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[Mr. Deputy-Speaker]

“That Clauses 3 and 1, the Enact*
ing Formula and the Title stand part
ol the BUI”.

The motion was adopted

Causes 8 and 1, the Enacting For-
mula and the Title were added to the 
Bill.

SHRI F. H. MOHSIN: Sir, I beg 
to move:
"That the Bill be passed."

MR. DEPUTY-SPEAKER : The ques-
tion is:

"That the Bill be passed.”

The motion was adopted

13.55 hra.

GENERAL BUDGET, 1976-77— 
GENERAL DISCUSSION

MR. DEPUTY-SPEAKER : We now 
take up general discussion on the Bud-
get.

SHRI INDRAJTT GUPTA (Ali- 
pore): Mr. Deputy-Speaker, Sir, dur-
ing the last two days our Finance 
Minister has received a much larger 
share of bouquets than he is 
probably usually acqustomed to 
for the budget which he has 
presented. On a closure study of 
his budget proposal I find that there 
are some new features in it undoubt-
edly which merit attention but the 
new features are both positive and ne-
gative. There is of course, much larger 
than usual increase in the outlay for 
the Plan. This is welcome. There is
31.6 per cent additional allocation for 
the Plan outl&y, and as he has stated 
in hi* speech, this is higher titan in 
any other one year during this period 
in which we have been going in for 
Five Year Plans.

Moreover, it is also a good thing that 
this big increase in the Plan outlay 
has been proposed at a time when pxi. 
ces are not rising. Previously due to the 
terrible Inflation that was going on any
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Plan outlay was proving illusory be-
cause the physical targets Which 
were represented by those budge* 
allocations were beiqg heavily 
eroded by the tact of inflation. 
This time because at this11 
ment at least prices are not rising—
I do not know what will happen if the 
rains fail again but that is all beyond 
even the Finance Minister’s control— 
therefore this increased budget outlay 
la terms of physical targets will be 
much more meaningful than it was in 
previous years.

The second new feature is that o» 
the lace of it at any rate there is no 
sort of sweeping attempt—as was done 
in the past—to put burdens on the 
Common man in the form of a heavy 
increase in excise duties on articles of 
mats consumption or popular consump-
tion. Excise duties had become in the- 
previous years the major source of 
collecting revenue and very large amo-
unts were sought to be collected by 
imposition of excise duties. This time 
that position is not there. Some 
excise duties have been lowered, 
some excise duties have not 
been changed and a few excise 
duties have been raised also. But 
there is not that kind of general 
pattern of trying to raise a large amo-
unt of revenue by means of a sweep-
ing increase to excise duties, that is, 
indirect taxes. That is also a new fea-
ture. Thirdly, there is also another new 
feature and that, in our opinion, is the 
gibsoliftely unwarranted and danger-
ous concessions which have been made, 
which are proposed here in the budget 
proposals, to the industrial and busi-
ness community, to big business to the 
monopoly sector in our country in tbe 
private sector. These three factors are 
all new, in a sense. Not that concess-
ions were not made in the past also, 
but the range of concessions, the extent 
of the concessions, the volume of the 
concessions this time is such that cer-
tainly it represents something which is 
a break with the past 
1< bn.

Now, as far as the Plan outlay gee* 
I would say that this Is rather IBs* 
going to the tailor and ordering a very
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nic# an expensive-looking suit of clo-
thes to be made by him tor you 

There is nothing wrong with the suit, 
the suit that you would like to have 
made The suit of clothes is very nice 
U it could be made to your measure 
and would fit you, later on it would be 
very comfortable and look very smart 
—no doubt about it Buc the only 
trouble is that later on you m ay find 
that you have not got either the cloth 
or the wherewithal to buy the doth 
out of which the suit is going to be 
made I have no guaivel with the 
plan for the suit at all In fact I 
personally welcome very much things 
like the 44 per cent mtrea.se m  allo-
cations foi science end technology It 
was something whi<h was nerdcd I 
welcome the relief which has been 
provided for pensioners which was 
also very long overdue Thc*> are 
good things from the social 
points of view I welcome also, 
incidentally from my point
of view, the attention whuh is being 
given in terms of allocations to the 
developmi nt of sports of phjsitjl 
training of sports coaching themes 1 
think it is an important thing vvhuh 
is not paid ver> much attenV n to m 
this House at all

The allot.ations which have leen 
made for the core sector for pttro- 
leum. for steel fur power have all 
been substantially raided though not 
very much m the ease of ial where 
the figure is more or less constant— 
it is, not \ei> much of an in n c ss t In 
any case although proper p n o n ty  has 
been given to afritulturaj reduction 
ako the development of rrigation 
schemes, flood control fertilisers and 
so on this has not been done at the 
expense of the development of the 
core sector of Industry m the public 
sector I am glad for that becausc 
advice is being given, counsels are be 
mg given from all parts of our coun-
try and from all parts of the world 
also, to us that we should cut down 
these fund allocations for the develop, 
ment of basic and heavy ndustnes end 
concentrate more on the production of 
food I do not agree with that theory 
•t all That theory has been prcpoun- 
fJ 9 » t S —7
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ded by various foreign economists, the 
World Bank and some other gentlemen 
like that who seem to think that 
India’s interests lie in only becoming 
a grower and exporter of food, and 
we have been advised not to waste 
scarce resources in going in for this 
kind of big development of industrial 
projects As far as I tan make out, 
that theory or that advice has not teen 
heeded, and I am glad for it

But one thing 1 would just like to 
query The Minister might kindly 
clarify it laJLer on While 1 am on this 
question of the core sector, I find that 
an amount of Rs 100 crores has been 
provided for the Kudremukh project, 
although, u is admitted m the budget 
documents also, that the Kudremuicb 
project is being entirely financed by 
Iran—the woids used here axe wholly 
financed by Iran So X woald like to 
know wh> it became necessary to 
provide such a large amount ab Rs 100 
crorcs for this Kudremukh pi ject, if 
it to be w hoH> financed bj ai other 
country, because the project is meant 
pnmaril> to meet the niedj, <f that 
country 1 am not going 11110 its pros 
and cons at the moment, out as a bud- 
gcLaij exercise*, 1 would like to know 
wh> Rs 100 crores should be provided 
—not a sm all sum~for a project 
which it> to be whollj finarui. 1 by the 
Government of Iran Then? ure some 
good things But as I was smng, it 
l*- not enough to pick jut the design 
of your suit of clothes that you want 
Ui wear it is also necessary to see that 
vou get the wherewithal by v hich 
the sjit can be really tail ore 1

I iind another new thing m this bud-
get—the ver> modest amount of rs 
source mobilisation whuh hrs been 
attempted Mr Subramamam s pre- 
dec essors would 1 lhmk have shrunk 
back in hoiror at the thought that the 
additional tax yield for the central 
sector would be onl> about Rs 48 cro-
res That is the net result of the con-
cessions. The bulk of the concessions 
goes to the business and industrial 
sector, with some little in taxes and 
excise duties the net result 13 that we
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fl statutory committee, set up by a re-
solution of ParUament. That Com-
mittee, goes to Lucknow and visits the 
goods shed. A  Senior Deputy Mecha-
nical Engineer there prevents them 
from working and threatens to assault 
a member of the Committee. I com-
plained to the Minister. What hap-
pened? Not even a one-line acknow-
ledgement. Is this a serious matter or 
not?

 ̂ You talk about the emergency. What 
is there in the 20-point programme? It 
is meant for removing the inequalities 
and economic imbalances that exist 
today. And one of the things that we 
have been demanding from the begin-
ning is doing away with the contract 
system. Parliament in its wisdom 
thought of setting up this committee 
and passed a resolution for that pur-
pose. And a footling little DME has 
the cheek to assault a member of that 
Committee! Is he not showing thereby 
contempt for Parliament itself? And 
he continues in service. Not only does 
he continue, but to the workers' who 
stand up to him, he says: “off with
you, the emergency is there, yoi.; are 
retired.” And it is significant that 
among those to whom he has g-iven 
these retirement notices there is a suffi-
cient number of Muslims also. It is 
very significant that people who are 
responsible today for promoting Sakhas 
o f the RSS are also responsible for 
taking action under the emergency 
against those who belong to a minori-
ty comm.unity. Is it iustice, I ask 
you? Is this the kind of thing that 
should be allowed to continue? Hnw 
can the rafways ever improve, how 
can you t̂ et the real co-operation 
o f the workers?

I am glad that the Minister has 
thanked the railway workers for their 
co-operation, but that co-cperation 
has been in spite of the administra-
tion, in spite of all these pinpricks, all 
these attacks, and not because th=y 
are being given a fair deal. By no-
means. All the heart-burnings that 
led tsJhe strike of 1974 are still there.
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Where are your railway workers 
being given accommodation? In 
Bokaro, in Bhilai, where there is no 
private building, wheire they  hav â to 
pay fantastic amounts as rent, where- 
ever there are small places, are the 
railways not going to give quarters to 
their employees? Is this not a thing 
that is necessary for the development 
of your economy, for the more efficient 
working of the railways The Minis-
ter has not told us anything about this 
in his speech.

His speech is beautiful, in very nice 
English, perfect language, Very pic-
turesque, it can even put one to sleep 
because it is a sort of lullaby, biit at 
the same time, the reality is not there, 
and it is the reality that we have to 
face if we want to progress in this 
country. The railways need a com-
plete ovelrhaul. To begin with, these 
Railway Board people, the so-called 
experts, are now trying to become 
more and more experts, and are wait-
ing for these consultancy Projects 
abroad. What a lovely opportunity 
for them! I think they must be all 
planning to go abroad as soon as the 
Budget is over. I am not talking 
about the Ministers. The whole point 
is that the Ministers are helpless. This 
is what we have been saying again and 
again: reorganise the Railway Board 
which is misleading Parliament, mis-
leading the Ministers and leading the 
whole people of our country up the 
garden path.

SHRI G. VISWANATHAN (Wandi- 
wash): You have been saying this 
for decades. What has happened?

SHRIMATI PARVATHI KRISH-
NAN: When I say it again and again,
something sometimes impinges. Once 
Or twice, something has happened. 
So, we hope that we have struggled 
for it. But I would plead that 
unless and until you take the 
workers into confidence, unless 
you have really a serious system 
of workers’ participation in the 
m.anagement, which is there in all 
other public sector concerns, includ-
ing all the registered unions in the

- t
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industry, unless you do that, you are 
not going to get any change in the 
railways, because all the workers have 
got a right through their representa-
tives to convey what they think is 
wrong and to convey their ideas for 
setting them right.

Without a proper scientific job 
analysis you cannot achieve lasting 
results and such a scientific job ana-
lysis cannot take place unless and 
until you see that the co-operation 
of the workers is gathered in toto.

Lastly, on the question of new lines, 
Mr. Parashar, as usual, wants all to 
go to the hill station every summer. 
So, he wants that hill stations should 
bg brought into the general stream of 
railway lines. I have no quarrel with 
that. But, I think, it is time that we 
have before us a real perspective 
when, within the shortest possible 
time, New lines will be opened up, 
old lines may be overhauled, metre- 
gauge will be converted into broad- 
gauge. The largest sufferer in all this 
has consistently been the Southern 
Railway, and in the Southern Railway 
today we find more and more that the 
various goods that have been moved 
are the goods that are being moved 
constantly by road.

For instance, recently, a ne^v Tea 
Express has started from Mettuplayam 
to Cochin. This is a fast passenger 
train This train originally w^s the 
train which used to serve the students 
and the workers who w’ere going to 
the Government Press. This is a^o on 
that line. But what happened when 
it was turned into the Tea Express 
was that those small stop;; had been 
cut out. The students and the Gov-
ernment employees and others who 
used it every day, who bad their sea-
son tickets, are unable to use it. But 
the Tea Express keeps going empty up 
and down. I think they have earned 
something like Rs. 3000. I do not 
know. I am not sure of the Railway 
Board’s figures, because they 
say that they have earned Rs. 3000.
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But then they forget the other Rs. 500 
or Rs. 2000 that they have earned 
somewhere else and then bring up to 
Rs. 5000 or whati^,;er it is. The point 
is this. Ad .hocism to v/hich the Pub-
lic Accounts Comjnittee has drawn 
attention they suddenly startea a new 
train here and a new train there—is 
not going to help. That is, the recom-
mendations of the Railway Conven-
tion Committee and the Public Ac-
counts Committee have to be taken 
very seriously and have to be gone 
into with a sense of urgency and 
emergency. We are talking in a period 
of emergency. But the railways have 
to juggle up. They say that the sta-
tions are cleared; reservations are now 
more easily available. Passengers do 
appreciate that the railways have im-
proved in their services. Nobody can 
deny that and the workers have also 
got a role in that. But is that enough? 
Is that part of your national economy. 
That is something that should have 
taken place a decade ago and the Rail-
way Board needed an emergency to do 
it. Are they not ashamefl of them- 
selveis? Could thev not do it before 
the emergency? Only after the emer-
gency that they able to do it. Why 
Was it not going on previously? Could 
they not bring it before? It is not 
only in emergency that I speak, I am 
talking in terms of national progress, 
in telrms of national economy. If our 
industry is to loog up, if our industrial 
progress is to be stepped up, it cannot 
be done unless and until the railway 
also change their whole outlook, 
change their method of functioning 
and put up before the Parliament in 
the shortest possible time! a really 
comprehensive scheme reorganising 
their finances on the side, reorga-
nising themselves on the other sidct, 
and at tho same time, giving us a 
perspective of what we can foresee 
for the railways in the coming j^ears.

SHRI S. A. KADER (Bombay-Cen-
tral-South) : Mr. Deputy-Speaker,
Sir, I would like to begin my remarks 
by quoting the hon. Minister of Rail-
ways, Shri Kamlapati Tripathi, from 
his Budget Speech, on p. 13;
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country, but this time also nothing has 
been done in this regard.

I can undertand some argument 
about income-tax, but what is the justi-
fication for the steep reduction made 
in the wealth tax rates ? How is it 
going to help ? We know from the 
raids and investigations carried out 
last year what enormous amounts of 
concealed wealth there must be in the 
country as a whole, apart from the dec. 
Jared ones. Only the tip of the ice> 
berg came to light in the course of the 
recent raids, searches and seizures. I 
think the concessions given in the we-
alth tax are completely immoral. In 
the higher brackets, people with Rs. 3 
lakhs or 5 lakhs worth of declared we-
alth have been given a steep reduc-
tion in wealth tax. Some correspond, 
ing tax perhaps on expenditure cculd 
have been levied. But that has not 
been done. Income-tax on big people is 
reduced drastically, weath tax is re-
duced drastically and no expenditure 
tax is levied on them.

As far as reduction in excise duty 
goes, as I have already mentioned, 
there are a iew articles which are of 
common use like soaps, tea or ready-
made garments Of course, readymade 
garments now is a field into which big 
business houses are also coming. Even 
a foreign firm like Union Carbide has 
been given licence to set up a modem 
factory for manufacturing readymade 
garments. If the cheaper variety of 
readymade garments come withm re-
duction of excise duty it is a 
good thing and I do not mind that. At 
least some people wjll have a Jjttic 
rehef. But so far tre find that ihe re-
lief in -fxcfse duty is given mainly to 
urban middle das$ people. 1 do not 
say that they should not get it. No one 
should get away with this idea that 
some relief is being given which will 
actually accrue to the really vast sec-
tions of tbe poor people either in the 
countryside or in towns. It is afterall 
people who use soaps or razor blades 
and go in for readymade garments who 
will get eome relief. There is no doubt 
about It And also those industries
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which are producing these goods were 
running into some difficulties of acc-
umulated stcds or unable to sell ihem 
today in the market. These goods like 
television sets or water coolers or re-
frigerators, can by no stretch ol ima-
gination be called mass consumption 
goods. X do not know what percentage 
of people ev$h In towns are able to 
afford these goods nowadays. They 
have given some relief, which relief, I 
think, is meant primarily to help the 
industry producing, what is still in our 
country, luxury goods.

Now, the trouble is, as I have said 
earlier,with this big increase in plan 
outlay plus the increase m tax i'on- 
ceseion mainly to the upper income 
groups, business and industrial com-
munity, the net result of these 
two things is a huge deficit. 
This deficit is sought to be 
balanced, to pom3 extent firstly 
by bank borrowings. That means 
more money will have to be lent 
by the Reserve Bank of India to 
the Government of India. That money 
will be pumped into the economy and 
to that extent, certainly it will not 
have deflationary tendency bu; u will 
have inflationary tendency. But there 
is no way of making up this deficit at 
all. Borrowings from the bank is alrea-
dy provided for Secondly, by taking 
quite a substantial amount out of the 
impounded dearness allowance fund 
of the workers. Originally, it was not 
meant to be takn out but it was meant 
to be frozen with the Reserve Bank. 
But when you have a Budget like this, 
then there is no alternative for the Go-
vernment but to lay hands on that 
fund, and they are proposing. 1 think, 
to take Rs. 480 erores out of this fro-
zen dearness allowance fund and to 
hring it back into circulation. 1 think, 
the total impounded amount will be 
about Rs. 900 erores on account of de-
arness allowance and Rs. SO erores on 
account of compulsory deposit and out 
of this it is now proposed to lake Rs. 
480 erores in order to support tbe Bud- 
«et.

Thirdly, the Minister wDl have to 
rely, and this to me Is tbe most dm-



gem i« part of the whole proposal, more 
and more on external assistance for 
budgetary support. There are not 
very many new’  projects which ore pro-
posed In thig Plan outlay; I mean new 
projects, hardly any. It means that ex-
ternal assistance will have to play a 
much more iniportant and—I should 
say- almost, in these conditions a deci-
sive role in providing support for the 
budget. Here, it is put at Rs. 819 crores 
net; i.e., after paying off our obliga-
tions for the year, we are relying on 
external assistance for Rs. 819 crores.
1 think that such an extent of foreign 
assistance for budgetary support, is not 
a very desirable thing. I am reminded 
of the day* when the mat over there 
which is now occupied by Mr Subra- 
maniam, was occupied by Mr. Asoka 
Mehta. 2 do not want that we should 
again be dragged back to that ideology 
and to that theory of Mr. Asoka Mehta, 
that the womb of the Indian economy, 
as he called it, should be opened up 
for foreign capital to come and help us 
to grow and develop. But if you don’t 
make provisions for resource mobiliza-
tion on a 'sufficiently massive scale- 
and this time it has been absolutely 
given the gobv, l«*cause those sectors 
of our so iety and economy from whom 
these resurces have to be mobilised, 
have been given the utmost and maxi-
mum concession-the Government w.ll 
have to fall back on these three things: 
first, borrowings from the bank ; sot o- 
nd, reliance on large amounts taken 
out from the forzen .impouncied dear-
ness allowance of the workers, and 
third, foreign i o.. external assistance 
There are other disturbing things also; 
e .g , the Voluntary Disclosure Scheme 
Of which we were never much in fav- 
uor, though the Minister seems to think 
that It has produced very good results.
I think that the amount that has been 
disclosed under that Scheme may not 
perhaps be one-twentieth of what has 
actually been concealed, still. However, 
even under that Scheme, it was pro-
vided that the people making those dis-
closures would have to pay the Wealth 
Tax at the old rates. Now, in this 
budget, these rates have been sharply 
rut. At the same tim e, while it is 
provided that the Compulsory Deposit
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Scheme is to continue for another year, 
no clear answer is available here, 
about tiie other countervailing part 
of it, viz., the legislation passed here 
for restriction—not legislation, but the 
scheme that was there for restriction— 
on dividend payments. We were told 
at that time that on the one hand the 
dearness allowance increases would be 
impounded to the extent of 50 per cent, 
and on the other hand, to keep the 
scales even as it were, Government 
was pulting this curb on dividend pay-
ments, so that that money will not be 
distributed to the shareholders, but 
will remain with the companies arid 
ploughed back into productive invest-
ment. Now. as far as I am able to 
understand, though it is not clearly 
spelt out, that restriction has been, or 
is going to be, removed. Now, there 
is no restriction on dividend pay-
ment, on distribution of divdend 
but on the other hand, the Compul-
sory Deposit Scheme is extended for 
another year. I would say, taking it 
by and large, that this budget is 
meant to mollify th? rich classes in 
this country, and to some extent to 
soften up the urban middle class. 
Some people are saying—may be they 
are being uncharitable, I do not 
know; you can tell me—that it is an 
election-year budget, because in case 
elections are held towards the end of 
the year,, the ruling party knows 
very well that Sts Achilles' heel may 
now turn out to be the urban middle 
c^ass T h e y  are much more confident 
about the rural countryside, though 
I do not know why, because from 
what is happening in riy part of the 
country at least, I know that the me-
dium farmers and small farmers are 
fully in a discontented state of mind, 
because of the kind of forcible re-
covery that is taking place from them, 
of loan arrears and revenue arrears. 
But, anyway, may be the ruling party 
feels that, as far as the majority of 
the people in the countryside are 
concerned, “we can be sure of their 
support”  through the 20-point pro-
gramme and tto on. But it was the 
towns and cities which were also the
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centre of JP's movement, which never 
could really spill out into the eoun- 
tryside; their main baseg were the 
towns and cities. May be, It is with 
that kind of outlook that the Minister 
is seeking to mollify the urban middle 
class to some extent, by not increas-
ing the indirect taxes, and by giving 
some relief here and there, and also 
through this massive dose of conces-
sions to the business and industrial 
community. But the fact of the 
matter remains that this huge Plan 
outlay, this big additional Plan out-
lay which is there, does not provide 
how a bigser share of the fruits of 
the developments which are envisag-
ed could really go to the poorer and 
the poorest sections in our country

Then, there are some strange things 
happening. I do not know -why all 
the Finance Minif'ten,. even those who 
were in the past such big votaries of 
prohibition, Gandhiji and all that— 
of course, the present Finance Minis-
ter does not always talk about the'«e 
things—all of them have this kind of 
weakness of every time exempting 
liquor from the taxation net.

