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nection should be there.  Ibis is the 
broad policy. Survey is going on. 1 
do hope that after it is completed and 
we get all the details completed, Gov
ernment will try to examine the pro
ject and consider sympathetically.

M.M bn.

GENERAL BUDGET—GENERAL DIS
CUSSION

Mr. Chairman: The House will now 
take up  general  discussion  of the 
General Budget for which time allot
ted is 20 hours.

Shri M. R Masaai (Rajkot): Mr. 
Chairman, when I spoke in this House 
on the President's Address last ses
sion. I had made a plea for a new 
temper and tone by which we could 
carry on a democratic dialogue in this 
House without doubting the motives 
and attacking the characters of one 
another. I had said that we and the 
gentlemen opposite have certain com
mon ends,  but that what  we dis
approve of are the methods by', which 
they think they can get to those ends. 
Mow, I would like in what I say today 
to try and apply the spirit of the plea 
I had made to hon. Members on  all 
sides at that time.

To-start with, I would agree with 
the diagnosis of the main ills or evils 
from which the country suffers that 
was made by the Finance Minister in 
Part A of  his  speech.  He quite 
rightly drew attention to Ifhe food 
shortage, the rise in prices, industrial 
stagnation and the adverse trend 1° 
exports as being four of the  major 
areas we have to deal with. I  also 
welcome the general  approach  he 
made to the  problems  facing the 
country. He was candid enough  to 
say that there was no perfect answer 
to these problems. That is very true 
particularly when we have been taken 
into the mys in which we find our* 
selves today. But he did indicate cer
tain correct principles. One was that

governmental expenditure  should be 
restrained and reduced; another was 
that industry should  be exposed ta 
■ competitive environment; a third- 
was that there should be a hospitable 
environment for private "foreign capi
tal. He was good enough to express 
publicly doubts about the wisdom ot
• the Second and Third Five Year Plans 
and to admit that mistakes had been 
made. He 'also said that the relative 
roles of the State and the free sectors 
of the economy should be dependent 
on their relative abilities and perfor
mance.  He said that controls were 
only a means to an end. All  these 
are very sound principles.  Many of 
us have expressed them in this House 
over the past few years.

But I have to confess that when 
Part B of his speech came, there was 
absolutely  no  action  to  match 
these  precepts.  There  was  only 
the customary tinkering with the rate» 
of taxation. The Finance Minister for. 
got the very good advice somebody had 
given that taxes should not be raised 
or lowered from season to season like 
the hemlines of women’s skirts. This 
Budget, like those before, has  done 
nothing, only a little Tugher here,  a 
little lower there. What is more im
portant is that there is nothing in this 
budget to cure the stagnation from 
which this country ts today suffering 
and to stop the economy from running 
down further.  There is no incentive 
to a revival of the economy.  Un
doubtedly,  minor  concessions have 
been given to the direct tax payer, but 
al of them put together aggregate to 
only Rs. S crores.

16.0ft hrs

[Mr. Deputy-Spxakx* in th« CTiairl

If the Finance Minister thinks tbai thl* 
kind of tinkering  will the massive’ 
problem of a capital market that is 
dead is going to stimulate the eoor- 
nomy, I am afraid he is in for a dis
appointment. in other words, th* 
Budget doe* not touch the fringe of 
the problem.
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It -has been described as  a status 
quo budget. That is true. But what is 
the status quo? The status -quo today 
ia rank stagnation, depression, a re
cession on the way, and shortage of 
food and other commodities for the 
mass of our people. This was no time 
for a status quo budget.  What was 
needed was a dynamic budget, if you 
like, a revolutionary budget.

Now, the Finance Minister says, he 
has done something. He hag' balanced 
the budget. But he has balanced it, II 
I may say so, by passing the buck. He 
has passed the buck in two directions. 
One was the  unfortunate Railway 
Minister who, though faced with a defi
cit in the railways, had to agree  to 
Rs. 7 crores being squeezed out of the 
railway budget tor the general budget.

The Deputy  Prime Minister  and 
Minister of Finance  (Shri Morarji 
Oesai): Did he say that I forced the 
Railway Minister to do it?

Shri M. Ra Masani: What happened 
in the Cabinet is beyond my know
ledge.  But  judging ' the relative 
seniority of the tw0 hon. Ministers, I 
would not put • little gentle twisting 
of the arm of the unfortunate Railway 
Minister beyond my hon. friend.

The other direction in which  the 
hon. Minister has passed the buck are 
the unfortunate States. Last year the 
Centre gave the States !Rs. 921 crores 
by way a{ loans and advances. This 
year the interim budget provided for 
Rs. 740 crores only. Now the Finance 
Minister has  generously added an
other Rs. 98 crores, making Rs. 838 
crores. Since Rs. 38 crores out of this 
are for famine relief, which are alto
gether of a different category, the net 
assistance to all the States put together 
comes to only Rs. 800 crores, as against 
Rs. 921 crores last year.  Thus the 
States are left with Rs. 121 crores less 
than last year. That is one of the 
methods by which the Finance Minis
ter his been able to claim that he has 
balanced the budget.

Wow, on this basis he has claimed 
that the tort** «at not  Inftatio-

nary.  1 am sorry I smut  question 
that claim. Undoubtedly by balancing 
the budget  and eschewing  deficit 
finance, he has tried to fulfil the laud
able purpose of stopping further in
flation. But bji his indirect taxation 
by the numerous excise duties he has 
raised, he has effected inflation in a 
positive manner.

The Economic Adviser of the Gov
ernment made a  statement ‘he day 
after the budget was introduced that 
the new duties would affect, in the way 
of inflation, only five to six per cent 
of the general index of prices.  Only 
five to six per cent. At a time when 
the whole economy is saturated with 
inflation, flve to six per cent can be 
a lethal does. The sympathic or chain 
reaction which  can set  in  among 
prices that are not  directly affected 
by the excise duties can be very far- 
reaching an<j very violent.

What is the background? Why( do 
I say that the whole economy is char
ged with inflation?  Thanks to the 
policy of those who sit in office, prices 
rose in the past four years by 14 per 
cent every year, and in 1966-67 they 
rose by 16 per cent. According to Prof. 
Shenoy, one of our best economists, 
during 1966-67, Government was print
ing currency notes at the rate of Rs. 
1.3 crores per day  during the last 
twelve months, and in March, 1967, 
the last month of the year in question, 
currency notes were being printed at 
the rate of Rs. 3 crores per day.

It is against this background of mas
sive inflation, criminal inflation, if I 
may say so. that this mere five to six 
per cent rise in the price index has 
to be considered. It can be poison to 
the body politic and to the body econo
mic and can spread like cancer over 
the entire economy. There are many 
ways in which these excise duties are 
inflationary.

Tea, coffee and cigarettes'will add 
directly to the cost of the white-collar 
worker, the lower middle classes who 
are ctound down W prices and taxes.
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and the upper ranks  of the skilled 
workers.  Aluminium is  the poor 
man’s metal.  The cost of electrical 
equipment which all of us have to use, 
public and private,  and a hundred 
other commodities will rise because 
of the rise in the excise duty on alu
minium.  Even utensils will cost Rs. 
1.74 more per kilo.

The Finance Minister said that the 
poor too should be taxed; it is a ques
tion of their self-respect, he told the 
Bombay Union of Journalists on 8th 
April. The whole concept of a Welfare 
State is that  those who are under
privileged should be helped, the whole 
idea of a Welfare State is to put money 
into the pockets  of people who by 
tHeir own efforts may not be able to 
get the minimum needs of life. Today 
in this country we may be too poor, 
thanks to the misguided policies of the 
Treasury Benches during the last 20 
years, to be able to have a Welfare 
State such as we would like, bu‘ cer
tainly to say that those who have not 
should be taxed, otherwise they would 
lack self-respect, is a very cruel joke. 
In the United States  today. Prof. 
Milton Friendman  and his  Liberal 
School  of  Economists  advoocate 
“negative taxation”. They say that 
anyone  who  has  less  than  the 
lowest  limit should be given some
thing  to supplement  it  to  bring 
him  up  to  the  exemption level. 
In other words, in India, jf we were 
to have the capacity to do it. if we 
had the wisdom to follow the economic 
policies of the United States and in 
course of time reach  something like 
their affluence, we should say that any 
one who is earning less than Rs. 4.000 
a year should be given by the State 
the difference between his income and 
Rs. 4,000 a year to make him partake 
ot the opportunities  of life. When 
the rest of the world is talking about 
the Welfare State and negative taxa
tion. to clainr that a man who is des
titute, who cannot oav tax, should be 
made to pay it. otherwise he would 
be lacking in self-reipect is, I think 
« very harsh and cruel Joke.

