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MR. SPEAKER: It is the Chair that 
fixes the time for the discussion. I 
shall consider sympathetically, as I have 
been considering, that any loss of time 
or something which occurred ....... . 
(InterruptiOIl) • 

SHRI HEM BARUA (MangaJdai): It 
was a very sickening sight yesterday. 

MR. SPEAKER: I agree with you. 
Whatever the reasons-let us not go into 
the reasons-time for the presentation 
the Budget has been fixed by the 
President and it must be gone through. 
After all. WI: have been Boing through 
it; it is not as though for the first time 
we are presenting the Budget to this 
House. Therefore, since I have assur-
ed you that we shall make up for the 
loss of time later on, now I would 
request you to permit the Budget to 
be presented. I shall consider it later 
on. Now, the Deputy Prime Minister. 

SHRI P. RAMAMURTI: It is not a 
question of time; it is the question of 
the attitude. 

THE DEPUTY PRIME MINISTER 
AND MINISTER OF FINANCE 
(SHRJ MORARJI DESAI) rose .... 

tft m '(1q : aw:m ~  ~ ;r;ff 
amr;r ~ I 

tft "'! f\ll'ri: ~ ~ aftdt ijj'1I' O<r. 
~~~ ~~~a r r~  

MR. SPEAKER: No, please. 

SHRI MORARJI DESAI: Mr. 
Speaker, Sir, I rise to present the 
Budget ...... (Inte1Y'uption). 

MR. SPEAKER: You have recorded 
your protest. 

GENERAL BUDGET, 1968-69 

THE DEPUTY PRIME MINISI'ER 
AND MINISTER OF FINANCE 

(SHRI MORARJI DESAI) : Sir, I rise 
to present the Budget for the year 1968· 
69. The Indian economy is emerging 
now from one of the most di1licult 
periods sincII independence. Successive 
droughts, shortage of food and raw 
materials, rising prices, subdued indus-
trial demand, inadequacy of exports and 
savings and sluggishness in tbe capital 
market had combined to create a feel-
ing of despondency which has aft1icted 
us in the recent past. Honourable Mem-
bers. I am sure, would agree that we 
can now look back on the past two' 
years with a sense of relief. With the 
help of our friends abroad and the 
elIorts of our own people, we have 
been able to avoid a major disaster 
and to impart at the same time a new 
sen.;c of dynamism to our programmes· 
of agricultural development. 

2. I look upon the coming financial 
year with a certain degree of optimism 
and with the expectation that, given 
the right policies, it can become a year 
of revival. With the sharp increase in 
agricultural production and rising in-
comes, there would undoubtedly be 
some increase in the demand for in-
dustrial products. Recent trends in 
exports have been encouraging. The 
price level is registering a decline. The 
objective of policy in the coming year 
must be to consolidate the gains so 
that a major developmental pro-
gramme can be undertaken in our 
Fourth Five-Year Plan which will be 
launched in the following year. (lnter-
ruplions). 

MR. SPEAKER: Those who do not 
want to hear him may leave the House. 
(111/(,TTU1)lions) . 

SHRI MORARJI DESAI: 3. Honour-
able Members are already familiar 
with the various aspects of the new 
agricultural strategy. The availability 
of nitrogenous fertiliser has been m()re 
than twice as high this year as in 
1965-66. Arrangements are in hand to 
maintain 'Supplies at a high level in' 
the coming year. The area under high, 
yielding varieties of seeds is expected· 
to increase from 1 S million acres . this 
year to 21 million acres next year. In:. 



829 Genera/ Budget PHALGUNA 10, 1889 (SAKA) Gellera/ Budget 830 

recent years we have concentrated on 
minor irrigation works in order to get 
quick results from investments. In the 
current year. 3 to 3!- tnillion acres 
were covered by new minor irrigation 
facilities and the target for the coming 
year is another 3!-million acres. Major 
irrigation schemes on which substantial 
progress has been made also deserve 
our prior attention. 

4. We have to make earnest efforts 
to ensure that we introduce the same 
kind of technological advance in com-
mercial crops as we have achieved in 
rl!spect of foodgrains. Increased pro-
ductivity per acre is essential if ade-
quate ~re rn  to the farmer are to be 
reconciled with reasonable prices to 
domestic consumer and competitiveness 
in export markets. The processing in-
dustries can make a valuable contribu-
tion in this regard; and I shall have 
occasion later to' refer to a measure I 
propose to introduce to encourage these 
efforts. 

5. Assurance of remunerative price, 
to the farmer for his products is an 
integral part of the new agricultural 
strategy. I should like to assure the 
House that inadequacy of finance will 
not he allowed to stand in the way of 
r a~  by Government and the Food 
Corporation of such supplies as may 
he forthcoming at the procurement 
prices. The target of procurement is 
7 million tonne.,; and well-planned pro-
curement ea~ re  by all concerned 
will have to be undertaken to reach 
this target. Even with this target. im-
port of substantial amount of food-
grains appears to be necessary in order 
that the long unfulfilled programme of 
huilding up a sizeable buffer stock can 
he achieved after making allowance for 
replenishment of private inventories and 
some increase in consumption. An 
agreement has already been shrned to 
import 3.5 million tonnes of d ra n~ 
from the U.S.A. under PL 480. 

'If .... q ~ ~  : ~ lfT'fIl' ~ 

~~ ~~r~~  ~  lrn" 
r,) ;;mMT I 

MR. SPEAKER: No please. I can-
not force him. (Interruptions). 

SHRI MORARJI DESAI: 6. The 
steady rise in prices over the last few 
years has been a matter of all-round 
concern. Over the four years ending 
March 1967 prices had risen by 60 
per cent and there was a further rise 
during the earlier part of the current 
financial year. In recent montb. there 
has been a downward trend. A part of 
the recent decline is no doubt seasonal; 
but it is reasonable to hope that the 
increasing flow of food grains and con-
sumer articles will help in the stabilisa-
tion of prices at reasonable levels. 

SHRI BAL RAJ MADHOK (Soutb 
Delhi): Why do you allow them to bold 
the House to ransom. We cannot 
tolerate it. We are not able to hear 
the Budget speech. (Interruptions}. 

MR. SPEAKER: I appeal to tbem to 
leave the House. (Interruptions). Those 
who do not want to bear him may leave 
the House. (lnterru.r1Iions). 

SHRI MORARJI DESAI: 7. Sir. 
am happy to say that Government was 
able to get agreement this year that a 
part of the increase in dearness 
allowance which was due to Govern-
ment employees 'be credited to their 
provident funds instead of being paid 
in cash. The.e special contributions 
can be withdrawn in the coming year. 
But may I request my Honourable 
friends to join me in an earnest appeal 
to Government employees not to with-
draw these contributions as that will 
help in maintaining a climate of price 
stability. Economics, they say, is a 
dismal science; and I see no escape 
from saving more in order to preserve 
the value of the savings. 

8. A substantial part of increase in 
incomes would need to be ploughed. 
back into further investment. if an 
adequate tempo of development is to 
be achieved and maintained. In part, 
investments will be undertaken directly 
by those who save out of larger in-
comes. Farmers will wish 10 purchase 
pumps. tractors and other equipment. 
In part. however. savings of all c1_ 
have to be mobilised for outside invest-
ment. public or private. 
9. The small ~av n  movement laas a 

vital role to play in securing this ob-
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jecdYe. Net small savings have been 
relatively low in the recent past, in 
cOD&equence of the droughts. 1 am 
making a number of modifications in 
the. small savings schemes and neces-
sary notifications are being issued in 
this regard. Briefly, we are introduc-
ing a new five-year deposit .scheme with 
a tax-free return of about 4.5 per cent 
and are accordingly revis:ng the return 
on the existing five-year cumulative 
time deposit scheme, and the 12-year 
and 10-year tax-free savings certifi-
cates. With a renewed drive for collec-
tion, particularly, in the rural areas, 
these measures should help in greater 
mobilisation of resources. 

10. The return on provident fund 
atcnmulations of Government em-
ployees is also being raised; I propose 
to do so, however, on the first 
RI. 10,000 of accumulations only. 
Those who are self-employed do not 
have ,the facility of saving through 
plOlrident funds. I propose, therefore, 
to introduce a public provident fund 
scheme under which all sections of the 
community will hav'! the opportunity 
of contributing to a provident fund, 
and to avail of the income-tax ene ~ 

provided for under the law in respect 
of contribut'ons to such funds. It is 
my' hope that in time, this provident 
fUDd scheme will secure substantial 
J (Sources for the excheouer. Self-
employed persons such as doctors, 
lawyers ar ~  actors and actrC'lses; 
like old soldiers, are never known to 
retire. But they too reach their prime 
some dav. Something la'd bv-Ielriti-
rnately. a"d with considerable savlnl!: in 
tax liability_bould prove valuable 
even to th"'le who have a greater 
cJum to immortality than most of us. 

11. A moderate increase in exports 
has occurred during the cnrrent year; 
and the increase in r ~ has been 
lea than that in exports. Npvcrtheless. 
our ~  exchanll:C re e ~ dp.clined 
by ~ 60 million between A"ril and 
mid-November. 1967; lind i' became 
neceeMrv to draw $ 90 million from 
the International Moneta"" Fnnd. In 
recent w .... 1(o, there has bPP" a wel-
come' increase in resCI'Vcs in ~ n e 

to better expon performaJlCC,wbich 
may be expected to continue. The fact 
that we have been able to get some 
debt relief tbis year bas aJBo helped in 
managing the over-all foreign exchange 
position. With the revival of industrial 
activity, import demand will be strong 
once again; and this underscores the 
fact that we cannot restore viability to 
our balance of payments without a 
slutained increase in export earnings. 
Has:cally, this is a question of increas-
ing the production of exportable good:; 
and increasing efficiency and savings 
all round. Export policies have also 
to be geared promptly to changing 
circumstances. 

SOME HON. MEMBERS: Shame, 
shame ..... . 

17.28 HRS. 

(Shri Mad/Ill Limaye. SlIri H. N. 
Mukeriee. Shr; Nalh Pai. SlIr; S, M. 
Banerjee and some other hon. Members 
left the House). 

~  fill: ~ ~  
ar~~  ~ ~ 'iiI' 'IfC;mfT ~ 
~ ol;ft n~ I 3f11T ~  ~ 

~  ~ r~ 3I"1"'1iT ~ ~ ~ 

~  ~  ~ f.m;r ~ ~ 

~ fit; ~ it; ft:rt:!: 1Imfifo ~ it; <'Iliff 
i!iT 3I"Ttf m ~  ~ fit; 3f11T ~ 

~ Of ~  I li <=it'T ;;ft ~ ~ ~ 
;;rr ~ ~  m ~~ ~  ~ ~ :;ffl1lT I 
~ r  ~  ~  ~ ~ fit; 

~ 'liT mcntt I1il ~ f.tilry 'ifTIl" I 
~  ft;r1f ~ ~e  ifiT.IT ~ I 

