LOK SABHA DEBATES

LOK SABHA
Friday, February 28, 1969/
Phalguna 9, 1890 (Saka)
The Lok Sabha met at Scventeen
of the Clock,
[ MR. SPEAKER in the Chair ]

GENERAL BUDGET, 1969-70

MR. SPEAKER :
Minister,

The Deputy Prime

THE DEPUTY PRIME MINISTER
AND MINISTER OF FINANCE (SHRI
MORARIJI DESAL) rose—

SHRISURENDRANATH DWIVEDY

(Kendraparal The entire Cabinet
dissociates  itself with the  Finance
Minister, There is no Cabinet Minister
{Interruption).

MR. SPEAKER : Order, order.
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MR. SPEAKER : Order, order.

SHRI MORARJI DESAI : Sir, 1
rise to present the first Budgel of the
Fourth Plan period. In doing so, I
feel somewhat handicapped as  the
Plan document is not yei available to
Honourable Members, I am, therefore,
left to perform the traditional role of a
Sutradhar who must make a brief appear-
ance on the stage before the start of the
play to arouse the interest of the
audience. I hope I will not disappoint
Honourable Members at least on the
score of brevity.

INTRODUCTION

2 The year that is now drawing
to aclosx has been a3 good one for the

Indian economy. The expectation in
my last Budget speech that, given the
right policies, 1968-69 could become a
year of revival has been largely fulfilled,
For the second year in succession, It
should be possible to reap a satisfactory
harvest. There are distinct signs of an
industrial revival and indusirial produc-
tion should register an increase of
almost 6 per cent. Transport activity
and trade have revived; and there have
been no serious shortages of power or
raw materials. The general price level
now is somewhat lower than last year,
There has been a remarkable increase
in exports. Imports are now being
replaced by domestic production over a
wide front as a result of the efforts
made over successive  Plan  periods,
Despite  heavier repayment  obligations
and somewhat lower utilization of forcign
aid than in 1967-68, it should be
possible to close the current year with-
out any material variation in our foreign
exchange reserves,  Apainst this back-
ground of a new dynamism in agriculture,
industrial revival, restoration of price
stability and progress  towards  self-
reliance, it is possible now to approach
the mnext Plan period with a measure
of confidence. All the same, there are
a number of factors which limit consider-
ably the areca of choice before us in the
immediate future.

3. While food production has
Increased, we have still a long way to
go before we can assure satisfactory
levels of consumption for our growing
population.  Imports of agricultural raw
materials and foodgrains are still sizeable,
Investments  in  agriculture, including
those in rescarch, inputs such as
fertilizers and water and provision of
credit and storage facilities must, there<
fore, have a prior claim on our limited
resources matched only by the attention
to family planning.

4. The substantial development of
pital goods indusiries that has already
taken place makes it neccssary as well
as feasible to step up investment outlays,
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But rising levels of investmant can be
achicved without inflation only on the
basis of a growing volume of production
of essentlal consumer goods. This
requires not only a steady improvem:nt
in agricultural productivity but also
greater efficiency and expansion of
capacity in consumer goods industries.
Attention to these industries is all the
more important as they help stimulate
the motivation for higher productivity
and contribute to growth of public
revenues,

5. In a year that is dedicated to the
memory of the Father of the Nation,
we cannot but remind ourselves that the
ultimate objective of economic develop-
ment is to serve certain larger social
valuss, We have, therefore, to respond
also to the natural urge of our p=ople
for basic amenitics, such as drinking
water, for education and medical aid,
for opportunity to work and indeed for
a growing measure of equality in general
which is the essence of a socialist
society.

6. On the external
improvem:nt has bzen as notable as
it is welcome; yet, export earnings
amount only to two-thirds of our current
import requirements. There cannot,
therefore, be any complacency in regard
to export promotion or import substitu-
tion. The abnormal circumstances of
196566 and 1966-67 have lod to a decline
in the rate of saving in the economy.
D:spite substantial efforts to mobilize
resources and considerable restraint on
expenditure, the financial position of
the Government has weakened over the
past few years,

front, the

7. In short, general economic
conditions in the country are propitious
for resuming the threads of progress
over a wide front during the next Plan
period. Equally, however, there is need
for the right balance betwe:n consump-
tion and investment, resources and
outlays, economic growth on the oae
hand and external wviability on the other
and indeed between larger social values
and purely ecomomic considerations.
Honourable Members will now appreci-
ate why economic planners are often
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regardel as some of the finest exponents
of the art of tight-rope dancing. *

REVISED ESTIMATES —1968-69

8. Having outlined briefly the current
economic situation and the tasks ahead
without, I hops, stealing the show from
the Planning Commission, I must now
turn to the more mundane maiters which
fall to the lot of Finance Ministers, In
the Revised Estimates for 1968-69,
customs revenue will show a shortfall of
Rs. 94 crores as compared to the
Estimates presented last February.
Union excise duties and income-tax, on
the other hand, are expected to yield
Rs, 54 crores more, After making
allowance for non-tax revenues, total
revenue receipts accruing to the Centre
arc likely to show a shortfall of Rs. 11
crores only as compared to the anticipa-
ted realisation of Rs. 2760 crores.