THE MINISTER OF FINANCE 
(SHRI C SUBIIAM'VNIAMh State 
subject.

SHRI INDlw JIT GUPTA- Still, 
\ou can give s»ome kind of guidelines 
to the States. Shu Salve knows veiy 
well that along with whisky people 
take a thing called soda and that 
soda also is exempted. A11 aeraled 
water he has taxed, all sweet aerated 
water he hâ  taxed, but soda has 
boen ’ eft out so that those people who 
wjuld like their whisky need not pay 
anything extra for their soda! I do 
not Uiderstand this.

Finally, I would urge upon the 
M incer to recon ider the quite heavy 
increase in excise duty on medicines, 
on medical preparations, on all paten-
ted and proprietory medicines. I do 
not understand why, m this kind of 
taxation pattern, suddenly this item

hat been picked out like this. Most o£ 
these patented and proprietory medi-
cines consist of life saving drugs.

SHRI C. SUBRAMANIAM: They
are exempted.

SHRI INDRAJIT GUPTA: They
are not exempted.

THE MINISTER OF STATE IN 
CHARGE OF THE DEPARTMENT' 
OF REVENUE AND BANKING 
(SHRI PRANAB KUMAR MUKHER- 
JEE); Life saving drugs are exempt-
ed

SHRI INDRAJIT GUPTA: About 
80 per cent of these life-saving drugs 
are purchased and stocked by Gov-
ernment hospitals, Railway hospitals 
and ESI hospitals

SHRI VASANT SATHE lAkola): 
This is to cutb the brand name.

SHRI INDRAJIT GUPTA- No. The 
result would be that the Govern-
ment’s bil' and the bill of the Gov-
ernment institutions for the purchase 
of those drugs will go up. apart from 
the fact that the poor people who an* 
prescribed the*»e medicines* which are 
usually quite expensive, will find it 
impossible to b uy them, or the/ have 
to take Iwans, or sell their ornaments 
and vessels in order to buy them So,
I would fcuggest that this 5 per cent 
r.dcHtionaJ excise duty on these medi-
cines. which is supposed to bring in 
a revenue of Rs 18 croies, should be 
withdrawn Even at the prevailing 
rates, which is 7 5 per cent on these 
medicines, the recovery last year was 
to the tune of Rs 27 crores. and now 
what is being proposed will give an 
additional revenue of Rs. 18 crores, 
which means that in all Rt», 45 crores 
would be levied from this item of 
medicines I think medicines are not 
less important than food in our coun-
try, and this matter should please be 
reconsidered. This is a very massive 
dose of taxation on a very important 
and e^ential item.



As you know, there are three sis-
ters, Faith,, Hope and Charity, we 
reed about in the fables. It seems to 
me that the Finance Minister is re-
laying on these three sisters.

MR. DEPUTY-SPEAKER: He is
relaying on the tide in the affairs of 
the nation.

SHRI INDRAJIT GUPTA; He is 
relaying on his faith in the business 
and industarial community that it 
wii] accept the Government’s gesture 
and respond by stepping up produc-
tive investment. But it is a moot 
pctint whether this extra disposable 
income which will remain with these 
people as a result of lower taxation 
will really be used for productive in-
vestment. Theie is nothing to ensure 
that, noting to guarantee that. These 
is no system within the "Government 
machinery or any monitoring system 
by which these* extra disposable in-
comes can really be linked, physical-
ly linked, with the productive per-
formance of these people who aie 
going to be left with lakhs uiid cioie*; 
of extra money this year How aie 
you going to do that? If you do not 
ensure that. I will say you are simp-
ly idying on your faith in these 
people.

Then he is r<*lyin? on hope that 
better levcnue collections will be 
there due *o tesa evasion of taxes 
But 1 find that the speech is silent, 
•minously silent, on whether or not 
the enforcement drive, to whatever 
extent it was carried out, will conti-
nue. I know it could only touch the 
fringe of the problem, but neverthe-
less it was a welcome thing, this drive 
against evasion, these searches, these 
seizure, without which your voluntary 
disclosure scheme would not have 
worked at all even to the extent that 
it worked. It came in that back-
ground only. People were afraid. So, 
when you are dangling this big car-
rot in front of them, please also re-
mind them a bit of the dnnda in your 
jtuKod«
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SHRI C. SUBRAMAN1AM: We will 
use a bigger stick.

SHRI INDRAJIT GUPTA: You
should say it here that if they do not 
respond by playing the part which 
you are expecting them to play, 2 do 
not expect it but you must be bank-
ing on that .

SHRI C SUBRAMANIAM; I have 
the stick also

SHRI INDRAJIT GUPTA; You may 
have it, but take it out of your pock-
et.

Then, charity is from abroad, the 
foreign aid’s role in sustaining the 
Budget which, I have already ex- 
plctmed, is in danger of becoming an 
unnecessarily major component of 
our Budget-framing. This will be 
veiy dangerous Rs. 819 erores used 
for this, purj/ose is something which 
1 view Avilh a great deal of misgiving. 
Of couise, it may please the shades 
of Mr. A'-oka Mehta, but that is no 
certificate loi relying on this kind of 
thing.

Finally, I will ask him what hap-
pens if two thmps do not come oft. 
What happens if big business does 
not play fair? After all. we have 
gone through certain experiences. The 
prices of cotton crashed, but the pri-
ce* of cloth d>d not come down The 
pneec t f raw jute crashed but the 
pi ices of jute goods did not come 
down What bigger concession could 
they vw.nt than this? The prices of 
their essential raw materials which 
aie the major components in their 
coit of production, crashed ore after 
the other. The farmers growing 
cotton and raw jute were reduced to 
conditions of acute distress, but the 
prices of cloth never came down, the 
prices of jute goods *>ev3T came 
down.

Similarly, in many things it can be 
hhown how this racketeering and 
artificial rigging of prices is done an« 
how the middleman also plays & very

1897 (SAKA) General Budget, 206
1976-77—Genl. Dis,



2»7 General Sudffet, MARCH 18, 1079 General Budget, aofc
1978-77—O w l. Dig. 1976-77—Genl. Dis.

[Shri Indrajit Gupta]
important part In it. Ag far as textile 
prices go, Mr. Subramaniam has ad-
mitted In his speech, and he has said:

"Hon. Members are aware that 
in the textile trade whenever there 
is a slight pick up m demand, re-
tail prices are raised without any 
relation to changes in the cost of 
production. The benefit accrues to 
middlemen at the consumers' ex-
pense."

But what is he suggesting as the 
remedy?—that the mills will now be 
asked to stamp the maximum retail 
price on every metre of cloth for sale 
to consumers m the domestic market 
That means this i%. n°thing new To 
some extent, the middleman, margin 
o f profit may be controlled, If people 
adhere to that stamped retail price 
But what about the stamped price 
itself? And what about the price on 
the packaging? This thing, we passed 
last year that all foods which are 
sold in retail in any form of packag-
ing must have the price stamped on 
It. But what about the price? Who 
determines the price9 I can
stamp any price I like on the pack-
age. I can stamp any price on any
uncontrolled variety of cloth. Con-
trolled cloth is not going to be manu-
factured by any mill Mr D. P.
Chattopadhyaya has announced that 
he has given them freedom that they 
have not to produce even one metre 
of controlled cloth. It will all be 
done by the handlooms and power- 
looms So. the cloth which is going 
to be manufactured in the textile 
mills, who will determine the price 
which the manufacturer will stamp 
on the metre of cloth. Is this the way 
to bring about any price control I 
cannot understand

What happens if these people do 
not play fair? Then the whole cal-
culation of this Budget will go astray. 
And secondly, what happens—after 
all none of us is to be blamed for St 

if the monsoons do sot come oil

next yea* if the monsoons are poor 
Or fail as happen^ by rotation some-
times in our country. Then what 
happens? Will the inflationary pro-
cess start again? We have been lucky 
in having two year8 of good rain, two 
good crops, fortunate thing for us. 
But what happens if this does not 
continue? What happens if these big 
businessmen do not play the game, as 
I am sure, they will not We will 
all be well and truly in the soup. 
Therefore. I would say that budget 
proposals cannot get any unqualified 
support from us, though there are 
positive features in the proposals, 
which I have enumerated. But the 
dangerous extent to which the con-
cessions has been given frittering 
away the resource mobilization in this 
country to back up this plan outlay 
does not according to us forebode 
well.

DR V K R VARADARAJA RAO 
(Bellary): Mr Deputy-Speaker, Sir, I 
do not intend to go into a detailed 
discussion of the different items which 
are included in the Budget, and I am 
sure, this has been done to some ex-
tent by the Member who spoke just 
now from one particular angle, and I 
am sure, the people who would speak 
after I finish will deal with these de-
tails

What I should like to do, if I am 
given the indulgence, Sir, is to take 
a broader perspective of the econo-
mic situation as to why we have 
taken up,—what I think has been 
riehtly called, a bold experiment,— 
and how—it is going to be linked up 
with the future development of the 
country I think, there is no doubt 
about the fact that the last three- 
four years of economic experience 
that we had, has left a profound im-
pact bo<h on Government and on 
public opinion regarding the W*>d of 
regulatory and S$cal polities that we 
have been following over the years 
with a view to bring about both eco-
nomic growth and increased aodal 
justice. And I  think, it I* that W t .
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ground which is responsible for tjw 
Finance Minister t&ing to, what is 
dflled, the miracle—I would not call 
it a miracle myself—I prefer the ex-
pression used more neutral expres- 
sion—of taking calculated risk to see 
whether a new system of regulations 
and fiscal methods, will succeed in 
dealing with this kind of a problem 
we have been dealing so far, and 
which have not succeeded in dealing 
with to our satisfaction. This is the 
kind of background against which I 
should like to develop my points.

1 would say, first of all, in the last 
three or four years, our investment 
has fallen in real terms without any 
shadow of a doubt. In terms of mo-
ney values, perhaps. But in terms of 
constant prices, in the last three or 
four years, the public sector invest-
ment has fallen down considerably. 
With the rise in prices of the order 
took place from 1873-74 till towards 
the last part if 1974, the step up that 
took pl&ce in Plan outlays was not of 
a very significant order. So. the in-
vestment came down as far as the 
public sector is concerned. As far 
as the private sector is concerned, of 
course, the investment did not go up 
at all. All round, there was a fall in 
investment, in the economy, m real 
terms in the last three or four years.

Now, that m turn affected the eco-
nomic growth. The investment is al-
ways linked up with economic growth. 
Unless there is more investment, you 
cannot have more economic growth 
and you cannot step up the rate of 
economic growth. Not only that. Ac-
tually, the investment was not even 
in mam sections of the economic 
community, keeping up tho mainten-
ance of the existing equipment, re-
placement of worn-out equipment, re-
placement of obsolete or outdated 
equipment and substitution of modern 
equipment and efficient equipment. 
Therefore, all round, the investment 
was not going up, Even the existing 
investment was being corroded with 
t ie  result that the spring, purely 
from economic point o f view that
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makes for growth, namely, capital 
was not in good shape.

I think, this is one of the things 
that must have activated the Finance 
Minister in coming forward with 
these proposals. I do not think we 
should try to draw political motiva-
tions, political inferences, from the 
Budget___

SHRI ERASMO DE SEQUE1RA 
(Maramgoa): Why not?

DR. V. K. R. VARADARAJA RAO: 
Every Member of Parliament is en-
titled to draw whatever inferences 
he wants.

SHRI INDRAJIT GUPTA: May be a 
good motivation.

DR. V. K. R. VARADARAJA RAO: 
Not a political motivation. It is a 
kind of an economic exercise. I think, 
this is one of the major things that 
must have activated the Finance Mi-
nister, how to deal with the problem 
of investment, how to step up the in-
vestment. If we do not do it, how 
are we going to deal with the prob-
lem of economic growth?

I want to refrain assiduously from 
quoting statistics or figures in the 
course of my speech. But I want to 
quote a few figures. If you look at 
the figures from 1970-71, the rate of 
economic growth, either in terms of 
GNP or per capita, has come down 
steadily In 1970-71, it was 4 to 5 
per cent. Then, it came down to 3 
per cent and further even to 2 pet 
cent. If you take per capita figure, 
it is minus with a small plus in bet-
ween. Obviously, no economy could 
last for long on this basis. In per 
capita terms, ihers has been aln*ost a 
zero rate of growth in the last three 
or four years. Even in terms of GNP, 
it is not more than 2 or 2-1)2 per cent 
rate of growth. Therefore, I think, 
the first thing we must remember, if 
we are judging the Budget, fc: H »  
it or has it not become essential In 
the economy to step up investment
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and, if so, what are the options open 
to us to do bo ? I think, this is the 
first point that I would like to make.

The second background that, I 
think, explains some of the thinking 
behind the Budget has been the tre-
mendous evil effect that has been ex-
ercised in the entire economy in tho 
last thiee or four yeais, that is, the 
phenomenon of black money. We 
have been accustomed to hearing h's 
predecessor, I think, saying practi-
cally in successive Budget speeches, 
about working of what he called a 
parallel economy in the country. Eva-
sion of taxes, avoidance of taxes, eva-
sion of regulation?, smuggling, evasion 
of foreign exchange regulations, all 
these things were resulting in the 
accumulation of a system of money 
supply within the country which was 
not subject to control, which was not 
accountable, which very often 'jould 
not have been identified and yet 
which was playing a very important 
part, in my opinion, in pushing up 1he 
inflationary phenomenon it was a 
moral question as well as an •con'i- 
mic question. I think this was .in- 
other thing which the Government 
more or less—and I think quite right-
ly—made up their mind to tackle 
with all the force at their command, 
to sma«-h. to the extent within their 
power, the b’ack money phenomenon. 
I think this is, again, a background 
which has got to be taken into ac-
count while judging the budget. Whe-
ther a high rate of taxation, by itself, 
promote'* the growth of black-money 
or not. is a question on which I have 
no firm opinion because I have not 
seen anj statistical exercises So for 
os the current phenomenon is con-
cerned, some big reduction 1n taxa-
tion wa* given in 1974-75 which must 
have applied to the assessment year
1975-78, and I do not know what ex-
actly has been the effect of this It 
requires a lot of detailed analysis 
and I don’t think the data is avail-
able for a detailed analysis, sector by 
sector, group by group and so on. It
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is difficult to dis-entangl® these two 
factors or several factors together and 
say how far the rise is due to in-
creased managerial efficiency in the 
Taxation Department, but I think 
there is no question about the fact 
that in the last few months there has 
been a considerable increase in the 
managerial efficiency in the Taxation 
Department. I don't know what the 
figure is as regards the collection of 
advance payment of tax in 1975-70 as 
compared with the advance payment 
of tax in 1974-75, i.e. the previous 
year, but advance payment is one of 
the ways whereby managerial effi-
ciency can show Itself. Then, again, 
I think there was a very big step up 
because of the fear of black money 
directed against its owners and of 
those evading income-tax and waal*.h- 
tax by way of sei7ures, warnings, use 
of emergency poweis and all that. So, 
it is vciy difficult for me and 1 am 
not prepared to say, as an honr-»t 
acadtmic economist, that the high rate 
of tax i<3 by itself respotr. ihle for the 
high rate of evasion and, even if 
this were- true, per centra, whether a 
lowennc of the rale of tax will by 
itself bring about an inciea«e in the 
responsiveness of the people to r»y 
taxes. I don't know about tnat; but 
I find from this phenomena n some-
thing quite different .. .

AN HON MEMBER Ysu doi’t 
know who is doing tins?

DR. V K R VARADARAJA RAO- 
1 am afraid I don’t 1 hn\ r no con-
tact with any big tax-payoi or tax 
evader I lead a very «ecluded We, 
Mr. Deputy Speaker.

Nr .w. a thing that struck me—and 
thfo is what I want to develop labrr 
on if I get the time—is that we 
want to raise resources on the kifid 
of economy in which we function, the 
private sector plays quite an import-
ant part in the generation of income. 
X am not talking of the self-employed 
private sector where there are small
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fellow's who don’t earn even what tht 
they need to expend—the rural
poor and the urban poor and so on.
If we leave out the sector below the 
poverty line and take only what we 
call the effective population— people
who have money to spend, people who 

* can make their choice, people who have 
got the capacity to buy this and that 
and so on— the private sector in our 
country plays a very important part. 
And, in this kind of economy, a serious 
question I want to raise is whether 
it is possible for us to raise the re-
sources that we want through the 

' method of progressively higher direct 
taxation. I am glad that my friend 
Mr. Indrajit Gupta has said that he 
did not even mind 66 per ceiit if the 
exemption limit had been raised.
I do not know whether 66 per cent 
is less inducive of evasive tendencies 
or 60 per cent is less inducive of eva-
sive tendencies or 40 per cent and so 
on. But one thing I know is that, in 
almost all socialist economies, progres-
sive direct taxation of the kind em-
ployed in this country has not been 
used for purposes of resource mobili-
sation. . ..

SHRI INDRAJIT GUPTA: Because 
there are many other ways.

' DR. V. K. R. VARADARAJA RAO:
I do not Irriow why Mr. Indrajit Gupta 
takes on himself the tasK o i defending 
the system which I am not attacking. 
What I want to point out is this. I 
take very seriously what our ultimate 
object is. The ultimate object that we 
want to have in this country— I am 
sure there is no dispute on that as far 
as my Party is concerned— is establish-

-I ment of a democratic, socialist society, 
establishment of an egalitarian society, 
a very drastic reduction in inequalities 
o f income and wealth, which means 
extension of equality of opportunity 
and creation of a society where the 
quality of life wiU improve for the 
vast masses of the people. That is our 
objective and I have no doubt that we 

i  are standing by that objective. There-
fore, the larger question I want to raise 
and which may be taken up after all 
this present budget business is over
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and after the current year’s experi-
ment fails or succeeds, is this. It is 
important for us to ask ourselves this 
question: how do we mobilise resources 
for an economy that wants to become 
a democratic, socialist society, to what 
extent we can rely on direct taxes, es-
pecially on the marginal principle, be-
cause, the whole evasive tendency in 
the direct taxation comes, to a large 
extent, because of the marginal princi-
ple— suddenly, a fellow  finds that he 
makes ‘X ’ rupees more and has to pay 
at a much higher rate. As far as I am 
concerned, I have been trying to do a 
little thinking on the real philosophy 
behind this Budget, why this has come 
as it has come. One conclusion that 
stands out, as far as I am concerned, 
at the moment— I may change my mind 
later, but as far as my present think-
ing goes, this is the conclusion— is 
that, for the financing o f a society 
which is moving towards a socialist 
society— I do not say that we are in 
a socialist society, nor can we hope 
to have that in five or ten years’ time; 
it takes some time; it is not something 
which you can get by pressing a 
button— , which is moving towards a 
democratic, socialist society, what kind 
of public finance system we want to 
have. I think, this is the question 
which, to my mind, has been posed by 
what we have done in regard to the 
reduction in tho-tax-rates in the vari-
ous slabs— on the direct taxes.

I remember, exactly 42 years ago, 1 
wrote a book on taxation of inc*me in 
India, and this was published in 1934. 
Then I attacked the step system of 
income-tax and wanted the slab- 
system; I attacked the step-system of 
income-tax where there were no slabs 
and pleaded for the introduction of 
slab-system and produced a graph to 
show how the graph was very much 
smoother if we had the slab-system, 
while in the step-system there would 
be certain injustice done to certain 
income-groups. I did that 42 years 
ago. Now I am not sure in my mind—  
it may be becuse of senility or growth 
of wisdom, I do not know— whether the 
slab-system which we have adopted in 
order to give us a smooth curve, pro-
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gression curve, of direct taxes is some* 
thing which is the most appropriate 
from the point of view of direct taxa-
tion in this country.

Then, the next background apart 
from the fear of black money which, 1 
♦hink, is a justified fear and where 
something had to be done to deal with 
it,—no doubt, a reduction in tax rates 
along with all the other things— the 
tends to which Mr. Indrajit Gupta 
referred is there; I am sure, the Fin-
ance Minister has got the stick; he does 
not want to show it to Mr. Gupta, but 
the stick is somewhere about In poli-
tics you do not move in one straight, 
vertical line . . .

SHRI INDRAJIT GUPTA: You are 
holding a brief.

DR. V. K. R- VARADARAJA RAO; I 
do not hold any brief- Mr, Gupta 
sometimes holds' briefs; I have heard 
him holding briefs. I do not hold any 
brief. He knows it.

The third thing, which is a smaller 
thing, if I may say so, has over-im-
pressed the people in this country and 
when the people in this country are 
impressed, naturally Government is 
also impressed, because the Govern-
ment represents the people and what 
the people are impressed by, also im-
presses the Government. In the last 
four-five months, if 1 may let off my 
private grievance in this House, you 
could not find a single speech, a single 
statement, or an article excepting in 
one or two weeklies, which are of not 
mass circulation, presenting the point 
of view other than on® psrticulflr 
point of view, which is bound to im-
press the public opinion and may be it 
also impresses the opinion of those 
who represent the people in Govern-
ment. There has been talk of recession 
saying that there is no demand, infla-
tion has been conquered, there is no 
longer any fear of inflation, what we 
are now afraid of is desinftetion, what 
We «re now afraid of is deflation, and 
therefore, we want relation, we want
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more money to be pumped feu and, 
therefore, reduce taxes, increase the 
capital outlay, do this and do that. 
The whole idea was that more income, 
more money should be pumped into 
circulation in 'Jrdqr to deal with the 
subject of recession, Then recession 
will mean accummuluting of stock, and 
accummulating stocks, in turn lead* 
ing to lay-offs, retrenchments and the 
retrenchment of workers in the cities, 
who are articulate and vocal—not peo-
ple, who are not articulate and son- 
vocal—will create problems. The point 
is, is there any recession? I can quote 
from the Economic Survey and I can 
quote from the Reserve Bank Report 
I can also quote from other analysis 
which are not published in the mass 
media of communication. One can. 
for example, quote from the Economic 
and Political Weeklys and so on.

