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by side that whoever wants to exer-

cise that liberty must satisfy himself 
also to some extent at least. I have 
requested for this simple procedure 
that some effort must be made to find 
out the facts. That is all that I have 
said. 

RE:CONFERENCE OF AFRO-
ASIAN NATIONS 

Shri ThirumaIa Rao (Kakinada): 
May I make a submission? 

Mr. Speaker: That is finished. 

Shri Thirwnala Rao: Not with re-
gard to that. Shri Swaran Singh has 
just now returned from a conference 
()f Afro-Asian nations that met in 
.Jakarta. We have heard something 
about his activities there. If, with 
your permission, he can ..... . 

Mr. Speaker: I cannot ask him in 
this manner, suddenly. 

12.19 hrs. 

APPROPRIATION· (NO.2) BILL 

Shri T. T. Krishnamachari: Sir, I 
beg to move for leave to introduce a 
Bill to authorise payment and appro-
priation of certain sums from and out 
of the Consolidated Fund of India 
for the services of the financial year 
1964-65. 

Mr. Speaker: The question is: 

''That leaVe be granted to intro-
duce a Bill to authorise-payment 
and appropriation of certain sums 
from and out of the Consolidated 
Fund. of India for the services of 
the financial year 1964-65." 

The motion was adopted. 
Shrl T. T. Krishnamacharl: Sir, I 

introducet the Bill. 

·Published in the Gazette of India, 
1'7-4-1964. 
tIntroduced with the recommendatlon 

:tMoved with the recommendation of 

12.20 hrs. 
FINANCE BILL 

Shri T. T. Krislmamachari: Sir, I 
bsg to move::!: 

"That the Bill to give effect to 
the financial Proposals of the cen-
tral Government for the financial 
year 1964-65 be taken into consi-
deration." 

Shrall I move the other Bill also so 
that decussion might be on both? 

Mr. Speaker: Only this one, that is 
Finance Bill. 

Shri T. T. Krishnamachari: All right. 

Sir, it is now more than six weeks 
since the Finance Bill was presented 
to the House along with the Budget 
for 1964-65. Government's policies as 
reflected in these proposals have been 
very fully discussed in both Houses 
of Parliament. In my replies to the 
general debate, I had explained the 
broad economic and social objectives 
Of the tax proposals. Elucidations of 
the detailed implications of these pro-
posals have also been furnished to hon. 
Members. I would, in particular, 
draw attention to the document 
"Rationale of the tax proposals" cir-
culated a few days ago which relateS 
to the basic economic objectives with 
the specific tax measures in the Fin-
ance Bill. It is not, therefore, neces-
sary for me now to go again into the 
economic basis of the budget. 

The tax proposals have evoked a 
considerable amount of active and 
well-informed interest and perhaps 
also active resistance among certain 
sections not only in this House but 
also outside, in the press and among 
the public at large. Some of the in-
terests concerned have made specific 
representations to t:}overnment. This 
wide discussion that has taken place 
has been very useful and has helped 
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Us to formulate c~ tain amendments 
to streamline the proposals in the Fin-
ance Bill to give a measure of relief 
where it was deserving and to re-
mOVe some unintended hardships and 
anomalies. The official amendments 
that have been tabled are as a result 
of this process. I place them before 
the House in the hope that the pro-
visions of the Finance Bill, as modified 
by these amendments, will serve to 
implement more effectively the basic 
objectives of the Budget, namely, 
growth with social justice, and I shall 
confine my remarks, in the main, to 
explaining how the amendments pro-
posed fit into the overall rationale of 
the provisions in the Finance Bill. 

Sir, at the time of introducing the 
Budget, I gave some thought whether 
it was necessary for me to introduce 
the Finance Bill as it related to direct 
taxes at the same time and whether I 
should not follow the practice followed 
in the United Kingdom of introducing 
a Bill later on after outlining the 
prOVISIons. Finally, I stuck to the 
convention but in the light of my eX-
perience this year, I do hope-if I 
am Finance Minister next year-to be 
able to make the departure, namely, to 
announce the proposals first and bring 
in the Bill later so that the Bill 
wilJ not be subject to minor amend-
ments such as this Bill has been sub-
jected to. 

The new structure, of 'personal taxa-
tion in the Finance Bill is a consider-
ably simplified one. The main changes 
introduced in this year's budget aim 
at a simplification of the rate structure 
of income-tax and super-tax" relieving 
persons in the lower and small income 
grouPs from the burden of compulsory 
deposits, moderating and readjusting 
the incidence of tax consistently with 
the interests of revenue and introduc-
ing the advantage of tax sav1ngs In 
mobilising greater private savings In 

'the middle and higher income groups. 
Over-lapping surcharges in Income-tax 
and super-tax have been abolished 
and replaced by a single surcharge for 
purposes of the Union. This sur-
charge operates in respect of unearned 
income only when such income ex-
ceeds Rs. 10,000 and in regard to 
earned income when such income is 
over Rs. 1 lakh. In carrying out these 
changes in the structure of personal 
taxation, a somewhat higher incidence 
Of tax might have arisen at some in-
come levels when compared with the 
incidence of net tax for 1963-64 ex-
clusive of the element of compulsory 
deposit, This has been criticised in 
the House and outside and I have 
been considering whether some conces-
sion could be given to lower income 
groups in the income range upto 
Rs. 20,000, In the nature of .things, no 
large concession is possible but it is 
now proposed that the initial tax-free 
slab of income for this group should 
be raised from Rs. 3000 to Rs. 3200 
in the case of a married individual 
with no child or a Hindu undivided 
family with no minor eo-parcener; 
from Rs. 3300 to Rs. 3600 for an in-
vidual with one child or a Hindu un-
divided family with one minor co-
parcener and from Rs 3600 to Rs. 
4000 for a married individual with 
more than one child or a Hindu un-
divided family with more than one 
minor coparcener. The efrect of 
these changes on married indivi-
duals with more than one child 
which is the most important 
category of assesses, will be to lower 
the tax payable on earned as well as 
unearned Income as compared to 
1963-64 rates excluding the compul-
sory deposit at all levels Of income un-
to about Rs. 8500. On incomes above 
this level also, there will be a reduc-
tion except at a 'few points where the 
tax payable now will be slightly h;e:-
her but in no case exceeding one-fifth 
of one per cent of the total income. 
These concessions will provide a rr1E'a-
'mTe of :turt.herrellef to these tn~ 
CI'OIlJII. 
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The Annuity Deposit Scheme, in the 
new scheme of taxation, is an impor-
tant instrument for mobilising private 
savings and to counter inflationary 
trends. The provisions relating to this 
scheme have already been fully ex-
plained and I need not go into them 
again. I would, therefore, confine 
myself to the changes that are propos-
ed to be made'. I had already indicat-
ed in my reply to the general discus-
sion in the' Lok Sabha that the de-
posit is proposed to be made optional 
in the case of persons who are more 
than 70 years of age. Such persons, 
under the amendment proposed, may 
exercise the option not to make the 
deposit in the first year of assessment 
in which they are liable to make a de-
posit. Any such option, once exer-
cised will be final and will not carry 
with'it any extra tax liability. It has 
been suggested that the Annuity De-
posit Scheme .should be made optional 
for other9 also. In the case of others, 
there will be an option not to make 
the deposit but the exercise of such 
an option will, naturally, have to be 
made unattractive if the basic objec-
tive of mobilising private savings is 
not to be defeated. In such cases, 
therefore, an additional amount of in-
come tax of 50 per cent of the dif'ter-
ence between the Annuity Deposit 
amount and the extra tax payable 
when the deposit amount is not de7 
ducted from the assessees income, is 
proposed, to be imposed. 

Two other changes have also been 
proposed in regard to the ' Annuity 
Deposit Scheme. It is proposed that 
income Of the nature of capital gains 
Or of compensation received for loss 
of employment etc., will not be taken 
into account in calculating the amount 
of Annuity Deposit since such Income 
cannot be classified as part of regUlar 
earnings and is already taxed at con-
cessional rates under the Income-
Tax Act, The other change proposed 
is to allow playwrights, authors, 
artists, musicians or actors to make ilh 
additional deposit of 25 per cent of 

their income instead of 15 per cent 
provided in the Finance Bill. There 
has been a request from some of the 
associations of artists that the limit 
may be increased. I am glad that 
artists are interested in voluntarily 
availing themselves of the benefits of 
the Annuity Deposit Scheme and the 
raising of the limit will be an en-
couragement for them to do so. 

As part of the same objective of en-
couragement to private savings, the 
rate of deduction of income-tax and 
surcharge at source from interest on, 
securities in the case of resident asses-
sees is proposed to be fixed at 20 per 
cent as in respect of dividends instead 
of 29 and odd per cent as it is today. 
This will ensure similar facilities for 
investment in Government securities 
as in shares of joint-stock compames. 

One other change that is proposed 
in personal taxation is to exempt stip_ 
ends or remunerations received by 
foreign students and professors from 
foreign Governments or institutions 
for carrying on research work in IndIa 
under an approved programme. TItl. 
exemption will be available for a 
period of two years for each such In-
dividual. 

I now turn to the proposals relating 
to corporate taxation. The basic ob-
jectives in the Finance Bill in the-
matter of company taxation are to pro-
Vide general incentives for stimulat-
ing investment, specific incentives for 
priority industries, and while encour-
aging growth to induce diversification 
of ownership in industry. The general 
Incentives provided for the generation 
of greater savings In the corporate 
'sector are mainly the replacement of 
the suoerproflts tax by the COmoanles 
(Profits) Surtax, which will hav.. II 

generally lower and more equitable 
Incidence, and the exemption Of inter_ 
corporate dividends from supertax. 

In addition, the development rebate 
Incentive is fIl'oposed to be extpnd"d 
to second-hand plant' and machinel'Y' 
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newly imported from abroad. In the 
budget speech I had referred to the 
need for a fuller utiiisation of capa-
dty that exists in Indian industry. 
And as a specific incentive fOr secur-
ing, this, it is proposed to revive the 
additional depreciation allowance for 

.a third-shift worki1l2 of plant and 
machinery at 50 per cent of the normal 
rate of depreciation. Thi3 conce3sion 
was in force from 1949-50 to 1954-55, 
.and would be given effect to by an 
amendment of the Income-tax Rules 
which will take effect from the ass-
ssment year 1964-65. 

It is necessary that the savings 
generated in the corporate sector 
should be increasingly utilised for in-

·dustrial investment and growth. This 
ls the primary object of the extra 
amount of tax on companies on the 
dividend distributed by them on their 
.equity capital. The exemption to 
certain cate20ries of companies from 
the requirement of compulsory distri-
bution of dividends also proceeds 
from a similar rationale. This ex-
emption' is now proposed to be exten-
-<led to such companies as are mainly. 
although not wholly, engaged in 
manufacturing or proce3sing of goods 
.or in mining or in the generation and 
distribution of electricity. It is also 

proposed to extend this exemption to 
Indian companies the book-value of 

'whose machinery or plant used for 
the purpose of their business, exclu-
sive of office appliances and road 
transport vehicles, amounts to or ex-

.ceeds Rs. 50 lakhs. This will benefit 
Indian companies which may not be 
.engaged in manufacturing industries 
but in engineering and other construc-
tional activities or in other services 
and are capital intensive and will 
enable them to build up sufficient re-
sources for expansion. The next 
change I propose is to remove a 
specific anomaly. At present. a ·com-
pany in which not less than 40 per 
cent of the shares are held by the 
.GGvernment is treated as a .company 

in which the public are substantiallY 
interested. This condition is however 
not satisfied by the Industrial 
Finance Corporation or a few State 
Finance Corporations, as the Reserve 
Bank of India and not the Govern-
ment holds a substantial block of their 
share. The result is that these finan-
cial corporations are, for the purpose 
of the Income-tax Act, as it now 
stands; treated as companies in which 
the public are not substantially in-
terested. It is patently incongruous 
that such corporations should be 
equated with closely held private limi-
ted companies in the matter of tax 
treatment. In order to remove this 
anomaly, it is proposed to amend the 
relevant provisions in the Income-tax 
Act. 1961, so as to !Jrovide that a 
company in which the n ~t or 
the Reserve Bank of India or a cor-
poration owned by the Reserve Bank 
singly or taken together hold at 
least 40 per cent of the shares, will 
be treated as a company in which the 
public are substantially interested. 
This will free such companies from the 
higher rate of taxation applicable to 
companies in which the public are 
not substantiaJly intere3ted as also 
from the requirement of compulsory 
distribution of dividend. 

Under the pTop03ed scheme of 
taxation, companies in which the pub-
lic are not substantially interested 
bear a heavier tax burden, as they 
are closely held by a few controlling 
interests. The Finance Bill has a pro-
vision to increase the supertax on such 
companies from 25 per cent to 35 
per cent. This measure is n c ~a  

if the present devices of preventing 
abuses in closely held corporation like 
obligatoTy distribution of profits 
dividends are to be varied. By the 
same reasoning, it is necessary to en-
courage small companies formed by 
entTepreneurs of the small or middle 
income groups. In this behalf, I 
have given notice of an amendment 
providing that, in the case ()f com-
panies in which the public are bot 
~ tantia  interested and which 
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are wholly or mainly engaged in 
manufacturing or processing of goods 
or in mining or in the generation 
and distribution of electricity and 
whose total income does not exceed 
Rs. 2 lakhs, the overall rate of tax on 
the first Rs. 1 lakh of the total income 
is proposed to be fixed at 50 per cent 
as against the normal overall rate of 
60 per cent provided in the Finane. 
Bill. 

I have since given some further 
thought to this matter and am now 
prepared, subject to the approval of 
the House, to further extend this con-
cession and to liberalise this provi-
sion sO that in the case of such com-
panies whose total income does not 
exceed Rs. 5 lakhs,. the overall rate 
<If tax on the first Rs. 2 lakhs of in-
come will be 50 per cent. An amend-
ment in this behalf will be tabled. 

In the scheme of the Finance Bill. 
certain specifio incentives have also 
been provided for directing corporate 
savings to priority investments. Basic 
industries which are capital intensive 
and have a relatively low profitability 
and longer periods of gestation have 
been chosen for these incentives. 
The articles of manufacture concerned 
have been listed in Part IV of the 
First Schedule to the Finance Bill. 
Tne profits derived from the manu-
facture or production of these articles 
qualify for a rebate of 10 per cent of 
the overall normal tax on companies. 
I now propose certain changes in this 
list. Electronic equipment and petro-
chemicals, in which we foresee a large 
expansion in the Fourth Plan, are two 
important additions. Manganese ore, 
dolomite, magnesite and mineral oil 
are to be added under 'mining indus-
tries'. The entry relating to 'ele-
ctrical equipment' has been modified 
and will be applicable to equipment 
for the generation Rnd transmission 
of electricity including transformers, 
cables and transmission towers, The 
entry of 'fertilisers' has been ~n t 
out. Coffee and rubber are the only 

deletions since the income derived 
by the companies engaged in these 
plantation industries falls under the 
category Qf agricuitural income 
which is "exempt from the purview of 
the Income-tax Act. 

There are two other changes in Cor-
P<lrate taxation which are not of a 
major character. Under one of the 
provisions in the Finance Bill. the ex-
penditure incurred by companies on 
providing perquisites to employees in 
excess of 20 per cent of the employees' 
salary wiI! not be allowed as a deduc-
tion in comuting the taxable income of 
companies. It is proposed to exclude 
from the purview of this, any expen-
diture incurred by companies in pro-
viding free or concessional passages or 
travel concessions to their employees 
for going on leave to their homes ab-
road or in India. The other amend-
ment is in respect of the rate of de-
duction at source in the case of resi-
dent companies from dividends and 
interest on securities. It is proposed 
to reduce this rate from 25 per cent to 
20 per cent as in the case of resident 
non-company asses sees. "''bile involv-
ing only a deferment of tax collection 
for a short period, this change will 
facilitate transactions in securities in 
public debt offices and in shares in 
the stock exchanges. 

Certain changes have been proposed 
in regard to the taxation of capital 
gains accruing to equity sharehelders 
from the issue of bonus shares and of 
capital gains other than short-term 
capital gains accruing to non-company 
assessees. In respect of bonus shares, 
the amendments proposed are the fol-
lowing: 

(i) The fair market value of bOJluS 
shares as on the 31st day from ~ c date 
of their allotment will be taken a. the 
amount of the capital gains. Such 
capital gains will be charged to tax in 
the case of non-company assesseesat 



n637 APiUL 17, llRl4 Bin n6;jS 

[Shri T. T. Krishnamach,aril 
one-half of the average rate of the tax 
applicable to the assessee's income 
other than capital gains, subject to a 
minimum tax of 15 per cent thereof. 
The first Rs. 5,000 of such capital gains 
will be exempt from tax. 

Companies will be charged. only to 
income-tax (and not super-tax) on 
such capital gains at the rate of 121 
'Per cent thereof. This concession is in 
line with the other concession d ex-
emption of companies from s.lper-tax 
on intercorporate dividends. 

I had promised in my closing speech 
on the general discussion of the Budget 
to treat issues of bonus shares from 
share premium account on a different 
footing and exempt them fro:n the tax 
on capital gains. A jortiori the tax 
on companies on bonus share issues 
from share premium account should 
also be elintinated. This has been 
done in the proposed. amendment. But 
the clause relating to relief from taxa_ 
tion of companies on the issue of bonus 
shares from the share premium account 
looks like having a retrospective effect 
for issues in the year 1963-64. This 
is not the intention, and an amendment 
will be moved to remedy this possible 
interpretation. As I am giving no re-
trospective relief to companies in this 
regard, 1 also propose not to give 
retrospective effect to the exemption 
of a d ~ from tax on capital 
gains in respect of bonus share issued 
to them wholly out of the share pre-
mium account of companies during 
1963-64. A suitable amendment for 
this purpose will be tabled.. 

In respect of capital gains ather than 
short-term rapitalgains arising to non-
company 'tssessees, the following 
changes are proposed.. This has been 
found necessary because the changes in 
this section made in 1962 are so com-
plex that interpretation of a revised 
IIcheme of rlpital gains tax into them 
would lead to a veriety of interpreta-
tions. The first Rs. 5,000 of such gains 
will be wholly exempted from tax. No 
tax will be thargeable on such capital 

gains if the assessee's total income 
does not exceed Rs. 10,000. Tax on 
such capital gains will be charged. at a 
specifice percentage of the average rate 
of tax applicable to the assessee's ordi-
nary income exclusive of any capital 
gains other than short-term capital 
gains or any income by way of com-
pensation for termination of managing 
or selling agency etc. If the capital 
gains relate to lands or buildings, tax 
would be charged thereon at 75 per 
cent of this average rate, and in other 
cases at 50 per cent of the average 
rate. However, the minimum amount 
of tax payable on long-term capital 
gains will ,be 15 per cent of the 
amount of the gains. 

While indicating these revisions in 
the scheme of capital gains taxation, I 
would like to hlghlillht claUSe 13 of the 
Finance Bil! which is designed to check 
evasion of tax on capital gains through 
an under-statement of the considera-
tion received on the transfer of capital 
assets. It is commonly known to hon. 
Members that when sales are made, 
the value in many cases in an under-
statement. According to this provision 
the capital gains shall be computed 
with reference to the fair market 
value on the date of transfer, if in 
the opinion of the income-tax officer, 
the fair market value exceeds the 
value declared by an assessee by an 
amount not less than 15 per cent of 
the declared value. 