9. Revenue expenditures are likely
to excced the Budget Estimates of
Rs. 2629 crores by Rs. 116 crores.

Almost half of this increase, however,
represents a purely accounting change
which is balanced by a corresponding
gain on capital account. Another Rs, 49
crores is accounted for by additional
defence expenditure on revenue account.
This is the result of incrcases granted
during the year in allowances to ccrtain
categories of Scrvice personncl, the
dearness allowance which became due last
September, the recent decision to merge
a part of the dearness allowance with
pay and speedier deliveries of stores
against existing orders. On capital
account, there has been a reduction in
defence expenditure of Rs. 13 crores.
Honourable Members would see that
barring the increase under defence and
transactions of @& purely accounting
nature, revenue expenditure has been held
within less than 1 per cent margin of the
Budget Estimates.

10. On capital account, the varia-
tions have been of a more substantial
order, Net external assistance will show
a shortfall of Rs. 121 crores and PL 480
and other food aid a shortfall of Rs. 43
crores. This would be offset to an
extent by improvement under market
loans, reduction in the provision for
transactions in foodgrains and fertilizers
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and some shortfall in Plan outlays.
There are also a number of variations
in other items which make on balance
for an improvement in the resources
position.

11. In the aggregate, the budgetary
deficit this year is now estimated at
Rs. 260 crores as against Rs. 290 crores
in the Budget Estimates. Honourable
Members, I am sure, would not consider
this 10 per cent varlation In deficit
financing as an index of conservative
budgeting on my part.

BUDGET ESTIMATES —1969-70

12, In the Budget Estimates for
1969-70, 1 have assumed that at existing
rates of taxation, total revenues accruing
to the Centre will increase by Rs. 151
crores. I anticipate a further decline
in customs receipts from Rs. 445 crores
this year to Rs. 426 crores in 1969-70.
This reduction is based on the expecta-
tion that while there would be some
increase in total non-food imports, there
would be a shift away from items such
as petroleum products which bzar  duties
at a higher rate. Union excise duties
are expected to show an increase of
Rs. 101 crores. Corporate and Income
taxes should yield Rs. 675 crores as
against Rs, 660 crores this year, Non-
tax revenues shou'd also yield Rs. 50
crores more,

13. The increase in revenue will,
however, be more than absorbsd by
increases In  expenditure on revenu:
account. D:fence  expenditure on
revenue account will be mare by Rs. 42
crores. Excluding certain accounting
adjustments, the non-Plan civil expzndi-
ture will be more by Rs. 142 crores, Of
this Rs. 41 crores are accounted for
by interest charges. The Fifth Finance
Commission’s recomm:@ndations havs
necessitated an additional devolution of
Rs. 36 crores to the S:iates. Committad
expenditure arising out of completad
Plan schemes has meant an increase of
nearly Rs. 35 crores. Export promotion
measures account for another increasc
of Rs. 10 crores, Various miscellaneous
items, jncluding administrative services,
tax collection and assistance to neigh-
bouring countries account for ths rest
of the incrcasz, [ :tajled uuhqglhm
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have, as usual, been given in the Expla-
natory Memorandum.

14. On capital account, net market
borrowings next year are estimated at
Rs, 106 crores as against Rs. 81 crores
this year, Small savings are placed at
Rs. 135 crores, i.e. Rs, 10 crores more
but of this nearly two-thirds will accrue
to the Staies. The Public Provident
Fund should yield Rs. 5 crores next year
as agalnst Rs. 2 crores this year. On
the other hand, as the author of the
once famous but now almost forgotten
Compulsory Deposit Scheme, I propose
to redeem mysell by making full
provision of Rs. 25 crores for repay-
ment of the deposits made in 1963-64.

[ @ T TRt AEgE W

ti]

[ofr =y formd : a9 smere 1]

15. Net external aid, excluding PL
480 and other food aid, should show a
marginal increase from Rs. 459 crores
this year to Rs. 467 crores in 1969-70,
While debt repayments would be larger,
we expect an increase in aid disburse-
ments also mainly as a result of resump-
tion of aid by the International Develop-
ment Association.

16. In December 1968, we signed
an agreement with the United States
Government under PL 480 for the import
of 2.3 million tonnes of foodgrains. In
addition, we have ocontinued to receive
food assistance of & sizeable order from
Canada as also some assistance under
the International Grain Armangement
from Australia and the U. K. A sub-
stantial part of the food assistance thus
negotiated will result in imports only next
year. Honourable M:mbzrs  would
also appreciate that arrangements for the
concessional imports of foodgrains and
agricultural raw matcrials will be
necessary for some more time. Conse-
quently, the net budgetary support
accruing as a result of PL 480 trans-
actions and other food aid, excluding PL
480 grants already accounted for in the
revenue estimates, is placed at Rs. 224
crores next year as against Rs. 226 crores
this year.

