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STATEMENT re. COMPTROLLER aND

AuorroR GENERAL's (Duriss, Powesrs

AND CONDITIONS OF SERVICE) AMEND-

MENT ORDINANCE AND DEPARTMENTA=

LIBATION OF UNsonm ACCOUNT3 (TRANS-
FER OF PERSONNIIL) ORDINANCE

MINISTER OF FINANCE (SHRI
C. SUBRAMANIAM): I beg to lay on
the Table an explanatory statement
(Hindi and English versions) giving
reasons for immediate legislation Pty
(1) the Comptroller and Auditor-
General's (Duties, Powers and Cond:~
tions of Service) Amendment Ordi-
nance, 1976 and (2) the Departmenta.
lisation of Union Accounts (Transfer
of Personnel) Ordinance, 1976,

1202 hrs,

GENERAL BUDGET, 1976-717—GE-
NERAL DISCUSSION—contd,

MR. SPEAKER: We now resume
further general discussion on the
Budget (General) for 1976.77. The
Finance Minister.

THE MINISTER OF FINANCE
(SHRI C. SUBRAMANIAM): Mr.
Speaker, Sir, At the outset, I would
like to express my grateful thanks
to the hon Memberg who had parti-
cipated 1n the debate On the whole,
70 Members have spoken on the bud-
get, including the two Ministers who
had intervened—357 on this side and
13 from the Opposition I do not
think that anybody would say that I
am exaggerating 1f I say that this
budget has becn generally welcomed
by the country. And the debate here
also generally reflected the mood of
the country with regard to this bud-
get, even though there were certain
political over-tones with regard to
the criticam made by some hon.
Members on the other gide and this
side, as well. The initiator of the de-
bate had stated that my budget is
based on fafth, hope and charity, if I
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remember the terms corpectly. Cer.
tainly, this is not based on charity,
to any extent; but certainly, it is
based on faith and hope—but not on
the people he had mentioned, but on
a completely different set of people.
This budget is based on the new at-
mosphere that has been created by
the promulgation of the Emergency.
Then, there is the qualitative differ.
ence that has come about in the func-
tiomng of the various organisations,
industrial. business, Government ete.
in the countty. This budget presup-
poses the continuance of these condi-
tions If there should be any disrup-
tion and again the old chaotic .ondi-
tions (ome into existence, certainly
the basis on which this budget has
been framed will fall to the ground.
But, I am sure, this House would
agree that no such catastrophe would
be allowed to happen.

The second set of people on whom
I have reposed my faith and hope is
the workers of this country. Of all
the sections of the community, the
section which responded in an excel-
lent and splendild manner was the
working class If today there is better
industrial peiformance, both in the
public sector and, to a certain extent,
in the private sector also, it is main-
ly because of the contribution which
the worker has made in this field.
Todav if stcel production is at a re-
cord level, certainly the workers can
take legitimate pride for that contri-
bution  The production of electricity
has increased, as also the production
of fertihser I am hoping that this
new discipline and the new atmos-
phere in the indu-trial relations
would continue

I know that certain section of the
trade union leadership is not quite
happy about this state of affairs, Un-
fortunately, in the trade union move-
ment also a certain amount of vested
interest has come into existence. Just
like landlordism in agriculture, la-
bour-lordism has come into existence.
My hope is, just as we want to re-
move landlordism, this labour-lord-
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ism has also got to be removed, 1 am
sure the working population, what-
ever may be the Instigation of the
mischievious section of the trade
union movement, will continue to res.
pond {o this new situation, and that
they will continue to contribute to
the growth of the economy, particu-
larly the industrial sector. My budget
is based on the faith and hope placed
on the working class as such.

The third section which has given
me confidence 1o come fo.ward with
thils high level of investment is the
scientific community and the scienti-
fic and technological comoetence that
has bern developed within the coun-
try We have, Iy and large. a reser-
voir of secientific and technical man-
power. I have no doubt in my mind
wilhout the scientific and technologi-
cal competence, we could not have
withstood the onslaught of the vari-
oug adverse factors in the interna-
tional economy and in our own eco-
nomny,

This js the tripod on which the
budget stands. Therefore, I am quite
confident, with faith in the committed
and detetmned leadership which has
given lhis new atmosphere in the
country with faith in the wourking
cluss, with fiith in the skili of our
scicntific and technological commu-
pity, the expectations created by this
budget of accelerated growth would
be ecinpletely fulfilled.

Having said this, I would like to
deal with what 1 consider to be the
centri] point of my proposals which
I am afraid did not attract sufficient
attention from this House and even
outside this House, though it has heen
taken note of ky some. That is with
reference to what 1 have called the
integrated rural development vro-
gramme,

Our basic policy is removal or era-
dicatioy of poverty. We should be
quite clear where thig poverty exists
on an extensive acale. It is in the
rural areas. It is g fact that 80 per
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cent of the people live in the rural
areas and that 70 per cent are en-
gaged in agriculture, And if we look
into the contribution made by the
rural sector and the urban sector—
when I say urban gector, I include
various industries etc,—we fing that
roughly 45 per cent of the GNP is
coniribuled by the rural sector and
55 per cent by the urban sector. What
is the implication of this? Fiftyfive
per cent of the GNP is shared by 20
per cent of the population and 45 per
cent of the GNP is shared by 80 per
cent of the population. This r. a hard
fact and, therefore, if you take into
account the per capite income in the
rurai sector, it will be only one-third
or one-fourth of the mer captte in-
come in the urban sector,

How are we going to remove this
glaring disparity between the urban
sector and the rura] sector? This is
a matter for consideration and unless
we improve the wealth-producing
capacity of the rural sector, we are
not going to bring about a transfor-
mation in the rura] economy which
alone would enable us to eradicate

poverty.