Another proviSion in the Finance BiII 
which is of importance, in our many-
pronged attack on the problem of tax 
evasion, is the claube relating to dis-
closure to the members of the public 
information contained in tax· recordS. 

Some misgivings have been ex-
pressed in P.arliament about these pro-
visions and I agree that they should 
not be capable of being used for per-
lIonal ends or for malicious harassment. 
They should also not result in an excess 
of administrative discretion in the tax 
authorities with a potential for abuse. 
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With these ends in view, the follow-
ing changes are proposed: (i) The ap-
piication asking for the information 
will have to be in a prescribed form, 
bu t no fee will be required' to be paid, 
(ii) The Comm;ssioner of Income-tax 
will furnish information only if he is 
satisfied that its disclosure would be 
in the public interut. His decision in 
this matter would be final and not sub-
ject to question in any court of law. 
(iii) The protection available under the 
Income-tax Act, 1922, relating to asse-
ssments made prior to 1-4-60 will be 
maintained. (iv) The Central Govern-
ment will have the power to notify 
ciassess if assessees in respect of whom 
discloure of informatin would not be 
made, having regard to the practices 
and usages customary or any other re-
levant factors. At thlt moment, for 
instance, we have in mind banking 
companies, which under sec. 34A of 
the Banking Comanies Act are protec-
ted from being compelled to disclose 
information in any proceedings 
under the industrial Disputes Act in 
regard to their secret reserVes 
or !fecret provisions for bad ana 
doubtful debts. In such cases, it 
would be agreed that it woula not be 
desirable to have a disclosure of 
information. There may be sImilar 
cases i'n the future and this enabling 
provision has, therefore, been pro-
posed. (v) It is also proposed to 
amend sec. 280 of the Income-tax Act, 
1961. '0 provide fOr the punishment of 
any public servants who makes any 
unauthorised disclosure of informa-
tion. This again, it would be agreed, 
is a n'ecessary safeguard. 

As part of our policy to reduce the 
concentration of wealth, particularly· 
that arising from uneaTIled prosperity 
J)assed on from g.,neration to genera-
tion. 'he rates of estate duty have 
been sharply enhanced in the Finance 
Bill. It has been repre!leilted that the 
rate of tax <II 85 per cent at the high-
est slab may in some cases have the 
effect of taking away as dutv and 
ta ~ the full value of the estate. In 
partial mitigation, it is therefore pro-· 
posed to allow the full amount of the 

probate duty to be deducted from the 
estate du1;Ji: payable instead <II ODe half 
of the probate duty allowable under 
the present provision. 

In respect of the expenditure tax, 
two amendments. are proposed. These 
are merely to effectuate the inten' ions 
as explained in part B of my budget 
sPeech. It is proposed to amend cl. 
51 of the Bill so as to omit the proviso 
to 'he charging section of the Expen-
diture Tax Act, 1957 in order that the 
expenditure tax is attracted on all 
expenditure above &. 36,000 per 
annum, no matter from what source 
tbe money fOr expenditure came. 
This will make the provision in the 
Bill conform to the announcement in 
thO' budget speech. The other change 
is in the matter of customs duties or 
taX'cS paid by a person on importing 
or purchasing articles for his personaJ 
use. In line with the policy to reduce 
to the minimum the exemptions and 
deductions in the compu'ation of the 
expenditure tax and amendment has 
been proposed which will have the 
effect of such expenditure not being 
allowed as a deduction from taxable 
~ ndit  for the purposes of the 
expendi'UTe tax. 

In my reply to the genera! debate 
On the Budget in this House. I had 
also mentioned that steps were being 
taken to mOVe an amendment to 'he 
Gift Tax Act fOr reducing from Rs. 
10,000 to Rs. 5,000 the existing mone-
tary limit upto which gifts are exempt 
from tax under the Gift Tax Act. An 
amendment in this behalf is also being 
moved. 

I now turn to indirect taxes. In 
both Houses of Parliament, I have 
explained the reasons why it is not 
possible to give .any concessions of a 
substantial nature in excise duty. 
Considerations of revenue and the 
need to conserve foreign exchange by 
restraining the demand on imparted 
articles have. no doubt, weighed with 
us. But even more strongly, what 
has prevented me from making any 
substantial reduction in indirect taxa-
tiOn pas been the linn conviction, 
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which I have cften expressed, that 
any such reducticn is nct likely to' be 
passed cn to' the consumer and will 
cnly go to' increase the margins 01 
traders. I carne across a very queer 
instance of this in one cf the govern-
ment companies. When a concession 
was given in regard to caustIc soaa 
in respec' of the duty, the priC'.?S were 
maintamed. but when the duty was 
altered the prices were raised-by cne 
of our cwn ccncerns. The amend-
ments proposed in regard to excIse 
duties, therefore, Tepresent OnlY 
marginal reliefs. 

The first part of my propcsals re-
lates to textiles. Taking into account 
the needs cf the handloom and the 
smaller powerloom sectors, I am ex-
~ din  further the total exemption 
on yarn in the fcrm of hanks, to' new 
french ccunts below 29 and halv-
ing the duty on such yarn cf 29 counts 
but below 34. Corresponding reliefs 
to' the extent of 5 nP per kg. in each 
case is also to be given on these twO' 
groups Of cotton yarns in forms other 
than in hanks, and the ceiling rate is 
I11so slightly proposed to be readjust-
~.  

Secondly, on the analogy of a simi-
lar ccncession already in operation in 
respect of 'independent processors' and 
for the same reasons, a concessi or, of 
115th of the special excise duty pay-
able on sized yarn is being given to 
'independent' sizing units. 

Thirdly. considering ~ at the duty 
liability at the existing compounded 
rates for fine and superfine fabrics 
payable by small powerlooms which 
are hit by the anti-fragmentation 
clause is sOllDewhat high, relief is 
also being given to them .by re-fixing 
the compounded levy rate at one-third 
of the present figure. This, together 
with the reduction in the varn duty 
mentioned earlier, should give them 
sufficient additional assistance. 

Fourthly, the effective rate of duty 
on industrial rayon yams (mainly 

tyre cords) is being reduced from 
Rs. 4 to Rs. 2.67 per Kg. 

Certain relatively minor adjust-
ments are 'being made with regard to 
tyres and paper boards, ~ an ac d 
in certain new units 3et up during 
the Third P.an period. Extruded alu-
minium rods are being put on a par 
with the rolled product. I am also 
making certain minor adjustincnts in 
the marmer of fixing the effective 
rates of duty on the differ"nt cate-
gories of match factories. These chan-
ges, I feel, will have the desired effect 
of preventing fragmentation cf larger 
units and at the same encouraging 
higher production in, and consolida-
tion of, the smaller units. 

A:I these reliefs would be given 
effect to by notifications which are 
being issued separately. 

In conclusion, I would like to point 
out that While the amendments pro-
posed by Government seem to be for-
midable and indicative of revised 
thinking, in fact they are not so. As 
I have mentioned before, the re-
drawing of the sections relating to 
capital gains has been found neces-
sary because of certain confusion that 
might arise unless the subject matter· 
of the sections is specifical! y sta ted. 
Secondly, the import of certain con-
cessions in regard to Section 104 or 
the old section 23-A companies also 
needs spelling out. Another set of 
amendments relating to Annuity De-
posits, while they seem ~ t n i  are 
comparatively simple amE'ndments in 
order to provide the concessions I had 
already indicated. I am circulating to 
hon. Members a brochure showing 
the clauses of the Finance Bill as they 
will read if the amendments proposed 
to be moved by me are accepted by 
the House. Hon Members will find 
that the amendments prnposed are 
underlined in the brochure. It will be 
evident to them that the bulk of these 
amendments are of a drafting nature, 
and are intended to clarify the posi-
tion 'better t'han originally stated in 
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the Bill. One particular amendment 
in regard to Expenditure Tax is the 
change in a provision Of the Act to 
which I had referred in my -Budget 
Speech, but which had not fOlmd a 
place in the Bill. 

I hope han. Memhers will appre-
ciate that the changes proposed by 
the amendments will go to show that 
an attempt has been made to simplify 
the tax structure to rationalise, it and 
to make the burden more equitable. 
The criticism outside the House has 
been largely on two items of tax pro-
posals. One is the dividend tax of 71 
per cent. Suggestions have been made 
fOr varying it, for providing a slab and 
so on. In actual fact the dividend tax 
will not, as it applies to the income 
()f companies, be more than 21 to 3 per 
cent of profits, and it is impossible to 
give any concessions for ploughing in 
of income into reserves without at 
the same time putting a check on in-
discriminate distribution Of profits as 
dividends. There may be many people 
who are not concerned about build-
ing up reserves of companies, and to 
them the dividend tax will certainly 
look harsh. But that is not the view 
of the Government, and the divi-
dend tax base, if it is altered, will be-
come far more onerous than it is at 
present. 

The other complaint is about the 
tax on bonus issues which has been 
highlighted in the press, and in the 
criticisms by the concerned interests. 
The tax on bonus issues now propcsed 
will have a low incidencf', if actually 
the large mass of the shareholders, as 
is often made out, is the middle-in-
come group. In the case of the less 
affluent of the middle-income group, 
and I do not know if 
they have any shares, the exemp-
tion of Rs. 5,000 will take care of 
them. In the case of the better off 
sections Of the middle-income group, 
the incidence may not -exceed more 
than the 15 per cent Hmit now im-
posed. In the case of people who 
have invested large amounts of mo-
ney in shares, the House will agree 
with me that they should pay a pro-
gressively higher rate of tax even on 

bonus issues. hope the 'hon. Mem-
bers will study the changes a5 pro-
posed and accept the proposals in 
entirety and help in the creation of 
steady conditions in the markets which' 
have been subject to scares ant! 
alarms every now and ~ n. 

Another fact I would like to refer 
to, with all apologies to the inter"st! 
concerned, is the undue emphasis on· 
the importance of the ohare market 
that seems to have crept into our con-
cept of economic growth. I do not say 
that the share market is not neces-
sary, nor do I say that it is not use-
ful. What I would like to say is that 
it does not represent the views of the 
large majority of the people in this 
country who want to buy shares for 
investment. 

Shri Nath Pal (Rajapur): Why don't 
you abo' ish the share market? ! mean· 
it seriously. 

8hri T. T. Krishnamachari: I never 
believe in extremes. 

I am sure many people make the 
sharket their professicn. I have n~ 
doubt they are honourable people, but 
the economic policy of the country 
cannot be geared towards making 
conditions bullish for this section of 
the community, which is but a micro-
scopic section of the community as a 
whole. On a closer examination, one 
would find that the quotations in the 
share market do not always represent 
the' reality. For instance, in the case 
of the shares Of a concern, which we 
may call "X", which, on the basis of 
the last issued balance sheE't will 
make Rs. 26.4 lakh. more on the 
basis of the proposed taxation, the 
shares are hammered down, so that 
the price would not rise anything be-
yond Rs. 25. The break up value of' 
the share is several times the current 
quotation. What does this fii!ure of' 
Rs. 25 really represel't, when the 
company's earning capacity is greater. 
when its break up value is several 
times more than the market quota-
tion? I think this instance should 
show to intelligent people in India 



APRIL 17, 1964 BiU II 646 
[Shri T. T. Krishnamacharil 

that while the share market might 
provide one at the indicators, it is by 
.no means a reliaJble indicator of the 
prevailing economic trends. 

recognise that many people 
are angry with the Budget and 
.also perhaps with me. They have 
a perfect justification to be so 
angry. Members of Government 
would be greater fools than 
·they are expected to be if they did 
not recognise that with. the Estate 
Duty as proposed, along with the an-
cillary levies like Gifts Tax etc., they 
would not be resisted by persons 
affected. They would be. Rut the basic 
philosophy behind these duties is that 
they serve to promote the objectives 
accepted as imperative by the Cong-
reSs Party. I am afraid, while I have 
·every sympaJthy for the people who 
are angry with me and I do not at all reciprocate their feelings, I am un.. 
able to do anything to assuage pr 
lessen their anger with these propo-
sals. We as a Government have no 
doubt that we are proceeding on the 
right lines, and the proposals con-
tained in the Budget and in the Fin-
ance Bill are an earnest effort in 
"that direction. 

"'r. Speaker: Motion moved: 

''That the Bill to give effect to the 
"financial proposals of the Central Gov-
ernment for the ~ancia  year 1-964-
65, be taken into consideration". 

The time allotted is 171 hours for all 
the stages of the Bill. I would like 
to take the sense of the House as to 
how these 171 hours should be distri-
buted among the various stages of the 
Bill. 

As a large number of amendments 
llavebeen tabled to this Bill. I suggest 
that 5! hours may be allocated for 
general discussion and 12 hours for 
the clause by clause consideration and 
"third reading. 

Shrlmatl Renu Chakravartty (Bar-
'rackpore): I would like to support 
:your suggestion. 

Shri M. R. MasaDi (Rajkot): I also 
endorse your proposal. The Minister 
himself has tabled 77 amendments, 
and is now tabling some more. The 
clauses are very complex, and ade-
quate time should be given for file 
clauses. 

Mr. Speaker: Members should de-
vote more time to the clauses, :be-
cause there are so many amendments. 
Is it agreed? 

Slari T. T. Krishnarnachnri: We are 
entirely in your hands. 

Shrl Natll Pai: At least 7 hours for 
general discussion. 

Mr. Speaker: Then we will have the 
difficulty that we will not be able to 
do justice to the amendments. I hope 
Members would agree to this alloca-
tion for the different stages. 

Shri Horarlta (Jhunjhunu): What is 
the allocation? 

Mr. Speaker: Five and a half hours 
for general discussion. 

Shri Moraru: No, Rir. 

13.00 hrs. 

Mr. Speaker: The House has placed 
a limit upon itself; it must finish this 
within 171 hours. We cannot go be-
yond that. I cannot guillotine clauses 
where there are amendments. So, 
there must be adequate time for consi-
deration and passing of clauses. Gene-
ral discussion can be shortened but so 
far as clauses are concerned, they 
must be discussed. 

Sllri Alvares (Panjim): 71 hours 
for general discussion and ten hours 
for clauses. 

Shrimatl Renu Chakravartty: If you 
see the amendments, a very large 
number of them are from 
the Government and it is 
these that we want to attack in our 
general discussion. We have not our-
selves tabled so many amend-
ments (InteT1"Uptions) . 
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ISbn Morarka: What is the decision 
Sir? 

Mr. Speaker: I have announced--5l 
.hours and 12 hours. 

Some hon. Members: No. 

Shri Nath Pal: The concensus of 
-OpIniOn is for a longer time for the 
,general discussion. 

lift ~  ",,0 m ~~  ~ 
~  i:ro ~ ~ flf; $1: fu for« 

1ft ;;r-mr f m; l1'f iii:" ~ 'fiIi q 'fiIi 
\9 ~  ~  ~it cnflf; '3fT ;;r;rr.r ~ 
m< Vf! ~  if; fffiTilIof if ~ i 
ilf,lI',,: ~ '3"if'li7 ~ i  m of 'fiT JfffiT 
fir;!" I ~ I 't:li ~ if; 3;T': tfif-fu 'fir 
-QTq; ~ srg f 'm:! ~ ~ t)"q-
t {'1 mit ~ 'q")O .. e 'fiT ~ iJlf ~ 
~ t ~ I <n1i: i ~  ~ if; 
;Jf; ~ ~ crT "'3"1" if ;qT ~ ;qm-"r 
~ \!"r ~ ~ 'iT ~ ~ ~ I 
~ - i . ~ i~ '1( ~ 
i ~  ~ hi\" ~ 1 i\l":'IT "ITlf ffif'.j; 
~ i i~ ti ~  f'F ~i iJ'F ~ 'l'!it 
~  ;f;;f.t 'fiT 'fm flR" 1I:tr I 

Shri T. T. Krisbnamachari: So far 
-as Government amendments are con-
cerned, there are only 4-5 which are 
really big; the others are merely at 
.a drafting nature. 

But as you know, Sir, Finance Bill 
is the time when people-that 
is the convention-raise all their 
grievances and therefore, maybe, 
there is some justification in peo-
'PIe asking for a little more time for 
general discussion. Only a few of the 
amendments will come up for any 
discussion; the others are merely ot 
a draftif'g nature . . . I ..i~

tions). Let me make this sugges-
tion. If you can give eight hours for 
general discussion and 8i hours for 
the second and II hours for the third-
reading stage, perhaps they may teel 
bappy. 
:i23 (Ai) LSD-5. 

Mr. Speaker: I have absolutely J1D 
objec:ion; even if the clauses are 
not discussed in detail and there is 
no time for th e Members to criticise 
these amendments. It is up to them. 
They must realise that I have to ~ 
pose of these amendments. We hal']! 
to sit up to 6 O'clock today. Five 
hours are there. 

Shri T. T. Krishnamaohari: It Is 
incl usive of the time that I have 
taken. 

Mr. Speaker: Yes; it is inclusive 01. 
that. _ Till 6 0' clock we will have 5 
hours, 40 minutes today. The Minis-
ter may reply today. We will w.. 
cuss that; then it will be about 7 
hours. That is all 

Shri Moraro: 8 hours. 

Mr. ~  I have nO objection 
to whatever the House decides. But 
it must be borne in mind that in no 
case shall I be able to extend the tim. 
The whole time allotted is 171 hours. 
It cannot be extended . (Inte".. 
rupti0n8.) 

We have already d<:!Cided to sit till 
6 O'clock. 

ShrimliU Renu Chakravarity: Eight 
hours? 

Mr. Speaker: do not object 

Shrlmati Renu Chakravartty: Mr. 
Speaker, it is true that we have 
received a large number of 
amendments and that we have not 
been able to go 'nto all of them in 
some great detail. It is also true that 
three or tour of them are of a basic 
nature. As I went through the Fi-
nance Bill and the amendments of the 
Finance Minister, I became more con-
vinced of what I said on the General 
discussion on the Budget. That is a 
question which is worrying all sec-
tions at the people-concentration of 
wealth. How much at it has really 
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been taken into account. What mea-
sures are taken to reduce it? It was 
this effort which was lacking as 1 
tried to scan through the various pro-
posals. It wou,d have been very good 
if the hon. Minister had agreed, as tne 
.Government did earlier, to put on the 
the Table of the House report of the 
Mahalonobis Committee. It is not 
enough to get experts from America 
to tell us exactly how to bring anti-
monopoly trusts because our country 
is a country with very special charac-
teristics: millions of people who are 
living on starvation leveL We are 
trying to get subsistence level for 
them. It is a country with an under-
developed economy and trying very 
hard to industrialise itself on a base 
which i, essentially an agricultural. 
It was ~  essential that we sho;.Jld 
have applied our minds in a creative 
sort of way to these characteristics 
anu in that back-ground find out how 
to curb monopolies. The Mahalonobis 
Committee report has very clearly 
done something in that direction; 
it has shown that the bottom 
twenty per cent of households did 
not own any land in 1954 or 1960. It 
is the agricultural labour which is 
the worst off. As far as real estate goes, 
We find that the top twenty per cent 
owns 73.1 per cent of real estates 
and the top per cent accounted for 
as much as 57.0 per cent. When we 
come to companies of the total egti-
mated number of shareholders--which 
is itself a very small part of the 
entire people-1.4 per cent accounted 
for 31· 5 per cent of the dividend 
income, while 50.3 per cent could 
claim only 10.8 per cent of that in-
come. In sPite of aU the deficien-
cies of the statistics, all the I Bck of 
<information due to the inability of 
Government to get information from 
the various companies, the concentra-
tion was very clear. If we see the 

n ~ i  and con tral of industrles 
which has become concentrated 
throu!!h the form of mana!!lng Bl!en-
ries. wo wou'd find the .ame thinl(. 
The int"reorporate investments and 
interlocking are to-such 1ln extent 

that we find that ',in 1958 the Tata 
complex had 73 subsidiaries and 
joint subsidiaries, BirJas had lOS. 
Da1rnia Sabu Jain 30, Bird Heilger 
44, Andrew Yule 20, and gO on and 
so forth. The occupational distriuu-
tion of companies had already beea 
brought about in this House earlier, 
,in previous debates. It is very in-·· 
teresting to note how the House of 
Birlas have a huge number of com-
parnes; they have also ail sorts of 
occupations-trading, publishing, in-
vestment in real estate, construction. 
They come in all fields of industry. 
They have got their tentacles in pub-
lishing industries, real e3tate, and s() 
on. Some of them do not pay any 
dividends; some of them pay very 
high dividends. It was interesting tG 
find how this interlocking of compa-
nies and the managing agency system 
have got more and more control of 
even the public sector. Government 
companies, a very large number of 
them, are being controlled also by 
people, who are in private companies. 
It was interesting to find out that of 
the 311 directors in 49 Central Gov-
ernment companies, 86 were non-
officials. Forty·two of the 86 n n~ 

official directors did not hold diree-
torships in anv non-government com-
pany, whilst 44 Of them act ~  had 
directorships in non-Governmental 
companie.. So, in these various wavs 
we . are seeing actually what has 
happened. 