17. The improvements under internal
borrowing and extcrmal assistance, justy
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mentioned, i.e., Rs. 13 crores in all,
will be more than absorbed by the
increase in defence expenditure on capital
account, Rs, 17 crores and on border
roads, Rs. 4 crores.

18, As regards other capital tran-
sactions, the food and fertilizer transac-
tions together show an improvement of
Rs. 76 crores. Total stocks of food-
grains with the Food Corporation at
the end of March 1969 should be of the
order of 3.5 million tonnes. During the
coming year, we¢ propose to add ano-
ther 1.5 million tonnes to these stocks.
It is our intention to provid: budgetary
resources of Rs. 25 crores in 1969-70
for this purpose. The balance of the
requircments will be provided by way
of accommodation to the Food Corpora-
tion from commercial banks.

19, The improvement under food-
grains and fertilizer transactions, how-
ever, will be wiped out by the increases
in revenue and capital expenditure al-
ready mentioned and worsening under
various miscellaneous debt-deposit heads.
I have also had to provide lor some reliel
to States by way of adjustment in the
repayments to the Centre and assistance
towards the npon-Plan gaps of somc of
the States to enable them to undertake
a satisfactory Plan next year. In the
net, the resources available, at the
existing rates of taxation and on the basis
of the likely availability of iaternal
borrowing and external assistance, lcave
practically no margin for increasing Lhe
provision for the Plan to be financed
through the C:ntre's Budget next yoar.

20. The budgetary contribution of
public sector undertakings next yecar is
also not likely to show any significant
improvement over the current year. The
question of better functioning of public
sector undertakings has been examined
in detail by the Administrative Reforms
Commission as well as by the Bureau
of Public Enterprises. Government have
already taken a numb:r of decisions to
improve the working of these enterprises
and I am separately circulating a memo-
randum on this subject to Honourablc
Members,
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2l. Homourable Members may well
ask whether the margin of resources
available for the Plan could not have
bezn increased by econromics in non-Plan
expznditure. 1 have given the most
carcful thought to this question in
framing the expenditure estimates for
the coming year. But Honourable Mem-
bers would appreciate that a certain in=
crease in non-Plan expenditure is incvit-
able as it arises from contractual obliga-
tions or decisions already taken. The
transfer of completed Plan schemes to
the non-Plan side, interest charges, export
promotion, the incidence of dearness
allowance, the merger of dearness
allowance with pay and the recommenda-
tions of the Finance Commission which
belong to this category account for the
bulk of the increase in civil expenditure.
The increase of Rs. 59 crores in  defence
cxpenditure  is  expluined  mainly by
normal increases in salaries and pensions,
the additional d:arness allowance which
became due last September, merger of
dearness allowance with pay, additional
equily investment in the the production
units under the charge of the Defence
Ministry and larger  deliveries against
contracts alrcady entered into.

22, 1 should perhaps also say a
word at this stage about the scope for
deficit financing next year. This scope
cannot be defincd in terms of the needs
of the Budget. It has to be detcrmined
in relation to the needs of the ecconomy
in the light of the likely growth in pro-
duction and the saving habits of the
people.  Taking everything into account
I have come to the conclusion that a
budgetary deficit next year of roughly the
same magnitude as this year is likely
to reconcile best the concern for price
stability and the maintenance of a climate
for growth.

23, It is against this background
that Icome now to my proposals for
resource mobilization for the coming
year. In framing these proposals, how-
ever, 1 have not adopted the simple
approach of deciding first on a certain
desired level of Plan outlay and of pro-
ceeding then to raise resources on the
required scale. There are limits beyond
which resources cannot be raised in the
short-run without impairing the function-
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ing of the economy. Equally, the
annual Budget has to take into account
not only the needs of the year but the
requirements of long-term growth as well.
The approach, in other words, has to be
one of making such changes in the tax
structure as are necessary and feasible
to build up the ability of the Govern-
ment—and even more important of the
economy in gencral—to sustain  progres-
sively larger developmental outlays and
of limiting the expenditure proposals in
the short-run to the total resources that
can be so mobilised.

24, Honourable Members would now
naturally be anxious to sce how well 1
measure up to my own standards, 1
hope that in passing judgment, the cust-
omary indulgence to wards  Finance
Ministers will not be denied to me merely
because this predicament of being held
up before my own mirror is not altoge-
ther unfamiliar to me in this Honourable
House.

25. Broadly spcaking, my tax propo-
sals arc intended :

(a) to provide a mcasure of relicl
where necessary, particularly  in  the
interest of exports, savings and moderni-
sation of key industries;

(b)  to remove anomalies;

(c) to provide a further mecasure of
ratlonalisation and simplification;

(d) to plug the loopholes which
make for tax avoidance or evasion;

(e) to spread the burden of taxation
more evenly by bringing within the tax
net commodities or incomes which are
hitherto not taxed or taxed lightly in
relatlon to essentiality of consumption or
capacity to pay; and

(f) generally, to make the tax system
more responsive to the needs of economic
growth.

