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gendum to G.S.R. No. 269
dated the 3rd March, 1962,
under sub-section (4) of sec-
tion 43B of the Sea Customs
Act, 1878 and section 38 of the
Central Excises and Salt Act,
1944, [Placed in Library, see
No. LT-93/1944.

(iii) a copy of Notification No.
G.S.R. 490 dateq the 2Ist
April, 1962 under sub-section
(4) of section 43B of the Sea
Customs Act, 1878. [Placed in
Library, see No. LT-94/62].

12.10 hrs.

GENERAL BUDGET—GENERAL
DISCUSSION—Contd.

Mr. Speaker: We now take up
general discussion on the Budget
(General) for 1962-63. Shri Gajraj
Singh to continue his speech.
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Shri Gajraj Singh Rao (Gurgaon):
Yesterday I was submitting the point
that the clearest index as to whether
the v.llages or rural areas have be-
come prosperous or not is to see whe-
ther the people from the rural areas
are forsaking their traditional employ-
ments and migrating to towns, big
cities and big industrial centres. That
would be a clear index. If there is
good employment available at home,
who would 1 ke to go to other places?
Not only the cutivator kisans, but
other labour also who used to be em-
ployed in khadi, shoe-making and
other small cottage industries, have no
means of living in the villages now,
and they are m grating to towns, and
the juggies in and about Delhi and
other b g towns are a clear index of
it, of the.r real fate. To say that
prosperity has been brought to the
villages I would submit is a fallacy
which we cannot for long screen by
figures etc.

A young gentleman who has been
associated with constructive work ask-
ed Mahatma Gandhi during his last
days: “Mahatmaji, you used to say
that swaraj was to come. Now swaraj
has come. You also said that Ram
raj was to come. When is that com-
ing?” Mahatmaji's brief reply was:
“When people like you go back to the
villages, that would be the day of Ram
raj.”

Mr. Speaker: Is he asking me to
go to the village?

Shri Gajraj Singh Rao: Yourself and
myself also, because for employment
I came to the towns and cities. Other-
wise, if the heaven was there in the
village, I would have certainly re-
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mained there. Why come to the town?
Seventyfive or 80 per cent of the peo-
ple still live in the villages. It used
to be 90 per rent, now it has changed
to 75 per cent. That is also an index.
I would certainly say that all the edu-
cated are migrating to the towns. We
should go back to rural India and
serve the people there, But because
of unemployment we are coming out,
that is mv submission, That was
Mahatmaji’s rep'y in one sentence in
a very Mahatma-like manner.

It is not only this. The Planning
Commission is a component part of
this Budget, I would submit, because
it is to be said by the Finance M:nis-
ter or on his behalf in this House that
we have to cater for our Five Year
Plans which have been approved by
the nation, and we have to find the
money for it, but what has the Plan-
ning Commission said: This is the re=-
port of what Shri Shriman Narayan,
Member of the Planning Commiss:on,
said on the 5th of this month:

“Mr. Shriman Narayan, mem-
ber, Planning Commission, today
stressed the needq for reduction 1n
disparities in incomes ‘with a sense
of urgency’, both in the rursl as
well as urban areas with a view to
achieving a socialistic pattern of
society.”

‘Mr. Narayan said: “It{ must be
conceded frankly that we have not
so far been able to take necessary
<teps for moppijng up unearned in-
comes in cities in regard to urban
land values, houses and other
forms of property”. In consequ-
ence, he added, the disparities in
income between the rural and
urban areas were widening.’

This is the certificate of the Plan-
ners on the basis of which the whole
of this thing is to be worked out. He
says that there are disparities; and it
is a very clear thing. According to
our Constitution everybnly has
equal opportunities. The biggest of
the rural people whom they call the
landlords are assessed to land reve-
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nue of about one-fourth, or one-third
or even one-half of the gross produce.
But, what about the towns and cities?
There, one may have any amount of
income from rent. They may have
crores and crores worth of property;
and that is not taxed this way. If
they say that it must be on income-
tax basis, let it be so in the rural areag
also. If it is not so, then, the higher
income groups, beyond specified limits,
should a!so be taxed on that basis.
I would not like to take further
time of the House on this point, An
important member of the Planning
Commission himself has conceded this
point.

Why not a ceiling be fixed on pro-
perty in the cities? I was also a mem-
ber of a committee in Punjab and we
considered this; and it was the Centre
that advised us that constitutionally
it was not possible. We were exam:n=
ing it at that stage and it was left
there. Now the Planning Commission
is tak‘ng it up and so I need not say
more about it. My point is that there
should be decidely a firm policy of
Government on this matter.

Mr. Speaker: The hon. Member
should conclude now.

Shri Gajraj Singh Rao: I want to
take a few more minutes.

Mr. Speaker: He has already taken
10 or 11 minutes yesterday . . .

Shri Gajraj Singh Rao: I took only
8 minutes yesterday and I would like
to have 3 more minutes now.

Mr, Speaker: He may have two

minutes.

Shri Gajraj Singh Rao: It should be
clearly reflected in the Budget also
that the pol'cy is for the formation
of a socialist pattern of societv. A
socialist pattern of society means 80
per cent of the population in the vil-
lages that has to be catered for.
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I do not want to go into details into
big schemes like the Bhakra Nangal.
In every such thing preference, should
be given to the needs of small indus-
tries and agriculture, They should get
first preference in electric supply or
anything for wh'ch money js providea
by the Central Exchequer

It is a point which has been conced-
ed that India is the poorest country.
We have to progress with our sccial-
ist pattern of society. But many rea-
sons are given such as class conflicy,
colonial oppression etc. for the slow
progress. I wouid sumbit that tnis
can be worked out only on a localised
basis.