The worst of the excise duties is 
the one on petroleum and high power 
diesel alongside of the ri*e in railway 
freights.  The  effect on the cost of 
domestic gas will be Rs. 1.42 more per 
cylinder of 14- 5 kilos. But the bigger 
effect is on transportation. Everything 
that is moved will cost more.  This 
particular  duty  is  pernicious 
because already petrol and diesel are 
being  taxed  manjt  times  more 
than they should ever have been. Bus, 
fares, taxi fares, scooter fares, will all 
go up. It has been rightly described 
as a “stay-where-you-are budget” in 
every sense of the term. Mot only is 
the country stagnant and must stay 
where it  is.  Unfortunately  today, 
everyone must stay where he is. Even 
if you walk, your shoes will cost you 
more  by  being worn out faster.
If  you  try  to  transport any 
commodity,  that will  cost you
more. Therefore,  this  pernicious
duty  on petrol and  high power
diese]  oil is going to add to the cost
of every commodity which our people 
use.  That is why I say that this is 
not a budget free from inflation.  It 
is an inflationary budget because of 
both the direct  effect of taxes and 
excise duties and the indirect effect on 
the rest of the economy.  Prices are 
going to rise as a result of this budget 
in the coming months.

It this budget is not going to revive 
the economy and is going ‘o continue 
the price rise, then it is a prett bad 
budget; it is a useless budget and it 
has no solution to the problems that  , 
the budget should have faced.

At this point there are many kind 
gentlemen in the country  who say: 
What  could  the  poor  Finance 
Minister  have  done?  Look at the 
background, at the legacy with which 
he was faced.  Look at the kind of 
people by whom he is surrounded on 
the Treasury Benches!  What more 
could you expect from this poor mfca?

The honourable  Finance  Minister 
will be plad to know ot the sympathy 
that Is being exuded tor him from 
certain misguided quarters.
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Shri Morarji Desai: I am gl?d you 
are one of them. 

Shri M. R. Masani: I am not one 
of them; we are agreed on that. I 
have too much respect for the hon. 
gentleman, to feel pity for him. I have 
a feeling of sorrow and disappoint
ment and I am trying to control anger.
But I will not insult h'im with pity. 

I say that there was an 
alternative for the Finance Minister. I 
am not talking of his bringing in a 
Swatantra budget. That of course is 
beyond him. If that budget could be 
brought,. we can revolutionise the eco
nomy o� this country within a year or 
two and we can bring in a new at
mosphere and a new psychological 
mood. Our policy would be the exact 
opposite of the policy that the Trea
sury Benches are following. I am not 
expecting him to do anything of that 
kin.ct. The policy or philosophy 0f all 
previous budgets has been: maximum 
revenues through maximum rates of 
taxation. Our philosophy is exactly, 
the oppasite: maximum revenues 
through m1111mum rates of 
taxation. Ours is the Policy of Presi
dent Kennedy which he indicated 'in 
his own country when he was Presi
dent. I am not even expecting the pre
sent �inance Minister to do anything 
of that kind. .But I do expect him, 
within the framework of his own Gov
ernment and his own policy, to do the 
-right thing by the country. That he 
has failed to do. 

I am going to put to him an alter
native budget, an alternative budget 
which he could have brought and 
carried through and which would have 
produced many good effects for this 
country. I am not just criticising h'is 
budget; I am saying what he could 
have done because we are often told: 
why don't you pro.vide an alternative? 
Th'is is not the Swatantra Party alter
native. This is an alternative suggest
ed to the Finance Minister of the 
Congress Government; it ls a very 
modest alternative as a result. 

The Finance MinistQr should have 
started with economy in expendifure. 
It is shocking tha·t of a total expendi-

ture of Rs. 5150 crores he could not 
make any cut. Rs. 6 crores on defence 
is all that I remember in the way of 
reduction in expenditure that he has 
ventured to make. From 5,000 crores 
he has no capacity to make any cut 
anywhere. I say that without hurting 
anyone very much, he could easily 
have effected economies of at least Rs. 
150 crores, which would be less than 
three per cent of the total. If any
one tells me; I spend a thousand 
rupees and I cannot cut Rs. 30-, I know 
that he is lying. Everyone of us can 
cut Rs. 3 out of Rs. 100 that he spends, 
if we really want to. He could have 
cut 150 crores painlessly and without 
tears. 

How? He has given Rs. 10 crores 
more for civilian non-developmental 
exptnditure which is mostly wasteful. 
Our bureaucracy has been proliferat-
ing and more and more 
drones are living on it; 
they are under-employed. Ins-
tead of cutting down that civil expen
diture, he has given Rs. 10 crores 
more this year to waste. I suggest 
he could have made a modest cut of 
Rs. 10 crores on last year's civil ad
ministration expenditure. That would 
have made a saving of Rs. 20, crores 
between his present budget and my 
alternative budget. 

It has been suggested that there is 
a taboo on suggesting a cut in defence 
spending. I propose to break that ta
boo today. A retired Wing Comman
der of the Air Force wrote in a ma
gazine last week or the week before 
that "any�ody who talks about a cut 
in defence is considered not defence
minded; and the entire defence finance 
is completely muffled by officialdom; 
it is hardly ever scrutinised by experts 
outside the circle of the brass." 

The Prime Minister fall a victim to 

this fallacy on the first of •his month 
when she is reported •o h::ive made 
the following remark: "So long as 
there is danger on the borders, there 
can be no cut in defence expenditure." 
I suggest this is a non-sequiture. 

Danger on the borders and defence 
expenditure have very little to do 
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with each other  except  indirectly. 
Economy  in defence expenditure is 
consistent not only with maintaining 
the effectiveness of our defences but 
even increasing it. On the one hand, 
you can cut the waste and on the other 
band you can make your Armed Forces 
more effective instruments of defence:

Now, one could claim that the pre
sent foreign policy should be changed 
in the direction that some of us want 
to change it, and hundreds of crores 
could be saved for this country.

Here again, I am not suggesting that 
you change your foreign policy. Let 
them stick to the present policy of 
non-alignment, but even within this 
foreign policy, of which we do not ap
prove, it is possible by the application 
of modern techniques in tha fields of 
inventory control and equipment main
tenance to save crores of rupees and 
yet not do the slightest harm to an 
effective fighting force.

In the Air Force for example, the 
ratio of spares to capital cost of planes 
is today  20 times what it is in Air 
India and other international airlines.
I allow for a higher ratio oa defence 
services because they have to deal with 
emergencies but not 20 times; may 
be flve times or six times, but not 20 
times. It ig a colossal  waste.  The 
spares which  have such a ratio are 
going down the drain. Does i* mean 
that if a control is kept on inventories, 
our fighting forces will not be able to 
deliver the goods? Similarly, there is 
tremendous watte in  many defence 
production projects. All these can be 
rationalised without in anyway affec
ting the fire-power of a single regi
ment of the army or a single squadron 
of the Air Force.

What is needed is a Me Namara opera
tion, what Me Namara has done for 
the Apuffaw defence system through 
coot effectiveness testing every dollar 
spent a to  it ha* delivered
the foods, cutting It out or giving K 
siawwlim aba wJ*»  flre-powar

capacity of the defence force* can be 
increased.  If  this  could  be 
done, a saving  of R>. SO 
crores  could  have  been  easily 
made  in  defence  without  doing 
the country the slightest harm and 
doing a great deal of good.

Thus, Rs. 20 crores on civil adminis
tration and Rs. SO crores on defence 
gives you a net saving of Rs. 70 Crores.