~~~~ ~ ~ ~ i'I'iti 

~ ~~~ ~  ~~ 
~ iIil: ~ ~ f.fUa" ~ ...... 

~  •••••. ~ ;t'r Wr it;' 

fi;rlf ..... ~  ..... ~ 

'11'1' garY t. ;;ft 'Jeomt 'I?: ~  ~  ~ 
~ If!if 11ft ~ ~ 'IfC '{(\" ~  •..•• 

(IIIINA) , 

SHRI MORARJI DESAI: 12. That 
is why we announced a Dumber of 
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changes in export duties OIl the 7th of 
February without _iuS for the pIC-
sentation of the Budpt wbeD every 
Finance Mini:iter JjJtes to IIIIX otbo bitter 
with the swcct. The urleJlCy of die 
situation waa such that I had to foreF 
the certainty of receiviDa at leut OIIC 
bouquet in the midst of whatever 
brickbats that may be in store. We 
have been giving casb aasistance to 

some of our spons, particularly the 
newer manufactures. Certain adjust-
ments in thCliC rata of aasiitance have 
already been made. Government pro-
pose to maintain the new structure of 
assistance intact-enc:ouragina neither 
uncertainty nor perpetual expectations of 
further assistance. We have also rec:eat-
I)' streamlined and simplified the pro-
cedures for release of foreign ex-
change for the purpose of export pro-
motion. 

13. Oae of tbe important needs of 
the export sector has been the provision 
Gt adequate and cheap credit. During 
the year, the" Industrial Development 
Bank enlarged the faclfities for 
medium-term eJtport credit; and the 
Reserve Bank also took measures to 
"nsure that credit for exports of newer 
manufactures was' available at particu-
hrly concessional rates. It ~  desirable 
that credit should be availallie for 
cltports generally at a relatively low 
rate of interest. I am. therefore. mak-
ing provi'.iion in the Budget for the 
coming year for grant of a subsidy 
towards interest charges on export 
finance provided by the banks. The 
Reserve Bank will announce the details 
of the scheme which will include  the 
prescription of a ceiling on intere.t 
charges qualifying under the scheme. 

14. An adlXluatc expansion of India's 
l'ltport earning< is only pos·.ihle wit/>-
in an appropriate international frame-
work. It is a matter of gratification ~ 

us that the second session of UNCT AD 
~ heing held in New Delhi. It is our 
earnest hope that the deliberations of 
the Conference will help in promoting 
cO-Qperation in trade and aid betwe.!n 
tha." developed and the developing 
countries, and among the developing 
countries themselves. 

is. A:s the Honourable Members Me 
aware, we took a series of steps dllliq 
~ year to sLimulate indllltrial oUlpUt. 
Wi,D the revival of apicultural JiIIO' 
d uc.ion and the consequut rise la in-
com.:s, a number of consumer aood: 
items such as colton yam aad vanaspali 
ar..: >howinJ an increase in prodUGtioD. 
~ ~ are al".lo signs of a revival in tile 

prou.lction of commercial vehicles .... 
dusuies supplying the MId, of agricW. 
ture have done well eveD' in the reGllDt 
III'S and continue to do 10. The lewl 
at pr.vate investment shoaId pick up ill 
response to the generally better CCODO-
mic outlook. Continued increase ill 
exports and progress towards reduc:illa 
the dependence on imports wiD abo be 
[jcces,ary to create and sustain a climate 
of industrial revival. In this conncctioa. 
it is a matter of satisfaction that __ 
capilal goods industries have woo valu-
able export orders in the recent pall 
and that we hope to get sizeable orden 
for wagon3. ra'ls and other steel pr0-
ducts from the Soviet Union. I expllCt 
an increase in the industrial produc:tioo 
of the order of at least S to 6 per .-t: 
in the comin" year. This increue. 

n~  moderate as compared to our 
past performance. would represent a 
significant advance over the rate of 
growth in the last t\\'o years. 