15.e» hi*

There have been two views on this 
and the major view has been that there 
has been some recession, some accum- 
mulution of stocks in some industries, 
but, by and large, there has been re-
covery because of the factors of re-
covery that have been there in 1975-76- 
Thanks to the very good mangement 
by Government, to its fiscal policy, to 
its momtary policy and to its invest-
ment policy, and if I may also add. 
to the increased element of managerial 
efficiency which they have brought into 
the administration of enterprises. Last 
year has seen a big step-up m the pro-
duction of power, a big step-up in the 
production of coal and a big step-up 
in the transport facilities and all these 
things are extremely relevant from tbe 
point of view of industry. Even the 
industrial rate of growth has gone up 
to 3 5 or 4 per cent if you take the 
two quarters. Some industries, have, 
of course, not been benefited. There 
are, what we call durable consumption 
goods, As a matter of fact, there it 
a mention in the speech of the Finance 
Minister, Part A. He has pointed out 
that it is true that there has be*n a 
certain amount of rectcsloft and aceuin-
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mulation of stocks in some of the 
durable consumer industries. He says, 
something has ^ot to be done to deal 
with this problem. He has sounded a 
very important note of warning. What-
ever is done will be temporary in order 

 ̂ to give them breathing time, to diversi-
fy their production, to change on the 
style o f production and how exactly 
that has to be done is a point which 
you cannot expect the Finance Minis-
ter to cover in his speech. This has to 
be carried on in the year as a whole.

There is another thing which has in-
fluenced the public opinion, I do not 
know, whether it has come in the Delhi 
papers or not, but living in Bangalore, 
we have seen huge one page advertise-
ment on the need for reducing the 
price o f petrol. If the reduction takes 
place in the excise duty on petrol, that 

^  will lead to so much more employment.
I am sure that advertisement will also 
form part of the income-tax deductible 
costs. I do not know. It is a huge one- 
page advertisement I have seen.

SHRI N, K. P. SALVE (Betul); Very 
fallacious.

D'R. V. K. R. VARADARAJA RAO:
The important thing, therefore, to 
which I want to draw your attention 
is— this is the second m ajor point I 
want to make— what kind of economy 
have we developed in our country? 
How far is the economy that is develop-
ed in our country a result of the kind 
of mixed economy we have been de-
veloping in our country? These are 
major questions and I think it is time 
that we started talking about them.
May be some years hence we may find 
satisfactory answers. What is the 
kind of economy that we have? What 
has happened? Why is it that so much 
investment has gone into durable con-
sumption goods, the demand for which 
is not from the lowest, the demand for 
which is not from the urban poor or the 
lower middle or even the middle 

^  classes?. How is it that we have been 
building up in our country what I have 
called in another context a class market 
rather than a mass market? I think this 
is a point we have been caught up. We

1897 iS A K A ) General Budget, 218 
1976-77_Genl. Dis. 

have been caught up with the fact that 
having rightly or wrongly, consciously 
or unconsciously, through our various 
measures and so on, brought about a 
class market dominated economy 
rather than a mass market dominated 
economy, we find that because of the 
black money seizure and because of 
those funds drying up, there is suddenly 
a decline in their purchasing power and 
there is a decline in the demand and 
suddenly there is a recession and there 
is accumulation of stocks and so on, 
the threat that people wiU be thrown 
out of employment, people have been 
thrown out of employment and more 
people are threatened to be thrown out 
of employment. In a way it is some-
thing where anybody, even Mr. Gupta, 
sitting on the other side, would have 
found it in the context of the con-
temporary picture very difficult to take 
a decision which will satisfy aU aspects 
of his emotional and intellectual per-
sonality . . . .

SHRI INDRAJIT GUPTA: You think 
it is really a recession?

DR. V, K, R. VARADARAJA RAO: 
Of course, there is a recession in the 
market for durable consumption goods 
— There is no doubt about it— for, what 
I would call, class consumption goods 
because the class income has fallen, 
because o f the fall in speculative and 
trading incomes and because o f the 
black mone.v being more or less at 
least to a considerable extent having 
been eroded. I would not accept Mr. 
Gupta’s statement that the voluntary 
disclosure is an ice-berg, that it only 
represents l/20th o f the concealed in-
come. I do not know on what statisti-
cal or economic or econo-metrical basis 
the fissure is worked out. The figure 
worked out is Rs, 1500 crores multi-
plied by 20, that is. 30,000 crores of 
concealed income and wealth in this 
country. I do not know. I would not 
say that everything has come out. And 
I am not also prepared to accept that 
it is only a tip of the ice-berg, that 
one-tenth shows up and nine-tenths 
down. He went a little further and 
said that it is only l/20th. It is more 
than an ice-berg, may be a baby ice-
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berg which has not shown all of It at 
the top. But apart from that, there is 
no doubt that hoarding has come to a 
stand-still. Why are our dealers not 
stocking? Why has hoarding gone 
down? Because the black money that 
was going into luxury consumption and 
hoarding and which was going into 
antisocial activities, or part of it has 
been immobilised. So the demand has 
gone down. This is the dilemma with 
which we have been posed. For the 
time being we have to solve it in the 
way we have solved it. 1 do not say 
that there was no other way. May be 
there was no other way. But I think 
this is a lesson we should draw from 
the point of view of how are we going 
to build up our future economy. 
Are we going to replace the class 
market-oriented economy by a mass 
market-oriented economy? And if we 
want to do so, what does it involve 
in terms of various kinds of structural 
changes because it seems to me that 
merely penalising somebody will not 
help. We tried regulation and con-
trols. What happened? As a result of 
licensing and regulations and controls 
we built up the monopoly houses. As 
a result of all the progressive taxation 
and other kinds of taxation, we widen- 
ed the gap between the small income 
groups and bigger income groups. The 
kinds of measures that we have tried 
in the context of bringing about a 
socialist society have failed and I would 
say th«t this Budget is the result of 
a reaction of that and at the same time, 
practical and realistic l eoause where 
do you go from here? When you find 
yourself with all the necessary facili-
ties for step-up in production, the pro-
duction is not going up. Therefore, I 
think the Finance Minister has followed 
the twin strategy—one, where he has 
not controlled but gone all out to in-
crease to the maximum possible extent 
the plan outlay. I entirely join with 
Shri Indrajit Gupta in welcoming the 
Plan outlay.

I want to ask whether this 31 per 
qent increase is on the basis of the 
figure for 1966-67 or the Budget Esti-

mate for 1965-66. Or does it take inf* 
account Rs. 500 odd erores el extra 
expenditure which was incurred on the 
Plan in 1975-76?

Going to the speech, I find that about 
Rs. 490 erores expenditure has beet* 
incurred. May be, this has been taken 
into account when you talk ot the 
increase of 31 per cent. But when It is 
not taken into account, on calcula> 
tions. we And that the rate of increase 
becomes smaller because it goes up by 
Rs. 500 erores and, therefore, the dif-
ference comes down by Rs. 500 erores. 
Therefore, the rate of growth becomes 
smaller to the tune of 22 to 23 per 
cent rather than increase of 31 per 
cent.

Budget is one of the documents on 
which you have to spend days and 
days. There was a time when I could 
read it with a fair amount of intelli-
gence but now I find it difficult to fiet 
all out of it unless I refer to a series 
of other documents which I cannot get.

The Plan outlay has been increased 
and for the right priorities. I have n» 
doubt in my mind that that is going 
to have a healthy effect on the toning 
up of the growth of economy.

The other part of the strategy is te 
increase private investment. In our 
country, while it is true that public 
sector outlay determines the fortunes 
of the private sector outlay, there is ne 
analysis to show that private invest-
ment in our country is quite as im-
portant as the public sector investment 
Take particularly the restricted field of 
Industry and Manufacture. How to 
step up private Investment? I think, 
the strategy has been to raise the dis- 
posaBle income in the hands of the 
people who will use that income for 
increased investment and consumption.

I think this is the strategy to raise 
private sector capacity to increase in-
vestment and also to go in for increas-
ed investment by tbe Public Sector. So, 
increase in investment has been 
basis of these various meastttre* ttitt 
have been devised in the Budget.



MR. DEPUTY-SPEAKER: Please .on 
elude.

DR. V. K. R. VARADARAJA RAO: 
You should be a little 1 know :ou 
are partial to the Opposition. You 
have got to be___

MR DEPUTY-SPEAKER. I am not 
partial at all. I have a request from 
your party’s whip that 30 minutes 
should t>e given to you and 20 minutes 
to the second speaker and 10 mi-
nutes

DR \ K. R VARADARAJA RAO.
I see sometimes there i& an advantage 
to stt in the Opposition to get more 
time tmrn the Deputy Speaker I can-
not change my seat onh lor this pur. 
pose.

MR DEPUTY SPEAKER No, it is 
not like that.

DR V K  R VARADARAJA RAO- 
I would say that this Budget is a 
Budget which was inevitable under 
the cin umstances under which we 
found ourselves in the current year, 
with all the opportunities tor stepping 
up the **<onomie growth If we do not 
take ad\ antage of the opportunity now 
we would lose it and if in having ad-
vantage of the opportunity we have 
resorted to measures whuh were not 
taken by the prev.ous Fin ince Minis-
ter  or somebodv else I think that i«* 
not reliant. I thmk the question las 
got to ’ e looked at functionally and 
not fr«>m the point of view of motiva-
tion or sentiment

Havmu «aid that, I would like to 
say two more things and then conclude. 
Firstly, there is no doubt that we h.ive 
given certain concessions and tho«e 
concessions have been given on the 
basis of response that will be forth* 
coming of the kind that we desire for 
those concession*. What is the res-
ponse that we desire* The first res-
ponse that we desire is an increase 
In savings; we desire an increase in 
priority Investment and we desire non- 
increase In the demand for all sorts of 
ltlxury, semi-luxury consumption 
goods This is th:. situation. I hope I 
am not mis-interpreting the philoso-
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phy behind the Budget. There have 
been concessions. Concessions have 
been there almost to everybody. Bven 
Mr Indrajit Gupta has said that no 
burden has been placed on anybody.
So, if at all you want to call it in this 
way, I would not call it a ‘Rich man's 
Budget’ or a ‘Poor man's budget'. I 
thing one can U3» a iwulral term and 
if everybody has been benefited either 
negatively or positively, in such a case, 
you can call it a ‘Sarvodaya Budget* 
b jcausc» no body has been hit Some 
people have b^cn benefited, but no-
body has been hit excepting 
those poor consumers of medi-
cines I completely agree with Mr. 
Gupta and 1 would al&o like to join 
my voice with him from our party 
to appeal to the Finance Minister. 
While he may tax thd drinks that con-
tain a large amount of alcohol, there 
are a number of proprietary and 
brand medicine? which are extremly 
and absolutely vital for people who 
have got to face vanous kinds of ill-
nesses Therefor, I hope he will do 
some re-thinking on the subvert of the 
increase in excise duties which he has 
imposed

I must conclude now and T am not 
sawng that I am for throwing up my 
hat m the air and say that we had 
a wonderful budget and a miracle had 
been achieved I would say this that 
I congratulate the Finance Minister 
for not ha\mg allowed emotional or 
sentimental or pseudo ideological, 
populist considerations to influence his 
judgment m doing what I think is a 
w ry good technocratic exercise. Sir,, 
it is a very good exercise, in trying 
to get the economy moving once again, 
by using various methods of ‘incen-
tives and concessions’ which could 
set up the investments. -,tep up growth 
and stop the recession.

Finally, Sir, speaking for myself, 1 
have not been a member of any poli-
tical partv except the Congress and 
this party too I joined after the 
Bhubaneswar Resolution was passed 
by the Congress; when the Congresa 
amended its constitution to declare 
its objective as establishment of •
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Till that time I never belonged to any 
political party at a XL But from my 
college days till now, Sir, I have only 
been somewhat anti-communist; that 
is to say, I did not like violence; I 
did not like hatred, I do not like any 
o f these things I have always been 
a social democrat from my college 
days in Bombay right up till now 
1 therefore believe that we really 
want to establish in this country a 
‘Demociatic Socialist Society’. For 
that purpose, I thmk, now, resulting 
from the kind of policy we have to 
follow m this Budget, we nave to ask 
ourselves the question whether for a 
few jears we want to let the economy 
grow in a particular way and then 
change it oi do we start bringing about 
the changes which are necesasry fiom 
now on, and m answering this ques-
tion, we must also answer the ques-
tion whether if we let these things 
grow in this way, we can pull them 
back later on We have faith and ex-
pectation I do not use the wori 
chanty, but we have hooe and ex-
pectation We stand, and my party 
stands, for a new social order, the 
establishment of a tfaw socialist 
society and this Budget is only an 
instrument for the purpose of getting 
out of the current situation and put-
ting the economy back on its rails I 
hope that m due course the re-think-
ing which will follow this particular 
budget will enable us *o establish a 
more realistic, more implomentable, 
more effective policv for bringing 
about social change

Sir, I have great pleasure u  sup-
porting the Budget.

SHRI A K GOPALAN (Palghat) • 
Mr, Deputy-Speaker, Sir, 1 am glad 
that I am speaking after Dr Rao 
Dr. Rao has represented some views 
opposite to the views which I am go-
ing to offer

Shr, tte budget presented by the 
Puiance Minister has been unani-
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mously bailed by the big business and 
big industrial circles of the country 
and it is no wonder For it is framed 
in their interest; their demands on the 
Government have been conceded. 
The common man, his sufferings, 
effective measures to improve his lot 
—all these find no place in the budget* 
except for some crumbs that have 
been thrown in here and there.

But, before dealing with those as* 
pects, within the limitations of the 
time at my disposal, I shall speak 
about one thing A great deal o t  
publicity is given in the entire Press, 
which as we al] know, i« completely 
controlled by the Government about 
the officially inspired 'elebratlons of 
“A Decade of Progress’’ that is the 
decade of Smt Indira Gandhi’s Prime 
Ministership L**t us ~ee what this 
progress have been about which an 
Euphona is” sought to be aitifidally 
created

If this is the “progress'* with regard 
to the most essential tonr; of food 
articles, the availability of cloth, tbe 
other most 'fessential artl l̂p for the 
people had declined from 15 2 metres 
in 1965-66 to 12 9 metres in 1974-75 
The Economic Survey savs that in
1975-76, cloth production had declined 
bv over 10 per cent Even if we do not 
take into account the large stocks 
that have accumulated and remains 
unsold the net a v a ila b ility  has further 
declined b> over 10 per cent, that is 
the net availability has been 116 
metres which means a reduction of 
over 23 per cent in this decade

As regards employment, unemploy 
ed on the live registers of Employ-
ment Exchanges has grown in 
1965-66 to 82,17,649 in 1373 which in-
cludes all categories seeking employ* 
ment. such as graduates, matriculates, 
skilled, semi-skilled and unskilled 
workers Figures after 1973 are not 
available. But the Economic Survey 
for 1975-76 admitted the number 
has swelled by several lakhs in 1OT4- 
75t
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The first item of progress is that 

for the first time since independence 
tbe rupee was drastically devalued. 
Why? The then Finance Minister, 
Shri Sachin Chaudhary had frankly 
admitted in a circular to the Congress 
Members of Parliament that the Wes-
tern countries, particularly, the U.S.A, 
had demanded it and threatened stop-
page of all ‘aid’ if the demand was not
complied with.

According to the Economic Survey 
o f the Government of India, for
1975-75, published a fortnight ago, 
per capita net availability of cereals 
had declined from 418 grammes in 
1065 to 373.6 grammes pe** day in 
1075; of pulses—the only source of 
some protein for the common people, 
net availability had declined from 
61.2 grammes in 1965 to 41.7 grammes 
In 1975. Of edible oil from 3 6 
k.g. to 3 2 kg (the table does not men-
tion whether it is for the whole year 
or per month). Of vanaspati from 0.8 
kg to 0 6 kg. of sugar, availability was 
5.7 kg. in 1965-66 and 5.8 kg. in
1975-76. But if the large quantity of 
sugar that has been exported in the last 
three years, whereas there were no 
exports in 1965-66, is taken into 
account that net availability would be 
much less.

The same survey says that empoly- 
ment in the private sector was, 68-5 
lakhs in 1966 and was 68 lakhs in 
1975. But these figures until 1972 did 
not include Jammu and Kashmir, but 
later on included that state. Hence 
there has been an actual decline in 
total employment in the private sec-
tor, despite all the new industries and 
expansion that have taken place 
in the period.

The increase in rural employment 
has been colossal, but of that, there 
are no official statistics. The annual 
average index of wholesale prices of 
foodgrains had gone up from 184 in 
1065-86 to 401 b  1874.75; of feel,
**3S L S-6.
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light and power from 131 in 1965-66 
to 322 in 1975. The number of people 
below the poverty line has enormously 
swelled, though official statistics are 
not available.

Central and state taxes have increas-
ed from Rs. 8,064 crores in 1972-73 to 
Rs. 12,776 crores in 1975-78, that is in 
3 years alone according to the Survey. 
It does not give the tax revenue for 
the earlier years. Ji can be safely 
stated that tax burdens on the common 
people has increased by 2} times in 
this decade.

If this has been the lot of the com-
mon people during this “decade of 
progress" what has been the portion 
of big business? The survey does not 
give statistics regarding the growth of 
assets of monopoly houses. But it is 
well known that these houses have 
grown enormously. The Economic 
Survey says that the index of prices 
of Variable Dividends of Industrial 
Securities has gone up from 76.7 (with 
base year 1961-62) to 170.7 that is dis-
closed profits have grown by 2}  times.

The Survey points out that assistance 
actually given by Government financial 
institution* like LIC, IFC, ICICI, IDB, 
IRC, State Financial Corporations* State 
Industrial Development Corporations 
and Unit Trust of India, apart, from 
Scheduled Banks and their borrowings 
from abroad guaranteed by the Govern-
ment of India have increased from 
Rs. 119.8 crores in 1965*66 to 414 
crores in 1975-76. Th total disburse-
ments for five years from 1970.71 to 
1974*75 alone amounted to Rs. 1,408.7 
crores. (Figures for the other years 
are not given in the Survey). Taking 
the decade as a whole the total dis-
bursements would easily be approach 
Rs. 2,500 crores. The bulk c.f this has 
naturally gone to monoply and big 
industrial Houses.

The most important fact, about which 
all who cherish the freedom and inde-
pendence of the country must be 
seriously concerned is the colossal fa. 
esease of dependence on foreign aid.
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Gross Foreign aid authorisation 
amounted to Rs. 4,200.8 crores upto 
the end of the 3rd Plan in 1965-66 and 
went up to Rs. 14,727.x crores by the 
end of 1974-75. Utilisation went up 
from 4,508 crores upto 1965-66 to Rs. 
13,235.5 crores in 1974-75. Adding the 
receipt of Ha 1,639 crozes received in
1975-76 as per the Economic Survey, 
the total gross assistance at the end of
1975-76 actually stood at Rs. 16,366 
crores

This means that in this 'Decade of 
Progress’ foreign aid amounted to 
Rs. 12,166 crores as against Rs. 4,200 
crores in the 15 years of the first 3 
plans—a three fold increase.

To sum up, the decline in the availa-
bility of foodgrains, edible oils, sugar 
and doth, the mass essential articles, 
from 15 to 30 per cent, pnce increase 
by nearly 250 per cent in foodgrains 
and fuel, colossal rise in unemployment, 
both rural and urban, increase in taxa-
tion by 250 per cent for the common 
people on the one hand and growth of 
monopolies, more than doubling of the 
profits of monopoly houses, increase in 
the drain on India’s resources by mul-
tinational corporations and other foreign 
monopolists on the othw, a three-fold 
increase in foreign aid, apart from a 
termendous increase in investment by 
foreign monopolies—this is the achieve-
ment of the ‘decade of progress.* Pro-
gress indeed for the Indian monopolists, 
and foreign monopolists, progress in 
taxation, progress in indebtedness and 
dependence on foreign countries. No 
amount of put-up shows and advertise-
ments in the controlled pres* can hide 
these ugly realities revealed by the 
Government's figures, which is reflected 
in the real life of the people. One must 
be ashamed of these realities.

Is there any wonder then that with 
the policies that the Government has 
been pursuing, it landed the country 
into the worst crisis and recession? 
Our Party has been warning for year* 
that the country was heading iust for 
this crista Air first, the Finance Minis-
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ter and the Industry Minister denied 
the onset of recession. But the stark 
realities could not be hidden. Now in 
the Economic Survey, they call ft 
‘sluggishness’. But they seek to bide 
the extent of the recession. They say 
it Is confined to the automobile, refri-
gerator, television end textile industries. 
They parade the fact that there has 
been an increase in production in the 
big steel factories and coal mining. But 
the Table showing the stock position at' 
the end of the year with the facilities 
in several industries has disappeared 
from this year’s Review. Why? f t  it 
because its inclusion wilt throw light 
on the extent of the recession?

But the fact is that the recession has 
been all-embracing. The increase of 
a million tonnes of steel in the public 
sector factories has been oftsrft by the 
closure of mini steel factories all over 
the country, a loss of production of 1.2 
million tonnes. And yet the stocks 
have piled up and the Government is 
looking for export of the meagre pro-
duction of steel because there is no 
internal demand.