Even in rega,.d to the licensing 
policy, we find that out of 215 licences 
issued in 1960-61, ahout 143 have 
been issued to only six big" business-
house,: Tata group, 30; Birlas 57; 
Surajmal Nagarmal 14 and Sri Ram 
Group got 15. Certain numbers have 
ceme down now, but in actual fact, 
what is the total am(\unt of mone., 
which Is invo've!! in thMe lirPTlces? 
That Is a point which Shri KanunlfG 
has refused to tell us on many occas-
ions. : 



JI6SI Finance CHAlTRA 28, 1886 (SAKA) Bin 

13.11 hTS. 

[MR. DEPUTY-SPEAKER in the ChaiT] 

As a matter of fact, one of the 
main pOiflts which has been made out 
by the ~ anc  Minister has been on 
this questIon of giving tax incentives. 
He says that without tax incentives-
that is one of his theories-or unless 
we give further tax incentives, we 
will not be able to have rapid rate 
of development in industry, and there-
1ore, that is the kingpin, according 
to him and according to his philo-
sophy, for the solution of all the ills 
which we are facing today. What is 
it that the Mahalanobh Committee 
report says? It says that the Gov-
ernment policy during the plan 
period has been responsible in other 
ways as well for the growth of the 
private sector and in the process 
specially of big companie5. Actually, 
the worki·ng of the administration of 
the Companies Act of 1956 had clear-
ly shown that companies have on 
ba' ance decided to keep the voting 
power in tact in the companies in 
which shares were held by them. In-
vestment in injustrial holdings have 
been found to be of the order of 
half a crore Of rupees matched by 
overdraft on the State Bank of India. 
This report shows very clearlv that 
it is from the funds of the !FC, the 
funds of the other financial Tnstitu-
tions. whic,", h2ve been set up by the 
Government, that a very large por-
tion of the monev which is used by 
the private companies comes. . This 
renoM also <avs that "in addit'on to 
affnrding a protected market and the 
neee«ol'V overhe'd facilities and 
m"'1taininQ a budget policy with a 
mildlv i",fhtionarv !=:ituation favour-
b'e to innn.t-v. the Gover"ment h.ve 
bee,> nromoting tho l!1'owth of priv.te 
in<lll<try by extensive tax incen-
tives." 

There have been various tax in-
cpntives whirh h3ve been given year 
aft"r V""r. Tt w0111r1 have heen a 
Vel'V good thing if we could have 
taken them out and shown how they 

have picked up in the course of the 
last five to seven years. You will 
find that the amount of tax incentive. 
that has been !liven is not inSubstan-
tial. As a matter of fact, under sec-
tion 150 of the Income-tax Act, new 
ventures are given a tax holiday for 
five years, and profits up to six per 
cent of the capital emp'oyed are 
exempted from both income-tax and 
super-tax. Under section 10 (2) (vi) 
of the Act, new companies set up 
after 31st March, 1954, are allOwed to 
deduct 25 per cent of the actual in-
vestment towards depreciation of 
plant and machinery. Again, under 
section 56A of the Income-tax Act, 
dIvidends received from companies 
engaged in certain specified indu5tries 
are exempted from super-tax; for in. 
tercorporate investment in these in-
dustries, this concession, together 
with the provision for income-tax 
credit which already existed, means 
that such di,vidends were tota'ly 
exempted from taxes. All these have 
been g'ven from year to year. Now 
again. there are ceMain important 
tax incentives which have been 
given, 

We see for the first time a rebate 
for super-tax. By clauses 18 and 22 
Of the Bill, a provision for the a!low-
ance of a rebate on super-tax to in-
dividuals and families on amounts 
paid by them as life in anc~ pre-
mia etc. is made. The hon. Fmance 
Minlster has stated that this is the 
way by which he will be able to get 
people in the higher inc - ~  
to invest in savings because he 19 
unable--I presume--to really m'lke 
them come out with the monev which 
~ d have been there for taxation. 
Thh is probab'y one of the means by 
which th's has been done. ReallY, 
We should not h<tve allowed thiB, 
rebate: O"T machinerv for tax collec-
tion shou'd have been geared up to 
the ' inC'< which have been ~ .t d  
-anti which I .hall S1lltltest further 
on -b" the Direct ~  Jnn1liry 
Cn",mittee. that \<;, the Tvagi Com-
mittee, and other committees. 
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Another thing which has been pro-
posed by the new amendments which 
have been .given to us by the hon. 
Finance Mini<;ter is this. There are 
two very important tax incentives 
which he has made: one i3 in clause 
23 which amends section 104 of the 
Income-tax Act, 1961, which provides 
for an additional super-tax on undis-
tributed profits of certain companies 
in which the public are not 
substantially interesteil.. The object 
of such taxation is to check tax 
avoidance by private limited compa-
nies by not distributing the it~ of 
the company among its shareholders 
as dividend.. This hJls now been 
changed, and the official amendment 
seeks to provide exempt;on from such 
additional taxation· of those compa-
n'.:s ,""o,e capital essets or plant and 
~c in  are Rs. 50 'akh, or more. 

This used to be much less earlier. 
This proposal is a big concession to 
the private companies. 

The second big or important 
change which he is proposing now is 
in regard to clause 29, which deals 
with the tax on capital gains. Here, 
the original provision was that those 
who were attracted by the capital 
gains were to pay an income-tax of 
25 per cent. They usea to pay 25 
per cent. Now, they have reduced 
the income-hx on capital gain. to 
12! per cent. This certainlV apppars 
to be a very bilt concession to the 
big' companies. These are instances 
of large concessions made to the 
Ng companie., These are some of 
the points which show that in<tesd 
of rea'ly bringing about a further 
curb;ng Of the mono!,o'istic trends, 
in the name of ince,.,t;ves we are 
i in~ un so many incentives upon 

th" industri,." an!\ .Powing them to 
I""t all su<"h concession.. Actuallv, 
th" ... In themop'ves. are aman!! the 

tn~  for furthpr concpntration of 
wp.,th. ~  a~ b .... n shoW'1 bv the 
M<:Il,'!IhT'l(lhiq Y"'''''t'lrt to whit',", T ~  

referred and th1!Se are enabling the 

private sector to acquire further 
power in theh' hands. 

I now come to the question of 
foreign investments. Here, some very 
important changes have been made 
in order to help foreign investments. 
As a matter of fact, it has been 
summed up very apt'y by Mr. K. P. 
Goenka, President of the Federation 
cf Indian Chambers of Commerce and 
Industry, when he said that the bud-
get for 1964-65 had given several tax 
reliefs for foreign investments. He 
said that foreign investment would 
also beneflt from the exmeption of 
intercorporate dividends from super-
tax, and that as in the case of royal-
ties, the tax on technical services fees 
is now reduced to 50 per cent. None 
of us I think in this House are 
against i in~ cenatn advantages to 
people who bring us the knowhow 
which our country does not have. 

Shri Ranga: Also capitaL 

Shrimati Renu Chakravartty: In 
that, of course, we have very serious 
differences with the Swatantra party. 
I would say that that capital can 
come onlv on a Government-to-Gov-
ernment 'ba<is. It cannot come as 
private investment. I wou'd think 
that prof. Ranga wou'd agree with 
me, knowing him to be one ~ the 
most ardent fighters for fr .. edom in 
the country, and knowing the entire 
history of the East India Company. he 
would be the first to support us in 
this. (Tnterruption) we know how 
this has been working. After all. the 
private capital has the power even to 
wie'd political influence; we are see-
ing it every day and even now in this 
House we are seeing it. 

Sbri Ramanathau Chettiar (Karur): 
What about foreign capital from 
Russia? 

Sbrlmatt Renu Cbaknvart·v: No-
body is asking for foreign Investment 
from Russia. This is the first time 
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that I am hearing about it. That capi-
tal can come only on a Government-
to-Government basis. The hon. Mem-
ber is jumping up unnecessarily with-
out listening to my speech. The diffe-
rence between the Swatantra party 
and us is that we do not mind taking 
foreign capital on a Government-to-
Government basis. But We 10 object 
to private foreign capital coming in, 
because we are afraid tnat the old his-
tory would be repeated. 

Sbri M. R. Masanl: Forget it. 

Shrimati Renu Chakravartty: Shri 
Masani says we should forget our his-
tory, because something new has hap-
pened, because the Swatantra partY 
has been bornl We are not able 
to understand this. On this ques-
tion of foreign investment, what 1 
was saying is that as far as in-
centives to the people are con-
cerned, we must be very careful 
about the people who bring US the 
knowhow. What is the knowhow that 
We do not know here? I must say that 
I have sometimes been lIummexed to 
find how people who come here and 
are known as experts in their field of 
knowledge, assist us. For example, 
take education. I often wonder what 
kind of experts they are who come 
here. I think some of us who are old 
teachers will be able to do greater 
justice in this field than those experts. 
I am sure they will be falling under 
this purview too. If yOU give an abso-
lutely blank chit to all who come 
under the name of experts with, shall 
I say. the Government's blessings, that 
would lead to many many cases where 
We may think that such a ~ nc i n 
should not be given. If it is a question 
where they are coming to teach us 
how to make ball bearings, to teach us 
Borne special kind of steel ~ Iin  or 
to teach us something in petro-chemi-
cal industries, I would never have ob-
jected. I would have been the first to 
say, give them every incentive. 

would even support the han. 
Minister if he gives them for a 
limited time even more incentives 

than he has proposed today. But, I 
say, these experts are very 'lery few 
in number, and we should not allow 
such a blank chit to all who come 
under the name of experts. I see in 
the Ford Foundation and many other 
bodies people come under the garb of 
experts, We do not need them at alL 
We have enough young men :md wo-
men who can give that expert advice 
if only you care to use them and use 
their advice and knowledge to the 
benefit of the country, 

Then, on this question of ~ i n  

residents-children allowance, the de-
duction for educational expenses of 
Rs. 2000 per child incurred by foreign-
ers in India-resident individuals-is 
wholly uncalled for. It is against the 
tenets of taxation, besides being :tiscri_ 
minatory towards Indian citizens. Any 
explanation offered by the Finance 
Minister, according to me, is "lot very 
conVincing. As a matter of fact, "'hen 
We come to the second reading of this 
Bill, We would ask for the elimination 
of this particular item which has been 
introduced. 

Sir, I was very much surprised to 
read about 8hri T. T. Krishnamachari's 
reported discussions with the U.S. Mis-
sion which is here to discuss joint 
industrial ventures. It was reported in 
the Hindusta.n Times, and I presume 
that is the most correct version as far 
as United States commercial t'!ams are 
concerned. It is reported: 

"Mr. Krishnamachari is said to 
have discounted the fears expres-
sed by some members of the visit-
ing mission that the proposed 
monopolies commission would cut 
into large enterprises." 

What are we trying to do? Are_ 
trying to probe into small md medium 
lCale industries to find out whether 
there are monopolies? I think the 
maih idea with whlrh the Monopolies 
Commission was cOl1Stituted is to I!O In 
and find out what is happenine in tlla 
large enterprises. 
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Shri T. T. Krishnamachari: May I, 
Sir, help the hon. Member by clarify-
ing the position? I did not discuss 
with anybody in regard to the ).Iono-
polies Commission. Ai; a maUer of 
fact the Americans have an anti-
monopolies law. They never asked for 
it. No assurance was asked for and 
nothing was given. I am afraid, since 
these meetings were held closed-door 
practically all the reports that the hon. 
Members may read are not based on 
facts.. 

Shrimatl Renu Chakravartty: I am 
happy to hear it, that he has not dis-
cussed anything. But this report IoeI 
on to lay: 

"He assured them that the furic-
tions of the CommlSslOn would 110t 
be very di«erent trom the U.S. 
Administration's regulatory mea-
lureS i-elatiili to monopoUei." 

The basic objet-tive condition. of 
America Is totally dlfterent from that 
which Is prevaillilg in india. 

Shri T. T. Krishnamac:bari: The han. 
Member may be right; I am not ques-
tioning it at all. 

Shrimatl Renu Chakravartty: So I 
would take it that this is a completely 
wrong statement made by the Hindus-
tan Times. 

Shri T. T. Krishnamachari: The 
gentlemen who sit in the celestial 
regions have got a little ~ at  free-
dom than the han. Member and my-
self. 

Shrimati Renu Chakravartty: I am 
happy to hear that. 1 would like to 
say something about foreilln ~
ment. Apart from what I have said 
earlier, I would like to quote what the 
Mahalanobis Committee has said on 
this particular aspect of foreign invest-
ments. It says: 

''One of the factOr! accounting 
for an increase in economic ~  
of the large eroups in recent year! 

WOUld appear to be the larger flow 
of foreign investment anc' technical 
knowhow through joint ventures 
in Indian industry in collaboration 
with foreign interests. Established 
large industrial groups in India are 
in a much more advantag',ous posi-
tion to obtain foreign capital and 
technical services. 'Ibis ItseJt may 
partly explain the incrc'lsed con-
centration of control in the top 
business houses m recent years." 

Even during the Question Hour ,... 
have been told that t~  smaller com-
panies in the private sector have not 
been often able to utilise many of the 
aid Proposals that have been there. I 
was happy" to be aole to J:et h.,ld of 
some more facts on the finances of 
foreign companies as they stand today. 
Under the heading "Calcutta City 
Notes" it Is said: 

"The margin of profits on ISles 
of foreign controlled ruPee com-
panies has amounted to 11. 1 per 
cent in 1961 compared with 5.1 
per cent for branches of foreign 
companies and 9.2 per cent for 
Indian controlled companies." 

Now, it shows that when there is a 
,oint venture the profits are Ihe high-
est. This is another aspect of i~. It is 
not only a question of concentration of 
power and the advanta2e th'lt b,g com-
panies can take of foreign aid and 
investment. There is also the fact that 
they make the highest profits also be-
cause they have better knowhow, bet-
ter mana2erial talent etc. But that 
means more money go away. more 
money can be repatriated from. our 
country. It is quite a complex thmg. 

Sir it is often placed bp.!ore us t\)at 
unles's We have more foreil!n capital 
coming in by way of investment in pri-
vate companies in our country we ..... ill 
not be able to face this hUlle n~
ployment problem. To me. Sir, it ap-
J:ears that if we are to to'loh at least 
the fringe of this unemployment pro-
blem, the first thing to do would be, of 
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course, introduction of better land re-
forms to ensure more agricultural pro-
duction. There should be processing 
industries associated with It. But this 
(Juestion of trying to eet more and 
more private foreign investment is 
going to eet us into trouble. I am sure 
all sections of this House, irrespective 
~  politi"al opinion-minus, of course, 
the Swatantra Party-would unitp on 
this point. Even the small Rnd mediuiu 
scille industrialists would unite on this 
point. Today there are many people 
who say that already we have sold 
ourselves. I do not say that. But we 
are fast going on that path, and unleN 
we check ourselves we will again be 
in such a position where we wi!! be 
within the grasp of these big companies 
who COme in as rupee companies. but 
who lire actually part and parcel of 
tJigger financial influences md po!ltl-
cal power spread throughout the world. 

Now I come to one other important 
point and that is about the evasion of 
income-tax. Actually there has been 
evasion of income-tax to the tune of 
Rs. 300 crores. Wealth nnd income 
tax arrears is said to be about Rs. 180 
crores. One of the eood things which 
the hon. Finance Minister has done 1."1 
this year's budget is to have put the 
onus of proof on the assessee. It Is 
proposed to provide where the declared 
income by an assessee is less than 90 
per cent of the assessed income, the 
assessee should be deemed to have con-
cealed his income and be liable to cer-
tain penalties. By the introduction of 
this clause, the onus of prJ If is being 
shifted back to the departm ~ t for tl: e 
ten per cent when it should rest 
squarely on the assessee. I would like 
to say that in a situation where we 
have such large amounts escaping as-
sessment we should put the entire onus 
of proof upon the assessee and we 
should not allow this little loophole. 
We are permitting so much delay and 
We are allowing people to get 
away. Even the remammg ten 
per cent may sometimes run into 
lakhs of rupees or more in the 
bigher income groups. This is certain-
ly putting a prl'.!Dium on concealment 

or deliberate furnishing of inaccurate 
particulars. In any case, this is a wel-
come provision because at lea3t in res-
pect of 90 per cent the onus of proof 
is being placed on the assessee. But 
We would still say that onus of proof 
should be on the assessee for the entire 
thing (Interruption). Shri Ranga, lUI 
Chairman of the Public Accounts Com-
mittee and as one of our very respected 
leaders has been saying, before he 
joined the Swatantra Party, "hat we 
must get the maximum of thllt whil.'h 
is to belong to the exchequer to be 
used for planned development. .tie 
should not forget that now 'J."here-
fore, on this particular in~ I think, 
a1 least Shri Rania, if not the Swatan-
tra Party, should agree. 

Now, on the question at informa-
tion, a new propOsal, a new amend-
ment is being made. This is a point 
on which I would like to join issues 
with the hon. Minister. What he did 
at one stale, a week later he took it 
away. About the diselosure of infor-
mation respectinl assessees he now 
says:-

"the Commissioner may, if he is 
satisfied that it is in the public 
interest so to do, furnish or ('ause 
to be furnished the informatioJ1 
asked for in respect of that I~
ment only and his decision in tHe 
behalf shall be final and shall not 
be called into question' in any 
court of law." 

Then, another sub-section says:-

"no information or document 
shall be furnished or produced by 
a public servant in respect of such 
matters relating to such class of 
assessee! or except to such authori-
ties as may be specified in the 
order." 
Actually, this will lead to two things. 

