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14.10 Hrs.
GENERAL BUDGET—GENERAL
DISCUSSION

SHRI M. R. MASANI (Rajkot) : Mr.
Deputy-Speaker, Sir, that this Budget has,
perhaps, reccived a friendlier welcome
than most of those that have preceded it.
] do pot grudge that satisfaction to my
good friend, the Finance Minister. But
in case he thinks that the satisfaction or
welcome is due to tae merits of the
Budget. let me caution him that this would
be misleading himself. The jubiliation is
in the nature of relief, the relief that
something much worse did not happen.
This is the predominent sentiment to which
immediate cxpression has been given
widely the country and, particularly, by
business and industrial circles. Mr.
Laxman, one of our best cartoonist, sum-
marised the position very well in the
excellent cartoon ae published entitled
“Feeling Better 7

Sir, it reminds me of the story of a
Jewish collective farmer and the Rabbi in
the Soviet Union. The story goes back
to the days of Stalin when they were par-
ticularly oppressed. When the farmer, that
is, the Soviet farmer, found himself miser-
able. he went to a Jewish priest, the Rabbi,
and told him that he was miserable and
that he wanted some relief. He got a
promise from the farmer that if he would
be patient and carry out whatever he sug-
gested, he would give him relief. The
farmer said : “Yes, 1 will do whatever you
advise me to do.” Then, the Rabbi asked
him, “What animals or cattle have you got?”
The farmer said, “I have got one horse,
one cow and some poultry, and I have
got six children at nome. We live in a
littic hut.” The Rabbi told him, “From
today. ‘when you go back, take the cow
into your hut.” The farmer said, “I am
already overcrowded.” Then, the Rabbi
told the farmer, “You have promised me
to do what 1 say, take the cow into your

hut and com¢ to mc next Sunday.” The
next Sunday, he asked, “How are you
feeling " and the farmer said, “Much
worsc”. Again, he told the farmer, “Now.

take the horse into your hut for one week
and come to me next Sunday.” The far-
mer came back next Sunday and said, “It
is even worse.,” The hut has become
filthy, stinking and all that” The Rabbi
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told him, “Now, take all the poultry and
keep them in your hut.” This was also
done. Then, when he went next time, the
collective farmer said. “This is worst of
all.” Then, Rubbi told him, “Now, take
the poultry out and come again and report
to me next Sunday.” When he came next
Sunday, he said, “I am feeling better.”
Then, Rabbi told him, “Take the horse
out of your hut.” And, finally, when the
cow was removed, the farmer came and
said, “You have solved all my problems.
1 have no worries left.”

Sir_ this is the measure of the Finance
Minister’s momentary popularity. I regret

that, unlike the collective farmer, I do not
take a short view and, therefore, I can-
not join in the jubiliation, in the welcome,
for the Budget.

If the Budget had been a good one, the
hon. Minister could have ex] my full-
est support, but unfortunately, I think tae
view taken by business and industry is
a very superficial and a short-sighted one.
It reminds me of Sir Robert Walpole say-
ing earlier when 'the people of Loadon
were jubilating, “They are ringing the
bells now, but they will be wringing their
hands soon.” The day is not far when
the same gentlemen who have rushed for-
ward to welcome this Budget are going
to get second thougats.

Our angle from this Party and from
these branches is primarily that of the con-
sumer. We are a Consumers’' Party, We
are for th¢ men who buy and the men
who buy are every man, woman and child
in this country. There is a second class
for which we would like to judge every-
thing and that is the peasant, the farmer.
Judged from the point of view of the
national economy, the consumer and the
farmer, this is a bad Budget.

Let me first dcal with the revenue side
where I have not very much to say. [
think, in regard to taxation, the Finance
Minister very wiseiy came to the conclu-
sion that there was nothing very much left
to tax. The law of diminishing returns
had set in and, therefore, quite wisely,
he avoided adding to the burden of taxa-

tion, The orange had already been squee-
zed dry; only the poor remained to be
bled.

All the same, I would like to welcome
certain minor liberalisation measures toat
the budget embodies. First of all, | am
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glad to say that the Finance Minister has
carried out the half-assurance that he gave
me acress the floor last year in regard to
the Annuity Deposit Scheme. I am very
glad that he found it possible to dispense
with that obnoxious measure. It is also
good that, in regard to investment, the
first Rs. 500 for dividend income has been
freed of income-tax. It is good tnat the
surtax has been lowered from 35 to 25
per cent. and the tax on dividends up to
10 per cent has been abolished. One can
go on like this with two or three small
measures.

But let me say this. Even with all
these measures taken, it is a very poor
thing compared to what Pakistan is doing
in regard to giving incentives to enterprises
in their country. In Pakistan, the exemp-
tion limit of dividends is not Rs, 500, it
is Rs. 5,000. Educational allowances for
children are Rs. 300 per child up to a
maximum of Rs. 900 for those whose
income do not exceed Rs. 25,000. There
are more generous deductions for invest-
ment in life insurance, provident fund, etc.
Above all, the statutory limit of exemption
from income-tax is Rs. 6,000 as against
Rs, 4,000 in our country,

Here, I am very glad that Mr. Bhootha-
lingam has in his Report, advocated the
raising of the exemption limit from Rs.
4,000 to Rs, 7,500. If this is done, a
large number of small taxpayers who
should not be paying tax at all, would
be relieved from this burden and may have
a little more to spend or to invest. 1 would
like to suggest to the Finance Minister
that even in this Finance Bill, when it
comes up before the House next month,
e may raise the exemption limit from Rs,
4,000 to Rs. 75,000, as recommended by
the expert whom they themselves appoint-
ed.

Most ot the commentators saw thig¢
budget as a choice for the Finance Minis-
ter between additional taxation and deficit
financing and felt that he was bound to
choose one or the other. As if one has
to choose between plague and cancer!
My answer is that I choose neither, be-
cause there was the way out of good
health. There was a third alternative
which would have made both deficit finan-
ging and added taxation unnecessary, and
L12LSS/68—7
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that was the way of cutting the bloated
expenditure of the Union Government, In
other words, the whole public discussion,
if I may say so, in the press has been
in regard to a false choice. The right
choice has hardly been mentioned, 1 am
SOITY to say, even by our economic com-
mentators, all of whom want to take the
casy way out of jubilating too early.
But that third alternative is the real onme.
If unnecessary and wasteful expenditure
had been cut down, we could have balun-
ced the budget without deficit finance and
without additional taxation.

SHRI RANGA (Srikakulam) : He had
himself agreed earlier,

SHRI M. R, MASANI : I am glad that
our own Government, for which my Party
is responsible, in Orissa has been one of
the few State Governments, perhaps the
only one, to have brought forward a sur-
plus budget and to have refused to take
the casy path of deficit finance,

SHRI S. KANDAPPAN
Madras' also,

SHRI M. R. MASANI : I am glad that,
as usual, Orissa and Madras go together
as the two well-governed States ruled by
non-Congress Gover in the Y.
as 1 have been often told by people.

The Finance Minister will say; ‘It is all
very easy sitting where you are, to say
that. But where is the scope for econo-
my ?” I would like to remind haim that
last year he had told us ‘Be patient, next
year, I shall cut and wield the axe’. 1
am very sorry that he has not found it
possible to muster enough strength and
courage to carry out that intention. If
there is one big fault in this budget, it
is the failure ta carry out that hope and
that assurance that we would live within
our means and that this Government, for
the first time, would learn to cut its coat
according to its cloth.

SHRI S. K. TAPURIAH (Pali)+ It

never learns,

SHRI M. R. MASANI : There is ample
scope for economy. Let us not believe
the Finance Minister if he tells that this
Rs. 300 crore gap could not have been
avoided. There is first non-developmental
expenditure, civil and military, unproduc-
tive expenditure which gives not a rupee

(Mettur) :
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back to this country. Unfortunately, that
expenditure is going up twice as fast as
developmental expenditure. If you take
the base year 1964-65, up to today waile
the development expenditure  both at the
Central and State level has gone up by
27 per cent, the non-developmental expen-
diture has gone up by 55 per cent. If
you take 1961-62 as the base with 100,
then development expenditure has gone up
to 20S, while non-development expendi-
ture went up last year to 290. In both
cases, the rate of galloping expansion in the
wasteful and unproductive expenditure is
twice what it is of Plan expenditure, This
means that less and less of our country’s
savings and less and less of our taxes
is ‘being devoted to fruitful and productive
returns and more and more to wasteful
purposes.

