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SHRI VAYALAR RAVI (Chirayin-
kil) I seek your permussion to raise
a very serious matter

MR SPEAKER. There are very
many serious things You should
have better come m the morning I
think all of you should come and see
the list and then select one This 1s
not also as a matfer of right

SHRI N. SREEKANTAN NAIR
(Qulon) Our mportant Onam
festival is comung in three weeks’
time, but there 1s no rice available
in Kerala The Railways have not
allotted necessary wagons for trans-
port of rise....

MR SPEAKER: I d@m sorry. 1
have allowed only one and the hon
Member has spoken

Nowy we will go to the next item

SHRI SHYAMNANDAN MISHRA
(Begusara1): I have made a request
to you Of cburse, it was ‘submtted
late Would you kindly consider it
for tomorrow if you cannot consider
it for to-day” That 1s mbout cur-
rency notes bearing duplicate num-
bers
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SHRI JYOTIRMOY BOSU (Dia-
mond Harbour): I have given a ecall
attention motion as also a notice
undert Rule 377. This 1s about 20
five rupee currency notes with tihe
same number....

MR. SPEAKER: 1 am not calling

the hon Member
Now, we go to the next item

12.32 hrs.

FINANCE (NO 2) BILL, 1974—
contal,

MR SPEAKER Now, we take

up the next item I think we have
enough points of order raised Hon
Members have been given enough
opportunity

SHRI JAGANNATH RAO (Chatia-
pur) Let us now hear the Law
Minister
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MR SPEAKER: Mr Hiren Muker-
jee, -

SHRI H N. MUKERJEE (Calcutta-
North-Hast)! 1 am grateful for this
opportunity and I take advantage of
it because 1 anticipate from you a
truly meaningful and momentous
ruling about the manner of exercise
of Lok Sabha 'control over Govern-
ment financial businegs

I recall the very recent obiter by
the Deputy Speaker a very felidious
one, that procedents are not tigidly
and entirely and invariably oblga-
tory on this House which is sovereign
within the ambit of the Constitution

A 790 91§ QTS
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Whether has becn decided earher
1s not obligatory’ If on some octta-
sions 1n the past some lacunae have
been allowed to pass muster, then
to-day something should be done to
rectify the position

Incidentally, for example, we have
relaxed our rules and ignored the
unconstitutionality of taxation under
the ordinance-making power of the
executive and I hope before long the
position i1n that regard would be 1¢.-
tified and the principlef regarding no
taxation without representatron would
be fully respected But that apart
the i1ssue before us is very impoitant

The Finance Minister’s package
nets mn ap additional sum of Rs 232
crores which,—if 1 am not wrong -
1s a bigger dose of taxation than was
mmcluded n his normal annual Bud-
get All that partakes, of course, of
politics and there 1s always a great
dea] of politics 1n whatever happens
here—but politics apart 1t just cannot
be tolerated from a puiely constitu-
tronal point of view that Government
15 allowed to circumvent the entirc
mothedology of presentation and
passage of financial proposals In
the UK, as well as here, 1t 15 a
time tested and conistitutionally in-
cumbent practice which has becn
1gnored by Government on this par-
ticular occagion My friends here
have pownted out in their arguments
the main outhines of the case We
have no estimates before us of re-
ceipts as wel] as of expenditure We
are asked to 1mpose financial burdens
on our people on the plea that Gov-
ernment would have to incur exp+n-
diture but that expenditure i1s un-
explamed, unestimated and wundis-
closed The very fact of the notifica-
tion very genérously made by
Government that they would have to
incur additional expenditure is not
good enough for this House to
provide additional supply Sir if by
presenting a series of Finance Bills
Gove¢rnment can do away with the
Constitutional requirements which
must be satisfled, first of all, in Lok
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Sabha as the people’s election House
and they dispense with the entire
appaiatus of the Budget, then it is a
dreadful challengc to the IPailiamen-
tary system We may not hike 1t —
but so long as we have 1it, we have got
to respect its provisions and prin-
ciples

Sir 1n Britain, there have been
wenuwurles of struggle and their people
had to undergo a lot of sacrifice be-
fore the supremacy of the House of
Commons 1n matters of Finance could
be set up and there are four muin
piinciples which emerged

Fustly no tax without the autho-
rity of the legislature

Secondly, no expenditure without
tiw sanction of the legislature

Thndly no tax to be impo-ed or
expenditure to be sanctioned unless
asge 1 o1 by the LEaecutine Goy-
crnment

And fourthly all expendiimie
except that speuifically charged 1s
to be sanctioned on an anrual
basis

I siress that this principle of an-
nuality 1s eatremely important If T
am not wrong if my memory 1s not
playing me false, it was the year 1689
when the Mutiny Act was passed
that annual meelings of the House nf
Commons were guaranteed The King
would not have an army to prop up
his sovereignty unless the Parba-
ment met at least once a year to
provide funds for maintaimng the
aamy and for <«wvil  expenditure
Since 1689 the annuality of the pro-
vision of cxoentiture has heen eser-
cised

1 am grateful to my friend Mr
Shyamnandan Mishra for having al-
ready referred to this matter regaid-
ing the defects in tax legislation
which have cropt in surieptitiously
or déhberately, I do not know On
the last occasion Mr Mishra referred
to what happened even before in-
depcndence, 1n  regard to taxation
being imposed, to be operative for a
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period of time after the lapse of the
year under review. Now this was
against the principle of annualbty
which was won by the British people
fighting for their Parliamentary free-
dom and that seat of Parliamentary
freedom has been inhgrited by us.
And, if we let go of it, that would
be a batrayal of the principle which
we would not like to do. I am grate-
ful to Mr. Mishra for having drawn
my attention to the fact that in the
Finance Bill that we are now consi-
dering, there is a provision in Clause
2 that in the Income-tax Act of fact
would be given to certain cases from
the 1st of April, 1975. And in the
Explanation of the provisions relating
to Direct Taxes, in regard to Clause
2, there is Paragraph 4.
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The elucidation is that:—~

“The change set forth will come
into force from 1st Aprl, 1975 and
will, accordingly apply to the
assessment year 1875-76 and <ubse.
quent years”

This is the kind of provision which
we might have adopted earlier, but,
having adopted earlier, we need not
make a rule of it. There is a provi-
sion of law—constitutional principle
behind this kind of financial legisla-
tion—which we should not wiolate
Sir, I am referring to May's Parlia-
mentary Practice, 18th wedition, page
772 where the scope of the Finance
Bill is discussed, I am quoting May’s
words: — 3

“The scope of a Finance Bill is
not limited to the imposition and
alleration of taxes for the purpose
of adjusting the revenue of the year.
It 1s not intended to be an annual
act in the same sense as the Appro-
priation Aet....

It goes on to say:

“But, although the taxation 1t
imposes iay extend beyond the
current financial year, & Finance
Bill ig regarded as exceeding ity
proper scope if it imposes a tax
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payment of which is not to be
demanded until after thg close of
the eurrent financial year.”

This 18 very clear. This is a bad
practice: this is a mischievous inhs-
tance of the potentiality of bureau-
cracy to put forward it arm a little
tou far which should not be permitted
Government should take great care
when the Finance Bill is making
this kind of prospective financial
legislation. Government must make
it very clear to the House that for
some emergency reasons, this proce-
dure 1s called for I am not gomng
into the merits of the matter, From
that angle, something may be said,
but quite apart from the merits of
the matter that, the procedural the
constitutional issue from the point of
view of principle, requires that the
Finance Bill should not, generally
speaking, extend beyond the amhit of
the year under discussion.

But, I am sure that, judged by this.
the Government has to give, an ex-
planation by coming before the
House ag to what thg provislon is.
There are about four principles that
should be respected, Articles 112
of the Constitution refer to the Finan.
cial business and how that should be
proceeded with. Under Article 113 (2)
it specifies the form in which the
demands for grants have to be pre-
sented to the House of the People
Art 115(1) (a) and (b) refers to the
Government's duty to inform the Lok
Sabha of “some new service not con-
templated in the annual financial
statement for that year” before sun-
plementary or additional expend:-
ture can be sanctioned,

So. before an additiona] taxation
can be imposed to cover that ex-
penditure, intimation of the New
Services which the Government ha-
in mind has got to be given.

The Finance Minister has said, of
course, that he has already presentled
one regular annual budget. But,
does not give him the right to cir-
cumvent the flnancial procedure or
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Parliamentary procedure placed by
the Lok Sabha in the Rules of Pre-
cedure under Rules 204 and 205
There is a reference to not one but
to more than one budget. We had
the railway but set which -is said lo
represent the demands for grants
also separately presented.

Rule 213 provides for the presenta-
tion of budgel in vart and each part
has to be dealt with in accordance
with the rules as if it were the
Budget. As already stated by Shri
Sezhiyan, in the House of Commons,
the Finance Bill is presented after
the whole House in Committee gives
the line clear. Here the substitute
ig that we have demands for granis
and then fhe Finance Bill and, later,
the Appropriation Bill which, of
course, goes to the other Iouse.
They are all presented.

Therefore, to sum up, the Lok
Sabha has just got {o know Govern-
ment's estimates of what additional
money is now required to be taken
out of the Consolidated Fund and
what should be pumped in by way of
fresh taxation till we give the line
clear after adequate discussion of the
requirements of Government. Wa
have to satisfy ourselves as to what
Government required and how much.
Till we have got that information
Rajya Sabha cannot come into the
pieture. We have respect for the
other House but we| cannot just pass
this legislation and push it there
The Rajya Sabha does not come into
the picture till we have got the de-
mands for grants and sanctioned addi-
tional revenues, After that you can
go to the Rajya Sabha with he Fin-
nance Bill No. 2. I say, therefore,
this Finance Bil] No. 2 is just not an
ordinary legislation which we push
to the other House in a desultory
fashion. It is the right of Lok Sabha
to go to the root of the matter and

' that right must be respected.

I am sorry to have 1o say that the
Law Ministry does not seem to be
these days as careful about its job as
it s expected to BE. Only the other
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day wq discovered Mow the Petro-
leum and Chemicals Minister, Shri

D. K. Boroaah had to mind its con-
wanted baby not knowing what to
do with the Secret Bill I do not
know whether on this occasion things
moved in an authoritarian fashion in
the counsels of the Cabinet Room
and. the Law Ministry was circumven-
ted and the Finance Minister comes
before the House with Finance Bill
No. 2 without even getting the consi-
dyred views of the Law Minister, If,
of course, the Law Minister is a party
to what the Finance Minister has
done then, of course it shows the
character of Government functioning
at the present time. I feel after the
discussion which we have had and
after the ruling which, I hope, would
be of a momentous, qualitative
character, Government would sit up
and do somethin® to rectify the defi-
ciencies.

SHRI K. NARAYANA RAO
(Bolilli): Mr. Speaker, Sir, with
your permission I would submit that
the points of order raised by my
friends do not have much substance.
The crux of the entire points of
order is that no tax can be levied by
this Parliament unless tHa prior
demands and grants have been voted.

First of all, I have to make the
submission that the wvarioug authori-
ties quoted. namely, British Constitu~
tion and May’s Parliaméntary Prac-
tice have to be secn in their historical
perspective, In UK. the problem is
a constant struggle between the
House of Commong and the Crown.
So, the procedure laid down tharein
are not of much guidance to us, We
have to look to our Constitution and
the rules of procedures to arrive at
the conclusion.

Further, Sir, the first power of a
sovereign State is to levy taxes
subject only to the limifations that
are provided in thg Constitution. So
far as India is concerned—this is
accepted all over the world—this
power to tax is only subject to limi-
tations of Article 265. No tax shall
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be levied or collected without the
authority of law The authority of
law 18 now being sought from Parla-
ment, The Bill hes come onlv ior
the purpose of getting that authority.
So far as that hrmtation 1s concerned,
therefore, 1t has been satisfled,

Then, ours being a federal policy.
we have the Scventh Schedule to the
Constitution which deals with the
taxation powers of the State and
those of the Centre So far as that
aspect 15 concerned also, this Finance
Bill satisfles the requirument

Sv, so far as the constitutional
constraints in substance are concerned,
this Bill satisfies those things

So, fai as the constitutional
concerned, articly 117 in the Consti-
tion provides for the procedure =0
far as Finance Billy are conceined
There are two clauses 1n that artidle
One says that no Finance Bil]l can be
introduced in Parhament without the
recommendation of the Prosident
So far ag the present Finance Bill 1s
concerned, it satisfies that particular
condition. The second clause says
that no Finance Bill shall be intro-
duced m the Rajya Sabha Inasmuch
as this Bill has been introduced in
this House, that condition 1s also
satisfied thereby So, far as the
constitutional procedure are concern-
ed also, this Bill has amply satisfied
the requirements of the constitutional
P’ ocesy,

Now, I come to the procedural side
so far as our Rules of Procedure are
concerned My hon friends have
quoted rule 219. Rule 219 does not
specifically say that no taxation pio-
posal or no Finance Bill can be
introduced without prior voting of
the Demands for Grants by the
House It is nowhere stated like that
in that rule, except that there 1 a
reference to that in the book by Mr
Kaul and Mr Shakdhery from which
hon Members have pro}mely quoted
in this House, where thety have gtated
that the Finance Bill will have to be
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passed only after the Demands for
Grants and the Appropriation Bills
have been passed. That is only an
inferential deduction ard not backed
or covered by any ‘legal compulsions.

So, so far as our Rules of Procedure
are concverned, this Bill is not
prohibited by any of the rules. No
rule in the Rules of Procedure war-
rants the conclusion that the savereign
power of taxation should be pre-
conditioned by prior voting of tha
Demands for Grants and the Appro-
priation Bill. :

Coming to the sequence of the
constitutional provisions etc the
Constitution clearly says what we
generally call as budge is Actually,
these flscal provisions have been
there 1n the Constitution right from
Article 110, which defines a Money
Bill, up to Article 117. Article 117
prescribed the procedure for intro-
duction and passing etc In between.
therc are a number of other provi-
s10ns

So far as the budget 1s concerned,
there is only one provision in the
Constitution which provides a defini-
tion of what we call a budget, and
that 1s article 112 which says that an
annual statement of anticipated or
estimated receipts—I am emphasising
the words ‘receipis’— and estimated
expenditure 1s the budget Receipts
include not only procecds from taxes
but also loans and so many other
sources Some of the loans repaud
wil] also be included therein, So
the expression ‘receipt’ is a much
bigger expression.

My submission is that in the finan-
cial statement or budget which had
alicady been presented, the picture
has already been given of the anti-
cipated receipts and expenditure
Suppose after the presentatian of the
budget, there is nothing for the
Finance Minister to come forward
with by way of presentation of Dc-
mands for Grants before the Housc
and also the Appropristion ; then
there is nothing in the itution
which prohibits ‘th?t. We have been

-
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following this practice for this sim-
ple reasom that the Appropriation
Bills and Démands for Grants should
be completed before the fiscal yeer.
For the sake of convenience, we have
been following this procedure but
then there is no Tlegal compulsion.

The most important point is this.
Is there anything in the Constitution
which says that the Demands for
Grants or the expenditure in conniie
tion thercWith shoufd@ be drawn only
from taxation, or that the Demands
for Grants can be met only from the
proceeds of taxation? It could as
well be met from other sources of
receipts contemplated in article 112

I may ag well put it the other way.
1t is not necessary that there shall
always be Demands for Grants pre-
sented before the House to withdraw
money from tHe Consolidated Fund
of India, because according to article
112 there are certain items charged
on the Consolidated Fund of Inda,
and certain items have to be drawn
from the Consolidafed Fund of India.
Now, there are seven items enume-
rated in article 112.....

