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Mr. Speaker: It is all right Now I 
would request all the hon. Members 
to sit down. The result of the 
division is: Ayes 162; Noes 257. So, 
‘Noes’ have it.

The motion was negatived.
Mr. Speaker: We shall now adjourn 

the House for ten minutes and meet 
again when the Finance Minister will 
present the budget 
1710 hjrfl.

(The Lok Sabha then adjourned 
for ten minutes).

The Lok Sabha reasseihbled at 
Twenty Minutes Past Seventeen of 
the Clock.
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GENERAL BUDGET, 1967-68 
Mr. Speaker: The hon. Finance 

Minister.
Seme bon. Members: The Finance 

Minister is not present here.
S ltf Nambiar (Tiruchirappalli): 

The Finance Minister is missing....
An hon. Member: He is just coining 

into the House.
Shri Nambiar: He cannot be late 

like this. We are very sorry that he 
is late by two minutes. Two 
minutes can mean several crore* of

1' rupees to the nation. He should have 
been here in time.

Mr. Speaker: Let Shri Nambiar 
resume his seat now.

The hon, Finance Minister.
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in% % f*nt fipnw ^ tfffar̂  i

w t  wra «j«err (ffctftTOT) : 

art «w ifa faftRrt f  wt* tft | 
<5* fir£t smf*r fafirer  i f ttTfegy re 
J f^snfiR R *n^| i 3*if aft snfa- 
arc t  f « t f w <  aft «ft*qr ¥ T  | ,  f r c t  
Jrnpr farfrfZT vr ?^t | i apr ?nr $ar 
fa fa ? 2 T  ^  V K  ^ t  |  ?TV 5RT
^Frrt wzz far « r^ * t  artf wfw+n 

i

3ft ^  V% f w
5*T * :

“Form of oath of office for a 
Minister for the Union.”.

ari  *r*$5r 5r «r>r ft  5$ | i
»Kr<flĝ VM if Vft <F *ft ST?*

M w t  aft «rt«r *rr firft srnr* 
fafa?HT aft *ft«r a?r fir* ?rft t  
xftx *rnr fast nfmhr ?r?w ?r aftf *ft*r 

srrpr frPre* m qar fir #  smpr 
UUw< t ft  ft? ft  i t f w
arr aft snf̂ rJT | ^  ftrfjRzr 
|  i f l r a r ^ 5 W ^ « f t  
fqfjffsr *ftar ^ft %?rr | z*  ppf
ftrf f f gr ST̂ f VT T O  $ I %X STF*
t̂ r smpr fiifw si *r f ^ t  jtt5*t
fafa*STlfoT%%^aftf arRT f̂t SR̂ ft 

t  •

^  a f f r r  $  f r  anar art 
arrr% t  fafror

a f  t o  fa r aa>, * i f  »ra?r $  i a rtf «ft 
« n * » f t  a w  ?ra? * ?  * f t *  ?r^f Srar % w  
& v  J i f f  a n ^ a r f  i f  i t f t  ; r f t * r  t o t  1 1  
a m  a ^ tfcn as^r % tft a t f fs ^ R  %

fCSTWR ft»TT I

*tt na[ p w  (y » v  • ’ROTSfWr 
t o w  % «# *  «if in*hr ssror «tt i 
'i^tf>'i ?w RKfir *wt tnvnr a>r firor
TOT *T I «nft aft ^ T  fTTT 33WT
to t  |  s trit mfcr a*^ % ftn$ *  w?t 
jarr j( i t  # w r  ^  aft wrr 7 5 1 
^Brt»t «n w r s*n*r fiw rrr vfl|8rT 
f  i i^5f w nr 4 if firw p ir
I :

“Before a Minister enters upon 
his office, the President shall ad­
minister to him the oaths of office 
and of secrecy according to the 
forms set out for the purpose in 
the Third Schedule.”.

vr*f “*rt«er nrro» *nfow” 
*pr *r^TT | i

vn? Tvsgvfh 3rt v  j r t  afr ftrf«w 
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fa fow  vr vnr vtr irn^?r firfw <  
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| 7 strfer ?ft | eft 3*rert war? ?̂r 
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srAfen 3trt r̂rffJr i

<rnr xm ^ftnt i tow)t % wit if 
*ft ferr to t 1 1 ** 99 1 1 wft wn 
f t  »ri % i vtwtt pir w r  r̂tt 
| *rr sr%»rr wrr% | :

“Every member of either House 
of Parliament shall, before taking 
his seat, make and subscribe be­
fore the President, or some par­
son appointed in that betoalf bgr
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him, an oath or affirmation ac­
cording to the fbrm set out for 
the purpose in the Third Sche­
dule.”.