During the last ten or eleven months,
1 have had the opportunity as Chairman
of the Public Accounts Committee to lcarn
a litttle more about what goes on on the
expenditure side of our balance-sheet. I
had the co-operation of Members of my
Committee in ample measure, and may I
pay my humble tribute to the Members
of the ruling party and of other parties
who have worked along with me as one
happy team without the slightest element
of party politics? I think it is onc of
the finer things about our democracy that
these financial committees are able to func-
tion as a microcosm of Parliament,

The experience that 1 have gained, how-
ever, is a very sad one. If I thought
before that there wa¢ waste, that impression
has been confirmed. If I thought before
taat there was hanky-panky and corruption,
that impression also has been confirmed.

I have had the privilege of laying ten
original Reports before this House since
last May up to this morning. These cover
six Ministries out of about twentyfive de-
partments or Ministries which are relevant.
A perusal of these Reports will show that
they have uncovered or disclosed waste
of public money or infructuous expendi-
ture totalling Rs, 4588 crores. Thi¢ is
just a very small cross-section of what is
going on in the country. That will give
some idea of the quantum of money that
is being poured down the drain,

The Centre and the States today employ
6% million employees, most of hem under-
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employed and under-paid. While I be-
lieve that all further recruitment should be
stopped—retrenchment is difficult, but cer-
tainly I would expect Government to stop
a single new man being taken on a single
new post being created—I am sorry to say
that this time, in the Demands for Grants
so cheerfully passed by the Finance Minis-
try I find that that overgrown body, that
parallel government, the Planning Commis-
sion, which has already been criticised by
the Administrative Reforms Commission and
by all of us for developing a big pay-roll
and big staff and doing very little except
ruining the country, has been given even
more clerical and pcon staff. It is unfor-
givable T do not know whether the Finance
Minister is conscious of this horrible thing.
1 have tne figurcs here. He has sanc-
tioned the increase in the number of peons
in the Planning Commission from 224 to
290 and of clerks and assistants from 557
to 1041. I want to ask him: Without
cven a Plan before the country, with a
Plan Holiday that the country is enjoying
at last, what excuse can there be for in-
creasing tne menial and ministerial staff
in a body that should have been liquidated
long ago for its incompetence ?

1 turn to Defence expenditure. It has
becn called the ‘sacred cow of Indian
economics’ by a journalist the otner day,
because nobody has the courage to attack
it. Certainly none of us wants that the
defence of this country should be weak-
ened in any way. That is farthest from
our minds. We do not want the security
and defence of this country to be weak-
ened in the slightest. But surely defence
and security arc not proportional to the
money sanctioned or spent! Mr. Mac-
Namara, who recently retired as Defence
Secretary of the U.S., has shown how by
a resort to cost effectiveness taat you can
cut the budget and still increase the fire
power and defence preparedness of a
country.

Now, I have presented three Reports on
the Defence Services and Defence Produc-
tion. A look at these will be rewarding.
1 think I can say this ‘with a semse of
responsibility that if in the ‘defence ex-
penditure of over a thousand crores of
rupecs—it has already gone up this year
by Rs. 45 crores more than last year. and
crossed the thousand-crore-mark for the
first time in our history—if the budget had



2575 B.G.. Gen. Dis,

been cut by Rs. 100 crores, this country
would not have suffered an iota in 8o
far as its security and defence are con-
cerned. Our Committee has recommended
that, instead of the Ordnance factories try-
ing to produce everything by themselves,
it will be more beneficial to our defence
readiness, defence posture and economy,
if a lot of things were farmed out to
other concerns to produce, as is done in
the more advanced military countries of
the world. This time the Ordnance and
cloth factories have been allocated by the
Finance Minister Rs. 119 crores. A very
major cut could ‘be made in this if the
recommendation of tae Public Accounts
Committee could be carricd out. But the
sad thing is that the Finance Minister has
rccommended economy to everyone, to the
citizen, to the State Governments, but not
to the Union Government. That is the
only exception from the golden rulc of
self-control and self-restraint.

SHRI RANGA : Hc has become help-
less.

SHRI M. R. MASANI : [ now turn to
developmental expenditure which is sup-
posed to be more productive. Certainly
it is not a complete waste like the Civil
Service expenditure, But I find there is
an obsession that if you spend more and
more on the Plan, then you get better
results. I have not the time today to go
into details. My time is limited. But may
1 commend to hon, Members a study of
the investments'in the first three Plans and
a study of the rate of national income
growth, food production and industrial de-
velopment during these three Plans? |
have got the figures here. They show very
clearly that the more we invested in the
Second and tne Third Plans, the more
ground we lost. As regards the Third
Plan, which was the biggest, it was the
most disastrous in our history. The Esti-
mates Committee in its 30th Report has
drawn the conclusion that spending more
money on Plan¢ does not produce the

goods,

Our State enterprises are a sad story
of waste. Bokaro, to which we are now
allocating Rs. 110 crores, is the biggest
White Elephant in this country. It could
hnave been dropped altogether from this
year’s budget without any harm. The
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factory has not beea put up. Only work-
ers’ houses have been built. Nothing
would have been lost if those houses are
allowed to stand and if the project is post-
poned for five years. Rs. 110 crores
could have been diverted to the needs of
the people, to the needs of agriculture,
or saved. But because of our commitments
to a foreign Government on which we are
leaning a lot, which we seek to placate,
it seems that we could perform this ele-
mentary task.

Hindustan Steel is the biggest of these
white clephants, We have invested Rs.
960 crores in HSL. and it is effecting an
annual scale of Rs. 130 crores. That is,
for every Rs, 100 of total capital em-
rloyed, HSL effects a sale of Rs. 14 per

As it happened, the Jamshedpur
plant of Tata Iron and Steel Limited
doubled its production from one million
to two million tonnes some time back.
At that time. Rs. 60 crores more were
invested by Tata Steel. At the end of
the execution of the Two Million Tonne
project, their annual additional sales were
of the order of Rs, 40 crores. In other
words. Hindustan Steel's sales ratio for Rs.
100 of capital invested is Rs. 14 crores,
while Tata’s was Rs, 66 crores for the
same hundred rupees of investment:
These facts have been published in a
letter published by some friends of ours
in Ahmedabad. They remain unchallenged
and cannot be corrected.

Hindustan Steel admits a loss of Rs, 59
crores during the past seven years.
(Interruption)

AN HON, MEMBER : Shameful.

SHRI M. R, MASANI : It is not shame-
ful, for if the loss had been only waat
have admitted we might have been grate-
ful! Now, Sir, if they had earned 10 per
cent on the capital invested, as a normal
business enterprise should on its share
capital, they would have got another Rs.
371 crores of profit for the country and
its revenues,

So, the total amount lost by Hindustan
Steel to this country on the capital inves-
ted is Rs. 430 crores in seven years. In
spite of that another Rs. 110 crores has
been given to Bokaro and State enterprises,
which are a. drain on this country, have
been given to Bokaro and State enterprices,
vestment,
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That is why eminent socialisis are now
realising that Indian Socialism is a very
poor advertisement for what they have
tried to do in their own country,

MR. Lee Kwan Yew, the Prime Minister
of Singapore, one of the most intelligent
leaders of Asia, happens to be a socialist.

He came to Bombay to talk to his fellow-
Asian Socialists some time back and he

made this remark :—

“It is pertinent to ask how is it that,
in Asia, countries like Japan, Hong
Kong, Formosa, Thailand and Malaysia,
which have bustling free enterprise so-
cieties have achieved success, while
countries professing socialism have fail-
ed to produce satisfactory results 7"

And then, we had that great socialist in
our country, the author of the Affluent
Society, my good friend Mr, Kenneth
Galbraith. He came full of admiratiop for
our planning and our socialism. But,
judging by his latest book called, The New
Indutrial State, he seems to have gone
away bitterly disappointed with us. He
says, talking about our pattern of invest-
ment :—

“In India and Ceylone, and also in
some of the new African countries, pub-
lic enterprises have not, as in Britain,
been accorded autonomy. Here the
democratic socialist prerogative has, in
effect, been fully asserted... India, in
particular, as a legacy of colonial ad-
ministration, has an illusion of official
omniscience which extends to highly
technical decisions.... The effect in
these countries of this denial of auto-
nomy has been exceeding inefficiency
in operations by the public firms....”
He goes on to say that :—

“In India and Ceylon nearly all public-
owned corporations operate at a loss.
The situation is similar in other new
countries. ... One result is that a large
number of socialists have come to feel
that public corporations are, by their
very nature, in the words of a Minister
in a western country, ‘remote, irresponsi-
dle bodies, immune from public scrutmy
or democratic control.”

This is a sad chapter and it is a pity

that ‘instead of cutting this cancer out,
‘thinking of what to do with the State
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enterprises, handing them over to people
who can run them efficiently, another
Rs. 400 crores are poured down the drain
to add to the others that we have lost.