Firstly, we want to bring tho,e who 
are trying to evade. those who are 
really evading income-tax payment 
before the censure of the "ublio gaze; 
that is why, we are permitting this 
disclosure of information bv a third 
party. The second thing which we do 
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feel afraid of, in spite of what the hon. 
Minister said, because Shri T, T. Kri-
shnamachari may be a Minister today 
tomorrow it may be somebody else, 
is that the Commissioners are subject 
to various pressures. It is only a prin-
ciple that we have, namely, that no-
body presses anybody in Government 
that the officers are completely free; 
but we know that that is not s') and 
that ministerial pulls and pressures 
are always there. Therefore it is bet-
ter that it is not left to the discretion 
of the Commissioner. 

Again, We shalCask all to what is 
public interest for which some disclo-
sure respecting assessment is to be 
hidden from the public eye. Surl'!y, 
We believe that the Government ~iI  
have assessed It correctly. It will not 
be something that will be hidden. We 
know, how difficult it has been even 
for the Mahalanobis Committee Repcrt 
to come out because they 'vere laclting 
in ma'erial, information and statistical 
materials. Therefore this kind of dis-
Closure of information should be there 
and this new amendment which has 
been brought forward later on by the 
Finance Minister should be opposed. 

Now I come to some of the defects 
in the collection of arrears. On this 
particular' point I would like to point 
out that the whole machinery has to 
be geared up. We have had the Direct 
Taxes Committee, that is, the Tyagi 
Committee's Report. How much of it 
has been given eftect to? As a matter 
of fact, we find that the problem of 
collection of arrears of taxes has as-
sumed serious proportions. More than 
Rs. 200 crores are in arrears and what 
is being done by the Department is 
only half-hearted. As soon as every 
financial year is out, the a ~a  mount 
by crores of rupees. I know, in my 
State of West Bengal there is an arrear 
of Rs. 57 crores to be collected. I 
think, these figures are of last year, 
that is, l.t April, 19113. The Central 
Board of Direct Taxes has contented 
itself by appointing some Income-tax 

Officers whom they call very nicely sa 
''write-off ITOI'". 'DaeIr duty Is to 
write off as much amollnt as possible. 
The information is that the ITOs ara 
vying with one another in trying to. 
send up proposals for writing off' 
income-tax demands. This indirectly 
will encourage many of the big asses-
sees to wait. They think, "Let us. 
wait; the longer we can defer payment. 
maybe, what is due from us will also 
be written oft." As a matter of fact,. 
the assessees know that at the end of 
the year, the most that the Income-tax 
Officers can do is to issue II certificate 
to the State Government officers for 
realisation of the demand. These State, 
Government Recovery Officers owe 
their alleltiance to their own Govern-
ment, that is, the State Governments. 
because they are recovery officers of 
the State Governments. We h8\"e seen 
far too many cases where there is a 
con1lict between the State Government 
and the Central Government. In this 
particular matter, the recovery of in-
come-tax which is a Central tax 
should be done through a machinery 
which is much more within the power 
of the Central Government. - The 
assessees find actually a new forum 
for agitating the tenability of their 
demands. They have their l'nks. I 
hope, many of my friends will not be 
annoyed when I say that many of 
these gentlemen pay very lavishly t() 
political parties' funds, naturally, to 
the State funds at election time and 
after. These are difficulties which 
arise when the State Government has 
actually to put into implementation 
and recover what has been assessed 
by a Central machinery. We find that 
there is no liaison or very little liai-
son between the Central Government 
and the State Government officials. 

The duty of the Income-tax 
Officer ends by ralsmg a demand. 
The collection is left to take care o'f 
itself. There is none to look after 
the collections. It is an incredible 
state of affairs that a Revenu" De-
partment has no agency to collect the 
demands. The provisions of the-
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Income-tax Act, 1961 about Tax 
Recovery Officers have not been im-
plemented up to date. We would 
like to know why. Collection still 
continues to be done by the Recovery 
Officers of the State Governments. It 
is more than time that Tax Recovery 
Officers should be appointed from 
within the Department so that the 
huge arrears can be tackled effici-
enUy. It is a pity that the Board is 
expanding at the top only and not at 
the bottom. We know that for the 
processing of all these things and for 
being able to recover what is out-
standing we need these officers. 

There is also defect in the income-
tax structure itself and I will submit 
how it helps evasion. The assessees 
make separate sets of returns to the 
State Government Sales Tax Depart-
ment and another set to the Income-
tax Department. Even the audited 
accounts read differently from depart-
ment to department. I do not know 
why we do not haVe a close liaison 
between the Income-tax Department 
and the 'Sales Tax Department. It is 
very necessary. If we see the powers 
of search and seizure, we will see 
immediately how we are lacking in 
being able really to detect and re-
cover these huge amounts that are 
lying outstanding for so many years. 

The nature and extent of evasion 
have raised themselves to incredible 
heights. Very often the ac.counts and 
other books are not even looked into 
by the Income-tax Officers. They are 
not able to do it. All that they do 
is to discuss the Balance Sheet and 
the Profit and Loss Account with the 
representatives of the assessees. As 
a matter of fact, the officers who do 
are direct recruits. They are those 
who are not of the highest calibre 
and who do not get into the lAS and 
other Services; they come as direct 
recruits to the Income-tax Depart-
ment. As against them, We have 
these big fellows, the Tatas, Birlas, 
Dalmias and all these people. Their 
people come and appear before them. 

Some of the officers are children ill 
front of them. They have no experi-
ence of the craft and skill of these 
people. Only when they attain a 
higher age that they are able to 
examine these accounts. As a matter 
of fact, I doubt, whether during the 
training they are taught the art of 
examining the accounts in a way that 
a Tata man or a Birla man will be 
able to do. As a matter of fact, 
cross-examination is generally avoid-
ed. Even the information sheets that 
are given to the officers from one 
Income-tax office to another are not. 
always cross-examined. They do not 
have the time. Then, you do not. 
have enough personnel for it and· 
enough experienced peopl,e for it. 
That is one of the very 
big reasons why you are not able 
really to plug the loopholes and come 
up to the expectation of all t ~ 

income-tax demand provided for. 

I would say that an Income-tax 
Officer does not have even a record 
of urban properties within his juris-
diction. All these are there and un-
less we are able to plug all these 
loopholes, we will not be able to do 
anything and get this income-tax. 

One of the many things that we 
have found is that many of the retired 
Commissioners and Assistant Commis-
sione,s of Income-tax assist as 
Income-tax Advisers immediately 
after they retire. As a matter of fact, 
there was one gentleman-I think, he 
was in Bengal-who retired and on 
the next day he filed 200 appeals 
before the Appellate Tribunals. It is 
a fact. 

Shri T. T. Krishnamachari: Instruc-
tions have been issued months back 
that no audience shOUld be given to 
retired income-tax officers. 

Shrimati Renu Chakravartty: That 
Is a good thing. These things have 
been happening. I hope, it is being 
followed everywhere. 

Shri K. ·C. Sharma (Sardhana): It 
must be followed. 
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Shri S. M. Banerjee: How do you 
-know? 

Shrimati BeDa Cbakravartty: 5111'1 
-Sharma has great faith. I would be 
very happy if this is being followed. 

One of the biggest groups of people 
who evade income-tax are the con-
tractors. If I had the time to go 
through the Mahalanobis Committee 
Report, I would show that the people 
who made the biggest amount of 
money. that is anyone group, they 
are ihe eontractors and it is the 
-1:ontractors who are escaping income-
;tax assessment. 

Shrl BaIIIaDathaIl Chettlar (Karur): 
'On a point of order, Sir. The hon. 
Member referred to the report of the 
Mahalanobis Committee. Has she got 
.a copy of the report? 

Shrimati Rena Chakravarlty: Yes, 
'Sir; I have got a copy of the Mahala-
nobis Committee Report. 

Shri Ramanathan Chettlar: It has 
not been laid on the Table of the 
Sabha. 

Shrlmati Rena Chakravartty: 
would like to tell the han. Member 
that they promised to lay it on the 
<].'able of the House over a month ago 
and they did not do so. We have 
been able to get a copy already and 
if yOu like we can put it on the 
"Table. 

Shri Ramanathan 
not place it on the 
.House? 

Chettlar: Why 
Table of the 

Shrimatl Rena Chakravartty: As a 
matter of fact, .. s regards these 
contractors. as SOOn as a payment is 
made. can't we take caution money? 
In my own State of West Bengal. in 
Durgapur a sub-contractor of Kuljan, 
-has just escaped. They have gone 
llway; they have gone abroad. They 
have not paid the income-tax. All 
these things are there. So, this is 
really a contractors' paradise and we 
should be in a position to be able to 
.check these loopholes. But we find 

none of this in the speeches made by 
the hon. Minister. 

I would like to say a word or two 
about the employees of the Income-
Tax Department. When my hon. 
friend, Mr. Masani. pleaded on be-
half of the L.I.C. employees-of 
course, he was very careful-he just 
pleaded a little bit that there should 
be better relations between the L. I. C. 
and its workers. But he did not 
really put forward what he thought 
was the legitimate demand of the 
workers_ Naturally. he could not do 
so. I would have done it. But I 
will leave out the L. I. C. because the 
hon. Minister has said, once bitten, 
twice shy. I come to the !nCOD»-
Tax Department. Income-tax is some-
thing with which he is directly con-
nected ... 

Shrl T. T. Krlshnamaehari: The han. 
Member does not want me to be shy 
at all! 

Shrlmati Rena Chakravartty: I do 
not think he is shy. If he asks me, 
he is not shy at all. He just poses to 
be shy. 

The work of the Income-Tax De-
partment has come in for a good deal 
of criticism in the press and among 
the public. We do criticise our In-
come-Tax Department. This is pecu-
liarly a department where the ratio 
of officers to the clerical staff is 1 :3. 
The entire structure is income-tax 
officer oriented. Every thing is 
around that. The strength of office 
establisment is related not to the 
work involved but to the officer. 
This departmental structure needs 
to be revised in the light of 
the work-load. An Income-Tax 
Officer's duties consist almost sole-
ly of working out the total income 
of the assessee. Every other thing is 
left to the Inspectors and Clerk, 
whose duties both in nature and ex-
tent are mounting from day to day. 
It is very obvious to all of us in thi, 
House. Too many reports and return, 
and that too in a sbort time by too 
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few men have become a bane of the 
department. The large mistakes dis-
,covered in the Audit are in most ins-
tances due to the heavy pressure of 
work. That is a case in point. As 
a matter of fact, I would say, even 

1:he fact that the Minister has brought 
80 many amendments, mast of which 
should not have been there at all 
,except one or two basic ones, points 
-out that the Department is not work-
ing as it should. 

Then a crowd of quali1led candl-
-dates are waiting indeftnitely for 
pi'dri1otioil to the grade of Inspectors 
.. nd officers. The outsiders are re-
-cruited direct in preference to these 
departmental men who deserve pro-
motion. It Is said, let us have fresh 
DIced and that the people inside the 
-department have become corroded. 
But at the same, I would say, this is 
such an intricate thing that the rules 
of the game or bypassing of the rules 
of the game have been learnt best 
by people who have gone through the 
mill and it is necessary that they 
lIhould get the incentive of promotion. 
'The non-recognition of tried and 
otherwise trusted departmental men 
has bred discontentment. 

The Second Pay Commission re-
'Commended that there should be no 
-direct recruitment to the Upper Divi-
'sion Cleck cadre. The Board of Di-
rect Taxes are recruiting raw and 
inexperienced men to the Upper 
Division Clerk cadre when there are 
m.any others who could have been 
promoted. I was also very surprised 
to find that the steno-typists of the 
Department have been given a raw 
deal inasmuch as their special pay is 
not treated as pay in the 
matter of f.xation of their pay 
When they are promoted as Up-
per Division Clerks. I also found that 
one of the recognised wC'rkers' body 
bas made very c nc~ t  proposals for 
the reorganisation of the Income-Tax 
Departm<'nt with a view to making it 
more efficient in its functioning, the 
thing which we have always said that 

the workers' bodies should do, but 
they have not even got a reply from 
the authorities. This is really, to ny 
mind, rather unfortunate. We are 
always told that the wo:kers' bodi!ll 
only plead for more pay and they Jo 
not look to the betterment of taR-
ciency of the Depa:tment. But :leJ. 
they have made very concrete pro-
posals in regard to the efficient fun-
ctioning of the department. I would 
urge that it should be looked into, 

Only one or two points more and I 
will have done. This ia regarding the 
Audit and Accounts Department. We 
know that the great Mughal no longer, 
exists. I muat say that the Auditor 
General is a very great man from the 
point of view_ of the Constitution. But 
as far as the employees are concern-
ed, I do not see any reason why the 
same laws should not apply to them as 
would apply to other Government 
servants in any other department. The 
hon. Minister himself knows how the 
great Mughal, the Auditor General, 
has behaved to his employees who 
were thrown out after the strike. 
Every other Department of the Gov-
ernment has taken them back. There 
are only a feW left out-one from P. 
& T. Department, two from Defence 
and maybe one from Income-Tax De-
partment. Everybody else has been 
taken in. But as regards this Audit 
and Accounts Department, 51 emplo-
yees are still out of service. It is 
most surprising. Although many 
people have gone and seen the Audi-
tor General, he behaves in a manner 
as if he is above everything else, 
above everybody else. Certainly, we 
do not say that we shonld interfere 
with his audit and checking tnd what 
opinions he should give. Let him be 
above Parliament. But employer-
employee relationship has to be the 
same as in every other Department. 
It is surprising that the people have 
had to gO to law cou:ts. In Bombay 
alone, the Department lost ~i  cases. 
Is it not disgraceful to the j!reat posi-
tion of the Auditor General! In one 
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of the cases, this is the judgment 
IOven: 

"Obviously, none of the officers 
attempted to take any explana-
tions given by the Petitioner .. 
It is apparent to me that the In-
quiry Officer was completely 
biased .... I am shocked to find 
that the whole of the assumption 
is entirely false ...... 

Then, again in Nagpur two cases 
were decided against the authorities. 
Instead of reinstating its employees, 
the authorities have decided to con-
duct fresh inquiries. As a matter of 
fact, the Secretary himseH was sus-
pended and he went to court and 
after that he was to be reinstated by 
the court and now not only he has not 
been reinstated but a fresh charge-
sheet has been given to him. Is it 
not a vindictive attitude? As far as 
employer-employee relations are con-
rerned, we should have the same laws, 
the same attitude, applied to the 
Audit and Accounts Department as 
would apply to any other Govern-
ment Department. However high may 
be the position of the Auditor-General, 
the same laws should be there. The 
days of the great grand Mughal are 
gone and v;ith it must go this con-
temptuous attitude of the Comptroller 
and Auditor General. 

Shrlmati Renuka Ray (MaIda): .Mr. 
Deputy-Speaker, Sir, general discus-
sion on the Finance Bill is the one 
occasion on which one oan bring up 
and discuss overall problems. Alth-
ough the time at my disposal is little, 
I would first like to stress some over-
all problems with which we are faced 
in this country today. These matters 
have been raised in this House befo:"e 
but baving assumed such great pro-
portions they need to be reiterated 
and something done about tbem. 
There is the Kashmir issue boh in the 
U.N. and in Kashmir itself. I do not 
intend to dwell on that but I do want 
to say for a minute something about 

its inevitable repereussions on the 
East Bengal minorities :md the reper-
cussions of that in our country, that is 
going on today. I am dwelling on it: 
only from this angle that the Horne 
Ministers' Conference was held in 
Delhi recently and it is very surpris-
ing that in the statement that carne 
out of that Conference we find that 
there is a tendency to equate the pro-
blem of the minorities of the two-
countries. 

Sir, I join with all those who have 
condemned outright what has happen-
ed in India, the retaliation that has 
taken place on innocent v ictirns. I 
know that Government is taking 
every measure to put down this thing. 
I had been, Sir, to the borders of East: 
Bengal. The· condition of the refugees 
is pitiable, in Gade (Nadia dist:"ict), 
Platrapol (Bongaon Sub-division). 
transit centres at Hasanabad and 
Howrah and Sealdah stations. They 
are suffering very much. I can say 
from past experience about this pro-
blem that the condition in which re-
fugees a:"e coming today are far worse 
than what was the case before, the 
injuries they are suffering are much 
greater than what they did beforlt 
when their numbels were much grea-
ter. Why in that case, is there this 
tendency to tone it down? I under-
stand the difficulties i~  Govern-
ment are facing in this regard. What 
we see is that the world , <outside is 
equating the problem. I am sure the 
hon. Finance Minister ~nd his colle-
ague the hon. Home Minister would 
have seen what has been .... ritten in 
the Time Magazine and other periodi-
cals also. Therefore, it is most im-
portant, and I would a tic a~  plead 
with the hon. Finance Minister, that 
the world outside should knClw the 
facts about this problem; and in faet, 
we should take the help of the world 
in this regard. There is no rea'Clll 
why in this matter of rehabilitation of 
thousands and lakhs of people who are 
coming ~~ outside, when we have 
already rehabilitated many, why we-
should not ,et the helll of tlIe wor14 
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organisations. I do not know why we 
should not take this help. If we can 
take food for our people under P.L. 
480 from :.meriea, surely, there is no 
humlliation for taking help in regard 
to the re-absorption of these unfor-
tunate victims who are coming from 
outside for haven in India. 

Sir, I now tum to the economic 
position in the country. The Mid-
Term Appcaisal brought to light the 
startling state of affairs and I have no 
doubt that the proposals which the 
hon. Finance Minister has brought 
forward in this Bill are formulated 
with a view to getting over some of 
these difficulties which have arisen. 
The rate of growth has ~  down to 
2.5 per cent in place of 5.6 per cent 
and, naturally, the Finance Minister 
must take account of these things 
when he formulates his financial pro-
posals. Our fiscal policies must of 
eourse help towards attaining our 
socialist objectives on democratic lines 
and that is of paramount importance. 
As page 6 of the Economic Survey 
says: 

''The Acceleration on {'eonomic 
growth must be achieved in an en-
vironment of reasonable stability 
of prices if the levels of living at 
the most vulnerable points in the 
society a~  to be protected and 
raised and if the economy as a 
whole is to be freed progressively 
trom external assistance." 

The hon. Finance Minister has sum-
marised the position when he says: 

"The rate of economic g-owth, 
the problem of prices and all 
balance of payments are inter-
related and have to be taken as 
an integrated whole". 

Sir, let uS for one moment dwell on 
the proposals in the Bill itself, the 
reimposition of the Expenditure Tax, 
"the higher rate of Estate Duty, \he 
Capital Gains Tax, the Wealth Tax, 

the Gifts tax and the removal of the 
inequitous super-profits tax. These 
are all welcome. These are all mea-
sures which I am sure all those who 
believe that we should move towards 
a socialistic sodety will support. 

Then, Sir, my predecessor spoke 'a 
.ood deal about the loopholes in tax 
evasion and the need for plugging of 
the loopholes in tax evasion. I think 
the han. Finance Minister must 
be congratulated here at least for 
having taken a forward step in the 
right direction. I do feel that this 
jwill bring about a great deal of 
change and that we shall be able to 
get in some of that money which we 
did not get, which we have not been 
getting in the past. At the same time, 
Sir, 1 do feel that it would have 
been better if he had left the Bill as 
it was and not made the changes 
which have been made in his state-
ment today. I do realise that it might 
so happen that with malicious intents, 
things might be taken advantage of. 
But, thi!lgs have been going on so 
much in the contrary direction that it 
has been so difficult to get to know 
how the evasion takes place. Any 
measure even if it be a little too 
stringent is welcome. I would there-
fore still plead with the Finance Min-
ister not to move the amendment on 
this account, and to consider whether 
he could not leave the clause in the 
Bill as it is. 