B:fore Honourable Msmbers conclude
that I am about lo serve them a rich
fare, 1 should reassure them that | propose
to bring up my app:tizers at suitable
intervals. 1 shall also concentrate on
the main courses, leaving the sundries to
be discovered in the Explanatory M:mo-
randum.
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Customs DUTIES

26. To begin with, an export offering
to propitiate the gods of inernational
competition. 1 propose to reduce the
export duty on jute hessian from Rs. 500
per tonne to Rs. 200 per tonne. The
duty on jute sacking is also proposed
to be reduced from Rs. 250 per tonne to
Rs. 150 per tonne, while the duty on wool
sacks and cotton bagging is being comple-
tely exempted. The export duty on tea is
being reduced from 20 per cent less 35
paise per kilogram to 15 per cent less
55 paise per kilogram. The duty on
degreased raw wool and on package tea
in metal containers is being completely
exempted while the duty on package
tea In other containers is being reduced
from 15 per centto 5 per cent. The
export duly on mica is proposed 1o be
reduced from 40 per cent to 20 per cent
in respect of loose splittings of smaller
size. The total effect of these reductions
will be a loss in revenues of Rs. 23 crores
per year,

27. Generally, we levy an  Iimport
duty of 100 per cent ad wvalorem on all
items of luxury. The duty on imported
motor cars is 60 per cent. | propose 1o
improve the value of imported motor
cars as @ status symbol by increasing
the duty to 100 per cent. In the case
of dry fruits, the present valuation for
calculating the duty is unrealistic. 1
propose to adopt a more realistic basis
for valuation which will have the effect
of raising the duty realisation. The
import duty on lubricating oil is being
raised from 15 per cent to 27} per cent
to bring it in line with the duty on
their constant companion, viz., machinery
and to give an cdge to their domestic
rivals. These changes will bring in a
revenue of Rs. 6.2 crores.

28. We levy a countervailing impont
duty whenever @ commodity is subject
to «xcise, We also have power
to levy a countervailing duty in  lieu of
the excise on the raw matcrials and
components used in any excisablc item.
No such power cxists when the commo-
dity  itsell is not excisable, [ propose
to take power to remedy this
omission, in the interest of import
substitution. In certain cases such as
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bearings, ship stores and imports by
post or air for personal use, multiplicity
of rates or classification depending on use
causes unnecessary delay and annoyance;
and I propose to rectify this also.

Excise DuTies

29. Coming to Excise Duties, it is
now generally recognised that ad valorem
duties are more rational than specilic
dutles whose incidence declines during
perlods of rising prices and increases
when prices fall. Ad valorem duties
can also act as a spur to reduction in
costs and prices. I propose, therefore,
to convert the existing specific rates into
ad valorem rates for cement, vegetable
products, electric fans, lighting bulbs and
tubes, soaps, soda ash, caustic soda and
sodium sillcate, Despite the necessity
of rounding, I have resisted the ptati
of collecting in the process any appreci-
able crumbs for the Exchequer.

30. But every rule has an exception ;
and I have been help=d by one special
circumstance in deciding on the exception
to prove this particular rule. In the case
of sugar, we have now & price for con-
trolled releases and a free market price.
The incid of the p t specific duty
when converted into an ad valorem rate,
would obviously give two different rates.
In choosing between the two rates, I have
shown some partiality for the controlled
releases on which the present basic and
additional duties work out approximately
to an ad valorem rate of 23 per cent on
an average, I have applied this rate to
all crystal sugar. As a result, there will
be no change in the average price of con-
trolled sugar with only marginal waria-
tions in the different zones. Correspon-
dingly, the duty on khandsari is proposed
at 12} per cent ad valorem with suitable
revisions in existing compounding rates.
1 hop: Honourable Members would not
object to free market sugar being taxed
at the same ad valorem rate as controlled
sugar merely because it has the incidental
effect of an additional revenue of Rs.
27.45 crores,

[SHRI NAMBIAR : Pricc of sugar
will go up.]