What are the reasons for poverty?
Some say that it is over-population.
Over-population is in Delhi but not
in Kangra where there is sparse popu-
lation. These things are not absolute-
ly correct. If properly tackled this
poverty can be removed.

The second biggest income for us is
cattle wealth. With the advent of
machines, if we talk of cattle wealtn
we would be ridicu'ed in this machine
age, Look to Australia.  Australia
has progressed because of horse breed-
ing and better horses. The wheat
which hag been taken to India camc
later on from that sub-continent
That is how they progress. The
Indian conception of prosperity is:

“FF Y T AT A g

Mr. Speaker: The hon. Member's
time is up.

Shri Gajraj Singh Rao: Milk is a
good food. Cattle breeding is
the most progressive thing for India
but we give it up in place of machines
and machines. Cattle breeding is very
good to the nation as a whole. It
should be cxamined. With these re-
marks, I conclude

Mr. Speaker: Shri Nath Pai, Before
he begins, I would like to say this. T
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have got a list of 20 names from the
Congress side. If all of them want to
be accommodated each must be con-
tent with ten minutes; otherwise some
shall have to be left out. It is for them
to choose. The time has been divided
between the parties. So, they should
be satisfied with that.

Shri Nath Pai (Rajapur): Mr. Spea-
ker, the Finance Minister takes pride
in his reputation for bluntness which
he mistakes for dedication to truth
and which his critics misrepresent as
harshness. There has bzen a compe-
tition in this House to pay him compli-
ments. Members have been vying with
one -another for what they describe
as his lucidity and clarity and even
the hon. lady Member who sits on my
right complimented him on the extre-
mely intelligent piece of work he has
done in presenting his Budget,

Mr. Speaker, I think the presenta-
tion of the Budget of the Union Gov-
ernment is not an essay or elucution
competition in a college where one
looks for the qualities of diction,
grammar and syntax and grace as in
a speech or essay. I am going to do
him the unusual compliment of talk-
ing like him bluntly and I hope he
will agree that it is perhaps thg best
compliment that onc can reccive—the
imitation of a virtue which one values
very much in oneself.

The Budget of a Government which
is pledged to the proposition of build-
ing an egalitarian society will have to
be something different. I think, than
the presentation of an annuai balance
sheet, profit and loss account present-
ed by the chairman of a board of
directors to the shareholders. We will
have to examine every single Budget
for a long time to come in this country
against the long-term obiectives and
against the goals which we have set
for ourselves. And the final criteria
and the final judgment for deciding
whether a particular Budget is good
or bad is not the lucidity or brilliance
of the language but whether that par-
ticular Budget and the proposals take
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us nearer the goal which we have set
before ourselves. I am going to exa-
mine some of these goals and see how
far Shri Morarji Desai’s proposals are
likely to help this countrv in the rea-
lisation and achievement of these
goals. I know times without number
this House has heard from Members
participating in all kinds of debates
the cherished goal of this countrv. I
would not take the time of the House
on that. Perhaps the Second Plan has
summarised these goals in succinct
terms. They are, I think, the essence
of socialism. The first is the provision
of jobs, provision of employment to
those who are denied the elementary
right of earning their livelihood by the
sweat of their brow. The second
priority, another essential quality of
socialism, will be that we try to re-
duce the inequalities in society. There
are two other objectives which of
course are necessary to fuliil ‘hese
two objectives, that is, rapid industria-
lisation of the country and raising the
standard of living of this nation, Now,
how far Morarji Bhai’s proposals help
us in this regard?. There is a very
interesting feature about planning in
India and the Budget proposals., By
the very nature, planning means
helping those who have been denied
a share in society’s wealth. Planning,
therefore, invariably comes in conflict
with those who are generally describ-
ed ag the ‘haves’. But surprisingly
enough, the most vociferous cham-
pions,and supporters, nay, advocates of
planning in India have been the
‘haves’ of India. This 'is something
very peculiar. Maybe this.is the land
of Gandhi and Buddha and therefore,
we witness this spectacle that the capi-
talist class in India have been lending
very loudly, suspiciously loudly, their
support to the plans in India. I would
like to see who are the beneficiaries of
the budget proposals and planning in
general in this country.

Here is the Eastern Economist of
April 27, 1962. What has been the
result of Shri Morarji Desai’s propo-
sals? The Chairman of the Bombay
Stock Exchange, which is the baro-
meter of the businessmen’s reaction
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to what the Government is doing.

says:

“The Finance Minister has struck
the golden mean between too
much deficit finance, both of which
could be inflationary in the pre-
sent circumstances.”

Shri K. R. P. ' Shroff—must be an
equally great dignitary like the
Chairman of the Stock Exchange; I
do not know who he is, but he must
be very big, besause the Eastern Eco-
nomist quotes him as an authority—
has complimented the Finance Minis~
ter on having held the scales even
between the rich and the poor, bet-
ween the ‘haves’ and the ‘have nots’.
It thust be a wonderful means of the
ability one can display in holding the
scales evenly between 41 million poor-
and 1 million rich! This compliment
should make the Finance Minister sit
up and examine as to why, if some-
thing is wrong, we are receiving this
unadulaterated applause from this
source, There may be a veneer of
criticism here and there. The reason
is very simple,