The experience of the last 25 years
of our development of varioug sorts
has established, even though it has
percolated to a certain section of the
rural sector and it is an accepted fact
that even in the rural sector only a
smal] section has derived almost all
the benefitz of that development, that
if we conlinue in the same old way
of planning and the same method of
economic development, this three tier
society would continue for ever and
large sections of the people would be
living under poverty conditions for
generationg to come.

Therefore, we have to find out an
alternative strategy for tackling this
problem. That alternative strategy
has got to be on the basis of enabling
the rural sector to produce more
wealth and participate in the general
economic development. Naturally in
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this agriculture forms the core be-
cause that i the activity round which
esonomic development m the rural
areas haz got to take place, but even
there, in view of the large population
nvolved and increasing population
and 1 view of Iimited land availabi-
lity,—you cannot increase land avail-
ability, even though marginally here
and there you can bring under culti-
vation a httle more land—if larger
and larger number of people have to
depend upon land alone, then a qua-
litative improvement cannot take
place I think this matter was dealt
with by the National Agricultural
Commission And they have made
the recommendationg that at least 30
per cent of the rural population should
be taken off the land into other acli-
vilies it may be allied aclivities Un
less this transfer takes place, even
unprovmg agriculture with all the
technology available, etc will not be
able to provide the answer to rural
population So, how 15 1t possible to
make this diversion of this large po-
pulation, which roughly comes to 75
millon of people to other activitics?
All our emplos ment programmes, till
now conceived, make only a maifinal
effect That 15 why we have to find
out an alternative te~nologvy where
we would be ab'e to divert this prob-
lem to other activities of producirg
more wealth That could happen only
on the basis of the exploitation of the
natural resources avallable in each
particular area Anqg that is why n
this paper, I have tried to i1dentify
how we have to go about 1 bringing
about this change I do not claim per-
fection for this paper As a mat-
ter of fact, 1f this would only induce
a lLittle more thinking and a debate
2 national debate, with regard to the

technology, 1 would I+ more than
satisfled

Sir, I have tried to identify what
should be the central factor with re-
gard to s approach To put it suc-
oessfully, what we must aim at is not
just an Mnprovement in the yield per
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unit of a land on a few crops or prop-
ing of the poor through make-believe
programmes of employment What 1s
called for 1s something more compre-
hensive, fundamental, a systematic
scienitfic and integrated use of all our
natural resources, and as part of this
process, enabling every person to tn-
gage himself in production and so-
cially useful occupation and earn in-
come that would meet at least mum-
mum basic needs Advance 1n science
and technology now makes sucb an
obhjective viable The question 1z how
we go about thigs task and organize
ourselves in Government and else.
where for reaching this goal

Therefore, §t 15 a question of
identifying the mnatural endowments
available 1n any paiticular region, in
any particular locality, the man-
power available there and marrying
the two fo1 the purpose of exploita-
tion That 15 why, I have identified
that the first task 15 to have this com-
piehensive natural resources sSwiV/v
without which we cannot plan and
unfortunately, today the survey tech-
nology has advanced so far that what
would have been possible to achieve
in one generalion earher (ould now

be achieveq mn ihe course of 1 few
years

Today, before we eradiate rinal
poverty, we have to use the most
«ophisticated technology for complet-
mng the survey of our natural re-
sources

Having idcentified these natural 1e-
sources, then for the purpose of cx-
ploitation of these natural resources,
we will have to evolve an approprate
technology, for this purpose This w
where the scientific community comes
i Thig is where we have to take
advantage of the scientific base which
we have fortunately bult up in aur
country The other technologles for
sophisticated production, for mase
production, ete. are already avaflable
in $he world  But this appropriate
technology for tackling the rural
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problems for the purpose of providing
technology, for exploiting the naturai
Tesources in these areas by using the
man-power more and more rather
than the maching is a matler which
we will have to engage the attention
of qur scigntists. As g matter of fact.
ihis was the full-out of our attempt
to formulate g national gcience and
technology pian, and in that, they
came to the conclusion that it is only
with a scientific approach witli regard
to the rural problems and it is only
by the application of science and
technology, that we will be able 1n
bring about regeneration of the rural
india

Panditji said, “The fulure lies with
thuse why bring science 1o the peo-
ple.” But, unfortunately, the rural
pupulation is a completg stranger 10
science and scientific developments.
Therefors, it will have to be on the
basis of our scientific community alse
getting involved into the rural prob-
lems. Fortunately, there is an aware-
ness, not merely an awarcness but a
willingness to engage themselves in
tackling the rural problems. This is
what we want to achieve.