I wil] now turn to the third field 
of economy, where the economy could 
be the biggest, and there, I would say 
that on the so-called Plan expendi
ture of Rs. 1,826 crores, an economy 
of Rs. 80 crores could have easily been 
made. I am suggesting Rs. 80 crores 
because I am referring to only two 
projects which could have been easily 
dropped without touching the rest of 
the fourth Five Year Plan for this 
year. The two projects  I suggest 
could have been dropped are the Ce
ment Corporation with an estimated 
expenditure of Rs. 3,1/2 crores  and 
the Bokarao Steel Plant with an ex
penditure of Rs. 75 crores. Between 
them, they would have given us  a 
saving of  Rs.  80 crores  straight
away.

I was very glad to read the speech 
made by the hon. Speaker—I am sorry 
he is not in the Chair now—In Madras 
on May 14,  when he recommended 
that we should go slow on industrial 
projects and divert our attention to 
agriculture. As reported in the Times 
of India on May 15th, the hon. Speaker 
said:

‘Thousands of crores of rupees 
are being spent on industries. If 
one-tenth of the money invested 
in big steel plants had been diver
ted to  agriculture, the  country 
would not have today faced a food 
crisis.”

He should * know: he has been the 
Minister  of Steel  in  the Cong
ress  Government,  Only  two day* 
ago we  had  a  vindication  *1 
what lie said  wtm the vm-vm- 
elusions of tha Panda Report www.
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published, and we realised that in one 
.year Rs. IS crores have (one down the 
drain in the steel works at Durgapur.

But the worst ot all these white 
■elephants, worse than Durgapur, is 
Bokaro.  It can easily be postponed 
for several years without doing our 
economy the slightest harm.  It has 
-already become, even before It can go 
up, a by-word for wasteful expendi
ture and nepotism of the worst kind. 
So far, Rs. 70 to Rs. 80 crores have 
been spent and all that  has  been 
achieved >s a levelling ot the ground 
and the building of quarters.  Even 
before that is completed, an army of 
drones is living off the country. To 
manage 3000 employees, there are al
ready thirteen heads of departments 
drawing more than Rs. 2.000  apart 
from other emoluments.

I have got information—1 hope hon. 
Finance Minister will get it checked— 
that they have a big Personnel De
partment with a  Deputy  General 
Manager drawing Rs. 2000 to Rs. 2300, 
under him a Deputy Personnel Mana
ger drawing Rs. 1300 to Rs. 1600, one 
senior Personnel Officer, 3 Personnel 
Officers, 9 Assistant Personnel  Offi
cers and one Law Officer. There is a 
General Administration  Department 
with a Secretary drawing Rs. 1600 to 
Rs. 2000; under him  is a Pub'ic Re
lations Officer. There is an Engineer
ing Department with an Engineering 
Departmental Head, tinder him there 
are 3 Chief Engineers. Under them 
there are several Design  Engineers. 
The Accounts Department is the worst. 
There is a Financial Adviser draw
ing Rs. 3000 to Rs. 3900, a Deputy Fi
nancial Adviser drawing Rs.  1600 to 
Rs. 2000, a Deputy Controller draw
ing Rs. 1600 to Rs. 2000, 6 Assistant 
Controllers, 2 Senior Accounts Offi
cers, 9 Accounts Officers and 12 Assis
tant Accounts Offieers. All ot them are 
engaged from the 1st to the 8th of 
every month in paying wages to 3000 
employees. The whole accounts staff 
la required to pay wages to 8000 em
ployees.

Then tbetw 4s a Material  Owart- 
Vunt Head, a IMica! Department

Head, a Transport Manager and finally, 
like all private business houses, a Liai
son Officer in Delhi drawing Rs. 1800 
It is a colossal waste of scarce resour
ces, which can be easily  cut out to 
great advantage.

According to information with me, 
it sounds dependable, but I hesitate to 
mention this aspect of it, many of these 
officers 1 have mentioned are relations 
of ministers and senior Congress-men 
in Bengal and Bihar or are relations ot 
senior Government officials. 1 am 
going to pass on this letter to the hon. 
Finance Minuter for him to investi
gate.  I am too responsible to  read 
out which official is related to which 
Congress-man. This is a gt°ry ot not 
only colossal waste, but nepotism.

There are other smaller examples 
I can give to the Finance Minister. For 
lack of time, I will give only one more 
before I pass on from the topic of eco
nomy. I would draw attention to the 
colossal waste of public money that 
is now being contemplated and which 
he can even  now  prevent  if  he 
wants to. The Minister ot Industries 
is discussing with Czechoslovakia a 
project for the manufacture of 12000 
tractors per year at an investment by 
this county of Rs. 25 crores. Rs. 16 
lakhs have already been spent on a' 
project report supposed to have been 
prepared by the Czechoslovaks. It is 
not at all necessary for this factory 
to be set up in this country. There is 
a poduction ot 8,000 tractors last year 
by Indian companies.  I believe this 
was quite adequate. In fact, there Is 
a glut on the market and even these 
companies are building up  stocks. 
But assuming that there is a demand 
for a smaller tractor, as has been al
leged by the Agriculture Department, 
the Indian Industy today has an Ins
talled capacity to produce more trac
tors of any kind that are  required, 
big or small, with any horse power 
and any kind ot engine, all produced 
in tMs country. They claim that for 
one-ftfth of 25 crores i.# at a east 
of -Rs.. 5 crores, they can produce 12060 
move tractors °t any kind, any ilw 
with any horse power that is reouired.

■■■■■■■
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Can there be any justification, when we 
have the wherewithal to produce all 
our needs ol tractors, to be  talking 
with foreign country to set up a fac
tory at a cost of Rs. 25 crores to build 
tractors which we can produce at a 
cost of Rs, 5 crores? 1 do hope the 
hon. Minister will investigate  this 
matter and deal with it in his reply. 
Will he step in and stop this criminal 
waste of public money?  Unfortuna
tely, 88 per cent of this country’s in- 
vestible resources, including  foreign 
aid, are today being invested in such 
wasteful State sector enterprises. Let 
me estimate what this costs the coun
try. According to the National Coun
cil of Applied Economic Research, an 
organisation the Government  them
selves use, if you give a tax relief of 
Rs. 100 crores, those who get the re
lief, the lower middle class on  the 
marginal exemption level, would in
vest Rs. 25 crores out of this in pro
ductive enterprises. Hist means that 
if you give a relief in tax at the lower 
levels out of Rs. 100 crores that you 
give Rs. 25k£rores you can count on 
coming into an' investible  surplus. 
How much are Government be able 
to put aside for investment out of the 
money we give them? Hie correspon- 
, ding figures are that out of an invest
ment of Rs. 100 crores there is a re
venue surplus of Ra. 4 cores.  That 
means out of a Hi. 100 crores tax that 
we give them they can only produce 
a revenue of Rs. 4 crores. In other 
words, there is a net saving of Rs. 91 
crores per Ra. 100 crores or 21 percent 
of what is left in the pockets of tfcp 
public compared to tbe rupee that wa 
put Into the till of the hon. Finance 
Minister. This means, tar the coming 
year, since  there is an  additional 
revenue of Ra. 232 crores which the 
Finance Minister wants, we shall be 
diverting that much money at the coat 
of Hi. 49 crores. Ra. 49 crores of capi
ta' will be consumed in this process of 
Anrttm frqm more  productive to 
law pmducjfve chamela,

■ X h*v» <ug»wt*d *» the Finance Ml* 
nfcfer Where the economies'could have

been made. Let me tall him what he 
could have done or still can do with 
these savings. The saving of Ks. 150 
crores can be converted into tax re
lief of Rs. 150 crores—Sa. 80 crores 
on indirect taxes and Rs. 70 crores on 
diect taxes.

Reduction in indirect tax could have 
given tremendous relief to the poorer 
sections of our people. If the excise 
duty on vegetable oil products could 
have been cut  down  altogether a 
hundred per cent—, if kerosene duties 
could have been cut by half, if cotton 
fabric duties could be cut by  half, 
if the duty on matches could  have 
been cut by half, and if the duty on 
trucks for transportations of goods 
could have been cut by half,  there 
would have been tax relief to the 
extent of Rs. 80 crores. These Rs. 80 
crores would have gone to the poorer 
sections of our people to give them a 
little more of the needs of life instead 
of hsving to pay the exchequer  all 
this money. It would have meant a 50 
per cent reduction on the burden of 
the poorer sections of our people on 
their most immediate needs.