MR. SPEAKER: Tis hes nq rele-
vance to the points of order raised.
Let the hon. Member conclude.

SHRI K. NARAYANA RAO: You
have allowed so many Members 1o
speak from the other side. I am just
completing my submission.

MR. SPEAKER: I had allowed
them because what they were saying
had some relevance to the point.

SHRI K. NARAYANA RAO: 1
speaking nothing but relevance.

BmM

Sp far as charged {tems are con-
cerned, they can be drawn from the
Consolidated Fund of India without
being voted by the Houmset There-
fore, 1t is not necessary that before
any expenditure is incurred from the
Consolidated Fuhd, it should be
pamed ' thiy House by way of
Gitants, becdlise in thik cude it Is
1569 LS—10
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automatically charged, like the sala-
ries of ¢he Speaker, Judges ete.

Therefore, the sum and substance
of my submission is that there is no
warrant for the conclusion that there
shall have to be a clear demand be-
fore we pass a taxation law, Taxa-
t:on 1~ an important sovereign func-
tion Thure cannot be a prescondi-
tion to it, wunless it is specifically
mentioned in the Constitution or the
Rules. My submission is that there
is no provision in the Cohnstitution
which prohibite the introduction of
this Bill or its consideration. nor is
there any provision in the Rules
which says that prior grants are
required to be passed before this is
taken up. Therefore. my submission
is that the points of order do mot
have any substance.
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MR. SPEAKER: The Law Minister,

st wy formd : mene agzE, A
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MR. SPEAKER: It is not a ques-
tion of my allowing or not. I gave a
chance to you and you had your say.
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It is a question
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SHRI SEZHIYAN (Kumbakonam):
He is on a different pointy about
criticism raised in the House being
angwered in the press beffore it is
done here.

MR. SPEREKER: Answered in the
press? I do not listen to the press.
I listen to the members,

SHRI MADHU LIMAYE: I am not
objecting to a press discussion. They
are free to say what they want.

MR. SPEAKER:
able to follow.

I have not been

ot wy fomd e ARRT W
w2 ¥ ferd ¥ aR 9ar & gfegs -
59 ¥ farelY &, @ard o fam namw &
FTORAYGE WAL IF T a7 FEr TAT
& s faelr fare fdass . v s
wo T Ed Jafamwe gl fs

© HRT wEAT faw o F e wd
g1 (wEema) . . . 9% famge
fa@ nare aro g@eER frgr mar 2
g wRATY FY WA FHT Fr ¥ H
&7 oF a1 a8 FgT AgAT g 1 AT
IEM AN FETE ATLZET-ATH QaHd-
TETIH TATYTE. |, (S@ANA)
CERUCEICCRCIEECIE SRR
T A ARE T gy WY & A E
17T I31 MY {ET FY WG AT A 2

MR. SPEAKER: The press has got
the right to comment. There may
be a number of issues to comment on
I listened 1o his point of order, Now
he 1s trying to impute motives to
the Mimster. It is not proper. It is
not very fair,

SHR] MADHU LIMAYE: Can the
crificism made in Parlament be ans-
werell in the press?

tw ¥ w92 9% wgY ¥ srede Fafed
B femd § ) wwag @l
fFdadsiedanfawag
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¥ are W sy wry e fe darem &
W g g 8T Tl oW
wE A G AT AT g wgaT &
urq F1 gfe &1 fafroz & & fog
% @@ w awifed & ¥ foa dar
T E AR fmarsrwr g

MR. SPEAKER: How can You
impute motives to the Minister? If
it is in your favour, ¥ is mnot ins-
pred; if it is against you, it is
inspired’.

Mr, Gokhale,

SHRI PILOO MODY TGodhra):
He cannot speak: WE want to listen
to you. Ejther somebody from the
Opposition or you speak., We do not
want to listen to him #11 you have
had your say.

MR. SPEAKER: I want to know
what is the reply of Government

SHRI PILOO MODY:
point iz made

Wait till the

ot wy femd  Ewre wredn w
waqrq 759 ¥ fagr amwr arfeq )
(ox@m) =7 7 WY ag @av fzr ¥
93 2WT | ®WIT WY HuUarT s3y §
FW WY ¥ T aum 3@ Adver @
Tifge Frdrowma TgF @ wEa
T H A9 AT W 30T AN ®
wEl &1 wafaT 57X w1 ggmw fear
EIREAS

PROF. MADHU DANDAVATE
(Rajapur): If you check the report.
it is not a comment of the press; it
iz a report from the spokesman of
the Ministry.

13.00 hrs.

THE MINISTER OF LAW, JUSTICE
AND COMPANY AFFAIRS (SHRI
H. R. GOKHALE): When this Bill
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was introduced, I beheve, on the 31$t
July 1974, some of these points whxch
were raised in this ¢discussion also
were raised and I had occasion to
hriefly intervene and I dealt with
what I understood was thet correct
constitutional position. When I stated
that the word ‘budget’ wag not used
i the Constltutlon—whlch inciden-
tally is not disputec .

SHRI- MADHU LIMAYE: You
called it a misnomer when our Rules
of Procedure mention it.

SHRI H. R GOKHALE: _. I..was
referring to the. Constitutional provi-
sions and it was in that context .. 1
was saying .that not one : reference
was made to the word budget in the
Constitution.

SHRI. SHYAMNANDAN MISHRA
(Begusarai).: ,.Thereby did you .not
belittle the significance of the word
budget?

SHRI H. R. GOKHALE: That is
why even at that time, even though
I said that the word budget from the
constitutional point.of .view, was a
misnomer,- even then we did say...
(Interruptions). While all the others
had their chance, I believe I should
have the same chance. Even on that
day I said that the word budget was
understood .to mean annual financia]
statement whlch gave. .an estimate of
receipts and expendlture for the Qn
suing year, and this was not what the
Finance Minister was proposing.to.do
on that day. I did say ‘popularly
called budget’. Article 112 referred
to the estimate of receipts and expen-
diture for the ensuitig year. Nor-
mally .people use the, word ‘budget’
when they talk of this. ,I agree that
on that day 1 did not, refen to ,.the

rules. In Rule 204, there is the jword
budget. In. my respectful submis-

sior it only strengthens my contens
tion The rule gives the definition of
the word budget li%e fhis: , the, Anuual
Financial Statement.of. the Statement
of the Estlmated Receipts; and Expens
diture, of fhe Gowernment of India,in
respect of ez®N financial year. This
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is what is referred to th article 112—
hereinafter referred.to as the hudget.
Therefore : eiven . in rule,.204 the refe-
rence tq_budget is to give a kind of
definition of the annual . financial
statement of::the estimates of .receipts
and expenditure, which expression
you_ find ;only in.article 112. 0f the
Constitution., .- Therefore, the( . rules
are not in conflict; I submit respect-
fully that the rules also have under-
scored, my point, I do. not, want. to
go into, other .mafters to which per-
haps my senior colleague the . hon.
Finance Minister would like.to zeply;
I .am. confmifig_myself to. the consti-
tutional and legal position.

Articles 112, 113 and.:]114 were re-
ferred to, by, hon. Shri. Somnath
Chatfeeey Who is not here now.
These are, to be read together.. 112
refers to the Annual Financial State-
ment. 113 says how moneys can be
drawn from the consolidateq fund,
which are chargeable to_the Conso
lidated fund and which are not., 114
says,that if any money is:to be spent,
it could, be spent only affer a certain

procedure, namely asking for de»
mands .for, grants, and later . on by
passing an Appropriation Bill. 115

really comes info play, when, n res»
pect of .amounts, already sanctioned,
they, ask grants additional grants or
supplementary , grants When. .- the
Government wants to spend something
mores and wants to have the sanction
of the.House, 115 is invoked. They
can come for supplementary or addi-
tional grants. ~ I have no. hestitation
in saying, I am_quité sure my senior
colleague will agree with me, that it
any money has to be spent—today
there.is no proposal that. the money
is going to be..spent.in a. particular
way-—no money can be. spent from
the Consolidated Fund.of India with-
out the authority of law, and at the
appropriate. time the. Financet Minister
will.com to this Housed¥ér the neces-
sary sanction, if the expenditure is
to be incurred.

! B “a wE was b

.. The other ,aspect which was. refettr—
ed to.was the, practice and procedure.
We, of course, fallow the procedure
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in the House of Commons and, there-
fore, the reference to May’s Parlia-
tmentary Practiceg I do submit, is not
irrelevant at all. But to the extent
to which the Constitution orovides
for things specifically, we follow the
Constitution. So far as India is con-
cerned, we¢ talk of precedents. 1 have
carefully looked into the precedents
to the best of my ability. Except for
election years, where the position is
different for obvious reasons. or in
the case of the annual financial
statement to which I have already
referred, there has been no prece-
dent in this House whers simulta-
neously with the proposal for tazu-
tion it hag been necessary, it has
been regarded as obligatory, to lay
also an estimate of expendiure on
the Table. In fact, the only prece-
dents which are availabley and to
which 1 made a brief efrerence, are
of 1956 and 1965, when fresh taxa-
tion proposals were brought but the
stat¢iment of expenditure was not laid
on the Table of th¢ House. There-
fore if you take the precedents only,
the precedents so far established,
what the Finance Minister has done

is according to precedents. In my
submission any other precedent
would be of no wvalue, unless of

course a new precedent is going to
be set up. That is a different matter
altogether. 1 have personally no
doubt in my mind that the constitu-
tiona] and legal position does not
require that a statement f expendi-
ture be placed on the Table simulta-
neously with the proposal for fresh
taxation.

THE MINISTER OF FINANCE
(SHRI YESHWANTRAO CHAVAN):
The procedural and legal aspects
have) been explained by my colleague,
the Law Minister. 71 think I would
try to refer only to one aspect of
the prtblem which the hon. Mem-
bers have raised, namelyy the pros-
pective application of Income-tax
Act, as far as clause 2 of the Bill is
concerned. Therel I will have to go
to the considerations that prompted
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the composition and the structure of
the Finance Bill, as it is. ‘I have
explained the economic objectives of
ihe laxation proposals in my state
ment. That is to say, this Finance
Bill proceeds to raise resources, both
direct and indirect. Naturally, we
have to make an effort in the case
of direct taxation. As far as dircet
taxation is concerned, 1 propose to
move another Bill which is a iaxa-
tion on interests. Then, capital gains
tax will have to be raised.

The Convention the Government
is following, with the approval of
this House, for the last seven or eight
years, from 1967 onwards, is that as
far as taxation proposals are cone
cerned, as far as possible they will
be prospective, with reference 1o
income earned on that year,
consonance with this convention that
provisions have been made in this
way. Though the taxation law will
be effective from the 1st of Aprilg it
will relate to the capital gains of this
This is the explanaticn I can

‘o

Ly I8 4

vear.

give.

I will add on® more thing. When
specific points are raised I have to

refor to those agpects, If T am not
mistaken, the hon. Member, Shri
Shyamnandan Mishra, conceded one

point, namely, that such a practice
can be resorted to in unusual con-
ditions. I think I am right in saving
that,

SHRI SHYAMNANDAN MISHRA:
You have said in yvour speech that in
unushual ecircumstances it has to be
agreed to.

SHRI YESHWANTRAO CHAVAN:
Ther impression I gained from your
speech was that this can be done in
unusual conditions. Then the only
thing that T have to prove is that the
present day conditions are rather
unusual, the present economic situa-
tion is an unusual one. This ig abso-
Tufely an exceptional, extra-ordinary
and emergent situation. If this is an
emergent situation and if we do not
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make an effort to rais¢ resources To
meet the national economuc crisis,
when are wec to do that?

What are we doing” We are com-
ing for the vote of this House. Are
we to shut out the Houge on a tech-
nical ground from consliGering mea-
gures which are necessary for meeting
an extresordinary situation? It is
none of our intentions to spend
money without the( consent of the
House. We cannot draw a single pie
from the Consolidated Fund of India
without the sanction of the Houge

I have given the reasons for coming
forward with this Bill. There 15 2
distinction between the first Finance

Bill and the second Finance Bill
When the first Finance Bill
15 uvrought wione  the  Houst,
there 15 no picture before the
House Therafore the  practice
ot  having the expenditure sanc-
tioned before the Finance Bill 1=

takun into consideration i1s a vahd
one But when we are considering
the Finance Bill (No 2), at the pi~-
sent moment, we are not in a vacuum
We have given a clear picture as to
what an cxceptional, extra-ordinary
and emergent situation thewe is. The
major effort to be taken to meet the
present inflation 1s to reduce the de-
firit financing This 15 one thing on
which everybody who understands the
Indian problems has emphagized, in-
cluding the leaders opposite. If you
see paragraphs & -10, 11 and 18 of
we expect that there 1o going to be
definitely indicated the areas in which
we expect that there i# #®ing to be
an additional expenditure., I have
not given thu precise estimates. . . .

SHRI MADHU LIMAYE: Why
not? That is the point.

SHRI YESHWANTRAO CHAVAN'
‘When we think it is abgolutely essen-
tial, then, certainly. we are going to
come with the supplementary de-
mands. Without the sonction of thne
House, it i3 not our intention to do
anything. ¥, therefore, hope, it will
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meet the points rased by the hon
Members ogposite,
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SHRI SEZHIYAN: Sir, I want 1o
raise one or two points before wou
give a ruling.

MR SPEARER: May I =suggest
you now leave it to me? >

SHRI SEZHIYAN: Thig is a very
important question. I want to rase
one or two points.