*Ft$ S 5 F T  W  ?TCf W T  ^  %*TT 
gTHlfrai
?ft «Tf I  « f l r  i m  i8 T T R ‘ |  SPIT

t f r r  t o t  |  ?ft ^ w t  * t a f  
i f t  ^ T T  T O T T  $  I 3 t*F  ^  m r  tft  *T$f |  

*rarr «Ft sw «it |  1 
W&l * R R R  *ft»T T  5ft * f  *M cT STRT f t » f t ,  

3 jn fq T  ^ r r  q t^ iT  i * f t f t  n f t o r  
fiFrr tffalTR % *FJ*TTC W ( srtf m* 
vstz f a r  s t » t  eft * f  sn re  O T j r f t  |  *tt  
f a  T T ^ t  s rft  i f  * F % f  f t  
*W?TT I  I Jrft TOf ^ i?T^r $ fa STT̂T 

*TPT S^TTt * R T  I W  'TT  STFT S T R
tftfr «ftr *p r  *rm?t stwt t  %

5RT 35TCT W  X(TWT Vfttl | eft
far ott ^ f r  t o  tor *rr%
§ 1 vtPft 3Tfr cpf $  ?r*nfr t r t  f  f»T t̂ 
H T tf lrftJ«PT< ^  % *w t f t r  t o r  *reft
^t *rtf %&ii w r fr̂ t | 1

*ft 'wrwtcf irraw (?n*r*nTS) : 
®rmta ?re* q- % zrf «rrrf%r ssrf t  fo
JTT-Rfa *ft *TTK3ft ^  ^7 5TETR
*fcft w t t o  «ft 1 1 # STTfTrrr 
j  ft> ^  qptf ift tnrr $sft ^  |  

jw r »f̂ t jit ̂  stctr *i?ft $  fan
Vtf IRUr 81ITPTT ft 1 t^r o444**fi

$  P f  a ft i f t  *reft f f * r  q ? ft v t  ?t 
#■ tfHtft * t  vta *ftT «*r% f ^

*F̂ t srarrcr *RfV *it snrrr ireft % fat* 
annwr ^  1 1

S ^ r tt  u n f a  3 ? ff%  g rs rf $  
ft? * f t  ^ T R 3 f t  fc jT$  3<T S W FT  * W t  i f t  |  
iftTft^T»i?fttft|<ftT«rf?t»^tTt 

|  I ^R>t 3ft <titl

|  ^cT ^t fRWTV |  I SWR #jft 
*IT #jft *HTT PF̂ ft ftWT̂T ’f?  

2702 (Ai) LSD—1,

5 H T W  ^TTf ?TT ^ fl^ t  T O f  ift 
I «ftT JHSTFT *wft fft Tf t, 5JW ff t̂
t f t  f  ^  ?ft « n %  ft n r p f f  
f T  ft R R W  * n %  f t r ^ f t t f t  SPSTT
^  f  I 4  « f t  *Tff f t p f t  «pt
?*TT«r ftfTTJIT ^ r ^ T T  |  ftr  ^ P P t  
CTTff ap ssft ^ P T ft f^lTTT %  WSX WS* 
#3ft » ft  t  < ftT  f ^ t  f t w r f f  v t  i f t  
*p*n3r fcr | . . .
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« f t  ^ x a f a r  i r w  : HfarOT^r
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ancT * f  f t  t t  arrerr s q fa r c r  t t c t t  
f t  1 %*r ?rrc% ®Ftf <lu'<wt wr s n R  
? h %  s rft i f  ?r?t ^5 w  |  1 

«rt ffo ^to « r n f f  («fptjt) : 
f*rft «ft 5sFjrrt?r % f f̂r ̂  ftr f*nt 
STSTR f f ^ t  «ft ?PTT
I ^ r  i^tfiw fn it̂ hv

p n h  ts - % , qiR vtf t^rrra 
| 1

f̂t ijfTÔ  ift % 33T*rr qf
W U T F W  I  «ftT f f f a W H  ^t HTTT ^  
wzfa I  s r k  » P T ^ T  « f t  *Tff
fw t % fiRr |  1 sr*r iff t  ft? *m  
^ f f t ^  i f m t z R i T ,  f f t ^ f f t ,  v t « r  
STSTFT w t  ^ t  ^  5rt I ,  ?ft T «T -
swr »?5ft ^t tftraw ?t ^f f?ft itfWf
«FT ^  qitf ^TT? 5Tft t,
wtftr ft

%  ipJSTTT «T f ^ r r  ^  t  I 
%ftR %«rar fw?r fofHRT ^t f^vr 
t o  r̂t ^prtt |  1 t o  *f |  ft» 
<ptt ̂ f t^  faftrer  yt 
w r - ^ f ^  ^  ftrqr I ,  t ft  w r  ^ w v t  »n re
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*rr% apt trftnm: |  irr ^  i $ 
^ ? rr  g fa *rn[*r ant S ^  
% <T5? 5*r ?rn?% vt trjpff-^r?r *?t 
^bt mfa w snt Jr ?m>
* i

a ft n h r *  m a r  « p m  : m ^ r q
*m»> Tftfrfafore i 3ft sfta
tft | ,  arf %^r fr^t srrrfr faf^T ^t 
tftaRr ?t ?ft 11 fa^sr faOr^T 
*pt $%flTT #T «ft*T T̂̂t Wt ^ 1 *rpR?t- 
CT9PT % fr^t srrs*r PrfJTF?’- % fsrcr 
*ft«r *fT Sjftf TTTf̂irfT 5T?t ft 
af* §7T «fajWT $ I