I am glad--{)f course everybody 
must be--that the Compulsory Sav-
ings Scheme has been given up and in 
the amendments that have been 
brought in now, the Finance Minister 
has told us that certain tax relief is 
being given for income upto 
Rs. 9,000 and marginal relief upto 
Rs. 15,000. But I would still plead with 
him even at this late stage when the 
Bill is coming through to ~ t from 
taxation the lower income groups, to 
raise the exemption limit, so that 
these people who belong to the mar-
ginal groups, who find it impossible 
to bear taxation, will get some relief. 
Broad-basing of the tax would be all 
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right it they had at least a minimum 
standard and minimum income; but, 
since their income is really below any 
mmnnum standards as we under-
stand them today, I would request 
him once more to raise the exemption 
limit and leave these people out. 

Now, Sir, there has been a good 
deal of criticism in regard to the con-
cessions to the corporate sector given 
by the Finance Minister. Sir, as we 
have a mixed economy, we have to 
some extent take account of the fact 
~t those who operate in the private 
sector also do operate in such a man-
ner that economic growth does take 
place in a proper way and to that 
extent the Finance Minister has en-
gaged his mind in this direction and 
has made certain concessions; but I 
would like to ask him why it was 
necessary to make any further con-
cessiOlis as announced by him today 
in regard to the tax for capital gains. 
I hope that 'he will consider this mat-
ter over again and in any case, I am 
sure. with his pragmatic approach to 
problems, he will give his considered 
judgment in regard to this matter 
and see whether these concessions re-
ally lead jo that improvement in our 
position that is expected of them. If, 
however, it does not happen, I hope, 
he will withdraw .the concessions 
that have been given by next year or 
at least those of the concessions which 
do not bring about any improvement 
in the position in the country. 

In this respect, Sir, he has taken 
one step in the right direction which 
I (larticularly want to stress, that is, 
his recognition of the need for cor-
rectives Jor the diversion of resour-
ces from low priority channels into 
necessities. It is strange, Sir, but true, 
that we hope to be producing goods in 
the private sector. mostly those need-
ed for an affluent society and yet the 
necessities are not being produced. It 
is therefore that even thIs one step 
that he has taken in the rIght direc-
tion ls to be weWomed. EY'I!J1 the 10 

per cent rebate which he ha9 intra-
duceci will help to some extent. I 
think it would help Us if he would 
haVe provided some direct disincen-
tives to those who are producing the 
goods which lI!l"e not necessary to-
day. Aior-conditioners and luxury 
~ ic  come, but the necessities do 
not come. When they are producing 
luxury goods and do not produce the 
cloth for the poor man, it is very 
necessary that disincentives should 
be there for low priority needs. And 
production should be canalised intG 
th.e necessities. 

14.00 hili. 

Then, I come to the question of rise 
in prices. I have very little time to 
go into it in detail. But I am surry 
that the hon. Finance Minister's 
speech did not contain a little nlore 
reference to this question of prices, 
becaUSe there is no doubt that the 
prices are sky-rocke.ing in 3uch a 
manner that it is impossible for us 
to consider what the future will hold 
for us. That is why I have made 
this plea for exemption from income-
tax for the low income groups. But, 
apart from that, why is it that even 
now We are not able to concentrate 
our energies on provi!.l.ing cheap food, 
cheap education, cheap cloth and 
cheap transport. These are the foUJ' 
priority needs. Whatever steps we 
may take, it is not possible ir. a deve-
loping economy to control prices as 
a whole. But surely, we can either 
control the prices of these things or 
provide them at subsidised rates in 
SUC'h a manner that the ~ t SE'C-
tions of society will get some benefit 
out of it. 

This leads me on to the question or 
the administrative apparatus of thIs 
country, because one of the easons 
why we do not and cannot take pro-
per cognizance of short-term measures; 
to control prices in a proper and 
adequate manner even in regard to 
foodg-rain prices,- is because or ate 
inefficiencY of the administrative 
apparatus. We hesitate to do anythine 
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because we know that this apparatus 
Is so inefficient and full of currupuon 
that we have not been able to go 
ahead. But instead of taking haltlnl 
measures of reform in regard to this 
matter, we should try to do some-
thing regarding the improvement ot 
the administrative apparatus. I am 
afraid that all the policies that we 
have an1 all the p'ans and measures 
through which the Finance Minister 
is try:ng to net more money i1&to tne 
ex"hequer to be spent on our plans 
ets. wili not be of much account un-
less the administrative appa::-atus IS 
changed to fit in with the n ~d  of 
today. A transformation is ~. i d 
of the entire apparatus. It is no use 
talk'ng of organisation and methoQs 
division to eliminate red tape anel 
various other things about which a 
lot of lit"rature ha. been produced 
by tl-c Horne Ministry, because that 
is not enough. We have to change our 
outlook completely from the top to 
the bottom. 

There is one thing that is lacking 
in our country. We have 'Biked a 
good deal about social welfare and so 
on. But while we have an industrial 
policy resolution, we have no social 
policy resolution today, although 
there are so many prOVlSIOllS em-
bedded in the Constitution which 
deal with the sJcial matters. What is 
needed in our country today is a 
social administration, as it is under-
stood, because only then we shall be 
ab'e to deal with these problems pro-
perly. 

There are scores of examples In 
regard to our failure to deal wi:h t"e 
probl"ms properly. There is t.he whole 
subject of backward classes, where 
we have not gone forward in spite of 
spending crores of rupees. 

Then. there is the question of pub-
lic undertakin.gs which are so vital if 
We are to attain our sociallst objec-
~i . Of course, we are trying to 
evolve, but I would empha;;ise in 
particular that we must evolve some 
system of administration which while 
keeping accountability to Parliament 

will do away with all the restrictioll$ 
that even now operate. It is true that 
in spite of all the changes that have 
been made on paper, there are cer-
tain restrictions that come from the· 
ministerial levels, which make it im-
possible for those who operate in the 
public sector to do their work in a 
proper fashion. 

Before I conclude, I would plead 
with the Finanee Minister once again, 
before the Bill is passed, to briTlg in 
an amendment provlel'ng exemption· 
to the lowest inc -ta - ~ in  

group. 

Shri T. T. Krishnamachari: It i~ Rs. 
4000 now for married people ~t  two 
children. 

Shrimati Renuka Ray: Has the hon. 
Minister exempted? 

Shri T. '1:. Krishnamaehari: That is 
what I have announced today. 

Shri K. C. Sharma: He is sympa-
thetic only to the married people. 

Shrimati Renuka Ray: 
that it was Rs. 3400. 

thought-

Shri T. T. Krishnamachari: It is Rs. 
4000 for a man who has got married 
and has two children. 

Shrlmat:i. Renuka Ray: In that case •. 
it is a real relief, and I welcome 
this measure. 

But, I would also like to pomt out 
that we are trying, on the t ~  hand, 
to plan the families so as to bring. 
down the population. In any case, I 
am glad to hear of this exemption 
which the hon. Minister has announc-
ed this afternoon. I thought fuat the 
exemption was only up to Rs. 3200. 
But if it is up to Rs. 4000, then it is 
of some relief. But I hOPe that he 
will give that much energetic atten-
tion to the question of prices as lilt-
has given to the fiscal policy, beC'ause 
if he does that I am sure we shall be 
able to deal with the problem in some-
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'manner so that the prices on the home 
tront will be maintained properly. 

With tihese words, I would like to 
'support the taxation proposals. 

Mr. Deputy-Speaker: Now, 8hri 
V. V. Thevar. 

Shri V. V. Thevar (Thanjavur): 
.Stctrted speaking in Tamil. 

MT. Deputy-Speaker: The hon. 
~  has to give a translatic,ll of 
his speech in English. Has the han. 
Member got the copy of the English 
-translation? 

Dr. P. Srinivasan (Madras North): 
It seems that he has already submitt-

·ed the translation. 

·Shrl V. V. Thevar: Mr. Deputy 
-Speaker, Sir, it is good to see that the 
'package programme is being extend-
oed in the present Emergency. But, at 
the same time, we must look into the 
sorry plight of the Agriculturists. 
The Thanjavur constituency,. which I 
am proud to represent. consists mostly 
<If Agriculturists and Fishermen living 
near the sea-shore. After the Land 
·Ceiling Act came into being, many 
more people have become owners of 
agricultural lands than ever before. 
The Agriculturists are fully aware of 
their responsibilities to increase their 

-production in accordance with the 
country's need. They 3,lso know that 
they are solidiers in the field. 

But, unfortunately, Agricu:turists 
are now put into a lot of difficulties. 
The reason for this is the reduction 
in the fixation of 'the price of paddy 

~n purchased from the Agricul-
.turists. Fu other more, the State 
Government has increased the land-
1ax and the Central Government has 
I'educed the price of paddy. 

I may add that the pric" ct the 
.Agricultural implements and cost of 

cultivation have gone tenfold. There-
fore, it is essential that either the 
price of other commodities must be 
brought down on a par with ~  vrice 
of the paddy or the price of the paddy 
must be allowed to go up H"re I 
would like to point out that there ' is 
variation in tfhe fixation of price bet.-
ween Madras and West Bengal States. 

The State Government levy Agricul-
ture Incme-tax on the basis of said 
expenditure of rupees hundred per 
acre, whereas the package programme 
experts place the expenditure incurred 
per acre as Rs. 150. But facts speak 
otherwise. In fact, the agriculturists 
have to spend as much as Rs. 360 per 
acre. As honourable Members are 
aware, agriculture is not a dependable 
profession. Apart from the na'ural 
calamities, one has to save fhe crops 
from pests, diseases, rats and other in-
sects. 

The Mill-owners and traders purchase 
the paddy from the agricult uris!! 
at the minimum rate quoted by the 
Central Go·;prmnent. For -::xample, in 
Madras dftpr purchasing the produce, 
they give only 20% to the Government 
and se 11 the rest to the pub lie at an 
exorbitant rate. I very much wish that 
the brokers, the Mill-owners and trad-
ers must be eliminated because the 
agriculturists themselves are prepared 
to sell their produce directly to the 
Government. Because of the existence 
of mill-owners neither the agricultu-
rists nor the people are benefited in 
anyway. The Government is benefit-
ing neither. 

The Government is prepared to pay 
higher price for the import of rice 
from foreign countries. If the Gov-
ernment pays the same orice for the 
procurement in this country, I am sure 
that there will be great impetus for 
production resulting in self-sufficiency 
at an early date. 

The agriculturists must have a decent 
margin left in their hands after incur-
ring the expenses, paying taxes etc. 

"English translation of the speech delivered in Tamil. 
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Then only they will have sufficient 
enthusiasm to produce more. I request 
the Government to go deep into the 
grievances of the tillers of the soil and 
do the needful. The lands which are 
under the control of the Forest Depart-
ment may be utilised for agricultural 
purp"ses provided they are fit for 
cUltivation. 

Improvement of live-stock is one of 
the main items in agriculture. But no 
provision has been made for the 
development qf animal husbandry in 
the Package Programme. At present, 
facilities do not exist for grazing 
grounds and general improvement of 
live-stock. Any amount of chemical 
manure will not yield cood result in 
the long run unless adequate quantity 
of farmyard manure is used along with 
chemical fertilizers. So, it is essential 
to give importance for the improve-
ment of live-stock in package pro-
gramme. 

The prevailing Goshala Scheme is 
not satisfactorily working for want of 
improvement of live-stock according 
to the Co-operative Registration Act of 
1860. It is not giving opportunities for 
private institutions. If private insti-
tutions are allowed to 1)e benefited by 
this scheme, there is no doubt that both 
quantity and quality of iive-stock will 
be improved. 

At present buffalo calves six to 
eighteen months old are being pur-
chased at Rs. 150 by the Government 

. of India and distributed free of cost. 
They are not good breeds and free from 
diseases. The calves supplied to Mad-
ras area are not coming up well due 
to long journeys and climatic condi-
tions and many die as they are very 
young. Improvement of live-stock is 
most essential for the d('velopment of 
agriculture particularly in Thanjavur 
District of Madras Stat0. where the 
agriculture is being developed under 
package programme. I, therefore. sug-
gest starting a centre where the Mur-
rah Calves can be brought and fed for 
a year or SO and then they may be 
distributed to the agriculturists. Thus, 
523(ai) LSD-S. 

the opening of a Centre or Centres in 
the South for the distributiOn of calves 
will definitely yield better results and 
bring more benefits to the agricul-
turists. 

In ,the non-C.M.P. and the tail-end 
C.M.P. areas in my constituency which 
are Thanjavur, Orathanad, Pattukottai 
and Aranthangi Taluks, the peasants 
are suffering dUe to lack of irrigation 
facilities and proper supply of water. 
To remove their difficulties, may I 
suggest that the Bore-well experiment-
al tests can be started as early as 
possible. Further, the jungle streams 
which are running in the above area 
can be used for minor irrigation pur-
poses by constructing dams which will 
not be very expensive. Despite the 
variation in the duration of water sup-
ply between tail-end and non-taii-end 
areas, three months and six months 
water-supply for cultivation respecti-
vely, the Government is collecting the 
same amount of Revenue Tax. The 
tail-end area peasants are unable to 
pay the amount of Revenue Tax due 
to the low yield of their lands; the 
Government may fix proportionately 
reduced rates of tax and cess for the 
tail-end area' in accordance with their 
lower-yield. 

The fishermen and Harijans, who 
are living in the coastal areas in Than-
javur District are suffering from natu-
ral calamities such as cyclone, flood etc. 
It is not exaggeration if I say such 
natural calamities had taken away the 
lives of some. As a remedy, the Gov-
ernment may come forward to provide 
free housing facilities for them. More-
over, the subsidy given by the Govern-
ment to the families of earning per-
sons who lose their lives is not enough 
to maintain the family at least for a 
couple of mon,ths -. thoui!;h not Ii year. 
So. the Government may incre3se the 
amount of subsidy te the affected per-
sons. Further, the fishcrmen !-tave to 
face one more hardship. that is. the 
non-availability of pucca roads. Due 
to this, the fishermen find it difficult to 
take their fish to the market in time. 
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Besides constructin2 roads, the Gov-
ernment can come forward to provide 
Mobile Ice Vehicles, Nylon threads and 
Steam-boats to the fishermen. 

may further draw the atten-
tion of the Government to the 
long standing need of the Mad-
ras State for developing the existing 
East Coastal road ~t  Rustha) 
between Madras and Kanniyakumari 
into a national high-way. At present, 
there is no proper road system in the 
east coast region in M'Idras State and 
only k1Ltcha road exists "10Stly. The 
people in this region .He economically 
backward and one of the main factors 
for their economic and social back-
wardness is lack of transport facilities. 
Besides, smuggling appears to be ram-
pant in these regions and the Gover'1-
ment has sO far not been able to com-
pletely check this evil, which is affect-
ing the economy of this country due 
to lack of road facilities. The develop-
ment of roads referred to above will 
have direct bearing for defence and 
further tourism. Though the develop-
ment of the east coastal road is pri-
marily the responsibility of the State 
Government, sO far the scheme has not 
been taken up by it for want of ade-
quate financial resources. Their app-
roach to the Central Government for 
financial assistance has so far not been 
successful. I hope that either from the 
loan oroposed to be taken from the 
World Bank for Road Development or 
through other sources financial assis-
tance may be given to the Madras Gov-
ernment so as to enable them to take 
up the work for execution during the 
present plan period itself. It is under-
stood that neoessary estimates fnr this 
has already been submitted to the 
Ministry of Transport by the State 
Government. 

I further wish to empha,;ise the im-
portance of Kalakam to Avidayarkoil 
road in Pattukkottai taluk, Tanjavur 
District, Madras State. A few jungle 
streams are cuttin2 the road and there 
are no bridges. More than fifty thou-
Gand people in Perumagaloor range 
have no transport facilities except that 

road. During the rainy season, the 
people are being isolated because of 
floods. The Central Government can 
come forward to give assistance from 
the Central Road Fund to solve the 
difficulties of 50,000 people. 

I took opportunity of payin2 visits 
to four Panchayat Unions in my con-
stituency. I am very glad to inform 
you that the people are happy over 
the achievements of Panchayat Raj. 
I have to point out that the adminis-
trative staff is top heavy and some 
retrenchment of personnel is ncces-
sary. An enquiry into it will yield 
useful results. 

Now, Panchayat Union Offices. which 
are not having their own buildings are 
housed in private buildings paying 
exorbitant rent. Further, proper and 
decent accommodation is not available 
though heavy rent is paid. The need 
for -construction of buildings for hous-
ing the Union Offices is very urgent 
and has to be attended to. 

I would like to place the followinl! 
suggestions regarding the eradication 
of the evil of corruption from public 
life. which is eating in~  the vitals of 
our society. It has grown into a stu-
pendous problem, seriously engagin,ll' 
the attention of the Government and 
the public alike. Unless this evil is 
eradicated, it would impede all the 
efforts of the Government in imple-
menting the socialistic policy. In order 
to root out corruption, the leng delay 
in the offices should be avoided. Both 
State and District level committees 
are very necessary. Apart from the 
State Committees, District Commi'-
tees should be established' at district 
levels to go into the question of cor-
ruption. These District Committees 
may be composed of the retired senior 
State officials and the representatives 
of the people like M.Ps, M.L.As and 
Chairmen of the Panchayat Unions. 
These Committees should be consulted 
in awarding punishments to the cul-
prits concerned. subject to an appeal 
to the State Committee. 
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I welcome the present Gold Control 
Act but with one reservation, As per 
the Tamilians customs and conventions, 
it is necessary on the part of the bride 
to wear the Thali' (Man,e;al Sutram) 
made out of pure gold, The people in 
Tamil Nad are in no mood to accept 
the "Thali" made out of 14 ct, gold, 
Therefore, the Government may allow 
the people to purchase a small pres-
cribed quantity of 22 ct, .eold for 
making "Thali", 

Now, in addition to granting increas-
ed Dearness Allowance to 1heir em-
ployees, the Central Government have 
also classified the cities according to' 
the cost of living index and according 
to population figures, This has created 
a slight sense of heart-burning among 
State Government employees, In t.his 
connection, when our Finance Minister 
had been to Madras recently, the State 
Government employees had met him 
and handed over to him a representa-
tion pointing out their grievances and 
requesting him that the Central Gov-
ernment may eive some financial help 
to the State Government in this 
regard, I would like to recall that 
such types of concessions had been 
givell by the Central Govermpent ear-
lier also to the State Government, for 
instance, financial assistance in 1957, 

1 must point out that grant of vary-
ing rates of dearness allowance and 
alber concessions to employees worK-
ing in the same place does not fit in 
with the federal structure of a country 
like ours and also with our clemocra-
tic form of Government based on equa-
lity, Therefore, I would request the 
honourable Finance Minister to '8ee 
that the Central Government .eives the 
nece5Sary grants to the State Govern-
ment so that the latter may grant to 
their employees the same Dearness Al-
lowance as is paid to the Central 
Government employees, 

I welcome all the staeps which were 
taken by the Government for the 
national integration of India, I would 
like to point out that "Thirukkural", 
the most important Tamil literature 

eAiorcing the code of conduct suited to 
societies of all countries may be trans-
lated into other languages and taught 
in alJ plllces of India and I am sure 
that it would definitely be a further 
step in the advancement of national 
integration. 