16. The working of public sector 
nder a n ~ has been engaging our ear-
nest attenlio!1. The public sector has 
been pa"ticlI! ,rly hit by recession be-
cause it i<; !no-Ily engaged in the pro-
duction of c:'pital goods or producer 
goods. The ~~nera  recovery in the 
economy w'l' undoubtedly help. but the 
basic problem of achieving a long-term 
improvement in efficiency and yields 
will have to be tackled urgently. The 
recommendation, made by the Adminis-
trative Reforms Commission are beinA!' 
actively studied and I trust before long 
certain concrete steps will be taken to 
effect a lasling improvement. 

17. Now that I have taken you 
through a survey of savings and eltports, 
of prices and production, I could per-
haps turn safely to some inconveniCllt· 
facts of life. In my Budget Speech last 
year. I had referred to the need to avoid 
deficit financing in the circumstances 
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.then prevailing in the country. These 
cireumstances have changed for the 
beater; but unfortunately, not my bud-
getary fortunes so far. In actual prac-
tice, the current year is expected to end 
with a large deficit of Rs. 300 crores 
at the Centre. Honourable Memhers 
would appreciate that it is neither ;ID 

easy nor a pleasant matter for me to 
come to this House with this particular 
piece of information. It is some solace 
that the worsening in the budgetary 
position bas little to do with unexpected 
increase in expenditure. The deteriora-
tion has come about on account of 
shortfalls in revenues and foreign aid 
utilisation which in turn have been due 
to the low level of economic activity 
and also, because of a decline in the 
resources of the States and puhlic sector 
enterprises. To some extent perhaps. 
we were also misled into undue optim-
ism by the oft repeated charge of 
underestimation of resources. As soon 
as the picture regarding shortfall in re-
wurces started emerging. I tried to 
make judicious readjustment of outlays. 
The manoeuvrability for such an exer-
cise in the midst of the year is extreme-
ly limited, particularly if this is super-
imposed on a tight budget. There was 
also the consideration of the effect 
which any drastic cut in public spending 
would have bad on the recessionarv 
situation. In fact there were ~
tions from most quarters to step up cx-
penditure in one way or the other. 
Some steps were also taken in this direc-
tion. However, the expenditure esti-
niates in toIality bave been contained; 
and on this count at least I can claim 
some credit for baving taken to heart 
the adlllOllitions of the Honourable 
Members. 

. 18. The Budget which I presented in 
May last bad assumed the utilisation of 
external assistance, other than PL 480, 
of Ils. 865 crores. Actual aid utilisa-
tion is not expected to amount to more 
than lls. 756 crores, thus sboWing a 
shortfall of as mucb as lls. 109 crores. 
The receipts from import duties will be 
about Ils. 125 crores less than assumed 
in the original Budget. Further, tbe 
Railway revenue shows a shortfall of 
RI. 17 crores, their ordinary working 

expenses being at the same time lb. 23 
crores higber-in all, a deterioration of 
Rs. 40 crores. On the Posts & Tele-
graphs side also. there is a similar 
deterioration of Rs. 22 crores. The 
internal resources of public sector uncle-r-
takings have gone down by Rs. 41 
crores, the hulk of whicb is in respect 
of Hindustan Steel. 

19. There is one other factor which 
has also contributed to the large deficit 
this year-f am referring to the over-
drafts of States. Last March we had 
provided Rs. 55 crores to some States ill 
order to enable them to clear their over. 
drafts wilh the Reserve Bank which 
were likely 10 be outstanding at the 
end of 1966-67. In the Budget that ) 
prcsentcd last \1av. I had a ~  made a 
provision of Rs. S·O crores for the same 
purpose. In the evcnt, a total of 
Rs. I D n~  "as given to the States 
in respect of their overdrafts at the end 
of the last fiscal year; it was boped tltat 
with the hurden of p:lSt overdrafts taken 
care of, the State, would be ablc to 
avoid similar overdrafts in Ihe current 
fiscal year. Unfortunately, some of the 
States are slill running overdrafts and 
I ha ve decided to provide Rs. 50 crorcs 
more in Ihe current year's Revised Esti-
mates to clear the overdrafts once again 
at the end of Ihe current year. While 
we have thus dccided to safeguard the 
Plans of the States nexl year, Honour-
able e r~ would appreciate that we 
cannot allow a _,imiiar situation to deve-
lop next year also. T trust tbat the 
State vern en ~ will not precipitate 
a situation in which We will be obliged 
to reconsider the existing banking facili-
ties enjoyed hy the States witb the Ile-
serve Bank. 

20. Next ycar's revenue receipts at 
existing levels of taxation are estimated 
at Rs. 3,132 crores. being Rs. 138 crores 
more than the current year's Revised 

~ a e  The major increase of 
Rs. 86 r ~S occurs under excise duties. 
Income-tax is likely to show an im-
provement of about Rs. 10 crores only 
as the profitability in the corporate sec-
tor this year will be reflected in the 
assessment next year. Customs revenue 
is expectcd to show a slight fall of llB. 3 
CraTeS, tbe anticipated improvement 
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under import duties being more than 
offset by reduction under export duties. 
The rest of the increase in revenue next 
year occurs mainly under interest re-
ceipts. Of the total revenue receipts, 
Rs. 423 crores will be transferred to the 
States as their share of Central taxes 
and duties. 

21. External aid, other than PL480, 
is placed at Rs. 775 crares. Next year's 
repayment liabilities arc Rs. 193 crores, 
thus giving a net figure of Rs. 582 
ran~  The rupee accruals in respect of 
PL 480 imports as also the dollar credit 
under the new agreements are placed 
at R,. :!74 erores as against Rs. 366 
~r r  this year. 

22. !'<ext year's expenditure estimates 
include Rs. 1015 crares for Defence as 
against Rs. 970 crores in the Revised 
Estimates. thus showing a rise of Rs. 45 
crores which is mosUy accounted for 
by dearness allowance increases and 
somewhat larger provision for replace-
ment stores. Included in these esti-
rna ~ j, also an increase of Rs. 2 crores 
for pcmion charges and Rs. 7 erores 
under Capital. Border roads account 
for a pmvision of Rs. 48 crores which 
is Rs. 5 crores higher than in the Revis-
ed Estimates. 

::!-'. Sir. ) am well aware that our 
<defence expenditure should receive the 
utmo,t scrutiny so that the resources 
availal>le for development are not un-
-<July eroded. The question of reducing 
the magnitUde of defence expenditure 
without detriment to national security 
has been continually receiving our ear-
nest attention. Significant progress has 
:already been achieved towards improv-
ing the teeth-to-tail ratio and further 
measure. to improve this are in hand; 
likewise. other measures for improving 
the e e vene ~ of our defence 
outlays are also under consideration. It 
is obvious that with the substantial in-
crease in the price-level that has taken 
place over the recent past, some increase 
in defence expenditure would become 
unavoidable. Honourable Members 
would, however, be interested to note 
tbat as. a percentage of gross national 
product, defence expenditures have al-
ready COIiIe down from 4.4 per cent in 

1963-64 to an estimated 3.2 per cent in 
1967-68. 