When the Administrative Reforms Com-
mission, led by Mr. Hanumanthaiya, made
its report in January, pleading for the
acceptance of Prof. Galbraith’s plea for
even more autonomy, the Times of India
reported from Delhi that the Secretaries’
Committee had rejected the recommenda-
tions of the Administrative Reforms Com-
mission. And why ? The Report said :—

“The most important but unstated
objections is that this would mean an
abridgement of the administrative Minis-
tries’ powers of control and patronage.

The location of important projects also

becomes generally a matter of political,

rather than economic decision.”

I do suggest in all seriousness that the
hon. Finance Minister and the Government
join with us sometime this Session in hav-
ing a full length, serious discussion on
what is to be done with these State enter-
prises which are ruining the ecomomy of
this country. If taey are to be run from
now on, let us consider how they should
be run. If there are defects which are
inherent in them, as some of us suspect,
let them be handed over, as in Germany
and Japan, to those who can convert the
losses into a profit.

Eschewing this path of economy, the
Finance Minister has chosen to undergo
a “revolutionary .conversion,” as it has been
called by the Economic Times, A person
who last year stuck to intellectual .and
financial probity and rectitude now comes
before us converted to what I would describe
as an irresponsible course,

This Budget is a gamble at the very
best. 1 am prepared to concede it may
just come out right. It is a gamble with
the security and life and fortunes of our

people. The root cause of it is the failure
to curb expenditure, as I have already
shown,

Therefore, driven to the choice between
additional taxation which is not possible
and deficit finance, the casy path of creat-
ing money with the facilities available at
the Nasik Printing Press has been resorted
to. Acharya Kripalani some years ago re-
ferred to deficit finance as ‘pick-pocket-
ing.”  Certainly that is correct, because
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money is being picked out of the pockets
of the people when they are not looking.
1 would prefer to call it “legalised counter-
feiting”. The only difference between the
hon. Finance Minister and myself today
is that even if T do on a small scale what
he is doing on a big scale, 1 would be
quite rightly sentenced to prison, while
he is immune. How is it that a man who
saw all this last year clearly and set his
face against it has this year come to us
with an inflationary budget ? Inflation, as
we know, iy anti-social. It is anti-socialist.
It hurts the poorest people and the people
with fixed incomes. It helps the specula-
tors and blackmarketeers and the tycoons.

1 apprehend that this country is going to
pay for this budget in the moathg and
years to come in rising prices, economic
distress to the poor sections of our people
and the consequent political instability,
which we discussed only this morning.

The quantum of deficit finance is tre-
mendous. Let us make no bones about
it. This iy deficit finance with a ven-
geance—Rs. 300 crores last year and Rs.
290 crores this year, i.e. a total of Rs,
590 crores in two successive years, aggra-
vated by the reduction in the bank rate,
because the reduction in the bank rate
from 6 to 5 per cent creates credit and
credit is the equivalent of money. The
Explanatory Note on the budget itself
admits that over-all deficit finance at the
Centre has been rising steadily. It was
Rs, 114.5 crores in 1961-62 and it rose
to Rs. 172.76 crores by 1965-66, making
a total of Rs. 782 crores duving the Third
Five Year Plan period. If to that you
add the present Rs. 590 crores, you get
over a twelve hundred of deficit finance
alrcady accumulated. On top of that, now
we want to add this new deficit finance,
this new inflation.

If déficit financing and inflation could
have solved our problems, we did not
need the Finance Minister to come to us
in 1968 with this panacea., It has been
tried omt from the times of Jawaharlal
Nehru and T, T. Krishnamachari. It has
brought the country to its preseht pass of
poverty and bankruptcy. Surely, this is
not the answer to our problems.

Let me appeal, if I may, from Philip
Drunk to Philip Sober. Let me remind
the Finance Minister of what is said on
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pages 99 and 100 of the Third Five Year
Plan document. It said :—

“On a broad view of all the factors,
the limit for deficit finance in the Third
Plan period has been placed at Rs. 550
crores.”

For five years, Rs. 550 crores was felt to
be a tolerable dose. Anything more than
that would be a lethal dose. In two years
—Ilast year and this year—the Finance
Minister wants us to absorb Rs. 590
crores of inflationary finance. This
massive inflation has to be judged
against the backlog of the past rise in
prices. Taking the wholesale price index
as 100 in 1962-63, it rose to 105 in 1963-
64, 119 in 1964-65, 129 in 1965-66, 149
in 1966-67 and 168 in 1967-68. That i,
our people have had to pay an average
annual rise in prices of 14 per cent over
the past seven years. Today's rupee equals
only 62P of the 1965 rupee. On this
oppressive burden of inflation, comes this
additional impost. I cannot help feeling
that this may prove to be the last straw
that breaks the back of our economy as it
does of the proverbial camel.

The Government's case has been ex-
plained by Mr. 1. G. Patel, one of its offi-
cials, at a press conference after the
Finance Minister’s speech. He has said
that this deficit finance will not lead to a
rise in prices. Certain factors, he men-
tions, would provide “a cushion” because
of which there will be no increase in
priccs next year resulting from the un-
covered Rs. 290 crores gap in the Budget.
If this was true, many of us would stop
criticising this Budget. But what is tae
assumption on which this cushion has been
created ?  As far as I could understand
the Government spokesman’s remarks,
this cushion would be provided by the in-
creased volume of agricultural produce
which would be reflected in two things—
savings and investment from the higher
rural incomes and a larger market for con-
sumer goods which would in course pro-
vide more excise duties and so on.

I want Hon. Members to consider
wnether this assumption of the Finance
Ministry is one that is justified by their
own knowledge of our country-side and
rural population. Is this assumption a
valid one ?
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First of all, has the agricultural increase
been such as 1o make us relax, jubilate
and think that all our problems are
solved ? The quantum of increase has been
placed at a total amount of 95 million
tons of foodgrains. But 1 notice that the
returns given by the State Governments,
if totalled up, only come to 89 million
tons. However, let us accept 95 million
tons as a fair guess of what the food pro-
duction is going to be. 95 million tons
is only 6 million tons more than the food
production in 1964-65—nothing to shout
about. Let us be grateful for small mer-
cies, let us be grateful to our peasants for

what, with all the adverse factors, they
have been able to give us.

But, Sir, these are cyclical swing of the
pendulum up and down. For instance,
during the two years ending 1966-67,
agricultural production fell by 16 per cent.
In 1966-67 it went up again. But, in the
meanwhile the population has also gone
up by 7b per cent. Therefore, I cannot
help feeling tnat the net outcome of the
so-called bumper harvest is that whatever
was lost by the farmer has been made
good and that our food increase has kept
pace with our increase in population. If
that is so, there is very little surplus left
for additional savings against which Rs,
300 crores of currency can be pumped
into circulation.

We must remember that our country,
unfortunately, thanks to the neglect of the
Congress Government of agriculture for
twenty years and its wasting on the steel
plants thousands of crores of rupees that
should have gone into irrigation and fer-
tiliser because of the Stalinist obsessions
of a former Prime Minister, has today
only 17 per cent of its crop area irrigated.
Can a country, 83 per cent of whose
crop area is unirrigated, afford to say:
now we have crossed the barrier and every-
thing is going to be all right ? Until this
change in irrigation is provided, the situa-
tion will always be precarious and the
danger of grave shortages of food may
recur even in a year or two again. So
this temporary increase means very little.
It is a very fragile reed on which to
build an inflationary budget.

As far as I could understand Mr, Patel,
his point was taat because the volume of
goods and services have gone up in the
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country, the volume of money can also
be increased. But there is a fallacy there.
The volume of goods and services may
g0 up without adding to the volume of
goods and services in circulation,  Sup-
posing I am a farmer and I double my
crop, but I go and bury it underground
immediately or bury the gold that I get
for it, it does not add to the volume of
goods and services in circulation in the
country. In other words, the money in
circulation has to be balanced against the
volume of goods and services in circula-
tion. The whole point is. Will the addi-
tional harvest go into circulation in mone-
tary terms ? Will it form part of the mar-
ket ? Will it effect the economic
process ?

I am very glad that, in order to get this
surplus into circulation, the Finance Minis-
ter has not done the wrong thing which
he was advised to do by some urban
people, and that was to tax the farmer.
1 am very glad that he has desisted from
this ill-advised step. 1 am glad because
it would have been an act of gross in-
justice if, in the very first year when the
farmer was getting justice for a change,
an cffort was made to put an oppressive
tax on him. Let us consider the fate of
our rural population. The farmer has just
come out of two famines in many parts
of the country and he is trying to recoup
his losses. The farmer’s income is still
lower than that of the corresponding class
in the urban areas. The parity of prices
has been unfair to the farmer for genera-
tions.  For the first time, the parity of
prices has shifted to the rural people.
Would it be fair then to try to squeeze
him the moment he has got a fair deal
for the first time in recent history ?

THE DEPUTY PRIME MINISTER
AND MINISTER OF FINANCE (SHRI
MORARIJI DESAI) : Where is he being
squeezed ?