Then I come to direct taxation, how 
he can spend Rs. 70 crores to regene
rate our economy.  should have re
moved the Annuity Deposit Scheme 
It is the worst masterpiece of confusion 
and futility ever invented by human 
ingenuity. That would have meant a 
net loss of Rs. 14 crorea. Shri Bhoo- 
thalingam, whom the Finance Mini** 
try itse’f employed to give a report, 
says so. He says:

“It would be highly desirable to 
get out of the way this comptt*a<- 
ing feature which in reality is not 
even germane to the tax structure. 
•••The continuance of thb system 
certainly cloud, die consideration 
of other proposals for the ra
tionalisation and simplification of 
the tax itructufe.' ***If  o**
teia is not to be jwrmaiiaat, tha 
sooner it li abolished At batter.* 

And, as ha Waaaalf «ateW «*, ♦*
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a mere loss of Rs. 14 crores it could 
have been lifted from our tax system.

The second deduction could  have 
been by raising the exemption limit 
fair the lower middle class from Rs. 
4000 to Rs. 6000 a  year. It  would 
have only lost us Rs. S crores but it 
would have given great relief *0 a 
wide section of our poor middle class 
people.

The saving in  collection  charges 
would have been extra.  Then  he 
should have removed the surcharge 
on income-tax, giving another Rs. 18 
crores relief.  He could have  given 
relief on the first Rs. 500 of all divi
dends earned. That would have cost 
another Rc. 500 crores. Finally,  the 
abolition of the company surcharge of 
10 per cent would have meant Rs. 30 
crores,  bringing the total  to Rs. 
70 crores.

Thus, along with Rs. 80 crores on ex
cise duties he could have given relief 
of Rs. ISO crores this year to the tax
payer.

This would have yielded three re
sults.  First, it would  have  given 
an incentive to investment and sav
ing. The capital market would have 
been stimulated  to the extent  of 
Rs. 40  crores  which direct tax 
relief  to  the  individual taxpayer 
would have left  in his  pocket. 
As I have pointed out, one-fourth of 
this would have come into productive 
enterprise immediately.  Joint Stock 
companies would have been left with 
Ha. 90 crores more to re-invest. It 
could have been made a  condition 
that if you re-invest, you will  be 
gfoae this much.

The other effect would have been 
anH NMhwary.  increased  invest- 
maot aad pradnetiOK  would  have 
(•hacked .the rise' in  prises.  The
•oNsne Bt  ceaa&MdHy  lax. icttaC 

dew»*tfeea in

six very sensitive sectors  for the 
common man, and the ever-mounting 
Dearness Allowance bill would have 
been stopped from growing further. 
Thus, such a Budget would  have 
stabilised prices.

Finally, he could have got  more 
revenue which he has thrown away 
by unintelligent measures. As 1 said, 
the objective should be maximising 
tax revenues by minimum rates, not 
by maximum rates. Normally,  the 
benefits of tax relief take sometime 
to be shown. I would have been told 
that it would take two or three years 
for the benefits to be shown from 
tax cuts. But this year happens  to 
be a special kind of year when any 
relief given would give, you returns 
within this year itself.  There is a 
reason for this, and the reason is, as 
I have pointed out, as in the case of 
trucks, that we already have unutilis
ed installed capacity for production 
which today is not being used either 
because people have not  got  the 
money to buy the things or because 
high taxes do not leave a surplus to 
re-invest.  This relief would  have 
given an immediate fillip to produc
tion because, as I said,  unutilised 
capacity is there and there would not 
have been the time-lag which nor
mally one would have expected. Mr. 
Morarji Desai would have had. ac
cording to me, Rs. 100 crores extra 
from import duties and excise duties 
if he had accepted my budgetary pat
tern. With Rs. 100 crores extra im
port and excise duties, he could have 
given more relief next year when he 
would have come before us, if he is 
still  there, on 28th February, 1908. 
All this he has thrown away.

Now, I will be told that If it is so 
easy, why he did not do it? I speak 
more in sorrow than in anger, j am 
one of the many disappointed people 
in the country.  It is for him to 
answer why he did not dqjt I hope, 
when he replies to the debate, he Witt 
tell us. specifically, why what 1 hfc«e 
■aid could not be done.
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Shri MorarJI Dm I: I hope you will 
,bo here.

.Shri M. R. Mini!: Till then, I can 
only guess why he did not do it, may 
be because of habit,  conservatism. 
Hay be because of his eliding to the 
legacy of the past. May be became 
he put Party above country. Ûr be 
because he did not have the courage 
to admit past mistakes and strike out 
in a new direction. In  any  case,
; whatever the reason, he has lost a 
"great opportunity, and so has  the 
country.  I am not very much sur
prised, 1 can understand and sympa
thise a little with him, because a bad 
Budget is only one symptom of the 
disease that is within  his  Party. 
.There are other symptonj8 also.

Before I conclude, I would like to 
mention three other symptoms because 
'the Budget is symptomatic  of  the 
same malady which shows in different 
ways. One of the symptoms is  the 
'Congress Working Committee's reso
lution.  For sheer irrelevance to the 
country's problems, it is hard to beat. 
'Having failed for more th*n a decade 
ito cure a patient, all that the doctor 
£oes is to double the dose of the same 
' medicine!  Or, if may change  the 
metaphor, when the patient is debili
tated .by the medicines and the treat
ment of the doctor, when he needs a 
shot in the arm, a blood transfusion, 
all that the doctor does is to bleed 
him « little further! I have no time 
to go into each of the idiotic propo
sals made by the Congress Working 
.Committee. But I shall mention only 
one of them to show how ridiculous 
they are.  Take, for example,  the 
proposed nationalisation of General 
Insurance.  The total  amount  of 
money on which Government  can 
lay its hands its ugly, graaping hands 
would be Rs. 3} crores a year.  For 
this miserable pittance, thfc Congress 
Working Committee wants the Gov
ernment to destroy an etaentUd,  a 
useful, service to industry and shatter 
confidence in the whole ooontry at the 
poet  of Si. ti crams only. The 
Congress Working Committee’s nw> 
lutloa appears to me to be a cheap

demagogic device to divert the Blinds 
of the people from the miseries  to 
which the Congreas Party has brought 
them.  I think the Congress Work
ing Committee has made a mistake 
in judging that the people of India 
were going to support such mesures. 
They are making a mistake; they are 
nisunderstandinr the minis ot  the 
people.  As I understand it in  all 
humility, the people want a better 
life, lower prices, more food and more 
consumer goods, x do not think that 
they care so much by what dogma or 
by what method we produce it. They 
are no more interested in my dogma 
than the dogma of my hon. friends on 
the Opposite.  They want them just 
to deliver the goods and the Congress 
Working Committee’s Resolution cer
tainly cannot deliver the goods.

A second symptom is the way  in 
which this Government is seeking to 
evade giving implementation to  the 
excellent Report of the Administrative 
Reforms Commission on the planning 
machinery. "Out Report was submit
ted by Mr. Hanumanthaiya and  his 
colleagues on April 29. I would like 
to congratlate them on the very good 
job of work done. But since then, all 
that we have heard is humming and 
having behind the scenes and an oc
casional leak to the Press showing 
how unhappy the gentlemen in office 
are that they have to' carry out the 
recommendations of the Administra
tive Retains Committee which  they 
themselves appointed and which has 
a big majority  of their own Party- 
men.  Obviously, the Report is very 
embarrassing to the Congress bosses 
who have been misusing the planning 
apparatus for twenty long years.

What has the Reforms Committee re
commended? They have said that the 
Kational Planning Commission  has
keen dominated by  Ministers  gad 
politicians under the Chairmanship 
of the Prime Minister.  This, in the 
view of the Committee, X think I am 
panphrMteg them accurately;  lfr. 
Hanwnanthaiya will correct me if t 
go wrong—feas helped tt to become *
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super or parallel Government dilut
ing in acme measure  the  respon
sibilities of the Cabinet to Parliament 
•and through Parliament to the people, 
■and that its staff has grown to mon
strous proportions and needs to  be 
pruned. These broadly are the con* 
elusions.