The 1mportance of the sirategy
which 1 had indicated was, perhaps,
lost sight of hecause oi the meagre
sum of Rs. 15 crores that I had pro-
vided. Naturally, the people would
have thought, “Whay ure you going
to do with Rs. 15 crores for a
large population and a large area like
this?” This is like a small, an insig-
nificont, seed of a banyan. I have
sown this seed. If it 1s only allowed
to grow, it will grow into a m‘.ight_y
growth. I have purposely said, if it
is enly allowed to prow, because the
existing bureaucratic system may put
all sortg of obstacles in the growth.
Various other factors also come in:
socia] factors also came in the way. If
1 have provided Rs, 15 crores, it is not
going to solve the problem of rural
poverty but this is the purpose of
identifying a course of action. divert-
ing and deploying sufficient sclentific
manpower for this purpose and hav-
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for thig purpose. It is only on this
basis that it could be done.

This problem cannot be tackled on
the basis of macro-planning. Sitting
at New Delhi. in the Yojna Bhavan,
certainly, we can p'an for steel, we
can plan for national transport we
can plan for power and we can even
plan for major irrigation projects.
But, certainly, we cannot plan for the
problems of the rural areas because
they vary from area to area. Even
within a district, there are so many
varying factors. Unless you have in-
timate knowledge of these problems,
you cannot find solutions, That is
why, m spite of all cur professions—
we want to improve agriculture: we
want to remove buacwardness from
the rural areas, etc.—we are nut able
to do it because we do not cumpre-
hend al} these prohlems Rather, we
do not have any kuowledge ag to
what these problems gre. That 1s why.
if it has to become a sucess, the de-
centralised planning. the micro-plan-
ning becomes absclutely importunt, It
has to be at least taken to the district
level, if not to the block level,

1 have indicated that iy cannot be
done by just one set of people. There
has got to be a composite team which
will have to be brought into exist-
ence. That composite team will have
to consist of the political elements
because it is the political elements,
particularly, the dynamic potitical
elements, which can bring about the
social change, which can bring about
the social awareness, for the purpose
of making these faster and revolu-
tionary changes in the rural system.
Naturally, as I have stated, the scien-
tific component will have to be thers,
not scientists sittng in the national
laboratories but they will have te
shift their headquarters to the local
areas ang get themselves involved in
the local problems. Again, it cannot
just be one discipline. It has yot 10
be a multi-disciplinary team taking
Wito account the various conditions
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exusting in 5 particular area. The
thirg component will have to be ne-
cessarily, whcther we like 1t or not—
the administrative component but
tuned to the problemg of the rural
sector,

In my wview, this ig the only way in
which we can bring about somal
transformation, whether it be in agri-
culture or in other activities, allicd to
agricullure, agro-hased Industries, de-
centraltsed industries, ete It is here,
we find the relevancy of Gandhian
philosophy, the the relevancy ot what
Gandhija said even during the days of
freedom struggle, that by eliminating
onc exploiter, there should not be
another exploiter of the rural area
He even warned, instead of the Bn-
tishers, perhaps, the urban sector
might become the exploiter of the
rural sector. And, unfortunately, that
is what has happened This translor-
mation has to be brought about, and
we are prepared to do it But, un-
fortunately. our plang are completely
different That is why these problems
had been engaging our attention
rather than other problems—already
the fat sector, namely, the urban cec-
tor, has had its share of the spoils—
rather than the transfer of the re-
sources from the urban to the rural
sector. I hope and trust that this
(what I would cal] a small and insig-
nificant sum of Rs 15 crores) will set
in motion a sufficiently large move-
ment, a new movement, for rural re-
generation based on the application of
seience and technology This is my
humble submission and, in my view—
not that 1 wont tn minimise the vari-
ous other sectors and other problems
—§f only we are able to evolve &
stratepy for the purprze of regenera-
tion of the rural areas, we would
have done the greatest service for
posterity and for the coming genera-
tion. Let us, as representatives of the
peeple, give all encouragement for the
development of thig strategy and give
all support to the development of this
strategy and, with faith—as I said—
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in science and technology, 1 am hop-
ing thai it would be possible for us to
bring about what I would call an in=
tetratcd rural development.

I don't think I should go into fure
ther details with regard to this mate
ter which will have to be further dis-
cussedq in detuil but, during this year,
I am hoping that it should be possible
at least to take 1wo representative
districts—ong ap irrigated distriot and
the other an un-irrigated district—
~o that, in each area the problems
woirld be thiown wup and, on that
basis, to go forward; and per-
haps—in my wview—our Sixth Plan
should be based on a basically inte-
grated rura]l development with morg
and more resources being diverted for
this purpose That alone would bring
about what many of my friends here
have been pleading for during the
budget They have been asking what
we are going to do for the rural sec-
tor and for agriculture It is not just
n small ‘this" here and a small ‘that’
there which is going fo meet the si-
tuation; 1t is a structurally changed
aptroach alone which can bring about
a new life for the rura' people or,
otherwise, the urban seetor will con-
tinue to be exploiterg of the rural
sector.

