discussion will make it 
more difficult, so, let us keep silent 
over it.
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GENBRAL BUDGET—GENERAL

DISCUSSION

Mr. Deputy-Speaker: The House
will now resume general d»s®»*»ton e»  
the General Budget. Shri K. C. Pant 
may continue his speech.

'.' Vi* • !,i ,.',lSft*?5K.'•v



„4«S9 General Budget—  JUNI #, 1987 Gemma W*. 4*70

The Minister at State In the DBlte- 
4(7 e< FtattBan (Shri K, 0. n u t ) : Mr. 
Deputy -Weaker, sir, yesterday i  was 
trying to deal with the criticism 

-•gainst Government expenditure and 
1 was pointing out that the Govern­
ment had taken varioug steps to curb 
this expenditure: In this context I 
was referring to the role of the Staff 
Inspection Unit of the Finance Minis­
try. The Staff Inspection Unit of the 
Finance Ministry inspects the various 
departments of the Government, car­
ries out work studies according to a 
predetermined programme and its job 
is to locate surpluses. In the course of 
1966-67 this unit inspected S3 offices 

■ and the cases in which its recommen­
dations were accepted led to an eco­
nomy of 2,523 posts. In addition where 
proposals were made for fresh re­
cruitment etc., withdrawal or modifica­
tion of these led to an economy of 
2,450 posts. The total economy which 
was brought about by the Staff Ins­
pection Unit v i ,  of the order of 
Us. 212 crores as a result of these re­
ductions which, I hope, the House 
will agree, is not an inconsiderable 
amount.

Now 1 turn 10 Plan expenditure. 
There has been criticism front both 
sides. Some have said that the Plan 
is too large; some have said that the 
Plan is too small. The bulk of the ex­
penditure under the Plan is develop­
mental expenditure and in spite 

-of the need to maintain this 
developmental expenditure at as 
high a level as possible keeping 
in mind the need for future growth 
and the necessity for keeping the 
momentum of economic growth going. 
Government has exercised great rest­
raint in.keeping down Plan expendi­
ture this year. The total provision in 
the current year is Rs. 1,826 crores 
including Hs. lo cranes on account of 
the proposed additional provision for 

institutions. Of this Us. 590 
crons is on account of assistance to 

"States and Rs. 1,236 crores is for the 
« MW“ I Plan of the Centre and the 

"Staton territories. The point to re- 
saMnber hers ia that in money terms

the provision for the Plan for the 
Centre and the Union territories this 
year is roughly of the same order as 
that of last year and I hardly think 
that it would have been possible to 
reduce it still further. I luve that no 
section of the House seriously sug­
gests that the second year of the Plan 
should in money terms have been 
smaller than the first yew of the Plan.

An hon. Member; It should.
Shri K. C. Pant: The States, in fact, 

actually got smaller Plan assistance 
than in 1966-67 and the assistance to 
the States was mostly for the purpose 
of increasing agricultural production. 
Sir, I heard a voice—I think, it was 
Shri Piloo Mody’s—saying ihat the 
Plan should have been reduced. I ask 
him: Would it have been wise to re­
duce the Plan even if it meant lower­
ing outlays on agricultural produc­
tion and giving up or slowing down 
those projects which are in hand, 
which are progressing and for which 
foreign exchange arrangement have 
been made?

Shri Piloo Mody (Godhra): Yes.
Shri K. C. Pant: Would he rather 

that this capital which has been in­
vested lie infructuous? I do not think 
be would mean that. In fact, I would 
be inclined to agree with Shri p. 
Venfeatasubbaiah that the maximum 
effort should be made to expedite pro­
jects which have been taken in hand.

Then, a sum of Rs. 40 crores is in­
cluded in this Plan provision aa as­
sistance to financial institutions and 
it is intended to make sure that the 
level of investment in the private sec­
tor is kept up to the extent possible 
under the present circumstances. At 
the same time, Rs. 200 crores are pro­
vided for iron and steel industry and 
heavy industries. Again, it is the need 
to keep the momentum going, not to 
allow projects on which certain ex­
penditure has been incurred te Slow 
down Or to be given up, that is *t 
the back of this Rs 200 tfores Invest 
ment. It is also a question of creating 
sufficient demand for private ^



m public sector industries which de­
pend on the capital goods industry ior 

market. I may remind Mr. Mody that 
while h» is complaining that the Gov­
ernment is investing too much in the 
PUrn, at the same time, we hear, now- 
a-days, the private sector complaining 
that the Government is investing too 
little and they are complaining that 
because the Government is investing 
too little, their demand is going down 
and, therefore, their production is 
going down. Previously, we used to 
hear that the Government was invest­
ing too much in transport and that 
now the Government is investing too 
little. You must not look at this 
question in acompartmentalised way. 
We have an integrated economy and 
both the public and private sectors 
are inter-linked, one providing the 
demand lor the other. 1 dare say that 
even if the private sector wants to 
maintain or increase its rate of growth 
even from the narrow angle, it should 
consider the role that the public sec­
tor plays. Unless the public sector 
grows, it is impossible for the private 
sector to grow. He may not agree with 
me. I have given a concrete instance 
where the private sector is complain­
ing that the Government is investing 
too little.

Shri Piloo Mody: That is what
happens in the permit-licence-raj.