31. 1 propose to ievy an excise duty
at the rate of 10 per cent ad valorem on
sp:cified domestic electrical I
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and processed food. Honourable Members
will recall that last year a duty at the rate
of one paisa each was imposed on crown
corks. I propose now to unite kings and
commoners by an extension of the levy to
other similar devices for covering bottles
and containers. The levies on electrical
appliances, processed food and pilfer-proofl
caps will bring in a revenue of Rs.
4.0 crores,

32, Honourable Members would
agree that those who benefit by our
substantial investments in agriculture,
including research, irrigation facilities,
fertilizer plants, rural electrification,
credit facilities and support prices should
contribute a part of their prosperity to-
wards the cost of development in general,
This is all the more so when the benefit
of improved technology cannot yet be
shared by the majority of our farmers,
particularly in dry regions where ferti-
lizers and new seeds are not easy to apply.
Similarly, the facilities for 1ift irrigation
by power driven pumps are not spread
uniformly. 1If the benefits of the new
agricultural technology are to be carried
progressively to a growing proportion of
our farming population, the resources
needed for this purpose should come at
least in part from the beneficiaries of the
process. Against this background, I pro-
pose to levy an excise duty of 10 per cent
ad valorem on fertilizers [SOME HON.
MEMBERS : Shame, shame.] [SHRI
RANDHIR SINGH : No, Sir.] and 20
per cent ad valorem on power driven
pumps with a revenue yicld of Rs. 24,0
crores of which Rs. 22 crores would be
in respect of fertilizers.

33, Itis obviously time now for me
to turn to appelizers once again, As
Honourable Members are aware, the
cotton textile industry is going through a
difficult time. Somec rcliel in the excice
duty is, therefore, called for. The excise
duty on yam in the form of hanks of
plain straight recls is being abolished in
respect of certain counts and lowered in
respect of certain other counts. This
should benefit the handloom sector. The
powerloom sector  will benefit by the
abolition of the differential duty on sizing
even though the duty on unsized yam of
some counts in the fine and superfine

gory is being increased.  Furtber,
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duty on grey fabric is proposed to be
abolishéd and the processing surcharges
reduced by five paise per square metre on
all varieties of Medium A and non-
controlled Medium B and coarse cate-
gories of fabrics. This reliefl would very
substantially benefit the weaker cotton
mills. The total effect of all the relief
proposed will be about Rs. 15.30 crores.

34. About Rs. 9.5 crores of this loss
would, however, be made up by levying a
higher duty of 5 paise per square metre
on superfine and fine and 2.5 paise per
square metre on all other categories of
printed fabrics except the controlled ones
and by selectively levying an ad valorem
duty of 15 per cent on costlier varieties
of fabrics such as suitings, tapestry and
furnishing fabrics, turkish towels and
others which at present bear a low
incidence of duty in relation to their
price. Ln addition, I propose to double
the existing compounded levy on power-
loom fabrics and to rationalise the duty
structure on fents.

35. The duty on nylon yarn in the
lower deniers is being rcduced and this
would be compensated to some extent by
an increase in some of the higher ones.
The net effect will be a drop in revenue
of Rs. 3.9 crores. This concession should
help towards eliminating smuggling of
nylon yamm about which there has been
genuine concern.

36. The duty on confeciionery, but
not on chocolates, is being reduced from
80 paise per kilogram to 30 paise per
kilogram. The duty on electronic valves,
transistors and semi-conductor diodes used
as components by radio manufacturers is
being halved. Low priced sets manufac-
tured by the large manufacturers in the
organised sector will, however, bear a
duty of Rs. 10 per set. In the case of
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som: relief to the black and white
cincmatograph films and raise the inci-
dence on colour films. I also propose
to levy a nominal duty of two paise per
m:tre on unexpyssd cinema films. The
overall effect of the somewhat mixed
bag of concessions on confectionery, coms=
poaent parts of radios, scrap based stezl
ingots, embroidery and cinema films will
bz a revenue loss of Rs. 3.13 crores.

37. To return to more familiar ground,
I think the tims has com: when some
of the old faithfuls of indirect taxation
everywhere such as cigarettes and motor
spirit are relisved of their annual agony.
One way of achieving this is to raise the
dutizs sufficiently. I must confess that
I did not do a neat enough job in this
regard in my last two Budgsts. Accord-
ingly, I propose to increase the duty on
moator spirit by 7 paise per litre and on
cigarettes by 6 p:r cent to 18 por cent
ad valorem in the different valuc slabs
with a revenue of Rs. 29.84 crores. The
duty on sup:rior kerosene, which is being
increasingly used as an adulterant for
motor fuels, is also being raised by 4
paise per litre with a yicld of Rs. 14.40
crores.

38. The basic excise duty on jute
manufactures is being raised by Rs. 100
per tonne so as to yield a revenue of
Rs. 4.95 crores. The duty on cellulosic
and non-cellulosic staple fibres is being
raised by 20 paise per kilogram and
Rs. 12 per  kilogram  respective-
ly. The duty on rayon yarn is also
being raised by about 10 per cent of the
existing rates in all except the industrial
deniers and the margin of concession
in the rates of duty available to small
producers compared to large producers
of rayon yarn is being reduced. These
proposals on synthetic fibres and yarn
will yield an additional revenue of
Rs. 9.37 crores annoually. It is also my
intention to transfer the duty on woollen
yarn to wool tops ; and to begin with,
I am levying a small duty on wool tops
with a yicld of Rs. 6 lakhs.