The recommendations of the ARC 
arc: first, that the Planning Commis
sion should be an expert advisory 
body, that the role of the  Planning 
Commission should be confined  to 
planning and evaluation and it should 
stop involving itself in executive func- 
itong and decision-making. Secondly, 
that while the Prime Minister and the 
Finance Minister should be  closely 
associated with the work of the Com
mission, neither of them should be a 
member or the Chairman  of  the 
National Planning Commission.

I would have thought that this was 
a modest recommendation and could 
have been accepted immediately with
out all this baffling.  The fact that 
this is a vindication of what we on 
these Benches said, I hope has  not 
stopped the  Congress  Government 
from accepting the recommendations 
of Mr. Hanumanthaiya and his collea
gues.  Because that is exactly what 
«  have been saying.  We pwA  ft 
slightly differently: we said that the 
present Planning Commission should 
be dissolved and replaced by an ex
pert advisory body.  The Reforms 
Committee suggest that the name and 
the continuity should remain, but the 
change should be made exactly as we 
wanted.

What is coming in the way of these 
recommendations  being  accepted? 
Why this ominous leak that the Prime 
Ministar insists on  remaining  the 
Chairman of the National  Planning 
Commission?  I suggest that the rea
son is that the Congress Party  has 
been misusing the apparatus of natio
nal planning and Has made it Party- 
planning. This is a federal Govern
ment and- we have a federal Consti
tution. The ' Planning  Commission 
should -fcptong 4o }he nation, to  the

country, as much to the State Govern
ments as to the Union Government. 
They have monopolised that all this 
time, kept the State  Governments 
completely outside the purview  of 
planning, and have, therefore, all the 
power in their own hands.

They should be grateful to the Ad
ministrative Reforms Committee that 
they are letting them out so gently, 
just suggesting that they retire from 
the scene in dignity and honour. In 
the Soviet Union, where the planning 
process started and where it also fail
ed, they were not so charitable  to 
the planners  who fail.  It should 
interest the House to know that in 
the USSR, where also planning  has 
miserably failed, those at the head of 
the National Planning  Commission, 
called the Gosplan, are normally exe
cuted.  From the First  Five-Year 
Plan to the dearth of Stalin, the posi
tion of Gosplan Chairman was held 
by six officials in sucession; four of 
these were shot; the names were G. F. 
Grinko, V. I. Mezhlauk, G. Yu Smir
nov and N. A. Voznesensky.  The 
fifth, Mr. V. V. Kuibyshev, died sud- - 
denly and in mysterious circumjtanc- • 
es.  Only the sixth survived.  So, 
under the old  Stalinist regime, four 
were executed, one died mysteriously 
and.  one lived to die in bed, Even, 
after Stalin, under Mr. Khruschev....

An hon. Member: He is referring 
to Russia.

Shri M. B. Masani: It is better that 
we try to learn the lessons without 
tears.

Even under Mr. Khruschev, Mr. M.
S. Saburov, was accused of being a 
member of an anti-party group and 
lost his job. As of now, the average 
Is fe of the Chairman of the National 
Planning  Commission in Moscow, 
which is supposed to do long-term 
planning, has been a year and a halt 
each. »

In the USSR, Communism is being 
dragged painfully into the 20th cen
tury. Here, we have the framework
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(6) That “if licensing is retain
ed"....

—about which he aeems to have 
some doubts—

. .it ahould be limited to new 
undertakings ol over Rs. 1 crore 
capital in place ot Hs. 25 lakhs as 
at present’" (page 27).

These  recommendations  are  very 
sensible and reasonable. They hard
ly justify the hysteria into which cer
tain “leftist" Members  of the Con
gress Party  seem  to have  gone, 
obviously without reading the report.
I suggest that tonight they read the 
Hazari Report before it is discussed 
in the Lok  Sabha in the next few 
days.

The fact that the system of licences, 
permits and controls is creating grea
ter inequalities as a result of corrupt 
politicians and officials and their busi
ness friends—mot ours—their business 
friends, feathering  their own nests 
has pointed out by us month after 
month and year after year from these 
very benches. I myself on several oc
casions have done so, and you. Sir, 
had been part of the audience, and 
you have replied to me in debate. I 
have pleaded with the House that the 
best way to ensure social justice and 
a free and equal society in  which 
we all believe is to scrap this permit- 
licence-control apparatus and  free 
the people from this octopus.

The correct conclusion to "be drawn 
from the Hazari Report is not to look 
for scapegoats here and there but to 
realise that all this is inevitable as 
a result of so-called socialism, which 
is really Statism, and to give it up 
(Interruption).

The quarrel between the Congress
men and Birlas is a domestic quarrel 
-with which we have nothing to do.

The remedy is  to wrap  permit- 
licence-raj and  restore competitive 
free enterprise, make the industrialist 
subject to A* wishes and preferences

of the small man, the consumer, and 
not the wishes of the politicians, and 
officials as at present.

H State enterprises and Bokaro are 
one kind of State Capitalist exploita
tion, the  Hazari Report highlights 
another aspect  of the  same State 
Capitalist system. Both must go.

Today the national economy is pres
sed and held  back by an  army Of 
drones who have been well described 
as “the heavy hands, the big feet and 
the blind eyes of the State”. The mil
lions of our people have to be liberat
ed from this vested interests.  Ours 
being a mixed economy, our "New 
Class,” as Djilas has described it,  is 
a mixed class; it consists not only ot 
the Malaviyas but also of the Serajud- 
dins. This is the prototype of  the 
New Class in our country, the combi
nation of corrupt Ministers and cor
rupt businessmen exploiting the peo
ple and sharing the profit.

16.54 hr*.

[Mr. Speaker in the Chair].

The sad thing is that Shri Morarji' 
Desai's Budget does nothing to liberate 
the Indian people  from this "New 
Class”. On the contrary, it freezes the 
status quo. i think the effort will faiL 
I think the country’s economy  and 
politics demand today revolutionary 
solutions. Mere conservatism and the 
status quo will not work.  The pre
sent stagnant order will come unstuck 
under its own contradictions and futi
lities and the people are not going to 
keep quiet. Too long  have  they 
been fed on hope.

The Finance Minister has found * 
good friend—and he is a “good friend 
of India also—I refer to Mr. George 
Woods of the World Bank. May I 
commend to him a very wise remark
ed Mr. Woods is reported to  have 
made. He has said “Hope is a 
breakfast but *  very J»or «WPK« 
Today we are not in the morning, m  
are late in the evening. We



[Shri M. R Masani] 

preaching midnight  The hour it 
lata. The crisis is very much on us 
mere hope will not do.  The Indian 
people want  results, 1 have ibown 
the Finance Minister the way  ra 
which he could have produced results. 
Unfortunately, he has  not brought 
such a Budget before us.

The result is that the people  are 
going to be disappointed. He and his 
Party will no doubt pay for that dis
appointment when the time comes.

Shrl Rang*  (Srikakulam):  The
country suffers.

Shri M. B. Maaaai: Yes, unfortunate
ly, the country also is going to suffer, 
and millions of innocent men, women 
and children, who are not responsible 
for these policies, will have to pay the 
price.