Shri K. C. Pant: It will not do to 
insist that the private sector rhould 
maintain or increase its growth and, on 
the other hand, to complain of the 
public sector getting too much of the 
resources. I think. I have dealt suffi­
ciently with this particular aspect. The 
Government has mode an attempt to 
reconcile essentially conflicting ob­
jectives of price stability and the 
avoidance of further recessionary 
trends in the economy. I do not think 
more could be expected of it in the 
present circumstances.

Now, J turn, briefly, to the broad 
. philosophy behind the taxes that have 

~been levied. It has been said in the 
Bouse and also outside by some that if 
the subsidy or foodgrains was given 
iq>—Shri Hanumanthaiya mentioned 

f A l) LSD—*.
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that point—it would not have been 
necessary to mobilise additional taxa­
tion. Government does regard this 
subsidy as a temporary expedient. But, 
whatever one’s view on the food 
subsidy, in the long run, surely, it 
cannot be argued that it would have 
been preferable in the present circum­
stances to increase the price of food- 
grains rather than tax consumption of 
items, like cigarettes, synthetic ftbre, 
motor spirit and, indeed, tea or coffee 
or footware. Therefore, in judging 
these alternatives, one has got to see 
what is the ether alternative. If you 
give up lhe subsidy on foodgrains and 
you raise the price of foodgrains, it 
hits the common man, the poorest sec­
tion of the society, very hard. If you 
tax certain consumer items which do 
not play the same vital part in Ills 
budget, surely, that is preferable in 
the present circumstances. That is a 
point to be remembered.

On the other hand, Shri P. 
Ramamurti went to the other ex­
treme. He said that reduction in ferti­
liser subsidies is a breach of the pro­
mise given at the time of devaluation.
I do not know whether there can be 
any promise to keep up subsidies in 
perpetuity on any item. I do not think 
any Government can do it. So, I would 
submit that those who suggest that 
taxe3 should not have been levied 
should consider this alternative or re­
ducing the subsidy on food and ferti­
lisers and I am sure that most sections 
of the House would come to the con­
clusion that jt is preferable not to 
give up the subsidy on food and ferti­
lisers to the full extent at the present 
moment in preference to what we 
have done.

It may be argued, why not direct 
taxation instead of indirect taxation? 
It has been argued, in fact. There is no 
doubt that, indirect taxation does 
tend to increase prices and does tend 
to give rise to a general expectation 
of further increase in prices. If it were 
possible, certainly the ideal thing in 
the present situation would have been 
not to levy any taxes at all. But can

I8W (SAKA) General DU. 4172
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it be Mrtmljr suggested that when 
tbs industry to already depressed as it 
i« Bt the moment, it is poaaihle to in- 
create direct taxes to any significant 
extent? It ii not n  Ihoggh this It the 
first Budget that this Government has 
introduced. Direct tax«s have been 
•topped Up from time to time in the 
paat on various occasions. Even now 
we are engaged in a detailed examina­
tion* j j f  direct taxes and we ore 
anxious that these suggestions should 
be discussed. We have refrained 
from making any major change in 
direct taxes until we have carried out 
this study.

An ken. Member: What about capi­
tal gains?

Shri K. C. Pant: I said, the whole 
system of the structure of direct taxes 
is under study. In this particular 
Budget, the changes that are suggest­
ed are only minor and selective. Some 
of these concessions have been wel­
comed relating to savings, tourism, 
tax-holidays and assessments on a 
prospective basis. These are important 
not so much from the point of view 
that revenue will be generated in*' 
mediately but from the long term 
point of view as pointer; to the direc­
tion In which our structure of direct 
taxes will have to move in time to 
come.

As to indirect taxes, here again, the 
Indirect taxes this year have been 
selective and discriminating. This has 
been acknowledged and 1 do not, at 
this stage, wish to give the justifica­
tion for all these indirect taxes be­
cause that has already been done in 
the course of the Budget speech. But 
I would like to mention that the 
effect on prices of these indirect taxes, 
of the excise duties, would probably 
bo smaller than would have normally 
been expected when the duties are 
automatically passed on to the con­
sumer. This is because at the objective 
conditions obtaining in our country 
today. HJWe i* a fall in the real in­

comes which is acknowledged 
round and this ba» generated a  ear* 
tain amount of consumer resist— oat 
TUs consumer resistance will act ss 
a brake on the increase in prices. Then 
Government has also exercised tbs Ut­
most discipline in restraining Its ex* 
penditure. I have already referred’ to 
it in detail and so. I do not think I 
need to repeat *11 that

Shrlmati Tarkeshwari gink*
(Barh): May I interrupt the hon. 
Minister for a minute? Just now in 
the course of his speech, he was said 
that points have been made in this 
House that discriminatory treatment 
has been given in regard to excise 
duties. He says he does not want to 
elucidate on that point. That does 
not create a very good impres­
sion. He should categorically deny 
that. He should not leave it to the 
Finance Minister to reply to that 
point; he should himself reply be­
cause he has confirmed the suspicion; 
charges have been levied in the 
House. He should categorically deny 
that. - 4||

An hon. Member; He is not capa­
ble of it.

Shri K. C. Pant: I have understood 
her saying that certain duties are not 
discriminatory. 1 have never said 
that they are discriminatory. The 
exact word that I used was ‘discri­
minating*.

Shrbnatl Tarkeshwari Sink*
That is dangerous.

Shri K. C. Pant: I have said, "selec­
tive and discriminating”.

Shrimati Tarkeshwari Sinfca: Selec­
tive but not discriminating.

Shri K. C. Pant: With all respect, I 
would like to say that there is a dif­
ference between the two words.