SHRI M. R. MASANI: The urban
people have denied him a fair price for
his produce and he is forced to pay the
blackmarket price for fertilizer, for iron
and steel and so on even today. I am
glad the Finance Minister has asked this
question. I will answer him. In the
United States the farmer pays Rs. 2,576
per tonne for DDT as a pesticide, What
is the Indian farmer paying for his DDT ?
It is Rs. 4,500 per tonne. It he pot being
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squeezed ? Why is it that the urban popu-
lation, why is it that industry is allowed
to squecze him to that cxtent? In fact,
even today the price of rice has gone up
only proportionately to the price of indus-
trial products. Till last year it was still
lagging behind the rise in industrial prices.
I will give the figures, The general index
of prices at the close of March 1967 was
194 with 1952-53 price as 100. The price
of ricc lagged behind at 176. Therefore,
last year the rice grower—I am not talking
of wheat—was getting less for his tonne
of rice than what he was getting in
1952-53. These are government figures and
not my own,

The point I am making is that Agricul-
ture is the key to our prosperity and our
future. For twenty years we have neg-
lected it because of an obsession for heavy
industry imported from the Soviet Union.
The importance of agriculture cannot be
exaggerated. It is necessary, after twenty
years of forced industrialisation, that we
turn back to put our basic industry on its
foot, and that is agriculture. Even today
it is neglected. Look at the figures of
expenditure on industry and on agricul-
ture now. In the Third Plan, which
cveryone agreed neglected agriculture,
agriculture got 20.4 per cent of the total
outlay, while industry got 20.09 per cent.
In other words, in the Third Plan they
were running neck to neck, but the differ-
cnce was that while 70 per cent of the
people were working in agriculture, only
a small minority were working in indus-
try. That was the social justice given to
farmers. What is the position today ? In
1967-68 it is 23.3 per cent for agriculture
and 23.16 per cent for industry, still run-
ning neck to neck. One would have
thought that agriculture should have been
given at least twice as much as for indus-
try. That is what it should be, and that
is why I say it is a bad budget which does
gross social injustice to the poorest people
in our country.

Now the farmer is asked to go into the
market with his surplus savings. But have
we done so far anything to create trust
or hope in the farmer ? Has the Govern-
ment gone to him with justice, has indus-
try gone to him, have the banks gone to

him? No. The farmer is the forgotten
factor. Now, suddenly, if you ask the far-
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mer to come and buy shares, he will not
do it. He must be got to the market by a
psychological process.

T would like to ask the Finance Minis-
ter this guestion. Does he think that the
agricultural policies of his Government are
such as to give the farmer hope and con-
fidence and make him shed his distrust and
pessimism ? I say that the present food
policies of the Union Government are re-
actionary and are inhibiting the farmer
from coming to the market. The price of
the produce is kept down by artificial zonal
barriers and even from district to district.
Sccondly, by forced levies and monopoly
procurement, ne is denied a fair price for
his produce.

Now, until these policies are
reversed, you cannot expect the farmer to
do anything. You cannot cxpect him not
to hold his grain and sell it where he can'
or cat it. In other words, we have an
agricultural policy which is bound to
defeat the hopes of Mr, Morarji Desai and
Mr. 1. G. Patel,

If they really want this dose of deficit
financing to be absorbed, then may I sug-
gest to the Finance Minister to use his
good offices to secure a change in the agri-
cultural policies which will make them
saner and more progressive. ? 1 suggest
four or five concrete measures to cope with
this gamble which he has taken and may
yet prove to be a success. If these sug-
gestions are carried out, I believe we
might gct away without a rise in prices.

First of all, abolish all zonal barriers

and other barriers and make India a
Common Market. The whole of Europe
has become a common market. But our

country is being divided into several
sovereign States. Secondly, abolish levies
and procurement measures and let Govern-
ment buy in the open market at prevailing
prices like anyone else. Let there be a
floor price, but no maximum price. Now,
I will be told “How will you feed the
people who are on rations ? How will you
feed the poor people in the towns and in the
countryside 7 I suggest a constructive
answer to that. I am not suggesting the
scrapping of rationing yet although, I
think the time is coming when that should
be done. What I suggest is a replacement
of the crude, out-of-date, system of ration-
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ing by a system of dual pricing by which
only the under-privileged people in the
cities and villages, that is, those who do
not have any land at all or those who do
not pay income-tax upto a cerlain figure,
will be given the ration at subsidised rates
in fair price shops. Let you and me, Sir,
not have the ration; let us go and buy in
the open market and pay a higher price.
Today, the result of rationing is artificially
to create a scarcity because, along with the
poor man who needs the ration, I and also
my wife will be tempted to buy the ration
because it is cheap! Drive us to the open
market to buy the grain at a higher price.
T would suggest that there should be a
dual pricing policy where the poor people
are piven the ration and the rest, 80 per
cent, those who have got some land and
those who pay income-tax, are left to them-
selves to buy from the open market in so
far as grain is concerned. If this happens,
1 suggest you will be able to stop the .im-
port of foodgrains. Your distribution
policy will be rationalised and it will be
such as to bring out the foodgrains in the
country. Mahatma Gandhi had said that
and his experiment was tried and it suc-
ceeded many years ago. I ask the Finance
Minister to pick up courage and follow
his own master whom he appears to have
forgotten in so far as these policies are
coacerned.

SHRI MORARJI DESAI: You have
forgotten him long ago.

SHRI M, R. MASANI :
faithful to him than you.

I suggest if these three or four measures
are carried out, it will no longer be neces-
sary to import foodgrains into the country.
1 think the import of foodgrains is a
scandal and a waste of money. It should
stop immediately, but it cannot stop if you
do not do these things.

Finally, T support the Finance Minister
in his effort to create a buffer stock. I
agree that there should be a buffer stock
for emergencies. But 1 have been trying
to wonder whether he is serious about a
buffer stock. He has provided for Rs. 140
crores expenditure for 3% million tonnes
for setting up a buffer stock. I would like
him to explain this figure because it is
beyond my intelligence. As far as I can
make out, buying 3% million tonnes

I am morc
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and putting them away would cost Rs. 180
crores, whether the foodgrains are imported
or indigenous. Where are the silos and
the storage facilities for 3% million tonnes ?
I am surprised to find that the amount
allocated for storage facilities is Rs. 2
crores. Now, I would like to suggest to
the Finance Minister to investigate this
before he replies to the debate. I am told
that all these storage facilities will require,
according to the figures of the F.A.O.
adapted to our needs, Rs. 200 crores to
create storage facilities in a modern way.
If that is so, it means one of two things,
that cither the expenditure sanctioned is
ridiculous or there is no serious intention
of setting up a buffer stock of 33 million
tonnes. T would like the Finance Minis-
ter to elucidate this.

This leads me to put a few questions to
the Finance Minister which I would like
him to answer. If the next Monsoon turns
out to be unfavourable, whet will be the
consequences of his gamble ? Will not
the Rupee collapse with a vengeance ? Will
not our people lose all faith not only in
the Rupee but in the whole economic pro-
cess ?  Will not Industry, which is today
jubilant, face an erosion of its profits
through the increased cost of raw
materials and the increased Dearness
Allowances caused by the rising cost of
living ? Will not the knowledge that deficit
finance is going to raise prices be a spur
to increased speculation and turn money
away from investment to speculation ?
Fourthly, how will he face the State Gov-
ernments, to whom he is preaching the
virtues which T am preaching to him, when
he is not practising them on himself. Is
the country not being taken along a path
which would face us with another Devalua-
tion such as the one we went through only
two years ago? I think these are ques-
tions which are worth .pondering over by
my hon, friend.

There must be some reason why a man
of principle like my hon, friend, who is
undoubtedly trying his best, has been
driven to this reckless and irresponsible
path, The answer is that when you ride
a tiger, it is very hard to dismount it}
My hon. friend is riding the tiger of the
old policies of twenty years which he is
unable to. change or discard. In other
words, the reason for this bad budget is



\ 2587 General Budget

political weakness at its roots, political
weakness of this Government, which is un-
able to teke harsh and realistic decisions
which may incur the wrath of this little

sure group or that little lobby. Mr.
QGeorge Woods, a great friend of this
country, vaid as much when he came to
UNCTAD a few weeks ago and I quote
one remark from out of his very important
speechh. He said :

“One of the serious liabilities of somc
poor countries is leadership that does
not lead.”. (Laughtcr)

1 do not want to join them in this laughter.
I think. if there is lack of leadership on
that side, there is lack of leadership on
this side also. Tt is lack of leadership on
the part of all the politicians in this coun-
try which is letting down this country.
While, of course, those who are in Gov-
emment are primarily responsible., I think
we should be honest enough to realise that
the faults that we see in them are, to some
extent, in us also. T will give two
examples. . .