Having said this as Finance Minis-
ter I have got a duty to see that while
the future developments have got to
tal'e place on the one side, the system
during the curtent period <hould be en-
abled to work In the dream of what 1s
poing to happen, 1 cannnt ignore the
roalities of the present situation——and
that is that, whatever might be the
stiuctural disparities, unless as a na=-
tion  we are stronr —industrially
strong, Scientifically ctrong and
agriculturally moving forward—we
won't have the capacity to tackle the
prohlems of ihe rural poor. If we had
thought in terms of tackling poverty
twenty-flve years ago, soon afier the
attainment of independence, we would
not have had the capacity to tackle
these problems. Today we are in &
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industrial base we have created, parti-
cularly the basic and the heavy indust-
ries which we have crealed, and the
penefits of these things will have o be
diverteq to the rural sector. We could
not have thought in terms of this rural
strategy, as 1 have already stated, bul
for the scieutific base that we have
now built up and the scientific base of
man-power we have buill up. There-
fore, while we are thinking in terms
of evolving new processes, we cannot
jgnore what exisis today and the
strengthening of what exists today.
That i why, in these budget proposals
1 have tried 1o make a few proposals
for the purpose of making the exisling
syslem nut only funchion but to be-
come a lhttle stronger. Naturally, our
priority has got to be hetler agricul-
tural production, that is the first und
foremos; thing Todey there are
warnings that there is going tu be a
worlq shortage. There was recently a
paper circulated that while till now the
soctalist block wag a surplus area, i1n
the next four or five years there will
be u deficit to the extent of 20 to 25
million tonnes every year and there
are other areas where there would be
u chortage. We have a population of
600 milhon, and while the shortages of
a smal] nation could be very easily
met. the shortage which will come
about in a large country like ours
would become unmanageable—and that
is why we have got to devole our at-
tention, cven within the limitations
that we have. on more and more agri-
cultural production. 1 know there
have been many critics of the green
revolution ang certain  prejudices
agninst it. But I would like to put
this question; but for this change in
technology in  agriculture, coulg we
thinic in terms of 114 million tons of
food-grains being produced in the
country? Perhaps if thic transfor-
mation had not been brought about in
aggi~ulture with the introduction of
new technology, other peoblems would
have arisen from it: ny country would
have provided this amount of food-
grains to support our people and we
would have not only become a hungry
nation, but we would have become a
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dying nation. Therefore, I would res-
pectiully make an appeal particularly
tv the carping critics of the green
revolution. I know there are certain
imbalances that will have to be set
right: but can you make any change
without an imbalance coming about
in the process of change? We will
have to stahilise it later on.

Therefore, I do claim that whatever
might have heen the other difficulires
as a malter of fact, plenty itself bungs
about certain difficultie; because, today,
we don't have sufficient sturage faci-
ltics and an adeqguate transport sys-
tem to deal with this, an,q therefore
we can say that thig green revolution
has brought about new problems and
we have to solve thouve problems.
Unfortunately, no perfect solution is
there; from one solution arise more
more difficult and new prohlems, That
i~ the law of progress and that is the
law of change. That has got to come
about and. therefore, we have intensi-
fied our eflort with regard to agricul-
tural production. And naturally, for
that. irrigation has to mmprove and.
for that, power is hecoming more im-
portant and, for that, fertilizerg has
to play a more important rtole. 1
know there are carping eritics even
with regard to fertilizers and they say
that we are using chemicals like ferti-
lizers more and more and for that we
have to depend only on America as we
cannot produce it. But we are pro-
ducing it. More and more feriilizers
are being produced today and we are
using them and, because of that, it
has bhecn possible for us to improve
the production, While we were deal-
ing with 60 million tonz in the 103Cs
angd 80 million tons in the 1860s, weo
are now dealing with 100 or 110 milion
tons today. Today. if we are able to
think in terms of a large investment,
it is mainly because of the success of
the green revolution. Today we are
in a position to say that we will be in
a position to build up a buffer stock.
Questions are put as to what happens
i’ there is an indifferent monsoon for
the coming Rabi crop.

Fortunately, we are huilding up a
buffer stock which will take care of us
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even if there is an adverse monsoon
in the coming kharif season. The
meteorological asirologers and other
astrologers also give us the hope that
this year is not going {o be a bad year,
it is going to be a normal-monsoon
year. Even then, we are providing
for the contingency that it mjght be
an indifferent year, and we are build-
ing up a buffer stock for this purpose.
If. however, there are two continuous
failures, perhaps, we may again be in
difficulties. Even that we may be
able to face provided our buffer stocks
are used in a judicious manner. So.
we have given that thrust for agricul-
tural development in these Budget
proposals, and if vou take intp account
the investments, what have been put
in the State sector and the Central
sector, both together, agriculture gets
the prionty in every sense.taking inio
account the pcovisiong for power, irri-
gation, fertitisers, pesticides, etc.