Then, we have a liberal import 
policy which will alto, we hope, ad* 
to this tendency to resist price in­
creases.
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Finally, I hope hon. Members would 
k m  mtloed that 'the excise duties 
tikis y tir  are of such a nature that 
their incidence increases with the in­
comes of the individuals. In other 
words, they partake of the character 
of direct taxes in this sense. This is 
all that I have to say on the taxation 
of this year.

A number of hon. Members have 
shown a keen interest in tax collec­
tion. and they have mentioned that 
Government do not collect all the 
taxes that they levy. Quite frankly,
I would say that there is a certain 
amount of tax evasion and tax avoid­
ance in this country as indeed there 
is in other countries.

Shri Dklnrm r Kalita (Geuhati): 
To what extent?

Shri PUoo Mody: What we have got 
to do with tax evasion in other coun­
tries?

Shri K. C. rant: Some people know 
more about the extent than others.

Shri PUoo Mody: What is this argu­
ment that because it happens in 
other countries it happens here also?

Shri Jyotirmoy Basu (Diamond 
Harbour): We are convinced that the 
hon. Minister knows how to make an 
under-statement.

Shri K. C. Pant: The real question 
is whether we are doing all we can 
to reduce tax evasion and tax avoid 
ance and delays in assessment and 
collection. If hon. Members will only 
have some patience, I hope to be able 
at least to tell them what steps we 
are taking, and then perhaps they can 
come to their own conclusions.

Shri Vasndevan Nair (Peermade): 
We have heard it so many times.

Hurl K. C. Pant: Firstly, a drive 
has been launched to bring more and 
more people under income-tax assess­
ment. I shall give you the figures. 
Ibe total number ef assessees was 1.2 
«<Mmi at ti>e and of 1M2; this has 
inwaaed to mo n  than 8.7 million by

now, which is an increase of more 
than 100 per cent in five years.

Then, in order that a disproportion­
ate amount of time of the income-tax 
oflloer is not spent on small cases, we 
have told them that they should ac­
cept the returns of lower income brac­
ket assessees only after sample checks 
and that they should devote more 
time to Uie bigger cases.

Company cases account for nearly 
t f  per cent of the tax collected. Sepa­
rate circles have been formed all over 
the country for the disposal of com-' 
pany casea and these have been man­
ned by efficient officers. Higher cate­
gory non-company cases account for 
nearly 20 per cent of the tax collect­
ed. These cases too have been seg­
regated ■and concentrated and have 
been given to efficient officers for 
disposal. I am glad to inform the 
House that these steps have resulted 
in the disposal rate going up from 
about 18 lakhs in 1964-65 to nearly 
27 lakh« in 1966-67. The average dis­
posal per income-tax officer has also 
gone up from 1003 in 1962-63 to Ml* 
in 1966-67, that is, by more than 50 
per cent.

Then, simplification and rationalisa­
tion of the income-tax structure is 
another 9 ep that is being taken and 
that is constantly under review. Then 
there is the introduction of the sys­
tem of functional distribution of work 
among the JTOs . • -

Shri M. Antersey (Banaskantha): 
It is Parkinson’s law.

Shri K. C. Pant:.........under which
administration and collection and 
assessment have been separated. Some 
hon. Member mentioned Parkinson’s 
law. I think he should not speak 
about things which he does not know 
fully. A pilot study has been carried 
out on the functional distribution of 
work, and if he is interested and he 
comes to me I shall show him the 
striking results that have been achiev­
ed as a result of this functional oia-
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tribution of work. Therefore, it has 
been decided to extend it to more in­
come-tax circles. The training facili­
ties and refresher courses etc. are 
being improved. In order to expedite 
the disposal of appeals, more Posts of 
Appellate Assistatnt Commissioners 
have been sanctioned.

Then, there is the popular subject 
ot black money. 1 agree with Shri 
P. Ramamurti that it is a social and 
economic evil and it has to got to be 
tackled from all possible angles. But 
1 am sorry I cannot agree with him 
that this evil can be eradicated by 
demonetisation. That, I think, is not 
possible under present circumstances. 
But I can assure him that this prob­
lem is engaging the attention of Gov­
ernment and every effort is being 
made to unearth undisclosed income.

In this respect also. I would pul 
before the House the concrete steps 
that have been taken. There are 
various legislative measures taken in 
the reeei>1 past in this sphere. These 
include enlarging the powers of search 
and seizure, tightening up of the pro­
visions regarding imposition of penal­
ty for concealment of income as well 
as those relating to prosecution for 
such offences. Then there were two 
specific voluntary disclosure schemes 
which also resulted in voluntary dis­
closures to the tune of Rs. 197 crores. 
Under the enlarged powers of scarch 
and seizure, the income-tax depart­
ment carry out searches and effect 
seizures about which wc have ques­
tions in the House every day. This 
has yielded a large amount ol' con­
cealed income. Administrative steps 
are also being taken. We have set 
up four intelligence units, in Bombay, 
Calcutta, Madras and Delhi. The 
House w j !1 oe glad to know that they 
have been doing useful work. Then 
there has neon liberalisation of the 
procedure for grant of rewards lor 
Riving lnloi mation. Prosecutions have 
also been launched in the recent past. 
I do not want to go into details, but 
these are the broad outlines. But let.

me assure the House that we do not 
propose to relax our vigilance in res­
pect of black money.