The reason is, during the past 15
years, in spite of all the talks, all the
proclamations, all the manifestaes that
we have been issuing about our march
towards socialism, the economy of this
country has been in the grip of one
who is a greedy profiteer, and I am
afraid, an indifferent bureaucrat. As a
result, the beneficiary of what we have
beenr doing has not been the common
man, who happened to be on the lips
of everyone who spoke in the House;
he has not been the benefi-iary of
planning. Sir, I will be taking the
barest minimum of statistics, b~cause
I fully agree that statisties can ke very
misleading. But only to avoid the
charge of indulging in platitudes, I
will be referring to the minimum of
statistics to drive home the point I am
seeking to maKe that during these 15
vears there has been an almost aggres-
sive concentration of capital wealth
and income in a small sector.
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Shri Nigam and Shri Choudhuri—
both are very distinguished officials
of the Companvy Law Administrauon
and I hope in being quoted by an op-
position Member, they will not be
incurring the wrath of somebody—
have pointed out these very salient
features about this concentration of
‘wealih in our country, in their study
The Corporate Sector in India. They
have pointed out that 7 families con-
trol, of the total corporate assets in
the country, as much as 35 per cent.
‘There are 119 companies 1n this coun-
try which control as much as 45 per
<ent. of the paid-up capital of comna-
nies which they took ‘nto considera-
tion, i.e. about 8,000. Further, they
pointed out that among the 30,000 re-
gistered companies, 0-4 per cent of the
companies control as much as 35 per
cent of their assets This is one aspect
of concentration of capital.

There is another interesting feature.
I nave nothing against anybody in
particular. but the same 10 families
distribute and control among them-
selves as much as 619 direclorships.
One of the essential aims, the motive
force, of socialism is to prevent, and if
we cannot prevent such concentration
of wealth, at least to put a check on
it. Here the process seems to have
been absolutely the reverse. This is
about concentration of wealth. What
about income?

I will give a few figures about in-
come. It has been pointed out by Mr.
Lydall, writing in the Economic
Weekly of June, 1961,—I am quoting
this to drive home the particular argu-
ment which 1 am advancing—that the
top 1 per cent of our population re-
ceive ag mu h as 10 per cent of the
income. top 5 per cent receive 23 per
cent of the income and the top 10 per
cent of our population control, receive,
enjoy and have the benefits of 34 per
cent of the total income, There is
another interesting salient feature
pointed out by these two scholars,
civi] servants, if you like. They point
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out this very interesting feature, that
in the highest income bracket of Rs. 2
lakhs and over there hag bean an
appreciation in s2ven years of ag much
as 336 per cent in income. Take a
few companies—I will cite only three
or four. My hon, friend Shri Moraika,
who always speaks with expertise,
who always speaks with knowledge
and who should know better, even he
had to quote the dividend returns
when he made a reference to the Re-
serve Bank Bulletin. The Reserve
Bank index number of variable divi-
dend industrial securities shows an
appreciation of 80 per cent. But I
will take a few companies, because
these indices can be alittle confusing
for laymen like me,

Shri Morarka (Jhunjhunu): They
were not dividend returns, they were
the prices of shares on which variable
dividend is payable,

Shri Nath Pai: Quite true—I am
open to correction—the index num-
ber is about shares. I will tell him
immediately about shares also. I have
got a handbook here, I would like to
point our to him a figure. This i; the
Tata Book of Statistics. This says that
on an average the profits have been of
the order of 10 per cent, that is, with-
in ten years a man who has the money
to invest in shares of equity capital
can get a full return of his capital in
ten vears. I am going to compare it
with the common man and what he
will be getting. Here are a few com-
panies whose returns are rather in-
teresting. From 1958 to 1961 in four
years, the Ambica Mills gave a re-
turn of 150 per cent on the equity
capital, the Mettur Mills gave 155 per
cent, the New India Assurance gave
167 per cent and Burn and Company
105 per cent. Certainly, is it not the
most eloquent testimony that we are
trying to bring about an equalisation
of incomes? Sir, ‘equalisation’ is a tall
claim, We cannot talk of that. But
there is no evidence in any se-tor of
a more egalitarian or at least a more
equitable distribution of incomez.
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Shri Sham Lal Saraf (Jammu and
Kashmir): Is it because of the effici-
ency and technical know-how of these
parties that they have earned so much?

Shri Nath Pai: I am coming to that
point. I will be grouping like the hon,
Member to find a reply to this. I have
a suggestion to make, but mine will
be a conjecture. Those who can
manage only know it better. It will
be seen that some of these companies
have got more than 1} times the value
of paid-up capital that they invested.
Very lucky are the people who can
have such benefits from a socialist
socicty!

Having said this, I will compare it
with some other sections of the so-
ciety. Less than 3 per cent of the rich
peasants operating about 27 per cent
of the acreage, which is about 30 acres
per head or per household, have bene-
fited to the extent of Rs. 462 crores
from the Rs. 1700 crores income which
was generated in the past decade. That
means, Jless than 3 per cent of
the peasantry in this country are the
beneficiaries of what we have been
putting in to bring about a more
equitable distribution of income in
this country.

Let us see how in that process there
has been an aggravation ¢f disparities
in the country. Professor Raj, in an
essay whi h he read out to the Dewan
Chand Centre here in last March, has
pointed out that the agricultural la-
bourer in the past five years, far from
being a beneficiary of socialism in this
country has been a loser. Today, in
spite of all that we claim to have done
for him and the investment in irriga-
tion, in fertilisers and all that, the
earnings of this agricultural labourer
has dropped from 447 to 437. On the
other hand, his indebtedness has gone
up from 105 to 138, and the days
which he has to spend unemployed,
cursing his fate for being born in this
country. have gone up from 82 to
110. Professor Raj in this analysis
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points out that the disparity is of an
order where the lowest income of this
group is 100 and the highest income is
the one to which I referred earlier.
That means the disparity is 100 times
more. To find a comparable simila-
rity or comparison we shall have to
travel far and wide, go to Spain or
one of the Latin American countries
where alone such disparities in in-
come prevail.