Naturally we are interested in the
industrial sector also. In the indus-
trial sector, we have two components:
the public sector and the private sec-
tor. ] am sure that all of us are
happy that today the public sector
apart from its having a dominant posi-
tion in investments, in production also
it is becoming more and more promi-
nent is coming to occupy a dominant
position. If 1975-76 is a goog year
industrially, that is mainly because of
the contribution made by the public
sector, Naturally, our investments
will have to be more in the public sec-
tor, so that further steps could be
taken, and we have provideg for that.
But what is not understood by the cri-
tice on the other side, particularly by
friends like Mr, Indrajit Gupta, is
how we can give any incentive at all
to The private secior and not to the
people in the private sector. 1If his
argument is that we cannot depend
upon the private sector people dnd
therefore there is no use giving the
incentive, if it is merely based on the
non-reliability of the persons who
are in the private sector—the personal
factor—, then I cam very well undet-
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stang the argument. But, foriunstely
or unfortunately, his philosophy is
that there should be no private sector
at all. He approaches everything
from that angle. But todoy our stra-
tegy, our policy, is to have ; mixed
economy. If you want to change, it is,
of course, within our hands 1o change.
But now today we want {o function in
a mixed economy, at least'for a short
term. Whal wil} happen four years
hence or five years hence, 1 do not
know. Bul ag the Finance Minister
in charge of the economy of the coun-
try today, 1 cannot throttle ihe private
sector sng try to have growth only i
the public sector. 1 will have io pro-
vide all the facilities to the private
sector us long as the private sector is
there to contribute to the ecnnomy of
the country, Naturally 1 have to take
the ather safeguards against rmonopoly
growth or exploitafion by the private
rector 0l the commumiy az a whole.
Thete are various things which we
are indertaking hy way of controls,
by way of various statutory saleguards
But human ingenuity gaes heyong the
Statues and, therefore. sometimes we
find people, as human beings Liying to
gel over some of them, even 1+ breach
of some of these regulation,, Bum
there cannot be an argumeny that 1T
should throtile the private «vctor as
such Therefore. if vou Ilnok at it
from thal point of view, both the pri-
vate secior and the publie sector, you
will realise that one is complementary
1o the other. Now all the develin-
ments 1n the public sector? Today
we have ronfined ~urselve. urly to
most of the basic industries in the
public sector and those products will
have to be utilised somewhere, and
that will have to be mainly in the pri-
vate sector. Nalurally, we cannot
have only one-sided activity, we
cannot afford to neglect the other act-
vity, the complimentarv activity., Whe-
ther some of the Members on that side
like it or not. T have to make the exist-
ing system function more effectively
ang eficiently, and that is the sttempt I
have made. Angd I would like the hon.
Members {0 look at this from this
point of view. At the same ime, we
are quite well aware of the deficienejes
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jn the privale sector. Today more
an more unitg are becoming sick.
What are the reasons for that? The
private sector wilj have fo sit and
pouse over that. As a matter of fact,
somebody has sald that capitalism is
pecoming the dustbin of socialism--
or the other way, that socialism ig be-
eoming {he dustbin of capitalism.
Whatever doeg not work in the private
gector, wWe are supposed tu take it
pver ang there is 5 great pressure.
More the sick, the greater the pre-
seure. They say: No, no, it hag be-
come In the private sector, therefore,
you beller take it over. And that
comes from all sections of the House.
This is the difficully. There are dy-
namic institutions in the private sec-
tor Once the pioneering person leav-
es the scene we find a complete collap-
se. Thete are many instances. That
ig why, toray if the private sector has
got to survive, as the public sector has
come about "because of this transfor.
mation. it is only by professionalising
the management that the private sector
can go forward. A certain perscn can
be a pivneer; certajnly he would he
uble {p teliver the goods, but that does
nol meun that it 1s inherited by the
ton, grami-son or 1t gets diverted to
the son-in-layw or the cousing or ne-
phews. This is the unfortunate aspect
of .t and. therefore, if private sectsr
should h.." e a future, it will have to he
mainly on the basis of professjonaliza-
tic:, of management and this will have
to he briught ahout. This heremtary
managerrent is going to he the bane of
the priv ite sector and unless they zet
awiy rom that, whatever support
might be ¢ ven, even without the oppo-
sition of the hon, Member: on the
other side it is bound to collapse. 1
hope anc frust, these remedia] mea-
sutes will be tuken by them,

T took the opportunity »f having
comsultations with a wide cross-section
of the huriness community, the indns-
frial community, the economic experts,
scientists ete. before formulating the
plans, Tt is only after that that a
package of incentives had been provi-
ded for—] do not deny it, an incentive
has been provided—and the private
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sector is on test today, whether after
this package of incentives they would
be able to deliver the goods or they
are going to justify the criticism
which the hon. Members have made,
You (an never rely upon the private
sector. Therefore, it is not as if it is a
dogma with me that the private sector
should always be supported. If we
find that this system does not fune-
tion, we would not hesitate to scrap
it. Therefore, it js for them to func-
tion 1n such a way justifying their
existence or face the consequcnces

In this, naturally what hag already
become sick will have to  be treatmd
properly, otherwise that would affect
others cases. That is why, I have sug-
gested the modernization of ot least
thase sectors of industry which pley
a wreat role in the economy ¢f wir
wountry ang I have idenfified them as
te.:tile industry, sugar industry, , fe
industry and engineering industry and,
of course. while these get ‘he prele-
tenice, there would be. [ m  suve,
marginally some units in otaer arees
also which would require some help in

meleramization. In that process of
modernization, streamlining of the
m.nagerent will have to take place,

otherwise you will be throwirg zo~d
mo=ev after had. Thig is one impc.:
tant aspect which we will have to
keep m mind.