Small engineering units have been 
closed all over the country. Wagon 
factories have a] so closed down for 
tack of orders There is accumulation 
of aluminium. The Minister of Mines 
stated in Parliament that coal has 
accumulated to the tune of over 7 lakh 
tonnes. Since then a lakh tonnes more 
have accumulated at the pitheads. If 
it goes on accumulating, there >s danger 
of a huge fire disaster also.

The Htndu dated 21 January re-
ported from official sources that Rs. 
125 crores of capital have been lock-
ed up because of closure of small 
scale industries round about Delhi 
alone. The handloom industry is in 
complete doldrums. So also tradi-
tional Industries of Kerala like coir, 
eashew nut and even the starch in-
dustry.

In addition to these there
have been mass retrwwbmen|»/lay- 
oflfe galore. Tbe Labour Minister sta-
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ted in Parttameftt that over 3 lakh 
worker* have bean 1*M off and thous-
ands have be«n retrenched In orga-
nised industrial—an understatement.
But what about the huge unemploy-
ment in the unorganised sector?

The tact is that the Indian economy 
has been stagnating rfnce 1966, the 
first year of the ‘Decade of Progress’.
It has been experiencing crisis after 
crisis, with shorter and shorter inter-
vals of pickup. It took a number of 
plan holiday* and finally it has found 
Itself unable to utilise the meagre ca-
pacity that has been created. Why? 
Because the growth of capacity was 
coming into conflict with the limita-
tions of the home market. This was 
bound to be so with the impoverishment 
of the maa« of the people—the work-
ers, tbe poor peasants and agricultu-
ral labourers. Their real income 
went in shrinking with exploitation 
by the landlords and moneylender*, 
the Capitalist’ market, increasing offi-
cial taxation and deficit financing 
leading inflation eroding the purdtae- 
ing power of the overwhelming majo-
rity of the people. Foreign loans and 
collaboration with foreign monopo-
lists means further looting of the peo-
ple. Multi-nationals operating in the 
country made huge profits with lit-
tle investment and exported it, which 
has been brought out in the Hathi 
Committee’s Report on the Drug In-
dustry. These companies with an in-
vestment of a few lakhs of rupees 
have issued shares to foreign compa-
nies for consideration# other than 
actual investment, and drained seve-
ral erores every year out of the coun-
try, and built up reserves of several 
erores, which also can be repatriated 
at any time. Increased foreign loans 
has meant exporting our commodities 
at prices dictated by the foreigners 
and purchasing their goods at enor-
mous cost—ranging between 50 to 
100 per cent more than the interna-
tional free maxfeet prices.

When the inflation*** gptwd weot 
beyond a point which tfie Govern*
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ment could not allow it to grow, the 
anti-inflationary measures that the 
Government took, hit still more the 
common man. The impounding of 
half the increase in dearness allow, 
ance and the whole of any increase 
that the workers could secure by 
their struggles, and the slashing of 
Bonus together meant withdrawal o f 
the purchasing power to the tune of 
400 and 250 erores respectively.

The credit squeeze did not affect 
the big industries very much, but 
the small Industrialists went down 
undej* its crushing weight and alone 
with them the hundreds of thousands 
of workers employed by them. True, 
this decreased the rate of inflation at 
first. After the good crop of above 
114 million tonnes foodgrains as well 
as increase in other cash crops, thanks 
to the favour of the rain god last 
year, wholesale prices of foodgrains 
have come down by 7J per cent from 
last year.

The Government parades this as its 
great achievement. That the rain god 
smiled upon the country this year. 
Was it due to propititation by the Gov-
ernment? Did the Government per-
form a massive yaga or yagna to 
please the rain god? If so, why did & 
not do so all these years? The fall is 
also due to the receipt of external as-
sistance to the tune of Rs. 854 erores 
more than what was budgeted, as sta-
ted in the speech of the finance Mi-
nister.

Further, the impounded increase in 
DA. and wage, which, at the time the 
Act was phased, it was stated would 
be kept with the Reserve Bank and 
not utilised, has been withdrawn from 
the Bank and used by the Govern-
ment. This amounted to Rs. 400 cro- 
res.

But fpr these two measures, the de-
ficit would have increased by 900 cro- 
tea.
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What did the Government do to get 
out of '‘sluggishness’ of the economy 
and stimulate investments?

Gone are the thundering* against 
the monopolists instead, in the name 
ot-incentives of investment, the Gov-
ernment gave a gift of Rs. 2S0 crores 
to the employers by the Bonus Act. 
A  Q>ate of concessions followed. Their 
unlicenced capacity was legalised 
more than. once. The Monopoly and 
Restrictive Practice Act was reduced 
a farce. The cases against Birlas 
were just frozen. Several concessions 
irere given permitting their entry in-
to those consumer goods industry 
which was previously prohibited

After the imposition of Internal 
Emergency, IS export oriented Engi-
neering Industries were allowed 25 
per cent automatic expansion of their 
licence capacity. Since all these in-
dustries are operating below capacity, 
this wouid only mean that the big In-
dustrial Houses would be able to 
benefit at the expense of the smaller 
cfnes.

On October 25* pertgission for un-
limited expqpsion wag granted to 
foreign companies and large monopoly 
houses in 30 other important indus-
tries. Rules for liberalisation for 
financing these companies from Pub-
lic Financial institutions were also an-
nounced.

With all these concessions, the re-
cession continues, unabated. Even 
the fall of 7J per cent in prices of 
foodgrams etc., has not helped revival 
activities. That is a measure of the 
erosion of purchasing power and the 
shrinking of the home market.

How does the Finance Minister 
propose to take the country out of 
the deep morass? He has accepted 
all the demsnds of the big industrial-
ists—lesser direct taxation on the 
plea that it would lead to curbing die 
tendency to evade taxation* further

incentive* to export promotion, etc.
It is not necessary for me to detail all 
these.

After the emergency, the slogan 
wag ‘produce or perish*. It did not 
mean that total industrial production 
should increase, for what has been 
produced itself is not sold and closti- 
res and lay-offs are taking place. The 
slogan only meant that every wcork-
er should produce more for increasing 
the profits of the employer, and Since 
the market cannot absorb the produc-
tion, existing workers should be 
retrenched and face starvation.

The entire strategy for industrial 
revival is now based on increasing 
exports and producing for the foreign 
markets. The budget has made pro-
posals that textile mills should pro-
duce for the export market, when our 
people are having a per capita con. 
sumption of just 11 metres per annum. 
For enabling them to compete in the 
export markets, the government pro* 
mises them help to modernise the 
mills and liberal tax rebates for the 
purpose. That this would result in 
retrenchment of workers on a large 
scale is no concern for the govern-
ment.

Another strategy on which the go-
vernment is relying for industrial re-
vival and expansion is reliance on 
foreign aid. The proud cry of ‘self- 
reliance* and *kero net aid' has vani-
shed into thin air. The inflow of gross 
foreign aid which was Rs. 678.2 crores 
in 1972-73 had jumped to Rs. 1170 
crores in 1974-75 and further went 
up to Rs. 1871.2 crores in 1975-76, 
according to the Economic Survey,
1975-70. The Finance Minister expec-
ts it to go up still further in 1970-77. 
This expectation is obviously based 
on the report of the World Bank Stu-
dy Team which haa recommended 
foreijm aid of Rs. 2090 crores fftr
1970-77 to be progressively, stepped 
up to Rs. £174 crores in 1900-01 end 
to Rs. 4720 crores i »  1900-80, This 
reliance on foreign aid would natura-
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lly lead to the need for ctiU snore 
exports. What this means to the <K>» 
untry is export at less price and Im-
port at higher prices. This can be 
seen from page 42 of the Economic 
Survey for 1970-76, where it states:

“According to the revised series 
OH index numbers compiled by the 
2KKS&S with 1968-89 as base, 
whereas the overall total value of 
our imports rose by 73 per cent in 
1974-75, the rise in the total value 
of our exports wa» only about 25 
per cent. The result is that althou-
gh there was an overall dccline of 
12i per cent in the volume of 
our Imports in 1974-75, and an 
overall increaie of 7 per cent in 
the volume eg our exports, yet the 
adverse trade balance widened."

Apart from the reliance on foreign 
aid, the government is wooing foreign 
capital and particularly the multina-
tional corporations, promising them 
cheap labour and highest profits in 
the world! Knowing fully well our 
predicament, these multinationals are 
further arm-twisting us and demand-
ing further concessions. They demand 
majority shareholding and free entry 
into any industry. The government is 
already moving in that direction. 
They allow majority shares for fore-
ign companies in export-oriented 
industries They have allowed « fore-
ign company to put up a giant shoe- 
making factory. They have allowed 
a multinational (The Indian Leaf To-
bacco Co.) to undertake fishing 1

AIT this strategy of relying an ex-
ports is bound to end in a fiasco. 
When the entire capitalist world is 
in the grip of a very deep crisis, of 
recession and inflation at the same 
time what chance is there for Indian 
imports expanding on a massive sc-
ale?

What do aU these reveal ? It is a 
tacit admission that India’s ku«e po-
pulation of nearly 909 millions, next 
only te that of China’s, given the in-
come distribution structure, It incap-
able of providing an intern*! market

lor self-generating growth. The only 
solution % a redistribution of the in-
come in favour of the vast weaker 
sections. One has only to contrast our 
country** economic experience of the 
last 29 years since independence with 
that of China to see the utter bank-
ruptcy of the Government’s policies. 
People’s China, ravaged by a long 
war with Japan lasting for over 12 
years and then three years of civil 
war started in 1949 on a much lower 
industrial and agricultural base. Des 
pite its being deprived of Soviet te-
chnical aid after a few years, despite 
the boycott of the imperialist pow-
ers till recently, it has increased it* 
production of steel to 30 million to-
nnes as against our 6 million tonnes, 
400 million tonnes of coal as against 
our 100 million tonnes and 250 mill-
ion tonnes of foodgrains as against 
our 190 million tonnes, whereas we 
are unable to seU our steel, and coal, 
there is no glut in China. Unemploy-
ment and illiteracy have been banish-
ed long ago. There has been no infla-
tion and prices have been stable.

Similarly, the socialist world, 
while t*»e capitalist world is passing 
through crisis after crisis, has been 
going forward, with rising standards 
for their entire people’s and its share 
of world industrial production has in-
creased from 25 per cent in 1951 to 
40 to 45 per cent and it is going for-
ward.

The Finance Minister seeks to give 
some protection to the handloom in-
dustry by raising the rate of excise 
duty on power loom units, the first 
two looms will be exempted and on 
the next two looms the rate of com-
pounded levy will be increased from 
100 to 125 per cent and on the rest 
the rates will be increased from Rs- 
125 to 150 I dare say that the owners 
will circumvent this levy by split- 
ing up the unite in benami name*. 
If he really intends to protect the 
handlooms, he must assure then* 
yam et cheap cost. This he 
do.
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Another important factor to be 
noticed ig that the fall in agricultu-
ral prices has been steep, hitting the 
large number of small and medium 
farmers. On the other hand, the cost 
of inputs have gone up, like increase 
in electricity rates, water rates and 
other taxation, the decrease In the 
price of fertiliser is marginal, a mere
10 per cent after an increase of 100 
per cent during the last two years. 
At the same tune, according to the 
Times of India dated 17-3-76, the 
spokesman of tbe Finance Ministry 
admitted to the Press that while the 
prices of agricultural commodities 
going into the production of industri-
al goods have steeply fallen, the pri-
ces of these industrial goods have 
not fallen at all. All this means not 
only pauperisation of the poor and 
medium peasants, but further erosion 
o f purchasing power of vast sections 
o f  our population. How can industri-
al activity revive and the economy 
get out of the recession ? But then, 
this wou’d be forgetting that the Go-
vernment does not rely upon this 
large internal market, but on expor-
ts and on the narrow elitist stratum 
of the population, consisting of the 
Tich and upper middle class. Hence 
fairly substantial cuts in excise du-
ties on such items of their use as Re-
frigerators, TV sets etc. but not on 
such items o! mass consumption as 
cloth, kerosene, sugar and so on In 
fact the mills have been totally exe-
mpted from making standard cloth 
intended for the poorest sections alto-
gether.

The Finance Minister proposes to 
continue the scheme of impounding 
half the increase in D. A. and the 
full increase of wages for another 
year, which will be refunded in five 
annual instalments. He tries to sof-
ten the attack by the promise that 
the Government stands by its earlier 
commitment in regard to the refund 
of the amounts already Impounded. 
But how will they do it? The origin-
al Act provided that pass-books will

be given to r m y  wo&er and « h -  
ployee showing the amdu»ts deposL. 
ted, month by month. This has not 
been complied with. The employers 
have made bulk deposits in banks and 
naturally the banks will refund the 
money* to them. In the absence of 
any record, the employers are likely 
to swallow up the amounts, as many 
have done with regard to the pro-
vident Fund «pd the ESI contribu-
tions made by the workers and emp-
loyees. The contribution due from 
them, of course* they withheld. The 
Finance Minister must tell the House 
what he proposes to do to see that 
these Rs, 250 crovos are not swallowed 
by the employers

The Finance Minister, in a booklet 
bearing the title “Strategy for Inte-
grated Rural Development", stresses 
the importance o f land reforms and
says:

“The item ‘land reform', in the 
context of land scarcity and the ex-
acting requirements of modern te-
chnology, should imply reforming 
land ownership and use, with em-
phasis on personal cultivation and 
management, without which there 
can be no responsibility for ensur-
ing levels of productivity.**

Very correct. It required 28 years 
after independence, for Mm to reali-
ze this simple fact which we have 
been stressing, propagating and fight-
ing for, for tbe last 30 years. And J*t 
he sets great store by the “New Eco-
nomic Programme” of the Prime Mi-
nister. That Programme only declare* 
the Government’s intention to imple-
ment the land ceiling laws, tenancy 
laws already enacted and enactment 
of laws fixing minimum wages. These 
laws do not have the intention of re-
forming land ownership and use, with 
emphasis On personal cultivation and 
management. That would require the 
taking over of all the land of tea 
landlords and distributing them to 
landless and the poor peasant*.
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B er* I want to say that alter the 
:&»ergency and the 20-point progra-
mme Which % now seven months old,
1 do not know whether land has been 
distributed anywhere. If so, I would 
like to know how much of land has 
been distributed; and as far as the 
land legislation and surplus land are 
concerned, we see even editorials in 
papers saying that in some places, 
even the availability of the land is 
not recorded.

But even these laws have remain-
ed unimplemented all these years. 
Why ? The Task Force of the Plan-
ing Commission had stated that it was 
so because of lack of political will on 
the part of the ruling party, and the 
innumerable ties that the landlords 
have with the officials. This has been 
again stated by a Committee of the 
Ministery of Agriculture six months 
after the enunciation of the New 
Economic Programme of the Prime 
Minister Mr. S. P. Appu, Joint Se-
cretary in the Planning Commission,
In a well-documented study conduc-
ted by him in 1975 on ‘‘Tenancy Re-
forms in India", says:

“Even now about 1J5 of the land 
is under tenancy and in certain re-
gions, the incidence is as high a.*
40 per cent. Even after two decad-
es of tenancy reforms, the position 
of tenants, particularly of share-
croppers, remains precarious.*'

Apart from other reasons such as 
the many loopholes in the legisla-
tions, the biggest obstacle, he points 
out, is the absence of reliable record 
of rights. Even where legislation 
was enacted to maintain such re. 
cords, it could not be effectively 
flsnfad out This be attributes to 
considering that the tenants are 
weak socially and economically, 
that they are obliged to tbe land 
owners in many ways and that 
in the context of everincreesing 
population pwwmre, there 1s keen 
competition to tarn In the available 
land. Stuih an attitude cm Che pan of 
the tenants, namely, o f not insisting
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on their rights, is not at all surprising. 
Another reason for not recording the 
names of the tenants is that the sub-
ordinate functionaries of the Revenue 
Department often act in collusion 
with the landowners. It is necessary 
to add that the superior officers have 
winked at it, for they too have their 
ties with the landlords. For the same 
reasons, the other land reform Acts 
have remained on paper all these 
years.

On March 5th, 1976, that is, nearly 
ten months after the announcement of 
the New Economic Programme, ad-
dressing a two-day conference of 
Chief Ministers, the Prime Minister 
observed that there was*

“a certain amount of lethargy and 
hesitation in implementation of land 
reforms. It was either due to peo-
ple who had a vested interest in 
not having land reforms or because 
of a general lack of appreciation of 
the vital role of land reforms.*’

It ^  a tacit admission that vested in-
terests in her party, entrenched in 
key positions in Government and or-
ganisation, obstruct the implementa-
tion of the land leform measures. 
Also, because of the ideology of the 
party as a whole, there is no political 
will in that party <o implement the 
reforms

Regarding the tenancy reforms 
she admitted that the pos>iUon was 
unsatisfactory. As regards land re-
cord* and record of rights. which 
are crucial to implement the tenancy 
laws, she admitted that the position 
was ‘‘Unsatisfactory’* She said that 
preparing records through surveys 
and settlement would *akc years. 
She, therefore, suggested that some 
ad hoc and practical methods must 
be found and that tbe Chief Minis-
ters could sLt together to thrash out 
this problem.

As regards distribution of l*»d, site 
said that in order to show achieve-
ment both common and forest lands 
were being distributed, and Added:
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Yet, allowing the landlord* to feMp> 
in their possession laad* which la not
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"I do not think thin can come 
under the heading of land reform* 
and so these figures of distribution 
are not correct figures."

So much about the claims made by 
the Government of land distribution.

The Prime Minister has further 
stated that a major problem that 
ha$ been brought to her notice was 
the collusion between the local re-
venue staff and big fanners. Non-
official participation was also not 
always helpful in pushing through 
the reforms. According to the Hin-
dustan Times of 6th March, 1976, she 
said:

*1 would like to know what la 
the experience of the States with 
the steps they have taken and 
what they thought about how to 
improve them further”

The Chief Ministers deliberated 
for two days and gave her no ans-
wer to the two crucial questions she 
had raised. Were not many of 
them, if not directly the landlords 
Or vested interests she had referred 
to, at least connected with land-
lords? How could they infuse the 
political will?

The only way ‘any land reform 
measure can be implemented is by 
organising the peasants and agricul-
tural labourers, who are directly to 
benefit from such measures, end 
make them assert their legal rights 
and take possession of them. But 
the Prime Minister only recently de-
nounced our party publicly and 
stated:

"What did the Marxists do when 
they were in the United Front 
Government In West Bengal? They 
incited the peasants to seize the 
land tram the landlords. It is il-
legal/*

theirs, according tr law, and enjoy 
it for year* it legalt But asking 
those who are Use lawful owners to 
take the lands from those who are 
in legal possession of it is illegal! 
This is the strange logic of the per-
son who formulated the new econo-
mic programme.

We are proud of what we hav* 
done. We will tell the peasant* 
and agricultural labourers that they 
cannot get their rights, unless they 
organise themselves, assert their 
rights and fight for them.

Knowing that aha has no reliable 
instrument for implementation of the 
land reforms( which she has openly 
admitted in her speech to the Chief 
Ministers’ Conference, she has pre-
vented the organisations of peasants 
and agricultural labourers from 
functioning r

The State Governments have ar-
rested o u t  cadres who have been lead-
ing the struggles for the implemen-
tation of the land reforms, for higher 
wages for agricultural labourers, for 
free house sites etc, and detained from 
under MTSA. What chance is there 
then for the fulfilment of all these 
declarations of implementing the land 
reforms, tenancy laws, minimum wa-
ge? etc. made ad nauseam?

16 hr*

They are talking about unlawful 
occupation I may give my own ex-
perience The Klsan Sabha, of which 
I am the President, announced that 
since the Government was saying that 
there was no surplus land in Kerala, 
we would show them cases o f surplus 
land. In Trivandrum, 1 got into the 
land of the Maharaja of Travancore, 
not for the purpose o f occupying it, 
but only to draw the attention of 
the Government to the fact that It 
was surplus land. For that I  was ar-
rested and X was in jail for I t  day*
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Government know* that its real po-
licies as revealed In the Budget are 
not going to take the country out of 
the abysmal crisis. They can only add 
more burdens to the people. That is 
why suppression of all the fundamen-
tal rights, unleashing of repressions 
on our cadre who tell the people the 
real truth of these policies and fight 
for their reversal has become abso-
lutely necessary, 1 refer here to an 
instance of the goonda attack that our 
cadre is facing in West Bengal with 
tbe connivance of the police and offi-
cials. I do not have the time to 
read tbe details which have appeared 
in the issue of February, 1976 of the 
CT/U Working Class. The magistrate 
who gave the judgment in that case 
was certainly a brave person.