3. The cumulative offect of all the
proposals relating to excise duties includ-
ing a few sundries will be an additional
revenue of Rs. 104.57 crores in a full
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year of which Rs. 79.95 crores will go
to the C:ntre and - Rs. 24.62 crores will
be the States® share. Ay a result of the
proposals relating to excise duties, there
will bs aa additional yi:ld of Rs. 26
crores on account of countsrvailing duty
most notably on fertilizer imports.

40. The schems of sclf-assessment
and removal introduced sinc: Junz 1968
has worked well and [ propose to extend
it as soon as possible to most excisable
commodities.,

DIRECT TAXATION

41, In regard to corpo:ate taxation,
I propose to extend th: tax holiday con-
cession for new industrial uadzrtakings and
ships for a furthsr period of [five years
from April 1, 1971 to Murch 31, 1976,
I have also com: to the conclusion that
the familiar instrum:nt of d:velopm:nt
rebate need not b: abandon:d or replaced
by fancier alternatives. Accordingly,
the developm:nt rebate will continu: to
be admissible, but in resp:ct of machi-
nery and plant installed after 31st March,
1970, the reduced rates already provided
in the law will apply. The ceiling in
the Companies (Profits) Surtax Act on
the aggregate corporation tax payable
by a widely-held domz=stic company at
70 per cent of its total incom= has now
becoms meaningless. But it still conti-
nues to mislead people as il the virtually
non-operative ceiling is the norm.
Accordingly, T propose to do away with
this ceiling. Public companies whose
shares are listed in a recognised Stock
Exchange in India will now be treated as
widely-held companies.

42, In order to minimise the repetitive
import of hnology and indeed to
encourage the development of local
know-how, I propose to tax income
derived by Indian companies from
the transfer or servicing of such know-
how on a concessional basis. To
encourage the modemisation of two of
our important export industries, viz.,
cotton and jute textiles, 1 propose to
include them in the list of priority
industries for the purpose of the develop-
ment rebate.

43. 1 propose to introduce later this
Session a comprehensive Bill to d
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the Income Tax Act and other rclated
enactments. In that Bill, I imtend to
provide for amortization, over a 10-year
period, of promotional expenses and
expenses on project report, market
surveys, etc. in the case of Indian com-
panies, which are not at present eligible
for any depreciation allowance or other
deduction, The amount to be amortized
will be limited to 2} per cent of the
project cost. The classification of
different items of machinery, for the pur-
poses of depreciation, is also being
considerably simplificd, and the general
rate for plant and machinery is being
raised from 7 per cent to 10 per cent.

44, In order to bring about a
smoother progression in the tax rates on
personal incomes, I propose to make a
marginal increase in the rate on personal
incomes, I propose to make a marginal
increase in the rate of tax on incomes in
the slab of Rs. 10,001 to Rs. 15,000 by
2 per cent from 15 per cent to 17 per
cent, and on incomes in the slab of Rs.
15,001 to Rs. 20,000, by 3 per cent from
20 per cent to 23 per cent.  The full
effect of these increases will fall on tax-
payers having incomes of Rs. 20,000 or
more and, taken together with the sur-
charge of 10 per cent of the basic income-
tax, the additional tax will amount in
each such case to Rs. 275 per year. These
changes arc expected 10 yizld, in a full
year, an additional revenue of Rs. 13,82
crores,

45. 1 propose to simplify and ratio-
nallse the taxation of co-operative
societies. In the case of registered firms,
1 propose to increase taxation slightly by
introducing a new slab of income between
Rs. 10,001 and Rs. 25,000 on which the
rate of basic income-tax will be 4 per
cent. This change will yicld in a full
year additional revenue of Rs. 432
Crores.

46. 1 have a special word of cheer for
authors, artists, play-wrights, musicians
and actors. In their case, 25 per cent of
the professional income derived from a
forcign source and received in India in
foreign exchange will be deducted from
taxable income. In case this creates

apprehensions of cultural drain, T would

ind Honourable Mecmbers that the
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best .things in life are generally for

export.

47. Honourable Members are aware
that there has been renewed interest in
the equity market on the part of genuine
investors, 1In order to encourage this
trend, I propose to raise the exemption
from tax cnjoyed by dividend incomes
from Indian companics from Rs. 500 at
present to Rs. 1,000 per ycar. This will
bring investment in shares in Indian
companies in llne with invesiment in
units of the Unit Trust. 1 also propose
to extend the arca of cxisting tax relief
in respect of life insurance premiums,

48, Agricultural wealth has so far
been exempt from wealth tax. This has
encouraged purchasc of such land by the
richer professional and business classes,
While this has often acted as a spur to
greater productivity in agriculture, there
is no case in cquity for taxing other pro-
ductive wealth but cxempting wealth in
the form of agricultural land. 1T am
advised by the Attorncy General that the
Parliament is competent to legislate for
the levy of wealth tax on agricultural
wealth. Accordingly, 1 propose to pro-
vide in the Wealth Tax Act for the levy
of wealth tax on the value of agricultural
land including buildings situated on or
in the immediate vicinity of such land.
Standing crops, tools, implements and
equipment such as tractors will, however,
be exempt.  Agricultural wealth will be
added to other wealth for the purposes
of the tax at the existing rates with
effect from the assessment year 1970-71.
This measure will yield additional revenue
of Rs. 5 crores in & full year. But in
view of what 1 have just said, there
would be no revenue gain in the coming
year. It is my intention to pass on the
net procecds of the revenue of wealth tax
on agricultural property to the States as
grants-in-aid.