This is the real  tragedy of  this 
Budget. As I said, I speak with great 
disappointment  and sorrow.  I still 
appeal to the Finance Minister and 
his Party.  If they have any imagi
nation left, if they have any vision 
left, even at this late hour, let them 
mend.  Otherwise, they will destroy 
the country along with themselves.

ttrkulitseheU Kripalani (Gonda): 
While presenting his Budget, the hon. 
Finance Minister made a very realistic 
assessment and correct analysis  of 
the economic situation prevailing in 
this country today. His speech was 
forthright, pinpointing the reasons for 
the prevailing economic ill health. He 
painted out that the major difficulties 
were, as already mentioned by Mr. 
Masani before me, drought leading to 
food shortage, rising prices, the need 
to revive industrial activities  and 
adverse trend* in exports, and  also 
the adverse eSects oif the Indo-Pak. 
war which necessitated Increase  in 
defence expenditure. Be propose* to 
end what ha terms the psychology of 
inflation by limited outlay on Central 
Government expense* within resour-
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ees to be  mohiHaad in a aon-infi*- 
tSenary manner. Be has  also sai* 
that private industry will not be in
hibited from increasing production hr 
undue limitation en  availability of 
credit. That should give some assure 
anee to Mr. Masani. He has also said, 
at the cost of being criticised,  that 
he would welcome goreign Investment 
if it boosts exports.  Coming to 
controversy of public and public sec
tors, he has said that their relative- 
values will be determined by their 
ability 5n course of time.  Certainly 
this approach is not a doctrinaire ap
proach, not a leftist approach; it is 
a very pragmatic approach. His very 
words would indicate that there was 
a keen desire to see that the economic 
condition of the country was raised 
to the extent possible and, that the 
common man’s distress was relieved 
to a certain extent

His analysis is masterly, and there' 
fore it is obvious to all of us that the 
Finance Minister is aware of the very 
difficult situation which he has in
herited.  I am one of  those foolish 
persons who have a certain amount 
of sympathy for the Finance Minister. 
He knows that the situation is very 
difficult, and he has to And a solu
tion, he has to find a remedy for this- 
complex situation.

What is the economic situation Itr- 
day? He has been very frank, he ha* 
never tried to slur over it and  say 
that our situation is any better. He 
has neither tried to claim any credit 
lor the measures he has now initiated. 
He has on the other hand said: "Ut 
us wait and see what results  these 
measures yield, then you assess me, 
you judge me”. His whole approach, 
has been modest frank, honest

The Economic  Survey  draws  a- 
rather grfan picture of India's economy, 
Food«”-ain production has gone down 
by 17 oer cent since 1084-68 for rea
son* too well known to everybody, tn 
industrial product on there has bean
* marginal increase  between April.
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•Ml October, 1986 ot 2.7 per cent, and 
perhaps a little more increase during 
recent months. Exports have declin
ed from April I860 to February 1967 
by 190 milion dollars.  The cast of 
living has gone high with prices ris
ing by 46 per cent in the last three 
years, a very cruel burden on  the 
common man. These are the facts of 
the situation.  Nobody can get away 
from it, such is the state of affairs.

Everybody expects, because  the 
Finance Minister is a man of courage, 
that he will chalk out a bold plan 
to lift the economy out tif depression, 
revive the moribund capital market, 
boost exports and hold the price line. 
It is a very tall order.

Within the short time since  he 
became responsible to guide the fin
ances of this country, what steps has 
he proposed  to take. Finding the 
position so very difficult, absolutely 
acute, the first thing that he  has 
decided is to avoid oeflrit financing. 
Hence he has presented a balanced 
budget. True, he has imposed certain 
taxes, but I am sure that a balanced 
budget of this type will have some 
disinflationary effect.

The wide  range of miscellaneous 
concessions and levies  give the im
pression that the budget perhaps  is 
a major fiscal undertaking, but it is 
not so. We do admit that it is more 
or less a status quo budget, but status 
quo to what end? Status quo to give 
stability to the economy. When your 
economy has been upset to such an 
extent, some steps have to be taken 
first to bring about stability, then we 
can think of building the super struc
ture.

He has given a  few  concessions. 
The concessions are:  relief in direct 
taxes to the tune of Rs. 5 crores, ex
emption of dividend income up  to 
Rs. 500 from taxation; limit of sur
charge has been raised on unearned 
income to Rs. 30,000; he is helping in
dustries adversely affected by dev*' 
luation; he is trying to give tax in

centive to  industrial  undertakings 
employing refugees and repatriate*} 
he is also helping industries damaged 
by calamity, towards their rehabilita
tion.  Certain  step proposed  will" 
create a congenial atmosphere for the' 
amalgamation of the economic units.' 
He is also taking steps  to simplify 
tax collection. So far so good. None 
of these concessions proposed by him* 
are bad; they are good.  But  the* 
criticism is that they do not go far' 
enough.

17 hrs.

It is natural therefore that  there 
are various questions raised by  thtf 
public. One is: will it tackle the basic' 
problems? Has it touched the crtitical’ 
points of the economy? Has he given' 
productive orientation  to our fiscal' 
and  monetary policies?  Are there' 
built-in devices to control prices? Will 
it give confidence to the new entre
preneurs to take reasonable economic 
risks? Will it help individual saving 
to which Mr. Masani had again ana' 
again refered. Will it hold the price- 
line?

I cannot possib’y go into all tliesd* 
questions.  But let us take some or 
the major points. The business com
munity’s reaction is that nothing has 
been done to reviwe capital market. 
This reaction is nothing new. During 
the last two or three budgets, their-’ 
reaction has been the same. It is trm’ 
that the capital raised by non-goverd-' 
mental private  companies last yeat 
was low. The main facts of the busi
ness situation are not denied either toy 
the Finance Minister or by anybody 
else. Recognising this difficult situa
tion, the Finance Minister has tried 
to help the industry, nj,ay be, in a 
small way, by stimulating industrial 
production by larger  availability of 
bank finance.  He Mas not spelt oat 
the details. I would rather urge that 
while replying he should give mor*r 
details and tell  that these are the' 
various steps by which greater finances' 
would be made available. Today the' 
real position is that only the bigger
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industrialists are able to gat finances; 
the middle and  small industrialists 
find it rather difficult because of the 
regid position taken by the banks. He 
has suggested tax  concession  to 
promote industrial research, continua
tion of  the  liberal Import policy, 
particularly to SB priority industries, 
to continue, the provision of Rs.  10 
crores to  financial institutions.  Of 
course it is just a token but in this 
tight position, even this indicates a 
desire and the goodwill of the Minis
ter to help the industry. He has also 
indicated that he wou'd try to  see 
that all additional outlay is directed 
to capital goods  industry in future 
and. that he would also explore all 
avenues for stimulating deve'opment 
outlay as soon as the  basic supply 
conditions improve. It is well known 
that fiscal concessions alone  cannot 
revive industry,  fbe earlier conces
sions concerning bonus shares though 
welcomed by the capital market did 
not produce lasting benefits.  There-- 
fore, the Minister has right'y pointed 
out that industrial growth is inhibit
ed more by the lack of supply of raw 
materials, capital goods and machinery 
rather than fiscal burden. Relaxation 
of industrial licensing and decontrol 
of steel wi'l enable the industry  to 
diversify  production.  Government 
support the efforts of Industries to In
crease export of capital goods through 
credit arrangements.  New' industries 
will be encouraged by the provision 
that unahsorbed tax holiday is to be 
carried forward for eight years. These 
are some of the proposals by which 
he tried to set an Improved cfipiate 
for industrial growth. It is true that 
this w«H not so’ve their problem im
mediately but industries. It is hoped, 
Will start moving towards the right 
direction.

The main pleading from the indus
trialist is that taxes should b* reduc
ed; they want redaction in the rate 
of the corporate tax an*fM»onal tax 
and reduction in Jhê Sfcof tax on 
unearned foame - tax  etc.

They contend that «U  .these rates 
should be reduced. Otherwise,  t&e 
industry cannot grow. The ; circum
stances under which w* are function
ing «nd the mental attitudes that have 
developed during the few years pre
cludes taking such a step. It is true 
that corporate taxes may perhaps be 
reduced if it goee to help toward! 
more investment.  Why should per
sonal taxation for  higher  income 
groups be reduced?  It does not fit 
in with  present day  thinking in 
modern India.

He has taken certain effective steps 
to improve agriculture. Agriculture 
is the biggest problem today. There
fore, we have to divert our energies 
to the extent possible to see that food 
is produced in this country, and that 
wfe do not go in for aids and loan* 
from other countries for that purpose. 
The Finance Minister has promlaea a 
provision tog rupee and exchange re
quired. for  agricultural production 
programmes.  The Central assistance 
to  States has been increased  from 
Rs. 535 crores to Rs. 590 crores. and 
Rs. 5 crores have been given for land 
mortgage banks. It Is true that per
haps the total amount given to the 
States this year may be less than last 
year, but the financial position is very 
tight at the moment, and within the 
tight position, the Finance  Minister 
has tried to take them forward and 
give something more to the  States, 
merefore, to accuse the Minaster and 
to say that his budget is not produc- 
tion-oriented is  not „®uite  correct. 
The steps  may be very  moderate; 
they may not go far enough, but cer
tainty the effort is towards improv
ing the production  and taking the 
economy forward.