24. The Budget estimates for 1968-69 
include Rs. 243 crores on account of 
non-Plan grants to States and Union 
Territories. A provision of Rs. 223 
crores has also been made for giving 
non-Plan loans to States and Union 
Territories of which Rs. 105 crores is 
for purchase and distribution of ferti-
lisers, seeds and pesticides, and Rs., 20 
crores for scarcity relief. The provision 
of non-Plan expenditure under the deve-
lopmental heads is estimated at Rs. 237 
crores as against Rs. 214 crores this 
year in part as a result of increMed 
provision for export promotion. Rs. 186 
crores are provided under heads relating 
to Administration as against Rs. 177 
crores this year, the hulk of the in-
crease being on account of higher dear-
ness allowance. The total  interest 
charges are estimated at Ri. 550 crores 
as against Rs. 508 crares this year. 

25. The resources for the Plan next 
year on the basis of the estimates just 
mentioned and a number of miscellane-
ous items not mentioned here, are piec-
ed at Rs. 1544 crores of which Rs. 170 
crores are to be contributed by public 
"ector undertakings including the Rail-
ways and the Posts and e e ra ~  

26. The requirements of meeting the 
Plan outlays of the Centre and those of 
the Union Territories as well as for 
providing Plan assistance to States are, 
however, much larger. In making pro-
vision for the Plan at the Centre, a 
balance has to be struck between the 
constraint of resources and the need to 
maintain the p'rogress in respect of con-
tinuing schemes and the initiation of 
new schemes in sectors of high priority. 
On this basis, a sum of Rs. 615 crores 
has been allocated for providing assis-
tance to the States as against Rs. 595 
crores this year. Rs. 65 crores have 
been provided for Union Territoriea-
one crore more than this year. The pr0-
vision of Rs. 1179 crores for the Cen-
tre's own Plan will only be marginally 
higher than the current year's budgeted 
outlay of Rs. 1172 crores and the ex-
pected outlay of about RI. 1150. crores. 
In the aggregate, the provisiOn for the 
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Plan in the Centre's Budget for the 
coming year amounts to R5. 1859 
crores as against the expected outlay of 
about Rs. 1809 crores in the current 
year. This would, of course, be aug-
mented by the resources that the States 
themselves are able to raise for their 
Plans. Honourable Members may like 
to note that a provision of Rs. 140 
crores is being made for building up a 
buffer stock of d ra n ~ which has a 
valuable part to play in underpinning 
our plans for development. If account 
is taken of this, what may be broadly 
called "planned outlays for develop-
ment" would show a significant increase 
over the current year. 

27. I would also like to point out 
that of the Plan assistance of Rs. 615 
crores to the States, R5. 590 crores has 
been already allocated among the diffe-
rent States by the Planning Commission 
and the remaining Rs. 25 crores is 
being specifically earmarked for a 
speedy completion of selected major 
irrigation projects. 11 is my earnest 
hope that the State Governments will 
provide adequate resources for the 
urgent requirements of minor irrigation 
and rural electrification. Over the year. 
depending on the economic situation, I 
will do my best to supplement the 
efforts of the States in these two priority 
area ... 

28. The main items forming part of 
the Centre's outlay of Rs. 1179 crores 
are: Rs. 172 crores for the Railways. 

~  153 crores for iron and steel, of 
which Rs. 110 crores arc for Bokaro, 
Rs. 8:! crores for petroleum and Rs. 70 
r r ~ for chemicals including fertilisers. 
The provision for agriculture is Rs. 53 
crores. that for Posts and Telegraphs 
Rs. 48 crores and for financial institu-
tions Rs. 35 crores. I quite realise that 
these provisions do not meet the re-
quirements of all the Ministries; but the 
constraint of resources has left me with 
no choice. 

29. Honourable Members would note 
that we have decided 10 appoint a 
Finance Commission in advance of the 
due date so that its findings are avail-
able for the formulation of the Fourth 

Plan. A copy of the Notification cons-
~ n  the Commission and incorporat-
IDg Its terms of reference is being laid! 
on the Table of the House today. I have 
been particularly keen for sometime: 
that the various financial problems be-
tween the Centre and the States. and: 
among the States themselves, should be-
objectively reviewed so that solutioas. 
are found which· arc not only just but 
accepted as such by all concerned. 
The recommendations of the Commis-
sion. I am sure. will serve this purposc 
and contribute towards national integrity 
and harmony. 

30. Sir, I now come to themucb 
awaited and perhaps much dreadect 
part of my Budget speech. I trust 
Honourable Members will not take me 
to task if the proposals I unfold do 
not fulfil the expectations of dread. With: 
resources available fur the Plan ned 
year of Rs. 1544 crores and the pro-
posed Plan provision of R5. 1859 crores, 
therc is a gap in the Centre's Budget of 
Rs. 315 crores. A deficit of this kind' 
is usually an invitation to a Finance 
Minister to sharpen his knife for II> 
major operation for mobilisation of add.i-
tional resources. On this occasion, I 
propose to engage myself essentially in 
a minor operation in the nature of plastic 
~ r er a n  out a little flesh here-
and adding a little bit there in: order to 
make the tax systcm more efficient and' 
attractive. 

31. A number of radical suggestions 
for tax reform have  heen made from 
time to time by Honourable Members. 
individual scholars and associations of 
labour, trade and industry. The finat 
report of Shri Bhoothalingam has been 
received and will be made available to 
Honourable members. The Public 
Accounts Committee has also recently 
made a number of suggestions in this 
regard; and We arc awaiting the recom-
mendations of the Administrative Re-
forms Commission. Over the year, r 
have given the most anxious considera-
tion to the revision and simplification of 
the  tax structure, both direct and in-
direct. While some changes arc obviollS-
Iy desirable and could be introducelt 
without further delay,' fundamental 
changes In the  tax system should not be-
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made 'oI.ithout a very thorough study of 
all the implications. I am haviog lueh 
a study undertaken in earnest aud am 
hoping that the climate of the country 
will be conducive to the acceptance 
of more thorough-going changes in the 
next Budget. 

an Export Markets Development Allow-
ance to taxpayers other dIaD foreip 
companies at the rate of ODe and one-
third of the revenue expeIIditure incur-
red for the development of expon mar-
kets. Further. to encourage expon of 
technical 'know-how' and' technical ser-
vices by Indian companies, 1 propose to' 
exempt from tax  the whole of their in-
come consisting of dividends, royalties 
and fees derived through these activities. 
from foreign companies. 

DIRECT TAXES 

32. Coming to direct taxes lirst, my 
main proposals in the field of corporate 
taxation relate to the discontinuance of 
the 'dh'idend tax' on excess distributions 
of equity dividends and a reduction in 
the 5urtn on company profits from 35 
per cent to 25 per cent. The abolition 
of the 'dividend tax', apart from making 
for simplification, should improve the 
climate for equity investment. The re-
duction in the sunax on company pro-
fits is intended as a spur to efficiency. 