Shri M. R, Masani (Rajkot): Sir, 
this mllrning, listening to the Finance 
Minister I thaught that he !"esembled 
a Doctor who was attending on a 
·patient. Having first taken the pulse 
and opined that there was no tempera-
ture, the Doctor then puts the thermo-
meter into the mouth of the patient. 
When the thermometer reveals that 
'there is high fever, the Doctor throws 
aside the thermometer and says, "no, 
no, tha"! is not the real index; there are 
more occult ways of finding out whe-
ther the man has temperature or not!" 

When the Finance Minister intro-
duced his Budget six weeks ago, he 
believed that he was introducilljC a 
budget that would restore confidence 
among investors, 'that it would tone up 
the very depressed state of our econo-
my and would give a green signal for 
the country to go ahead, 

Unfortunately, in the last six weeks, 
the persons and groups concerned have 
failed to see the beauties of his budget. 
They have reacted exactI, the other 
way, They have lost heart. The capi-
tal market has collapsed. The indus-
trialist is demoralised and no more 
'capital issues need lie expected. The 
Finance Minister says now ''Don't go 
by the Stock Exchange; don't go by 
.the prices <If shares; I have better 
ways of knowing that business confi-
dence is being restored," Well, Sir, 
he may console himself with this 
thought, But I may tell hini that, after 
listening to him this mornine. what-
-ever hopes may have been raised in 
the last seven or ten days that some 
major rectifications in the bud!:et wera 
forthcoming, those hopes have now 
been dashed by him by his announce-
ment this mornine, I say that because, 
although he has tabled 77 amendments 
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and has promised US a few more to-
morrow morning to give us more 
home-work-he is certainly keeping us 
busy these days-the fact is that, 
except for one or two of them they 
do not change the picture at all. 

There are one or two amendments 
which he indicated this morning which 
we Shall look forward to. Maybe they 
represent a little undoinl: of the 
damage done by the proposals, but by 
and large, the picture remains as black 
and bleak as it was six weeks ago. I 
may reassure the hon. lady Member, 
who sPoke a little earlier, that there is 
no need for her to worry about the so-
called concessions given and no need 
to worry about any improvement re-
sulting from them. There are no con-
cessions worth the name and there will 
be no improvement. She may relax 
and be content that she can have a 
little hand in ruininl: industry and 
trade in this country. 

Shri T. T. Krislmamathri: The hon. 
Member may also reassure the lady on 
the other side. 

Shri M. R. Masani: One lady at a 
time to reassure is enough! 

The fact that 77 amendments had to 
be tabled yesterday, and a few more 
have to come by way of amendments 
to the amendments 48 hours later does, 
however, show something else. It 
shows with what great care and 
thought the financial proposals of our 
Government are presented to Parlia-
ment and the country! They are so 
well worked out that they stand the 
test of time. They go down like the 
rocks on which are inscribed edicts 
that go down through the centuries! 

We shall consider these new amend-
ments tomorrow and on Tuesday when 
they come before us. But I do not 
mind saying that as the budget, as 
amended now, emerges, the cumulative 
effect of the surtax on profits, the 7t 
per cent. equity dividend tax and the 
imposition of capital gains tax on bonus 
shares in the hands of" sharehnlders 

coupled with the expenditure tax ana 
the savage excise duties and the gift 
tax would combine to push even a 
solvent economy-and ours was not 
during the last twelve months--
down the steep slope to insolvency. 

Nothing. less than, the complete 
dropping of the dividend tax and capi-
tal gains tax on bonus shares could 
possibly save the situation. Not only 
has that not been done, but we have 
not even gone ten per cent in that 
direction. Therefore, we--those of us· 
who can see a little ahead-must aban-
don hope for the next twelve months 
of any improvement in our parlous 
economic condition. We :nust recon-
cile ourselves to the continuance of 
inflation· a1 a galloping pace. 

Shri T: T. Krishoamachari: It is 
virtually Paradise Lost! 

Shri M. R. Massoi: When-let us 
say in December 1964-we look back 
on this budget and the Finance Bill. w& 
shall all have to come to the conclll3ioll< 
that, in its own way. it is as big a dis-
ast&r for the country as Shri Morarji: 
Desai's budget was last year. 

The sad thing is tlhat this crushing. 
burden of taxation is not even neces-
sary. No additional taxation, direct or 
indirect, was necessary if the revenues 
had been properly estimated and out-

. standing taxes effectively collected. 
There has been, as we know a habitual 
under-estimation of revenues. The 
Hindustan Times gives figures, which 
I presume are at least roughly 
accurate, because the Times of India 
has fairly similar figures, which say 
that in 1960-61, the variation of 
actuals from estimates of taxes was 7 
per cent. In 1961-6Z, the gap widened 
to 14 per cent and in 1962-63, it went 
further to 18 per cent. This shows 
that the Government machinery for 
under-estimating tax yields is, un-
doubtedly being perfected from year 



11687 Finance CHAITRA 28, 1886 (SAKA) Bill II638 

:to year and may reach V&y much 
higher levels in the years to come, if 
.the socialist pattern remains intact? 

Similarly, corporate taxes were 
under-estimated in 1962-63 by about 
Rs. 42 crores or 24 per cent. The eXcise 
-duty on one item was off the mark by 
241%. But the President of the 
Indian Drugs Manufacturers' Associa-
tion deserves a prize for having traced 
·one item of excise duty, namely, that 
on patent and proprietory medicines . 
in the Finance Bill of 1963. He points 
out that the estimate there was Rs. 20 
lakhs but the collection at the end of 
the year is over Rs. 440 lakhs from 
that one item. Rs. 440 lakhs yield, 
Rs. 20 lakhs estimate-a variation of 
2200%. I am sure this takes the prize 
for mis-estimating the revenue 
throughout the budgets of the whole 
world. I do not know if any other 
country can be beat this mal-estimate, 
wrong estimate of 2200% on an 

-Excise duty. It will not be unfair to 
.say that this under-estimation is a 
deliberate policy of this Congress 
-Government fOr the last few years, 
that it is a policy of grab worthy ot 
buccaneers and bandits and not of any . 
modern civilised gcnrernment. I say 
this because, but for this miscalcula-
tion, there would be no need whatso-
ever for inflicting any more direct or 
Indirect taxes. 

I will not spend time, because of 
lack of it, on the failure to collect 
taxes, a responsibility of Government. 
'The pending assessments have snow-
balled from Rs. 4.6 lakhs in 1958-59 
to over Rs. 9 lakhs on the 1st April 
1963, that is, they have doubled. The 
'figures of collections outstanding also 
go on rising, from Rs. 272 crores at 
the end of 1962-63 to Rs. 293 crores 
at the end of 1963-64. 

On evasion, the report of our Public 
Accounts Committee of the Lok 
Sabha is there. It points out that in 
5pite of evasion of crores of rupees 
-claimed to have been detected, there 
-are no prosecutions. There was one 

prosecution launched-and even that 
case was compounded! 

Therefore, I say that this failure to 
collect arrears and this tolerance of 
evasion only burdens the honest tax-
payer. The Finance Ministry takes the 
easy way out of raising the rates of 
taxation, instead of collecting what is 
due to it. Yesterday, the Finance Min-
ister quite rightly told us that it was 
"a fundamental fact of taxation" that 
when you raise the rates of tax, yOU 
do not get more, you may get less; 
and that lowering the rate of taxation 
does not lOse revenue. I only wish 
that this fundamental fact of taxation 
was kept in mind when framing this 
budget. Obviously, it has been com-
pletely overlooked. 

The Finance Minister, in his reply 
to the budget debate, stated that he 
could not give reliefs .on excise duties 
on the needs Of the common man 
such as kerosene, coarse cloth, 
matches and sugar, because he 
believed that they would not be 
passed on to the consumer. Now, there 
Is no warrant whatsoever for this 
assumption. Just as are increase in 
existing excise duties is inevitably 
passed on to the consumer, so normal-
ly the relief given in taxation has 
normally been passed on to the con-
sumer. In any case, that is what 
Government are there to see to. There-
fore, I am afraid I cannot accept as 
convincing this plea for not restrict-
ing or reducing excise duties on the 
needs of life. 

Now, I come to another topic, the 
.. ·Inclusion in this Bill of several clauses 
changing the income-tax law of the 
land, such as, for instance, the clause 
about secrecy, the power given to 
lTOs to decide what expenditure is 
necessary for a business and what is 
not. These clauses form no part 
properly of a Finance Bill. They are 
changes in substantive law which 
should be brought in by an amend-
ment of the Income-tax Act. The 
inclusion of these clauses I consider 
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to be of doubtful validity and in any 
case grossly improper. For that state-
ment I have, Sir, the authority of 
your predecessor in the Chair, the 
former Speaker of the Lok Sabha. I 
shall quote from Volume IV, Part II 
of the Lok Sabha Debates of 1956; 
page 5922, a ruling of the Speaker of 
that time, Shri Ananthasayanam, 
Ayyangar. He says: 

"A Finance Bill is intended to 
rme taxes which would subsist 
only for that year. The main 
object is to provide funds for the 
expenditure which had been voteQ 
by the House. That is the simple 
object of the Bill. Therefore, it 
is reasonable to Say that other 
provlsiOns relating to statutes, 
which are of a more permanent 
character, ought not to be clubbed 
with it but discussed on the t\oor 
of the House in a more leisurely 
manner". 

That, Sir, was on 21st April, 1956: 

8hri Ranga: [t was a ruling. 

Shri M. R. Masani: The same ruling 
was repeated by the hon. Speaker 
later in the year, on 7th December, 
1956. I am quoting from Volume X, 
Part n of the Lok Sabha Debates of 
1956, pages 2104 and 2105. The 
Speaker said: 

"Last year, it is true that I said 
-and I still stick to that view-
that in a Finance Bill, only pro-
visions relating to the taxation 
measures to meet the expenditure ~ 
that has been voted upon by the 
House ought to be there. other-
wise, there is no meaning in a 
Finance Bill." 

And he goes on to say On the next 
page; 

"I would normally urge upon 
the Finance Minister, not only he' 
but also all his 1NCCesSOrs ... • 

-l am' sorry, Sir, that his preaent 
successor has ignored the advice of 
the hon. Speaker-

" ... not only he· but also all hi» 
successors, to see to it that only 
thOSe provisions which relate to 
the raising of taxation should be 
included in· the Bill" 
Now, Sir, the attention of the. hon. 

Speaker was drawn to this matter on. 
the 4th March by the leaders of all 
Opposition parties, and a, request was 
made that these clauses which are 
olijectionable in the Finance Bill 
should be dropped frOm the Bill and 
that the Finance M'mister should be 
advised accordingly. r, Sir, can 
only express my regret that the 
hon. Speaker appears to have failed 
to persuade the Finance Minister to 
do the right thing by the House and 
by the ruling of the Speaker. Even. 
the request made that the Bill should 
be referred to a Select Committee has 
also been brushed aside, and therefore 
we shall have the 'farce tomorrow or 
on Tuesday of change in the law 
being made without proper examina-
tiOn or consideration as should have 
been done in a Select Committee. 

8hri Ranga: Shame. 

Sbri M. R. Masani: Even now I 
would appeal to the Minister; he has 
announced today that he is bringing 
in an Income-tax Amendment Bill 
later this session; let him drop these 
half a dozen clauses which 
are in question from this 
Bill, let him transfer them to a 
new Bill, and let us discuss them a 
little later separately. That woud be 
proper parliamentary procedure. 

81ni T. T. Krishnamachari: From 
whose side would it be proper in your 
opinion? 

8hri M. R. Masani: Now I come to 
an announcement made this morning, 
namely, about the appointment of a 
Monopolies Commission and its terms 
of reference. I have nothing much to 
say about the personnel except to 
say that the fact that it ¥ composed 
entirely of offiCials is &ieniftcant Not 
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one single non-official, who can be 
expected to brine any independent 
judgment to bear on this very inte-
resting economic phenomenon of 
monopoly, is there: everyone of them 
is an employee or official of the State. 
I consider that to be a very bad 
blow struck at the report of this 
Commission by those who have 
appointed it. It will lose credibility In 
the eyes of the people of this 
country as well as of the rest of the 
world. And let us look at the terms 
of reference. It i.s not an honest anti-
monopolies commission. It prptects 
certain monopolies and excludes them 
from the purview of its inspection, 
while it points a finger at other 
monopolies one monopolist trying to 
turn the machine at other monopolists. 
Let me read the terms of reference. 

The Commission's terms are: "(a) 
To enquire into the extent and effect 
of concentration of economic power.In 
private hands". Why private hands? 
Why not alI hands? Does monopoly 
become respectable becaUSe it IS in 
the hands of Ministers? Then it says: 
"The Commission may also report on 
any other matter bearing on any 
aspect of national economy or func-
tioning of the private sector ... " - Why 
private sector? Why not State sector 
also? We find just as much misuse Of 
power in State enterprises .~  we find 
in others. There is just as much 
nepotism, just as much groupism, just 
as much casteism, and a lot of politick-
ing that goes on in our State enter-
prises. Tlurt is why they produce the 
miserable results which are reported 
to us from time to time. Why should 
all this misuse of power be protected 
from the investigations of this Com-
mission? I consider these terms of 
reference to be a fraud on the public. 
It is a deliberate attempt to lead the 
scales, to load the dice. The biggest 
monopolist in this country, the 
present Cabinet, tries to divert tb4 
attention of tha watc'hdop to mucn 
smaller monopollsts, It mere are any 
that exist. I must therefore record 
my strong protest against the way in 

which what might have been a worth_ 
while investigation is sought to be 
loaded in a political manner. 

On 3rd March, when I was speaking 
and referring to some good industria-
lists and some bad ones, somebody 
from the ruling party benches inter-
jected a question by saying "All are 
not Tatas", the implication being 
that there is only one honest concern 
and that everyone elSe is not. WeI:. 
Sir, I would like to take tbat remark 
up, because some Congress Members 
have said " Why could you not give 
any more names?" Well, I shall give 
some more names. I shaH give only a 
dozen names; names that come to my 
mind offhand; there must be hundreds 
of others, big and small, honest 
concerns. 

There are the Mafatlals of Bombay; 
there are the Godrejs; there are the 
Kirloskars of Maharashtra; there is 
the Mathuradas Vissenjee group; there 
is the Indian Iron and Steel Corpora-
tion of Bengal; there ~ the Alembic 
and Jyoti group of the Amins in 
llaroda; there are the Ambalal Sara-
bhais of Ahmedabad; there are the 
Coimbatore Cotton Mills; there are 
T. V. Sundaran and Sons, 'one of the 
finest enterprises in the South-I am 
sure the Finance Minister will accept 
that one at least. (lnteTTUption1. 
They are my friends and hiS, common 
friends.-There is the Bombay 
Dyeing Group; there is the Simpson 
group Of Anantaramakrishnan; there 
are the Kbataus; there is the Asso-
ciated Cement Company; there are 
the Ghias; there is the Chidambaram 
group in the South. And I could go 
on' if somebody wanted he could 
~  a catalogue of hundreds of 

honest-to-God industrial concerns in 
this country. 

Sir, I was very glad to read a few 
days ago the press report-I have not 
seen the Report yet, it \s being printed 
-regarding the Santhanam Report. 
Here at least comes a breath of fresh 
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air. There are several findings of the 
Santhanam Report to which one res-
ponds. Time does not permit me to 
make a review of the Report, but I 
will mention one which gladdens my 
heart, and that is the recommenda-
tion made in the Santhanam Report 
that nO public joint-stock companies, 
no enterprises, should boe allowed to 
make contributions to the funds of 
oolitical parties-no joint-stock com-
panies should be allowed to make 
contributions to the funds of political 
oarties. 

I was delighted t9 find this vindi-
cation, coming from a committee led 
by a Congressman, of something that 
I said from these benches in 1961 
when' the Companies (Amendment) 
Bill was before the House. At that 
time I tabled an amendment to anti-
cipate this very valuable recommen-
dation of the Santhanam Committee. 
What happened to it, 0 Sir? Every 
opposition party of this House includ-
ing the Communist Party-and they 
don't love me-voted for it. There 
was only one party in this House 
that resisted this mOVe to cut out 
corruption from our political life, and 
that was the party of that great 
'ocialist, Pandit Jawaharlal Nehru. It 
is with that money that they battled, 
it is with that money that the;" won 
the last General Elecion. I hope, Sir. 
that now that one Of their own people 
has made this worthwhile proposal, 
they will look at it more kindly. I 
shaH look forward to seeing legisla-
tion being introduced in this House 
very shortly by the Congress Gov-
ernment to carry out ·this recommen-
dation of the Santhanam Committee. 
We shall live in hope and wait in 
patience. 

If I understand the Budget, it is 
-nothing but an attempt to collect aD 
the investible resources of this 
country into the hands of that big 
monopolist, the Government Of India. 

The Budget is an instrument for 
puttlni all competitors of Government 

out of business. It is not a Budget to 
bring in investment for growth at all. 
lt is a Buqget to' destroy every com-
petitor in the field Of industrial 
enterprise Who faces' the Government 
of India on equal terms. The real 
choice that this Budget poses before 
the country is between a demand 
economy, which the -people demand, 
and a command economy that is dic-
tated to this country by those on the 
Treasury Benches. This is the . broad 
choice that this -Budget offers to the 
country: is it to be -a demand economy 
or a command economy? Is it to be 
an economy of free socities or the 
economy of Soviet Russia and 
Communis,t China? 

Rajaji, with his blood boiling at this 
age--one wishes that younger people's 
blood would boil in this House-
Writes in Swarajya of March 14, and 
I will quote him: 

"Are people brought up in 
Indian tradition and culture, our 
flesh and bood chosen by 
popular vote as being the finest 
specimens .of our total perso-
nality, ruling over US? Or is it a 
group of foreigners who have 
descended upon us from Moscow 
or China Or Warsaw or Prague, or 
somewhere and seized 0 the Throne 
and palace' and are making laws 
and regulations and governing us 
like conquerors, unfettered by 
any bonds of Indian culture or 
tradition or restraint?" 

He would, no doubt. "'be called a 
reactionary for saying these things, in 
reply to which he may very wen 
recall the words of Winston ChurchID, 
who was also often called a great 
reactionarY, and who, on one of those 
occasions, said: 

"If they indulge In stupidities 
and crime and you react, they 
call yOU a reactionary." 

We are reacting to the stupidities and 
the crime that are being perpetrated 
on this country. 
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Why are they doing this? Why are 
they trying to monopolise all the 
investible resources of the country 
into their Own hands? But first 
let us get this clear. Whose 
Budget is this? -because I do not 
want the hon. Finance Minister to 
take this personally. On 3rd March, 
when I was saying that it was not 
his personal Budget, but the Budget 
of . the Prime Minister and the Gov-
ernment as a whole, he insisted that 
his shoulders were broad enough and 
he was the real "culprit". I did not 
accept this admission of guilt. That 
was on Tuesday, 3rd March. On 
Saturady, 7th March, the Congress 
Party met, and this is what the 
Statesman of the following morning 
said: 

"Amidst cheers, the Finance 
Minister declared that the Bud-
get presented by him did not re-
present his personal credo; but the 
policies of the Prime Minister and 
the Government as a whole." 

On 10th March, which was the next 
Tuesday, the Finance Minister con-
fiermed this report by saying in the 
House-I am quoting from Hansard: 

"The criticism that my Budget 
does not represent the views of 
the party and that it is a perso-
nal Budget of mine are, to say the 
least, infantile, and have been put 
forward for lack of criticisms of 
substance." 