SHRI HEM BARUA (Mangaldai): Mr.
Woods said that he did not have India in
his mind when he said this,

Shri M., R. MASANI: I happen to
know Mr. George Woods. He is an
extremely charming and polite gentleman
from whom such a remark can be expected.

I can give two examples of weak
leadership on the part of this Govern-
ment. On 22nd June, 1966, my collegue,
Prof. Ranga, and I went and called on the
Prime Minister at her invitation. She had
just devalued the rupee and wanted to
meet Opposition leaders to discuss the im-
plications. We were the only Opposition
leaders who went to sec her....

SHRI HEM BARUA :
Bombay,

Shri M. R. MASANI :
Bombay.

He came from

1 came from

We were the only Opposition leaders
who went to see her because all the other
opposition leaders felt annqyed that they
were faced with an accomplished fact and
they told her that she should stew in her
own juice. We are a chivalrous Party.
We could not leave a damsel in distress
without responding to her call..,,
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SHRI HEM BARUA : That is why you
came down from Bombay !

SHRI M. R. MASANI : Yes; I came all
the way from Bombay and Prof. Ranga
came all the way from Madras. . (Interrup-
tions). We took a lot of trouble not only
in coming but we even studied the subject
very hard and we gave her a note on the
22nd June, a copy of which [ have in my
hand.... A preat deal of expert thinking
and planning went into this note.. (Inter-
ruptions). We discussed it for an hour or
more with her and we tried to. educate her
on the implications of devaluation, We
suggested to her certain follow-up measures
which in our view were essential if deva-
luation was to succeed. 1 will not take
the time of the House. ... (Interruptions).
We discussed it for over an hour with her
and showed her the way. She promised
to consider these proposals. Onme of them
was that the export duties that had been
levied should be immediately reduced and
cut out. T am sorry to say that not onme
of thesc suggestions—eight suggestions
were therc—was given effect to by this
Government. Every one of the measures
that should have followed devaluation was
completely ignored. It is not very surpris-
ing that devaluation has failed in the hands
of a weak and miserable Government like
this. On the evc of this Budget, they
have taken one step out of those eight.
Belatedlys after two years of damage, they
have removed these silly cxport duties
which were levied and which completely
undid the benefits expected of devaluation.
All the remaining seven es are still
to be carried out. That was one example
of the wretched, weak, miserable leader-
ship which this country is suffering from.

The other was the payment of Dearness
Allowance last year. Last year the
Finance Minister, trying to carry out his
righteous policies, his correct policies,
refused to give dearness allowancc in cash
because it would be inflationary. He pro-
posed that out of Rs. 61 crores payable,
Rs. 31 crores should be set aside in the
Provident Funds scheme and Rs. 31 crores
should be paid in cash, but only after six
months in order to retard the inflationary
effect. But what happened ? He was overs
ruled by his colleagues, by his own party
and his own Government because they
were weak and they were frightened of
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facing small vocal elements. The result
was that Rs, 37 crores was paid across the
counter immediately and only Rs, 24 crores
were put in the Provident Fund. The
result was another spurt of inflation.

15 HRrs.

I come, therefore, to the conclusion that
this Budget is yet one more example and
one more testimony to the fact that this
Government has neither the courage nor
the capability to solve this country’s pro-
blems. They are not only weak in calibre
but they are also weak in strength, in the
support of the people. They got only 38
to 40 per cent of the popular vote in the
last general elections. 60 per cent voted
against them. They are frightened men
and women who know that the country is
not behind them. That is not the kind of
Government that can deliver the goods to-
day. What we need is a Government that
has the majority of the people, two-thirds
of the people at least behind it, which can
bodldly face small elements which seek
their own interests to the detriment of the
community.

Therefore, all 1 can say is that this
Budget is yet one more nail in the Con-
gress Government's coffin. The only fear
I have is that by the process of drift and
by this process of aggravating the economic
situation, they are imperilling our young
political democracy.

SHRI SHANTILAL SHAH (Bombay—
North-west): I rise to support this budget
and to congratulate the Finance Minister
on the proposals that he has put forward.
The budget has been framed under very
difficult circumstances and in an unusual
situation, and I am sure that the Finance
Minister has done his best.

I shull deal with some of Shri M, R.
Masani’s points. The first point that he
dealt with was about deficit financing. It
is true that last year the Finance Minister
had told us that there would be no more
deficit financing. A number of people
were afraid that rigid as he is he would
stick to his statement of no deficit financ-
ing and would not do anything else in that
direction. But now he has become flexible.
Is he to be blamed for being flexible or
is he to. be blamed for being rigid ?
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Deficit financing by itself is neither good
nor bad. It is a remedy which if well
utilised will certainly give energy to the
cconomy. If it is not properly utilised, then
it will do harm. In any economy when
productive resources are being built up,
it is bound to happen that for some years
in the beginning there will be inflation but
it must immediately be followed by pro-
duction of goods. Supposc you are build-
ing an irrigation reservoir or a dam. It
may take about four or five years to con-
struct it. During those four or five years
it will all be investment only, money going
into the pockets of the labourers or the
contractors or the workers which will add
to their power to buy but there will be no
corresponding goods immediately.  But
after four or five years, when incomes
begin to come, when the irrigation begins
to yield results or electricity produces
goods, then that deficit financing will have
a beneficial result. Therefore, to say that
deficit financing is always to be avoided is

as wrong as saying that the deficit
financing is good and it should be
resorted to. The correct criterion in this

context should be whether deficit financing
is productive. If it is non-productive, then
it will be wrong. 1f thc money is going
to be spent merely on administrative
expenses or merely on salaries which bring
no goods or services, then it might do
harm to the economy.

15.04 Hrs.

[SHRI C. K. BHATTACHARYYA in the Chair)

Therefore, if we resort to deficit financ-
ing where it will help production either
immediately or in the short run, I do not
see anything wrong in it. It is true that
our deficit financing has not been well
handled, It is no use, howcver, going over
the past, but let us sce what can be done.
I had a feeling, in fact, when I read the
Economic Survey and read some of the
speeches of the Finance Minister, it gave
an impression in my mind which I shared
with a few of my friends that the Finance
Minister was preparing our mind for a
deficit, en uncovered deficit, of about
Rs. 150 to 200 crores. Well, he has
brought it up to Rs. 300 crores. Now I
have a feeling......

SHRI HEM BARUA : Your feeling was
right.
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SHRI SHANTILAL SHAH : [ believe
he has certain ideas at the back of his
mipd which perhaps he has not
put in his budget speech because he
is not sure which way they will work out.
As 1 visualise some of those ideas, there
might be recoveries of tax arrears in the
coming year wnich might reduce the deficit
in thc budget. That can only happen
once. twice or thrice; it cannot happen
for ever. Secondly. he might also be
thinking that there will be better realisa-
tion of tax next year. With a good har-
vest and revived industrial activity, excise
duty and incomc¢ tax might being a much
better income than what he has put in
the budget. I believe he has something,
secret up his sleeve and if his hopes come
true. deficit financing may have to be
there.

A third possibility is that he undertake¢
economy measures which he has not been
to do up till now.

SHRI M. R. MASANI : Why not ?

SHR] SHANTILAL SHAH: It is a
valid question. I do believe there are
many arcas where thid is a possible. 1
am going to deal with them later. I agree
that economy is the greatest need of our
administration. We can create money,
but that does' not bring results. The posi-
tion of the Finance Minister is, if L may
say so, like that of a good housewife.
Within the means he has at his disposal,
he must give us the best food possible.

Now, it is truc that a good housewife
may go on borrowing. There is no mint
at her disposal. But if she goes on doing
it, ultimately the home will become bank-
rupt. In the same way, if the Finance
Minister does not economise and does not
ask us, as he has done, to live within
our means, we might some day come
into difficulty. T am however convinced
that serious attempts are made to avoid
deficit financing. As regards economy
measures, some might be taken; I am
going to refer to some hereafter.

Or if might quite prudent to allow even
a small amount of deficit financing. A
little dose of deficit financing is not always
wrong, docs not do any harm. My only
hope and expectation is that he does not
come forward after six months with a
supplementary budget of additional taxa-
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tion. That is one fear in my mind and
I hope that it will come true. If at all
he comes forward with a supplementary
budget, let it be a budget of hope and
not of taxes (Interruption). 1 am not
an expert adviser or trained economist. I
am speaking as a layman,

The first point concerning economy is
that to which Shri Masani referred—
defence expenditure. Nobody will grudge
any amount being spent on protecting the
country. That iy farthest from our mind.
Our defence forces must be strong, well
equipped and valorous. ...

SHRI HEM BARUA : Nobody will
grudge ? Pakistan does.