The hon Minister of Law conceded
that there 1s no intention to spens
any money at present. The Finan.
Minister said that* it i1s an unusuz
exceptional, extra-ordinary, situation
today, and that these taxations mea
sures are to meet the emergent
situation He also said that the Opoo-
sition would afree with him that it 1s
an imperative need: of the hour to
control, i1f not reducey the deficit
financing Nobody 1s doubting these
things

My sumple point 1s, whenever the
Finance Bill 1s brought, certain things
precede that 1 quoted Kaul and
Shakdher, May’s Parliamentary Prac-
tice and also the rulings given by the
picvious Speakes in 1956

SHRI JAGANNATH RAO He allow-
o1 the Bull to be passed in 1956

SHRI SEZHIYAN
not rai-ed then

Thal point was

The previous Speaker categorically
saud

4 Finance Bill 1s intended to
1a1~¢ taves which would sub<st only
for that vear The main object 1s
fo provide funds for the expendi-
ture which had been voted bv the

llouse That is the simple object
of the Bull™
Again, 1n December. during the

same vear, when the Finance Bill No.
2 was= brought, he said

“I{ is true that I <aid and I still
stick to that view that in a Finance
Bill. only provisions relating to trr
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taxation measures to meet the ex-
pendituie ithat has been voled upon
by tne House ought to Le there
Otnerwise, there 1s no meaning in
a Finance Bill'

Only tms aspect I want to emphasize
I1 you have got the expenditure, you
bring the statement of expenditure,
get 1t passed and then consider the
Finance Bill That 1s what I am
insisting  Members said that this s
to meet the national emeigency and
all these things These are all terms
of policies What 1s relevant here 1s
whether the expenditures have been
voted and whether the Finance Bull
will meet those expenditures That 1s
the crux Mr Rao and others guoted
other things and said that May's
Parliamentary Practice 1s not re'evant
here

As per Article 105(3) which has been
specific and categorical—this 15 a very
important 1ssue that I raise—while we
were saylng that the precedents come
there 1t says

‘In other respects, the powers,
privileges and immunities of each
House of Parhiament, and of the
mempbers and the committees of each
House, shall be such as may from
time to time be defined by Parha-
ment by law, and, until so defined,
shall be those of the House of Com-
mons of the Parlament of the Uniled
Kingdom, and of its members and
committees, at the commencement
of thus Constitution”

That was about the powers of the Par-
llament The powers and privileges
of the Parhament will be those of the
House of Commons until they have
been defined by law Because we have
not defined by law, therefore, 1 have
been recounting what has happened
there

With this one remark I will con-
clude 1 am saying this because the
other day I did not bring it It has
heen specifically stated by May
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‘The rules of financial procedure,
whether based on practice or uvovn
the standing orders, are unquasuJn-
ngly observed by the House ol
Cummons, and any disregard of them
wou d now only be due to misunder-
standing of thewr applicabiity in a
particular case, or to inadverie e
Questions of interpretation are de
cided by the Speaker, or if they urnise
in Commuttee, by the Chairman In
dischargmng its duty of disallowing
any oroceedings which would in-
fringe the rules of finanual proce-
dure, the Chair relies in the last
resort upon 1its power to dechine to
ptopose the necessary questions It
1> principally by the action of the
Chair that the financial practice of
the House has been developed its
principles defined, and any deficien-
cies m the standing orders supple-
mented ’

I know a numter of case< 1n the
British House of Commons—I can
guote them—where whenever 1t was
found deficient or whenever 1t went
against the procedures laid down it
has been the Chair which pulled up
the Executive

Therefore, I would appeal to you
No time 18 lost 1if, though the Finance
Bill has been introduced, the motion
for consideration and passing 1s taken
up only after the expenditures have
been voted by the House Till then
it will be against the procedures well
laild down by parhamentaiy practice

SHRY SHYAMNANDAN MISHRA
The hon Law Mimster said that since
1t was not accompanied by the annual
financial estimates, so it was not a
Budget Now, that happens because
of the fact that only one Finance Bill
15 ordinarily moved in the House—
ordinarily Otherwise, 1f there are
more Finance Bills, can the Law
Minister point out a single instance in
UK when it has not been accompamed
by financial estimates? Ordinarily only
one Finance Bill 18 presented to the
House and that is why only one
Annual Estimates have been given
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Secondly, it is saxd that we go by the
precedents in this House. We have
submitted earlier that 11 the House
did not exercise the necessary vigil-
ance and aleriness in this matler in
the past, should that be considered to
be a plea to regularise an irregular
thing? 7That has not heen met by the
hon. Law Minister. Then, he has also
said that it has been vermitted. But,
as has been very ably pointed out by
my colleague, Shri Sezhivan, in the
past there had been admonitions and
strictures that it should not he done
in the manner in which it is being
done. In spite of that, it has been
done, That is in relation to what has
been done in respect of the ordinances.

Then, the hon, Finance Minister said
—his sole argument seems to be that
—it was mainly based on bridging the
deficit gap in the Budget. Mainly that
seems to be the intention. Here, the
prospective measure which would take
effect in the financial vyear, 1875-76,
would then by his argument, be ac-
cepted to bridge the gap next year.
The taxes are going to be operative
in the next year. Now, if the taxes
are going to b= operative next year,
then it means that these resources will
be available for bridging the gap next
year, according to his own argumaent.
We have pointed out that no prospec-
tive taxation can be levied. Here the
Finance Minister says that it is so
done according to a scheme which tries
{o meet the deficit in the resources.
Now, if the taxes are going to be
effective from the year 1975-76, they
are going to meet the deficit the next
year. Resources are not going to be
available this yvear. Are we expected
to suovort the measures which are
roing to be effective the next wvear?
Whv don’'t vou enme forward with that
measure the next year in the Finance
Bill for the vear 1975-76? T ask vou,
Mr, Speaker. as guardian of our rights:
are we not entitled to know what we
are votlne for? Thev sav it in a
reneral and vague wav. Are the taxes
tn he levied onlv for such vague and
eenéral purposes? We, as representa-
tivee of the vpeople. ought to know
what exactly are the purposes for
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which these taxes are required. This
is my submission. If they are
not related to certain pur-
puses, and the taxes are al-
ways related to the Demands, which
Demands have not been voted by us
so tur, we want you o assist us in
this regard to understand the rationale
nehing it and the purpose_behind 1t,
and 1f we are not enabled to under-
stand this, I think, it would be grossly
unfair to the House and the general
public who ultimately have to bear the
burden.

MR. SPEAKER: Honourable Mem-
bers. this debate has been really very
very useful.

Very useful contribution has been
made by distinguished Memberg of the
Opposition, I had also in the mean-
time, the opportumity to g through
the Rules, the Constitution, May’s
Parliamentary Practice etc,

The interpretation with relerence to
Budget and the Finance Bill given by
the Law Minister may have been
strictly correct according to the Con-
stitution, but it is in contradiction
with the practice which we have been
following.

We have always mentioned it as a
Budget 1n our proceedings, in our rules
and everywhere. And, I think, this
term, which is so much understood
by the Members and the people out-
side should continue, and we refer to
this as Budget, whatever be the strict
Constitutional provision or understand-
ing, and I propose that this will con-
tinue

Points of order were raised by Mr.
Chatterjee, Mr. Sezhiyan, Mr. Mishra,
Mr. Madhu Limave, Prof. Hiren
Mukerjee and Mr. Rao. T think the
interpretation given by them starting
from Mr, Chailterjee is very much rele-
vant. Now, the only difficulty that
comes is the sequence. I believe that
according to the Constitution, accord-
ing to the rules. this Finance Bill is
in the form of a Budget.
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It should come in the normal fo:rm
as 4 budget and sequence 1s very
clearly laid in Art, 112, 113, 114 and
115 and other rules—04, 206 and 209.
There is no doubt about it. The se-
quence should be the same as mention-
ed in them We have been mentioning
it 1n the form ot supplementiary de-
mands, supplementary budget or what-
ever you call it. After all, we can-
not deny that this 15 a sort ot a sup-
plementary budget or an additional
budget When we laid down certain
ruivs, it 1s very much correct that we
must know, as the House, as to 1n
wzat torm 1t has been given. That
form and those rules and provisions
are already laid down. 1 must appre-
ciate the point which Prof, Muker)ee
so eftectively made, namely ihat the
annual statement should be up to the
end ot the year. That should reall
be up to the end of the year This 1s
an ailditional point that he has made

SHRI SHYAMNANDAN MISHRA 1
have made 1t earlier

MR. SPEAKER Of course you made
it earber. Two days have passed
since then. I have been trying now
that at least, as the Speaker of the
House, 1t is my duty to see that the
proper financial procedures are follow-
ed. Government has relied on the past
practices, 1956, 1957 and 1967 and many
years when such a thing has happened
and this practice was tollowed It 1=
indeed a very imteresting contradiction
that Shn Serhiyan referred to the
provision and the procedure set by
the Chair that should be followed 1
have been looking for the procedures
that are set by the Chair. Only obser-
vations were made, and nothing else
followed.

I thought that something wall pull
me out. When my predecessors laid
down something, 1t 1s not a question
that 11 did not occur to them It dud
occur to them as fo what we shpuld
do. Mr. Chavan gave some Treasons
for this procedure followed by him
and I agree with him that an extra-
ordinary situstion and an emergent
situation has arisen. Everybody agrees
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with this, He has quoled Mr. mMishra
ulso. { am pot abdicaling my 1.guts, L
nave ueen following tne procedures
laid down by my predecessors, lney
have relied on the past pracuice, and I
accept thal, They may rely on 1t
But, I am not going to allow thus for
the futuie. As to; the other matters,
Mr. Chavan must come before this
House with details of all tne expendi-
ture and demands tor grants, He must
also come torward with the Appropria-
tion Bill m thus very session—notl
some fime later, thinking that 11 will
start from 1875. But, for the future,
if the House agrees with me, we must
be allowed to lay down certain proce-
dures. In that procedure, I may have
to make a little departure from the
precedents established by my predeces-
sors. I am wveid much, out and out
a person to follow the old conventions
practices and precedents When [ have
lo depart from the practices and pro-
cedures, I never tuke upon myself this
responsibialy unless I consult the
Secretary-General or unless I consult
even the prominent Members T pro-
pose {o consull the Rules Commitiee
also 1 do not want to lay 1t down off
hand In such mutters 1t 1s very risky
I should not lay 1t down off hand
without consulting on the broad
prineciple They are mentioned
in Art 112 and 118, 114 and
115 along with the rules 204,
205 and 219. This is not a ques-
tion that expediency requires, emer-
gency requires or conditions require
it and hence we should ignore the
specific rule or articles in the Consti
tution

I fail to understand this. I am the
last merson to agree with this inter-
nretation,

Only because of certain precedents
which have been relied upon, on the
spur of the moment I am not going fo
change 1t, except that I have told the
House that I am not going to follow
this sequence for the future. I am
allowing you to proceed through the
Bill but with the specific direction to
come with the Pemands and the Ap-
propriation Bill before the House.

Thank you very much.
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for clause-by-clause consideration and
one hour tor the third reading
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SHRI B'REN DUTTA
West) M: Speaker, Sir

MR SPEAKER He may continue
after the Lunch-break

(Tripura

The Lok Sabha adjourned for Lunch
till Tharty Mmmutes past Fourteen of
the Clock

The Lok Sobha reassembled after
Lunch at Thirty-five Minutes pgst
Fourteen of the Clock.

[MrR DreuTY-SPEAKER in the Chair]

FINANCE (No 2) BILL, 1974—
contd

°*SiHRI BIREN DUT1A (Iupura
West) Mr Deputy Speaker, Sir, the
hon Finance Minister had to face
many a difficulty for introducing this
Finance Bill (No 2) From the ruling
given by the Speaker, 1t 1s amply
clea: that this Bill had been introduc-
ed 1n the Lok Sabha in an illegal and
il egitimate wav  Wihale giving his
consent to the introduction of thig Bill
the hon Speaker has stated in un-
ambiguous terms that m future pei-
mssion will not be given for the intro
duction of such Bill in this 1llegal way
I do not know whether thre Finsnce
Mimister will draw any lessen fiom
tms episode Because it 1s no sudden
detelopment and 1t only reflects the
thinking and policy of the Congress
Government Although the Govern-
ment always advocate thie cause of
the poor masses in their talks and cry
hoarge that thev wamt to ushesn m
peace, prosperity social justice and
progress for the common people but
in reality thev omlv try their utmost
to uphold the interests of the mono-
polists, the capitalists and big lend-
lords in thear policies and actions
even by violating the Constitution of
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Inaie ond other laws of ilhe land 4
staled u; the hon Speaker today ' e
Governmeni came forward with sim -
lar 1llegal Bills on several ottuast i~
earlier al-o theireby hoodwinkin. the
people and using such Finance Bills
as 4 tecnmugue of deceiving the ma-sse~
They trampled under foot all legal and
conslilutional provisions and norms in
introducing this Finance Bill Sir
while asking for permission again and
again fo introduce thi, Bill the Fin-
ance Minister sdid 1n justification of
his action that the countiy was fa.et
with o tlerrible economic crisis and it
no slep- are taken and this Bill 1s
not intruduced immediately, the coun-
try will go to the dogs He therefore
prave to the Speaker to allow him
to intir duce and start discussion on
this Finuwe Bill Sir he had brought
fortt « jnlar Bills on manvy earher
occa 1n~ also m the same 1illegal way
His ewonomic and fiscal poucies dur-
ing the last twentyfive years has
brought this country to the brink of
thiy terrivle crisis Who else has
createq this cmsis” It 158 soley the
creihion of (his Congress Government
Todav they are begging for permission
to inirow uee ithas Bill o as to speedils
mmapose somehow, a load of fresh taxa-
tion on the people irrespective of legal
sanctivns and irrespective of constitu-
tional provistons It may be noted
that tre Finance Mimster has carefully
avolaed nv mention of the causes that
has given 11se to the present crimis I

2.2

will ¢ est the Finance Minister to
honest: nonder over the policies fol-
lowed '+ the Government that have

generated this crisis today Was there
no way of combating the present crisis
other than the type of taxes he is now
going t impose to raise the additional
revenuc? Why he i1s not taking anv
meacures to curb the blackmarketeers
and fo unearth the colossal black
mone* existing 1n the country? There
are huge arrears of Income tax
About 20 per cemt to 25 per cent of
the income tax payable by the bir
business and monopoly houses are

*The original speech wam delivered

in Bengall,
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lymng in arrears What steps is he
going io take to recover those arrears?
Sir, the big landlords in the rural areas
have amassed huge wealth but the
Government 12 reluctant to lay its
hands on their wealth and to tax them
because they are working to protect
and uphold the interest of these hig
landlords. The Congress Government
1s acting ag representatives of these
big landlords in every State The Gov-
ernment 1s advancing loans to the
speculators and hoarders through the
nationalised banks As a result, all
the daily necessities of life which are
alieady very scarce, are being corner-
ed by these people thereby raising
their prices beyond all proportions. It
15 creating untold misery for the
masses The Government’s policy 1s
again responsible for this pathetic
situation, In the field of inflation,
India today occupies the top position
-among all democratic countries due to
the defective economic policies of the
Government The taxation proposals
that have been presented in the name
of curbing inflation will totally fail
1n 1ts objective of bringing down the
prices It will in fact further aggre-
vate the situation, It has been report-
ed m todav's newspaper itself that
since the introduction of these tava-
tfion proposals, the prices of all com-
modities have risen by about 25 per
cent. Mr Deputy Speaker Bir, we find
‘that the main aim of the Government
behind their budget and economic
policy is on the one hand to safeguard
and protect the interests of the mono-
polists, capitalists and the big land-
lords and on the other hand to impose
heavy doses of taxation on the common
people The poorer classes of people
like the workers, labourers, small
farmers, agricultural labour ete., have
become paubers and totally bankrupt.
They have hardly anv purchasing
power left with them due to the terri-
ble inflationary pressure that have
built up But the Government's pre-
sent taxation prooosals will further
push un the orices and these lower
strata of our society will be the hardest
hit The Government is reluctant to
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touch the pockets of the rich srople.
Who are sought to be trapped Ly these
fresh tax proposals of the Govern-
ment” The Government’s aim 15 to
impose the burden of fresh taxes on
the professional classes like doctors,
lawvers, middle class farmers small
iraders ang other muddle class of peo-
ple We should undergtand clearly
that due to this policv of the Govern-
ment production capacity in the coun-
try will be botiled up Today during
question hour 1t wag seen from a reply
by the Agricullure Mimstry thal agr-
cultural production in the couniry ha-~
fallen, Our ndustrial production has
also come down and there 1s a crisis 1n
our foreign trade We are actually 1n
the midst of crises in every sphere of
hife Does this budget hope to 1educe
this alround crises” We do not see
any possibility of that This is actually
framed to further aggravate the crisis
This budget was sought to be rushed
through to deepen the present crisis
This Government's policy is responsi-
ble for the steep nse in the prices of
all commodities Due 1o the Goverd-
ment's policy the blackmarketeers
have been enabled to carry on their
nefarious activities fearlessly without
any check The Government's policy
agamn have enabled the monopolsts
and blg business to increase tneir as-
sets and wealth manifold Their in-
come are not going down From the
accounts of the Reserve Bank it 1s
seen that their wealth are increasing
by leaps and bounds. The income of
the poor people are going down where-
as the income of the rich people are
continually going up Today there is
terrible power crisis all over the coun-
try, there iz scarcity of fertilizer and
agricultural production ig falling fast
The Government instead of paying
attention to solve these problems Is
again going to impose fresh load of
taxation on several commodities and
to achieve that aim they have to bring
forward this Finance Bill in the T.ok
fabha in an unconstitutional manner
Sir, T want to say in clear terms that
by bringing forward this supplement-
prv budeet and by Iimposing more
taxes on cloth, steel and other dallvy
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necessities of life, our problems will
not be so'ved. We find from the tax
proposals that more taxes have been
imposed on cloth, tyres, paper efc. Sir,
even many Congress members have
discussed 1n this House the other day
that the price of paper has alreadv
gone so high that all aducational
activifies have come to a standstill. Do
we want to solve our economic pro-
blems by imposing more taxes on it?
Sir, we are already underclothed, the
people 1n our villages are going about
half naked. The price of cloth has
already sky-rocketed and more taxes
are being imposed on it. We cannot
support this Finance Bill under any
crcumstances. This Bill has been op-
posed on legal groundg and it has also
been called unconstitutional. Sir, I on
behalf of my party totally oppose this
anti people Bill. We will oppose it at
every stage. We oppose it lock, stock
and barrel. The hon, Speaker has
given clear ruling that such Finance
Bills should not be brought forth in
future in this illegal and unconstitu-
tional way. I do not know whether
the Government will pay heed to his
directions. This Government does not
have any concern or feeling for the
poor masses of the country. They
have no thought to spare for the in-
terest of the workers, the farmers and
the middle class people. Sir, after
driving out our foreign rulers after
prolonged struggle. our constitution
was framed The directive principles
were enshrined therein where the
rights, privileges etc. of the poor
masses were reflected. But this Gov-
ernment have trampled underfoot all
that wag contemplated in our consti-
tution and have against and again
brought forth such atroclous Finance
Bills to the detrement of the poor
people and agalnst the spirit of our
Constitution. This way the Congress
Government is taking the country on
the vath of destruction. Hence we
totally oppose this Bill
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SHRI Y. S. MAHAJAN (Buldana):
Mr, Deputy-Speaker, I welcome the
Finance Bill presented by the hon.
Minister of Finance, It shows the
determination of the Government to
reduce the yawning gap between
public expenditure and the total re-
sources in sight during the current
year.