1 would like here, at this stage, to
point out an interesting thing. We have
been talking very loudly about the
growth of national income, that dur-
ing the past decade it has gone up by
42 per cent or so. In the same period,
the average per capita income has
gone up by 17 per cent. May I know
what is happening to this then? Here
are a few figures from the National
Sample Survey. There are 40 million
of our countrymen who live on a daily
earning, a daily income of 30 nP. An-
other 40 million are living on 4 annas,
20 million on 2 annas and G0 million
on five annas. That means there are
60 million of our brethren whose
monthly earnings do not come to half
the daily allowance that an MP re-
ceives, and we know that an Indian
MP is the lowest paid employee in the
whole world. That is what an ordi-
nary employee gets in this country.

We are hoping that if everything
goes all right, by 1975 the per capita
income in this country will have been
doubled. There are many ‘ifs’ and
many pitfalls in the meanwhile. But
assuming that the target will be rea-
ched and that we will surmount all
the pitfalls and the diffi ulties which
beset our path. where shall we stand?
I think a reference was already made
to it that the income will be sinaller,
the per capita income that we will
get in 1975—I hope many of us will
survive these days of scarcity to see
that golden day when the national in-
come will be doubled—that will be
lower than the per capite income that
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a person gets in our neighbouring
country of Ceylon and India will, to
quote Shri H. V., R. Iengar again,
even after five successive Plans will
be among the poorest countries of the
world. Surely, not again a very good
way of telling the world that we are
marching towards socialism.

I have before me a review publish-
ed by the Government of Maharash-
tra that the Government there spends
about Rs. 400 on a prisoner and after
fifteen years a citizen of free India
hopes to get an annual income of
Rs. 400.

Some time back some 800 of our
countrymen died in the streets of
Kanpur, Allahabad and, I think, in tne
capital also. What did they die of?
Not of any epidemic, but they died be-
cause there was no shelter, there was
no food, they had nowhere to go and
they died after agonising and tortu-
rous days in the streets of the capital
and other cities in northern India.
What a commentary on the tremen-
dous progress that we have rmade to-
wards socialism! It was precisely the
sight of a young girl dying in the
streets of London that moved the
hearts of 3 Ruskin and a Marx and
gave them the call for a new i'm, a
new religion of the era called socia-
lism. They were agonised to see a
young girl of 18 sitting on a dung hill
and dying there because she had now-
where to go, no shelter,

In India when such things are hap-
pening and when we ask for further
- details from Shri Datar, the Minister
in the Ministrv of Home Affairs, he
says with such a shocking selfcom-
placency that the House was taken
aback. that the Government is collec-
ting the figures and “we have written
to the Delhi Administration”. How
much have we fallen? When tiie deaths
of hundreds of our countrymen, the
agonising and tortured deaths of hun-
dreds of our countrymen are taking
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place, it is for us an exercise in statis-
tics and arithmetic. Surely, I think
this is not the wav one proveeds to
build socialism. Now Shri Saraf was
kind enough to ask me what is hap-
pening.

I will take four examples of what is
happening here. Firstly, of course, we
have a very :-teeply graded svstem of
taxation, There is the income tax,
there is the wealth tax, there is the
gift tax and there was the expenditure
tax. Of course, if one escapes through
all this, there is the estate dquty--a
remarkable system of taxation. But
what is the performance? 'The expen-
diture tax has been discarded
because the returns are not attractive.
I am very sorry that this ha: been
done. The reasons are very simple.
Because, the expenditure tax was part
of the whole integrated system which
was to help the country in preveating
evasion and to put a check on ostcnta-
tious  consumption. Sir  Stafford
Crips has gone down in the history
of Britain as the iron Chancellor be-
cause he had the courage, he had the
vision, to bring to his people proposals,
measures, which created a new Britain
out of the war-devastated Britain.
Therefore, a grateful posterity recalls
his memory as an iron Chancellor. I
think Shri Morarji Desai who, un-
doubtedly has a large measure of
courage but about whose imagination
I do not know very much, will cer-
tainly go down in the annals of our
history, post-war history, as the oracle
of ostentatious austerity, be-ause in
the midst of all this falk on the cne
hand, we -ee the aggravation of p.ver-
ty and. on the other. an unlimited
concentration of wealth. Why do I say
‘unlimited’? May I quote Tlere is a
country which openly flie- the flag of
private capital. And what hapaened
in that country? The American capital
had never had it so good as during the
regime of Mr. Coolidge and Mr. Har-
ding. Mr, Coolidge said. The first
duty of the American Government is
to help the business community. He
openly claimed that. He said that
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“the man who builds a factory builds
a temple” He also said that if the
Federal Government goes out of exis-
tence, the people of America will not
suffer, but if industry goes out of exis-
tence we shal] go to ruin.

When such was the worship of busi-
ness, even then what was the position?
I am quoting from The Age of Roose-
velt, a first-class study by Arthur M.
Schlesinger, Jr.

“Through the decade”— when there
was a President who said that the first
duty of the American Government is
to help the business community—
“Through the decade, profits rose over
80 per cent as a whole, or twice as
much as productivity; the profits of
financial institutions rose @ fantatisc
150 per cent.”

And I have shown that in this
country, in a lesser period, profits
have gone higher, dividends have gone
higher, and the return has becn more
than 100 per cent, And the Americans
never pretended to be follewing a
socialist commonwealth, the creation
of an egalitarian society; they were
out to help the private enirepreneur,
the businessman, the business com-
munity. Even they would be abhorred
to know this. The truth is that the
busines: community in this country has
never had it so good as under the
Congress regime. And the best
evidence, apart from the statistics I
have quoted, is the Prime Minister
himself, who, in one of those moods
which endear him so much to the
people of this country, angrily told an
election meeting in his own State that
during the past ten years the capita-
lists and the industrialist classes in
this country have amasseq greater
wealth than in the past one hundred
years of foreign rule. That is my
best and last testimony on this point.