33. I propose to introduce a number 
of. concessions to promote higher agri-
Cuitura! productivity, panicularly by 
encouraging the efforts of user indus-
tries. r propose to make a provIsion 
for the deduction. in the computation of 
busines, profits of companies, of an 
amour.! eQual to one and one-fifth of 
~ expenditure incurred by them in pro-
viding agricultural inputs. such as, fcrti, 
I isers, lieeds, implements nnd pesticides. 
and extension services. in spheres relat-
ed to thi! particular industry in which 
I he company is engaged. This \\ocighted 
deductio11 will be available whcre thc 
4ualifr;ng ~ end re is incurred hy 
the co:r.i'any directly and also through 
:Ipproved associations or organisations, 
The development of the seed proc"ssing 
industrr occupies high priority in our 
agricultur:.! programme, I. therefore. 
propose :0 accord to it the 'priority in· 
dustry' treJtment. 

34. A.; part of the measures designed 
primarily to assist export promotion. I 
prop'osc to extend the concession of 
development  rebate at the higher Tate 
of 35 per cent of the cost of new equip-
menf, to the manufacture of vegctable 
oils and oilcakes through the solvent 
extraction process. processed concen-
trates for cattle and pounry feeds and 
processed fish and fish products. I pro-
~ also to provide for the grant of 

35. In the field of taxation of persoaal 
incomes, I have reached: die conclu..ion 
that in the interest of simplification of 
the tax structure and c:cmvenience of 
taxpayers, the Annuity Deposit Scheme 
should be discontinued. Accordingly, I 
propose that no Annuity Deposits wUt 
he required to be made on incomes. 
arising after the current financial year_ 

36. Last year. as a measure for stimu-
lating investment in equities, Indian 
company dividends were exempted from-
income-tax in cases where the total iii. 
come from dividends of the taxpayer 
during the year did not exceed th.-e 
hundred rupees. I propose to extend 
this concession by exemptina the fitat 
five hundred rupees of such dividend 
income from tax even where the total 
dividend 'income exceeds five hundred 
rupees in the year. 

37. For several years past, the ratc-' 
structure of tax on personal incomes bas 
included the levy of separate surcharges 
in relation to unearned incomes and 
earned incomes in excess of specified 
limits. Under our integrated scheme 0( 
direct taxation which comprises, besides 
income-tax, an annual tax 00 wealth 
and taxes on gifts and inheritance, I 
do not see any need or justification for 
differentiating between UDearned and 
and earned incomes through the levy of 
surcharges on income-tax, which result 
in complications in tax calculations. I. 
therefore. propose to diScontinue the 
levy of separate surcharges on unearned 
and earned incomes. Simultaneously, in 
order to maintain the progretsiveness of 
the income-tax, I propose to step up the-
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basic rates of income-tax OD incomes 
Over Rs. I lakh from the present rate 
of 65 per ceDt to 70 per cent OD income 
iD the slab between rupees ODe lath and 
rupees two and a half lakhs aDd to 75 
per cent on income above that level. I 
also propose to step up the rates of 
ordinary wealth-tax on wealth in the 
slab over Rs. 10 lakhs by half per cent, 
that is, from 2 per cent to 21 per cent 
on wealth between Rs. 10 lakhs and Rs. 
20 lakhs. and from 2k per cent to 3 
per cent on wealth above Rs. 20 lakhs. 

38. In a situation where hoth the hus-
baDd and the wife are tax-payers in 
their own right. it would be improper 
for any outsider to decide as to who is 
dependent on whom. At present, we 
avoid this ticklish question by allowing 
both parties to claim a spouse allow-
ance. This still leaves open the ques-
tiOD as to who briDgs more tax benefit 
to the partnership through marriage. To 
eliminate this unintended strain on the 
relationship of marriage; I propose to 
provide that where both the husband 
and the wife ihave taxable incomes, the 
spouse allowance will be available to 
neither. 

39. As a measure of relief to totally 
blind individuals. I propose to pro\ide 
for tbe deduction of Rs. 2,000 in the 
computation of their taxable income. 

40. I also propose to simplify the exist-
ing basis of the calculation of tax on 
partnership incomes derived from regis-
tered firms. This will be done by de-
ducting the tax borne by the firm itself 
in computing the partners' shares in the 
income of the firm. At present, we 
grant rebate of tax at the averaee rate 
to the partners on the proportionate 
amount of the tax borne by tbe re-
gistered firm. In order to maintain the 
overall incidence of tax, I propose to 
mlike a consequential upward adjustment 
in the rates of tax OIl registered firms. 
Some rationalisation is also being under-
taken in regard to rate structure of tax 
on the incomes of cooperative lIOCieties 
anil Local Authorities. 

41. There are a number of changes I 
propose to introduce in resard to the 
computation of income from house pr0-
perty,. deduction for ·the cost 'of main-

tai.ning a vebicle by salaried employees, 
procedure for grant of refunds aDd 
withholding of tax from interest pay-
ments. It is not necessary for me to 
go into the details of all these changl:s 
Which are speJt out in the Explanatory 
Memorandum on the Finance Bill. 

42. I sliall now refer to some of the 
measures that I propose to introduce 
for countering tax evasion and avoid-
ance. ID this context, I propose to 
take steps for setting up, departmentally. 
an organisation for valuation of lands, 
buildings and other assets. Further, I 
propose also to have administrative in-
structions issued· to secure that. as Car 
as possible. the same value is adopted 
for an asset for the purposes of income-
tax. wealth-tax, gift-tax and estate duty. 

43. Another measure is to cla,-jly as 
short-term capital gains. the a n~ aris-
ing from the sale or transfer of capital 
assets within 24 months of their acqui-
sition, as against the present period of 
twelve months. 

44. The deductible amount of enter-
tainment expenditure in businessf's and 
professions is already subject to certain 
limits. These limits are often circum-
VeDted. through entertaiDment undertaken 
out of entertainment allowances or 'ex-
pense accounts' operated by employees. 
Henceforth, such expenditure will also 
be brought within the purview of the 
limits. The existing restriction in the 
case of companies on the deductible COt-
penditure on provision of per,!uisites, 
benefits and amenities to their higher-
paid staff will be extended to non-corpo-
rate enterprises. An alternative mooc-
tary limit of Rs. 1,000 per month for 
each employee will also be laid flOwn. 
Further, depreciation allowance lind 
maintenance expenditure admissible to 
the employer on residential accommo-
dation and household equipment luch 
as refrigerators and aiN:onditioners 
pro\ided by him to the employees free 
of charge, will also be brought within 
these limits. 

45. Tax liability is sometimes artifi-
cIally reduced by diverting profits· tI, 
relatives and associate concerns in the 
form of excessive payments for soods 
and services. Claims are also made fer 
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deduction of expenses in large amounts 
shown to have been paid in cash, often 
with a view to frustrating investigation 
as to the identity of the recipients and 
the genuineness of the claim. To plug 
lhese loopholes, I propose to provide that 
payments made in businesses and pro-
fessions to relatives or associate con-
aerns will have to a ~ the test of rea-
sonableness in order .. olualify for de-
duction. Further, I prn"Ose to provide 
that payments made if) 'mounts exceed-
Ing R '. 2,500 after a date to be notified 
later will be allowed a'; a deduction 
only if these are made by crossed 
chcqucs or by crossed bank drafts. 

46. I n order to e1l:pedite tax assess-
ments. I propOSe to reduce the period 
of time limitation for completion of 
assessments. in original proceedings for 
1969-70 and later years from four years 
to two years from the end of the rele-
vant assessment year. As a corollary to 
this, the time limitation for making ap-
plication; for refund of tax will also be 
reduced, likewise, to two years from the 
end of the relevant assessment year. 