SHRI SHANTILAL SHAH: When 1
referred to ‘nobody’, I referred to ‘nobody’
in this country,

SHRI HEM BARUA : 1 thought he was
overlooking Peking Radio and Radio
Pakistan broadcasts.

SHRI SHANTILAL SHAH : I am not,
as I said, for weakening the defences of
the country. But I will give an instance
which Shri Masani also gave. When Mr.
MacNamara became US Secretary of
Defence, he abolished a large number of
garrisons. Factorics were examined, a
number of establishments were cut down.
The result was a saving in defence ex-
penditure without the least detriment to
the fire-power and military strength of
ithe country,

We do agrec that we ought to spend
cnough money to make our defences
strong. Yes. but what is ecnough and
whether our defence can be maintained
at the same strcngta with some economy
and some rctrenchment is a matter to be
considercd. If rationalisation is good in
industry, it is also so in defence. Therc-
fore, what 1 am suggesting is not that we
should economise on defence expenditure
in a way which will hurti our capacity
to defend, but certainly there are avenues
in which economy and rationalisation can
be affected. That 1s onc source where
something deserves to be donec. I will come
to the other economies later.

The second point Shri Masani referred
to was with reference to prices, It is true
that we are all consumers but at what
fevel shall we stabilise the prices. It is
very difficult to forecast and to judge what
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should be the optimum level of prices.
1 would suggest that with my little know-
ledge, if we can bring our economy back
to the prices which were prevalent two
years ago, that is to say, to a level
before tae two droughts and before the
two wars, that might be a good level at
which ' the prices should be stabilised.
How are they to be stabilised is a ques-
tion; it might require fiscal measures and
also monetary discipline. But the agri-
culturist should not be the only man to
suffer. If the prices are to be brought
down, as agricultural prices are now fall-
ing, then, the consequences will be dis-
astrous. The economy of any country,
may be industrial or agricultural, has its
base on agriculture. If agriculture is sound.
steady and prosperous, then our country
will be sound, steady and prosperous. If
agriculture is not so, then amount of in-
dustrialisation, any amount of factories,
is ot going to help, Therefore, the far-
mer becomes important,

Now, supposing we reduce the prices,
if the prices of agricultural commodities
are allowed to fall, what may happen ?
The farmer will either go from the
foodgrains to cash crops, or in the alter-
native, he may not put the necessary in-
puts, and not buy fertilisers, insecticides
and employ water for irrigation, and he
will economise within himself so that
something is lert to him, with the result
tuat the total agricultural production in
the country will suffer. Therefore, in try-
ing to bring down the prices. a sudden
fall in the prices would be as disastrous
as a sudden rise in the prices.

In. doing this, we have another econo-
mic aspect. As agricultural prices fall, as
they have been falling today. and they
have a tendency to fall, it must be borne
in mind that the agriculturist and the
landless labour are also consumers of the
goods, and if the agriculturist’s buying
capacity is reduced, who will buy the in-
dustrial goods ? Who will buy the cloth
and who will buy the transistor ? There-
fore, in order to see that the industrial ac-
tivity is kept at the optimum level, the
consumers also must have the funds and
the where withal to buy. At the same
time, supposing the agricultural prices were
pushed up very high, cloth will then be-
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come costly and other articles of con-
sumption will also become costly. It is
what may be called an economic scissors.
You are between the pricing policy and the
agricultural production, and agricultural
policy and industrial production. One cuts
against the other, and you will have to
find a balance between the two so that it
will lead to a stable economy in the rural
and urban area in the agricultural and
non-agricultural sector. It is a matter for

the economists. The economist has to
advise and the advice has to be followed.

My suggestion firstly is that agriculture
ought to be given protection, not in the
sense of giving subsidy, etc. But the far-
mer ought to get a fair return. If the
country is strong in agriculture, then the
rest will follow. Now, Mr. Masani has
asked how much of the agricultural pro-
duce will go into the market. Will it be
as much as the increase in the crop?
Normally, the farmer keeps in his home
one year’s consumption for food, whether
it is wheat or rice or any other grain.
The ordinary man in the village also
must conserve at least one year's stock for
consumption at home. For the last several
years, those stocks have been depleted.
The first effort of the farmer and the
small man in the village, taluk or town
would be to build up his own stock and
not to bring it to the market. I do not
expect that all the increase in production
will immediately come into the market.
But. at the same time, if it does not go
into the market, should we allow the
prices to rise beyond what they are today ?

Therefore, it is necessary that there
should be procurement, and it is necessary
that in future another scarcity should be
avoided. Tt is necessary to build up a
buffer-stock so that when prices are very
high. the buffer-stock can be released to
keep the prices in check. These are
matters for constant vigilance and con-
stant examination of the various factors
which affect the prices. And if this is
done. I am sure this deficit financing, of
which Mr. Masani has made a grievance,
will be a remedy for the good health of
the economy. and it will not do harm
which may happen if we are not able to
take care of this. T wish good luck to
our country rather than entertain the fears
which Mr, Masani has.
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Then 1 come to economies in adminis-
tration. 1 have referred to defence. I also
wish to refer to the public sector. Mr.
Masani referred to Hindustan Steel mak-
ing a loss. On the top of it, a few days
ago, they gave an advertisement in .the
newspapers which was totally misleading.
If anybody, who read it did not look at
it closely. he would have felt that the
Hindustan Steel was doing well.  They
have mixed up the figures for 3 or 4
years. 1f Hindustan Steel are not doing
well, is it not better to say so rather than
spend money and put in an obviously
misleading advertisement ? Jf an industry
is not doing well, they should say that
they will improve and not create an
fltlusion that tae industry is doing well,
when it is not.

Mr. Masani said, they do not make a
profit. 1 will point out another thing.
Government borrows, let us say, at 6 per
cent. The return from the public sector
is 3 to 4 per cent,

SHR1 M. R, MASANI : Half per cent.

SHR1 SHANTILAL SHAH : Even if it
makes no profit every year, there will be
loss, because the total investment does not
bring a return on the capital at the rate
at which Government has borrowed the
money. If it brings a return at the rate
at which we borrow, we shall break even.
If it does not, we will be incurring a
permanent loss. Sometning ought to be
done to bring these public sector under-
takings into a good financial shape.

1 come to publicity. I do not know
how many Members of Parliament read
all the papers they get. I got a lot of
things and even if I were to read all the
24 hours, I would not be able to read
all of them. I agree that Government
viewpoint should be explain to the public.
There are technical matters on which the
people ought to be educated, I agree. But
mere propaganda coming from Govern-
ment source does not carry conviction. I
would lay down a test. Suppose 5000
cepies of a magazine are being distributed.
At the end of tae year, please put in a
business reply card saying “If you wish
to continue picase return this card”, If
the reader is interested, he will send it to
you. If he is not interested, please cut
down the printing. This type of economy
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can be made in every department. If
there is a proper examination, economies
should be possible.

I will now refer to a point which has
been very much agitating the labour in
Bombay and Ahmedabad in Maharashtra
and Gujarat. That is with reference to
the textile industry,

SHRI K. N. PANDEY (Padraum) :
Kanpur also,

SHRI SHANTILAL SHAH: Yes. 1
thought Madras also deserves the same
consideration.  But I mentioned Gujarat
and Maharashtra because I have a little
closer knowledge about these two States.
It is true that some of those textile mills
were mismanaged. It is true in some caaes,
those in charge of the management did pot
husband their resources. But what s the
fault of the person employed ? It is po
use saying, this man has mismanaged,
therefore take away the managing agency;
or, he has committed defalcation and 80,
send him to jail. It is the employment,
continuous  production of goods and
income to Government through excise
which are matters of serious cupcern to
all of us,

It is quite possible that in the coming
year, the textile industry may have a
better time. There are two prospects for
it.  Firstly, the price of cotton, may fall
below the present level to the level which
1 said was good enough in 1965-66. It
is also possible that with the fall in the
consumer price index, DA may go down
and there may be a better margin to the
industry. But both these factors will take
at least 3 year to have any effect. I do
not think the textile industry in Gujarat
and Maharashtra has energy enough to last
one year. There are certainly some very
good units which will survive. But, as it
is, the distress today is very grea; and I
would suggest in all seriousness thst at
least a temporary relief for a year ought
to be given till they regain their strength
and are on their feet again.

1-find that a provision for Rs. 1} crores
has been made in the Budget for the pro-
posed Textile Corporation. Half of it 1
as equity share capital and the otber half
is put down as loan. Would it be possible
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to see that the whole of it becomes equity
capital, because if half is share capital
and aalf is loan the borrowing capacity
disappears and if the whole werc capital
then the borrowing capacity to that extent
will be increased. Rs, 14 crores for try-
ing to rebuild the textile industry is @
mere fleabite. Today in Bombay there i1s
a textile unit consisting of six different
units. They are making a loss of Ks,
1} crores per year. If it is to go on at
this rate the whole of the money set apart
will be swallowed by that single unit in
a single year, Therefore, that is no remedy.
For the time being it is all right. If a
person is sick. let us help him till he re-
gains his health.