Though the main thrust of the
Budget for 1874-75 was to restrict
the growth of public expenditure,
mobihse additional Tesources on a
substantial scale and to reduce re-
lance on deficit financing as part of
tha overall strategysto contain infla-
tion, these objectives have not so far

been realised. In fact, the strength
of the inflationary forces has con-
tinually increased ang prices have

been pushed up more steeply than
before, the average monthly increase
since January 1974 being about 2.6
per cent.

As the inflation in our country is
due to factors working on both sides
of tht equation, that is inflationary
demand on the one side and insuffici-
ency of supply on the other, Govern-
ment has to toke determined steps
not only to augment agricultural] and
industrial production but also to re-
duce the monetary demand in 1the
economy.

As a 1esult of some factors which
are largely beyond our control such
as uncertainty of rainfall, shortage of
fertilisers in the world market, the
lack of adequate power supply and
transport difficulties, the prospects of
growth in agricultural and industrial
production are minimal. In the mean-
while, if soaring prices continue. they
wil| debauch our currency, play havoe
with the hves of our people and mar
all prospects of progress in the near
future.

It is to prevent such a catastrophe
that the Finance Bills seeks to raise
more resources and reduce the gap
between the income and expenditure
of Government for the current year,
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The Finance Bill, it should be noted,
is also part of a package of measure
designed to check inflationary pres-
sures and to stabilige prices at a rea-
sonsble level or at least prevent up-
ward rise in the near future. But
the guestion that we have to answer
js whether this Finance Bill, or
call it Budget, will remove the pot-
ential gap between revenue and ex-
penditure, The hon. Finance Minister
has had no illusions on this point.
The gap will be reduced, though not
eliminated. The deflcit is still in-
creasing and it is pot possible to say
at the moment what that deficit will
be.

The hon. Finance Minister has reit-
erated his intention to ensure that
deficit financing does not exceed the
limit of Rs, 126 crores as projected
in the budget for 1974-75. Some
people contend that though the ob-
ject is to fight inflation, it will in
fact have the reverse effect. Here
apgdin the Finance Minister has oeen
frank enough to  admt that
all the measures taken so far
under the three Ordinances and
the changes in  the monetary
policy would not be adequate
to deal with the inflationarv
situation, Hence he had to come
forward with the Finance Bill for
increasing the income of the Govern-
ment and reducing the inflationary
pressures in the economy. The tax
on finterest earnings of the com-
mercial bankg will lead to an increase
in the lending rates. By making
cred'{ dearer the traders and manu-
facturers will have to spend more.
This will it is hoped dampen their
enthusiasm for speculation or specu-
lative building wup of inventories.
Sirce there will be a tax on the in-
terest earned by banks and there is
a tax op the profits banks, I want
tn ask whether this does not amount
to double taxation. Increasing the
bank rate by two per cent is not a
sufficiently strong measure. The
bank rate could have been increased
by two or three per cent more, As
far as the increases in excise duties
are concerned most of them are on
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incdustrial intermediates and, there-
fore, it ie difficult to estimate the
probable increase in gprices except to
gav that the increases will be negli-
gibie, The hon. Minister has only
attempted to see that scarce com-
medities are used more eifectively.
He has also attempted to discourage
conspicuous consumption and to in-
tercept the windfall or blackmarket
goins being made by the traders and
man:ufacturers. It may not be
wreng to expect that most of the
burcen of such taxes will be cushioned
at various slages.
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The most significant feature of the
Firance Bill is that the Finance
Minister has avoided fresh levies on
articles of mass consumption, The
ceramen man who already bears the
hezviest burden under inflationary
conditions has been spared. None of
the ilems that figure in the consumer
price index have been taxed. The
Finance Minister has not taxed bank
virp or yvarn of lower count groups,
tyres and tubes of scooters, mopeds
or znomal driven vehicles. cheaper
varieiies of cigarettes, standard vavi-
eties of cloth and common varieties
of writing and printing paper and
newsprint,  Certainly he reserves to
be <ongratulated on this aspect of
the Finance Bill,

Fie has promised a number of
suppiementary steps to follow  the
TFinance Bill to counter the inflation-
ary situation. We are anxiouslv
awuiting for them. Hope he will
secn be ready with economy measur-
es una drastic steps against black
money which has made the Govern-
ment’s control and  management of
the economy largely ineffective, Thege
could be no doubt that a sizeable
increase in  agricultural production
will have the greatest effect in' dam-
rering down inflationary  pressures.
1 am glad that the Prime Minister
has herself undertaken a compaign
to go round the different States 1o
ensure that steps are taken to boost
agricultural production. Ip addition
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to these essential steps, we should
tighten up the fiscal system and re-
cover revenue arrears. This  will
irnmediately reduce the spendable
amount in the hands of people most
o2 whom are likely to be tax dodg-
ers or speculators.

Lastly I should like to suggest a
rule of the thumb for regulating our
meanetary policy, namely, that the
money available in the economy in-
cluding currency notes and bank
credit should not increase fin a year
by more than the increase in real
output. Many eminent economists
have sazid that the increase in the
amount of money supply should rot
be more than five per cent. The Fin-
nance Bill, the three Ordinances and
the changes in the monetary policy
are clear evidence that the Govern-
ment iz dead set against inflation, I
hove the Government will not
clacken its effort to pursue tihem
vigorously upto the point when it
can break the inflation psychosis
which turns everybody who has
money into a speculator. The manu-
facturer builds up a big inventory:
the trader becomes a hoarder; and
he who has hlack money buvs up
anvthing he can lay his hands upon
for speculative purvoses and even
consumers who can afford keep un-
recesserily large stocks.

Under such conditions, even an
cppreciable increase in  production
will net have any desired effect.
The Covernment has now moved in
the right direction and taken the
necessary steps, No right-minded
person can withhold his assent or
approval  to such a poliey. With
these words, T support the Finance
Bill.

«$;{RI J. MATHA GOWDER (Nil-
girisi: Mr, Deputy Speaker, Sir,
1 rise to place my views on the Fin-
ance Bill No. 2 on behalf of Dravida
Munnetra Kazhagam,

*The Original speech was delivered in Tamil.
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At the very outset, I would like
to say with all the force at my com-
mand that the basic cause for the
preseit unprecedented economic eri-
sis being faced by the country is the
ruling party's misplaced economic
pricrities. defective fiscal policies
and extravagant expenditure. I am
cure that this contention will he

countered by the Government with
the argument of fall in agricultural
production during the current year

on account of insufficient rains. Rut.
Sir. it cannot be denied that the
ceimiry had bumper crops in the ear-

Yer yeors and inspite of that such an
ceoncnic  crisis has overtaken the
country. It is inexplicable tn me

how the Government, with a sprawl-
ing hureaucracy at their back, could
not foresee this econemic cerisis and
talie precautionary steps to evert it
or 1o reduce its impact,

liere, 1 would like to point out ihat
the Opnosition Parties in this House
hed fecquently stressed the need {or
cutting down all the unproductive
expenditure and for  curbing  the
altitud>  of spending spree on  the
puit of the Government. I am sorry to
say that the Government did not
pay heed lc the carnest pleas of the
QOppesition  Parties  in this  august
Housge. Sir, today morning there was
a Short Notice Question about the
cancellation of International Trade
Fair,  Before the Government took
@ doecision to cancel the International
Trade Fair, more than a crore of
rupees had already been spent on the
International Trade Fair. Could the
Government have not taken this
decision to cancel this International
Trade Fair six months before which
would have effected a saving of more
thap a crore of rupees to the Gov-
crarernt? I would like to know
why the Government did not take
this decision six months before. Do-
es it mean that the Government were
not awzre of the impending financial
crisis? If the Government could
not tlzke decisions at appropriate

AUGUST 12, 1974

Finance (No. 2) 268
Bill, 1974

ume, if the Government could not
wdimimister the country properly, it
would be better for them to resign
and get out, I am compelled to
say this because the Government
could not foresee the coming events,
which 1esulted in the unnecessary €x-
penditure of more than a crore of
rupecs.  This is not a solitary in-
siaince.

When thc coking coal mines were
netionaiised. I pleaded with  the
Government in this House that ihey
skould not give any compensation 1o
the erstwhile mine-owners, MMany
hen. Memkbers referred to this in this
Hoirze. But the Government were
munificent to compensate the former
rmine-cwners with Rs. 3035 crores as
if the public exchequer was over-
flowinz with money. If  anyone
came  to the conclusion that the
ruling party stood to benefit [from
the payment of compensation {n the
iac-owners. he would not be very
far ifrom truth,  Similarly, for more
than twe decades there was demand
for the abolition of privy purses to
the former rulers, But. when the
Gevernment took the decision to aho-
lish the privy purses. after having
puid a sum of about Rs. 110 crores 1o
thie former rulers. unashamedly the
Government came with a proposal o
pey them a lump sum as compensa-
tion v hich meant draining the pub-
lic exchequer by several crores of
rupecs. Likewise, for many years
the people of the country were de-
manding thke nationalisation of hig
commercizl banks which served only
the interests of big monopoly indus-
trialists, When at last this Govern-
ment pationalised 14 big commercial
banks, thcugh there was no need to
give any compensation, there was a
proposal from the Government to
give a compensation of about Rs.
105 crores to the erstwhile manage-
ments. The Government, unmind-
ful 2f the economic implications, have
also uzgreed to pay Rs. 15 crores in
foreign exchange as compensation
to the ESSO Oil Company which has
been taken over by them,
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At every step, the members belong-
ing to the Oppositio~ Parties were
pointing out to the Gove-nmeni that
such huge payments of com2ensation
were detrimental to th:e econumic inte-
rests of the country. Bur the Govern-
ment were generous, as if mcney
would {low perennially from tie public
exchejque.. When tnis was proved
otherwise. waen the excheuter is dried
up, the Government ‘re shadding cro-
codile tears about the worsemnyg eco-
nomic situation. Are they not asham-
ed of having brought the country to
the brink of economrc destruction?
‘Either they should hav: had a sence
of perspective and maaazag tae ficcal
vesources  prudently or (hey should
have given their ea-s to the ecarnest
pleadings of the Opposition Parties in
ihis House. I am coastrained to ask
of this Government: are you not really
ashamed to take the money frem the
poorest of the poor in the country by
the presidential ordinace that 50 per
cent of the increase in thaei: wages
should be compulsarily deposited with
the Government?

Take for examgple the ilanlation
labour, who with their sweat and klood
contribute greatly to the foreign ex-
change earnings of the coun:ry. Their
wagz is Rs. 3 per day. On account of
ever-increasing prices of essential corn-
modities, they are not able t» mske
both their exds meet. Now. they may
‘get an increase of 50 paise per day, it
‘their wages are increased hy tae plan-
tation own2rs and a boaus of Rs. 20
or 30 a year. Out of this. they have
now to deposit with the Government
50 per cent. I should say that this
heartless Government want 25 paise
from the paltry 50 paisa increass given
to a plantation labour. Many Unions
of Plantation Labour have already
sent a telsgram to the Prime \linister
in this regard. I hav: already writ-
ten a letter in tais coannection 1o the
Finance Minister requesting him that
‘the Plantation Labour should be exen-
pted from the Provisions of the Ordi-
mnance regarding 50 veg c2nt cimpal-
gsory deposit. Whao is responsibie for
this state of affairs? It is only the
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economic mismanagement of the ccun-
try by the Government. It would have
been all right if the Goverrment had
exiended this O:-dinance only ts the
highly-paid  bureaucrats and heavily
drawing management personnel in the
private sector. 1t would have been
proper if the Government had tried to
replenish their depleted exchequer by
taxing the monopoly indusirialists, 1
wonder what the foreign (Governiment
will think about the Governmeni of
India trying to raise resources from
the people living below the poverty
lire. It is time that this (jovernment
give serious thought to this question.