47. I propose to lay down very 
stringent penalties on those who continue 
to avoid ta1l:';:S by concealing their in-
comes or wealth. For this, the penalties 
for concealment of income or wealth 
will be stepped up to a min'mum of 100 
per cent and a maximum of 200 per 
cent of the concealed income or wealth. 
In the case of persons defaulting in the 
statutory obligation to deduct tax at 
source and pay it to the credit of the 
Central Government, I propose to pro-
vide for punishment of rigorous impri-
sonment up to six months and a fine of 
not less than 15 per cent per annum of 
the tax in default, on conviction before a 
court. Currently, such punishment is 
only a fine upto RI. 10 for every day of 
default. 

48. The cbanges proposed by me in 
regard to corporate taxes and the taxes 
OIl penonal incomes will take effect 
prGSpeCtively i.e., in relation to inClOllle5 
on which advance tax is payable or tax 
is deductible at source during the com-
ing &naacial year, 1968-69. Similarly 
the propoud iacreaIes iD die ratea of 
ordiaary wealth-tax will take effect pros-

pectively from the assessment year 1969-
70. The discontinuance of annuity de-
posits from the coming financial year is 
e1l:pected to bring in, in a full year, addi-
tional tax revenue of the order of RB.18 
crores due to non..deduction, of deposits 
in computing the taxable income. Other 
changes in the tuation of personal in-
comes are likely to result in a reduction 
in rcvcnUo;! to the e1l:tent of about RB. 4 
crores in a full year, leaving a net gain 
to revenue of about Rs. 14 crores. J 
have not taken into account the gain to 
revenue on account of increase in the 
rates of wealth-tax as the benefit of it 
will accrue only during the financial 
year 1969-70. Together with the 
changes in corproate taxation, which 
imply a loss in revenue next year of 
:lbout Rs. 4 crores, the yield from direct 
taxes would show an increase of Rs. 10 
crores next vear as a result Of all the 
changes I have proposed. 

49. Before concluding the ~ e  of 
Direct Taxes, I should like to add that 
I have been impressed with the view 
exPressed in this Honourable House that 
the medium of the Finance Bill should 
not he utilised to make too many changes 
in the Income tax law. Accordingly. 
I have brought up only such changes in 
regard to which delay would have been 
inadvisable, leaving out changes con-
cerning structural or administrative mat-
ters to be considered and brought up 
separately in the course of the year. 

INDIRECT TAXES 

50. I now come to Indirect Taxes. kI 
keeping with the objective of maintain-
ing price stability for items of essential 
consumption, I have maintained the ut-
most restraint in proposiog cbanges in 
excise and customs duties. At the ·same 
time, some additional taxation of items 
of less essential consumption eanDOt be 
avoided. There is also need to deploy 
the instrument of indirect taxation for 
assisting export promotion and import 
replacement. I have also taken the 0p-
portunity of removing anomalies and 
introducing a measure of rationalisation 
and simplification. 

S I. It is JIIOIIOI8d to levy lIladle: 
duty on six DeW eommoditiel. '1IIIIIIIIy,. 
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CODfectionery and chocolates, leather 
cloth, embroidery, parts of wireless re-
ceiving letS like valves and transistors, 
steel furniture and crown corks. The 
duty on confectionery and chocolates 
is proposed at 80 paiSe per kilogram 
which is expected to yield an annual re-
veaue of Rs. 2.4 crores. The duty on 
embroidery and steel furniture will he at 
the rate of 20 per cent ad valorem which 
together will yield a revenue of Rs. 5.4 
crores in a full year. Leather cloth 
will bear a dUly of 25 per cent ad velo-
rem yielding an annual revenue of 
Rs. 1.52 crores. On crown corks a duty 
o( one paisa per piece is proposed which 
will yield an annual revenue of Rs. 1.50 
crores. The statutory rate of duty on 
valves and tf'dnsistors is proposed to be 
fixed at as. 5 per piece, but the effective 
rates at present are being fixed at as. 3 
and Re. 1 per piece respectively by 
exemption notification. The likely yield 
would be Rs. 2.90 crores. The new 
levies on confectionery, embroidery and 
steel furniture will be confined to the 
organised sector of these industries 
manufacturing the products with the aid 
of power. These new levies will collec-
tively yield a revenue of Rs. 13.72 crores 
in a full year. 

52. Amoog the commodities which 
are already excisable, the existing rates 
of duty on all varieties of un-manufac-
tured tobacco other than tobacco dust 
are proposed to be stepped up by about 
10 per cent. On this occasion, I have 
decided to be impartial between the 
different  devotees of nicotine, be they 
addicted to the humble bidi, hookah and 
cbewing tobacco or to cigarettes. cigars 
and the pipe. These increases will yield 
an additional revenue of Rs. 6.36 crores 
in a full year. Another item on which 
increase a~ been proposed is jute manu-
factures of which the rate of basic ex-
ciSe duty on hessians is being increased 
from Rs. 375 to as. 450 per tonne and 
on other in:lDufactures from Rs. 175 to 
~  250 per tonne. These increases w'll 
vield an additional revenue of as. 4.02 
crores in a full }'i'31'. 

per Qent to 30 per ceDt lIIl1llJ/orem lad; 
that on component parts ftam 30 per 
cent to 40 per cent. This measure will 
appeal to at least thole HODOIII'able-
Members who pulled me up in the last 
Budget session for overlooking such 0b-
vious items of less essential consumption. 
The increase in duty on these items will 
yield an additional revenue of as. 2.40 
crores in a full year. 

54. It will be recalled that as a part 
of the Budget proposals lut year the 
duty on sized cotton yarn of fine and 
super fine counts was increased sub-
stantially. Representations have heeD 
received from the powerloom: weavers 
that the burden of this duty at tile. weav-
ing stage is rather heavy. It is therefore 
proposed to re-adjlUt the rate stnICture 
in such a way that relief is affOrded on 
sized yarn and duties suitably stepped 
up at the processing stage of powerloom 
fabrics. The overall budgetary effect will 
only be marginal. It is also being eIl-
sured that the incidence of the duly Oil' 
composite mill fabrics, haodloom fabrics 
and hosiery remains more or less un-
changed. Particular care is being taken 
to see that the handloom sector is left 
unaffected. and in fact some relief is 
proposed to be given to this sector by 
exempting totally hank yarn in plain 
straight reels of new French counts 29' 
or morc hut less than 34-the latter be-
ing equivalent to a shade more than' 
40 British counts. This will involve a 
loss of about Rs. 10 lakhs in a full ye"r. 
Representations .have also been recei\'ed 
from the smaller producers of aluminium· 
that the effect of the Budget proposals 
of last year has affected their profitability 
adversely. It is proposed to afford some 
relief to these smaller producers by re-
ducing the effeclive duty to the extent 
of Rs. 150 per tonne; this concession 
will he available only to those ore-based 
producers whose clearance of aluminium 
and products made out of aluminium· 
had not exceeded 12,500 tonnes in the 
previous financial year. The revenue 
effect of this concession will be a loss o[ 
about Rs. 25 lakhs in a full year. 

53. My next proposal is to increase 55. Rationalisation of the esiatiq' 
the .basic excise duty on complete refri- concessions to certain. paper manufac-
ge&ators and air-eooditioners from 20 turers and exemptions applicable to· 
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:some varieties of paper are beini given 
.effect to by notifications, tbe overall 
.revenue effect of which will be a nominal 
.gain of Rs. IS luhs in a full year. 