Mr. Speaker: Why should he not 
have made that argument eailier’

a ft a p *T  * T R  ajc?n : 3FTT 
fa^re fafa*7T *t *t sfarsftt, 
?rt anranrs tar ^  f, *r smr -&£ft 
* « t t  aft |fa *r a -  ?r s fta  ?ft frf ffY * f t  wg 
arar? tor w>x ^  t, ?rc? *r̂ t i

Mr. Speaker: He is just repeating 
what he had said earlier. He may 
resume his seat now.

aft vrsr far$rft «nM  (ar**m- 
5t) : ar?r ?rcr arft arnvrft t, bptct 
?ft *TTcft ?r> *rat % qr̂ - sft r̂rcfV 

^  an n? irft % ôSt i sr

SHF̂ T ^  ^ 5 R T  WH |  f a  W T  ? m  *Tcft
%  ?rat %%  %  TT-sra rrc n s ft
% ?TT̂ «ft 5ft »rf t  I

aft*nn:*rmiran : fsqst
STTfR fafTSTT % snfr I

aft im fi^rft wrufcft : aft ift
& *r*r *ft rcntft fcnf tt 

f  i * * r  fa m r * v t  anri% $f ^
mf «nff 11

Mr. Speaker: I think the oath is 
the same for all Ministers; all Minis­
ters including the Prime Minister 
take the same oath. Later on, the 
Prime Minister may have portfolios 
allotted to each Minister, but there is 
no question of separate oaths for 
different Ministers, one for the Finance 
Minister, one for the Law Minister 
and so on. Therefore, there is no 
point of order.

Shri Kanwar Lai Gupta: Let him
clarify whether he has taken the oath 
as the Finance Minister.

Mr. Speaker: Njw, the hon. Finance 
Minister.

The Deputy Prime Minister and 
Minister of Finance (Shri Morarji 
Desai): Sir, the presentation of tho
Budget is an important occasion when 
the Government comes to this Hono­
urable House for approval of its pro­
posals for expenditure and mobiliza­
tion of lesouices during the coming 
fiscal year. On this occasion, howe­
ver we are meeting under special 
circumstances. As Honourable Mem­
bers aie aware, a vote on account for 
enabling the Government to carry on 
its business during the financial 
year 1967-68 has to be considered and 
passed before the 31st of March. But 
the new Government at the Centre 
and the Honourable Members assem­
bled here, cannot, between now and 
the end of March, give full conside­
ration to the budgetary requirements 
for the whole of the coming year. 
The Government, therefore, wishes 
to bring before this Honourble 
House in a few weeks' time a Budget 
outlining the proposals for the full 
year, 1967-68. The usual Economic 
Survey will also be presented to the 
House together with the final 
Budget.

My purpose today is a limited one.
I propose first to present the revised 
estimates for the current year in the 
usual way. I propose also to present 
the estimates of Government receipts,
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both revenue and capital, for the 
year 1967*68 at existing rates of taxa­
tion and on the basis of indications 
available at present regarding non­
tax receipts. As for Government ex­
penditure during 1967-68, I shall seek 
a vote on account for a period of four 
months only. The estimates of expen­
diture for 1967-68 as a whole that I 
shall be presenting today are tentative 
and have been limited strictly to re­
sources that are now in sight. These 
will be revised appropriately in the 
Budget to be presented later in the 
light of a thorough review of require­
ments and resources that we propose 
to undertake in the meanwhile. I 
shall introduce a Finance Bill today 
which merely seeks to continue the 
existing tax structure for a further 
year.

Economic conditions

Even for my limited purpose, it 
would be appropriate to draw the 
attention of the Honourable Members 
to a few salient features of the current 
economic scene. The initial year of 
the Fourth Plan which is now drawing 
to a close has proved disappointing in 
many ways. Economic conditions 
caused concern not only because out­
put was low and the foreign exchange 
situation disconcerting but also be­
cause prices have continued to rise ra­
pidly despite a slackening in the pace 
of monetary expansion. Honourable 
Members are aware that unfavourable 
weather conditions have plagued the 
Indian economy for the second succes­
sive year; and the drought has over­
shadowed the economic scene for the 
past many months. Our present diffi­
culties should not obscure altogether 
thp strength and resilience that the 
Indian economy has acquired over the 
three Plan periods. But our policies 
and expectations in the short-run must 
necessarily be based on a realistic 
assessment of the current situation.