I would also refer to the paradvx of
food scarcity especially in the Cong.
ress-ruled States. Sir, in our country,
in only one State there iz an Opposi-
tion Party in power, i.e. the D.M.K. in
Tamil Nadu. Till recently there was
no food scarcity in 'Tamil Nadu, 'The
D.M.K. Government of Tamil Nadu,
by iroplementing an eilscive agricul
ture-criernted  policy, n:adde *fne :tate
self-cuffcient in foodg-eins, and alse
a surplus State in foodgrains but
the Central Goverament would not
tolerate the efficient administration of
a State by on Opposition Party. If it
is allowed to function in the interests
of the people of the State, naturally
the Opposition Party will continue to
be in power for some more years.
The Congress Party at the Centre
should somehow end the bhappy
state of affairs in any part of
the country. The Central Govern-
ment, even without consulting the
State Government, removed the Con-
trol on the movement of coarse food-
grains and in consequence there is
acute shortage of foodgrains in the
State today. The entire blame for this
unfortunate situatiorm in Tamil Nadu
rests squarely on the shoulders of the
State today. The entire blame for this
unfortunate situation in Tamil Nadu
vest as it took in discrediting tae
D.M.K. Government {in augmenting
foodgrains production in the Congress-
ruled States, there would have keen
no scarcity of foodgrains in any “part
of the country. But, the history of the
ruling Congress Party is replete with
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suca instances of deception and leg-
puil ng The Congress Party did not
a'l.w the Opposition Party to be In
puwer in the Punjab even for a few
mo iths I have pointed this out meny
times, on the floor of thuis House Ins-
tead of spending the precious time 1n
devising ways and means for ¢' sc edit-
ing an Opposition Party Goveinment
or sor dislodgmng 1t from the seat of
p wer 1t the ruling Congress Parly
<tarts thinking and acting construct:-
ve v in the interests of the people of
the countrv then 1t 18 worth tae while
fcr the country to be admins'ered by
such a party If the Goveirnment
charged with toe responsibility o
feeming the people of the country tail
to ‘o thit they nave no right to iule
the State It would be belter fur the
people of the country if the Govein-
mrent resign fortnwith and enirust the
1c40 msibibity to somebody else
s

S I think in 1956 the i t Sivrl
m¢ tary Budget was presenled by the
Ce tral Government and m 196y the
second Saippl mentary Budget Now
tms 1s the third Supplementar,; Budget
Th- very fact tnat for a third time
the 1ul ng party has come torw 1 d w 1th
a Supplementa y Budget snows that
th lay of reckoning 1s tast approach
inp for tae ruling party 1 would onh
sa,; that the Government muy d g then
own grave bul they should make
e e endeavour to -ave the yeople
trcmn certain destruction If the rul
ing pariy afte- 25 years o. uninter-
1 inted stay in the seat of power, can-
tnt deliver tn» goods to the countit
1f the Congress Party '3c.ernment at
the Centre have got any compunction
left 1n them they siould quit hvn~ur-
it1  before they are comuietely cver-
taken by the events I should say that
they by that act would onlv do good
to the country and its people Agean
I would sey that that wni 1d be better
than ext-acting money from the pnor
rcovle to fill the coffers of the Jov-
e1rment
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Sir 1t 1s common know edge that the
Government have many thousands of
¢1ores of rupees a. aid and loans from
ftyelgn governments during the past
two .nd half decades Our couutry
pe-naps tops tae list of heaviyy tared
countries With all this, we ase tacing
the economic crims today This 1s
mainly because econzmiz prudence 18
en alien phrase for thigs Government
Even today lakhs and lak1s rupees n
loreign exchange are being spent 1n
the foreign tours of the Central Mims-
te  The splendour and extravagance
of the living of monopoly industrial
1ts bears no comparison It 15 widely
believed that black money 1n thousands
ot crores of rupees 1s I1n circulation
T1» blackmarketeers and speculators
aie holding the country to ransom If
only the Gove-nment had taken cner-
getic steps to eradicate the ewvil of
black money in our country this
countiry would not have been gvertaken
by this financlal erias It 1s not
enoiga if the Government capture
R« 50 lakhs or Rs 60 ‘akhs in a cor-
ner of Bombay City as reported in the
newspapers The Goveri ment have
not got a tim=bound plan to 1d the
couniry tiom the ewil rftects of black
money I should say tiat the Govern-
meni are also not interested in such a
time-boung plan For the ruling Cong
reeg Paity black money ;> the perei-
nia! source for fghting and winrin.
the elcetions  Without the «upport cf
blw« money the ruling sact, would
not be able to su vive even for a ca3
The rul ng party can perpetuate it
hold on the country for another two
dre1 es gnly with the help of hlack
moncy I have no hesitation 1n saying
that the Government are solt pedal-
ling the issue of black money and the
country has geen mortgaged to black
ma keteers and speculators The anly
unalterable aim of the ruling pa-ty 1s
taat 1t should perpetuate 1its powers
and that no opposition party should
be given any opportunity to rule the
country The financial crisis being
faced by the country today is the
consequence of the ruling Congress
Party's mismanagemet of the economy
and subserving the economy to its poli-
tical ends
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It is time that the Central Gove:n-
mz=nt mend their primary objective of
keeping the Opposition Parties at bay
by taking constructive interesi in the
economic well being of the nation. Be-
fore I conclude, I would urge upon the
hon. Finance Minister that he should
repeal the Ordinance affect'ng the
meagre resources of the poco: people
of the country.
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SHRI NIMBALKAR (Kolhapur):
Through the taxeg he has yproposed
the hon. Finance Mimster expects to
rai~e about Rs. 123 crores in the pre.
sv.l financial year of which less ‘han
Rs. 30 crores will be in the form of
d.zect taxes.

The purpose of raising these taxes is
to meet the deficit in the Railway
Budget and then the rise in the De-
1 -nce Budget as also to curim] the defi-
cit financing and keep it within Rs. 126
ciores and to meet the lucrease] ex-
prnditure on the impoit of foodgrains
ol which Rs. 100 was firsy thought of
and tor which we now have o pay
an, where around Rs. 400 crores.

As far as direct taxes are concerned,
particularly, the tax on bank interest,
1 t.ink, the same effect can be achiev-
ey by raising the bank rate by 3 per
cent instead of 2 per cent as was done
in recent times. But since then an
Article has appeared in the Economic
times in which hope is expressed that
some of these taxes will he absorbed
today by the banks and if that is the
ca~e I welcome this measure. This is
a better and a welcome way of rais-
ing resources. I have alsp heard the
opinion of Mr. Mahajan who has
quoted Semibombla and said that bank
rate should have gone up by 3 per cent
rather than 3 per cent. In the case of
indirect taxes, experience in respect
of amy nation ig this. Ne Finance
Minister likes to raise money by in-
direct taxation, Our Finance Minister
is really an optimist and he thinks
that that money will be absorbed by
the traders and producers. This opti-
mism ig clear in the stafement made
by Finance Minister when he said that
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he wanted to mop up surplus gains.
It they are not passed un to the poor
and common man that only this sort
of mopping up will do good. But [
am quite sure, knowing the psychology
of the traders and the industrialist,
taat this will be passed on to the poor
man, 1o the common man. The state
ol the common man as f[ar as wdirect
taxes are concerned, is worse than
that of a dog. A proiessor once asked
a student to delineate what he thought
wag indirect taxes and to give example
and the student said, for instance,
Sir, the indirect 1nx. The Profescor
asked, how comes? He said well,
Sir, the dog does not have to
pay the texes. In the case of in-
direct toxeg it is the common man,
the poor man, who has to pay it. So
he is worse than a dog and we call
him usualiy an under-dog.
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The fact of the matter ig this. We
have to ask ourselves why these taxes
were made necessary. i1 1s easy '0
say, we are in the grip of rising prices,
gallopping prices, etc. and econom:c
crisis. But we should ask ourselves
whether we have not in a4 way helped
this cmsis to come about by the kind
of spending that we resorted to. Only
today in the Indian Express you will
find that there is an article under cap-
tion: States messed up crash food plan.
In the crash food plan 1472-73 1t wWas
expected to have 15 nullion tonnes of
foodgramns. Layout of Rs. 250 crores
was made. Not even one grain more
was produced than what was expected,
and Rs. 250 crores wnuc spent in a
wasteful manner.

Regarding conspicuous consumption,
let us talk of what happens in Ci\-ri'l
Aviation. Some of us travel by air.
vou will find not even thereof four
persons pay the fares themselves.
Otherwise what you find is that MPs
like us travel who are prid by the
State and there are others who travel
by air who aré paid by the industry-
What you find is that the entire lond
is more or less paid by the State it~

self.
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I call thig alsg a kind of tunspicuous
-spending. In the public sector under-
takings, particularly, if you think of
them in a commercial sense and if you
invest hundreds of crores of rupees,
ipen you should be earning by at least
‘iens of crores of rupees. If you invest
by thousands of trores of rupees, you
snauld be earning hundreds nof crores
af rupees. Actually, we are investing
on public gector undertakings
thousands and thousands of croreg of
‘rupees. But, what is the return that
we are getting in return? We talk
about socialist countries.. In a socia-
list economy, a public sector under-
‘taking must -un on a ovrofit and that
profit must work as a cushion with
which the Finance Minister can really
operate in such a manner that our
«country can come forward. I canrot
blame our Finance Minister. He has,
of course, made enough meney avail-
.able to these public sector undertak-
ings and we are looking after these
public sector undertakings. Consider-
ing the fact that we are looking after
‘these public undertakings, you do not
run them with a commercial conside-
ration. Take for example the Civil
Aviation, Tourisem or even Heavy
Industry and so on and so forth. You
have to run them with a commercial
consideration. In fact, we are run-
ning them like post offices, It will
ruin the economy if we were to run
them as if they are post offices. I
would urge upon ou: Finance Minis-
ter that after all he is financing these
undertakings and he should prevail
upon his colleagues to see that take
a commercial attitude towards them
:and not run as post offices. If he is
going 1o do like this, thep he is in for
a trouble, If he were to run them
on a profit, susely, he woyld have st
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clent manner and they should reslise
that the ' timé is now over and -we
cannot think, all the tme, this post
office economy on the ground that it
would be the poor who get everything
from tae public sector undertakings.
They get nothing at all from the pub-
lic undertakings. Public utility is
quite different from fhe public sector
undertakings. I am raller surprised
about what he said in this House and
oqutside about black money. Taat
means we have got into the clutches
of the black money. Some peuple
want a frontal attack while some
others want a complete eradication of
black money. Ultimately, I am sure
that cure is going to be worse thar
the disease. I want the Finance Minis-
ter to see that the black  money is
completely eradicated. Much of our
industry may even use the black
money to the extent of 45 per cent.
You have, therefore, to ask yourselves
whether our economy i3 not also run
on black money. The question is; how
to get rid of this black money? We
have to take a little responsibility in
our own fiscal policy and against the
people who create the black money.
That is the point on which we have
tn ponder on. I say you will have lo
take a pragmatic view of all these
things. If you really want to get rid
of the black money, that will have to
be done in a manner which would
ultimately be helpful to both the in-
dustries as well as to the economy of
our country, At the same time, I think
that at least 80 per cent oi the controls
that we have today will also have to
be remnved. One of the biggest
reasons for the crealion of black
money ‘s mosily the contrals.

Sir, now it might soung odd but I
want to propose one more lax which
the Pinance Minister should consider.
He will remember we had those
refugees on our haunds I proposed the
tax and I am happy to sav he made
use of thyt at that time. It Is icalled
needbased tax. The ®eed -of ‘the hour
is to eraficate fivéds. 'Whe Finande
Minister himedlt is a nflcketer, - He
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knows in the fleld every zun that is
saved is worth two rung that are
scored. Why I want to impress this
point is tell me in the last 27 years
one thing that we nave completely
cured. Even malaria Is coming back.
Let us have g levy of that and money
saould be complstely used for the
eradication of floods. I am an opti-
mist and I am quite sure the Finance
Minister is also an optimist. He will
look this difficult time which we are
facing not something to cow us down
but as a mew challenge and a new
opportunity.

SHRI VIRENDRA AGARWAL
(Moradabad): Mr. Chairman, at the
outsel I would like to cungratulate the
Finance Minister for having acquired
the proficiency not only {o bluft him-
self but to mislead the entize nation
on the economic front. The diagnosis
of the disease and the remedy are so
contradictory that onc gels the im-
pression that either the Finance Minis-
ter does not gppreciate the fundamen-
{als of economic pnneplss or he
allows himself 1o reman in dark.

During the budget debate lust year
1 had tae bhonour of asking the Fin-
ance Minister whether the country
was moving forward or going back
but he had compared my question
with that of Hamlet's ‘To be or not
to be' and thus evaded the answer.
But today every Indian is convinced
that we as a nation arc passing through
the worst crisis of hyper-inflation and
the Government is still groping m
dark, Even the senior Congress
leaders suspect whether Mr. ¥. B.
Chavan would ' ever gucceed as
Finance Minister. The fact that
calculations made barely four
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The official value of the rupee has
dwindled to 29 paise while the non-
official value happens o be no merre
than 25 paise. In this situation and in
these circumstances, the Finance
Minister has presented the sewouna
Finance Bill which is primanly a 1e-
source-raising exercise, Tha Finance
Minister claims it as antianflationary,
because he feels that the resou-ces so
ratsed would be uble to keep the
budgetary deficit at Rs. 126 crores, I
would have certainly supporteq the
Finance Minister it lus statement
wnould have been correct. Here, 1
would like to argue with the Finance
Minister. During the current year, 1s
it not a fact that Governnient w.ll Le
reyuired to add al least Rs. 1100 crures
{o the budgetary deficit on the tollow-
Ing basis? There are seven major
items under which he will have addi~
{ional expenditure added to the budget-
a-y deficit. They are: Ralway Ludget-
ary deterioration: Rs. 200 crores; ex-
penditure on fertiliser subsidy: Rs. 100
crores, Expenditure to save the core
sector p-ojects: Rs. 300 crores; acdai-
tional dearness alloswance: Rs. 200
crores, addiional food subsidy.
Rs. 165 crores; additional experm-~
ture on defence outlay: because
of Pakistan's military build-up:' Rs.
130 crores, In this way, the Finance
Minister still has yot the responsibil.ly
to finance the country's resources by
Rs. 100 crores. On the credit side.
the Finance Minister has got only two
items. There also, according to the
Pande and Kaul Commiite, they have
proposed a cut on the expenditure on
account of both plan and non-plan
outlay for 1974-75, and that figu=e has
been kept at Rs. 200 croves. If we
add this Rs. 186 e¢rores raised during
the supplementary budget, the total
amount comes to about Rs. 388 crores.
Thus, there is a sum of Rs. 1100
crores on the dehit side and a sum
of Rs. 33 crores on the caedit side.
It means that during the current year,
the Pingnce Minjsier wil jesve the
budget with a diesscut budgetary gar
of Rs. 800 crores. With this Rs. 800



279 Finance (No. 2) .
Bill, 1974

[Shri Virendra Agarwal]

crores I really do not know how the
Finance Mlnister claims that this
budget is anti-inflatlonazy. This is
what I want to argue with the Finance
Minister and understang.

Secondly, I hold the view, and this
view is an economist’s view, that this
budget has nothing to do with our sole
objective of fighting inflation. When-
ever he raises excise duties, will they
not add to the cost of production?
Will they not be passed on to the con-
sumer? If they are, how can he des-
cribe this ag anti-inflalionary? Either
he feels that the entire wo:ld is 5 fool
or he allows himself to live in a fool's
paradise,

In fact, what has happened is that
these excise duties which he has im-
posed on very crucial inlusirial items
have already raised the priceg and tais
cost-push-inflation will not milerely be
infiationary this time but it will also
aad the signs of recession. Theretoe,
fhis  supplementary budget is not
wholly inflationary bul will also pro-
duce the signs of recessicn. When in-
flation and recession join a situation,
Mr. Finance Minister, you can very
well understand that you will create
a situation which you as Finance
Minister will not be able ty raeet.
The p-esent Government of which you
happen to be the Finance Minister be-
lieve that the best way to reduce the
price level is to mop wp the purchas-
ing power of the masses....

SHRI YESHWANTRAO CHAVAN:
Let him better address the Chair.

SHRI VIRENDRA AGARWAL: I am
addressing the Finance Minisier
through you, Sir, because he is the
main object of criticiam here. 1 want
to convince him and through him the
country. The facts prove that the
higher the taxes; still higher are the
prices. I would request him tp undex
stand and appreciate that during 1be
last 25 years the excise duties have
increased by 83 times, '
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In 1850-51, excise duties were only
Rs. 357.06 crores while they have

risen to Rs. 3,472 crores in 147374,

SHRI B. V. NAIK (Kanara): Calcu-
lations arg wrong.

SHRI VIRENDRA AGARWAL: No.
these are all foolproof. Every sen-
tence of mine is foolproof. I would
like Government to “verify these
ﬁguresandletmelmowuthey&re
wrong. This {s one major faetor res-
ponsible for galloping prices,

SHRI YESHWANTRAO CHAVAN:
Figures are correct. but inferences are’
w:ong. Y

SHRI VIRENDRA AGARWAL: You
cannot say the infercnces are wrong
because whenever you add up the ex-
cise duty, they are surely inflationary
in character.