56. The ceiling rates fixed in the 
Mineral Products (Additional Duties of 
Excise and Customs) Act, 1958 have 
now been found to be inadequate. The 
over-recoveries in the hands of the oil 
.companies which have to be appropriat-
·.ed to the Consolidated Fund through 
levy of these additional excise duties re-
quire a higher rate of levy. It is accor-
dingly proposed that the ceiling rates in 
respect of Motor spirit, Refined diesel 
oil and Petroleum products not other-
wise specified be raised sufficiently and 
the effective rates which are fixed by 
notification issued by the Central Gov-
emment stepped up suitably. These 
changes will YK:ld an additional revenue 
of Rs. 10.13 crores in a full year, but 
the consumers will not be affected as 
the dutiL'S, though recovered from the 
oil companies, cannot be passed on by 
way of price increases to the consumers. 
The cumulative effect of all the propo-
sals relating to excise duty will he an 
additional revenue of Rs. 36.43 crores 
in a full year. 

57. It is proposed to continue the 
levy of special excise duties at the exist-
ing rates for another year. The provision 
for levy of regulatory duty of excise in 
the same manner as in section 42 of 
tbe Finance Act 1967 is being continu-
ed tbough there will be no levy of this 
duty at present. 

58. For some time past I have been 
exercised over the administrative hurden 
on the excise department and the com-
plaints of abuse associated with the exist-
ing system of physical control. I have 
accordingly decided to extend the system 
of self.assessment by !be manufacturers, 
to 'a1l manufacturers, big and small. 
making exception in respect of a few 
excisable commodities only which pre-
Rent complications in assessment or 
where there is substantial movement in 
honlt. A large measure of trust will 
thus be placed in the manufactUrer!, 
thei.. deelaratioos and their accounts. 
Day. to day verification of clearances by 

Central excise o8icers will be dispeased 
with and replaced by periodical chec:k of 
the self -assessed documents and accouIlts 
to ensure that the amounts due to Gov-
ernment have been properly assessed 
and paid. This ehange in procedure will. 
however. necessitate certain essential re-
venue safeguards. To this end, the 
penal proviSions for unauthorised remo-
val of the goods or other contraventions 
of the rules and regulations with inteDt 
to evade payment of duty are proposed 
to he made more stringent. 

59. I have also reviewed the existing 
system of control on the tobacco 
growers for the purpose of levying 
excise duty on un-manufactured tobacco. 
Swps are being taken by which the need 
for the excise officers to contact the 
growers will be considerabiy reduced. 
The excise control on sparse growing 
amas is also being simplified. 

60. The levy of local sales tax by the 
States on goods declared to be of special 
Importance in inter-State trade is limited 
to 3 per cent at present. On a requeet 
from  some of the States. suitable amead_ 
ment is being made in the Central Sales 
Tax Act deleting mill-made silk fabrics 
from this list of goods. This wiU give 
the States freedom to levy sales tax on 
it without any restriction. 

61. I was reminded last year that in 
spite of my much discussed aversion to 
alcoholic liquors, I had not made any 
proposals in this regard. I sbould re-
trieve my reputatiem now; and I propose 
to increase the import duty on whisky, 
brandy, and a few other alcoholic liquors 
by about Rs. 9 per bottle. I also pro-
pOSe to increase the import duty 011 
cloves. cassia and cinnamon by about 
Rs. 12 to 13 per kilogram. There is II 
high margin of profit in respect of th_ 
spices and their use is confined to the 
comparatively affluent sections of the 
community. The proposals with regard 
to these consumer goods will yield an 
cxtra revenUe of Rs. 2 croces. 

62. My next proposal is in reprd to 
chemicals, plastics, synthetic r~ n  and 
miscellaneous articles not otherwise 
specified in the Customs tariff schedule. 
The present effective rate of SO per catt 
ad vtilorem is proposed to be railed to 
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60 per cent ad valorem with some ex-
ceptions. This will yield an additional re-
venue of Rs. 12 crores. The proposed 
increase is not likely to cause any hard-
ship J:lecause the cost of chemicals is 
~ an  a sman fraction of the price of 
the manufactured article, and secondly, 
because imported chemicals are usually 
not required in the manufacture of arti-
cles consumed by the common man; 
wherever they are. the existing rate is 
proposed to be maintained. Thus. though 
the tariff item regarding chemicals 
covers drugs and medicines too. the pre-
sent rate on the latter as also on the 
chemicals and intermediates required for 
their manufacture is being maintained 
by issue of exemption notifications. 
Similarly. the existing rate on carbon 
black and red phosphorus will be conti-
nued by ~ e of an exemption notifica-
tion. Further. sulphur. dye interme-
diates recommended by the Tariff Com-
mission and various other chemicals. the 
duty on which had been speciany re-
duced or exempted whony in the past, 
will continue to pay duty at the existing 
rates. In this connection I should like 
to make a special mention of an exemp-
tion that is r ~ed for chemicals and 
intermediates used in the manufacture 
of insecticides, pesticides and fungicides. 
Some of these have already been ex-emp-
tcd, but it is now proposed to issue an 
omnibus exemption notification covering 
all such chemicals and intermediates as 
arc not manufactured in the country. 
This concession is being given to encour-
age the use of these products as an aid 
to agricultural production. 

63. The last proposal on the Customs 
side is an increase in duty on some of 
the iron and steel products which at 
present carry a  specially reduced 'rate of 
I S per cent ad ,·"lorl'lIl. This rate is 
proposed to he raised to 271 per cent 
ad valorl'm as a  specially reduced rate 
is no longer justified in view of the indi-
en ~ production which is coming up. 
The revenue effect of this proposal will 
be an additional yield of Rs. 1.50 crores 
in a year. 

64. The special duty of Customs is 
being' continued for another year but a 
notification is being issued exempting 
imparted goods from this levy so as to 

maintain the status quo. The provision 
~ r levy of regulatory duty of CuStoms 
In the same manner as in section 39 of 
the !'inance (No.2) Act, 1967 is ·being 
contmued though there will be no levy 
of this duty at present. 

6S. As a result of the proposals relat-
ing to excise duties, there will be an. 
additional ~ d of Rs. 3.80 crores on 
account of the increased collections 
under ~~ erva n  duty. The aggre-
gate additional revenUe under import 
duties will be Rs. 19.30 crores. 