To conclude whether there is infla-
tion or reflation or recession, the bur-
den always falls on the common peo-
ple. The affect of this Budget will 
be no exception to this rule. There is 
no worthwhile relief to the common 
people and their burdens will in-
crease, but the common people will 
see that they do not increase by their 
orgtfijsations and their struggle

SdKI N K. P. SALVE (BetuD: 
With rapt attention I heard the speech 
of Mr. Gopalan which followed the 
pattern of the speeches delivered by 
Members of his party year after year 
on the Budget His speech, like the 
speeches of th*; Members of his party, 
may have the dubious merit of a po-
litical attack, but I submit that there 
is hardly anything by way of an ob-
jective evaluation in that speech of 
the facts ar>d situations on which any 
Finance Minister of a country has to 
frame his budget. And so far as I am 
concerned, that is sufficient for his 
apeech. But what really surprised me 
was the performance of Shri Indrajit 
Gupta. He is one o f the most brilliant 
orators of this House and usually he 
is objective and erudite in his speeches 
*ad he has to he given due credit
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invariably for speaking plenty of sense 
but today 1 was not able to under-
stand the main thrust of his argu-
ments. In fact, 1 could make very 
little sense in the various arguments 
that he has advanced on different as-
pects of the matter, different facets of 
the Budget excepting possibly what 
he said about the reduction in the 
Wealth Tax rates and what he has 
to say about the impost on the medi-
cine. 1 only hope that it was not 
due to an extremely ill-digested study 
of the Budget. If he has a good look 
at the Budget, he will realise that 
most of the points that he made, in 
fact, did not exist. The one point I 
was not able to understand is where-
as he has appreciated that there was 
not any new impost and yet he 
was unhappy that there was not 
any resources mobilization by way 
Of new levies of direct and in-
direct taxes He also went out 
to say, that without more taxes how 
are you going m for massive invest" 
ment in your plan outlay. And finally 
he was apprehensive that if you are 
going m for far too much plan out-
lay, there is likelihood of tremendous 
deficit financing; There was a great in-
consistency in what he was speaking. 
At any rate, there is one point which 
I want to make clear to him. In so 
far as calculations of direct taxes are 
concerned, on which he said that there 
are concessions to big houses and mo** 
nopoly sector By that if he refers to 
indirect taxes, well, I have nothing 
to say. And if he refers to concessions 
in Wealth Tax one can understand. 
But tf he is concerned with iwr«mie tax, 
I want to point out to him that so 
far as budgetary provisions are con-
cerned, there is hardly any relief in 
direct taxation, because an estimated 
receipt has been taken in a figure of 
857, crore in the Budget against 1060 
actual in 1975-76, and 1060 includes 
the figure they have received as tax 
on voluntary disclosure scheme. So tar 
as Wealth Tax is concerned, 
f  " “ 7 reduction in the rate o f 
taxation to which he has referred T

Credit has been taken 
«**m«ted receipt of 83 crores
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.whack )s the same (52 erores) as last 
year. If they are to recover all
those jQoney, there 19 no reason to 
have the apprehension which Shri In* 
drajit Gupta spoke about.

I was one of the members of this 
Party who hailed this Budget as an 
imaginative budget, a budget which 
under the conditions could be the best 
budget, containing the best proposals, 
and after a diligent &tudy of the vari-
ous documents and papers which have 
been laid by the Finance Minister on 
the Table of the House, I feel impelled 
to an inference that this Budget is 
mdeed imaginative and marks ex-
tremely significant watershed in the 
entire management of the economy 
and the fiscal strategy of our country 
Dr Bao was absolutely right when 
he said that this was the strategy of 
a realist One must understand 
property the economic situation in 
which this Budget has been framed. 
The Budget has been properly receiv-
ed with warmth and jub illation by 
all sections of the people, through the 
length and breadth of the country, 
and in fact, it has been considered a 
reward to the nation for its hard 
work, dedication and discipline ever 
since the prot tarnation of the emer-
gency

Todav, the ertire atmosphere m the 
country is suffused with optimism 
and such opportunity no Finance Mi-
nister can let pass and that is why he 
has done this A  time had come 
when there was necessity for massive 
thrust; for a massive investment so 
that one can look forward for a pur-
poseful acceleration of the economic 
growth in this situation with strength 
and confidence. The whole country 
under the,-—as the Finance Minister 
said in his speech-resolute any dyna-
mic leadership of the Prime Minuter, 
had to fight and fight resolutely on 
M s fronts. One front was created on 

. Sfe economy of the country, where for

W ib&B. 1*, Q m m a m m *  * 4 4
i87«-n -~G «#i m  *

merely 3 -1 /i years, ending mfrk 
third quarter of tbe W 8 , the M r  
was engulfed In an extreraehr dMtpt* 
rate battle against the inflatiteuwy 
spiral which was perniciously distort-
ing the economy of the country, Ob 
tbe second front, the country was fight-
ing the political forces which were tty* 
ing to unleash all sorts of political 
indiscipline, who was trying to spread 
disorder and chaos, and one thing 
that has to be understood is that no 
economy of no country can never be 
stabilised where there is chaos and 
disorder.

Thanks to the Emergency that these 
political adventurists, thebe commu-
nal and leactionary fascist organisa-
tions have been pul down in their 
place, and if j  ou do not want to allow 
the gains cf Emergency to slip through 
the fingers, it is absolutely necessary 
that these forces must never be allow-
ed to raise their heads over again.

A  great deal of tribute has been 
paid to the ser.*n#th and te  ,’u nee oi 
the Indian economy the way it has 
behaved the way we have been able 
to retrieve and reco\ei fiom an ex-
tremely despeiafe situation Undoubt-
edly, it is a w<*l -derived tubute p?ld 
to the re'ihtMKe «md &.tien#th of the 
Indian econoroj But I want to make 
a siightlv deeper evaluation of the 
forces which have impaited this resi-
lience and ttrenpth to the Indian eco-
nomy I '■’ome to the bas» philosophy 
which we .iave follow.ed, which we 
have given to ourselves which our 
country it as adopted, as a m u lt of 
which ue been ab’e to stage such 
d magnifu icnt t^ cvtrc from the 
throes of inflation when many count-
ries aic null languishing and many 
counties are still facing the hazards 
of the inflationary spiral. That baste 
philosophy has been that w* worked 
under a mixed economy

Much has been said by m y too . 
friend, Shri Indrajit Gupta on that 
While not paying tribute to our m b*
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Htf NMtW i*Wct» baa rendered magnt- 
ta tsl service, in the field of nitre- 
janOtu fertiliser, in the field of steel, 
in the field of iron, in the field of 
•electricity, in the field of coal—our 
pwiWkr iector has performed very mag- 
vtttfteiwitly in all these aelds—-he was 
»11 the while lunning down the pri-
vate sector. I fall to understand why 
this sort of conflict is created between 
the public Sector and the private sec-
tor. In fact, our philosophy is that 
we should have a very powerful pub-
lic sector duly supported by a very 
sisepoasfMs private sector. Unless we 
work upon this philosophy, we will 
never be able to find a proper panacea 
for the problems of the people of our 
country.

Coming to the Budget, indeed the 
year ending 81st March, 1976 has end-
ed with a deficit of Rs 490 crores as 
against an estimated deficit of Rs 247 
erores But despite this massive de-
ficit, we find that the price stability 
factor has not been adversely affected 
primarily because the performance of 
the economy in the current year has 
been exceedingly satisfactory There 
has been an overall growth in 1975-76 
of 56 per cen* us compared to the 
growth tn the Fourth Plan period 
which was 3 3 per cent and 0 2 per cent 
in 1974-75 to which Dr Rao also re-
ferred earlier

At this juncture, it was ubsolute'y 
necessary to ensure that m the com-
ing two or three years, having re-
trieved ourselves from the difficult 
situation, to go in for a very massive 
investment because there is absolute-
ly no alternative for accelerating our 
growth except foi putting In a mas-
sive investment Therefot ?, the Fin-
ance Minister has very Imaginatively 
earmarked the aggregate stun of R*. 
7,8S2 crores as investment for the 
Flan outlay of which Ra, 4000 crores 
will to the Central Flan outlay and 
Ba, 8,762 crores will to the Plata 
oufiay for fto State*. It is 31.6 per

cent over the 1975-76 outlay in the 
Plan This is the highest development 
outlay m any single year

What is more important is this. I 
am stating these figures with some 
purpose in view and it is this that the 
main stress of this massive outlays 
primarily is completion of the exist-
ing projects expeditiously particularly 
the projects in the field of agriculture, 
irrigation, power, petroleum, coal, 
fertilizers steel, transport and commu-
nications I really cannot understand 
how a man like Shri Indrajit Gupta 
failed to see the galvanising effect 
which the economy itself will have as 
a result of this massive investment 
into these priority sectors. I do not 
know which other priority sector he 
had m mind when he complained that 
priority sector had not been properly 
catered to m the Plan I have no 
doubt in my mind that the massive, 
judicious, investment in agriculture 
and industry, strict economic disci-
pline, strict enforcement of law 
against economic offenders is bound 
to ensure price stability improve 
giowth rate and. consequently, irrk- 
prove the lot of the peoole

Therefoie, Sir) one wonders whe-
ther one should take the criticism 
levelled against the budget seriously 
The cntimm lias been that this is a 
Budget which contains a calculated 
risk The criticism if I may put it 
th s wan m a nut-shell is that the pro-
posed deficit is Rs 320 crores for 1976- 
77 and the trend of money supply is 
expanding-—it has expanded by 7.5 
per cent m February 1976 In addi-
tion it is said that this time there 
is the lowest fc«* mobilisation in the 
last ten vears that it is only Rs, 55 
crores, jn its totality—deducting there-
from the share of the State*~4t is 
onlv Rs 46 acres and, in this budget, 
with a larger outlay in the Plat\ thft 
entire D A . that was fatten wpi&jl 
have to be withdrawn send It ip mMx 
this is likely to be the ttagtat.csMMaar 
of price stability. This atttittMni 
only to be stated to to  Mftctod tor
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the simple reason that unless some- 
thing wholly unforeseen and untoward 
were to happen, if one were to eva-
luate and study the Budget as a hard 
headed economist, what could one do 
in the circumstances? One could, at 

stage, only mobilise what little 
savings we could get without burden- 
ing the people, and invest that money 
so that the growth is accelerated. That 
is what the Finance Minister has 
done. Any criticism, therefore, based 
on the expansion of money supply 
etc. is, I think, out of proportions.

However, there is another aspect 
of the matter to which I would like 
to draw the attention of the Finance 
Minister and it is this: I have found, 
by a deligent study of the various 
figures in the budget, that the budget 
for 1975-76 has a variation of nearly 
16 per cent in its receipts. The actuals 
are Rs. 12153 crores as against, the 
estimated receipts of Rs. 10521 crores, 
the variation being 1632 crores. These 
comprise 435 crores on tax revenue, 
496 crores on non-tax revenue and 
701 crores on capital receipts. Like-
wise, on the disbursement side, one 
finds that the disbursements actually 
exceed the estimated disbursements to 
the extent of 1875—that is, a variation 
of nearly 17 per cent. These figures, 
therefore, create a little doubt in my 
mind as to what sanctity can be at-
tached to the figure of 12970 crores 
which had been estimated as the total 
disbursements, On revenue and capital 
accounts, for the ensuing year. There 
is already a deficit of 320 crores which 
we have taken into account and, as 
I was studying the figures I found 
that in these figures, for higher re-
ceipt of tax and increase on the re-
ceipt side, there is very little cushion. 
Therefore, it i5 absolutely essential 
and necessary that every endeavour is 
made to collect as much money as is 
estimated here on the one side and, 
on the other side, so far as disburse-
ments are concerned, a high sense of 
discipline has to be there and utmost 
economy should be exercised because

X think there is very little cushion left 
with the Minister in (he budgeted 
figures, either for the leceipts to g» 
down below the estimated figures or 
to let disbursements exceed tbe bud* 
geted figures. At any rate, I am sure 
the Finance Minister is the best per* 
son to know when to stop deficit 
financing the moment it tends to affect 
the price stability factor adversely.

Now a few words about direct taxes 
are absolutely necessary. I think by 
far the most courageous, dynamic and 
pragmatic approach that has been 
shown, at long last, by the Finance 
Minister is in respect of taxation of 
the income of non-corporate sector. 
The income tax of the non-corporate 
sector has gone, in the last two de-
cades, through vicissitudes depea. 
dent entirely on the caprice, Whim 
and private humour of Finance Minis-
ter after Finance Minister until it 
reached the most ridiculously verti- 
genous height of 97,75 per cent. One 
wonders, since the corporate sector 
rates are very much lower and 
rational, why this love and affection 
was shown to the corporate sector 
by the Finance Ministry and special 
animus againsr individuals, all these 
years. At any rate, it has to be 
understood that this theory—that we 
need high income tax rates, not for 
mobilisation of resources but for the 
purposes of eradication of enduring 
disparities between the wealthy and 
the poor, is not correct. There are 
examples of several countries—the 
greatest example being of socialist 
countries—that higher rates of taxa-
tion did not bring about an eradica-
tion of the disparities as sudh; it only 
makes the people more dishonest and 
makes the dishonest rich more rich. 
Theories apart, it is my respectful 
submission that rationalisation of the 
rates of income-tax was utterly im-
perative and necessary. 1 would how-
ever reiterate that this theory of high 
rates of taxation, either for mobilising 
revenue or for augmenting revenue, 
is a theory which has been despatched 
to the lhnbo of exploded myth; 11 is 
no longer considered *  valid theory.
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The real theory which prevail* today 
te that augmentation of the revenue 
can only come about by augmenting 
growth of income allround, and that js 
what the hon. Minister is seeking to 
do, However, the Finance Minister 
was pleased to observe in this Budget 
speech;

‘The remarkable response to the 
voluntary disclosure scheme, where 
tbe maximum rate was 60 per cent, 
lends considerable supoprt . to the 
judgment that the majority of 
Indian tax-payers would prefer to 
abide by the law and pay taxes as 
due, provided the t«x burden is 
reasonable.**

I reaUy wish I am able to share his 
^plittosm —

AN HON. MEMBER: It has gone to
49 per cent.

SHRI N. K. P. SALVE: Whatever
the Minister has done is the best under 
the circumstances. I am expressing 
a certain view whether people will 
honestly comply with the provisions 
of the law or not as a result of re-
duced taxation has to be seen. But 
the point I want to make is different. 
I wish I can shar* the optimism with 
the Finance Minister. But whether I 
share the optimism with him or not 
is not the question. My point is a 
little different; it is this. One thing has 
been proved to the hilt in our country 
and that is that irrational rates of 
taxation is no solution to the problem 
of tax-evasion. You must, therefore, 
have a rational rate of taxation which 
would, if anything; help curb tax- 
evasion. At least do not make your 
taxation unduly punitive on the 
honest end.

As regards reduction in wealth-tax, 
Shri Indrajit Gupta has already made 
his submissions, and I endorse what 
he had to say in the matter From 15 
]>er cent on urban land and buildings, 
tile rate baa come down to 2}  per cent. 
And Hie Fbntne* Minister has staled 
in this connection:

"The additional wealth-tax cur-
rently levied in respect of urban 
lands and buildings has lost its 
rationale in view of the ceiling on 
urban vacant land and other mea-
sures in regard to urban property, 
and is proposed to be discontinued.'*

The urban land ceiling and the wealth 
tax on urban property are two diffe-
rent things; there is nothing in com-
mon between them. 1 do not know 
how this has hapepned. I hope, it is 
not due to the bureaucrats who have 
buildings and who want to save 
wealth tax on Isuildings

AN HON. MEMBER: It is a cover.

SHRI N. K. P. SALVE: I hope it Is 
not a cover for anybody. It gives 
that impression. People who have 
buildings worth erores of rupees ap-
pear to me to be double-gainers: 
Government is not taking their build-
ings away plus they are getting «  
tremendous reduction in wealth-tax. 
I hope, the Finance Minister will 
reconsider this or at least explain to 
Parliament what he has said—be-
cause of the land ceiling law, the 
higher impost of wealth-tax is no 
longer relevant.

MR CHAIRMAN: I think, some-
thing is in the offing

SHRI NT K P. SALVE: I welcome 
that

There is one thing that I want to 
point out to the Minister for Revenue 
and Banking I welcome the provision 
regarding freezing the value of self-
occupied property at the figure of
1971-72 or at the acquisition price. Aa 
unintended hardship is likely to be 
caused After 1971-72, the market 
values of properties have fallen; 
specially in cities, where there hat 
been land ceiling, ‘he prices of the 
properties have fallen. Therefor^ 
when you do this freezing, it should 
be the market value Or the lVftJft 
value or the acquisition price, which-
ever is the lowest.
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Mr. Indrajit Gupta has made a 
point that we are allowing reduction 
in tax.rates without making any pro-
vision for ensuring that this money 
comes by way of investment. I am 
«ure he has failed to see that there 
has been an increase in compulsory 
deposits: the increase in the 3 ate is 
from six to ten per cent in the case of 
incomes between Rs. 25,000 and 
Rs. 70,000, and the rate of increase is 
from eight to twelve per f’ent in the 
case of incomes above Rs. 70,000. This 
means that the disposable income is 
not going to be the same «s Mr. 
Indrajit Gupta thought it to be. In 
fact, it is marginal as compared to 
what it was in the earlier year. I 
wonder whether compulsory deposit 
is the best way of mobilising invest-
ment. After some years, the money 
will be back, and one does not know 
what effect it would have in the 
economy of our country.

In fact, this sort of reduction should 
be given. Let the Government de-
marcate the areas of investment, let 
them determine what are the invest-
ments, and the people must make 
their investments on long-term basis 
into these areas

Then, there are welcome provisions 
for the weaker sections of the society; 
particularly, I welcome the insurance 
cover without payment to employees, 
who on death would be entitled to 
a certain payment, which will be 
equal to average balance in the provi-
dent fund in the preceding three 
years The relief to pensioners is 
particularly welcome. The exemp-
tion from wealth-tax on homes cons-
tructed for low-paJd employes is par-
ticularly welcome. About medicines, 
I fervently plead with the Minister 
of Revenue and Banking, not to tax 
the medicines. If you want to tax the 
tonics, do ag much as you want. If 
you want to tax alcohol, tax it a* 
much at you want. Vices Have al-
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ways botffe the harden of the coun-
try, let them have more burden, but 
for God’s sake, life-saving medicines 
should not be taxed.

Now a word about entertainment 
expenditure. The entertainment ex* 
penditure, ag you know, is presently 
disallowed in its entirety. Section 
2(B) is now sought to be deleted with 
the result that in principle, it is ac-
cepted that entertainment expenses to 
businessmen will be allowed. It is a 
matter of considerable gratification 
that this realistic attitude has been 
taken. Entertainment is as much 
necessary in business as much a» it 
is in politics or any other field of 
life Now It will be allowed to busi-
nessmen. It is good. My objection 
only is that this entertainment expen-
diture, though accepted in principle 
to be allowed, is contingent upon a 
person having a minimum of ten 
lakhs of profit On ten lakhs of pro. 
fit, the maximum entertainment is
5,000 or 1/2 per cent on the next 
forty lakhs, it is 1/4 per cent and 
on the next 1.20 crores, it is 1/8 per 
cent. That means, if there is a small 
man in business, he would not be en-
titled to this entertainment expendi-
ture. This is an irrational approach 
Wherever you find that this is being 
abused, you ruthlessly disallowed it, 
but I cannot understand the rationale 
in being so impractical and so unreal-
istic in this sort of allowance and dis-
allowance. .

Now a word about the bank rate. 
The Minister has given a whole lot of 
reasons and explanations for high 
bank rate Assuming* while not con-
ceding, that these bank rates ar« jus-
tified, may I ask, why is there no cor-
responding increase in the interest 
paid to the depositors? Between the 
rates paid to the depositors and the 
interest whkh the bank charge*, 
there should not be variation of more 
than two to three percent, but there 
is much larger variation. That is the 
reason, why high fates of internet « •
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being charged, beeause unless a large 
difte*e&£e I# Kept, book* will not 
have sufficient money to defray their 
expenses. In fact, thig high rate of 
interest is nothing but a premium on 
the inefficient functioning of the 
banks, I would request the Minister 
to have an enquiry of the cost benefit 
in this sort of rate of interest, because 
it is no use justifying it otherwise. 
Some adviser to the Government 
said: Well, it forms only 2.5 per cent 
cost factor of the hundred percent 
cost This is an absolutely ununder- 
Standable argument. Does it form 2.5 
per cent of the coat of a small scale 
Industry sun?

i t o  Kw/m (*** f 
w w  $5  *(fV ?ft f ir t r p ^ w  *ft
VO ft $  mfV WFCT UT«5
^  ¥ 1%  a irR T fh v  w i t  ?r ?r i
w r  #  tit m t t  m m  if 1

•ft i f f i t  i p i t  < n n  : «ppr ftra- 
tit ijfr

t  STf̂ R, t v  W! |
* t  ipnw $ tr  tit 
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WE| fT  ip W I W

»PT f , f ,
|ff*pr lr *ror "far *r*ra

I  »

I would like to say something sfeotft
Hie investment allowance. This is a 
very important provision that they 
•re making. But the way it is draft-
ed makes me feel that no care has 
at all been exercised. Will you, 
refer, Mr. Minister, to Finance Bill 
page 1, and Memorandum page 7, and 
then again Finance Bill page 12, 
which says that one will get this in-
vestment allowance in respect of ma-
chinery installed *fter 31st March 
1876. And In the memorandum it Is 
stated that this relief Is available for 
assessment year 1978-77. Page 7 
•ays, "These amendments shall take

accordingly apply in relation to the 
assesment year 1978-77.’ 1 cannot
understand how they can commit such 
an error in such an important 
drafting. There are very many 
other terrible errors of draft-
ing. I am not able to under-
stand to which year it will apply. 
If it is after 31st March 1976, how will 
it ever come from the assessment 
year 1976-77? Then it is said that 
after 8 years if the machinery is 
sold—a person can sell the machi-
nery after years and he has been 
given a right to purchase a new ma-
chinery out of the investment allow-
ance within a period of ten years. 
Now after 8 years if he sells the ma-
chinery and purchases not out of the 
allowance but out of the sale pro-
ceeds of the machinery, he will still 
be entitled to the allowance. Lastly, 
a whole lot of litigation arose on ac-
count of the terrible difficulty, quite 
ununderstandable language used in 
drafting about creation of reserves. 
My respectful submission is: please 
simplify this. So many cases are 
there; 92 ITR, 96 ITR, 87 ITR, 100 
ITR and the Indian Oil Corporation 
with the best legal advice available 
could not understand in which year 
the reserves are to be created. If 
that is the case even with the Indian
Oil Corporation, what to speak of 
smaller people who cannot afford ex-
pensive legal advice? Therefore, my 
submission is: for God's sake sim-
plify this provision regarding reser-
ves. Provide that it should be debit-
ed to profit and loss account irrespec-
tive of loss or profit in the year of 
installation. Thereafter, if there is a 
genuine case where a person is net 
able to do it for genuins reasons con-
donation power be given to the In-
come-tax Officer statutorily. It yoo 
read that long labyrinthine exptsn*. 
tion, by the tim<% you itaish reading it, 
you feel like neither having Invest-
ment allowance nor do you feel Uke 
buying machiner* That is the difll* 
eulty.

likewise, about dedtoctfon of head 
office expense* It tii sought to be In-
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serted in Section 44C. There is al-
ready Section 40A, I was cursorily 
going through this matter to see tbe 
drafting of the Finance Bill I have 
always maintained that changes in the 
substantive law should not come an-
nually like this through the Finance 
Bill which does not go to the Select 
Committee. Apart (com drafting, 
sometimes questions of principle are 
involved and a proper scrutiny of 

•such principles is not possible.