It hag been suggested \hat the bet-
ter course would have been to raice
not excise duties but the ex-factory
p-ices of these commorlities, This is
because an increase in excise duty
will push up black market prices and
widen the gap between manufacture
and retention price: and black market
price, If Government ruaises the ex-
factory prices of these commodities, it

will reverse the current trend and
tempt manufacturers into selling
more or their actual output

through legitimate channels of dis-
tribution. It will actually reduce
the flow of goods and cash into the
parallel economy., It Government
can come forward with a proposal of
a wage freeze and dividend freeze, 1
do not have any objection, but I will
demand a tax freeze, Wage freeze
and dividend freeze should always go
with tax freeze. The former have no
meaning if taxes are allowed fo go

on Increasing.
SHRI P. X, DEO (Kalohandi): And
price freeze also. . i 5 ik
SHRI VIRENDRA AGARWAL: This
is the only answer to meet the présent
critical situation. * oM
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Next I would like to say this, Gov-
emment has been pleading tor the
last 25 yea-g that resources are heing
ralsed for the twin objectives of
defence and development Of course,
resources must be raised for develop-
ment But I want to know, where 1s
development I will just give you une
figure During 1969-70, the Central
and State Governments collected near-
ly 14 per cent of the national income
by way of taxes, and savings oui of
tax revenues which coula be used for
investment amounted to barely 08 per
cen{ of the national income 1f the
resources so raised either through
taxation or budgstary deficit are utilis-
ed for development, one can ve-y well
understand the situation But the real
situation 15 entirely dift-rent The 1e-
sources raised are 3qi'ander2d on un-
productive purposes That 1s the 1cal
situation All the -esturc:s you are
raising today from the pockets of the
poor, the common man or anylody
else are being squanaered And so
long as they are allowed to be squan-
dered, you can very well appreciate
that the economy can never giow
The blunt truth todav 1= that Cove'n-
ment now prefers to cut the plan and
starve indusiry and crivple investment
rather than take drastic steps iy cut
down 1its non-productive spencing

Government 15 commulted {o fght
«nflation It has {aken a series of
steps during the last one o- two years
1 do appreciate Governmept has shown
a certain deterrunalion in  that direc-
tion, but these five steps namely,
takeover of grain trade, credit squeege,
three Ordinances, rawsing the wenk
rate from 7 to 9 pec cent and finally
the supplementary budget, are rot
going to serve the purpose Out of
the five, at least three are negutive
1in character while two steps, that 1s,
the three Ordinances and the raising
of the bank rate, which the Finance
Minister has described as right stepa
in the right direction, are half-baked
and half-hearted efforts which will not
take him to his destinabhon These
measures are sp half-hearted that on
the one hand. vou will have a budget-
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ary deficit of Rs 800 crores and a net
bank credit exceeding Rs. 1,000

c-ores, on the other hand, on the sup~
ply side, zero growth rate You can
very well visualise the <luation lor
tomorrow 1 .an predicet that 1075
will witness a new standaid so far as
the gallopping prices are concerned.
Prices will shoot at the rate of hLitty
per cent a year and 1975 will witness
the rupee value ot ten paise That 18
what 1 prelict 1o tae Finance Ml i~
ter, 1t he does not reduce the budget-
ary ceficit and cut down the banking
credit 1If there 1§ no reasonable
growth rate, you can never fight
flation

The Opposition lhas been cha ged
that they do not have a plan to figat
inflal on 1 should hke ty present .y
ten point anti-inflation plan for the
con<ideration of the hon House First
recasting ot tae Fudth Plan with a
clearcut infrastructure laymg a preat
deal o. emphasis on transport, power
and fe tilhser The vresent Fifth Ilan
15 out of date and therefore 1t needs
tuv be discayzded The Planmng Com-
mission as a body neeqs 1o be hquidat-
ed and I propose there should be a
planming cell m tae Finance Minustry
to prepare a plan on the lines I 5 g-
gested earher Secondly, money <up-
ply must be kept in relation {o growth
rate 1f the g-owth rate 15 zero, money
supply 1n nos case shruld exceed two
or three per cent f the growth rate
1s 5 per cent, monay supply saould
not exceed 8 per wnt Durn_ the
last five vears the crowth rife has
been ?7 per cent but money <ucplv
has b=en 13 pe- cent during the lust
two years This gap between aggre-
gate demand and aggregate supply 13
further widened by the menev supnly
which has gone up to 10 per cent
while the growth rele has come to
7zero  The widening demand and sup-
ply situation has further created a cri-
tical situation on the p ices frunt
Thirdly, 1 propose that the Govern-
ment must define its policy so far as
production is concerned Government
leaders talk rather lightly and loudly
about raising production while the
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Government has done very
nttls  to raise produgtion. I
suggest five points: utilisation
of the installed -capacity; price
contrals must go in respect of raw
materinls in strategic industries; power
shortages must end, central supply of
inputs tp farme:s and autt production
laws must go, streamlining of proce-
dural delays. Fourthly, the public
distribution system needs to be stream-
lhined. Vulnerable seciions of the com-
munity must get essentlal 1ilems at
reasonable prices. Next, there should
be effective enforcement of the Essen-
tial Commodities Act. It 1s noi neces-
sary to amend the Act: if you enfo:xce
the provisions of the Act, I do not see
the reason why hoarders, profileers
and  blackmarketeérs cannot be
brought to book. It 18 argued: who
symbolises these traders and why a-e
they not brought to book? The Cong-
ress Party 1s maligned, If you want
the Congress Party to be kcpt above
board, you have to sec that the Essen-
tial Commodities Act 1s enforced eflec-
tively

. There is so much talk of black
money. If the Govcinment tightens
s tax machinery—it has got ample
powers in -espect of raids, seizures
and searches—I do not see why the
Government cannot unearth a sizable
portion of the 'black money.

The net bank credit rate, which is
often talked here in this House, has
already crossed the limit of Rs. 460
croureg now and it should be kept under
control. If you do not have a proper
check on that, if you allow that to
grow up at the present rate, 1 can
assure you that inflation will remain
beyond your reach.

The bank rate, which has elready
been raised-from 7 to 9 per cent, I
propese, should be -aised to 13 or 14
per cent,

1 expect the Govarnment to present

a white paper on umproductive ex-
penditure, I would say ihat it should
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be cut by Rs. 1,000 crores. So far as
this item is codcerned, heye I would
suggest seven points: (1) There shoyld
be & 50 pe: cent cut in the strength
of the employees at the Rashtrapati
Bhavan. (2) Research ang Eva-
luation Section at the Piiine Minister's
Secretarlat be abolished. (3) The
Plannihg Commission should be radi-
cally changed in composition. (4)
There should be 10 per cemt cut in
civiian expenditure, (5) The stail
carg should bé maintained and used to
the very mimmum in which case «
great saving can be made. (8) Over-
time allowances, which amount to
Rs. 51 crores, should be abolished. (7)
Travel of Ministers and Government
employees should be restricted, so far
as foreign travel Is concerned and, in
the case of domestic travel also, it
should be kept to the minimum,

Then, the -ate of savings, which is
tae crux of the eniire productive ap-
paratus, sheuld be looked into. Here
the role of small savings can hardly
be over-emphasized. I would also sug-
gest that tie lomit for income-tax
exemption for dividends should be
raised from Rs. 3,000 to Rs. 5,000 and
all deposits in post offices should be
exempted. The 1ncnme-tax rate ex-
emption limit should also be r-aised.
In this way, the Government should
draw up a programme by which the
rate of savings ig increased.

If this plan is worked out, if this
ten-point plsn is really brought mto
action, 1 really dp not see why the
prices cannot be kept under control.
It the Fimance Minister does mot act
in this direction, I can sssure the
Finance Minister that either he would
not be required to present the next
budget or he will hava fo prerent a
supplementary budget agaim towards
the winter session to manage the situa-
tion. That ig to ®ay, {2 he has to
manage with a deficit of Rs. 808 cwores,
hemyhvabmathww.

We a8 a nation are moving rapidly
towards a major disastar. There sre
visible signs of disintegration and 2
semse of emveloping chaon If the
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country 1s ad-ift and the Government
ruddetless, 1t 8 Dbecatse there has
beén a faihure of leadership The
Piime Mimster has no programme, no
worl{ veéw, no grami design Thus,
bereft of a frame, she has merely re-
acted to évents and failed to shape
them This has been her tragedy
She lacks economic¢ wisdom and ad-
ministrative  expertis She has a
mandate but fo rmmssion The two
unique achievements to her credit are
growing poverty and widespread cor-
ruption at the top Tne e 18 a noral
erisis and the collapse of moral autho-
rity She may dub the opposition as
mmmoral, narrow, and sectarlan vested
mterest but she and her rolicies me
entirely -esponsible for ecemomic
palitical and moral «<nsis If the
Piime Mnister has been unable by
herself to evolve a grand strategy for
India and give the cuuntry the natio-
nal goal 1t 1s all Fecause she has not
allowed a body of adwvisers to develop
such a frame fo- her Tlre immediate
rolit cal batklash the absence of a
well-ordered follow up programme and
the neutral sation . some of the anti-
tipated benefits by the ensuing
drought and floods cieated a <ense of
ineecutity 1n her mind and left her
with a psychological eomplex which
has produced a split peisonality in her
She may claim to have an h.storical
personahty But the history may
reveal things differenitly The Prime
Minister has always been good to react
hut she has still to act for the gocd
of the country The crucial aueston
which 18 being asked today 1s whethe-
the leadership has aclually betreyed
the nation

SHRI JAGANNATH RAO (Coat-
rapur) Mr Chairman, Sir I was lis-
tening to my hon friend Mr Virendra
Agarwal who p-oclaims himself to be
an economust He gave a 10-point
programme for economic development
and to fight inflation  If you were to
accept his 10-powt programme for
econtiic developmont atd to fight in-
flation J do nét kivow where the count-
rv Wil go to
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His first point was 1o abolish the
Planning Commirs 71 Flannming 1s

necessary at a tume when the resou-ces
are brmited Planned develupment 1s
neeessary 1n a country like ours It 1s
due to planning that economic develop-
ed has taken place There may be
some areas which are yet to be deve-
loped Thers may be certain i1mba-
lances created We have to set them
right But to say that the Planning
Conrmiss on should be abolished

SHRI VIRENDRA AGARWAL I dd

not say that I saii that Planmrg
sbould be a pat of the Finance
Ministry

SHRI JAGANNATH RAO First he
said that the Planurg Commis=ion

should be abolished

SHRI VIRENDRA AGARWAL- I
said tha{ planning should be a part of
the Finance Ministry

SHRI JAGANNATH RAO We have
got enougi economusts in the courntry
The party m power has a certain plan
for economic development We will
stick to the ptan and see how the
country, develops If there are certain
mmbalances and dist>-t1ns in the eco-
nomic development e=rtaiily they wll
be set right

It is true that our c untry is pa--
sing through an econ muc crisis It 15
not that the Government {s not alive
tn ths not that the Finance Minmister
does not know his job That 1s why
he is forced to come forwa-1 with the
second Finance Bill I welcome it
Not only that If he were to crme
torward with the third Finance Buill,
[ mall welcome 1t Even my hcn
{riend Mr Agarwal, agreed that therz
is a deficit of Rs 800 crore« 'The
Finance Minister has to cover the defi-
eit He cannot re-ort lp defieit finane-
mmg We should be prepared to make
the sacrifices to see that we are not run
down and that we are not chesed by in-
fiation

" 15 the duty of Finsre Mms'er
to see that nflatior 12 o~ ested In-
flation carnst be qreested (nly by one
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Budget. A series of steps have to be
taken. As g matter of fact, I will not
call thig Finance Bill as anti-inflation
iecause its impact on inflation is not
{o such an extent as he wculd like
it to be. This is one of the steps
which he has taken. The effect of
this Bill will be seen in lhe next year.
He has tc take stens now so that im-
rpact{ is produced in a few months,

There is a thies pronged attack on
inflation through the three Ordinances
wnich were issued last month, These
Ordinances have been attacked by
certain seciions ci the [Iousze sayving
ithat they are agawmst workers, that
tiey have the effert of wage-freeze. 1
respectfully disagr=e with them. These
Ordinances have pul a curb on the
white liquidity of cash in the hands of
persons.  Wages alsa include salaries.
1he idea, as is evident from the
Finance Ministe-’s specch is to reduce
the demand because the demand is
going up and the veduction is less.
would respectfully submit that a mere
reduction in demand will not reduce
‘the prices. The dAemand rnay be re-
duced but the prices may still go up.
The pricee are 8oin.3 up. They will
20 ve unless there is a price control.

I would suggest that in respect of all
manufactured goods, the Government
~should go intp the cost structure and
jix ex-factory prices of ail the goouds.
Then on'v, with less demand and in-
cronsorl production in cou:s2 cf time,
we can bring dewn ihe prices. The
son.ernmeny should have control over
‘the private sector. The private sector
is given certain fields of operation.
Thev are operating. But there is no
control, no check, over them. They
produce more but they show less in
their inventories, If 100 is the capa-
eitv, they produce 125. But 25 is nct
shown in their accounts. Therefore,
I would suggest that the prices of all
manufactured goods should be control-
led.

I was happy to hear the other day
on the radio Mr. K. R. Ganesh saving
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that they were going to post excise
staff in all the production units so
that they know how much is produced.
Unless you have a check and control
on the private sectnr at the site of
production, the prices cannot be con-
trolled ad unless thie prices are control-
led, mere reduction in demand canrnot
have the desired e!fect.
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It is then said that the ordinznces
will have the effect of a wage-freeze.
I say, ‘No’. The payment accrues
only when orders are passed and Gov-
ernment orders are passed in July
after the ordinances are promulgated.
Unless the orders are issuzd by the
Government, the wage-earner will not
be entitled tp get the allowanc2. Even
then, only 50 per cent will be deposit-
ed into an account in the bank for
two years. I would submit: what is
the value of the rupee to-day? 29
paise, Now, the value of the rupee
is bound to appreciate, thereby it will
be to the advantage of the empliee
who is forced to save in the banx as
the rupee will have a  better value
and a better price two years hence. It
is said that it is an anti-worker mea-
sure I do not agree there. The idea
is that we have to undergo sacrifices
for a better tomorrow. We should be
prepared for years to come, if not, at
least fn: one year more to see tnat
our economy develops and the prices
are controlled.

would point out ansther defect,
When the capacity ic the country is
estimated at 100. w2 have in the past
not teen allowing mn:re capacity {o be
installed in the country. The re<ult is
that while 100 is the capacity. 100 js
not being produc:d for various reasons.
You sce the performance of the public
sector and the privote sector where if
the capacity is 100. pradiiction is enly
60 o- 70 or 80. Thereiore. when the
demand is 100 as the capacity is licens-
ed according to the demand. then, pro-
duction not being uptc the optium,
there is less prouction and the demard
is more. Therefore, if the demanrd is
100. the capacity should be 200 sc that
even if it  has not reached
200, if may be 150 and there
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may. be a competitiogn apd the
prices. mlso will be competitive.

That is the case in other countries.

So, if:the demand i{s 100, the capacity

in the country should be doubile.