So, let us get this clear. This is 
not the Finance Minister's Budget, 
but the Budget of the Prime Minister 
and the Government as a whole and, 
if I attach any motive, that motiva-
lion is not of my hon. friend, but of 
the Government as a whole. 

The question is: why is this policy 
of deliberately grabbing-because, 
grab is the word-of investible re-
sources indulged in when the budge-
tary situation does not even require 
it? My answer is that this is the 
doctrine of Karl Marx, the outmoded 
Marxist doctrine of squeezing surplus 

value out of the peasants and workers 
and the common people, so that the 
new ruling class can built is so-called 
socialist, or what I call State capitalist 
society. It is a policy of asking peo-
ple to tighten their belts for the 
glory of the State, a policy that was 
launched on this world by that 
monstrous Communist dictator, Stalin, 
whose name is execrated in his own 
country today. That policy lays down 
that agriculture and consumer goods 
must be kept down, the needs of the 
people must be denied-to them, so 
that steel and heavy capital industries 
can be raised as the base of exploita-
tion of this generation, to which we 
belong, in the interests of a mythical 
future. It is a policy of "pie in the 
sky when you die", but never today, 
that the Communist dictators preach; 
and we ape them. 

Look at the list of fourteen indus-
tries which are to be favoured, which 
are called priority industries. Does 
a single one of them produce some-
thing to wear or eat Or give more 
shelter? They all have nothing to do 
with common people; not one of them 
produces anything which a man can 
consume, except tea or coffee, which 
are meant for export rather than for 
oursel ves. This list of fourteen indus-
tries could well have been lifted out 
of the Soviet Five Year Plan, or the 
.Five Year Plan of Communist China. 
But even Russia and China have 
learnt that this was a wrong priority. 

Let me quote from Izvestia, which 
is the Soviet Government paper, of 
4th April, 1964. One L. Levin, a 
Russian engineer in Communist 
China, now returned, criticises the 
decision to build the biggest blast 
furnace at Anshan Works. I quote 
him: 

"Everything was planned for 
show. Wishing to astound the 
world with the pace of the 'great 
leap', they tried to use the blast 
furnace before it was completed". 
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The result was destruction of the 
blast furnace through explosion. Let 
us not laugh, because it has happen-
ed in our own country for the same 
reasons. It happened at Rourkela in 
the State plant. We were in such a 
hurry to show at what pace we were 
going that we blow up the blast fur-
nace for the very same reason that 
we used it before it was ready to be 
used. 

That is how we are aping the stud-
ity of the communist parties, which 
they themselves have shed. Today, 
in Communist China, the most reac-
tionary of the communist countries, 
the new order of priorities laid down 
by Chou En-lai last year is: first, 
agriculture; then, consumer goods 
industries; and last, steel and heavy 
industries. How many years will it 
take our outmoded Marxist Prime 
Minister and his Government to learn 
this simple fact of economics? Would 
I be wrong in quoting someone who 
said that for a Government to run an 
industrial enterprise is like a monkey 
trying to play the violin? They 
simply are not made fOr that purpose. 

I will be told: you are building up 
a phantasy. this is a thesis of your 
own imagination. No. I am going to 
quote one of the pillars of the pre-
sent Government, to show that this 
is exactly what they are doing today. 
The person I shall quote is my friend, 
the Deputy Chairman of the Planning 
Commission, with whom I was very 
glad that the Finance Minister yester-
day expressed his "fundamental simi-
larity". Shri Asoka Mehta addressed 
U.P. legislators in March, presumably 
in Lucknow, and he said that the 
coming ten years would be "crucial" 
that would be a crucial period when 
tlhe people would be subjected to "the 
grinding pressure of prices". He did 
not deplore it. He was just telling 
them what was coming their way. In 
case anyone should think that this was 
a loose remark, he moved on to 
Calcutta and there he spilled a few 
more beans. On March 21, addressmg 
the West Bengal Business Convention, 

he said, and I am quoting from the 
Tinres of India of 22nd March: 

"Mr. Mehta warned the people 
that there was no escape from 
an annual increase of Rs. 100 
crores in taxation. Tfie severest 
curbs on consumption would be 
necessary to ensure surpluses." 

And then comes this gem of out-
dated Marxism: 

"The present generation' which 
was a bridge between the stagn-
ant present and a bright future, 
would get 'trampled upon in the 
process.' But that could not be 
helped." 

Here you have it from the horse's 
own mouth. Either you disown Shri 
Mehta or you stand with him in the 
dock guilty of this atrocious threat to 
trample the present generation for 
some mythical future which nOne of 
us knows about. 

This Budget is only an instrument 
of Prime Minister Nehru and Shri 
Asoka Mehta in their grand design to 
trample on this unfortunate genera-
tion. All of us here, and the millions 
of men and women outside, have been 
created by God SO that Shri Nehru 
and Shri Mehta may trample on them. 
If you ask who decided this? They 
will say ''history'', because determin-
ism is paft of Marxism. Who says so? 
The Great God Nehru and his Apostle 
Mehta. 

Unfortunately, if I may say so, the 
Indian people are not prepared to be 
trampled upon. They are not. They 
are not dumb cattle to be driven to 
slaughter by my friends. They may 
well ask, like the Irish M.P. with a 
sense of humour, who said in the 
House of Commons many yeara ago, 
for posterity: "What has posterity 
done for me that I should .acrmca 
myself for posterity?" 
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In any case, the plea about poste-
rity is a fraud. 'Shri Mehta promises 
relief in ten years. Who decided ten 
years? Who knows where he will be 
in ten years or all of us will be? Who 
is he to promise relief after ten years? 
There were bigger people before him, 
Lenin and Trotsky, who also promis-
ed the Russian People. They said: 
"just endure our communism lor ten 
years, put up with all the hardships, 
tighten your belts and then, what will 
happen -the millennium will arise. 
The State will wither away; the 
land will fiow with milk and honey". 
That was the dream of 'communism of 
Lenin and Trotsky. Today we are 
forty-five years away from the time 
when Lenin and Trotsky asked for a 
few years' sacrifice so that a beautiful 
future would emerge. Where are 
they today? The people of Russia do 
not find that State withering away; 
they do not find even the dictatorship 
withering away. Today in Moscow 
people are without homes; today they 
are getting on without enough clothes; 
the bread queues in Moscow are 
longer than they have been any time 
since the Revolution. That is the logic 
of false method of priorities imposed 
on this country. Knowing the record 
of this Congress Government, I do not 
know if anyone would accuse them 
of any desire to wither away at any 
time! 

For these reasons, my party will 
vote against the Finance Bill as a 

. whole. It will seek to reject this Bill 
for two reasons: first, because it is a 
bad, oppressive and immoral Budget 
which needs to be rejected; and 
secondly, because We do not believe 
that this Government deserves to be 
given any supplies; we want to get it 
out of office as sOOn as the Indian 
people will permit. 

Shri K. N. Paade (Hata): Mr. 
Deputy-Speaker, Sir, before spealting 
On the Finance Bill, I want to say that 
when the Finance Minister took charge 
of the Indian economy it was very 
much disturbed and through his wis-
dom and sincere efforts he brought 
some easiness and it started moving 

satisfactorily to some extent. I have 
fulI confidence in his competence. 
But in order to remind him of his 
duty, I want to say something and I 
think that he will not be mIsled by 
the speeches which had been made by 
the Members of the atant~a Party. 
Sometimes on sentimental grounds 
one may win elections but unless you 
assess the real feeling of the masses· 
you cannot remain here for long. I 
see fast changes in the world. There 
was a time when my hon. friend Mr, 
Masani was a very staunch supporter 
of socialism. 

Shri M. R. Masani: I have learnt 
better now. 

Shri K. N. Pande: Now, he is the 
staunch supporter of capitalism ..... 
(Interruptions.) and of monopolistic' 
tendencies and other things. There 
was a time when Prof. Ranga was a 
great and staunch supporter of small 
agriculturist. 

Shri Banga: Even now I am. 

Shri K. N. Pande: Now he thinks 
that he should mix up big landlords, 
Rajas and. . . .. (Interruptions.) These 
changes are taking place in our owr. 
country. Our Finance Minister should 
take little notice of what these peo-
pic say. In India crores of people are 
poor; they are interested in getting 
their basic needs such as cioth, food 
shelter, etc. If you do not know these 
feelings of the masses, if you go on 
beating the same old drum saying that 
capitalism should remain, I think the 
masses will not pay heed to you. You 
will have to take some effective steps 
so that these people are satisfied. 
During his time, may I remind the 
Finance Minister, the Congress in 
Bhubaneshwar took a very historical 
decision about establishing democratic 
socialism in this country. The basic 
thing in a socialist society is that 
society should have control over the' 
means of production and distribution. 
In democratic socialism force canrtot 
be applied as in communist countries. 
It has to be done here by persuation, 
consultation and other democratic 
methods. It is a defficult task tl> 
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perfonn. Government cannot have 
control over agricultural production 
.because at the time of elections these 
people were propagating that sahakari 
.kheti means sa,.kaTi kheti. That is 
how they were misleading the people. 
I know they are very literary people, 
highly educated but their education is 
·not going to satisfy the masses. They 
want their needs to be fulfilled. 

If we cannot have control over 
nleans of agricultural production, we 
have to adopt some method so that 
our production is at a level which 
may meet our requirements. Our posi-
tion in regard to food nroduction is 
.alarming. In 1961 we imported wheat 
worth Rs. 129'6 orores. In 1b62, it 
was Rs. 141.12 crores and in 1963, 
Rs. 183 crores. If this affairs conti-
nues lie this, only God can save us. 
We can depend upon the rest of the 
world till the conditions are favour-
able. We may go on importing from 
other countries? If the world condi-
tions get disturbed, how can you have 
this wheat imported from other coun-
tries? Naturally We have to depend 
upon our own resources. I want to tell 
this to the Food Ministry and the Fin-
ance Ministry. The food Ministry 
may be controlled by the Food Min-
Istry but it cannot move by itself 
without taking the Finance Ministry 
into confidence. We are importing 
more than Rs. 125 crores worth of 
foodgrains every year. We should 
make a plan that Rs. 25 or Rs. 30 
crores of that amount are to be spent 
in order to help the cultivators so that 
they may stand on their own legs and 
meet the requirements of food in the 
country. But that is not being done. 
When there is shortage of food, the 
whole country looks on the Food Mln-
istry in the Centre and they import 
it from abroad. Is this the way to 
solve the problem? We have to stand 
on our own legs. The Finance Min-
istry has to find funds to help culti-
vators to grow more. People know 
that lands are fragmented: they are 
so many small cultivators who do not 
nave the means to do cultivation in 
a better manner. He has not got the 

means; he cannot plough the field at 
the time required. He does not find 

, seeds at the proper time. Unless he 
borrows money from the money-
lenders he cannot proceed. There-
fore, my suggestion in this regard is 
that you .shuld make your planning in 
such a way that you provide some 
tractors for the villagers so that they 
may be helped, I mean those cultiva-
tors who have no ploughs or bullocks 
Or other means of cultivation. Simi-
lar help is needed in other things also. 
You cannot build canals everywhere, 
because that also requires so many 
things. Tube-wells are required, but 
tube-wells cannot be sunk on rocky 
soils. Therefore, other means have 
got to be adopted. I have heard Shri 
Masani as saying that Shri Asoka 
Mehta told him that within the next 
ten years, the condition would become 
easy. I do not know how he says that. 
(JnteTTtLptions.) 

15.00 hrs. 

Shri Sham Lal Saraf: He has ~ n 

us no Alladin's lamp! 

Shri K. N. Pande: TheSe things are 
beyond our control. Production of 
fOOd material is not so much extent 
under our control or we cannot say 
with certainty that sO much can be 
produced in one year '>r two or three 
years. Therefore, we have to depend 
to a great extent on ':lature. And 
therefore, under these conditions to 
what extent we can help these culti-
vators is the question. We have to 
plan and help them at the time when 
the help is required by them. 

The other thing which I want to 
say is about industrial production. 
About industrial production we can 
talk with some amount of certainty, 
but here although I welcome the mea-
sures proposed by the Finance Minis-
ter in respect of taxes. But I want 
to say one thing. It is true that in a 
socialist economy, the peo1;lle cannot 
be allowed to go so high and at the 
same time the vast majority of the 
people be allowed to remain at the 
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lowest level. That cannot be. It is 
easy to bring thOse higher people 
down, but what are we doing to raiR 
the lower people up? Can you prove, 
or can you give me any instance to 
show that the income of the lower 
people has increased? In view of the 
rising· prices, are their emoluments 
in the shape of salaries of wages 
enough? These salaries or wages are 
being consumed by the rising prices 
and those people are not enjoying the 
real benefit of the wages or salaries. 
You have to give some thought to it. 
I can tell you that if those conditions 
are not improved, you cannot be sure 
of industrial production as well. The 
workers cannot wait for long. I tell 
you that the only method to deal with 
this problem is to give subsidy to 
cultivators. provide the workers with 
the things of their requirements at 
subsidised rates and subsidise food 
material. You cannot help the culti-
vators, or the cultivators cannot be 
enthused unless they realise that the 
State is really at the back of these. 
It is they who are to be helped. 

For example, I can tel] yOU how 
much encouragement is given to the 
cultivators. Take sugar industry. It 
is true that the Food Minister declal'-
ed here that the price of cane is fixed 
on the quality basis. It is also true 
that due to so many reasons the quali-
ty of cane is very inferior and the 
recovery percentage is 9 or something 
below that. The formula a10pted by 
the Food Ministry is that below or up 
to 9' 4 per cent recovery of sugar the 
cultivator will be paid Rs. l' 85 per 
maund of cane. But if that cultivator 
due to his hard labour is able to in-
crease the recovery percentage what 
does he get? For example, if the 
recovery is 9' 4 per cent then the poor 
fanner is getting Rs. l' 85 nP, but after 
raising the percentage by 4 per cent, 
he gets only Rs. l' 91 nP, that is only 
an increase of 6 nP per maund. How 
can the cultivator be enthused and 
how can he be encouraged if this is 
the position? The inan~  Ministry 
should take all these things into con-
sideration. The FOOd Ministry was 
trying to achieve the target of 33 Iakh 

tons, but now they are going to. 
achieve only about 24 lakh tons; there. 
is a shortage of 9 lakh tons. Can you. 
imagine how much excise duty have 
we lost simply because of our wrong 
policy? If we had increased the cane 
price at the proper time and made the 
cane available to the sultar factories. 
the people would not have suffered 
because of shortage of sugar and also· 
the Government would not have suf-
fered the loss by way of excise duty. 

Then, I want to say a few words, 
about the public sector. It is true 
that under the socialist society, the· 
basic industries should be brought. 
under the control of the society, that 
is, under the Government. That is-
true. But why are the indu!itrial 
relations in the public sector so bad? 
Well, I like a /ltrong man, if he is 
strong administratively. I do not like· 
a weak person; I like Shri C. Subra-
maniam because he seems to be a 
strong man, but does he himself· 
handle all the factories everywhere? 
It is the managers, it is the officers. 
who are there on the spot who have to 
handle the factories. The administra-
tion in public sector is so loose that· 
thev cannot achieve their target which 
is fixed. There is somethinJr wrong 
some where and these things have to 
be studied. 

Many people, on sentimental grounds 
here, cry that such and such an in-
dustry should be nationalised and so· 
on. I am not against it. The fact is 
that if need is felt the.v should be 
nationalised but we should also not 
forget that according to our Consti-
tution if an industry is to be nationa-
lised, 'it has to be paid compensation, 
and vou have to find the money for 
that . as well. Moreover, the public 
sector, a! it is going on nowadays, 
does not create anv enthusiasm at least 
among the ~ . I. can tell you 
on behalf of the workers that the 
workers are not at all enthu-· 
siastic about nationalisation see-
ing the condition in public 
sector. Therefore, if you bring so 
many industries under nationalisation' 
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without bringing existing public 
sector, we are going to be disappoint-
ed at least from the side of workers. 
Can you imagine that whenever they 
hear that a certain industry is going 
to be nationalised they feel that ice-
water has been poured on them? 

Shri Sham Lal SaYar: Why should 
it be so? 

Shri K. N. Pande: Because they are 
seeing the conditions in the public 

. sector so bad. They are seeing' the 
way in which the labour laws are be-
ing applied. I recently heared that 
"ven Shri Nanda is thinking that 
labour laws should be relaxed to some 
exle.t so far as the public sector is 

, concerned. If the public' sector is to 
be fitted in or built in such a fort, the 
public sector cannot withstand, Or this 

. country cannot achieve the derised 
result from public sector. I tell you 
that these conditions have to be im-
proved in order to create enthusiasm 

'among the workers. Unless we make 
the condition in public sector a \trac-
tive we cannot get full cooperation 
from the workers. 

Shri M. L. Jadhav (Malegaon): 
Sir, I rise to support the Finance Bill 

-which is before the House. I congra-
tulate the Finance Minister on some 
minor concessions that he has been 
pleased to indicate. The anno\.lll1ce-
ment of the n~ i  Commission 
;s a welcome move at the time when 
we are at the fag -end of our budget 
programme. These are indications to 
minimise the vested interests and usher 
tn socialism in the country. 

With regard to the Zonal Councils, 
would submit that the Zonal Coun-

'cils are not working effectively. I 
find that there are border problems 
between various States. For instance, 
there is a border probn,m between 
Mysore and Maharashtra. I feel that 
certain areas which are claimed by 
a ~ a t a- a  Napani, Sup,!-

Karwar and other places. I find that 
the Zonal Council in this case is not 
'in a ~iti n to 'take a decisioR. Thesl! 

are matters pending for a n:.omber of 
years, for more than 10 years. The 
people in both the areas are agitated 
over this problem. I feel that there 
is a bitterness, and that bHterness in-
creases because the problem is not 
solved, one way or the other. The 
problem should be handled and solved 
and some decision should be arrived 
at so that the people in that area may 
live there peacefully without havin, 
languages, neither. Kannada or 
Marathi, are being forced on them by 
one State or the other. 

With regard to the territorial claims 
of the border States. I feel that it is 
very necessary that the Government 
should come to a decision sO that jua-
tice may be done to those people. 

Even with regard to water problems 
find that there are disputes between 

some States. There is a dispute 
between Maharashtra, Andhra and 
Mysore, it goes on without any eettle-
ment being reached. It is the duty of 
these zonal councils and the Govern-
ment to intervene and to see that a 
fair solution is arrived at so that the 
inter"sts of one State or the other are 
not neglected. It is no use keeping 
these problems hangine there indefi-
nitely. It is very necessary that these 
problems, these water disputes are 
solved. The, Government should in-
tervene and enable these States to 
come to a fair settlement so that each 
State may have its fair share. But I 
find that the zonal councils and the 
Government are .imply watchine 
things and. they are not taking any 
interest to see that one State or the 
other does not su1fer w;th regard to its 
legitimate rights. 

Then, Sir, I may refer to the DefenCe 
of India Rules. The Defence of India 
Rules have been amended from time 
to time to provide for prevention of 
hoarding and profiteering. Have we 
succeeded in doing that? Have we 
succeeded in checking the prices? 
What do we find with regard to the 
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prices at wheat and rice? I find that 
the prices have gone up and the 
trade has thrown a challenge to the 
Government. These are problems 
which concern the common man. It is 
very necessary to enforce the law in 
such a way that life does not become 
unberable to the common citizen. 