What the Minister ha* to take care 
of is this*. I can say it from the ItttJe 
experience: that than the 
may be correct; the alma m*V  “ 
right and the desire may be to deve
lop. but In  implementation varicm*
diAoutties and detedia trap v9 9»v9 9»  
implementation it’  oftenmisdirerta



the Policy and gtandi in the way of 
Progress. Just  now Mr.  Masani 
■Mentioned the Hajari report. I  am 
*ne of the foolish person* to  have 
road the report and  while reading 
the report I thought that the few re
marks on Birlas comparatively  leas 
important on which we should be so 
excited.  Certainly  that should be 
checked. But the more important part 
of it is, the more effective part of it 
is the criticism that he has levelled 
regarding the policy, regarding  the 
implementation of the policy and re
garding the role of the Planning Com
mission. I agree with  Mr. Masani 
*hat we should go into it and see that 
the implementation  of  the  policy 
should not be so defective that it goes 
absolutely contrary to the  desired 
coal.

The next important point is, how to 
hold the price line? The price  has 
risen excruciatingly to 46 per  cent 
in the last three years. Some  steps 
have been taken by the Finance Mi
nister. One of them is to avoid deAcit 
‘financing. That is the biggest  step 
towards bringing  about  a  certain 
amount of stability; also, he has pro
mised to reduce administrative  ex
penditure. He has said that he  is 
making certain efforts in his own de
partment and also will try to influence 
other departments. 1 would like to 
■criticise here—

An hon. Member*. Criticise whom?

Shctaatt Sachets Kripalani:___the
Government. I am not  pledged  to 
support them for everything. I will 
support then for the good things they 
have done and I would criticise them 
for the things they, to my mind, have 
not done. I am sure ttey will take it 
in that light.  The interim  budget 
was passed only a Sew months baek
■ and since than we have added Rs. 169 
«ms. Of course, (bare  are certain 
items which could not be avoided, but 
if it could have been avoided,  then 
there would have 'been a surplus of 
Vs. 100 cm without Increasing aay 
IwHaiv that would fcsv* seduced the 
,|wnt ianand.ia the vrenomy thus 
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restraining the rise in prices.  Ibat 
would have given more benefit to the 
country.

There are certain inevitable items 
or which the Finance Minister want
ed to raise the resources. But, I agree 
with Mr. Masani  that  In a hues 
budget like this, if we wanted to save, 
we could have saved, I do realise that 
trying to reduce the  administrative 
expenditure is a very difficult task. 
With my own experience in the ad
ministration, 1 will tell you that for 
three and a half years, j was trying 
toy level best to reduce the expen
diture. Reduction  in  expenditure 
does mean that we have to  reduce 
the number of employees whenever 
it comes to the question of reducing 
the number of employees, there is al
ways a great agitation, 1 can under
stand the reason for the agitation, h 
these very hard days, when one loses 
one's job, one is very hard put to it. 
Therefore the  agitation.  There axe 
certain other ways, also but they try to 
creates difficulties. I was able to bring 
about a saving of Rs. 13 crores, but 
after how much effort? Once, we re
duce the amount after a few months' 
pressure is brought by the concerned 
departments, to revive the items and to 
have the cut restored. So it is a very 
difficult task indeed,, but the  task 
must be taken and taken up 
because the time has come when by 
the proliferation of administration it 
has become a vast jungle and it  ia 
therefore necessary that the adminis
trative expenditure should be meti
culously scrutinised  and should  be 
cut whenever it is possible. I «m sure 
if the Finance Minister fa determined 
in this, he will get full support Item 
the Congress as well as from the op
position benches.

The Economic Survey while apeake- 
iag about  inflationary  psychology 
says:

-This can only be checked by 
curtailment  of non-development 
outlays and also by entorctegeoo- 
nomy in development  expendi
ture, even to the extent* Of post
poning some of tbe itena."

1889 (SAKA)  General Pit, 3030
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I agree with it intoto. Thai b tb« 
only possible way wMeh we must 
cut down our expenditure. The time 
has come when we should think about 
tt. The Finance Minister must  re
cognise this. Of course, he has tried 
In his own way to make a beginning 
but a ruthless firmness will be need* 
ed it he wants to achieve any  suc
cess in the task.

I would like to give figures to show 
how  non-development  expenditure 
has increased during the last  three 
plans in the Central Government. In 
the last IS years,  non-development 
expenditure has increased from  Hs. 
280 crores to Rs. 1S28  crores—t.e. 
seven times! This is too much. Much 
earlier than this; Government should 
have thought about cutting it down. 
A poor country like ours cannot afford 
to bave such a top-heavy administra
tion. When we were  not free,  we 
were talking about the top-heavy ad
ministration .  Since  independence, 
various items of work  have  been 
taken up which the then Government 
never thought of taking up.  There
fore, a certain amount of increase is 
legitimate, but I am sure much can 
be cut down. The time has  come 
when the people’s capacity to pay fur
ther taxes is exhausted.

Regarding arrears of tax collection, 
only on 2Sth May the finance Min
ister said that Ha. 538.11 crons  are 
outstanding. A great effort needs to 
be made to recover this amount. If I 
am not wrong, there is tax evasion to 
the tune ot Rs. 900 crores and more 
annually. This is when a very strict 
and careful watch  is nssrted  and 
strong action js necessary. Kvan deve
lopment expenditure can bear a great 
deal of scrutiny. In the name of de
velopment,  many things are  done 
which need not be done is a  peer 
country. Thase frills and embroidery 
can wait for a future time when wa 
are economically better off. I would 
inggsst to  the  Itaaaco  Minister 
nay trjr*to implement the tt point 
note he gave t» fev Confr«s Wok
ing Committee some weeks back. If

he can bring economy on those lines, 
it can go a long way to'improve ova 
economy.

Shri Kanwar Lai  Gupta  (Delhi 
Sadar): He suggested a 1ft per  cent 
cut, i.e. Rs. 300 crores.

ShrtmaM Sacheta Kripalani: He was 
the originator of the document and 
he knows It. I do not want to. go into 
details.

The plan outlay on the public sec
tor has gone on rising during  the- 
last 3 plans. In the first plan it was 
Rs. 1980 crores, in the second Rs. 
4872 crores and in the third Rs. 8880 
crores. It is a huge amount. It was 
expected that we would derive some 
income out of this investment. Some 
income has started coming, but it is 
not adequate. There is enough room 
to scrutinise tile public sector  pro* 
jects to see that a part of the plan 
expenditure is met from the  income- 
derived from this investment. I bave 
not got the figures, but if we scru
tinise it, we will see that  we are 
depending more and more on direct 
taxation for meeting our plan expen
diture It is easy to tax  directly; 
therefore, we  go on imposing near 
taxation for meeting our plan  ex
penditure. It is time the tax burden 
was reduced. More and more of p*an 
expenditure should be met by these 
industrial units. I ao»  not one 0C 
them to believe that the public sector 
projects will not survive. They wfll 
surive. We might have made  mis
takes; we might have started  with 
certain wrong ideas ot  aAnin&tra- 
Uoo, but all that should be lactiftsd. 
It is necessary to keep public ****** 
projects. We shall keep tbe  pubUc 
sector projects, because otherwise the 
private sector wifi have the  w M" 
freedom  to eXStolt  the  county- 
Therefore, we adhere to o«*r  W  
that for the tine being *•  »
mixed economy wb»e bnth thn

S S S B 6 ® * *
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undertakings are worked in such a 
way that they are a source of income 
and strength to our economy. Various 
other steps had been taken to bring 
down the price line like subsidy to 
foodgrains and fertilisers, opening of 
co-operatiVes, price  regulation  of 
essential commodities, civil supplies 
organisation* etc. All these steps have 
been taken by the Government  to 
bring down the prices. It only goes 
to show that this is a subject which 
ia receiving constant attention of the 
Government. It is not that the Gov
ernment is unaware of it and  the 
Opposition Members only are aware 
of it and it is they who are bringing 
this matter to our nofloe. We are per
fectly aware of it and we are taking 
all possible steps. But all the steps 
laken somehow or the other,  have 
not yield the results we want. There
fore, sterner measures are necessary, 
otherwise we would be involved  in 
the vicious circle of wages  chasing 
prices and prices  chasing  wages. 
Therefore, it is necessary to take some 
more drastic steps to bring down ex
penditure.