Although agricultural output is like­
ly to show some recovery, compared 
to the rock-bottom levels of 1965-66,

recent estimates are far less optimis­
tic than earlier predictions. Produc­
tion levels in the current year will, it 
isT feared, remain far below the bum­
per harvests of 1964-65. Total food 
grains production during 1966-67, for 
example, may be as low as 76 million 
tonnes as against 89 million tonnes in
1964-65 and 72.3 million tonnes in
1965-66. The failure of the monsoons 
has wiped out incomes and purchasing 
power in large parts of the country 
and has created a serious supply pro­
blem not only in respect of foodgrains 
but also many raw materials. Once 
agam, we have had to step up imports 
at the expense of our slender foreign 
exchange reserves and with the help 
of food assistance from riendly coun­
tries. Further substantial imports are, 
however, still urgently needed to tide 
over the period before the arrival of 
the new kharif crop. The question of 
food aid to India is to be discussed at 
a meeting of the Aid India Consortium 
early next month. Whatever the avai­
lable supplies will also have to be dis­
tributed equitably; and we propose 
to evolve soon an agreed policy in this 
regard in cooperation with State Gov­
ernments. Meanwhile, the program­
me to raise sharply the availability 
of fertilizers and high yielding seeds, 
to strengthen farm credit and to pro* 
mote agricultural research is making 
reasonable progress.

The growth of industrial output had 
slowed down considerably in the -final 
year of the Third Plan. In the current 
financial year also production has in­
creased rather slowly. The index 
number of industrial production show­
ed an increase of 2.6 per cent during 
April-November 1966 over the corres­
ponding period of the preceding year. 
The slackness in industrial growth 
was a widespread phenomenon and 
there was, in fact, an absolute drop in 
production in many agriculture-based 
industries, such as cotton textiles, 
vanaspati, jute, etc. On the other 
hand, industries catering to the require­
ments of agriculture—such as those 
producing diesel pumping sets or pes­
ticides—have fared quite well The
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failure of monsoons affected industry 
in many ways. First, agricultural raw 
materials were scarce and their prices 
were high. Secondly, farm incomes 
were low and consequently the effec­
tive demand for manufactured consu­
mer goods was depressed. Thirdly, 
high prices of food diverted urban pur­
chasing power away from manufac­
tured articles. Fourthly, economy 
measures introduced by Government 
designed to limit monetary expan­
sion at a time when food was scarce, 
created areas of depressed demand 
for certain categories of manufac­
tures, for example, railway wagons 
and machine tools.

Partly as a result of low domestic 
production, our exports also have not 
fared well during 1986-87. Prelimi­
nary data indicate that the foreign ex­
change value of exports shipments 
during April-December 1966 was about 
9 per cent below that in the same 
period of 1965. Apart from domestic 
supply shortages, the export position 
during these months reflects the dis­
location in trade that followed in the 
wake of the change in the exchange 
rate. Demand conditions in some of 
our major markets abroad have also 
been slack. These and other develop­
ments in world markets have tended 
to depress the value of our traditional 
exports, for example, tea, jute manu­
factures and cotton fabrics. On the 
other hand, these losses were offset to 
Bome extent by gains secured by such 
items as leather goods, footwear, iron 
ore, steel products and cashew 
kernals.

A deterioration in exports combined 
with rising debt service payments 
caused a depletion of our internatio­
nal reserves. Between April 1966 
and December 1966, our foreign ex­
change reserve fell by the equivalent 
of about 18 million dollars despite a 
net drawing of 137.5 million dollars 
from the International Monetary 
Fund. It is also noteworthy that this 
Iocs ww incurred during a period 
tften imports were significantly lower

than during the same period ot 1965. 
The reduced import bill refleeted the 
stringency of quantitative restrictions /  
on most non-food items in 1985-66. 
Although total imports were rather 
low, food imports increased substan­
tially during the current fiscal year 
owing to the necessity of supple­
menting domestic supply. Imports 
of fertilizers were also substantially 
larger than in earlier years. The 
liberalisation of licensing policy has 
not yet had an impact on the actual 
flow of imports, although there are 
indications of sizeable orders having 
been placed against the larger volume 
of import licences issued this year. 
Since December 1966 there has been 
some improvement in foreign exchnge 
reserves. A part of this improvement, 
however, is on account of temporary 
and reversible factors like an inflow 
of banking funds.

Honourable Members will recall 
that in the last year of the Third 
Plan there was a partial patfse in for­
eign aid. This interruption, together 
with general conditions in the coun­
try, has led to somewhat smaller dis­
bursements of foreign assistance 
during the current year than was 
envisaged earlier. In all, Consor­
tium countries pledged 900 million 
dollars for non-project aid during
1966-67. Against this pledge, firm 
commitments have been signed for 
760 million dollars. The remainder 
is expected to be committed soon. 
Honourable Members would appre­
ciate, that in a continuing programme, 
a firm pledge of assistance enables us 
to license imports even in advance of 
actual commitment of funds so that, 
for all practical purposes, the Con­
sortium pledge of 900 million dollars 
has been available to us for some time 
for backing our import programme. 
In addition, members of the Consor­
tium signed several loan agreements 
relating to particular projects m the 
field of steel, power, railway, etc. Aid 
agreements were also signed with other 
frinendly Governments—the Soviet 
Union, Yugoslavia, Hungary and Sws- 
den. For this and we are to
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our friends abroad. I must also 
acknowledge gratefully the generous 
assistance received from a number of 
countries and international organisa­
tions for scarcity relief which has 
helped greatly in the difficult food 
situation.