What is happening is this, that we
have thig system of new taxation, but
the tax collecting system remains the
old, ancient one The tax-collecting
system has not been geared to the new
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tax system. We create a tax and then,
before giving a battle, we give it up.
I will give this example. This parti-
cular tax was discarded, Why? Be-
cause the return is not so good. Is the
return really that bad? Did we do
all that was necessary? Was it not in-
tended as a part of a whole gystem,
and if you pull one plank there is the
danger that the whole :ystem may
begin to collapse and crumble. That
is the great danger,

Let us take the other two toves,
There is the Wealth Tax and the Cani-
tal Gains Tax. What has happened
to the Capital Gains Tax? I think
Shri Morarka will correct me if I sm
wrong; there are as many as 976 or
977, or thereabout, assessees for the
Capital Gains Tax. What is the total
return? It is of the order of Rs. 66
lJakhs. Who will believe that in this
country? If we cast a glance at Cal-
cutta. Ahmedabad or Bombay, what
has been the appreciation in the land
value and what are the huge transac-
tions? But the poor tax-collector is
dodged, is cheated of his due, because
of the ingenuity of the businessman,
because of the benami transactions.
Something will have to be done to in-
vestigate this, and I hope those who
assist the Finance Mini ter will give
some attention to this matter as to
how to bring into the net of the tax-
collector all these vast benami trans-
actions. Will it seriously be contended
that the only gain to be taxed in this
year was Rs. 266 crores? But this is
what we have ceen, namely that the
total return from capital gains is the
paltry, insignificant sum of Rs. 66
lakhs

Take Wealth Tax again. Rs 7
crores have been collected. If we
compute at the rate of 13 per cent for
Rs. 2 lakhs for an individual and an
undivided Hindu family, it means
about Rs, 430 crores wealth is earned.
If that is so. is this a true picture?
‘What about the accumulation of a sets
which is reflected in the investment
and the booming share capital? The
truth is this, that the ingenuity of the
businessman is proving far too much
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for the tax-collector A method will
have to be found out for this.

There are about 77,000 doctors in
this country, And how many of them
are IncomeTax assessees? Only 17,000.
I think it was some English Viceroy
who once quipped that perhaps it is
more profitable to be a clergyman
than a doctor. That was fifty years
ago. We thought that things had
changed in Free India. There are
only 17,000 doctors paying Income-
tax. And I think doctors are among
the people who—thougn they can-
not compete with the industrial and
financial tycoons who are gradually
spreading their tentacles on the in-
dustrial and economic life of this
country—are certainly well off. But
how much tax is collected from them?

Sir, I have given three examples.
Here is a tax system on paper, in
theory, very steeply and socialistical-
ly upgraded. But in practice what is
the return? Therefore we go on look-
ing for other avenues of tax collection
for our revenue.

I will be pointing out here a few
things that can be done. But, Sir, 1
am afraid about my time and so in
case I am running ghort, I have one
word to say before I take up this
issue, because I may be cut short, and
that is about the public sector. I think
I had the privilege once in pointing
out some of the glaring shortcomings
of the public sector. We were very
unhappy, but we certainly want the
public sector to remain in thi; country
and—as the Prime Minister said once
but which is never implemented—to
have a commanding height in the
country, We ‘had pointed out that the
performance of the Hindustan Steel
(Private) Limited was not parti-
cularly inspiring. But our intention
was never that the public sector
should be completely discredited in
this country, But Annexure XVII to
this Explanatory Memorandum
precisely does that, I know, a very
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brilliant team of devoted civil servants
produced this memorandum, and we
should like to express our appreciation
of the same. But somehow there is
something very significant about the
manner in which Annexure XVII is
prepared. If a Swatantra was to be
called upon to pass his judgment on
the public sector, he would not have
prepared a more damaging annexure
than what has been prepared by the
Government of India. What does it
show? It shows that this is going
down, sinking, that it is failing. It
simply fails to give an analysis to
this country and to Parliament of
what is the performance of the
public sector.

I know there are many managerial
weaknesses. There is a lot of waste,
and all this needs to be checked very
sternly as quickly as possible, as we
hope to do it. And we hope that the
Committee of Parliament to check all
this will be created without loss of
time. But this Annexure certainly
fails to tell the people something very
significant. First, it does not tell what
is the relation of the loans to these
companies, to these public enterprises,
from the Government, and what is the
interest thereon. When it talks of the
return being so low as 3 per cent, it
does not tell that some of these com-
panies have ag much of their capital
as 50 per cent, which is a loan from
and a debet to the Government of
India, and what is the amount of
interest being paid. It is nowhere said.
What is the actual investment, we are
never told. Very significantly, it does
not disclose to Parliament, and there-
fore in the process discredits the
public sector, that large amounts are
to be kept ag reserves, as depreciation
fund and other funds, which is a
matter of policy., But there is no dis-
closure of thig very salient feature.

An equally important feature about
this Annexure is that there is, what
is called, social capital which forms
nearly 20 to 30 per cent of the invest-
ment of the public sector. The town-
ships, the hospitals and the other
amenities, they do not bring a return.
But thig is pot separated, and there-
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fore the sum total of the product is
that we are shown that the public
enterprise is not doing well. I hope a
vigorous defence of this will be given
by the Finance Minister, because
there is a cry raised in this country
that the public sector is failing.
Definitely it has not failed and we
shall see to it that we do not -allow
any one to jump at it to destroy it.
What is happening is that this picture
Is not being properly painted.

But that is not to allow a self-
complacency on the part of those who
today are running it. In many places
there is a lot of scope for improve-
ment. One gets the impression that we
have two faces, one of Dr. Jekyll], the
respectable face of socialism as we see
here, but when Dr. Jekyll goes on his
real business he is Mr, Hyde of the
Swatantra Party. The Swatantra
openly stands for their benefit. But in
practice this is what is happening. I
am not at all convinced—I hope, Mr.
Speaker, that I can have two or three
minutes. I do not know how much
time I have taken.