1 nder these circurmstarces, we have
to look into the resource mob.lizaticn,
tFr resource mobilization for the pur
yrer of backing up of thig large-scae
plan investment Also, there should be
re;ources svailable m the commurrty
as 5 whole for the purpose of growth
in the private sector to a cerion
extent as I have already said. It 1s
corplementary to the other. It s
fir+1 this point of view that o1~ tavi-
tion measures have been evolved,

\'v eolleague. Shri Pranab Kurar
W, kherjea yesterday dealt wilh var
6us aspects of the tax relief wnich we
hate piven I would iike to make nre
poini regarding bringing down  the
“rrie of taxation from the masimum
77 1ercent {o 66 percent. Now, it has
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heen our philosophy that through
fircaj measureg we should remove dis-
“parties. But this has introduced,
‘unfortunately, another disparity, a
mere Injurious disparily, a disparity
be‘ween the honest tax-payer and the
tlishorest tax-evader. That becomes
such a glaring disparity which perhaps
inluces even the honest tax-payer
think that if that man iz able to enioy
hy evading so much if he is 1ble to
-evade tax on Rs, 100, he gains Rs 97
or in some cases when he has got to
pay Rs. 160 as tax with Rs. 100 as in-
come, then he is saved from paying
Rs. 180. 'Therefore, it becomes infec-
tious Thut Is why we thought parti-
cularly after the experience of ‘he 4i:
closvre scheme: what is it thot has
l+en disclosed” They say, it is onlv
the tip of the ice-berg If their argu-
ment is taken at its fact value that
me-.ng that there nas heen zo ich of
evagion. So, by tigthening the screw,
we hive not been able t5 avmid th's
nyasicn, in spite of all o ra- g ara
other things. That is why we have
iried to evolve a carrot anl stich
policy. a little bit of carrot and 18
the arplication of the Stick, Taat is
how this has been done,

A cnestinn ig 'ezitimately put he
,cause it is little bit complicated. ‘It is
all right as far as income-tax is con-
ceatesd, but why id you hring down
the wealth tax? WNow. I woulq l'ke
the -on Members to answer th s ow s-
ti'n

Wher. we give these tax reliefs, what
do we want to happen? Dg we want
all these to be consumed or s ived®
We vunt these to be saved. When it
15 8aved, it becomes wealth.

Therefore, if the wealth tax iz such
{hat there is no incentive for saving
ang b saving he ig calleq uo.n to
pay 100 or 180 per cent of the income
as tax, then when you give relief,
there is only more inducement to speng
than to accumulate ang save. That
‘js why we have to make the accumula.
tion of wealth also attractive enough.
Not that we completely allow it.
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That is why it 18 & ¢orollary of the
other thing. Unless you say thet

whatever we give...,

SHRI VASANT BSATHE (Akoln):
Why don’t you have it accumulated in
the hands of the government?

ShRI C. SUBRAMANIAM.....let
them spend, then it is quite a different
thing altogether. If you want them to
«nye and invest and create more wesl.
ih, then in the exjsting systemr, we
heve to see that this does bhecomne a
disincentive, This is how an integrat.
ed uporoach has been made with re-
gard to income tax and wealth-tax,

But as far as our meeting the irvest-
ment requlrements ig concerned, could
it be done only through taxation mea-
sures? Naturally, you cannit meet
current expendifure. the revenuec ex-
penditure through other savinge ar
through borrowings I do agree But,
ag far as investmeat is concerned to
a certmn extent ra doubt we dr pro-
vile the resources through taxatirn
measures alsn. Qur taxation mea-
giree are suh  to-«lav that thev not
on'v meet the current expenditure but
leave a httle for the purpose of pro-
viding 1nvestmeni also. B there is,
in mv view, a better method m the
exishing «y«tem Of course if we eo o
a diferent system altogether, ther that
is differnt What I am sining may
nnt be relevant t. a svstem which my
han, friend, Mr, Indrajit Gupta, would
h¢e to have hore But I am talking
ahout the relevancy in the exi-ting sys.
tem Therefore, savings wil] have to
be encouraged and i{ is here, 1 would
1euest the hon Members to consider
alant the proposal of continuing the
CDS Scheme. Some people seem to
thin'; that there is a breach of trust
on the part of the Government in con-
tinuing the scheme . What was the
objective of this scheme? The objec-
tive of the scheme. when it was intro-
duced, was fo contain inflation, sy that
the purchasing power of the rupee could
go up, not merely getting niore and
more rupees but for what they get,
they get more and more goods. What
has haovpenéd during the current year
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ang a part of the last year? There has
been a continuous {fall in prices.
Even though 50 percent of the DA had
been impounded, if you take the pa\'
packzet which they are taking to-day
and the pay packet which they recejv-
ed say in August 1974 when thiy sche-
me wag not introduced, and when they
were gelting their full pay after this
impounding of 50 per cent. DA, vou
will see that the purchasing power of
the pay packet has increased by about
9--12 per cent in various secgors, 1
would like to put this question to the
hon. members—do you want more
and more money but less and less
purchasing power or do you want
meney which has more and more
purchasing power? Thig ic the thing
which people have got to see. I have
not taken away the moneyr by way of
taxes. It ig their savings and savings
invested at an attractive pate of inte-
rest—12% per cent. From where
else can you get? What they have
saved for ihemselves they are taking
alonp wilh interest. At the same time
the rea; inceme of the industrial wor-
King cemmunity has improved, Do
you want this to continue or bring
about a situsation wherzin again an in-
fielicnary situation would come in =nd
even thsugh you may be getting dear-
ness zilowanee, what you woulg be
getiing by way of goods woulg he anly
less ;-.“d less? This is the econcmic
dilemmy in which we are. If we pay
the enfire dearness allowatce every
year ji will be at least Rs, 490 crores.
In aidifion to that., we are standing
by i"-:'e commitment of payiag, repay-
ing the first instalment which falls due
in July—Rs. 270 crores In have {ried
to look into it from this aspect if
this. ;.. »

(Interruptions)

SHRT INDRAJIT GUFTA (Alipore):
Wha about their Provident Fimd dues?
Is that refund 1o be made available
te them in cash or is it geing to be
credited to some other frozen account?