The agricultural situation has not 
only led to a slow down in industry, 
an impairment of export capacity and 
a heavy bill for food imports but it 
has also aggravated the inflationary 
problem. Food prices rose at a more 
rapid rate during 1966-67 than in the 
previous year. The demand for com­
pensatory allowances by fixed-income 
groups to protect their standard of 
living gained ground and put con­
siderable pressure on Government 
finances. The index number of 
wholesale prices went up by about 17 
per cent between March 26, 1966 and 
February 18, 1967.

Monetary expansion slowed down 
during the current year. In the cur­
rent busy season, however, bank 
credit to the private sector has ex­
panded more rapidly than in the
1965-66 busy season whereas deposit 
accrual to the banks has been on a 
smaller scale. The busy season has 
yet to run its course and in the pre­
vailing price situation, it would be 
clearly necessary to keep a close 
watch on monetary developmets.

The pace of the price increase is 
the most disturbing fact which Gov­
ernment will have to keep in focus 
in formulating its financial and eco­
nomic policies. What we have wit­
nessed essentially is a spiral of rising 
prices where shortages and budgetary 
deficits have led to higher prices and 
higher wages and dearness allowan­
ces. This in turn has accentuated 
budgetary difficulties and has led to 
a further rise in prices. This proces 
has to be halted by concerted action 
on many fronts. But Honourable 
Members, I am sure, would agree that 
our first task in these circumstances 
is to restore financial and general 
economic stability the need for which

would be all the more clear from the 
brief review that i propose to make 
now of budgetary developments dur­
ing the current year.

Revised Est'mates 1966-67

As in the case of general economic 
situation, the budgetary outlook dur­
ing the current year has also been 
dominated by the set-back in agricul­
ture. On the expenditure side, con­
siderable scarcity relief assistance 
had to be provided to the States to 
enable them to generate gainful emp­
loyment and to extend other assista­
nce to the population in distress. 
Large imports of foodgrains had also 
to be subsidised in order not to ac­
centuate the price-rifle. Even so, 
higher prices added to the burden of 
dearness allowance and necessitated 
increases in other Government out­
lay. Increased outlays on agricul­
tural schemes were also undertaken 
in order to step up food production 
on an urgent basis.

On the receipts side, the generally 
sluggish conditions in the economy 
have been reflected in lower tax reve­
nue. The decline in non-food imports 
has meant lower collections under 
import duties. The Railways too 
have suffered from the recession in 
demand and the higher wage bill con­
sequent on enhanced prices of food 
articles; they have for the first time 
in decades failed to earn the normal 
dividend.

\

The Centre has also had to incur 
substantially larger liabilities on be­
half of the States than was envisaged 
at the biginning of the year. The net 
result is that despite economy mea­
sures undertaken by Government, the 
current year is expected to end with 
a much larger deficit than was envi­
saged initially.

Customs revenue will be Rs. 86 
crores more than the Budget estimate. 
This is after taking credit for sizeable
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receipts under export duties levied 
after devaluation. Import duties pro­
per show a shortfall of about Rs. 79
crores. Income-tax revenue shows
a fall of Rs. 40 Crores whereas excise 
duties are expected to yield Rs. 10 
crores more. The States’ share of 
Central taxes and duties will also be 
Rs. 12 crores more, mainly due to
payment of arrears. The net tax
receipts retained at the Centre will 
thus be slightly less than the Budget 
estimate, despite the large receipts of 
Rs. 117 crores under export duties.

The net budgetary receipts corres­
ponding to loan assistance obtained 
from foreign countries and inter­
national organisations will be Rs. 135 
crores more. This, however, is due 
to the accounting difference made by 
the change in the exchange rate. In 
foreign exchange terms, disburse­
ments of gross assistance have fallen 
short of earlier expectations. The 
rupees accruing from PL 480 imports 
from the United States of America 
will be nearly Rs. 93 crores more. 
Assistance of the value of Rs. 85 
crores in the form of food-gifts from 
Canada, Australia, Soviet Russia and 
a number of other countries has also 
accrued to the Budget.

On the disbursement side, the pur­
chase and sale of foodgrains and 
fertilisers account for a deterioration 
of Rs. 235 crores. The bulk of this 
—approximately Rs. 180 crores—is 
on account of the subsidy borne by 
Government on imported foodgrains 
and fertilisers.

During the year, provision had also 
to be made for a substantial increase 
in assistance to State Governments. 
Rs. 108 crores more were provided 
to enable them to undertake larger 
Plan outlays. Of this, Rs. 60 crores 
were for minor and major irrigation 
and rural electrification schemes in 
order to step up agricultural pro­
grammes, particularly of a quick 
yielding type. Additional scarcity

relief assistance sanctioned to the 
States amounted to Rs. 40 crores. 
Special loans amounting to Rs. 113 
crores had also to be provided to en­
able some of the States to clear their 
unauthorised overdrafts with the 
Reserve Bank, thus adding up to a 
total of Rs. 261 crores by way of in­
creased assistance to the States.