SHRI B. V. NAIK: Libe.alisation of
:ndustrial heensing 18 what you sug-
gest,

SHR1 JAGANNATH RAO. I do not
say that. Ag I said, there should be
contro] over the production and every-
thing produced should be strictly
brought to the Government account go
that there 18 no evasion of excise duty
and the production dues not go under-
gound. 1 am not for encouraging
private sector, bug to the extent the
private sector hag a right to operate
under the Industrial Policy Resolution
which 15 operating to-day, they should
be under the discipline of the Govern-
ment Now, there 1s no disciphne &nd
I want the Government should exe:-
cise more discipline, While speaking
on the Industrial Development Mims-
try's Demands, I have said, ‘You have
no control over the private sector’.
The Minister said that he 15 consider-
ing How and in what manner they
are going to have curtrol 15 yet to be
spelt out by the Government

We gre In the whirlrool ot black
money Black money has to be check-
ed from 1its very inception If you
post excise staff in the factories, you
can check production and nothing pro-
duced will be underground and the
prices are controlled so that black
money is not allowed to be developed.

A word about foodgrains The Gov-

ernment 13 trylng to procure about 10
million tonnes of foodgrainz out of a
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higher rate. Instead allow the State
Government to procure whatever food-
grains are available m the country
and let them stockpile the stocks and
from their stocks they can give food~
graing te the Ceniral pool whatever
you require and they can alsg sell ft
to the other SBtate =nvernments if any
State Government requires any quan-
tity of foodgrains. Yesterday, the
Food Mimster of Orissa wus here. He
went to Punjab and he wanteqd fcod-
grains and struck a deal wath Punjab
Government to purchase 20,000 tonnes
of wheat al R+ 150 per quintal., There
should be a Government to Govern-
ment account and the middleman 18
ehiminated and States which need
foodgrains can get them from the sur-
plus States

That 1 one way of controlling the
prices, and also having an equitable
distribution of whatever foodgrains
are there Foodgrains could be equit~
ably distributed through puble dis-
tribution system. Not only vulnerable
sections but al] other sections can have
foodgrains at reasonable prices. I will
not call 1t a Budget., i1t 1» the Second
Finance Bill which we have now, which
18 intended to raise resources, But
nevertheless the impaet produced on
inflation 1s not very much Perhaps
the Finance Mimster will have to think
of more measures to check inflation.
e cannot allow hmself to be ‘changed’
by inflation, but he should ‘change’
inflation | am sure he knows his job
and he is at it and I am sure he will
take whatever measures are needed to
check inflation so that prices do not
rise from day to day. Thank you

SHRI P. K. DEO (Kalahandi). Be-
sideg the procedural and constitutional
points raised 1n this House I must res-
pectfully submut that this Second
Finance Bill lacks foresight It has
proved that the Finance Minister did
not anticipate five months back what
economie condition our country is
going to face. This abnormal pheyo-
menon did not come as bolt from the
blue. It is a continuous process due
to pursurt of wrong ecomomic policles
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for all these years which has resulted
in this economic mess o

We discussed the Budget 5 months
agol abd from these benches we powmnt-
ed out regarding the new imporis on
various consumer goods, on ndirect
taxsation, on lack of incentive for pro-
dudtion and for gKrowih, anticipated
deficit of Rs. 126 crores, saving &all
these will have adverse effect on
India’s economy As the future events
have unforlded themselves, this has
corroborated our prediction, The
Fidance Minister said ‘Measures adop-
ted by Government to curb inflation
have had limited impact and upward
pressures on prices has persisted’, Who
is redponsible for these things? It is
the samhe pursuit of wrong policies
which has led this country to this eco-
nomie crisis We are told that this 19
a phenomenon which is worldwide and
India being a part of the world has
been subjected to ths also I quote
fromh the Article in Yojana magazine
Volume XIII of 15th of June, where
i1t ‘'says that the prices in India are
stdted to have increased between 125
to 150 per cent in the last 5 years, and
for the same period prices have risen
by 45 per cent in UK 25 per ceni in
USA, 40 per cent in Japan 375 per
cept in W Germany, 32 5 per cent in
France, 10 per cent in Belgium, 475
per cent in Italy 35 per cenfin Canada
and 36 per cent 1n Australia Wages in
India during the last 5 years have In-
creased only by 20 to 30 per cent
whereag in UK it hag risen by 87 5 per
cent, 375 per cent 1n USA, 875 per
cent In Japan, 40 per cent in West
Germany 65 per cent in France, 75
per cent in Belgium, 625 per cent in
Italy, 45 per cent in Canada and 52
per cent in Australia These figures
indicate that whereas the real income
of the people of India has eroded due
to inflation this has not happened in
othey countnes Let there be no glibi
that something unusyal has taken
plage in this country and the Gpvern-
ment bas been taken completely un-
awares.

- WOWMMMHMIEQ&W
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The purchasing power of our rupew

arily and substantially if they are con-
vinced of the government’s ability to
prevent erosion in value of rupee Sir,
if they kmow that the purchasing
power will remain as the same, the
people will voluntarily come forward
to increase their savings

The inflationary pressure i1s due to
the result of the wrong economic poli-
c1es pursued by the Government for all
these years The Finance Mimster
blames this due to sluggishness of our
agricultural production, shortfall in
procurement of foodgrains despite n-
crease in procurement price and stag-
nation of industrial growth. India still
depends to-day on the vagaries of the
monsoon erratic behaviour of monsoon
hus been responmble for the crop
failure, and the impending famine and
acute distress in the surplus State of
Orissa is a warning that I give to this
Government to immediately take steps
on war, footing Otherwise there would
be starvation in miilhons

So far as agricultural surplus is con
cerned, I would say that irrigation and

my constituency witnessed the worst
farvine of the centwry in 1965 when
our Prime Minister had been thers and
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which, would go a long way to fulfil
the, power shortage ‘of this coundry.
No hss been done so far. Much
'hag been told about celling. 1 feel that
#s jf there is a competition between
‘the various Btates to lower the land
weiling; because the lower the ceiling,
-the more progressive the image of the
Stdte. Bo ar as ‘Orissa 15 concerned
it has got the lowest land ceiling in
the country with an uneconomic hold-
ing of ten acres. This ceillng will
hardly be sufficient for mechanised
farming and improved technique «f
agriculture is ndt possible And hardly
a family can sustain, what to speak of
surplus for the community. Whatever
mebsures we may take in this regard.
the prices will be determined by the
natural law of demand and supply
and as stated by the previous speaker,
higher production and more production
is the only answer to stop inflatior.
T would like to know what incentive
‘hag been given by the Finance Minister
toewards more praduction? We have
secn that there has been more pro-
duction in the luxury goods whereas,
the consumer goods are absolutely
scarce in the market, You cannot buy
n cake of soav, you cannot have
vanaspati; you cannot have baby fond
and even kerosene oil. Impetus for
‘maore production should be given in the
agricultural field. More fertflisers
nssured water supply and power [on
energised pumps should he readils
available to the agriculturists .

Regarding the impost of indirect
taxes, 1 would like to suggest that
there should be no further imposts on
cigarettes, tyres, rubber products,
rement, asbestos sheets, iron, copper
tubes, zine, rayons as they will be the
Jast straw on the camel’s back. They
will lead ‘to further inflation and add
‘1o the misery of the common man.
The provision for @ small house or
shelter under a roof for the ¢ommon
man will be costlier. Fursher rise on
iron and steé] means agricultural im-
plements will be more expensive and
the higher cost of tyres'will completelv
imgipbilise .our trahspest system.
d_.ﬂw papers and books will only

Finance (No. 2)
Biil, 1974

add to our iguorance. S8ir, since the
last seventeen years or go I am in this
House. I hmve always seen that only
on those items levies are bemng im-
posed. They are being repeated again
and again. This Bill is the same old
wine in a hew bottle. The repeated
levies on iron, copper and all those
things have reached u saturation paint
and so I would like to know if the
Finance Minister is uot able to find
out other avenues of taxation in this
regard.

Sir, the crux of the problem is
parallel circulation of black-money.
Unless it 18 effectively tackled we can
hardly touch the fringe of the problem.
The Rajas and Mahsarajas have gone
to the dust bk of history but new
Rajas and Maharajag are adorning
the chairs of the Treasury Benches.
The creation of black-money is their
own baby. Mr. Jayaprakash Narayan
said in a stalement when somebody
suggested that he should meet the
Prime Minister that the moment he
told her that she should not accept
unaccounted money for election pur-
pose the meeting would come to an
abrupt end. Taking into consideration
all these facts 1 request the Finance
Minister to completely do away with
the licence-permit quota system snd
stop patronising black-marketeers.
The other day Jayaprekash Narayan
said that Smt. Nandini Satpathy had
spent Rs. 30 lakhs in her Cuttack
Assembly seat by-election. It has not
been contradicted so far. You cetinot
tackle the mosquito menace by killing
one or two mosquitos here and there.
To tackle the mosquito menace it has
to be tackled at its breeding place
and the breeding place of blackmar-
keteers is in your own house and that
has to be tackled first before snything
could be done in this regard.

Another phenomenon to which I
want to draw the attention of the
Finance Minister ia the circulation of
counterfeit currency. According to the
Government source in 1972 it was
1.3% lakh; in 1973 it was 5.83 lakh-
whereas in 1974 it is 7.40 lekhs. This
is the officiel version and we do not
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know the actual magnitude of this
counerfeit currency which must be

much more than the official version.

That is also adding to
pressure of inflation.

the further

Regarding hesitancy of the Govern-
ment to demonetise hundred-rupee
notes I again stress from benches that
it should be taken up immediately.
The leakage of the Government policy
hag created a scare in the bullion
market for which the Finance Minister
had to make a statement in the IHouse
and because of this hesitancy the price
of gold rose from Rs. 475 to Rs. 530
and it benefited only speculators and
black-marketeers.

Regarding the financial disciplinz, I
would like to suggest so much has
been said against the private sector—I
do not hold any brief for the private
scctor—they may be treated as scape-
goats fur your failure but I would
request the Finance that they should
improve the working of the public
seclor undertakings where Govern-
ment has invested Rs. 5,426 crores andd
a working capital of Rs. 1,015 crore-
and the overall profit was oniy
Rs. 19.85 crores, which works at 0.31
per cent. If it would have been in a
cooperate sector, the management
would have been thrown out of office.

Before 1 conclude, I would request
the Finance Minister to take a leaf
from West Germany or from Japan
where the economy was in shambles
after the war. In post-war Germany
fhey took bold steps for currency
reforms. They introduced the new
Deutschmark instead of the Reich-
mark, In 1949 they devalued it hLiy
20.6 per cent. After that, the economy
gathered momentum, and today I think
Germany is the largest exporter in
international trade. We shall have
to export more if we have to survive.
As a result of economic stabilitv. the
Deutschmark has again been revalued,
in 1961 by 4.75 per cent. in 1969 hy
8.5 per cent, in 1971 by 4.6 per cent
and in 1973 by 3 per cent. Thus. the
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value of the Deutschmark has been °
rising and is a strong currency. Similar
is the economic phenomenon in Japan,
It is something fantastic. I request
the Finance Minister to go and make
a thorough study and try to stream-
line our economic policies in this
country if he wants to save us from.
this mess.
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SHRI SYED AHMED AGA (Bara-
mula): I support the taxation pro-
posals. 1 say that they are a step in
the right direction, But I am afraid
that the tax proposals by themselves
are not enough., The problem is that
black money enables hoarding, and
hoarding leads to profiteering, and
profiteering leads again to Dblack
money, and thus it is a vicious circle.
It is really the black money which,
therefore, must be checked.

The hon. Finance Minister in his
speech as well as his statement on the
ordinances has said that a many-sided

attack will have to be meade - S0, a
many-sided attack will have to be
contemplated for dealing with the

problem.

Whepn there is inflation, high prices
are bound to be there. So, first we:
must attack black m@ney. We can
deal with black money and attack it
only if we understand one simple or
basic faect namely that the private
sector stands for oprofits, it deals for
profit and it must earn profit and.
therefore it is that we see that the
prices go up. If we have to deal with
black money. we must see that we
organise a proper distribution system
and all the people must get the essen-
tial necessities of life at reasonable
prices, If they could get the things
which are essential for the life of the
community, perhaps, the prices will
not go up. But the problem is that
they are not getting them. So, the
whole thing depends on distribution.
But distribution again depends upon

procurement. If we do not have ade-
quate procurement, the distribution.
system will collapse. Procurement

again depends on production, If we-.
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do not have encugh production, Zro-
<curement cannot be done properly.
Therefore, I come to production first.

When we come to production, we
must first start with food. Today we
find that the prices of 'wheat, rice,
bajra ptc. are rising; the prices of
nustard and other food articles are
all going up. When we come to pro-
duction of foodgrains, I say that it is
because of the uneconomic holdings of
the farmerg that we have low produc-
<tion because of the fact that they are
not using new methods of cultivation,
they just cannot; they are not using
proper seeds, they are not using pro-
per inputs and so on; therefore, they
do not produce more, It is only the
big zamindars or the big landlords
who are supplied with fertilisers, who
are following modern w.ethods of cul-
tivation etc, who are able to produce
more. But we must remember that a
large amount of land is under those
people who have uneconomic holdings
“Therefore, whai we need most is land
reforms. Land reform is an unavoid-
able must. It distresses me to say
that it has taken 27 years for us just
to go on discussing a»®nut land reforms
and we have not effecfed any land
reforms actually. To some extent,
there may have heen land reforms,
but except in the State of Jammu and
Kashmir, land reforms have not been
implemented 1n any other State pro-
perly in the country. -I am proud to
say that in Jammu and Kashmir alone
in the whole country, we have efected
land reforms.

But in the rest of the country,
land reforms have not been imple-
mented. 8o the first requirement is
that land ‘reforms must be there and
the chota or small kisan has to be
enableg to have a bigger size of hold-
ing so that he can produce by putting
the inputs,

Then the production of sugar, drugs,
-cpal ete, should be in the public sector.
So also vpnagpati and Wﬁ*" hid

these are produced i adeguate quan-,
Alstributed,

tities and /propésly. black
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money will not be generated. As I
have said, black money is generated

becayse people do .not get what they
want.

208

What is important i1s that all these
commodities which are egsential to
the life of the community which in-
clude, besides food, sugar, vanaspati,
kerosene oil, edible oil and cloth must
be distributed through a proper
distribution system.

Talking of cloth, whalt do we see?
What 1s produceqd is the finer varieties
of cloth. We want to export. All
rnght, who says ‘no’ But produce also
enough coarse cloth, the cheaper
varieties, to cloth the people. If you
go to the shops, yoy do not see the
cheaper varieties. Go to Bombay.
See them almost naked. See where
the people live In drains. They live
on pavements, They lLve in huts
made of tin sheets and rags and
things like that, Side by side you see
the Obervi-Sheratou We ought {o be
ashamed of ourselves that this state
of affairs exists, 22 crores hive below
subsistance level !

The pont 1s that there must also
be suficient production of the cloth
required by the poor, the common
man. If there are 108 sick mulls, why
cannot ‘we utilise them for the pro-
duction of coarse cloth alsv.

Then I do not understand why we
cannot tax the finer varieties of cloth,
cosmetics and so on. Why cannot we
overtax these iterns? People who buy
these things have enough money and
can pay They will go in for cos-
metics at any cost. Rather than tax
the poor man, tax the rich. Also we
must discourage the production of
luxury goods

Banks have been pationalised. But
what dop we see? Even after nation-
alisation, banks are providing money
to the monopaly houses, Only a few
days ago, the Finance . Ministey said
in the Rajya Sabha that'Rs. 186 crores
had heen advanced by the -basks to
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five business houseg owning 398 firms
whereas to 10.32 Jakh small unity in
the small sector only Rs, 540 02 crores
have been advanced, All thepe things
are bhappening. So we cannot rely
only on tax proposals. Something
more hag to be done fo control the
situation ang that must be donme.