Let us consider what they did in other
countries. In the United Kingdom, when
they found that their colonies wero be-
coming independent or were about to be-
come independent and they would be
Josing their market in textiles, they re-
organised the whole textile industry in
Manchester and Lancashire. At one time
they used to export to India dhoties and
sarees. Now they do not manufacture
grey, they do not manufacture dhoties and
sarees. The whole industry has been so
re-organised that they today import grey,
do dyeing, bleaching, finishing. sanforizing
and other processes and then cxport their
finished goods.

What is happening in tacsc areas?
Textile mills are coming up in almost
every State in the country. Textile mills
are coming up also in Africa which was
a traditional market for our textile goods.
I do not know how long we will be
able to compete with Pakistan, with Hong
Kong and China in exporting our goods
to those countrics.  The result would be
thay the textile industry if it is not able
to compete will go into ruins. I am
suggesting something like what was done
in the United Kingdom. There the in-
dustry, labour and government all com-
bined in the reorganisation of the whole
industry. A number of persons were
thrown out. but the Government and the
trade unions looked to it that they were
re-trained and put into the same industry
in some other process or in other industry
where re-training was easy and could be
done within a short time. [ am of the
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view that the textile industry particularly
in the mofussil areas will not be able to
stand the strain of the present economy.
Most of the mills began as ginning fac-
tories built up by personsy dealing in
cotton. Tnose ginning factories became
spinning mills and those spinning mills be-
came weaving mills, All that continued
till it was profitable. But that machinery
has not been renovated. It does not re-
quire any expert knowledge, if an ordinary
man enters a textile mill he can say that
a particular mill is sick and it is beyond
redemption. In such cases the only possi-
ble solution is to scrap that mill and
build another if you want to give employ-
ment. But to say that all the sick mills
can be put into health merely by giving
money through a corporation is a remedy
whica may for some time be good......

" SHRI MORARJI DESAI: That is not
the idea,

SHRI SHANTILAL SHAH : I hope it
is not so.

SHRI MORARJI DESAI :

SHRI SHANTILAL SHAH:
accept it,

It is not.
I will

Now I will come to some part of the
budget which 1 consider a bitter pill to
swallow, Having heard the budget and
having read the reports accompanying it,
1 have come to the conclusion that the
pill. though bitter, ought to be swallowed.
I am not referring to cooclates. I am
specially referring to the postal rates. As
1 said, T have come to the conclusion that
tiis bitter pill ought to be swallowed. But
what [ am saying is that the pill may be
made small that it may dissolve easily; it
must not be so long in the mouth that the
bitterness will last too long. '

Here I make two suggestions. The
Tyagi Committee has said that a large
number of post offices which are making
losses have been continued and are likety
to be continued for ten years. Now, why
should an undertaking which runs on com-
mercial lines continue a post office which
is running at a loss for ten years? The
Tyagi Committee has stated, in two
or three years one is able to judge whether
a particular post office is going to make
its way or mot. If it is not going to make
its way, then the village teacher can be
entrusted with the running of taat post
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office. He will be only too happy to get
a little more remuneration, the villagers
will be happy that the post office continues
and the undertaking will not lose heavily
on that post office.

The post office is being treated as if it
is a charitable social service organisation.
There are business and industrial organisa-
tions which ought to run on profit. Then,
there is public charity on which you spend
but do not hope to earn a profit. Then,
there is public utility where you may not
make a profit, but you cannot afford to
make a loss for a long time. In such cir-
sumstances, what is to be done ? A public
utility may not make a profit, but as the
Committee has stated, if the postcards had
to be subsidised by 40 per cent, newspapers
ought to be subsidised to a lesser degree,
who pays for all this? Either the con-
sumer of the postal scrvices pays or the
general taxpayer pays. In these circum-
stances, what I would suggest is this. I
understand that the actual cost of the post-
card will be about 8 paise and with the
cost of transport it comes to 10.73, as
mentioned in the report. Since then it must
have become 11.73. So, even then there is
a loss. But at least the cost of manufac-
ture of the postcard ought to be recovered.
There is no reason for subsidising beyond
that level. Therefore 1 have said that the
pill though bitter ought to be swallowed.

Even then the price of the postcard in
India will be cheaper than the price of the
postcard in many other countries. In An-
nexure III of the report there is a very in-
teresting document which gives comparative
prices of the postcard in other countries.
1 do not want to read the whole of it but
one thing which strikes me forcibly is the
price of postcard in USSR. It has been
stated there that the postcard in USSR
costs 10 kopeks. In the margin it is men-
tioned that it is equal to 83 paise. If we.
therefore, raise our price to 8 paisc, even
then we shall be paying only one-tenth of
what they are paying. Assuming that the
Russians are len times richer than us, even
then we are charging less. I hope our Com-
munist friends, who plead for the poor men
will read this part....(Interruptions). 1
do not wish to ecater into a political argu-
ment. Whatever is Russian, in their eyes
it is glamorous. They are so dazzled by
the glamour that they lose their sense of
perspective,
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Take the case of newspapers. In India
the newspapers arc charged 2 paise as post-
age. In Russia it is 1.2 kopeks or 10
paise. Last year there was a proposal to
increase it to S paise. When there was op-
position, it was dropped. This year the
same proposal has been brought in. I can
speak with some knowledge of the news-
papers. The 8-page newspapers which are
published in the cities do not depend very
much on the post office. They have a city
edition and their mofussil edition is despa-
tched by rail or plane. The Times of
India or the Hindustan Times do not care
very much for the postal services. It is
the newspaper in the district town which
has to send its paper by post. Take Kutch
for example. Except for a small stretch of
railways, there is no means of communica-
tion except the post officc. So, they have
to send newspapers only by post. What I
would suggest is that the ratc for 8-page
newspapers may be raised from 2 to 3
paise, but for newspapers of less than 8
pages, newspapers of only 4 pages or 6
pages a lesser rate may be charged so that
the small newspapers which are circulating
in the districts will not be affected adversely
by this measure.

There is one more suggestion that 1 want
to make and that is about local postal rates.
I understand that the post-office levies are
not based on the distance. The distance
from here to Mathura may be less and
from here to Amritsar may be more. But
the postcard is carried at the same price.
What is the justification then if the postcard
is carried from Bombay to Bombay at a
lower rate ? Why should it be charged at
a lower rate ? Either take a radical view
that we will charge according to the distance
or take the view that, irrespective of the
distance, the same charge will be levied on
everybody. There is no point in saying that
within the city, a lesser charge, and outside
the city, a bigger charge.

SHRI MORARIJI DESAJ : Not now.

SHRI SHANTILAL. SHAH: 1If I am
wrong, I am very sorry.

My suggestion. thercfore, is that there is
no reason why a public utility service
should run into a loss. ] wish to assure
the Minister-incharge of Communications
that as far as 1 and my constitueats are
concerned, we can say, this canoot go on

making a loss. The post-offices must put
their finances right. My only suggestion iy
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that people should have a pill a little smal-
ler, bitter it may be, so that they can swal-
low it more easily.

This is all I have got to submit on the
Budget.

SHRI C. CHITTYBABU (Chingleput) :
Mr. Chairman, Sir, at the outset I am very
sorry to say that the Honourable Minister
of Finance has placed a deficit budget for
315 crores of rupees for the year 68-69.
The Hon’ble Minister has not even left the
small children from the tax by way of
taxation to confectioneries.

I do not know when Mr. Morarji and
Dr. Ram Subagh Singh wrote in postcard
last, that too at their own expense. Im-
mediately on assuming office Dr. Ram
Subagh said that he would reduce the rate
of post card from 6 paise to § paise. His
promise is not fulfilled by Mr. Morarji
in this budget.

The Finance Minister expects to raise
about 60 crores of rupees by way of taxa-
tion. 1 do not know how he is going to
meet the balance. He may have to mint
more money from Nasik as he had done
before. This will have an advcrse effect on
the budget of the State governmeats. Great
damage to the state budgets will be caused
by minting more currency. In this con-
nection I wish to inform the House that the
Chief Minister of Madras, Arignar Anna
had presented @ Surplus budget thus satisfy-
ing the assurances made by him at the time
of elections and also controlling the price
level in our state. For the information of
the Finance Minister I wish to state that
most of the Southern states have placed by
only surplus Budgets. The Budget present-
ed by Mr. Morarji will ruin the State Bud-
gets. It is virtual sabotage of the State
budgets. Further Mr. Morarji with his
hold on the Reserve Bank of India iy
throttling the State Govts, by not allowing
overdrafts from the Reserve Bank to the
State Govts. Fortunately for him and un-
fortunately for others Mr. Morarji is in
possession of the Nasik press. Incidentally
I may state that the State Govt. of Madras
is pot contemplating any request for over-
draft from the Reserve Bank.