Aa hon. Member: That is what Shri 
Masani says.

Skrimati gaeMb Kripalani: I agree
with many of the things that be said, 
but I do not agree  that the  ugly 
hands of the Congress Working Com
mittee has something or the other to 
do with it. Otherwise, many of the 

that he said are fairly sound.

Regarding devaluation, I am  very 
sorry to erittatae it. Devaluation, if I 
may describe it, instead of beini a 
booster ha* been a bit of a  damp 
equib. H adequate precaution*  bad 
baas taken, if greater  tora-tbc«£* 
M  been given, before taking  re- 
xaatm to devaluation,  perhaps  the 
jiML..itu. «e have faced subeeqwent 
to devaluation may not bave  been 
adHB.  The country’s opinion  aaaa 
*an was fairly divided. I  do not 
twr wbo adrfaad Aa 

how ft (Mat about
tt fcit  cwtiwtjma «a 

MMft «fMt *a fcaiva art *«a4 aar

better. The expectations out of de
valuation and the follow-up measures 
were: that import of non-essential 
goods would be restricted, rise in pri
ces would be checked and it will bring 
an ever-lasting solution to  India's 
balance of payment of position. But 
nons of these expectations has mate
rialised.

The policy initiatives taken  after 
devaluation on new agricultural stra
tegy, liberalisation of export, flexible 
attitude towards control of industrial 
production and investment, stimulus 
to export and  fan port substitution, 
avoidance of  inflationary financing 
and other measures have not yielded 
results that were expected. The rea
sons are, perhaps, that  immediately 
after devaluation the  consequential 
problems which arose were not tackl
ed with promptitude and efficiency. 
Had they been tackled immediately' 
with promptitude, perhaps the after 
effects of devaluation would not bave 
been so bad. Secondly, before decid
ing on devaluation a total study of 
national economy is necessary. I m 
afraid such • study has not taken place 
in this country. Therefore, we jump
ed in the dark and as a result our 
exports suffered. Our export earning) 
was stagnant in 1964-85 they declin
ed by 8 per cent in 1986-87. Part of 
the reason is drought. Drought affect
ed not only agricultural  production 
but also industrial production leading 
to exporta. But everything cannot be 
put on drought-  If we had taken 
greater fore-thought before taking re
course to devaluation perhaps things 
would bave been better.

It is, therefore, abaolutely  essen
tial—it is a matter of life and death 
tor us—that we should improve oar 
exports. In order to improve exporta, 
in this budget, concessions on expert 
duties have been given. Iba diftjaa 
haw bean reduced on afihe of ft* 
iisimtlal traditional Hams of exposes 
which citt" to a total of Ha.  W
oocaa. 1h1h new subsidise b“  ------
impoaad and the ex&ting  - — 
wQl eaattoma. fcport tndu*rias   ̂
be given a more favourable M a# 
fat the matte of aHiwaMnw vtvt twill.
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exchange. Import requirements  of 
export Industrie* will be met  at In
ternational prices which is a continu
ance of policy. This and the various 
other steps that have Peen taken are 
expected to boost up our exports.

But I would like to enquire *rcm 
the Finance Minister whether  those 
industries which are getting foreign 
exchange facilities, loans etc.—the ex
port industries—are doing what  is 
expected of them. To what extent do 
these industries  export their  own 
commodities, because when we give 
them loan, foreign  exchange  etc., 
they should earn foreign exchange (or 
us. I am told, if a careful scrutiny 
is made we will find that most  of 
these industries, a fairly large num
ber of them, do wot  export at all. 
The reason is, they have a  better 
home market than an  international 
market.  They are more keen to sell 
in the home market than to export. 
Therefore, it is time that we take into 
confidence known exporters because 
exporters, not being producers, would 
be keen to export.  We should try 
to see to what extent we can  give 
them facilities and see that they ex
port more and earn foreign exchange.

In conclusion, I would  say  that, 
though I have been fairly critical—it 
does not mean I am not aware of the 
difficulties before the Finance Minis
ter—the situation is very difficult and, 
above that, he has to find the resour
ces to run the administration. When 
you arc under these two pressure, you 
look, in great distress, to find out all 
the resources you can. I have myself 
experienced it I can fully sympathise 
with the Finance Minuter. He has 
tried to impose certain taxes, at the 
minimum rate he can, in order not to 
resort to deficit financing.

What will be the effect of some of 
the taxes?  Some of the taxea,  un
fortunately, will affect  the  poor 
people—thv are not all on luxury 
goods.  Been tea, to my mind, is not 
a luxury,  Today, the poor ima can
not afford to take mUk; he take* tea.

Similarly, shoe is not. a luxury. There
fore, some of the consumer item* on 
which taxea have been enhanced may 
be reconsidered by the Finance Min
ister. We can meet the gap by trying 
to see how more rigidly we can econo
mise and how more rigidly we 
save.

I know the Finance Minister has a 
stupendous and an arduous task be
fore him.  In this stupendous  and 
arduous task, he not only requires our 
sympathy but also our active coopera
tion. If all of us are determined  to 
look after our national interests,  if 
we all try to economise and save and 
if we all bring about a proper psycho
logical atmosphere in the  country, 
there is no reason why we should feet 
helpless. New nations always have to 
face various difficulties. We are pas
sing through very difficult days.  If 
we are confident, enough, if we are 
determined  enough,  to get out of 
these difficulties, 1 am sure, we can get 
out and we shall get out of them.

With these words, I have done.

fm m oooor  (yf  :
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wsyt f Am* *Wf ¥T ««w |, 

vifr,  ̂ wYt  *t to fwwrf ¥V 

<*Mw>wVt> ytir I, br VT wnrr. 1* 

otw *Wf* ¥N# *rfl| xftmvr 
qtgrif *?r qvint* vfft 

*rtr m* awr * *wr w w *t 

*«n*  m I  *<*»<  |

«w(t n m
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aft vwt *r̂ f, s«rftramn: snjffcv 

«mr f)iTT  «g*r *fWT tf»rr 1
wfcanmr tt%ow qwwra *$ nf$ 

faf«T qf'nrf 1?# f# i iwwwt 

vr vm mftvir *f wf fr*»r 

ft 1 «riVwr#V
m   nw rai f w r w   wi  ftwwr 

war? farftnrr»mT tt  bwiw 

fiwT w  «rr ft? n5h»# ̂   ft 

*w«fr 1 frô vtw, w rrf  ̂fir ̂  

•kwrw 5*̂ *n̂ t • w ,f*fe  ̂fft’T 

hw  hthhr fiPTr̂wr «rr%

Thra «npf Wwr fis*

46 JTftnfRT Wp1 $ I

Vt  VTT 3TW W7 vimv 

qr >jt  w<g«ff «PC *r *»nfr 

|eft rm ott wm  vt 

writ Pit <R*rS sf̂r  <ft 1

Mr. Speaker: The boa Member majr 
continue hia qieeeh tomorrow.

17.32 kn.

■PURCHASE  OF  ISLANDS  OV 
INDIAN OCEAN BY BRITISH 

GOVERNMENT

Mr. SpMker: Now, w* flwU Uka up 
the h«lf-ui-hour dlwwton

AH C. K. OXtaitm (Pwmaai): 
This aubjeet bM been niaad 00 the 
floor of the Houw wvaral ttmat A 
the past, but the repliea fivea hj 
Oovermneat tan baon eonatotantly 
vague aad iaMnite.
Aa one hon. UnUm aoM o«rt»er, 
Britain waa 7unhMb« tkeae Mw*» 
■ot for cHltiratteo but for MMIn 
lag a foreign boa. ft h sol a bn* 
at aa oodiaonr tm Tkk fctt «aa 

by tb»