My hon. friend, Shri Dwivedy, men­
tioned that the former ruling prince* 
were not being assessed to tax pro­
perly. Let me give him the position. 
Barring the privy purse which has 
been exempted by the Constitution, 
the former ruling princes are in the 
same position as any other citizen of 
this country. They pay tax on their 
wealth; they also pay tax on gifts 
made by them. Thus there is no dis­
crimination in their favour.

fin a lly , I should like to say some­
thing about the public- sector under­
takings. Several members here refer­
red to the working of public sector 
undertakings. I think there is no 
difliculty in agreeing that their w ork­
ing could be improved, and needs to 
he improved. So indeed does the 
working of the private sector. What 
is extraordinary is the manner in 
which the public sector is run down 
as though mere denigration is going 
to solve the problem. There has been 
n systematic attempt to misinterpret 
the financial results of thp public sec­
tor undertakings. I must repudiate 
.mch misinterpretation. 1 am glad to 
agree with Shri Dange on this. J am 
prepared to give facts afid figures. 
What are they? At the end of 1965- 
fifi. the tolal investment of the Cen- 
U:.l Government in 14 undertakings 
amounted to Rs. 2,415 crores. Now all 
nf this was not productive capital. 
Part of it was investment in projects 
which had not come into production, 
part of it had been investment in ex­
pansion programmes. Therefore, if 
we confine our attention only to effec­
tive capital, it was of the order of 
Ks. 1,413 crores. Even here, many 
of the industries represented by this 
effective capital have come into pro­
duction only recently. Considering 
the nature of public sector undertak­
ings, it is natural that they have long 
gestation periods; they are complex 
units and require training of person­
nel, an<j it would not be fair to ex­
pect each and every one of them to
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run profitably immediately on coming 
into production. Even so, out of 40 
running concern*, 31 including Hin­
dustan Steel, made a profit of Rs. 58.4 
crores in 1969-86, after providing for 
depreciation, but before interest on 
capital, loans and taxes. Only eight 
undertakings showed a net loss. Even 
if you take all of these 40 together, 
including the 8 which incurred a loss, 
the over-all return on capital employ­
ed works out to 3.8 per cent. This 
is not a very high rate of return, this 
is a low rate of return, but if allow­
ance is made for the fact that many 
of those plants have just begun work­
ing, and if allowance is made for the 
fact that they are very difficult ven­
tures I think that this is not a poor 
return at all.

15 hrs.
In the ease of 12 undertakings which 

have been established for sometime 
now, the returns are much better. 
The gross profit as percentage of capi­
tal employed has been in excess of 10 
per cent in the case of 12 undertak­
ings, and in the ease of several under­
takings, including Bharat Electronics, 
Indian Telephone Industries and Hin­
dustan Antibiotics, the return is of 
the order of 15 to 20 per cent.

To give another example, in the 
case of Ashoka Hotel, which was at 
one time greatly maligned, the return 
is of the order of 12.8 per cent in 
1985-66. This is not bad. Nobody 
can call it bad.

It is not my intention to convey 
that we cannot improve the working 
of the public sector. We are seized 
of this problem, we have a Bureau of 
Public Enterprises in the Finance 
Ministry which has been set up to co­
ordinate the working of public sector 
undertakings, to review their perfor­
mance from time to time, and also to 
carry out pre-sanction studies, pre­
sanction scrutiny of projects. Then, 
there is also the problem of unutilis­
ed capacity which the Bureau is look­
ing into. Today there is unutilised 
capacity in the capital goods industry 
sector. The Bureau is looking into

it, and already orders for the new 
power plants that are to come up in 
the fourth plan, or that, are going to 
be expanded, have been placed on the 
Heavy Electricals, Bhopal, and Bharat 
Heavy Electricals, Hardwar, Hydera­
bad and Thichy. Wherever capicity 
is still left unutilised, an attempt is 
being made to diversity production. 
An attempt is also being made to lay 
down certain guidelines to reduce 
construction costs on township, 
housing etc.

As far as management is concerned, 
an attempt is being made to get suit­
able talent wherever it is available, 
whether in the Government or out­
side. Recently we advertised and we 
got a thousand applications from out­
side. These are being looked into. 
Inside the Government, a panel is 
being formed of suitable officials who 
can man these public sector projects, 
because every official is not automa­
tically suited for this kind of work.

In the field of experts also, I would 
like to mention, though I will not go 
into details, that the public sector has 
made a significant contribution in the 
course of the last year.

Finally, certain suggestions have 
been offered which I found very in­
teresting. I must make a reference 
to them. One was Mr. Dange’s sug­
gestion to pay the managers of public 
undertakings on a salary cutn commi*- 
sion basis. Coming as it does from 
him, this is particularly interesting, 
and I am sure we shall try to profit 
from it.

Mr. Hanumanthaiya and Mr. Shan- 
tilai Shah dwelt on the virtues of 
competition and also on economic 
incentives, and there was a meeting 
of minds between them and Mr. 
Denge on this point. That means a 
very long and wide bridge. There­
fore, we 9h»H certainly consider this 
aspect, and we will consider all these 
suggestions which have been made.

I can only say that there is noth­
ing intrinsically wrong with our pub-
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lie •«ctQ( projects. They will cone 
up in due course, as many of them 
have, already come up- What is 
needed is that all sections of the 
House treat them as national projects, 
a(  projects into which this nation’s 
money has gone, capital has gone, 
which ouut produce result* for the 
common good. If Parliament encour­
ages these projects from this point of 
view, I am sure that they will be 
encouraged in their turn to produce 
better results.