The Central Plan including the 
outlay in the Union Territories finan­
ced out of the Budget is expected to 
be Rs. 117 crores more than provided 
fur in the Budget Estimates. This 
increase is accounted for by the need 
to provide more funds to public sec­
tor undertakings and larger assistance 
towards debenture programmes of 
land mortgage banks, agricultural 
credit stabilisation funds, consumer 
cooperatives and family planning and 
additional outlays in respect of sche­
mes of agricultural importance. An 
additional provision of Rs. 13 crores 
for the financial institutions has also 
been included here. Honourable 
Members would appreciate that larger 
provision became necessary after 
devaluation in the case of many Plan 
projects and programmes.

On the non-Plan side, an increase 
of Rs. 29 crores occurs under defence, 
including border roads, due mainly 
to devaluation and dearness allowance 
increases. Similarly, interest char­
ges show an increase of Rs. 48 crores. 
There are a number of other indivi­
dual variations which taken together 
counterbalance one another and I 
shall not mention them.

The increase in expenditure might 
have been even more but for the 
economy measures taken during the 
year. The Budget grants were re­
viewed in the course of the year and 
sizeable reductions were made in 
revenue and other expenditure. The 
savings located were of the order of 
Rs. 91 crores, which made it possible 
to absorb unavoidable additional re­
quirement.
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In the aggregate, the Revised 
Estimate show a deficit at the Centre 
of as much as Rs. 350 crores for the 
current year, as against Rs. 32 crores 
estimated at the Budget stage. The 
large budgetary deficit has been a 
matter of concern to Government as 
it must be to the House. I would, 
however, like to draw the attention 
of Honourable Members to the fact 
that but for the additional assistance 
to some of the States to clear their 
overdrafts and the subsidised sale of 
foodgrains and fertilizers, the deficit 
at the Centre would not have been 
materially different from what was 
originally anticipated.

The assistance of Rs. 113 crores to 
some of the States because of their 
overdrafts from the Reserve Bank 
has merely had to the effect of in­
creasing the deficit at the Centre. 
The financial position of the State 
Governments will not be clear till 
their budgets for next year are pre­
sented. And I would like to remind 
Honourable Members that if there are 
some States which have contributed 
to the deficit at the Centre, there are 
others whose financial position has 
been sound. Indeed, it is likely that 
by taking on a substantially larger 
responsibility for assisting the States, 
the Centre has, during the year, im­
proved the financial position of the 
State Governments taken together.

But Honourable Members, I am 
sure, would agree that a situation in 
which any State Government can run 
unauthorised overdrafts from the 
Reserve Bank without limit cannot be 
allowed to continue. Apart from 
adding to the deficit at the Centre, 
such a situation is not equitable bet­
ween one State and another. In view 
of the seriousness of this problem, the 
Reserve Bank, in consultation with the 
Central Government, informed the 
States in December last that in case 
an unauthorised overdraft persisted in 
future, the Bank would issue a notice 
to the State calling upon it to take 
adequate steps to eliminate such 
overdraft within a period of three

weeks failing which it would be open 
to the Bank to stop payments on ac­
count of the Stale. Simultaneously, 
the facilities for temporary accommo­
dation were also suitably enlarged to 
give the State Governments greater 
flexibility* in their ways and means 
position. It is my earnest hope that 
with these arrangements, we would 
begin a new phase in which deficit 
financing by the State Governments 
would be a thing of the past. At the 
same time, Honourable Members, I 
am sure, would agree that the Centre 
also will have to set a better example 
of financial discipline if it is to enlist 
the cooperation of the States in ensur­
ing the maintenance of sound fiscal 
and budgetary policies. At this stage, 
I can only assure the House that we 
are determined to pursue sound finan­
cial policies ourselves and to ensure 
the same in the States with the co­
operation of all concerned, including 
the cooperation of the Honourable 
Mesmbers assembled here.

Budget Estimates 1967-68
I shall now turn to the outlook for 

the next year. A number of different 
and even conflicling considerations 
have to be taken into account in fram­
ing the Budget for 1967-68. Plan out­
lays were restricted in the first year 
of the Fourth Plan and there is obvi­
ously need to resume the momentum 
of development as soon as possible. In 
any event, agricultural programmes, 
including minor irrigation, major irri­
gation works nearing completion, pro­
vision of credit and the like must be 
carried forward vigorously if the 
momentum already gained in the im­
plementation of the new agricultural 
strategy is not to be lost. The same 
is true of the family planning pro­
gramme as of industrial programmes, 
including production of fertilizers and 
pesticides which are so essential for 
underpinning our efforts for increasing 
the productivity of our land. Deve­
lopments in other sectors also cannot 
be held back for long without jeopar­
dising the progress towards self-reli­
ance.
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In one sense, the present situation 

m which there are signs of a recession 
in demand and of excess capacity in 
many areas, notably capital goods in­
dustries and transport is propitious
for a step>up in developmental out­
lays. Liberalisation of imports gnd 
greater availability of non-project
assistance should facilitate our task
On the other hand, the prevailing price
situation and the very difficult sup­
ply position created by the second
drought in succession make it obvious* 
ly undesirable to step-up investment
to the point when prices of essential
goods come under further pressure.