A country’s economy is either based on
Agriculture or industry or both. We have
been miserably failing in Agricultural pro-
duction.  Still we need the PL 480 assis-
tance. We are importing foodgrains from
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USA. May be, in the near future we mhay
import Chappathis, Mr. Morarji's claim
that there would be bufferstocks carries no
conviction, Again in the industrial field
it is yet another case of miserable failure.
Hcre we have the peculiar situation of
having had three 5 year plans and the
Govt. faced with unemployed Engincers.
The causec for these ills can be directly
traced to the faulty planning. The plans
have been made for 5 year terms. It
becomes too late before the Governrent
could correct the faults in the planning.
What is the sanctity about 5 year terms ?
Why not we have 2 year plans. This will
have some positive advantage. We may
be able to formulate the subsequent plan
in the light of the results achieved in the
previous 2 year plans. The Government
may if need be think of having General
elections once in 6 years, so that three 2
year plans are complcted between one
General election and the other. The State
Govts, should be given more powers to
implement the plans, For achieving some
positive results even in the 2 year plans
the State Govts. should be given more
powers. There should be considerable de-
centralisation of powers from the centre,
to States. The States have in fact. been
demanding for increascd powers.
Now-a-days we hear a lot of talk of
National integration. The Finance Minis-
ter being a senior person in Govt. is aware
that there is considerable regional imbal-
ance in the location of industries. Giant
industries are located in the North and
as a result employment potential and the
standard of living in these areas have
increased. Why should not government
think of spreading industries throughout
the country ? Instead of feeding a white
elephant like Bokaro in North the Govt.
should establish  steel plants in Salem,
Vizag and Hosur, in South. This will
greatly satisfy the people of South. For
this there should be a give and take policy.
Recently the Chief Minister of Madras
requested the Central Govt, for setting up
a factory for manufacturing clectronic
equipments involving a capital outlay of
10 crores and which will provide employ-
ment for 3500 skilled workers. Secondly
for the location of heavy plates and ves-
sels project in the State with the Ruma-
nian collaboration, thirdly the second unit
of Indian Telephone Industries. These
things should be done to enable the State
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to solve the unemployment problem and
improve the economy of Tamilnad and
also the whole of India.

The Finance Minister is aware that all
the state Govts. owe considerable money
to Central Govt. towards the loan, and
this heavy burden is causing considerable
strain on the economy of the States. I
would request the Finance Minister to
write off the loans given to State Govts.
for the past ten years or at least five years.
But I am not hopeful whether Morarji
known for his adamancy will show eny
clemency. He had even bluntly turned
down the request of the Chief Minister
of Madras for a morotorium oa the loan, in
view of the heavy committment of the
Tamilnad Govt. due to the one rupee a
roeasure programme. Today on the floor
of the House T assure the Finance Minis-
ter that if he would give Madras Govt.
Rs, 10 crores as subsidy for agricultural
purposes, the Govt. of Madras would ful-
fil the maximum demand of our neighb-
ours,

The Finance Minister who believes in
cxtracting every paisa from every source
should also sec that whatever his ministry
owes is also paid promptly. Huge amounts
as service charges to the Madras Corpora-
tion are due by the Central Govt. Though
such dues have been paid to the Bombay
and Calcutta corporations, the Corporation
of Madras is yet to be paid. During my
Mayoralty I came to Delhi and could get
just 2 lakhs as first payment in 1965. The
cntire corporation of Madras is greatly
apitated due to the non receipt of the
amount from 1954 to 1967, even though
several requests were made.

Sir, Mr. Morarji and Gold, they say, go
together. But his Budget specch is silent
about the all destructive gold control. The
Gold control has brought untold misery
and suffering to hundreds and thousands
of Goldsmiths in this country. There is
much harassment by the officials and the
soldsmiths’ life has become miserable. 1
request the Finance Minister to go into the
working of the Gold Control from the
human angle and not from Morarji angle.

Handloom industry is one of the major
vocations of the South. The export of
handloom cloth has been greatly affected
by the taxation policy of the Centre in the
past. There is a heavy fall in the exports
L12LSS/68 -8
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and consequently the weavers are in a
sorry plight. The bleeding Madras was
exported in good quantitiecs USA. Now
due to the fall in export of “bleeding
Madras™ the weavers are shedding tears of
blood. Govt. should think of giving ex-
port incentives to individual weavers and
also to co-operatives. The Union Govt.
should see hat a world market is created
for Handloom products.

Before oconcluding I would like to add
a few words about my constituency. The
Kalpakkam atomic power station has not
been provided with adequate funds. The
progress is very slow, and only resideatial
accommodation is going up. The Engi-
neers are doing clerical work. There is
no sign of any machinery or anything
connected with the station, other than liv-

ing quarters. The work turned out is
disproportionately small when compared
to the large establishment. Therefore,

there is a clear need for a parliamentary
committce to go into the work of the
power station proper. The annual pro-
vision of funds is also quite inadequate
and it should be raised suitably. There
should also be provision for laying a rail-
way line from Chingleput to Kalpakkam
via Madras. This is quite necessary for
the Atomic Power Station. Instead of the
provision for the siding at Chingleput, a
regular line may be provided to Kalpak-
kam Atomic Power Station,

1 can take pride in having four major
tourist centres in my constituency. They
are Mahabalipuram, Vedanthangal, the
famous Kancheepuram and lastly -the town
of eagle worship, Tirkkalikundram.
Mahabalipuram with its remarkable pal-
lava architecture is as famous as Ajanta,
if not more. It has always attarocted tou-
rists of the world. So also Tirukalikun-
dram which is on the way from Madras to
Mahabali-puram. Unfortunately in spite
of heavy traffic these points are not con-
nected by rail. It is upto the Tourist
Ministry to put its weight for the establish-
ment of a circular railway from Chingle-
put - Tirukalikundram - Mahabalipuram-
Tiropporur - Keclambakkam - Tambaram.
Again, the Pallava temple and the inimit-
able architecturc with a great historical
back round could well provide for a Saund
and Light show as is done in Dclhi at the
Red Fort. Such a show will attract more
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tourists, and the Finance Minister can
hope to have a sizable increase in the
foreign exchange due to the increased flow
of foreign visitors,

Kancheepuram silk saris, as the Prime
Minister may be aware, are famous
throughout the world. The Union Gov-
ernment which earns foreign exchange by
the export of these saris does nothing to
help this industry. The silk-sari-weaving
industry in Kancheepuram needs active
help from the Centre. The Union Gov-
ernment should establish a zari industry in
Kancheepuram, to enable the silk-weavers
to get zari easily and cheaply. At present
they have to go to far off places for the
purchase of zari for the silk-sari-weaving.

In my constituency there is a big river
called the Palar. Literally it mcans the
river of milk. But it is neither full of
milk nor full even of water. It is a river
of sand. Thig is due to the fact that the
waters of the Cauveri are withheld by
Mysore. Foreign experts who have ex-
plored the bed of the river Palar have
stated that there is a very large quantity
of water down below the bed of the river.
1 request that the Union Government
should formulate a scheme for the utilisa-
tion of this water for agricultural purposes.
The underground water is stated to flow
into the sea without serving any useful pur-
pose. This matter was brought to the
notice of Dr. K. L. Rao personally by me,
and 1 hope the eminent engincer-cum-
Minister will look into this immediately
and formulate a scheme in this regard.
This scheme would greatly benefit the
people of Chingleput and North Arcot
districts.

Today, we hear, day in and day out, of
many disputes in our country. Some of
these can be traced rightly to our Con-
stitution. Our  Constitution has been
amended many times, sometimes to suit
the nced of the pcople and many times
to suit the needs of Government. In spite
of so many amendments there are many
controversies which could not be solved.
‘We have controversies, for instance, on the
powers of the Speakers, on the powers of
the Governors and the President. 1 feel
that the urgent need of the hour is to go
into the working of our Constitution with
a hiph-powered committee of eminent men
who could suggest suitable modifications
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and amendments to the Constitution. The
country’s administration is passing into the
bhands of the younger generation and we
need a dynamic Constitution 1o suit the
changing pattern of the federal set-up.

Before I conclude, I would once again
request the Finance Minister to recon-
sider the tax structure and the burdem on
the commoa man,

oft Wit ATq QR (q=A4T) ¢
qumfs wEea, § ewwa g f& A=
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15.56 Hrs.
[MR. DEPUTY SPEAKER in the Chair].
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MR. DEPUTY-SPEAKER: The bhon.
Member may resume his speech on Mon-
day. We have to take Private Members’
Business now.