I think that my time is up. I know 
that there are many other speakers 
who are keen to take part in this de­
bate. So, I do think I should con­
tinue with my speech. I thank you 
very much for giving me this opor- 
t unity.

Shri N. Dandeker (Jamnagar): Mr. 
Daputy-Speaker, Sir, I wish I had at 
my disposal the kind of time that the 
Minister of State has taken because 
I would very much have liked to deal 
with a number of issues he has rais­
ed. Unfortunately my time is limit­
ed and his time is not I would 
therefore confine myself to what ap­
pears to be by common consent the 
two major standards of reference in 
the light of which the budget must be 
considered and. in. the light ot which 
one has to form one's judgment on 
the budget.

It is agreed on all hands that in the 
first place one must consider the bud­
get from its immediate impact in 
terms of holding the price line. And 
the second standard of reference for 
judgment would be in it* prospective 
impact; will it arrest inflation?

Taking up the first—the impact of 
the budget on the immediate price 
situation—I think there is a good deal 
o f MttfasiiOfc because it is not ckar 
afcttyi what particular price line one 
Ut tm am  -abaft*. I *rduMthereft»e 
Ifka He-'rnMtim Uda tfdttfcr with 
Heratm to three separate Motor* in the 
ocaMjnfe Ufa « f  tm rfitr. I*  the

first place, what will be the aflact «g 
the budget on the working daae coct 
of living? Secondly, what wifl be the 
effect of the budget on the middle 
class, the lower and upper mhMtte 
class cost of living? And thirdly, 
what will be the impact on wholesale 
prices generally and on industrial In­
puts and outputs. It is peihaps, . .1 
say “perhaps" because I am not quite 
sure—justifiably claimed by the Fin­
ance Minister that the immediate im­
pact of the budget on the working 
class cost of living may be negUahle. 
Certaily if the monsoon turns out te 
be as well as every one hopes, there 
will be no overall advers effect if you 
come to look at the matter three or 
four months hence. But I do not 
think the same can be said about the 
impact of the budget on the middle- 
class cost of living. Shri Shantilal 
Shah described the figure of a person 
wearing factory made shoes, rayon or 
terelene clothes, smoking cigarettes 
and perhaps Imbibing rather more 
than was good for him of coffee or 
tea. That describes the middle-class 
people who try to maintain some stan­
dard of living in these difficult times, 
the white collar brigade, the lower 
middle class and the upper middle 
class. I am quite certain that the im­
pact upon the middle class cost of 
living at thia budget is gaing tn be
quite considerable whether it is the 
cloths or the shoes they wear, the 
beverages they drink in terms of tee 
or coffee, the cigarettes they smoke, 
the newspapers they read or the post­
al facilities they use. Many of the 
things that goes into their standard 
of living, that which makes for the 
quality of the standard of living ri 
the lower or upper middle class is 
going to be directly affected by the 
consequences of this and the Railway 
budget I do not think we would be, 
right 1q ignoring the middle clan. Is 
this country or the impact of ttdf’ 
budget on the middle daw. One b n ' 
to be really in dooe wltbt.
them aa l.have the«oodfortuiM tA-bv 
t* know aometfcteg afcmt Hum. thm r 
U M M rtlf to lUMilk «xMh; -ft
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they are not la large number* in the 
rani area*. But the impact of thii 
hBdgs* op an already grand dswn middle-daas, a middle-class that hat 
in the family vary lew income earn­ers, a middle-class that is ground on 
the one aide by the rising prices and 
«** the other by indirect taxes which sobtract from the net value of their 
income,—is going to be quite serious 
aid I do not think that anybody 
would dare contradict that proposi­tion.

From the general economic stand 
point, even if we want to forget the 
human beings for the moment, the 
impact of this budget on the whole­
sale price structure, that is to say on 
the prices of industrial inputs and in­
dustrial outputs, coupled with the 
impact on them of the railway bud­
get that has raised freight rates and 
the like will, I think, be quite serious. 
"When I say it is quite serious, I am 
not measuring it in terms of 10 per 
cent or IS per cent. I am measuring 
the impact quite simply a* regards 
holding the price-line. That, I take 
it, is the main criterion of judgment. 
All ministers and various other people 
have been going round urging upon 
everybody the necessity of holding 
the price-line; hence, the point in not 
whether all these things done by the 
budget and by the increase in freight 
rates are going to put up wholsale 
prices precisely by five per cent or 7 
per cent or even 3 per cent. The 
point quite simply is that the impact 
« f  the budget on holding the price- 
line is going to be quite serious in the 
sense that there is not going to be the 
slightest hope that the priceline for 
industrial purposes, in terms of costs 
to industry, is going to be held at all.

I turn now to the other major 
aspect. The second standard of re- 
frsrence is perhaps even more im­
portant,. 2mm which, it is by common 
eeesaat agreed, the budget ooght to 
he judged, namely, will Ola budget 
tappe i h* eftert.—not lust in t w i s 
qijM ocm A iy end verbiage ot that 

amutiac 
Jn iflili a w i q T  B  t t d w a A

then Isuggets it is a compete failure. 
It dees not matter to what degree 
it further stimulates inflating; 
We may disagree as to the degree in 
which it may stimulate inflationary 
forces. But, Sir, the point really is that, 
today, the economy is so overheated 
and there are such strong inflationary 
forces in all sectors that the question 
for consideration is whether **■** bud­
get will arrest inflation. This ques­
tion too can be best explored, and 
best considered, in terms o f three situ­
ations. They are the ones that have 
an effect on the inflationary situa­
tion. The first is governmental ex­
penditure. The Minister of State 
was at great pains to indicate that 
there was hardly any scope for 
economy in public expenditure. I  
have not heard a more startling pro­
position from anyone either in this 
House or outside, and I would like 
to quote to him the authority of the 
Depuy Prime Minister and Finance 
Minister himself who, less than a 
year ago, indicated, undoubtedly, 
in broad terms because he did not 
have the details with him on that oc­
casion,—that the scope for economy 
in this country was of the order of 
ten per cent. This was a “must”, not 
a choice or an optional possibility or 
anything of that kind but a necessity 
of the economy in this country even 
in terms of practicabilities.