Next year’s Budget has necessarily 
to be framed in the background of the 
complex picture which I have just
outlined. In order that both Govern­
ment and Parliament may have ade­
quate time to assess the situation fully,
we have decided for the present to 
come to the Honourable House with 
a Budget m which expenditures have
been restricted to resources in sight
at present. At the sme time, I must 
repeat, that this is only an interim 
Budget presented primarily for obtain­
ing Parliamentary Appropriations for
expenditure during the first four
months of the next year in terms of
Constitutional requirements. As I 
mentioned at the outset, Government
expect to review the position shortly
and bring forward such proposals fox 
incurring additional expenditure and 
raising resources for the purpose as 
may be necessary and feasible m the 
present circumstances At this stage,
therefore, I shall merely indicate the 
basis on which the present Budget ha-, 
been framed.

Next year’s Revenue receipts at 
existing rates of taxation are estimated 
at Rs 3071 crores being Rs 214 crores
more than the current year’s Revised
Estimates. The major increase occurs
under excise duties, namely, Rs. 86 
crores due mainly to the expected off
take from the new oil refineries. Cus­
toms revenue is also expected to be

Rs. 58 crores more mainly because of
anticipated larger imports next year.
Income tax is not likely to show an 
improvement of more than Rs. 15 crores
because of the inadequate growth of
industrial production this year, parti­
cularly m the agro-based industries.
The rest of the increase occurs mainly
under interest receipts, Rs. 37 crores.
Of the total revenue receipts, Rs. 370 
crores will be transferred to the States 
as their share of Central taxes and 
duties

Credit has been taken for a market
loan of Rs 350 crores next year. Con­
sidering that the maturities next year
are of the order of Rs 255 crores, this 
will mean a net borrowing of Rs 95 
crores as against Rs 81 crores this 
year Some improvement has been 
assumed in view of the fact that the 
Reserve Bank has so far this year been
a net seller of Government securities
which is an encouraging feature.

Foreign loans other than PL-480 
are placed at Rs 835 crores or 1115 
million dollars gross which is signifi­
cantly higher as compared to the cur­
rent year’s Revised estimates of 800 
million dollars The bulk of the non­
project assistance of 900 million dollars
pledged this year is expected to flow 
in next year. Further non-project
assistance and drawals therefrom 
should also be possible The repay­
ment liabilities next year are about
Rs 195 crores, thus giving a net of
Rs 640 crores.

The rupee accruals in respect of PL
480 imports which are invested in the 
special securities of Government are
expected to amount to about Rs 285 
crores Assistance of 50 million dol­
lars on account of the wheat gifted by
Canada has also been taken into ac­
count.

Next year’s expenditure estimates 
include Rs. 969 crores for Defence as 
against Rs 942 crores in the Revised,
thus showing a rise of Rs. 27 crores
which is mostly accounted for by pro­
vision for normal increments nwj in­
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creased cost of stores and purchases. 
Border Roadg account for a provision
of Rc. 42 crores which is Rs. 4 crores 
more than in the Revised.

The purchase and sale of foodgrains 
and fertilizers account fo r  a net ex­
penditure of Rs. 159 crores because of
the subsidised sale of imported food- 
grain  ̂ and fertilizers. Rs. 13 crores 
are also payable to the manufacturers 
of fertilizers as a subsidy on the im­
ported raw materials used by them. 
On the basis of the economic cost to
Government and the existing issue 
prices, the total food and fertilizer
subsidies to be bome by Government 
next year amount to about Rs. 195 
cron*.

A provision of Rs. 109 crores has 
also been made in the next Budget for
loans to States to enable them to pur­
chase and distribute fertilizers, seeds 
and pesticides as against Rs. 80 crores 
in the current year. Other provisions 
include Rs. IS crores for the Food Cor­
poration as against Rs. 12 crores this 
year and Ra. 37 crores tor scarcity 
relief assistance to States as against 
P.5- 70 crorag this year, both loam «ad
grants.

Non-Plan grants to States and Union 
Territories mat year will be Rs. 241 
crons of which Rs. 141 crores are 
granted under the Finance Commis­
sion's award and Rs. 16 crores in lieu 
of tax on Railway passenger fares. 
Non-Plan expenditure of the Centre 
under developmental heads next year 
is estimated at Rs. 183 crores as against 
Rs. 164 crores this year. The increase 
of Rs. 19 crores occurs mainly under 
Education, Scientific Research and 
Public Works. The total interest 
charges next year are estimated at 
Rs. 510 crores which is Rs. 47 crores 
more than the Revised. The adminis­
trative expenditure is placed at Rs. 164 
crores as against Rs. 164 crores Ibis 
year.