SHRI C SUBRAMANIAM: This Rs.
270 crores will be paid to them. There
is no doubt about it. Can we =afford
to inject Rs. 400 crores plus Rs. 270

CHAITRA 3, 1898 (SAKA)
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crores—Rs. 670 crores—and then still
say we would be able to contain infla-
tion? Anyhow, as a person responsi-
ble for formuiating the proposals be-
fore you, I do not have the confidence,
rather 1 am quite sure, if such an
amount is injected into the system, this
is bound to lead to an  inflationary
situation which will affect more than
anybody else the working class. This
is most important. That is the justifi-
cation and this is how we have look-
ed at it, and I am sure, hon. raembers
will have more opportunities {o speak

on this.

Here, also I would respectfully ap-
peal, particularly to the labour leaders
to take a more enlightened view and
not to beccme another vested interest
in it, because as far as working popu-
lation is concerned, they are vrepared
{o make this sacrifice. They are pre-
pared io contribute to *he welfare of
the country as a whole. Let us not
stand in the way. In a competitive
bid for maintaining their leadership put
forward greater and greater demand
perhaps, their approach should be let
off now at least and take the interest
which is more beneficial 10 the country
ag a whole and the economy as a
whole.

There are fwo more points to deai
with. One is the question of foreign
aid.

DR, KAILAS (Bombay Souih): For
middle class, no relief is irndicaled in
this Budget. T request, rather sugzest
raising the ceiling of income-iax
exemption limit from Rs. 8,000 to Rs.
12,000. So many other members have
also suggested the same. Tet the hon
Minister reply on this point, .

SHRI C. SUUBRAMANIAM: In July
we raised the level from Rs. 6.000 to
Rs. 8,000. Had we done it now, per-
haps it might have gone as a package.
As it was done six months bzack, it
comes into effect along with this prono.
sal. So far as relief is concerned,
yvou will find the greatest relief comes
to the small income group. Ii siarts
with Rs. 260 an odd. It comes down
gradually and ultimately ends with Hs.



159 MARCH 23, 1976 Genl. Budget, 180
Gﬁ“'ﬁ'—ﬂmtbﬁ : -w-mu_qm ¢

{Shri C. Subramaniam] of that speech alo. If thit is the

44. If you add these two~rollef under polw.*hmuwmmm
the propossl here and the relief which from the whole world and | 8o not
hed been given—the charge, that the know whether that 1 the philosophy
lower income group would not have we should adopt in the modern world,

got adequate relief will ot be substan-
tiated. If you take into account the
increase in the exemption limit for the
smaller-income group you will ind that
there is greater relief to them. Of
course, that is a minor matter because
one thing I would say, when we think
in terms of giving relief sometimes it
is not possible to computerise it and
give it in such ap equitable manmer
and all that. But that 2soect can ol-
ways be looked into,

Now I will come to the subject of
Foreign Aid. We are confronted with
the guestion thal we wanted to become
net.zero horrower by the end of Fifth
Plan and where are we now” [ wish
one could have control over the inter-
national situation. Asg you know, even
before the oil price hike an inflationary
situation crept in leading io ol crisis.
That crisis itself is a reflection of the
spiralling that has gone on in the n-
ternational economy and the inflation
has been on the rampage, if 1 may sav
so, during the last 2 or 3 years. And
regarding our imports, mainly our ma-
jor imports are Food, Fertilisers and
Fuel, the Three F's, The prices of
these thres commorilies ‘have pgone
up significantly Sorrelimes the price
as far as food is concerned is more
than three times, for petroleum and
crude oil it is more than flve {imes 1
think the hon. Member Shri Gopalan
made a suggestion that we shnuld have
no foreign aid and we should have no
exporis also. I don’t know who gave
him the philosophy.

AN HON, MEMBER: Mao, '

SHRI DINEN BHATTACHARYYA
(Serampore)- He did not say that
there should be no foreign aid. Kind-
1y read his speech. He said that we
should not gepend upon foreign ald
That is what he said.

SHRI C. SUBRAMANIAM: I have
vead hiz speech: I know ihe source

8o, as far ay that is concerned,
because of the change in the inter-
national situation which affected our
economy too, the trade gap has gohe

efforts, exporting more and mere,
earning foreign exchange und also, to
the extent possible, make it up by
by foreign assistance.

The hon, Member, Shri Indrajit
Gupta made a mention of Asoka Mehta,
but he got confused between invest-
ment and what we get sz foreign
loans. We get foreign assistance hy
way of loan sometimes under conces-
sional terms; thev are not attached to
any strings; we take those loans; we
use loan for whatever we like. This
is different from inviting foreign invest-
ment,

SHRI INDRAJIT GUPTA- [ . ied
to what extent it should be usod
for the purpose of supporting your
Budget,

SHRI C. SUBRAMANIAM: | w.ll
come to that,

SHRI INDRAJIT GUPTA: You
are not telling us where you get your
resources from

SHRI C. SUBRAMANIAM: 1 have
taken notr of it 1 will answer that
point. One question was asked - [f you
go on borrowing at this rat~ dao we
have the capacity to re-pay?