Now, Sir, I do not wani to weary 
the House with too many figures, but 
I have here some very interesting 
figures given in the India Pocket Book 
of Economic Information, about the 
growth of revenue expenditure in the 
Central and State Governments, taken 
togother. I think these are really re­
levant figures, because these are not 
raallj separate fiscs—the State Gov­
ernment flse and the Central fisc—and 
because the State fiscs a n  dependent 
in a very large measure indeed 
upon the reeoarcas that are aapplM 
ta. the States bytha CantcS* 
QanroDMBt Tin m B m i  o f  ••obm
dwn n w n i m n i i  —  ■dwura a t
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the Central and the State Govern­
ments, other than on debt servicing 
and defence, in the last three years is 
as follows: General Administration and 
External Affairs, 1964-65, Rs. 120 
crores; 1965-66, Rs. 136 crores; 1966-67, 
nearly Rs. 140 crores. But the really 
important gures axe not these,— 
every body talks about this general 
administration,—there is another 
classification here called “Others'', that 
is to say, not debt servicing, not 
defence, not general administration 
but “Others’’. It is this item to which 
I would like to innvite the attention 
of the House. It was Rs. 451 crores in 
1964-65, Rs. 468 crores in 1965-66 and 
Rs. 552 crores, (budget estimates) for 
1966-67. I ask you: when the Minis­
ter of State says, “Make positive pro­
posals as to how and where shall I 
look for economy” , has he seen these 
figures? I suggest to him he had bet­
ter take a look at the accounts of the 
year 1963-64 and ask himself 1he 
question, "Why can’t 1 get back? 
What is the cause of the difTerence bet­
ween expenditure of 1963-64 and 1967- 
66, the budget expenditure? Where 
has it all gone and what can I do to 
slap it down back to nearly where it 
was tour years ago?”

Sir, I will leave it at that.

There are various other interesting 
figures in that publication, for instance 
Table 14.5 at page 139. But the most 
interesting one is Table 14.7, about 
gross capital formation and Govern­
ment consumption expenditure. 1 
would invite the Finance Minister’s 
kind attention to page 141 of this offi­
cial publication and ask the simple 
question: how has the consumption 
expenditure grown over the last three, 
four or five years. When I ask ‘how’, 
I do not mean there is not always an 
explanation available. I do not mean 
just "how’. The question for the' 
Finance Minister should be: can I not 
get bade to where I  was 3 or 4 years 
ago? 1  a a  quite -MrMa that if eco­

nomy endeavours of that very cpecMc- 
kind wore made, it would.be possible 
to do something quite substantial.

1 will quote an example which is. 
within my knowledge. In 1949, when-, 
this country had to devalue the rupee 
for the first time after the war, 1 was 
in the States Ministry and the task at  
bringing down the expenditure of the 
Government in a substantial way waa- 
entrusted t0 an economy Committee 
consisting of the then Finance Minis­
ter, Dr. Mbthai and the then Deputy 
Prime Minister, Sardar Patel. I re­
member having participated in this 
exercise. It was on the lines I had. 
just suggested;—how and why had ex­
penditure grown over the last 3 years? 
What is there to stop us from getting 
back to where we were 3 years ago?
I do not say. you can always succeed. 
But if one proceeded along those lines, 
a substantial, practical way of ap­
proach is available and should be ex­
plored. Sir, the second major factor 
in regard to inflation is this. Every­
one in this House seems to have ac­
cepted the claim that this is a balanc­
ed budget and there js no deficit 
financing in it. I am astonished by 
this, because I see in this budget reli­
ance upon PL> 480 counterpart funds 
t0 the extent of Rs. 290 crores, at 
which Rs. 135 crores is euphemisti­
cally called “investment”  of PL 489 
counterpart funds on behalf of the VS 
Government. I raised this point in 
this House in 1965 and the then 
Finance Minister attempted to shoot 
me down. But Reserve Bank money 
obtained and spent by way of invest­
ment of PL 480 funds as deficit financ­
ing; indeed,, any kind of expenditure 
of PL 480 funds, is inflationary regard­
less of whether it is authorised ex­
penditure in terms of what the US 
Government is entitled to spend or In 
terms of what the US Government 
gives by way of grants or in terms o f  
what US Government gives by way a t  
Cooley loans to industry or by way 
of direet loans to the Government o t  
India for public sector da niffnpi imbiI
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though them are not the categories I 
am now referring to. I am here refer* 
ring to the utilisation of the unspent 
balances in the PL 480 account by the 
procedure known as “investment” of 
PL 480 funds. I derive authority for 
saying this from what Mr. John P. 
Lewis has himself written in his book 
entitled Quiet Crisis in India, written 
in 1062. It is not as if the Govern­
ment themselves are not aware of 
this, or that they have not themselves 
urged that these are inflationary pro­
cesses. It is said in that book (I 
quote):

“Prom time to time there have 
been vociferous complaints from 
the Indian Government officials 
that the expenditure of US PL 480 
rupee holdings is dangerously in­
flationary. It is argued that the 
expenditure of PL 480 rupees at 
the time it occurs, is unmatched 
by any fresh injection of real re­
sources into the economy. Some 
United States officials have vehe­
mently denied the charge, often 
reasoning from the assumption of 
simultaneity between arrival of 
aid goods and the expenditure of 
the rupee funds to which they 
give rise.”