1 shall, however, consider as to how
genuine agriculturists can be exempted
from the purvicw of this measure and will
be moving the nccessary amendment to
the Finance Bill at the appropriate
time.

49. 1 am proposing a number of
changes in the scheme of advance tax
payment 50 as 10 make it more effective
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and also to reduce theburden of compli-
ance on small-income tax payers. I am also
proposing certain changes in the scale of
pznalties under the Wealth Tax Act for
failure to fumish returns of net wealth
and to produce accounts, documents
etc. Another change proposed is meant
to ensure the smooth working of the
provision made last year for greater use
of the banking system in making pay-
ments for business expenditure,

50. Honourable Mcmbers are aware
that ordinarily it is not possible for
individuals to escape taxation on their
income by transferring their assets to their
spouse or minor children. This {is, how-
ever, often circumvented by use of the
speclal provisions relating to taxation of
a Hindu undivided family as a separate
unit. Iintend to close this loophole by
making a suitable provision in the
Amendment Bill,

51.  Altogether, the changes in direct
taxation that | have proposed will yleld
an additional revenue next year of Rs. 11
crores for the Centre and Rs, 2.5
crores for the States,

PosTs AND TELEGRAPHS

52. The Posts and Telegraphs Depart-
ment will again run into a deficit next
year, It is, therefore, proposed to revise
from dates to be notified certain telephone
and telegraph tariffs based broadly on
the recommendations of the Tariff Enquiry
Committec. A memorandum showing
the proposed changes is being circulated
along with the Budget papers. The
telephone rentals in the four principal
cities of Bombay, Calcutta, Madras and
Delhi as also for other exchanges will
be raissd. The Directory enquiry service,
which was hitherto free, will be charged.
The additional charge for Particular
Person and Fixed Time trunk calls will now
be uniformly 50 per cent of the basic
charge. Increases are also proposed on
greetings  telegrams, multiple telegrams
and telex and a few other services. These
changes are expected 10 yield in a full
year Rs. 6.46 crores, and would be just
sufficient to cover the anticipated revenue
deficit. The effect of these changes
has been accounted for in reckoning the
total internal resources of public under-
takings.
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SHRI S. M. BANERIJEE : What
about the telegrams of condemnation ?

SHRI MORARJI DESAI : That will
not be included.

SummMing Up

53, Tosum up, the net additional
revenue accruing to the Centre next year
from the measures of taxation 1 have
proposed would be about Rs. 100 crores,
of which Rs. 11 crores would be wunder
direct taxes, Rs. 80 crores under excise
duties and Rs. 9 crores under customs
duties after allowing for the reduction of
Rs. 23 crores in export duties. In addi-
tion, @ sum of about Rs. 27 crores will
accrue to the States.

54, | may now summarise the Centre’s
resources position for the next year.
The total gross revenue, after taking into
account the additional taxation measures,
is estimated at Rs. 3,519 crores, of which
Rs. 519 crores will accrue to the States
leaving Rs. 3,000 crores, for the Centre.
Non-Plan expenditure on revenue account,
including grants to States, interest
charges and defcnce expendilture, is placed
at Rs. 2,558 crores, leaving a non-Plan
revenue surplus of Rs. 442 crores. Next
year's market borrowing and external
borrowing, mnet of repayments, are
estimated at Rs. 106 crores and Rs. 691
crores respectively, After taking into
account the transactions under miscella-
neous debt desposit heads and after
providing for non-Plan capital expendi-
ture and loans, including buffer stock
provision and cash losses of some public-
sector undertakings, the resources on capi-
tal account will be Rs. 1,046 crores. The
Centre's budgetary resources for the
Plan are accordingly Rs. 1,738 crores,
including Rs. 250 crores of dcficit
financing. In addition, the public-sector
undertakings, including the Railways
and Posts & Telegraphs, are expected
to find Rs, 165 crores for the Plan out
of their own resources. The total
availability of resources for the Plan
next year, exclusive of the States
resources, will thus be Rs. 1903 crores.
Of this Rs. 615 crores have already been
earmarked for Plan assistance to the
States and Rs. 65 crores to the Unioa
Territories, leaving Rs. 1,223 crores for
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the Central Plan proper including
Centrally sponsored schemes. -

55. 'Next year's Budget makes a total
Plan provision of Rs.1,738 crores of which
Rs. 402 crorcs are in the revenue budget
and Rs, 1,336 crores are in the capital
budget. The provision on revenue
account includes Rs. 185 crores as grants-
in-aid for State Plan schemes, being 30
per cent of the block Central Plan assis-
tance payable from next year as against
an average of 20 to 25 per cent at present,
The rest of the Plan provision in the
revenue budget is on account of Union
Territories Plan as also Central Plan,
The Centrally sponsored schemes account
for a provision of Rs. 117 crores taking
revenue and capital sections together.