At the same time, I feel that cor-
ruption which is there at all levels 
should be rooted out. I find that the 
-common man who wants clean admi-
nistration and is much worried 
because there is corruption in the 
administration. The Home Minister 
promised that the Government would 
:give a clean administration within 
two years. I think the task before 
the Government is gigantic. A Her-
-culean effort will have to be made to 
achieve some success in the matter of 
removing the corruption which has 
Us deep roots. Let the man in the 
street feel that all are equal before 
the Government and law. Let the 
common man feel that justice is 
stronger than any individual however 
strong he may be. 

Then, I would like to deal with the 
problem of unlawful immigrants in 
Assam. I feel that lakhs of Muslims 
have come from East Pakistan and 
settled in Assam and other areas. It 
is a dangerous situation. Many of 
them are likely to be fith columnists. 
Their illegal stay here may bring the 
whole of India into trouble. Emer-
gency powers have been given bv this 
august House. I would ask the Minis-
ter why they are not being used. The 
'Government should take firm steps to 
see that undesirable persons do not 
take advantage of our lethargy. 

I now come to the question of pro-
hibition. Is it an all-India policy or 
is it a policy which can differ from 
place to place, from State to State. In 
some States they are aoing back on 
the policy of prohibition. They have 
liberalised it and issued Dermits. I 
feel that this policy, in ~d  to be 
realistic, should be. an all-India policy. 
The Government should take a realis-

tic view of the situation itnd see that 
it is made effective as a policy through 
out India. Some decision at the all-
India level should be taken in that 
regard. 

Dealing with the judiciary, I feel 
that the High Courts and Supreme 
Court should be with the Law Mini-
stry. The learned Chief Justice of the 
Supreme Court was also pleased to 
observe that the High Courts and the 
Supreme Court should be with the 
Law Department. Why should police 
and judiciary be with the same Min-
istry? When it has to deal with law 
and order, why should the Home 
Ministry deal with the judiciary also? 
I feel that the judiciary should be 
with the Law Ministry and it should 
be taken away from the Home Minis-
try. 

Then, the emergency is there But 
this emergency should be felt at all 
levels. The Minister of Education was 
pleased to wind up some committeelil. 
I feel that the other ministers also 
should do away with committees 
which are unnecessary. The GoveTn-
ment should try to effect some econo-
my in the expenditure. It is very 
necessary that we should curtail 
everything that is supeI'ftuous. We 
should see that our nation becomes 
self-sufficient with regard to food and 
other requirements. 

On the food front, every effort 
should be made to see that the nation 
does not depend on PL. 480 but it 
depends on its own resourf:es. The 
agriculturists are demanding tractors. 
We are not in a position to supply 
them the necessary implements, trac-
tors and other things. We are not 
able to supply them the other thlngs 
that they demand I lind that for want 
of good seeds our potato cultivation 
has suffered. In Maharashtra, I can 
say from my experience, potato culti-
vation has gone down because the 
agriculturists are not in .. position to 
get good seeds. Potato' is a vegetable 
which is consumed throughout India 
and by all. It is very necessary that 
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potato seeds should be imported from 
outside India in order to enable the 
cultivators to have a good produce 
from their farms. The farmers have 
suffered because the seeds that 
are given to them, the seeds from 
near about'Simla, are not good quality 
seeds. In order to improve the qua-
lity it is very necessary that potato 
seeds should be imported ;;"d given 
to the cultivators. 

At the same time. I would like to 
draw the attention of the Government 
to the need for research in agricul-
ture. In my areas, for inst.ance, there 
are betel leaves gardens. These 
gardens suffer beea use the leaves are 
affected by a disease called "brownish 
tingeN disease. "lE,ny complaints 
have been made to the department 
concerned. Some steps should be taken 
in this direction. Some research 
should be done to check this disease 
and effective measures shoUld be taken 
to deal with it. I find that nothing has 
been done with the result that betel 
leaves gardens worth crores of rupees 
are being damaged. The Government 
should carry out the necessary re-
search in order to save these leaves 
from this disease which has very bad 
effects on them. 

Sir, with these remarks, I thank you 
for giving me this opportunity to 
participate in this' debate. 

8hri Alvares (Panjim): Mr. Deputy-
Speaker, Sir, it has becolJle charac-
teristic of the Finance Member of 
this Government to aim rdther high 
and then meet any opposition by 
strategic retreat. The concessions he 
has made through the amendments 
that he has proposed this morning 
belie his statement that the stock 
market has any influencp. upon his 
policy. In an age of planning we 
are still ruled by the fluctuations of 
the futures market, and it. is rather 
surp"ising that in spite of the experi-
ence that the stock market will always 
bring unbearable pressur", upon Gov-
ernment for more and mOl e relaxa-

tion, Government always makes these 
concessions. Therefore in examining 
the Finance Bill and its main pro vi -
sions we must assess whether the pro-
visions in this Bill give effect to our 
objectives, and to do 50 the fiscal 
policy must first corne to terms with 
our economic policy. It;s only then 
that we can decide whether the direc-
tion that the fiscal policies give is in 
consonance with our social oDjecti ves 
or not. Therefore on the three essen-
tials of production, of administration 
and of egalitarianism I :>ropose to· 
examine what the Finance Bill pro-
poses to do. 

There is no doubt-it is accepted 
widely-that production in this coun-
try has suffered very much, particul-
arly agricultural production. Unfor-
tunately, in spite of the experience of 
many socialist countries or near-
socialist countries the Government of 
India in its planning policies repeated 
the same error that they did in givin/f 
higher priority to industrial develop-
ment than to basic agricultural pro-
duction. We did not profit by the 
experience of Russia or ')f Yugoslavia. 
Even at this late stage I do not see 
any recognition in the policies of 
Government that the low production, 
or under production. in the agricul-
tural sector has at all "pt us thinking-
in right terms. 

Russia is experiencing ~ t  many 
years of, planning a situation similar 
to ours. We know that there is a 
crisis in agricultural production and 
who has not heard Khrushchev say 
that there must be a crash programme 
of development by the utilisation ot 
the virgin lands in easte"n Russia. 
That, I thought, would be a lesson in 
experience to our Government; out. 
as it is, the Finance Bill does not 
make any special provis;on to make' 
up this lag in production. 

We have in the past many years im-
ported food on an average of Rs. 285-
crores per annum. This has been 
not merely a heavy drain on our re-
sources but has set' in motion a feel-
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ing of frustration, of depondency, of 
lack of confidence that we cannot 
produce food in spite of the experience 
and the know-how that we are able 
to get. This crisis, apart from the 
drain on foreign resources, has also 
4epressed the qncultural class. It 
has affected in turn the priorities 
between local consumption and the 
need for export. Therefore, I 
thought that the Finance lIofinister 
would have given his prior attention 
to the development of our agriculture 
110 that the basic economy of our coun-
try could have been put on a sound 
basis, and all the distortions that arise 
therefrom wolUd have been straight-
ened out and set right. It is un-
fortunate that there is no realisation 
of this fact. Therefore the Finance 
Bill on this one account must receive 
our severe criticism. 

It is possible to achieve growth. 
Growth has been achieved in many 
countries In spectacular fashion, in 
Japan, West Germany and some other 
c:ountries also. But India, because 
of our planning and social policies, 
we cannot remain satisfied with mere 
growth, but must concentrate on a 
wider aspect of development. When I 
use the word 'development', I signify 
not merely economic growth by so 
much percentage but also the correla-
tive of social change because unless 
there is a countervailing development 
of social change along with growth 
we are not going to achieve socialism 
by any standard whatever. 

It is possible-and the private 
sector will '811gue---that the deve-
lopment of soclal change can 
Q)me later on; it is necessary at 
this stage to concentrate On growth. 
t am afraid that the Government have 
fallen a victim to this line of argu-
ment because they have neglected the 
main development, the institutional 
developments that could foster social 
ehange almost as rapidly as a coun-
teraction to the economic growth 
merely as such. Therefore, I would 
urge the Finance Minister to reconsi-
d~ to a small extent at least any 
323 (Ai) 4'ID--4. 

measure by which he could provide 
for this development for this social 
change through institutional develop-
ment. 

I was referring to the need to fOll-
ter institutional development by the 
setting up of rural industries so that 
the village folk can come across the 
know-how of technical deVElopment, 
by the setting up of co-operative in-
dustrial enterprises whereby the larger 
section of our community can parti-
cipate in the development of indus-
trial production and by the setting up 
of co-operatives whereby both in the 
agricultural and in the industrial 
lector the village population can also 
be so educated. 

lUS bra. 

[SBRI TmRUMALA RAo in the Chair] 

Unless this is done, what will 
happen in this country is what many 
economists have warned us about, 
namely, a lopsided development by 
reason of which there will be severe 
imbalances not only between those 
staying in the urban and the rural 
sectors, but also between agriculture 
and industry itself. 

This country, because of its history, 
has a tremendous backlog of social in-
hibitions and of social undesirable 
customs. We have tried our best in 
many ways to break through, but no 
break through can be suffichmt, Or can 
be achieved with sufficient success, 
unless correlative or countervailing 
economic m.easunes are so provided 
for the rural sector that the village 
population can find economic ex-
pression. 

It is well known that along with 
urban development, rural develap-
ment also must go side 
by side. Unfortunately, the experi-
ence of the administration in this 
respect has been very unhappy. Ad-
ministration is the key factor in bring-
ing about economic change. Adminis-
tration in the rural sector is as im-
portant as administration In the public 
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8eCtor; both these sectors occupy a 
yery important position in our social 
aDd economic life. Let us consider ror 
ene moment what the result of the 
admiIristrative success in the rural 
lector is. 

We have a rural works lIrogramme 
tDitiated whereby we are expected to 
~d Rs 150 crores in the Third Five 
Year Plan. It was meant to provide 
employment to the underdeveloped, 
to the under-employed and the un-
employed to the extent of 100 days 
In a year per person. We will have 
an unemployed population by the end 
of the Third Five Year Plan of 12 
million. To add to that is under-
employed population of between 15 
and 18 million persons. This under-
employnent and unemployment of 
such a large number of people is a 
drag on the economy gnd whatever 
progres may be made in some direc-
tions, it is bound to be negatived by 
the consumptive standuds of these 
110 million people. Therefore, this 
rural works programme was 
a welcome innovation inasmuch 
as it provided employment by invest-
ing Rs. 150 crores. But I am sorry to 
&By that during the first three years 
of the Third Plan only Rs. 6 crores 
out of R •. 150 crores have been utilis-
ed. That is the performance of the 
administration charged with a V'ery 
serious responsibisity. 

Now, let us take the question of 
the public sector. This House has wit-
nessed for some time now the seV'ere 
criticism about the performance of the 
public sector. The public sector not 
merely builds up the infra-structure 
of our economy but it is our pride and 
our life line. Therefore, as a SOCialist, 
I am very much concerned with the 
performance of th'e public sector and 
with its success. We want it to grow, 
we want it to become more and more 
succpssful inasmuch as we want it 
to become a model of industrial deve-
lopm'ent in the country. Th .. public 

sector has neither lived up to its ex-
pectations nor to its promises. In the 
past few years, we have noticed that 
the public sector has incurred quite 
a few losses.. Apart from the fact 
that these losses are sometimes natu-
ral, in these cases they are not so, they 
are either because of a lack of good 
administration or for a lack of plan-
ning or for some other reason not ac-
ceptable. In 1962-63, all the 46 com-
panies in th'e public sector made an 
aggregate loss of Rs. 12' 38 crores. If 
we examine the break-up of the losses, 
we find that though 11 of these com-
panies made a profit of Rs. 6' 4 crores, 
the remaining 35 compames made a 
loss of Rs. 23'.91 crcres. This is • 
very serious situation. When we con-
sider that it is our policy to expand 
the public sector, surely one would 
ask a serious question as to whether 
in the face of this performance of the 
public sector any expansion would be 
justified. Th'erefore, looking at this 
performance and keeping in mind the 
strategic role of the public sector. I 
would venture to suggest that we may 
have a moratorium on the expansion of 
the public sector in t.he last year of 
his Plan so that we c.an concentrate 
all Our ~n i  and utilise financial re-
sources fully in bringmg all the public 
undertakings to a pitch of efficiency, 
proficiency and also profit. I am lure 
this suggestion. so unusual, will do a 
good service to the public sector; for 
without a corresponding measure of 
increasing the efficiency it will only 
bring the public sector to a great dis-
r'epute. It is, therefore, to protect the 
prestige of the public sl>ctor that I 
am making this suggestion 'hat Wit 
may have a moratorium and expan-
sion in the last year of the Plan lind 
concentrate all our energies in bringing 
th'em up to the full production level 
and to a full profit-making ven'ure 
so that when we embark on the Fourth 
Plan, We shall have the advantage of 
an efficient administration and a great 
experienC'e. 

Similarly, there is the question at 
the fiscal measures und<eriaken b7 the 
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Government. I had said earliler that 
the fiscal policy must come to terms 
with our economic policy. In the 
concessions that the Finance Minister 
made this morning, I do not see any 
.uch connection between the two. 
Rather, I find that the Finance MiDiI-
ter has succumbled to the pressures 
of the private sector. The concessions 
that are made in tbe private sector 
only help to strengthen the strangle-
hold of the private sector upon the 
capital structure of the economy. 

Shri Monro: What are lIhe parti-
cular ooncleS&ioD8 you are raferriDg 
to? 

Shri A1varea: I have got very lit-
tle time at my disposal. 

Shri ~  YoumUBt tell UL 

Shri Saremlranath DwIlvedy (Ken-
cn:apara): You give your time, 10 
mmutes mOre from the Congress side 
to him and he will tell you. ' ... ..;:...... 

Shrl Alvares: I say that will 
strengthen ·the ~ - d of the 
private sectOr upon the capital 
base of the country. In this 
context I should' like to refer to the 
invitation to the foreign private cap!-
tal to this country. Nobody can take 
exception to fQreign capital being in-
vested in our country. But we must 
realis>e that a foreign capitalist is not 
coming to invest in this country a. 
a philanthropist, as Mr. Rockfeller 
laid a few days ago, but for his own 
purpose. It is essentially becau,e 
there is a surplus of investable foreign 
private capital in their own home 
C?untries that they are seeking for-
eIgn markets to invest in. To this 
there can be no objection. But the 
concessions that are being madoe to 
foreign private capital will have their 
own repercussions upon the conces-
sions made to indigenous private capi-
tal. It would be impossible that for-
eign capital WOUld be treated with 
aome special concession and indigen-
ous capital would be discriminated 
against. It, would obviously be that 

both would be treated on a par. 
But the pressure that these in-
vestors are able to exerciSe througb 
their home countries and through 
foreign relations, would inevitably 
result in a great concession bein, 
given to private capital in our cou."l-
try. Therefore, in order to get over 
this di1!icuIty, I venture to Bugged 
that the Government may freeze all 
dividends in over 5 per cent and fOI 
a short duration to channalise the 
money so accountled through Govern-
ment agencies for investment. Rather 
than go a-begging for foreign capital 
to come into this country, let us first 
find out what is the total availability 
in our country. The Government hav_ 
no' made an assessment. yesterday, 
While speaking the Finance Minister 
said hoW his Ministry had been able 
to recover about Rs. 80 crores more of 
income-tax. Whether the origiIlal esti-
mate was an under-estimate in order 
to provide a cushion for operation t(J 
our Finance Millister, Or it was reall.J' 
a hunt of unaccounted capital in tile 
country, I am not able to say. B,,' 
it is obvious 'hat, as the AmericaQ 
busin'essmen were told a few day ago, 
40 per cent of the entire income-tas 
is evaded in this country. If that ia 
so and if an esti:>late can be made of 
unaccounted mOlley that Govemmen', 
has no contact with, I am sure we 
should come to a situation where Ne 
will find ourselves viable to a large 
extent. I agree it is difftcult for all 
unaccountable money to be traced by 
the Government. It is a desperate 
situation. It is a situation so desperate 
that this money Upset9 all price regu-
passes on the burden to the common 
man. in particular to those in the fixed 
income groups. 

Therefore, Sir. because it is • 'es-
perate situation, we must have a des-
perate remedy. I would suggest to 
the Hon. Finance Minister that be 
mhst consider delllonetisation of the 
currency in order to force all this 
unaccountable money to come bad. 
once again to the Treasury, whereby 
the Government can keep an account 
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(Shrl Alvares] 
of the total amoWlt of money in Cll-
eulation in this COWltry. 

I Wlderstand that the Finance 14i.c-
lSter may soy that demonetisation ~ 
• costly affair and it may cost 1lIl.f-
thing upto Rs. 2 crores; but it dotes not 
matter, because, the money that the 
G<lvernment will be able to get WI:. 
!Ie many times and much more. What 
flI more i ~ant is the psychologIcal 
eIimate and the seriousness created 
f)y such Government measUl"e. Pee-
pIe will :realise that Government is 
~ i  about socialism. 

One last word before I close. The 
fiscal policy can correct many of the 
eontradidions in our economy if pur-
posefUl attempts are made. There is 
In our fiscal policy the need to resolve 
Ifhe claims 'of domestic consumpti In 
With the need to export and also the 
need to maintain the standards of liv-
ing. and !It the ~a  time save for 
Investment. Both are not antagon'.-
tic and can, and should be harmon's-
ed. There shOUld be, Sir, no conflict 
between private and public sectors. 
The slrUcture of our economy and 
developing resources should be so 
geared that while there is inc ~a  
In the national wealth and en • .,loy-
ment, there must also be laid the 
basis of an egalitarian society where 
the inequalities pointed out b7 the 
Mahalanobis :report are eradicted, aad 
the per capita na'ional income in-
tteases at a rate that wil; be of some 
meaning, rather than th" sorry story 
of less than one per cent as it is today 
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15.55 Us, 
STATEMENT RE PREPARATORY 

MEETJNG FOR SECOND AFRO-
ASIAN CONFERENCE 

Mr. Chairman: Now, Shri Swaran 
Singh will make a brief statemen'-

The MiDister of Food and AcrIcul-
tare IShri Swaran Singh): Mr, Chair-
man, Sir, as the House is aware, ladi. 
participated in the meetings of Min-
isters recently held in Djakarta in 
preparation for the Second Afro-
Asian Conference. I had the honour 
of being the leader of the Indian Dele-
a~i n which consisted of the Indian 

Ambassador to the UAR, officials of 
the External .A1falrs Ministry and our 
Charge d' Affaire.. in Djakarta, The 
meeting was held from April 10th to 
15th, 22 countries participated; of 
these 17 were from the first Afro-
Asian C\lnference held in Bandune iD 
1955. The five oth>er countries were-
new participants. 

The meeting of Mini.ters discussed 
the question of the venue. the tlming. 
the agenda and tll'e composi'ion of the 
Second Afro-Asian Conference. OD 
all these matters, except for ~  
dl1ferenc·e of opinion about the com-
position of the Conference, agretmlent 
was reached in consonance with the-
views of the Indian Delegation . 

With regard to the timing, for an 
important conference at this kind we-
felt that sufficient time .hould be al-
lowed for necessary adequate prepara-
tiom. We proposed., that for this rea-
son and because of the preoccupation 
with other impart ant conferences this. 
year, the Second Afro-Asian Confer-
ence should be held in April, 1965, 
on the 10th anniversary at the .&3an-
dung Conference. That would be a 