Sir, I maintain that in this budget, 
even after allowing for what is to be 
spent out of PL 480 funds legitimate­
ly,—that is to say, outright grants, 
Cooley loans and ordinary loans to 
the Government for various protects 
etc.,—the illegitimate drawings upon 
PL 480 unspent balance by what is 
called “investment in special securit­
ies,’’ I submit, is in fact deficit financ­
ing. Thig budget is a deficit budget 
to the extent of Rs. 135 crores, be­
cause that is precisely the extent to 
which reliance has been placed on 
this particular source of created 
money.

Finally, Sir, with regard to arrest­
ing inflation, the third question that 
ons' asks oneself Ig this: does the 
feudfeat. taken at a wholes enable the

revival of dynamism in the economy 
in regard to production and in regard 
to savings and investment.

I always like to deal with this ques­
tion of production by setting out a. 
certain economic serieg of which the 
terms are functionally related to each- 
other. If one is considering the short­
term problem of increasing produc­
tion, that which is relevant today, this 
year, the next year or the year after, 
because of the condition in which our 
economy is,—what we need is a quick 
spurt in production of a magnitude 
such that we do not have to cut back 
on consumption, as that would mean 
our going back in our standard of liv­
ing to some years ago. We want an 
increase in production of a magnitude 
such that after satisfying domestic 
consumption there is an adequate sur­
plus left over for export, otherwise 
all talk about reviving dynamism in 
the economy becomes meaningless.

The main terms in the production- 
scries are: firstly, costs;—that is the 
main thing in this whole problem of 
production;—secondly, volume of p ro ­
duction; and the third is the avail­
ability of current finance. You have 
all heard of the severe bank credit 
restrictions now in operation. The 
fourth term in the series is that of 
profitability) if you have got volume 
and proper costs, if you have the right 
kind of credit situation, then you get 
profitability.

When I look at these four terms in 
the production series in the light of 
what is going to happen, I am sure 
about costs because, as I said earlier, 
I am perfectly certain that the costs 
are going to go up. As regards 
volume, in so far as volume is depen­
dent upon this country’s current im­
portations against non-project aid for 
current reuirements, I think the Gov­
ernment have done that job well and 
I do not mind congratulating them oa 
the extent to which there is now 
availability of foreign raw materials, 
components and so on. But what 
about this question of credit? The
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Finance i fa M w  was at paint 10 ex~ 
plain that with the ««nitig away of or 
£oin£ away iron  deficit financing it 
may be possible <or the Government 
to restrain the Reserve Bank of India 
from imposing all these tremendously 
restrictive credit situations where the 
industries today are strangled for lack 
o f working capital. I wish it were so. 
It would be so if there was no real 
deficit financing in this budget, but 
with the deficit financing already com* 
mitted in this budget to the order of 
its, iss crores I have no doubt that 
the Reserve Bank will be unable 
materially to make any change in its 
credit policy in future compered to 
what it has been in the last two years. 
Sir, I have expressed by apprehen­
sions not only about rising costs but 
alio about highly restrictive and cost­
ly credit availability. When you 
have rising costs and restrictive credit, 
you cannot get volume; when you 
have no volume you cannot have pro­
fitability; and if you do not have pro­
fitability you have to cut back on in- 
"puts. Lacking volume, you have to 
restrain consumption; and you may 
argue, you can do this and you can 
do that. But you are not going to get 
the magnitude of production required 
to meet your demand at rising costs 
and prices, and you are certainly not 
going to get adequate production for 
exports because it is going to be more 
and more profitable to *ell in the 
home market, in the internal market, 
and increasingly unprofitable to ex­
port.

About these export promotion devic­
es by taxing, instead at making; the 
eaipMt effort worthwhile in a positive 
way, we have got continuously into the 
hiMt, not only in this field but in 
m e y  other fields, of doing things in 
the negative way. You make the 
<rtker thing less worthwhile. In other 
■wards, yoa make home consumption 
tat wurlliwlifle by heavy excise 

ttaifr the wretched people 
trig ’bo'foreofl . to export. I suggest

that is not the way to re-introduce 
dynamism in the economy. DynaA- 
ism will be there only when the eco­
nomy is capable of production a 
magnitude such 8s that the home 
demands can be fu lly  met and an 
ample surplus is left over for exports 
that can be sold at very low prices.