It is only during the last two or
{hree years that the tempo nf beGrrow-
ing alro has gone up I do agree; but.
if you look into the debt servics char-
ges we are incurring today, {ill recout-
ly—two years hack-—it was roundabtout
28 per cent of our export earnings.
Now 20 per cent is supposed to he a
reasonable level—20 per cent of our
expori level {n service of our debt is
reasonable. To-day if has tome down
to 18 per cent. And, therefore, from
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point of view, we have not 1each-
:“m gapger mark., But, apart Lrom
that, uitimately, we wull be able to
repay by cutting down our wmnporls as
1 have already explained it. Qur ma-
jor imports are fertiliser, oil and fuod
am sorry my good iriend.
has left this House io-

the ofl prospects are so good that
when ihese loans have to be pad, Ly
that time ai least because there 1 4
gap of ten years’ grace period, I hove

-

£
;

decade Even ta that extent ihere
would be a saving of foreign exchange
In the same way, \n regard to food
we are not going to be perpetud im-
porters of food I have no doubt in
my mind that it should be possible
for us even to cut down our imports
To-day we are reaching a level when
we are able to mamtan that tcmpo
{o see that the imports could be cu'
offt For fertilser, fortunately, the
capacity utihsation has been 1nCreas-
mng In 1975-76, there has been a re-
cord increase in the utilisation ot the
capacity and, therefore, the import of
fertihsers has been brought cown and
that more ferfiliser factoiies have
been establighed here 1f we are able
0 ehminate or cut down significantly
the import of these three commodilies
we get the capacity fo repay our loans
whatever may be the loans, on this
bams Afier all, a businessman has
fo take into account that he shoul’’ not
be afraid of taking loans, but should
¥ not infructuously use {hose losns and
not be—in a pomtion to repav them
later But he should judicisusly use it
To-day for investment he depan Is upon
loans It Is only on that basis that
the 15 building up an efficlent busincss
A good businessman is able to owld i
‘up on the bams of loans and he is able
o repay them ‘Therefore 1t vitimately
8 upon how well we are alle to
in the implemeniation of va-
s proposals That is the last ques-
! I would like to answer lecause
weven jome of the speethes which
Méixne from the learned triends opponite
$010 LS—86

i 3 .
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andicated thai thig budget 18 going to
be inflationary, particularly they men
tioned the figure of R8s 320 crores .
They said that thas amount of Rs 29
crores is being used for loan purposes
Fortunately, this year, we have lakenm
care to see that there is no geficit fund.
ng mn any of our projects We cam
take up more and more projects But
m all the projects which we Fave
taken up, we have proviaed suthcient
funds, therefore, ior Jhese puiposes,
additional resources may not be
deployed and this deficat vriil have to be
locked at from the total figure of Gov-
einment expenditure or investment,
When our budget 15 at the level of
Rs 5,000 crores, certainly, Rs 300 cro-
res will be g significant amount But,
when it becomes Rs 10,000 crores or
Rs, 13,000 crores to.day, this Rs 320
crores becomes a small percentags of
the tolal plcture and, therefore, it 18
not the figure which 1~ important but
the percentage to the totahity which 1s
umporiant and, if you tike that into
account [ make bold to say ihat this
1s a reasonable risk which we are tak-
ing as far ag this Rs 320 ciores s
toncerned But, as I said elsewhele,
that 15 not inflationary How we are
gomng o utilise those funds which we
have provided for investment i~ going
1o decide whether this budget 15 gomng
io be mflationary or not If agan
there 1s infructuous implemen‘'ation or
lengthemung of the projecis instead of
building them on schedule, I have no
doubt in m mind that this mich' lead
to inflation But thls 15 where our
admmstratise <vstem will have ‘o be
geared even nformation end 1iom.
tering systems will bhave to be built
up and they are being bwilt vp and
it 18 on ihis basis, by only immoving
our efficiency, and fortunately the na-
tional efficiency on the whole has wm-
proved and there is greater scope for
improvement, and ultimately whelher
it fs going to be inflationaiy o1 not
depends upon our national efficiency
and fortunately we have an atmosphere
in which fhg national effictency is
improving, in spite of varions forces
working to the contrary the domnat-
ing force has become national force of
eTiciency, national force of discipline
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and on this basis I have faith, hope
and confidence that we would have
greater growth, greater prosperity snd
we will set in motion a new dynamism
in our economy.
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13.02 hrs,

DEMANDS* FOR GRANTS ON
ACCOUNT (GENERAL) 1976-77

MR. SPEAKER: Now we luke up
Demands for Grants on Account. The
question is;

“Thut the respective sums not ex-
ceeding the amounis on Revenue Ac
count and Capital Account shown in
the third coJumn of the order paper,
be granied {o the Fresident, on ac-
couni, for or towards delraying the
charges during the year ending om
the 31st day of March, 1977, in res
pect of the heads of dvmands enter-
ed in the sccond column theriof
against Demands Nos 1 to 108"

The motion wns adopred

[List of Demands for Grants on Account (General® for 1976-77,Vited Iy ok Sabla)

No. of Nam: of Dumand Amourt of Dem~ d for Grart
Demard o' Accou v
Reverue - Crpial -
Rs. Rs.
MINISTERY OF AGRICULTURE AND IRRIGATION
1 D:partment of Agricultuse . . P 35,583,000 s
2 Agriculture = i 10,84,74,000 92,74-33.c00
3 Fisheries . 1,95,84,000 27,23,000

#Moved with the recommendation of the President,