Coming to income tax, I do not
think every practising doctor pays
income tax; certainly not, Similarly
we cannot say that every lawyer
practising and minting money is pay-
ing tax. The tax net sghould be
widened Architects are there.
Chartered accountants are there. All
of them are perhaps not in the tax
net.

Then 1 do not see why Government
is not discouraging the bullding of
luxury buildings. On the other hand,
the houseless must be housed. Small
housing schemes must be encouraged.
Big luxiry houses must not come up.
Thig must be stopped,

Then again there are urban lands
which absorp black money, Why
cannot these be taken over? It will at
least stop the operailon of black

money. At present black money is

turned into white money by purchas-
ing these urban lands at any cost,

1 see there is shoriage of newsprini
and white printing paper. In Kashmr
we have plenty of raw materials but
unutilised. There are forests which
are not exploited. Why cannot the
Government set up a very big factory
in the public sector in Kashmir and
utilise the raw materials for produc-
ing white printing paper and news-
print. Finally it is necessary for the
Government to deal ruthlessly with
evasion of taxes. Taxes are being
evaded by very big people, Hoarding,
blackmarketing and smuggling should
with a firm bhand, Unless
to
by

solve the problem, 1. conclude
saying that it is nof emough to
faxation. propésals only: a many
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attack will have to be there if we
want fo see that this problem
solved. .
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A oAa & fe e war @ @
ar 3™ wgfrar fs wig ave e
Qi F owE T FA ¥ {fag
AT e NF FWE gEr ar g2
TR F A% gArar AfEw ogay
a1t fggea™ 1 W W A X
@ wafsw § A 5 v A
wr Wt i W gur w0
g q@ ATIEHT AT GAT 1 are®
ag ® AT FIAIQ

o9 FTIE FIT WA 33 HTEr
WA | AT W9 WI9A IE wF &
fFgw ATy ¥R wT oA
aff ;AT 1 UFE ey @
oF g Fr@Er QY TREr Fe
TAAT FEL AR FTFTM 6W
TRAITQ FA W FAAA | AT G
sr o< i@ a@rad A A @
& W AR @ ¥ FR@MSR §
wqrEr  wrAedY gt o 1+ ag e
FdY WHIY FT CATR JETRT ST
AT WA stw A wdar Wi
& wre W Tgy A weETT 10-12
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arerw wf o oy | aw TR
T E 27 @ W Aqw A
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fod Afr N egrad | =
W AawArA N wvrw Ffee wEy
faal ¢ 5w 2w foo
e ? fow o & fag o
v i wmA R § 7
WL ¥R 97 IFw @R F W
TP AT a7 FEx fHww &
TveT §Y Frow #Y fedty axg # wur
wff @ & ard Ay aY Y Eww A
e § | &few gt #1F qraer wY
o fr g e ey FarwTE

Tt T & wrfeew w1 W qav |
afe wd wreHl s e 5 gE w9
wY 2 qmar Y cfees & faetar 2
fear s &1 w07 W wEA a<aw
W adar § o wfes &1 T@w
qirar | Ao T9Y w7 amT Eh
fear gu o foar wagr frard o
forar stz agt % fe gk awy & e
&1 fastwr W iR O ferar | gt
oF WY v A faeelt wifgg

TN oF S wror o § s
gww wafg agrrr mar e W gy
W ATCw AR EU FUT ) @ WY W
o oY 3@ ¥ wrow wr qwww it

@w&!:’twwwmm
wrerew e i ot Wiy oy e ow
oY dur miY 3| wRNET T e
O 1wt wfY ag Tl v Wy HC
Ty uikes § v wltord P gw
) wf arT ged o faey § f v Aol
ot wrar iy ot wfcar & arer aTeY waat
& ) &< AT amdY 9% 1 W Fo ' WY
wu ey w1 7T g R suren
WISZTATT &7 WYRT AT ZWT E | ¥
# %3 & forg Fore a1 ? iy 3 Tor wromgY
F arerily & <o 37 a1 fremare
w7 & I gEATE T arX WY KT
firar ? zg 71 ®1 QU AT §W FATT
& fearferiraw #7 oF worr & Wik 78
T TG FAW HIEETATL SAAYT JATAT
g & 1 T WAL T A% 9 AN
FTIATAT WEX ¥ 1 AT W T wrew
it FRrE v mTT Svr HWY wew
N E @R AW ¥ F | W g A
WY AT A1 WA gw KA Y W K
T9 Y FFT GF T 7 R/ WA wEw
T Gwar A WA AT T
N FAR 5T 2 f5 owo A€y
T AT A G AT | qE T
A 7 SoET WY FY 7 3 FhAT AT FAT-
AT RE AHTTH A9E QX X3 ATAr &
oy fFeR o7 Sw AETEEE At
TCE T FCHTL T 42 a7 war g fow
T qrg aff wt Rt dtew
Qfordr 37w qar W T

i mat ¥ aw § QoA woew
T s g |

SHRI PRIYA RANJAN DAS MUNSL
(Calcutta-South): It is very formal to
support the Finance Bill and as 2
Member of the Ruling Party I do feel
that there is no other aliernative open
to us than to support these measures
as they are almed io meet: the crisis

' -sitiigtion in the country.
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1 @il not speak, I will only make
certawn suggestions to the Minisiry and
. I hope the Ministry may congider my
suggestions. Some of the friends have
raised the important point due to
which the present economic situation
has become difficult. From one side
it hag been stated that there i no
production and on the other side 1t
was contested that production is there
and there is no efficient distribution.
Whether there is production and there
is no distribution, of course, is a
matter of great importance to judge

and dibkcuss.

1 feel that Government may still
adopt such measures which can really
fight inflation and bring the ecofomy
to order. Having said this may I say
that black money is the most impor-
tant aspect, the real monster in our
country in view of the preseni econo-
mic situation? It is that sector due
to which the arrangements, the plans,
the policies of the Government, are
all getting collapsed. My first sug-
gestion to the Minister is this. If the
Government is determined enough to
fight inflation apart from the ordin-
ances and general provisions in the
Finance Bill, they should proceed
towards preparing for effective control
over essential commodities and also
effective public distribution system
immediately, That is one of the most
important steps to fight inflation and
to save the poor people.

My second suggestion is that since
we talk of black money we must know
where the black money goes. Black
money goes to gold and ornaments
jewellery and then it goes to proper-
ties and to various schemes and you
have got various benami properties, 1
suggest that for 10 years let there be
no sale and purchase of gold and other
jewellery for domestic consumption in
our country. The poor people cannot
afford to purchase gold and other
jewellery. If you take the majn jewel-
lery market in Jaipur, Bombay, Delhi,
,Ahmedabad ete. gold and jewellery to
tune of Rs. 10,000 to Rs. 15,000 are
to those sestions of peaple who

benami properties

afford it and g?mme.knmm

are concerned, let me say this, As per
cong.ess poliny decision, as per con-
gress munmifesto, if the Finance Minis-
fer is determined to fight inflation, the
second important measure should be
to have urban property ceiling and this
would help us to know how the invest-
ment was made and the role of black
money and we will know what is the
value of property to date and how
much we can immediately confiscate.
So, with this second suggestion my
additional suggestion or supplementary
suggestion is this, For 10 years any
citizen 1n India whether rieh or poor
who wants to buy land or construct
a house, should obtain from the Gov-
ernment authonties an eligibility certi-
ficate for that purpose. Let that be
Government authorities or any cor-
poratinn. Even then the question of
corruption will come in and no doubt’
we have to fight it wherever it occurs.
But then, we should ensure that with-
out getting this eligibility certificate
no citizen in the country will 'be al-
lowed to purchase a plece of land or
construct house. Of course it is full
right and democratic right for any
citizen to purchase land or construct
house. You know about the landg:ab
cases in Delhi and many other places.
Let Government make an investiga-
tion immediately. Take the case
of retired personnel of the
Government of India various
State Governments, varlous pri-
vate sector managementy etc. You
will find houses have been constructed
all over the country in various parts
in the names of daughters or wives or
other relations. How the money comes
from? Take the registration deeds.
You will find, if you want to start
prosecution, it will take such a long
time when this country will have to
face another inflation and another
deficit budget. This is the position,
So, this eligibllity certificate must be
obtained and there 'should be com-
plete investigation in respect of those
who ‘have already constructed houses
all over the country. In the case of
skyscrappers how the steel, cement
tnd other fhings came? How they
managed to construct such huge build--
ings?
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‘It comes’ through black money. 1
.hope tliat if the Government is very
"keén to fight infiation, ‘they should
first put a stop to the inefficiency or
lecunae in administrative set up. Gov-
wrnment is not keen enough in taking
. that. drastic measure at the moment
which it should have.

Sir, 1 can read out to you certain
names. 1 am sorry I have to do it.
Semebody may ask when they are not
_-present to defend themselves, no name
should be mentioned. But, I feel that
it is better to mention only a few of
-the names. 1t is better not to compel
assembly members or Parliament
Members to resign. It is. high . time
that we take these people into custody
and put them behind the bar—let it be
done either by the people or by Gov-
ermment. 1 am citing only a few
names, They are: Sha Kapadia, Amin
Chand Pyarelal, Karam Chand Thapar,
Chiranjee Lal Bajoria (jute magnate),
Sahu Jain, Goenka and Birla. If you
take only last three years’ transac-
tions of these people i.e., from 1971—
74— have made a complete survey
for these three years—you will find
that in various black names and
fraudulent documents, they have gene-
rated black money. Government has
.mo knowledge about this. Or, if Gov-
ernment has knowledge about it, it
«oes not even know how to control

« them and how to put them behind the
bar. Take the character of this in-
.dustrialist. Take either Goenka or
. Birla or Chiranji Lal Bajoria. Their
main target is to expert items but,
they would not like Government to
export-much and try to blackmail the
. country. They have -done it in jute
. goods ‘items, textile, -stee] ang - en-
_gineering products.

1 Government really is serious to
control inflation, the Minister must
come out immediately with a sort of
measure, without, of course, the help
"of income-tax luthaﬂty or the CBIL
who are not considered as efficient and
‘who are free from corruption, , apinlt
- this ‘as ‘it leads to our acommy
mnapned

. politieal ‘party, My fesling
.mmwmmmw

'I'q.t.e tle mh oz }ute Jute

_Corporation ot India is a Government

undertaking. , Either the Corporation

‘or Government has to ‘profect the jute

growers and’ pmanu. It Qomnmant
feels that they are ' going to export

_more, they should go in for uport o!

more and.more jute. While the

ernment goes, they go with w 'te
money in the form of cheques but in
the case of Shri Chiranji Lal -Bajoria
and Goenka, they go only with ‘black
money. As a result, they have the
purchasing power and they can even
lead the Government's policy to col-
lapse. Unless the Government takes
steps to see that they are controlled
by them this cannot be checked. There
should not be any role given to pri-
vate sector. Mixing the private sector
and public sector finance in one cor-
porate sector will entail the whole
policy of Government into a collapse,
Deflcits will be much more. There are
two or three suggestions that I want
to make. I am not an economist. 1
am making my suggestions on my own.
Take the case of textile. 80 per cent
of the population of our country re-
quires coarse cloth, medium and fine
cloth. You know that these textile
magnates produce more than the re-
quired quantity. They have got the
capacity to produce the needs of this
country. In spite of the penal pro-
vision by Government, they make use
of the penal provision to make a profit.
So, my question is: Will the Govern-

_ment come out with a revolutionary

gpirit to take over complele manage-
ment of all productive goods which
are important items of export? You
can leave aside the essential items for
the general consumption of the vulner-
able sections of :the gocjety. Without
taking effective measures 1 do. not
think Government will be, uble to

: fight the infiation.

About black money there is a slogan

- that political parties are taking black

money, It may’ be true nr]mny not
be. 1 do not Mke fb cyrse ‘the Con-
gress Party or for that miatter, tn{
is ‘tha
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voiniry—whether in Assembly elec-
tion in Gujarat or the next Parha-
ment election—Government must come
out' with a proposal under which elec-
tion expenses of the recognised politi-
cal parties, whatever provisions they
may make, must be met by the ex-
cthequer The provision for printing
posters should be made and also {for
vesigns, Arrangement for everything
should be settled by the Commission.
Bame 13 the case with election expenses
also It this 13 done, I feel that we
ran put an end to the corruption.

Sir, lastly, 1 would like to submut,
without going into any other argu-
ment, one thmg to what Shri Janesh-
war Mishra has said

My other submission 1s that now in
our country, if you consider the role
of the private sector and the public
sector, 11 will be unwise to say that
black-money 15 only applied in private
vector and nol public sector, Take the
examp'e of coal mines. The whole of
coal mines authonity, 1 think, 1s going
to be «ollapsed and also the sleel
authority due to the inflow of black-
moenev irom the private sector to the
officials of the coal mines management.
1 throw 1t a challenge and suggesi a
Commitice may be immediately ap-
pointed by the Government to go into
the assets of those who were eailer
on the pay-role of the privale manage-
ment before take over in the Asansol-
Ramgan) area and now on the pay-
role of the coal mines authority, You
will find their asset- have increased
ten times. They are loofing the money
ke anything. Without paying bribe
and without paying money you cannot
get the things done I do want the
Minister should protect the interest of
the honest officers but there 1= no
reason why the corrupt officers be
protected.

There 18 no provision in law where-
by Birlas and Tatas areé required to
go into jall. Such persons should be
hanged immediately. They have looted
the country and are still eollapsing
the ratien and the Goummt s just

teling them fo be goed citizens. Apart
from this Bill and t@lﬂ from other
measures we want the Government

189¢ (SARA) Dethi Schoot Teaoher
Ceop. Hetse Budp. Society
(HAH).

to take drastic measureg otherwise the
whole people of this country without
having any political afliation—shoyld
once again generate thelr force to
launch a serious mass upsurge from
which even the polite and the mihtary
would not be able to protect their lives
and they should be lynched.

THE DEPUTY MINISTER IN THE
MINISTRY OF FINANCE (SHRI-
MATI SUSHILA ROHATGI): The
hon Member has thrown a challenge
to the Government. I woulq like to
assure him it is not our intention to
vrotec{ and shelter any officer who 1%
corrupt. If the hon. Member has any
material I would be happy if he sends
the same over to us.

SHRI PRIYA RANJAN DAS
MUNSI I am saying you immediately
appoint a Commiitee by the Govern-
ment. If 1 cannot prove these officers
have more than doubled their proper~

ties I will resign from the House They
are thieves.

SHRI B V NAIK
Chairman Sir,
half-a-minute

MR CHAIRMAN:. Now, we take up-
Half-an-Hour discussion You may
continue your speech tomorrow.

31g

(Kanara)
since there 1+

Mr
hardlv

17,30 hrs.
HALF-AN-HOUR DISCUSSION

DrLHI SCHOOL TEACHERS COOPERATIVK
Housz BUILDING SOCIETY

MR CHAIRMAN Now, we shall
take up the half-an-hour discussion
regarding Delhi School Teachers Co-
operating House Building Saciety
Limited, Delhi

SHRI JAGANNATH MISHRA
(Madhubani): Mr. Chairman, Sir, be-
fore I begin my speech, I would re-
quest vou to give me a patient hearing
for a few mmutes because 1t 18 & very
important subject, which affecta the
teachers who are examples of poverly.

The co-operative societies, as their
name itself implies, stand for doing
and undertaking such aclts as may