Finally, Sir, about savings an<t in­
vestment, that is to say the long-term 
prospect. Is there in this budget any 
reasonable long-term prospect, let it 
be three years, five years or seven 
years, of introducing dynamism in the 
economy? And here comes the other 
series, which is: savings, investment 
and capital formation. Mere saving 
is useless unless it goes into invest­
ment. Mere investment in existing 
shares is useless unless it is convert­
ed into investment in new equity 
shires resulting in capital formation. 
It is these three firms in this series 
one has to look at. And, in regard to 
all these, when I see the tremendous 
trifles that the Finance Minister has 
put in by way of tax relief for indivi­
duals, for companies and all that, add­
ing all that up it conies to nothing, of 
no significance at all. I see no desir­
able effect of this budget on the magni­
tude of savings. I see also that there 
is no desirable effect of this budget 
on the magnitude of investment in 
equities. So long t| you do not take 
account these two situations, there is 
going to be no effect on the magni­
tude of capital formation; and unless 
we have adequate growth of capital 
formation,—Shri Pant can talk as 
long as he likes about sustaining the 
rate of growth, sustaining this and 
that, all that kind of thing,—other 
than in the public sector for which, 
finance is forcefully taken out of the 
economy, in no other sectors that % 
can think of is there going to to  
voluminous saving, nor lively invest* 
ment nor therefore, capital formation.

So, to, oonoiude, I  take a vaq’-dfc*. 
mat vi»w of «Ua VuAfl* «  X «WC'.
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1 would have ihft attended to 
aartrer many of the point* raised by 
Bjfo JPtat and to m b  positive pro­
posals. Unfortunately, I have no 
time. But I know I am right in 
spying that these are the test*. Will 
it hold the price line, the workmen's 
cost of living, the middle clssi cost of 
living and the wholesale price line 
that goes to constitute the inputs and 
ootputs of industrial enterprises? The 
answer i* in the negative. Then I 
look at the second test. Will it arrest 
inflation? Again, the answer is in the 
negative. Will it arrest with a jerk, 
not just a little here and there, 
governmental expenditure? The 
answer is in the negative. Is It going 
to arrest deficit financing? The 
answer is in the negative. Is there 
anything that goes to stimulate the 
volume of production in the short 
term? The answer is in the negative. 
Is there anything which over the long 
term can enthuse people about saving, 
investment and capital formation? 
The answer is in the negative. It is 
altogether an inadequate budget, X am 
very sorry to say.

W3«  w tjit (v r r n jm r )  

w trth  «n£tor, w  v«rrc
srfl | f t  w  *  w n i t  *j-
fwwrcr ft »w  a'Wte fV *n*c- 
sfl* qafr w  *  vp ft ar d r  *f aft

| *nr wnre ijft-

itfip r * n ^5  staT t  ftf S ®  *  
w  w  w  t o t  t

T J  3 5 ^  4 ft?  *  SfPfflft f[ flp
«nfc f 9  ^
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«W W  V’ft  ’ft
wtfiinr *T*ft . . . .

Mr. Deputy-Spcaker: The hon. Mem­
ber may continue his speech on Mon­
day.

15.51 hrs.
COMMITTEE ON PRIVATE MEM­
BERS’ BILLS AND RESOLUTIONS

T hird R eport

jr««>f5r *5»tir (<j4 feftfr) : 
$  strth vksjt g ft: m; hvt

»k-« <+T<t *  fro ire f wT?rf

fiaaV sfafa  ^  s  ah 7
« 5  1967 *TCT ij <m faajT W  «TT 
tfjPftr ^ 1

Mr. Depnty-Speaker; The question
is;

Shri P. K. Deo (Kalahandi): Sir, be­
fore you put it to vote, I submit that 
more time should be given for Shri 
Nath Pai’s Bill. Only three hours 
have been allotted for this. We need 
at least five hours to discuss this. 
It is such an important Bill. It is a 
constitutional amendment and it has 
far-reaching implications. So, I sub­
mit that at least five hours should be 
given to it

Mr. Deputy-Speaker: Already there 
was a letter from Professor Ranga and 
the Committee has taken into consi­
deration his letter and increased the 
time to three hours. We shall see 
when it comes before the House on 
the next occasion as to what the posi­
tion is and shall consider it.

Dr. Kami Singh (Bikaner): On a 
point of clarification, Sir. 1 have a 
Bill, number 3 on the list, which is 
only lor a formal transmission to a 
Joint Committee. I would like to seek 
your guidance aa to whether this BUI 
can he sent to the Joint Committee

today because there are two other 
hon. Members who will take up so 
much time. My Bill is only a pure 
formality.

Mr. Deputy-Speaker: It is difficult 
to say at this moment. 1 think, it is 
rather impossible to reach that Bill. 
What I would suggest is that as he 
has already written to the Committee 
that point will be considered at the 
next meeting of the Committee and 
the Committee will give consideration 
to upgrading the Bill.

Shri P. K. Deo: Sir, the House can 
override the decision of the Commit­
tee.

Mr. Deputy-SpeaJcer: Yes, I said so;
but not now.

■*> irsmpr fa? (SjprfJT) : rr̂ r 
ftrrr ?ro cpnff fa? _'r 5  huT 1

Mr. Deputy-Speaker: I f  it is possi­
ble, certainly he will get time but if 
it is not possible what can I say? How 
can I provide even a minute or a 
second? Time is very limited; so, I 
have suggested a way out.

Dr. Kami Singh: The only submis­
sion I wish to make is that this Bill 
seeks to bring in a language for the 
entire State of Rajasthan and there­
fore it is very important; hence this 
submission.

Mr. Deputy-Speaker: I  have already 
gone through the Bill. It is not sec­
tional; it is a language for the whole 
State. The Committee will take into 
consideration all the aspects.

Now, let us proceed with the busi­
ness. The question is:

“That this House agrees with 
the Third Report of the Commit­
tee on Private Members’ Bills and 
Resolutions presented to the House 
on the 7th June, 1967.”

The motion was adopted.