Mr. Speaker: He may conclude in
two minutes.

Shri Nath Pai: We would only like
the face of Dr, Jekyll, the pleasant
face of socialism and the benefits that
are likely to follow if it is given a
fair chance. But he comes as Dr.
Jekyll to Parliament, but when he
goes to the share market he is Mr.
Hyde, and we would like to be saved
Jrom this,

Mr, Speaker, I would like, in con-
clusion, to sum up my criticism and
to make once again the plea that if
we levy a tax we shall collect the
tax. If we lay down a policy we shall
have the guts, the courage and the
vision to follow it. In the process
we may have to hurt. Mr.
MacMillan, speaking in the House
of Commons, said, you cannot—-I do
not want that word—without squeez-
ing get anything out of anybody. So,
we shall have to hurt somewhere.
Shall we squea] the moment {12 hurt
is proclaimed by those wi.c are suficr-

VAISAKHA 19, 1884 (SAKA)

Budget—General 3454
Discussion

ing the hurt? This was what
Dr. V. K. R. V. Rao said in a re-
cent essay On all the four ob-
jectives, he said, the countiry is
failing and the Budget has to be
judged against this long term objec-
tive and its goal of lessening dispari-
ties, of increasing the volume of
employment, of giving a higher stan-
dard of livinig to the common man.
The concealed falling in the standard
of living has been disclosed in a study
published by the Commerce.—special
issue last year. Dr. Rao says, again,
in this very respectable Eastern Eco-
nomist, that the employment objec-
tive set out in the Plans have not
been fulfilled and to the extent that
industrial development has formed the
sheet anchor of this policy, the indus-
trial revolution has not succeeded in
its objective. I am summing up by
pointing out that so thorough and
objective an observer, whe has not
been particularly, I think, a severe
critic of the present Government likes
Dr. Rao hag pronounced that in the
major targets of planned economy,
the performance of the Government
of India is one though not of mas-
sive failure, definitely a lamentable
failure. Therefore, I cannot join
those who have been vying with one
another in lending their support to
the Finance Minister.

Shrimati Renuka Ray (Malda):
Mr. Speaker, in presenting his Budget
for the first time o the Third Parlia-
ment, the Finance Minister has very
aptly pointed out that fiscal policy
and ils objectives have changeq today.
It is no longer merely to raise resour-
ces to cover expenditure. But, there
are other objectives such as increas-
ing savings, promoting exports and,
what to my mind is of the greatest
consequence, and in the words of the
Finance Minister, it must serve ‘“the
objective social justice in distributing
the rewards and sacrifices implicit in
planned progress.”

Mr. Speaker: 1 have already
announced that the Congress Mem-
bers try to condense their remarks
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within 10 minutes. That should be a
‘warning to every Member.

Shrimati Renuka Ray: This is very
sudden. It will be very difficult to
condense.

Mr. Speaker: It was Jone earlier
‘by me, because, I have a list of Spea-
‘kers that the party wants.

Shrimati Renuka Ray: Fifteen
‘minutes, Sir. We have therefore, to
examine the Budget proposals in view
of these objectives and see how far
‘they bring about greater equality bet-
ween the haves and the have-nots.

In the last session of the last Par-
liament, in the Lame Duck session,
‘when the Budget was presented, the
Finance Minister told us with clarity
as to the resources position. Natu-
rally, now, he has brought forward
‘tax proposals for Rs. 60.80 crores
-which will wipe out the revenue defi-
cit. This is a measure, as he has
said, calculated to bring about dis-
‘inflationary conditions. In a country
which has much leeway to make up,
we have certainly to go in for
planned progress. There are some
people who do not believe in
planned progress and who do not
think, perhaps, that the Third Plan is
of much good. But, whatever its
defects, the Third Plan has within it
all the amenities and necessities of the
poor people, which, if implemented,
will certainly go a step forward to-
wards beinging about a greater
-equality, I do not, therefore, agree
with my hon, friendq Shri Nath Pai
when he sayg that the business com-
‘munity is giving its support &nd
‘therefore, it must be wrong. Some in
the business community may give it
1ip support. There is no doubt that,
if we could implement the Plan in a
proper manner and in the manner in
-which it is meant, we shall go a great
step forward towards bringing about
a greater equality in the country.
“There are, of course, sectiong of the
people who have found representa-
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tion in Parliament who do not believe
in jt. The Swatantra Party leader told
us that they were very concerned
about the common man and they de
not thing that the Plan would help
them; but towards the end of her
speech, it seemed that her ache was
for the privileged few who have privy
purses,

Shri Mahida (Anand): There are in
the Congress also.

Shrimati Renuka Ray: That is not
the Congresg approach.

Mr. Speaker; The hon. Lady Mem-
ber is losing her time unnecessarily

Shrimati Renuka Ray: L[et us
examine the tax proposals in this con-
text. we find that the wealth tax has
been increased. This is, indeed, some-
thing to be welcomed. We find also
that there ig going to be a tightening
of the schedules of admissible enter-
tainment expenditure. This is a good
thing. The corporation tax has been
increased by 5 per cent. All these will
bring about the objective we want.

Turning from this, I come to the
question of dropping the expenditure
tax. If we really want that that the
wealth tax returns should come to
us—satisfac'orily, and that there is
check of some kind on spending, it
is necessary that the expenditure tax
should remaijn. The Finance Minis-
ter says that it is best not to continue
a measure which, “as a source of eco-
nomic restraint, has been ineffec'ive
and as a source of revenue, unattrace
tive.” What did Shri T, T. Krishna-
machari say when he introduced this
measure along with the wealth tax?
He said.