Ttoe need for economy has been 
taken into account in making the 
budgetary provisions for next year on 
2702 (Ai) LSD-4.

the expenditure sfdc. Provisions for
payment of interest charges, transfers 
to Slates and Union Territories under 
the Finance Commission’s awards or 
similar arrangements or scarcity relief, 
assistance to neighbouring countries 
and obligatory payments like pensions, 
etc. hardly offer any scope for reduc­
tions. The increase in Defence expen­
diture next year has been restricted 
to the minimum considered necessary. 
The increase in administrative expen­
diture has been held at Rs. 10 crores 
of which Rs. 3 crores relate to Police 
and Rs. 2 crores to tax collection char­
ges. I would, however, like to assure 
the House that the objective of the 
utmost economy in expenditure consis­
tent with efficiency will continue to be
pursued as a matter of the highest 
priority.

The resources for the Plan next 
year on the basis of the estimates just 
mentioned and a number of miscella­
neous items not mentioned here are 
placed at Rs. 1711 crores including Rs. 
189 crores tr> be found by public sec­
tor undertakings from their own re­
sources. Of these, Rs. 535 crores have 
beeri allocated to the States for their 
Flan schethw and the balance has 
btfen rdtiafnid for tfte outlay on the 
Central Plan including the Plan of the 
t'nion Territories.

Thr provision for Central assistance 
to States includes Rs. 172 crores for
agricultural programmes and Rs. 145 
crores for irrigation and rural e’ectri- 
fication schemes. In addition, a provi­
sion of Rs. 8 crores has been made for
similar programmes in the Union 
Territories Plan. The Central Plan 
also includes Rs. 51 crores for agricul­
tural programmes and Rs. 25 crores 
for the Agricultural Refinance Cor­
poration, the land mortage banks de­
benture programmes and the Agro-
Tnch is tries Corporations. Another Rs. 4 
crores have ben provided for transfer 
to States for building up agricultural 
credit stabilisation funds Thus*, the 
Central Budget for the next year in­
d u es Rs. 405 crores for programmes 
of njMcuttural importance In add1-
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lion, u  already mentioned, Ba. 105 
crcres have been provided lor giving 
fertilizer credits to States. The Cen­
tral Plan also includes a provision of 
Bs. 28 crorea for family planning. 
Honourable Member* would like to 
note that in keeping with the priority 
We attach to agriculture and family 
planning, the requirements of both 
then as estimated at present have 
been provided for even at this stage 
when a final view on next year’s Plan 
is not possible. For other sectors, the 
tentative Plan provisions now being 
made are indicated in the Budget 
documents.

Sir, X am well aware that the provi­
sions which have now been included 
m the Budget for the requirements of
the various Public Sector projects, the 
States and private industry through 
financial institutions are modest At 
this stage, I can only say that the bud­
geted provisions will be reviewed to
m»ke sure that essential programmes 
do not suffer and quick results axe 
obtained from investments already 
made or in progress. The major cir­
cumscribing factor is the availability 
of resources and it shall be our ende­
avour to explore all possible avenues 
of mobilising additional resources.

Our aspirations and hopes for eco­
nomic well-being and a higher stand­
ard of living for millions of our people 
lie in accelerating the tempo of deve­
lopment. But this has to be done 
without generating further inflationary 
pressures, and on the basis of a realis­
tic assessment of the resources that can 
be mobilized in a non-inflationary 
manner. Government's energies will 
be directed towards attaining this ob­
jective in tile shortest possible time, 
and I propose to present a fuller pic­
ture of Government's budgetary as 
wel as general economic policies at 
the time of the presentation of the 
final Budget in the next Session of

the Parliament X hope and trust that 
in the course of the debate on the pre­
sent Budget Honourable Members 
would have many constructive sugges­
tions to make about the future course 
of our policy. We, on our part shall 
gire every consideration to the criti­
cisms and suggestions offered so that 
we can carve out * surer path out o< 
our present difficulties. With this 
hope and assurance, I commend this 
interim Budget to the House.
11.05 bn.

FINANCE BILL*, 1967
The Deputy Prime Minister and 

Minister of Finance (Shri Morarji 
Deeai): I beg to move for leave to
introduce a Bill to continue for the 
financial year 1967-68 the existing 
rates of income-tax with certain mod
fications and the existing rates of an­
nuity deposits and to provide for the 
continuance of certain commitments 
under the General Agreement on
Tariffs and Trade and the disconti­
nuance of the duty on salt for the said 
year.

Mr. speaker: The question is:
"The leave be granted to intro­

duce a bill to conttaue for the finan­
cial year 1987-68 the existing rates 
of income-tax with certain modifi­
cations and the existing rates of an­
nuity deposits and to provide for 
the continuance of certain commit­
ments under the General Agree­
ment on Tariffs and Trade and the 
discontinuance of the duty on salt 
for the said year”.

The motion vxu adopted.

Shri Morarji Deeal: I introduce! the 
Bill.
18.68 hi*.

The Lok Sabha then adjourned till
Eleven of the clock on Tuesday, 
March 21, 1967/Phalffuna 80, 1B88 
(5aka).

•PabHthed in Gazette o f India Extieotdiittryf Part I I j section 2, dated 30-3-67.
tIntroduced with the lecommendatien o f this Presidtnt

GMaiPND-La H—370* (A!) LS— 8^47-470.