I suggest these are some of the 
things which struck me. When there 
is section 40A which deals with ‘ex-
penses or payments not deductible 
in certain circumstances’, why a sepa-
rate Section 44C? It is already a ter-
rible law, complex and in the worst 
form of complication, this direct taxa-
tion law. It is the misfortune of any-
body to Be called upon to read and 
understand this law You have fortu-
nately escaped that sort of a calamity. 
Why add to the misfortune? Let us 
have « more systematic approach to 
the whole matter.

Before I end, I am sure the Finance 
Minister.. . .

MR. CHAIRMAN: It is a paradise
only for the taxation lawyers.

SHRI N. K. P. SALVE: I am en-
tirely in agreement with you that 
this sort of terrible drafting, ill-con-
ceived drafting benefits nobody ex-
cepting the profession of accountancy 
and the profession of law. Virtually 
both of them become pesterera at 
some stage. I hope the Finance 
Minister will take care of what I have 
suggested in this matter and do the 
needful.

In the end respectfully I only wish 
to submit that in the affairs of a na-
tion as those of the men there comes 
a time when at the cross-roads * 
courageous thrust in the right direc-
tion changes the entire life and living 
-achieving success after success, lead-

ing to the dizzy heights of economic 
prosperity and glory. The only pre-
condition is dedication, discipline and 
an urelenting and ardous and hard 
work and the nation to-day stands 
at the cross-roads. The leader has 
created an atmosphere of optimism 
and opportunities. You, Mr. Finance 
Minister, have done your best to give 
the thrust needed to march forward, 
to the nation. It is now for the na-
tion to take itself to its cherished goal, 
cherished goal of prosperity and an 
egalitarian society.

SHRI ERASMO DE SEQUEIRA 
(Marmagoa): Mr. Chairman, the
Budget presents us with a good oppor-
tunity to view what Government actu-
ally does against what Government 
preaches. This Budget particularly, 
w jU give this House and this country 
an opportunity to see that while Gov- 
emment preaches one thing, it usually 
ends up practising exactly the opposite.

Government says to the country that 
agricultural production has to be in-
creased, that the irrigation base has to 
be widened and yet I find against the 
Budget Estimate of Rs. 17.06 erores for 
Irrigation and Flood Control, only 
Rs. 16.5 erores was spent. On Deve-
lopment of Ground Water Resources, 
which as you will realise is one of the 
most neglected areas in this country, 
against a provision of Rs. 7.99 erores 
in the current year’s Budget, they spent 
only Rs. 3.42 erores. That is less than 
half. The provision for the next year 
is only Rs. 4 erores. The total of the 
two years will not make UP for the 
provision that had been made In the 
current year.

On Integrated Dry Land and Deve. 
lopment of Agricultural Production, 
another grossly neglected area, tnere 
was a budgetry provision of Rs. I.T0 
erores against which they ^pent only 
Rs 1 crore. The Budget for tbe next 
year is again Rs. 1.70 erores, and w® 
not make up for the short fall in this 
year. On Cattle and Daily Develop-
ment which is one of the areas 
development through which our va*



257 Central Budget, PHALGUNA 29, 1897 (SAKA) General Budget, 258
1979-77—Genl. m*. 1976-77—G«nl. Dfe.

la*e* can acquire prosperity, the Bud-
get provision was Rs. 1.60 crores. They 
spent just half there—Rs. 75 lakhs. 
For next year the provision is less than 
the previous year—Rs, 1.4 crores. On 
Fisheries, again a grossly neglected 
area in a country which has a large 
coastline and many resources, the Bud-
get provision for 1975-76 was Rs. 8.96 
crores, but the expenditure was only 
Rs. 6.67 crores, a very very large short-
fall. On schemes lor small farmers 
and agricultural labourers, the provi-
sion was for Rs. 21 crores, the expendi-
ture was Rs. 18 crores i.e. Rs. 3 crores 
less. On investigation of Irrigation 
Projects, again the provision was 
Rs. 1.98 crores. They spent only Rs 
94 lakhs. The provision this year 
again is Rs. 80 lakhs, and they will not 
make up for the shortfall that took 
place.

Look at their attitude to welfare of 
the weaker sections. In the Inter' 
national Women’s Year there was a 
provision in the Budget for Rs. 3.73 
crores, and only Rs. 3.59 crores was 
spent. For the coming year that 
provision has been reduced to Rs. 3.40 
crores. In fact for the whole Depart-
ment of Social Welfare, the provision 
for next year is Rs. 9.12 crores against 
an expenditure this year of Rs. 9.19 
crores. For a poor country, this is 
speaking very much for the Govern-
ment.

Look at the Government’s attitude 
to people, to tbe various segments of 
our society. It does not hesitate at all, 
to come forward to this House and 
give a tax concession to the affluent 
who earn Rs. 75.000 a year, which is 
several hundred times of the national 
income average. But against that it 
says that the increase in the DA. of 
the millions of workers in this country 
will continue to be impounded. It is 
the Government’s theory that this im-
pounding is anti-inflationary. I would 
have accepted that theory if the 
money was kept impounded and un-
utilised. But now Government Intends 
to us it. I* it not inflationary in tbe 
hands of the Government?

How does It become leu Inflationary 
in the hands of the Government than

what it would be in the hands of the 
workers? This is the question which I 
would ask.

MR. CHAIRMAN: That is so when it 
is used for productive purposes.

SHRI ERASMO DE SEQUEIRA: Mr. 
Chairman, Sir, there is also a theory 
that consumption also leads to produc-
tion. I am sure, if the workers today 
get some money, they will be using it 
for things which they need, which 
right now they have to do without. 
Look at the Government’s attitude 
on the question of transport for in-
stance. There is no hesitation on the 
part of the Government to come to 
this House and say, they are giving a 
reduction on the excise duty on motor 
cars. While in tbe supplementary 
Budget of last year an expenditure was 
made of the order of Rs. 10 crores, for 
the strengthening of the urban trans-
port system, in this year, there is no 
provision at all for this purpose, for 
the purchase of buses and so on. What 
this Government virtually does is to 
subsidise the cars of the affluent and 
suburban masses like packed cans of 
sardines in the grossly inadequate 
mass urban transport system which we 
have in this country, which really 
needs a thorough overhaul right now.

Just look at the concessions to the 
Corporate Sector. Capital gains on 
companies are going to be reduced but 
the exemption of inter-corporate divi-
dends, which today all of us know is 
being misused, in order to avoid taxa-
tion, that loophole is still there, and 
it is left untouched.

It is the case of the Government, 
Sir that many industries require addi-
tional capitalisation. I would have ex-
pected. with the economy looking up, 
with the growth that "has been there, 
the Government would seize the oppor-
tunity to encourage those industries 
which require capital to go in *md get 
it from the market, to widen their 
equity base. But instead of this, what 
is it that this Government has done?
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Government increases the supply of 
money with the public sector lending 
corporations. Secondly it exempts 
loans for purchase ol machinery from 
the Interest Tax. The net effect of 
these thinjgs.jvhen the bulk of revenue 
comes from excise on mass consump-
tion articles, is that the poor are really 
financing the rich, aided and abetted 
b y  this Government. This is really the 
situation now.

Sir, the Finance Minister has said 
that this Budget is oriented to accele-
rate growth. I fully agree with him. 
The Budget can only lead to the 
growth of the affluent, and to conti-
nued poverty for millions in our 
country.

Just look at the Wealth Tax conces-
sion. What is tbe justification for these 
wealth-tax concessions? We are talking 
here about a tax on citizens who have 
more than one lakh of rupees when 
the vast majority, the largest 
number of people of our country, do 
not have even a roof over their heads. 
And in this situation, how can this con-
cession be justified? Have you ever 
thought that you would see a day when 
the Finance Minister in India, in this 
particular stage of our economy, would 
come forward before the House and 
say that he is giving a concession on 
the wealth of those who have over 15 
lakhs? This certainly is beyond even 
my wildest dreams. I have not seen 
such a retrograde step in my life so 
far

If it was the intention to stimulate 
investment in desired sectors, there 
was a manner in which tnis thing 
could have been done positively.

As Mr Salve well knows, there al~ 
ready exists in the Wealth Tax Act an 
exemption for wealth which is invested 
in any industry or m share* This ex-
emption could have been enlarged and, 
through this enlargement, you could 
have stimulated the investment that 
the Finance Minister says, he desires. 
But, this reduction is completely un-
warranted, and it is no less than telling 
Out the ivfterests of the people, to a lew.

I think whoever has framed the 
budget ought to read the Twenty Point 
Programme because, it was under the 
TwentyJ?olnt Programme that the 
urban ceiling would be enforced. And 
this was a celling on urban pranerty. 
What we have legislated in this House 
has only been a ceiling on vacant urban 
land basically. I think it is no secret 
to anybody that this additional tax 
on urban assets was causing the sale 
of urban property because, whoever 
was fool enough to keep on holding 
to urban property would lose it any. 
way. He therefore would start selling, 
gifting, distributing Or doing some-
thing. Now, to exempt that is to go 
against the very principle, against the 
very objective of urban ceiling.

Sir, I often wonder whether, we hsve 
or, whether, this Government hae ever 
tried to define any of its obje:b\ es 
with any reasonable certainty. When I 
see the concessions in this budget, my 
doubt increases. Look at the conces-
sions for investment—an investment 
allowance of 25 per cent for the purpose 
of purchase of machinery and plant. 
The exemption from interest being 
taxed is again for the purpose oi pur-
chase of plant and machinery. When 
will this Government realise that one 
of the reasons for a large amount of 
unemployment m this country, is the 
fact that their entire fiscal incentives 
have been tailored to the utilisation of 
capital for the purchase of machine? 
In our country what we require is 
massive employment Section after 
section of Income tax and Wealth Tax 
Acts encourage industrialists to go in 
for capital intensive development, X 
think this is something which tbe 
Finance Minister must think about. 
And. to my mind, he should seriously 
think about withdrawing most of the 
exemptions that apply to the utilisa-
tion of capital, in favour of one tingle 
exemption*—for the utilisation of man-
power.

Look af the reduction in excise duty. 
It has been reduced, on T.V. sets, wn 
refrigerators, on passenger car. on 
pick-up vans. Am  these for the common 
man's use? 1* not every single one
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of these a luxury? In our country, look 
at the reduction in import duty on 
computers, polyester film for magnetic 
tape. In what world are we living? 
Look at the increase in printing and 
writing papers, patent and proprietory 
medicines. There has been a demand 
from all sections of the House that this 
additional tax should be removed from 
the Act. I hope the Finance Minister 
-will concede to this demand.

There is, in the Finance Minister's 
speech, a statement which was long 
overdue in this House in which he 
'says that the locus must be on t.'.uxi- 
mum utilisation of the local available 
resources including local manpower 
And then 28 years after independence, 
he has the audacity—I cannot think of 
a better word—to follow this state* 
ment by saying to this House that 
much spadework is necessary, before 
genuine operational programmes can 
be devised, What was Government 
doing all these years’  Having said 
that first, he carries on to make a pro-
vision for an integrated intensive agri-
cultural development of a spicy Rs. 15 
crores. I, for one, am sick to the hilt 
Expectations are being aroused and 
then dashed to the ground. I think the 
whole country also feels the same about 
it. I,ook at the attitude to industrv 
We sav that we want « large number 
of small industries in this country and 
against a revised estimate of Rs. 4 01 
crores for this year the provision for 
the next vear is down to R* 3.25 
crores. For cottage industry it is 
down from Rs 21.85 crores to Rs 20 
crores and for khadi and village indus-
try it is down from Rs. 5.50 crores to 
Rs. 5 crores. After reading the detail* 
It comes as no surprise that the bud-
getary allocation for steel is Rs 402 
crores and for the small scale inriu** 
tries only Rs. 52 crores. What kmri of 
a country we are trying to build! j do 
not think anybody in this Qoverrrr.ent 
knows.

We all know we had a good monsoon 
this vear and it is estimated by March 
or April we shall have 10 million 
tonnes in stock. There «re 44 
million tonnes of rabi grains com- 
Inn end I mr to try  to ste in 
«»«** budget papers that the pro-

vision that has been made lor ex-
pansion of food storage is only enough 
for a storage capacity of 4.5 lakh ton. 
nea. This to my mind is grossly inade-
quate. Prices are falling and they may 
crash and, as such, 1 would like to ap-
peal to the Finance Minister that before 
the ink on his budget gets dry, he 
should increase the provision for sto-
rage. He should also go in lor private 
licensed storage. He should ensure 
when the rabi comes on the market, 
that the prices are, on no account, al-
lowed to crash below the procurement 
prices. At some places it has already 
happened. If he is planning to rely on 
the banking system to purchase the 
foodgrains, permit me also to caution 
him. It is not only a question of pur-
chasing. This is the opportunity not 
only to purchase, but to hold the pur- 
case, to increase the size of the buffer 
and, as such, he should ntf&e addition-
al provision for storage in his budget.

The significant shift in the budget for 
this year, which to my mind is tfO 
miracle at all—entirely the co«trar.\— 
is that the capital outlay on agriculture 
has been reduced from Rs 323 rmres 
to Rs 11.80 crores. and tbe shift ha* 
l>een from agriculture to industry be-
cause there, it has increased from 
Rs. 722 crores to Rs. 900 crores. 1 am 
well aware that the reduction m agri-
culture is from the fact that fertiliser 
which had previously been purchased 
has now been sold, and a replenish-
ment is not required on that account 
But I would have thought that having 
been able to make a provision of this 
amount in previous budgets, he would 
utiMse the same percentage of the 
budget—the amount of money which 
he today does not require for fertiliser 
—to go in for a massive agriculture 
development in this country. Instead 
he has chosen to sell agriculture down 
the river, and to *0 in for steel. This, 
Sir, to rry mmd is against the interests 
of this counlrv and the oeople of this 
country, at this stage of our levelop- 
ment.

I shall conclude in a minute. It is 
no news to us that elections are not 
being held in this country, because 
the people in this government know.
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that they will land themselves in the 
opposition. In fact, today is the last 
day of the elected term of this House, 
and from tomorrow we shall all be 
illegitimate children of whatever Article 
of the Constitution It was, that en- 
abled the extension of our term.

Therefore, if it is the interest of this 
country that has to be served, I would 
say that this Government should go to 
the people as soon as possible, and en-
able them to choose a better crowd 
to run this country. “I think this should 
be said at this stage, that the policy 
that this country is likely to get from 
the alternative that is emerging, is a 
policy which will emphasise the village 
rather than the city, the lield rather 
than the factory, and would ccrtainly 
reverse this trend which gets the 
majority of taxes from the bulk of the 
people of this country through excise 
taxation of mass consumer items, ai.d 
puts it in the hands of a few indus-
trialists through state-lending institu-
tions. This is the one policy that nust 
be reversed, if this country is at all 
to have, a widespread economic pros-
perity.

AN HON. MEMBER: Will you not 
attend Parliament from tomorrow.

SHBI ERASMO DE SEQUEIRA: 1
am a democrat. I have to bow to the 
majority. But the trouble is, that 
you refuse, to listen to me.

SHRI ClIINTAMANI PANIGRAH1 
(Bhubaneswar): Mr. Chairman, f.»r an 
independent, sovereign and developing 
country like ours no struggle end no 
effort is more sacred than the pesent 
attempt to achieve self-reliance in the 
battle to win economic independence 
for our country. To win economic 
independence for India means ensur-
ing better lives for millions ct our 
underprivileged people in this country, 
and we must congratulate the Finance 
Minister for his efforts to implement 
and for trying to give a direction to all 
the new economic programmes that we 
have announced and the Government 
are committed to before the people.

Therefore, X must say that the cur-
rent year's budget truly reflects that 
great endeavour of our people and the 
determined political will of our dyna-
mic leadership to take our country 
forward in that direction.

I can say that this year’s budget is 
really a watershed and marks the be-
ginning of the success of the great, 
historic struggle of our people which 
we will have to wage for the coming 
five to ten years to achieve the objec-
tive of a socialist, democratic society 
to which we are committed.

As I said in the beginning, the 
Budget the Finance Minister Has pre* 
sented is a budget which is work-de- 
wlopment and investment-oriented. 
Weightage and priority has been given 
though some friends have not tried to 
see it, to the core-sectors. to agricul-
ture, irrigation and generation of 
power which will help in giving new 
dynamism to the economy which has 
been stagnating for the last few years. 
Therefore, this is a budget of hope and 
confidence and again a budget of many 
challenges and also opportunities 
which we shall have to utilise in the 
coming months and years.

It again affirms and shows what a 
nation can achieve m the shortest possi-
ble time once’t o^crcanu^ its cyniusm, 
pessimism and lethargy and the all* 
round negative atmosphere pervading 
the country in 1974 and 1973> when > 
nation gets down to work with hope, 
determination, courage, discipline and 
patriotic fervour so as to change the 
depressive situation prevailing in the 
last few years.

All those nations who have become 
great in this century have achieved 
strength and greatness only through 
this process and this works like 
a magic. Therefore, today we must 
be happy that the budget pre-
sented to the House and to the 
country keeps in tune with the 
times. The time & of emergency 
and of the twenty-point economic pro-
gramme which has been placed before 
the country to be implemented In
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•earnestness and seriousness. Sir, one 
should not view this budget without 
taking into consideration tbe relative 
political background. If you read it 
-out of the context, then it becomes 
irrelevant. On hearing some of the 
Hon. Members’ speech, sitting in the 
Opposition, I was amazed. About a 
fortnight ago, I was in a meeting where 
a reception was accorded. And 4 friend 
from die Opposition who was there was 
in a auandary. We were discussing 20- 
Point Economic Programmes and the* 
friend from the Opposition was saying 
“ these are very good programmes; I 
have to welcome them. But then, Sir 
I am in Opposition party. What can I 
do?” I said '‘all right this it democracy 
and you can have a qualified welcome”. 
Therefore, you will find that here too 
some friends of the opposition in their 
heart of hearts want to welcome the 
Budget but they also want to keep 
their separate identity so they qualify 
their welcome. We also we1 come the»r 
qualified welcome.
\1M hrs.

Sir, if we look at the background of 
the budgets that were presented in 
the recent post, in the last two years 
or so, to this House, you will find that 
there was a rapid rise in prices of 
essential commodities and also other 
commodities. There was an ever- 
increasing inflation fed by government 
deficits find the production was much 
below the capacity m all sectors Specu 
totive holding o f  go o ds  was the normal 
feature of the economy. For the last 
lew years, black money was Treating 
a havoc. Now. Sir. are we in the same 
position today as was prevailing about 
two years ago in this country? Today 
after the Emergency and the announce-
ment of 20-point economic programmes 
within a period of one year, the 
price level has become fully stabilis-
ed and ia many cases, it has come 
down. If you go into the prices of 
edible oil, foodgrains and other essen-
tial commodities, you will find that 
the percentage of fall in their prices 
ranges between 5 and 30. like this 
tbe prloes have come down. Now, it 
bat Ihwp** a problem for the Gov-
ernment beeauae more than the ex-

pected quantity of foodgrains has 
been procured from the fanners. You 
were pointing out today in a meeting 
that the prices of foodgrains in many 
pi ace* are falling and you wanted to 
give them a support price. Therefore, 
Sir, today’s background is completely 
different from the background obtain-
ed two years ago. Today there is an 
increase in the production of all es-
sential commodities, it is stated that 
the production of foodgrains Is 114 
million tonnes and the buffer stock is 
going to be 11 million tonnes and 
with the import of 2 million tonnes, 
the stock will go up to IS million ton-
nes. For the year 1974-75, the growth 
rate was 0.2 per cent and today it is 
more than 5 per cent. The power 
situation in the country ig really re-
markable. Somebody was saying that 
the purchasing power of the rupee is 
going down. I am sorry to hear this 
because in the last one year the pur-
chasing power of the rupee has in- 
ci eased because of the price stabilisa-
tion of all the essential commodities. 
So, Sir, with all this background, I 
do not think that we must speak with 
pessimism that prices of the essen-
tia! commodities have jrnne up

Tnerefore, what 1 wish to suggest 
is that under the changed condition, 
a new political climate has been 
ci edted and this climate has created 
confidence in the minds of the peo-
ple Tlie remarkable thing that has 
been achieved is that the self confid-
ence of our people has been restored 
and the morale of our people today 
stcinds high. We are proud to say 
that we belong to this country and 
we are Indians. It is easy to achieve 
a success here and there but it is a 
very difficult struggle to restore the 
self-confidence of a great and ancient 
people to its glorious destinies. It is 
very difficult to achieve total succew 
in such a short time, in a period of 
one year. It is a remarkable achieve-
ment and we have turned the tide of 
the darkest period of history in our 
country, when many thought that we 
will not see the dawn; h,v*



ati7 General Budget, MARCH 18, 1876 General Budget, z$8>
1976-77—Geftl. W e. 1976-77—<3#ni. X)is.