“For expenditure tax purposes,
the income shoula not be the
decisive criterion. For, if that is
so, expenditure from asse's, from
wealth, will not come within the
mischief of the Act.”

Again, he says:
“I hope that in course of time

people will agree that they
should not spend more than
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Rs. 30,000. Ultimately, if every-
body spends only Rs. 30,000, we
may not get this tax. But, the
tax will nevertheless be necessary
as g restraint on conspicuous con-
sumpation.”

Whether the tax has been effective
or not in regard to this the abolition
of this tax will certainly take away
whatever protection there is today.
It will be no use having an increase
'n the wealth tax or in income-tax
anless the expenditure tax remains.
intact. I do appeal o the Finance
Minister, who is not here now, to res-
tore the expenditure tax.

Then, I turn to indirect taxation.
Here also, the Finance Minister has
said that there are people who consi-
der indirect taxation regressive in the
sense that the burden falls on the
poor. He quotes the example of the
excise duty on automobiles, refrigera-
tors, etc., whose incidence naturally
falls on the rich. This is begging the
question. There are other indirect
taxes which are regressive, because,
they do fall on the poor men. A poor
man in India is not the same as the
poor man in America or in England.
Therefore, indirect taxes where the
consumers are poor people, should
not be increased. We have enough of
‘them. For instance, the increase of
duty on loose tea: 1is it not calculat-
ed to affect the commoen man? Do
not matches and patent medicines af-
fect the poor people? Does
not cloth also affect the poor
middle classes? What about railway
fares where even in the third class,
it is 10 naya paise more? All these
things. I think, are regressive in
nature. Therefore, I do appeal to the
Finance Minister, even at this late
hour, to drop these taxes. I speak
especially of the poor middle class
people who are being terribly neglect-
ed today. They are struggling to
maintain their standard of living and
provide for their children equal op-
portunities which we want. When we
have a proper welfare state on the
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socialist pattern and there being equal
opportunity for all the children in the
country, it will be different. Now,
we are not helping them to keep up
their standard and provide for them
that educational opportunity through
which equal education is available o
all. I would beg of the Finance
Minmister to look into this matter with
greater concern, and I hope that even
now the income-tax on the lower slabs
can be dropped. There are many who
believe that a broad-based tax must
be there, and that the sacrifice must
be spread out amongst the entire com-
munity. Yes, but it can be sacrificed
only on the part of those who can
sacrifice and who have some margin
to sacrifice. Only they can be called
upon to sacrifice, and not those for
whom we are bringing these Plans of
development, plans for which we want
resources, so that the people who live
below the margin of substance can
improve their status. Are we going
to give them things with one hand and
take them away with the other? For,
as we all know, the effect of indirect
taxation, on the basis of past exper-
ience, is cumulative,

13 hrs.

It is not only the commodity which
is taxed which goes up price, but some "
other commodities also go up in price
as a result. I do not think, and I do
not agree with those who say, that
we have fully held the price-line. Of
course, it is true that to a certain ex-
tent, things are better, and the whole-
sale index of priceg has improved, but
so far as the retail prices are concern-
ed, thcre has not been any discernible
improvement, in any“manner whatso-
ever. Anyboy who goes to the market
and who tries to buy any consumer
products, which the poor man also
has to buy, knows the truth of this.

Therefore, I would ask that this com-
placency regarding the price line
should go; although to some extent,
the price must go up in a develop-
jng economy.

There is another point that I should
like to raise and that is in regard to
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the food policy of our country. To-
day, we have Nature's bounty on our
side, and, therefore, today, the prices
of foodstuffs will not go up to a high
level. If we bring in credit control,
we can prevent speculation on this
account. But what are we going to
do for the future? Are we satisfied
with the progress in regard to ferti-
lisers and in regard to smal] irriga-
tion works? I come from the district
of Malda where smal] irrigation is
most needed but hardly exists. There-
fore, I say that we should not be
complacent on this point either.

Now, I would say one more word
more about the indirect taxes. This
is a kind of vicious circles into which
we have got. On the one hand, ag I
said, we are trying to bring in disin-
flationary measures by seceing to it
that deficit financing is decreased, and,
on the other side, we are not doing
anything to hold the price-line; Un-
less we take al] these precuations and
unless we take the various measures
that have been suggested by some of
the committees and commissions, it is
no use saying that thing will im-
prove. I would ask Government not
to be like the proverbial ostrich hid-
ing its head under the sand, bat to
look up and see what is happening.

I would like the Finance Minister,
who is not here at the moment, to see
what is happening in regard to foreign
exchange. This is the most peculiar
thing, an irony that exists in this
country. We understand that foreign
exchange must he conserved. So, even
students who want to go abroad for
training do not get any foreign ex-
change. And we quite accept that.
But what about those people who are
going abroad, not once, twice or
thrice, but four times a year with
their families, and who do not even
ask for any foreign exchange? Where
do they get funds from? They make
adjustments about the money that is
owing to them in the foreign coun-
tries and they spend that money there,
That money is money that should
come to India. That is a form of in-
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visible export, I would say, and it
is most necessary to check this kind
of thing. I am sure the Finance
Minister will agree and will not coun-
tenance any such thing any longer,
and I hope steps will be taken to ef-
fectively control these persons who
think that they are beyond the law,
who do not pay their taxes, who do
not feel that the foreign exchange
that has to be conserved for the nation
needs to be conserved by them. They
seem to feel that they do not have to
do anything about it, and they do not
need to have any national feeling in
regard to these matters. Any sacri-
fice that has to be made has to come
from all other people of this country
cxcept them. We should take effec-
tive steps to deal with these people
who consider themselves to be above
the law. Parliament has given powers
and can give more powers, if neces-
sary, so that this sort of thing could
be ptopped. How can we face the
people when such people can not be
effectively stopped from doing such
things?