56. The Central Plan next year
makes a larger provision as compared to
the current year for steel production,
ports, petrochemicals, fertilizer plants,
development of iron ore mincs for export
and copper and aluminium production.
In the main, the increase in outlay
reflects the higher tempo of activity on
continuing schemes. Even so, it will give
a lillip to industrics cngaged in cons-
truction activity and specially the cngineer-
ing industries, It is also proposed to
accelerate the programme of construction
of storage for foodgrains. The institu-
tional arrangements for agricultuial credit,
particularly for fertilizer distribution and
rural electrification, are being strengthened
with neccessary budget support. Larger
outlays have also been proposed for
family planning.

57. Sir, I cannot emphasise too
strongly that my tax proposals and the
modest increase in Plan outlays next year
should be considered against the back-
ground of the severe constraint on our
resources. For the past few years, the
surplus on revenue account has been
declining. For the next year, a revenue
deficit of Rs. 60 crores at existing rates
of taxation is anticipated in the Centre's
Budget. Even afier the proposed
measures of additional taxation, the deficit
will be converted into a surplus of Rs. 40
crores only. On capital account, the
position has not sh undue deteri
tion only becausc food assistance has been
maintained at a high level due to spillover
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of impaqts from this year to next year. As
self-reliance in foodgrains is achieved, this
resource will progressively dwindle ; and
il development outlays are not to be
curtailed unduly, other m:asurcs of raising
resources will have to be devised,
Honourable Mcmbers will also appreciate
that the all-pzrvasive objective of growth
with social and political stability and
increasing sclf-reliance cannot be achicved
by budgetary policy alone. 1t will require
the disciplined panicipation of every
section of the community and every
region of the country. Only so we can
carry this great nation forward in the
struggle against mass poverty which is
as rewarding as it is arduous. 1 can only
hope that the Budget 1 have had the
honour to present makes a modest con-
tribution towards this end. Thank you.

17.50 hrs.
FINANCE BILL®*, 1969

THE DEPUTY PRIME MINISTER
AND MINISTER OF FINANCE (SHRI
MORARIJI DESAI) : 1 b:zg to move for
leave 10 introduce a Bill to give effect to
the financial proposals of the Central
Government for the financial year 1969-70

oY wy fomd (7) : sreuw Wy,
AT A9 9w g1 & A fgra
ae{t g1 mur & fe v faer fados &
aere fary fawgr s

% fraq 72 & sAva q@ FEAT
STEaT § | e & &= ¥ faer @1 Al
§3 3@ aw 1T ST & 41 fE @
FH A d A ¥ gR o w2y ¢
T T & FX A = arfam gaT
at & gaer fatie v & AT AWE
A wET ) I § f & Q@
Wi § ¥ vk faw fadvow W
farrw w<AT STEAT § 1 OF A 1A 8
Afer gt Y gww £ A frla
g et H§ Ao A g
afer w2 sfeogar ot o &
miNgee e § o § o
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fade s wmar 1 gL
(f=rawiw)

weqm W ;% 1 fime #
wfzgd 1| (awwr)

ot 7y fomd : g awmAr o, &
wfaars smar g, frow o
uT I g7 #Afaw 1 wEA Wy e
Afs ¥t & frafa fer §, s
durfrwar & art # ot g wofwr @y
fraw 72 & sifas|) ) Wiy A4,

MR. SPEAKER : The proviso has
nothing to do with this,

ot wy fomd : oy g oA Aoy

MR, SPEAKER : Will he please sit
down ? 1 will call him again.

ot vy fomd : 40w gy fa
Y wT AR E

MR. SPEAKER : [ will call him
again. Will he please sit down 7

The proviso does not apply herc at
all. I am asking you to make a briel
statement in two or three minutes. The
proviso is where a motion is opposed on
the ground that the Bill initiates lcgisla-
ton outside the legislative competence of

oft ww formd : ot & wxA o @
oAt # ft ag qm, wem
et |

MR. SPEAKER : I would not allow
him to explain that, He can straightway

say why he is opposing......
ot vy fomd : Reie & @ wew
a#f &

MR. SPEAKER : I do not think that
the Bill is outside the legislative compe-
tence. The proviso does not apply here,

SHRISURENDRANATH DWIVEDY
(Kendrapara) : | just want to understand
the procedure. Of course, we have a
right to oppose & Bill at the introduction
stage. But here the point is that the
Finance Minister has just introduced the
Finance Bill. It has not been circulated

#pyblished in Gazette of India Extraordinary, Part II, section 2, dated 28.2.65.