{Shri Chintamani "Panigrahi]

not only seen the dawn, now we see 
the sun-rlae with all Its splendour 
Therefore, today there is an atmos-
phere of optimism and confidence 
which the budget must take Into con-
sideration.

The main thing is, the budget has 
Increased the plan outlay to Rs. 7852 
crores. In the words of the Finance 
Minister himself, this is “the highest 
step-up in development outlay in any 
one yew since the beginning of the 
era of planning in our country.” An-
other redeeming feature of this year's 
budget is that while the plan outlay 
has been stepped up by 31.6 per cent, 
the tax mobilisation has been the 
lowest. Some people say, “Why not 
mobilise more taxes?” If the Fin-
ance Minister had mobilised more 
taxes, it would have beat criticised 
like anything. Therefore, because 
the economy cannot stand further 
mobilisation of taxes at this period 
of time, a little margin has been given 
so that we can see how resources can 
be mobilised from other sources be-
sides taxation. We have injected that 
kind of progmatism and dynamism 
into this year’s budget.

1 must take this opportunity to con-
gratulate the working class of the 
country on their having been able to 
contribute Rs- 480 crores, which had 
been impounded from their dearness 
allowance Some come forward with 
the theory that this amount should 
have been given on the hands of the 
workers so that they could buy things 
from the market and create a de-
mand. In a socialist economy demand 
i« not created like that. If during the 
difficult times of 1974 this amount of 
Rs 480 crores had been Injected Into 
the market, we can imagine what 
would have happened A knife in the 
hands of the butcher is dangerous to 
the sheep but a knife in the hand# 
the finance Minister lg not danger-
ous. I must congratulate the woric- 
i« l dass that in this yew'* budget,

they have the highest share of re-
source mobilisation. Instead of going 
on a buying spree ana adding to the 
inflation and bringing down the pur-
chasing power o* the rupee, they have 
helped the government and their 
patriotism must be appreciated. I am 
sure the Finance Minister also will 
congratulate them. It is a good thing 
that has been done. If we could take 
Rs. 480 crores from the impounded 
DA of the working people, I will go a 
little further and say that this year’s 
plan outlay could be increased by 
another Rs. 600 crores. You may ask 
me, how? The answer is simple. The 
working population of the cun try is 
180 million. Cannot this government 
appeal to them to contribute 24 days’ 
work in a whole year for the irriga-
tion and other works we are con-
templating throughout the country? If 
you calculate it in terms of money, it 
will come to Rs. 600 crores. What is 
capital, after all? Mahatma Gandhi 
has answered it very nicely by say-
ing "Capital is accumulated labour”. 
Our labour accumulated today forma 
the capital of tomorrow. This Is not 
impossible This Is what the other 
countries are doing.

This leads me to the most import-
ant question with which the Finance 
Minister is grappling today—capital 
formation. The first and foremost re-
quirement for building « strong and 
stable economy is to have a large 
amount of capital formation in the 
country within the coming 5 to 10 
years The Finance Minister has tried 
In this year's budget to inject that 
kind of dynamism go that the capi-
tal formation which is needed for the 
craning 5 to 10 years will start from
1976-77. All the statistics we have 
9h*w that the capital formation Ur 
recent years has been w ell below 
what it should have been compared 
to the growth in the labour force.

What is the labour force that has 
increased? Our capital formation 
should be commetisurate with Hie In-
creasing labour farce. What It the 
plant capacity? Our plant capacity It
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to make up lor lout year* and lost 
growth for the last many years.

Now, Sir, if the economy is to be 
set on a steadily growing path, it is 
necessary to achieve a high rate of 
capital formation through domestic 
savings—from pfivate sector, public 
sector an<| house-hold savings. The 
public sector"! contribution to total 
domestic capital formation rose above 
80 per cent with an investment of 
about 8000 crores. May X know from 
the Minister as to what Is the contri-
bution of the corporate sector or the 
private sector to the capital formation 
of our nation? I hope it ig not even
12 per cent with an investment of 
more than 7,000 crorc«. Therefore, if 
the public sector contributes 50 per 
cent, the private sector should also 
contribute SO per cent or even 54 per 
cent according to the calculations of 
its investment, so that our economy 
will not starve because of capital. 
Domestic capital formation fell from
13.8 per cent of the national income 
in 1972-73 to 13 per cent in 1973-74 
and further to 12.8 per cent in 1874- 
75. Therefore, it is a great challenge. 
We must generate our own wealth to 
go ahead with our Plans. For build-
ing a strong, prosperous and self-re-
liant economy, we must aim at 
achieving a minimum of annual do-
mestic savings of at least 7000 crow* 
which is only about 14 per cent of 
our national income, and that will 
give a big shot in our arms for all the 
big deficits that are there.

Now, the Finance Minister has left 
a gap of Rs. 328 crores uncovered. I 
do not think, so far as my little know-
ledge of economics gees, that this 
deficit of Rs S28 crores in a vast coun-
try like India wfcere the production 
of foodgrains has gone to 114 million 
tonnes and the national growth Is 8 
per cent, is *uch a big thing that it 
Will add to any inflationary pressure 
knowing fully well tliat all the ttria-\  
gent measures that have !mm» taken

One more good thing in this Budget 
that X And is that in many Important 
fields of finance the budgetary bur* 
den has been passed on to the bank-
ing system. I hope, the finance Min-
ister will continue this thing.

The Government took over the cre-
dit institutions from the private hands 
for acquiring the required command-
ing height *0 that the credit could be 
regularised. That means, the national 
exchequer should not take more and 
more burdens for financing food-
grains, for financing fertilisers, etc. 
In almost every country, the banks 
are undertaking special responsibili-
ties—they are looking after national 
shipping and all that—and it is a good 
thing that the Finance Minister has 
relieved the national exchequer from 
the burden of foodgrains purchase. 
This is « good thing which has been 
done and this must be continued. It 
is a good thing that in the Budget lor
1976-77 in many important fields of 
finance the budgetary burden has 
been passed on to the banking sys-
tem. Henceforth the banking system 
will finance the fertiliser poor instead 
of the Exchequer. May I know from 
the Minister why not the Railways, 
the P&T, and all public sector enter-
prises, shipping and transport should 
be asked to generate their own fin** 
ance through their own resources? 
Also, why should they come to the 
national exchequer? Why should they 
not go to the banking system? I would 
say that in view of the latest number 
of job-seekers In the live registers of 
the employment exchanges—upto the 
end of September 1075. this was more 
than 92.54 lakhs, which is 7.1 per cent 
more than what was there a year 
ago—it is necessary that all Xiv&tn 
things generate more investment and 
more employment opportunities. I 
support this budget and I hope that 
this budget wiU in the imple-
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mentation at the hold new Xcono* 
mic Programme.

MR. CHAIRMAN; X have received 
intimation that) the Congress mem-
bers may be given ten minutes each, 
Mrs. Ray; Mr. Nimbalkar; Mr. Das 
Munsi.

SHRI PRIYA RANJAN DAS 
MUNSI (Calcutta-South); I congratu-
late the Finance Minister tor present-
ing such a realistic budget, in view of 
the present circumstances in the 
country. I sincerely congratulate 
him and the Government. I thought 
the Members from the Opposition 
should also have done so. The way 
this Government resisted the infla-
tionary trends in ouj economy, is an 
example not only for our economy, 
but also, i can say with confidence, 
for the economies of any of the deve-
loping countries. It is one of the ex-
amples of how to control inflationary 
trends in a democratic political sys-
tem, having a federal and parliamen-
tary system of government, where 
people's participation is allowed It 
is a miracle. X thought that Members 
of the Opposition, whether they be-
longed to the CPI, CPM or the BLD 
would say at least this much, apart 
from dealing with the provisions of 
the budget presented in this House. 
For the way in which the inflationary 
trend has been arrested, the credit 
must be given to the working class 
and to the peasantry. Many Mem-
bers from our party have said this. I 
also voice this opinion I do not want 
to say much more on it. This budget, 
in the opinion of some Members of 
the Opposition, is a budget of the rich 
people. Somebody had said that it 
wa* a budget to satisfy the middle 
class. Somebody had said that It was 
a budget just to save tbe situation. X 
feel that it 1s a budget which reflects 
the wishes of people to the extent 
possible, within tbe ambit of tfce re-
sources available tn the country, 
keeping in view the possible danger 
and threat from «*e political forces 
that w^ have. In one ft had adopt-
ed i  much more ytogneHva and
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radical posture, it would have re-
quired the creation of a situation in 
the country which does not prevail 
at the moment. So, I feel that sim-
ply saying that the Government 
should have been more radical would 
not have been opportunity. The 
Finance Minister and the Govern-
ment have done the right thing at 
the right time. Just prior to my 
speech, the Member from the BLD 
Mr. Sequeira tried to emphasize that 
the Government did not take interest 
in the vulnerable and poorer sections 
in the country, but that It tried to do 
justice to the affluent society. He 
found some significant shift in the 
budget. I do not know. People can 
decide it. X found for the first time 
that the BLD has shifted its empha-
sis For the first time during the 
last so many years, the BLD member 
has spoken for the poor people. Mr. 
Sequeira tried to lay emphasis on 
agriculture and said that tbe Fin. 
ance Minister and the Government 
were mopping up the resources to 
promote steel production and for the 
industrial sector, at the cost of agri-
cultural production It is absolutely 
wrong, because Mr. Sequeira did not 
try to read the budget proposals and 
the papers He should rc*a ^e 
that agriculture is not an abstract 
thing; it is a composite and integrat-
ed programme, which requires a 
scientific approach and a scientific 
outlook I think l*m is .ht' first 
Finance Minister who has said in 
his budget speech that Indian vil-
lages now require a completely dif-
ferent approach, a scientific outlook, 
both in its agricultural develop-
ment, production and other inputs 
It is in that context that the amount 
sanctioned has been increased for 
the power plant, for fertiliser pro-
duction as well as for heavy Indus-
tries, which will ultimately result in 
agricultural growth. If you syste-
matically try to understand it  with-
out modem tractors, without power 
engines and generators, without wow 
fertilizers, without 
more power In the
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culture, it to absolutely an illusion.
It simply cannot be done, in that 
view of the matter, agricultural pro-
duction has not been neglected in the 
budget proposal.

At the same time, the Finance 
Minister has taken a very positive 
«nd realistic view with regard to in-
dustries. In view of the sluggishnesi 
in our industrial climate, he has al-
lotted more resources for industrial 
production, specially for heavy in-
dustries and small-scale industries 
To me it looked funny when I heard 
Shri Sequeira say that steel produc-
tion would not help the small-scale 
industries and ask why more money 
1b being spent on heavy industries 
and steel production. I do not un-
derstand how the small-scale indus-
tries of this country will grow if you 
do not supply steel, if it is not suffi-
ciently available in the country I 
do not like to have an argument with 
the members of the opposition. I will 
give my own comments on the budget

The budget, in general, is not one 
which should be argued about very 
much, especiallly in view of the pre-
sent circumstances A member from 
our party, Dr V  K R V. Rao, wh« 
Is an economist, tried to submit that 
economic exercise requires no politi-
cal motive I *lo not like to use the 
word “motive**, but I certainly would 
say that economic exercise in a bud-
get of the Government should always 
reflect its political objectives

For instance, why was the emer-
gency declared In this country and 
who created that situation? It is not 
s simple political exercise. We must 
realise that there are some economic 
interests behind it

In order to combat the reactionary 
forces, the Government have only 
three instruments. One is fte  
administration by which we can pro-
mulgate the emergency. The second 
is the political aspect by which we 
csn polarise the democratic and 
gres^ve farces of the oraatr? at tht

national level The third is the eco-
nomic instrument by which you can 
keep a watch over the economic sit-
uation. We should not only hold the 
price line but also look after the 
economic growth of this country. If 
we fight on these three fronts, then 
all the reactionary forces can be halt-
ed and all their designing can be frus-
trated Unless we adopt that appro-
ach, the budget cannot do anything

It is in that light that we have to 
look at the budget proposals When 
some people say that this budget is 
not for the poor, I beg to differ from 
them This budget is a budget for 
the poor This budget, in some way 
or the other, tries to give enormous 
amounts for the rural development 
programmes, common area develop-
ment schemes and irrigation, includ-
ing the 20-point programme.

If we look at the conditions in the 
villages today, they are no more vil-
lager They have taken the shape of 
urban problems with urban desires 
and demands Social we have 
to tackle them, keeping that change 
in the situation in mind

Coming to the employment prob-
lem, according to the Economic Sur-
vey, the employment generated l<*at 
year -was 2 5 per cent in the eastern 
sector, 2 4 per cent m the southern 
«*elt tor, 1 6 per cent in the western 
sector, 24 per cent in the western 
sector and 1 2 per rent in the central 
sector The entire employment 
which ha* been created Is only in the 
organised sector, and that too by the 
public sector industries; it is not in 
the non-organised sector, not in the 
rural sector. where agricultu-
ral activities and activities re-
lating to the problems of the 
rural people exist Keeping that pro* 
blem in mind, provisions have beam 
made in this budget for irrigation, 
power generation and other c o u m M  
matters to improve agricultural deve-
lopment. Therefore, I sincerty fe*J 
there would be ample scope and op-
portunity for rural employment next
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year, which will result in increased 
employment opportunities as com-
pared to last year.

I would only request the Finance 
Minister to bear in mind that over 
the last three years it fe the public 
sector units in tbe organised sector 
which Increased production and, at 
the same time, provided employment 
by curtailing heavily tbe expenditure 
on establishment. But if you take 
the private sector, specially the larger 
houses, they did not respond and, in 
fact, they did the reverse. In the pri-
vate sector, employment generation 
last year was only two per cent as 
against IS per cent in the public 
sector, but the capital Investment by 
nationalised banks in the public and 
the private sectors has been more or 
less the same. So, the Finance Minis, 
ter must ensure that the large bouses 
in the private sector create more 
employment opportunities, curbing 
their profiteering tendencies and cur. 
tailing their heavy establishment ex-
penses.

The multi-national corporations 
are now compelling good employees 
in the marginal income group while 
retaining the high-salaried people in 
the establishment heSrarchy. The 
Finance Minister should take a note 
of this

For the first time the finance Min. 
istry came out boldly to unearth 
black money through the voluntary 
disclosure scheme. We must appre-
ciate that Government was able to 
do it against heavy odds. Instead of 
saying that much more ought to be 
done, we must encourage those who 
did this job in the income-tax, excise 
and customs departments so that they 
fee] that, like their compatriots, the 
politicians, they have «  role to play 
in the country in eradicating corrup-
tion. If we discourage this trend, 
it Will not help because tt is not the

Generaf Budget, m  
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Finance Mtatter or the Psrliamen» 
tarians who can eonduet the wtfd*. 
On the other hand, if  we eneouratet 
them, they will help tbe country go> 
forward in the interests of the futuni 
prospects of their own children end 
fellow brethren.

Sufficient investment has not been 
made in the modernisation of indus-
tries, particularly in th« plantations^ 
especially in tea. The tee industry it 
not able to earn move foreign ex- 
change because of two reasons. One 
is lack o f power in the tee-producing 
areas like North Bengal, Upper Assam 
etc. The second is that the manage-
ments there are corrupt and are com-
pelling the Government to take over 
the tea gardens as sick units. If the 
Industry Is modernised, it will help in 
earning more foreign exchange and 
also in mobilising additional monetary 
resources within the country.

We have introduced the public dis-
tribution system and there is a good 
trend in agricultural production end 
in building up buffer stocks, but the 
Government of India is perhaps not 
giving sufficient attention to it in co-
operation with the State Governments 
as a result of which we find that peo-
ple are not getting their require-
ments of standard cloth in spite of 
the fact that stocks are piling up in 
the godowns. The Finance Minister 
may kindly look into It. I have got 
two points which I will submit with-
in two minutes. One is the manage-
rial efficiency. Since the plan pro-
visions have been increased this year, 
which is another commendable fea-
ture of the Budget, it has been en-
couraged by a few political parties o f 
the Opposition and others have not 
done it. This will entirely depend on 
the efficiency and performances o f 
the entire public and private sec-
tors including the core sector. I  
will submit to the Ministry and the 
Government that if they, within the 
ambit o f one or two years, consider 
the reason behind the* progress o f 
the public sector versus that of the 
private sector, they wlU to d  that
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managerial efficiency and cadre effi-
ciency are the saafa reasons for effi-
ciency, Now, there is no distinction 
between the. private sector and the 
public sector, ao far as financial poll. 
Cleg are concerned. Hie public sec-
tor units are entirely managed by the 
Government and the private sector 
units entirety depend on the Govern-
ment, especially the banks, the LIC 
end other financial institutions. The 
only variation ta in *he managerial 
efficiency, If the Government finds a 
way how we can build up a very 
strong cadre, a managerial efficiency 
team to develop industrial units both to 
the core sector a* well as in the pub-
lic sector, I think the threat, which 
rightly or wrongly, the monopolists 
may create against us wSl be remov-
ed provided we take over these units 

A« far as IRI is concerned. It is one 
of the noblest institutions: under the 
Ministry of'Finance, which has help* 
ed—which the CPI(M> do not realise 
—millions of the working class in our 
State and in the entire country for 
developing and gearing sick units by 
giving finance But, at the same time, 
If you say that IRI has become a sort 
of banking agency only to give money 
and they have no control over them 
it is not correct. As a result of this, 
in most of the cases, the managerial 
people of the private sector units are 
taking the money and exploiting it 
It looks as if they are not accountable 
to the Government or the people, t 
submit if this entire institution is ton-
ed up, not as a banking agency but 
also as a managerial agency over the 
industrial units, it will help the sick 
units to become healthy units 

With these words, I conclude I do 
not want to embarrass anybody else. 
I congratulate the Finance Minister 
once again and say with confidence 
that we will win, because we do not 
know how to face a defeat; we only 
know how to win.

SHRI P. G, MAVALANKAft 
(Ahmedabad): Mr Chairman, Sir,
may I at the outset express my grati-
tude to you for calling me at thie 
***** *>t the debate, and may I  also at
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the outset express my sense of hap-
piness that the Finance Minister is 
back again to his de3k after his hos-
pitalisation, and that in the midst of 
his own ill-health, he has straggled 
hard to give health to the nation's 
economy?

This year's two budgets, the Rail-
way Budget earlier and now the Gene-
ral Budget have had their special 
flavour. Not on]y they are budgets 
which do not dislocate or disturb 
many things, but they do not even 
attempt to disturb in terms of the ex-
pected fears and apprehensions of 
either the commuters who go by the 
railways or tbe general taxpayers 
who have each year to expect a large 
basket of all sorts of taxes, an assort-
ment of taxes, shall 1 say; the Fin-
ance Minister has not been tempted 
to go into that kind of exercise this 
year Surely, that in itself shows 
some sign of not only a positive atti-
tude but a certain sense of robust 
health of the economy. He has right-
ly said in his opening remarks that 
the thrust in this budget is thus to-
wards accelerated growth; having 
achieved stabilisation and consolida-
tion, the next step is, of course, this: 
that after the take-off you want to 
have speed.

But the first point that I would like 
to mention is that although the opti-
mism of the Finance Minister Is some-
thing, which to some extent I share, I 
hope that it is really and truly well- 
founded, I hope and trust further 
and that is more important, that his 
and the country's and this Parlia-
ment’s optimism will be favourably 
and honourably responded to by the 
concerned sections of the community 
Well, obviously he has by outlining 
his taxation proposals and also by 
giving reliefs on a variety of grounds, 
in feet this year, gone to the other 
extreme; instead of having an assort-
ment of taxes, he has an assortment 
of reliefs, both direct and indirect, 
«nd I hope and trust that this will be 
responded to honourably and favour-
ably by th« community at large

Having said that, 1 must not forget 
some of the still pressing problems
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of the country and of the economy, 
the problems of green revolution, the 
problems of unemployment, the 
problems of rate of economic growth 
and the problems of deficit financing, 
to what extent deficit financing 
would be considered helpful and even 
necessary and to what extent it would 
after a particular limit become a dan-
gerous proposition. All these ques-
tions, including of course the infla-
tionary whirlpool and disequilibrium 
in various aspects of financial matters, 
are tasks and challenges to which, 
t am sure, the Government under the 
able guidance of the Finance Minister 
and bis colleagues will pay their at-
tention.

I am tempted to quote here one 
extract of a speech given recently by 
the distinguished economist. Dr. K. N. 
Raj, when he addressed the students 
of Kerala University on the subject 
of National Emergency and students 
This is what Dr. Raj said. I quote 
almost a verbatim record of what he 
said:

“The real reasons for the situa-
tion we now find ourselves in, can 
and should hr traced back to some 
of the lather deep-seated maladies 
in our economv that have been 
Raining strength and intensity for 
S’Omp years There has been no 
< lear recognition of its character 
and grjivitv not even perhaps at 
the highest levels of policy-making, 
because there has been a tendency 
to look for tranquilizers and, there-
fore, to be excessively elated by any 
evidence or symbol of success with-
out evaluating critically what 
exactly such successes signify in 
the wider context and in the longer 
run "

Therefore, I hope, the tranquilizers 
do not lure the Finance Minister and 
the Government into a sense of com-
placency about various aspects of the 
economy.

My first poinf when I come to the 
Budget proponte themselves is this.