PO.I·ts and Tele!:raphs 

66. I had occasion to mention earlier 
that ~ deterioration in the revenue 
budget of the Posts & Telegraphs Depart-
ment this year would be of the order of 
Rs. 22 crores. The result is that they 
have not only not been able to pay the 
due dividend liability to the General 
R:venues but have not also been able to 
cover their working expenses this year. 
The working expenses of the Post Office 
Branch hav·: particularly gone up very 
rapidly due to the increase in staff costs. 
It has been agreed that the shortfall of 
this year and the last two years should 
~ made goOd over a period of three 
years commencing from the next year. 
On this hasis and at existing tariffs, it is 
anticipllted that the deficit in the revenue 
budget of the Posts & Telcgraphs De-
partment next year would he Rs. 23.83 
crores. Honourable Members are aware 
that a Tariff Enquiry Committee undE:! 
the Chairmanship of Shri Mahavir Tyagi. 
had heen appointed to evolve definite 
principles on which the tariff policy of 
the Department might be based. 1be 
Committee's interim report covering Ibe 
Post Office Branch has since been receiv-
ed and based on the principles suggested 
by the Committee. it is proposed to 
revise the postal tariffs. The interim re-
port and a Memorandum showing the· 
proposed changes is being circulated 
separately along with the Budget papers. 
und I shall, therefore. mention only the 
more important changes. The postage 
on letters upto 15 grams is proposed to 
he incrcased from 15 paise to 20' paiR . 
and that for a letter-card from 10 paise . 
to I'S paise and for a post eardfrom fi. '. 
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pllise to 10 paise. The postage for 
books, pattern and sample packets and 
hook packets containing printed books 
and registered newspapers will also be 
raised. The money order commission 
which is 15 paise per Rs. 10 will nOW 
he 20 paise per Rs. 10 upto Rs. 200 and 
30 paise per Rs. 20 thereafter. The 
postage charges for foreign mails will 
also be revised. The Committee has not 
yet reportcd on the tariffs for other 
t,ranches. but in view of the loss in the 
working of the Telegraphs Branch, it is 
proposed to make a small increase in 
som.: of thc inland telegraph rates. 
Thcse changes are expected to bring in 
an auditional revenue of Rs. 24.70 
crore.> on the Postal side and Rs. 1.08 
croces on the Telegraphs side in a full 
year. The chunges would be given effect 
to from dates to be notified later and are 
cXJr.cted to cover the deficit of the Posts 
& Tei'.!graphs Department next year. 

67. [ might add that I have already 
taken account of the increases in the 

~ and telegraphs rates in preparing 
the Budget Estimates for 1968-69 so 
that they will not count towards reGIuc-
tion of the initial deficit of Rs. 315 
crore;. Similarly, the changes in fares 
and tr.:ights announced by my colleague, 
the Railway Minister. have also been 
take" into account before striking the 
deficit. 

Summing Up 

68. To sum up, the additional revenue 
next year from the measures of taxation 
I have proposed would be Rs. 65.73 
r re~ of which Rs. 10 crores would be 
under direct taxes, Rs. 36.43 crores 
under excise and Rs. 19.30 crores under 
customs.' Of this, a sum of about Rs. 15 
crore<i' will accrue to the States leaving 
a balance of Rs. 50.73 crores available 
for the Centre's Budget. r hope the State 
Governments will utilise this addition to 
their resources for minor irrigation and 
rural electrification. 

69. On capital account, the abolition 
of the Annuity Deposit Scheme will 
mean a loss to the Central eXchequer of 
Rs. 35 crores next year. Part of this 
loss will be made up by contributions 

10 the new public provident fund for 
which I am taking credit for Rs. 10 
r re~ only. There will, therefore, be 
a net loss on capital account of the 
order of Rs. 25 crores. The net gain to 
the Centre's Budget on revenue aad 
capital account taken together of all the 
changes will be of the order of RI. 25 
crores so that the initial deficit of Ra. 
315 crores goes down to about Rs. 290' 
crores. 

70. Honourable Members may well 
appreciate the immense reservation with 
which I have reconciled myself to a 
large deficit next year. A number of 
considerations have weighed with me. In 
so far as the Plan outlays are concerned, 
il is clear that any further reduction can 
only lead to dislocation of the progress 
of continuing schemes even in critical 
areas such as agricultural development, 
fertiliser production and family planning 
where we are poised for substantial 
achievements. We have also to keep in. 
mind the problem of unemployment 
among technicians. which is already a 
matter of concern. Besides, it would be 
shortsighted to retard the process of re-
covery by putting an undue curb on 
G.overnmental spending. I am sure that 
no section of the House would have 
commended such an approach. The 
other alternative was to put up proposals 
for a v ~ mobilisation of resources. 
J.t is my judgment that this would hurt 
the economy and retard the process of 
growth. 

71. r have done my best to restrict 
the outlays on Defence and Adminis-
tmtion. I am happy to note the earnest-
ness in all parts of the Defence Services 
to eschew every form of avoidable ex-

~nd re  I am anxiously awaiting the 
finalisation of the Reports of the Admi-
n:strative Reforms Commission. I need 
hardly reiterate that Government would 
go into the recommendations of the 
Commission with earnestness and prom-
ptness in order that the objectives of 
etliciency and economy in administra-
tion can be fulfilled as early as possible. 

n. In estimating the resources at the 
existing rates of taxation, havin& been 
bitten once, I have assumed a modest 
recovery in industrial production. If, 
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;as I hope, the modificatiollS in taxatiaa 
1 ,have Proposed succeed in improving 
the climate for saving, investment aad 
export, the economy might revive more 
-vigorously and this would help in moder-
ating the actual deficit. Honourable 
Members may rest assured that I have 
not changed my belief that We cannot 
afford to indulge in large budgetary de-
ficits year after year. If I have recon-
ciled myself to a deficit next year, it is 
in the expectation that by assisting the 
'revival of the economy at fbis stage, we 
shall be able to achieve a more satisfac-
tory budgetary balance before long. 

73. No Finance Minister can claim 
either perfect foresight or absolute wis-
dom. But I do feel that the situation 
is as hopeful as it is challenging. The 
utmost co-operation, discipline and even 
a measure of self-denial by all sections of 
the community will be necessary if we 
are to meet the challenge. I would like 
to appeal to all the Honourable Mem-
bers for their co-operation and construc-

'tive suggestions so that, together, We CaD 
turn the present challenge into hope and 
opportunity for the future. On my part, 
I can only assure a continuous watcb on 
implementation of economic policies and 
a 'readiness to take appropriate action 
from time to time. In conclusion, it is 
my earnest 'hope that the Budget I have 
'had the honour of presenting today re-
conciles as best as possible the variety 
of concerns that are so anxiously felt 
in this Honourable HOUSe and in the 
,country as a whole. 

'18.26 HRS. 

FINANCB lIlLL·, 1968 

TIlB DBPUTYPRIMB MINISTER 
,AND MINISTER OF FINANCB 

• Published in Gazette of India Ex-
'traordinary, Part II, section 2, stated 
29-2-68. 
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. ".,.. 
iULSS/68-1,".fi'l-29-8-6s-.olPF. 

(SHRI MORAIUI DBSAI): r beg ttl 
move for leave Ii,. inlrolluce a Bill to 
give effect to the 1inancia1 proposals of 
the Central Government for the finan-
cial year 1968-69. 

MR. SPEAKBR : The question is : 
"That leave be granted to introduce 

a Bill to give effect to the financial 
proposab of the Central Government 
for the financial year, 1968-69". 

The motion was adopted. 

SHRI MORARJI DESAI: Sir, I in-
troducc·t thc Bill. 

18.27 HRS. 

PAPERS LAID ON TIlE TABLE-
contd. 

NOTIFICATION reo FIFTII FINANCE CoM-
MISSION 

THB DBPUTY PRIMB MINISTER 
AND MINISTER OF FINANCE 
(SHRI MORARJI DESAI) : Sir, I also 
lay on the Table a copy of the Notifica-
tion constituting the Ffth Finance Com-
mission. [Placed in Library. See No. LT-
277/68], 

18.28 HRS. 

The Lok Sabha then adjourned till 
Eleven of the Clock on Friday, Marclr 
I, 19681PhaiguNI 11, 1889 (Saka) . 

tIntroduced with the recommenda-
tion of the President. 