Although I appreciate the fact that 
the Budget proposals do give spur to 
an honest tax-payer and also it mean* 
an encouragement to people who will 
earn and who will also be prepared 
to part with a good part of earning 
and give it to the State, there is one 
thing more also. As Justice Holmes 
once said, “I pay taxes and buy civi-
lisation.” You might say wow, “ I' pay 
taxes and buy Welfare State'* in the 
modern context. But surely, if  the 
direct taxes level and the wealth tax 
level have been reduced partly in 
tune with the Wanchoo Commission’s 
recommendation also, I wonder whe-
ther it is not right to criticise the 
Finance Minister's proposals by say-
ing that he is putting the tax-evaders 
and the honest tax-payers almost on 
par because the Voluntary Disclosure 
Scheme in itself is also a premium 
tax-evaders, whereas over a period 
of the lost 5 to 10 or 15 years, the 
people who have been paying taxes 
honestly including some people who 
earn through business and trade, the 
honest tax-payers, are not given any 
relief in our Yearly Budget proposals. 
So, I would beg of the Finance Minis-
ter and his colleagues to look into 
this question as to whether we can-
not have a pattern of luxation where-
in although there is some pinch to 
pav a tax—there is bound to be a 
pmch—the prople will feel happy that 
thev are taxed upto a particular limit 
and whatever is taxed has gone fo£ 
the nation's health and strength and 
that the tax-evaders are rightly and 
m time punished If this does not 
happen, then, I am afraid, m-'rely 
giving relief will not have the mat-
ters solved

In other words, it is really signi-
ficant to say that the ideology and 
dogma should be truly kept miles 
away by the Finance Minister and 
that the pragmatic and practical ap- 
proch should be his main concemf 
This is not to say that proper goal* 
should not be set. Of course, the fowl 
o f social justice and the effort to go 
in th* direction of an egalitarian 
■odety mutt always be «h«r«. In
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fact, the whole fiscal policy and the 
budgetary policy must be In tune with 
the goal o f social justice, going to-
wards an egalitarian society. But if 
one goes by merely an ideology and 
a dogma, then it becomes a Budget 
full of ideological overtures without 
practical and pragmatic considerations. 
It is from that angle that I feel that 
the Finance Minister has done a good 
job this time by minimising the dogma 
and political ideology and maximising 
the practical and pragmatic ap-
proaches which are very necessary for 
any fiscal and financial matters.

The Finance Minister has mentioned 
in his Budget speech the 20-point 
programme. I do not know whether 
it is a 20-point or a 21-point pro-
gramme. I suppose, it is 20-point 
programme. Everywhere, one sees 
the advertisement Now, obviously, 
all the 20-points are not of equal sig-
nificance and importance. Some of 
them are of a very temporary charac-
ter Or of a passing character and 
some of them are of a basic character. 
Z want to ask the Government, not 
only the Finance Minister but the 
Government in general, whether It is 
the absence of legislation or absence 
of fiscal measures that came in the 
way or the absence of political will, 
the absence of will on the part of all 
of us, not only of Government but 
all the legislators, not only of the 
Federal Parliament but even of the 
State Legislatures I will give one 

^example, Year after year, I find, no 
Finance Minister ventures to tax 
agricultural wealth and income Way 
back, in 1972, under the Chairman-
ship of the very same Dr, K. N. Raj, 
the distinguished economist, whom 1 
have referred to in the earlier part 
of my speech, there was a Committee 
on taxation of agricultural wealth and 
income, and the report was presented 
by the Committee within a record 
time of less than seven or eight 
months in tbe same year, because, it 
was said that the report must be 
ready for discussion by the National 
Development Council. But, to my 
knowledge, that report was never dis-

cussed by the National Development 
Council, and as it happens with many 
such important and good reports, it 
has been shelved in the archives of 
the Secretariat of the Government of 
India. I am not saying that you, 
must go all the way and implement 
what all Dr. Raj has suggested. But 
why not explore the field of agricul-
ture! taxation?

Wit’i  regard to the other proposals,
1 do not want to say much except that 
a general impression has been created 
that Mr Subramamam has given re-
lief to very rich, nch and higher mid-
dle class people, but the poor and the 
lower middle class people are left out.
I do not think that criticism will be 
valid until we wait for some months 
and see what happens. But, certain-
ly, some of the aspects of his proposals 
do give an impression that he has 
more concern for the economically 
higher strata of the community than 
for the ordinary people. I do not 
know why he should have given re-
duction in excise duty in the case of 
television sets and refrigerators. It 
is true that they have become almost 
a requirement in the higher middle 
class homes, especially in urban areas, 
but surely they couJd have been kept 
out of his gamut.

Lastly, in the remaining few minutes 
at my disposal, I would like to come to 
two things, i.e, about the happenings 
and finances in Gujarat After the 
Pondicherry, Nagaland and Tamil 
Nadu Budgets have been passed, the 
turn of Gujarat is coming next week. 
I regret I shall not'be able to parti-
cipate in that debate, because I shall 
be out of Delhi I would like to tell 
the House and also you, Sir, that, al-
though President’s rule is not a 
novelty—it is there in many parts of 
our country—the way it has been 
brought about and the way a fluid 
situation has remained in Gujarat—I 
am not speaking in terms of this 
party or that party . . .

MR. CHAIRMAN: You may speak 
on that when it comes up tor discus* 
don.
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would not be able to speak next week. 
That is why, I sought your permis-
sion. The Gujarat Budget will come 
up next week; before 31st March, 
we have to pass It here; but I would 
not be hei«f to speak on that. My 
point is that the people of Gujarat, as 
indeed the people in all other parts 
of India, warn a stable Ministry, 
whichever party way form it; they 
want elimination of defections—the 
disease of defections. There is a Select 
Committee on that subject; 1 sup-
pose, you are a Member of that, Mr, 
Chairman; I am also a Member o f 
that. The Committee goes on for ever! 
I want to know whether it is right, 
in 1076, to go about having the fall 
of a Government and having emer-
gence of a new Government by en-
couraging and engineering defections 
this -way or that way; and, this was 
done by persons who were expelled 
by tbe Congress Party themselves; not 
very late, crJy in 1974, after the 
Navnirman Movement, the Congress 
Party expelled somebody and they 
took his help to have the fall of tho 
Front Ministry . . .

SHRI NATWARLAL PATEL (Meh- 
sana); The Morcha Government was 
formed with the support and help of 
those about whom you are talking.

SHRI P G MAVALANKAR; I am 
not entering into politics. My hon. 
friend, Mr. Patel, may rebut all my 
arguments. But my point does not 
refer to Gujarat as such, I am talk-
ing of the h gelation on defection. It 
is a most urgent one. Why do you 
go for defections all the time? Do 
you want everybody to join the Con-
gress m order that he be a patriot? 
Is that the idea of democracy? Sure-
ly, not. The Prime Minister herself 
says that dissent must have a place 
in our society.

Now that Gujarat has got to have 
the budget panted by Parliament here, 
may I malm one request to the Fin-
ance Minister. Let him actively and

urgently consider tbe question o f  
royalty on oil which has been th*r* 
tor a long time. I hope, Gujarat Witt 
get some justice; it is already delayed. 
The amount of royalty that we get on
oil is ridiculously low and the Income 
that the Central Government gets On 
it is so enormously high that there is 
a disproportion between the two.

I would e)so like the Minister to 
have a look into the question o f sett*' 
ing up an Atomic Power SEation in 
Saurashtra, Gujarat and the establish-
ment of Hajlra Shipyard near Surat.

Having said that, 2 will end by say-
ing that on our national scene today, 
the emergency, censorship of the press, 
the absence of dissent etc. are aspects 
of the situation, wherein the truth is 
not often g&uged even by Govern-
ment or by Parliament. If We do not 
know the other side, how are we to 
know, what the criticism is? But I 
do not want to end my speech today 
with that kind of a note. Today 
being March 16, it could have been 
the last day o f our present Lok Sabha; 
it has been extended by one year, 
and that is why, we are here. There-
fore, I will only end with a fervent 
hope and appeal that we shall all go 
sensibly i«d speedily in the direction 
of social justice and a democratic 
and an open society.

SHRI K. SURYANARAYANA 
(Eluru): Mr Chairman, Sir, l am 
very happy to say that the presenta-
tion of the budget for 1976-77 might 
well becom? significant for the inte-
grated :ur&l development. As long as 
our rural economy is not strengthen-
ed, and as long as over a hundred 
million able-bodied persons in the 
villages are cithei under-employed or 
unemployed fcr the best part o f the 
year, they will constitute a drag 01 
the rural cconomy and a burden on 
the natkn’g production. Though 
everybody is sympathetic and they 
want tbe Hist preference to be given 
to rural development, in practice, it 
does not seem to be that Sir, we are
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planning for land reforms without 
Mar proper consideration tor their 
needs, like tanking facilities, proper 
distribution of things like fertilizes 
*«tc,

Shri Gopalan mentioned today that 
this Government has not taken any 
action effectively regarding land re. 
forms. I would like to give certain 
figures in this respect. In Andhra 
Pradesh, area declared surplus was
79,000 acres; area distributed: 1100 
acres and aioa taken possession of: 
2,800 acres. The reason for this was 
that the judicial intervention, parti*' 
-cularly in exercise of the writ juris-
diction of the High Courts has lad to 
the grant of ad-interim injunction 
against implementation of the ceiling 
laws in many cases. This is
the reason. Otnerwise, much interest 
has been taken *n this respect by the 
•Government.

The other day r loused the question 
in the consultative Committer vuth 
regard to the recent abnormal fall 
in prices of agricultural products and 
•what steps have been taken oy the 
Government to stabilise price* in the 
interest of producers. They have not 
given any specific plan, how to stabi-
lise the abnorrral fall in priccs, parti-
cularly in the rice-producing are&s
So also is the ra&e in respect of pota-
to® »n UP., wheat in Haryana and 
Punjab as ulso in Bihar.

The recent fall in prices thus re-
presents. to an extent, the process of 
normalization ci the pi ice situation. 
It may be pointed out that despite the 
recent fall, prices of fair average qua-
lity of foodgrains are ruling generally 
above the level of procurement prices 
fixed by the Government. Mr. Chair-
man, Sir, my State is supplying food- 
grains to your State Kerala; and you 
also develop your agriculture and 
you way need only 25 per cent. The 
Andhra Government as offered the 
farmer a procurement price of Rs. 72 
per quintal for paddy. But nobody 
i* purchasing. Even the Food Cor-
poration is taking from the millers 
dtofcsttsr but they hav* not been able 
*0 M J t* Hi# millers and foodgrains
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lie stored in the godowns and 20 per 
cent of our godowns are not foolproof. 
If you only plug these loopholes and 
utilise full capacity of our godowns, 
there will be no necessity to import 
foodgrains from abroad. In this Bud-
get also they have provided for 
Agriculture and Allied Services. 
Last budget it was Rs. 427.30 crores— 
Rs. 363.45 crores (Revised) and m 
this budget it is Rs. 447.77 crores. 
This includes food subsidy also. In 
the last budget it was Rs, 295 crores, 
Rs. 250 crores revised budget and it 
is Rs. 300 crores in the budget of
1976-77. Now, the entire revenue dis-
bursements go to food subsidy. So, 
instead of giving subsidy for food-
grains imorpted from other countries, 
1 want to lequest that the govern-
ment, in order to encourage our far-
mer, by giving other facilities, should 
also subsidiss the inputs.

Now, coming to our expenses side 
so that realistic prices can be fixed 
for paddy as also for sugar cane, 1 
want to give you some figures. There 
are also figures supplied by the 
Ministry of Agriculture the other day,
I want to give cur experience. Pre-
paration of field—Rs. 150 per one 
crop. Cost of seeds—Rs. 50. Ferti-
lisers—Rs. 250. Watering—Rs. 50. 
Weeding charges—Rs. 50. Cutting 
(harvesting) changes—Rs. 100. Trans-
port charges—Rs. 50. Land tax— 
Rs. 50. That means our expenses per 
acre is Rs. 750 on an average. Now, 
what are we getting in return? The 
Government procurement price is 
Rs. 74 per quintal and the average 
production per acre is 12 quintals of 
paddy. So, the income is Rs. 928 but 
the expenses is Rs. 750 and so the 
net income is Rs. 178 per acre. Now, 
what is the cost of acre of land in 
Andhra? It is Ra. 3000—4000 in 
areas other tlian the delta area, in 
some delta areas it is Rs. 25000— 
30000 per acre. For industries they 
at least calculate a return of 12 per 
cent on the capital employed but in 
agriculture there is nothing. In our 
area one sugar factory started some-
time ago but they have given bonua 
ahares 5 times their capital I f you
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treat agriculture also in the same way 
and fix the price, we will be very 
happy and we will produce all the 
food that is required in the country, 
There will not be any rural unem-
ployment. Instead of all these things, 
they are always giving, as our friend 
said, concessions for refrigerators, 
cars and things like that. In my opi-
nion ( the problem facing our country 
is tbe food pioblem. Cars and refri-
gerators and other luxuries are not 
a problem of our country. The pro-
blem is to increase food production 
and for that what steps are to be 
taken by the government. I am very 
happy at least this time our Minister 
is conscious of that and we have now 
a strategy for integrated rural deve-
lopment. We realise that agriculture 
will continue to provide the prime 
sustenance to our rural population 
for years to come. That is what he 
said. But what steps is he taking for 
development of agro-industries? 
Some years back, at Bhubaneswar 
Congress Session we passed resolution 
to nationalise iice mills in the coun-
try. We have not taken steps in that 
regard. What is the difficulty? All 
the rice mills are old except a few. 
Trere Is no necessity to give any 
compensation to all. Compensa-
tion may be given only to new 
mills. The same thing may be 
done in the case of sugar factories 
Our party and our Government are 
committed to nationalise sugar fac-
tories. Sugar cane price has been 
calculated, levy price has been cal-
culated. The sugar factories have 
been manipulating and they have been 
misleading the Government. Panjab.

MR. CHAIRMAN: You will have to 
close before the house adjourns 
to-day.

SHRI K. SURYANARANANA: I
have not completed even half of my 
speech.

MR. CHAIRMAN; You must ftnfoh 
it.

Sugar industry and rice industry 
are in the hands of the Government. 
Jute industry may also be nationalis-
ed and may be given to the rural sec* 
tor.

You have provided Rs. 200. mil-
lion to the handloom industries at 
the rate of one rupee per square 
metre. You are asking that orders for 
dhoties and garies may be given only to 
the handloom industry. We are very 
happy that you are giving subsidy to 
the handloom industry. Likewise, 
instead of giving all the trouble to 
the farmers of sugar cane and paddy. 
You may consider giving some sub-
sidy to paddy growers and sugar cane 
growers also. You are earning a lot 
of foreign exchange on sugar exports. 
This year and last year because of 
sugar you earned foreign exchange 
worth lakhs and erores of rupees. 
But what is the return that you are 
giving to them? Sugar cane growers 
and factory owners are not happy. 
They are losing heavily. In U.P. and 
Bihar, we are told, the sugar factory 
owners have not paid levy price. 
Sugar cane growers requested the 
State Governments to help them to 
get the price of cane from the mill 
owners in time. The State Govern-
ment say that they have no powers. 
They advised the cane growers to go 
to the court of law. Cane growers are 
poor people. They cannot afford it. 
The cost of cultivation o f paddy per 
hectare in Andhra Pradesh in 1971- 
72 for A. 2 was Rs, 821.84. They arc 
now getting net income of Rs. 270. 
The net Income per hectare for A.1 
in 1971-72 was Ra. 924.61 for A2, it 
was Rs. 849.37, I do not want to give 
all the figures. I want to request the 
Government to take a realistic step 
to safeguard the interest of the rural 
economy.

Government has got the policy to 
purchase land and five house site* to 
tbe rural people* The State Govern-
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ment have purchased land m my Dis-
trict for house mte». They have spent 
R& 70 lakhs to purchase 1000 acres m 
my district, West Godavari I want 
to bring my ptob’em to the notice of 
the Finance Minister so that he could 
kindly bring it to the notice 0£ the 
Defence Minister There is a dis-
banded aerodrome of Ministry of 
Defence at Tadepalleguden For the 
last 20 yeais nearly 600 people have 
been living there Shri Shastri has 
also got that ’ i formation Their party 
has also been agitating in this regard 
Police had {'one there to demolish th 
hutments 'jf these 600 peop’e On 
4th, Milliard officers, MEO hav-> qo 
theie Knowing all this, I sent j 

telegram to the Col’ector not to assist 
them in demolition and removal of 
those 600 pt»ople Please advise MEO 
not to remo\ 3 the hutments The 
aerodrome is a < sbanded one It was 
constructed dw ng the Second World 
War On the one hand we are pur-
chasing an  ̂ pivnif house sites but 
the other hand you are asking the man 
staying tn government land to 
away They shou'd not be iemov«d 
In this wav when the Government 
lands ar<» being occupied by them lea 
the last 25 \enrs they have been pa\ 
mg the municipal tax^s •and so on 
Theicfore Sir, it is a burning issue 
Un’ess this sor< 0* thing is stopped now 
unless prooer steps aie taken all thcs* 
600 families or 500 or six thousand 
people will be ruined This situation 
must be j remedied

18 hrs
MR CHAIRMAN Shu Lakkapp 

wants. me to place a request before the 
House He wj'I be out of Delhi *0 
morrow and he wants to make a sub-
mission If the House accommodate', 
him, I wll g ve him five minutes He 
must be bucf

AN HON MEMBER He mav h» 
permitted

MR, CHAIRMAN* Shn Lakkappa

SHRI K LAKKAPPA (Tumkur) 
Mr. Chairman, Sir, at the outset I 
want to thank you for having extend-

ed the time for allowing me to 
fcay thdbe f_w words

Our country has recovered from the 
great shock of inflation, indiscipline 
and rising prices This is due to the 
astute leadership of this country by 
the Pnme M mster, Shnmati Indira 
Gandhi

Now I must congratulate the Fin-
ance Minister because he has made 
an honest attempt to improve the 
situation and for implementing the 20- 
pomt economic programme I would 
not say that all attempts has been 
taade, but I would say, honest 
attempt has been made in these 
given circumstances He has albo 
n^a’e a definite strategy for ru-
ral economic giowth This is most 
important I an speaking for the 
dumb mutilated, millions of our peo-
ple Of course, the other side has 
Riven certain statistics and indulged 
in certain jugglery of figures with 
which we are confronted I am not 
concerned with those figures It is a 
rea'ity that the economy of this coun- 
tiy has been built on the basis of the 
political philosophy that has been 
enunciated by the Pnme Minister 
That also has been reflected m the 
Budget That is why I must congra- 
tu ate the Finance Minister

There are certain concession^ which 
have been given and these are only 
to the upper middle-class people 
Whatever concessions we give, one 
thing has to be remembered The 
greatest asset of this country is the 
manpower we have 80 per cent of 
our people live in the rural area Thev 
are expressing the will of the peo-
ple as a whole and they are bearing 
most of the burden 1 would like to 
know to what are the efforts which 
have been made m order to help 
those people who have no means of 
.sustenance in this country Because, 
even the concessions which have 
been announced to the upper middle 
classes, will not be helpful to the 
dumb millions of our people and the
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poor farmers. The incenties that we 
have announced especially to the 
farmers are really shocking. Take 
the Rs. 100 concession on urea. 
W« have to remember that the 
rural economy has to be built 
on sound lines. We kxfow about 
certain coercive steps which are 
being taken in various States. This 
Budget is also reflected in the case 
of the taxation measures made by 
th» various States because we are in 
a federal structure. That also is am-
ply reflected. The heavily-taxed 
people are the poor farmers in the 
various States. If there is no incen-
tive to the farmer, how can rural eco-
nomy pick up, how can the condition 
of 80 per cent of the have-nots im-
prove? I hope that the Finance Mi-
nister will reply on this aspect

After the 20-point programme was 
launched, we wanted to see that th*> 
banking system and its administiation 
improved in this country.

We should see how far after nation-
alisation of the banks, they are help-
ing the poor farmers in the rural 
areas. I do not think that even what 
is called ‘Rural Banks* that we are 
thinking of opening or operating in 
various parts of the country have 
been opened as yet.

Even the officers of the nationalised 
banks are in a mood to help the poor 
farmers but when the fanners go to 
the banka for any loan, I do not think 
they are real’y helped at all. I would 
here like to make a reference about 
one of the nationalised banks in my 
own state namely the Mysore State 
Bank which fit a lead bank. That 
lead bank has not even come to the 
help of these poor farmers. Nothing 
has been done to them; no loans have 
been sanctioned to them. In fact 
these poor farmers are put to all

18, 1976 General M * * ,  m i
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sorts of hardships. Besides, even the 
infrastructure in regard to the supply 
of inputs and fertilisers to these far-
mers has not been developed as we 
have envisaged.

It has been made clear that there 
will be an integrated rural develop-
ment. At the same time, our inten-
tions also have got to be made clear 
that the same should be implemented. 
That has not been done.

MR. CHAIRMAN: You should now 
wind up.

SHRI K. LAKKAPPA; I would 
like to tell this House that when I 
speak here I am speaking here on be-
half of 80 per cent of the people who 
belong to the agricultural communi-
ty Their lots and their economic 
conditions should be improved. 
Whatever strategy may be adopted 
by you in regard to the amelioration 
of these people such as supply of in-
puts of fertilisers, etc, should be Imp-
lemented faithfully. These people 
should be got relieved of their diffi-
culties. It is the opinion of the entire 
House which we are reflecting on be-
half of the poor farmers and their 
economic conditions should be im-
proved And whatever you want to 
do for them should be done realisti-
cally. Thank you, Mr. Chairman, for 
having acceded to my request by ex-
tending the time and thereby giving 
me this opportunity to speak.

MR. CHAIRMAN: The House
stands adjourned to meet again at
11 A.M. tomorrow.

18.08 hr*.

The Lok sabha then adjourned till 
Eleven of the Clock oh Friday. March
19, 1976/Phalgvna 29 1897 (Saka).
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