I would suggest most respectfully to
our Ministers—some of who are here,
and others are not here—that it is
necessary for the Ministers in Delhi
to set an example of austerity. It is
no good preaching austerity to bus-
inessmen who have money to buy one
or two lavish cars which are difficult
to obtain in this country, when such
lavish cars are used by our Ministers
themselves. I would suggest that
they should use for their purposes
only the smallest car made in India.
The Prime Minister example should
be followed. Only then we can
catch these businessmen and ask them
how they get the funds, and whether
they are paying wealth tax, expendi-
ture tax and so on.

There are lots of points to cover,
but since my time is up, I would
just touch upon one or two more
points. I would say just one word
about the utilisation of our resources.
Of course, we do need all this money
which the Finance Minister has a<k-

[ 4
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ed for, but I submit that this amount
ran be raised by other methods. My
hon, friend Shri Moraka pointed out
yesterday that the amount of these
taxes which hit the poor people comes
to about Rs. 10 crores. If we drop
these taxes, then surely we can raise
this sum through other methods and
thereby fulfil our Plans.

In conclusion, I would refer to a
matter about which I know the hon.
Finance Minister is himself quite
keen, namely that he should see that
the moneys that are allocated to the
Ministries at the Centre and in the
State Governments are not wasted in
any maner but are utilised well. 1
know that while there is no moncy to
give children meals in the schools,
money lapses in the budget provision,
and in last year’s budget also, money
lapsed under the head ‘Social ser-
vices’. That is a tragedy, and 1 hope
that the Finance Minister will sce
that that does not happen again.

With these words, I support the
Budget proposals.

An Hon. Member: The hon. lady
Member should come and sit on the
side of the Opposition.

Mr. Speaker: Order, order. He
can persuade her outside the House,
not inside,

Shri Nambiar (Tiruchirapalli): We
are encouraging her.

An Ilon. Member: When she was
a Minister, what did she do?

Mr. Speaker: Order, order. The
hon. Member is not listening to me.

Shri Fatehsinhrao Gaekwad
(Baroda): Mr. Speaker, Sir, I am
most grateful to you for giving me
this ppportunity to speak today. I
have had occasion to bowl many a
maiden over at cricket, but this is
my maiden speech on the floor of the
House.

Mr. Speaker: Does he accuse me
for that .or does he take the blame on
himself?
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Shri Fatehsinhrao Gaekwad: I take
it upon myself. ’

As is my practice, I shall be brief
and to the point. I have had the great
good fortune fo travelling abroad and
visting many countries of the world,
and during such visits, I have watch-
ed and witnessed some of the world's
best magiciang display their art. But,
undoubtedly, the greatest magician ip
the world is in this country; in fact,
he is an hon. Member of this very
House, and Indian who also happens
to be the Leader of this House, and
he normally occupies the first seat in
the first row in front of me.

For quite some time, like many of
my hon. friends here, the problem of
coal and itg transport by rail has not
only worried me but kept me wonder-
ing. We were not sure whether there
was a shortage of wagons or whether
there was a shortage of coal. I think
that the greatest of magicians has
solved this in this way namely that
he has now reshuffled his Cabinet, and
he has redistributed the portfolios.
The Minister of Railwayg has now be-
come the Minister of Transport and
Communications, and the Minister of
Steel, Mines and Fue] has now be-
come the Minister of Railways, and
a new Minister has been put in charge
of Steel and Heavy Industries. The
Ministries that were quarrelling have
now been reshuffled. I hope that at
least hereafter, we would not hear of
this kind of thing again on the floor
of this House. My State, the State
of Gujarat, highly industrialised, was
hit the most during this period.

For the last few days and today too
I have becn listening patiently, but I
admit with a certain amount of amuse.-
ment, to certain speeches made from
certain quarters across the floor. For
sheer command over the language, for..
sheer diction, these speeches would
have won prizes in an elocution con-.
test, as my hon. friend has pointed
out. Two partieg in particular have
been, extremely vociferous, and al-
though ideologically they are poles

apart. both have been, funailv
enough, speaking on behalf
of the common man. May I in

all humility be permitted to point out
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to them that the common man they
have been speaking on behalf of, has
once again, for the third time in suc-
cession,—voted to power a party he hag
faith in, he has confidence in and
which party, he feels, will lead him
to prosperity. 1s it therefore neces-
sary to ask which party in this House
is really interested in advocating the
cause of the common man?

And, Sir, speaking of the common
man, why is it that all those who at-
tempt to plead his cause, try to con-
vey that he is miserable and unhappy?
Is the common man unhappy? Yes, he
is, although no one can deny that his
lot has been bettered over the last 15
years. But strangely enough, therein
lies the very secret, the very cause of
it. Now he has ben woken up, his lot
has been bettered, but having got a
little, he now wants more, mainly be-
cause he knows what more he ought
to get. If a village is supplied elec:
tricity, ten other surrounding villages
also want electricity. If a village js
provided with water works, five other
villages nearby want water works
too. All villages all over India want
everything at the same time. A sleep-
ing nation has been aroused from its
sleep and is like a lion aroused from
sleep. When a lion wakes up, he
starts feeling hungry. When a sleep-
ing nation wakes up, the nation
wakes up, the thation feels thirsty,
and the thirst is for knowledge.

Here i8 a glorious example to illus-
trate what I mean. 75 years ago,
during his illustrious reign, the ruler
of the erstwhile State of Baroda, my
great grandfather, time and again jm-
plored his people to send their chii-
dren to school. But the importance
of education was not understood then.
Eventually in 1893, he was forced to
introduce free and compulsory primary
education. Parents not sending their
children to school were asked to pay a
fine. Tunnily enough, many parents
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chose to pay the fine and keep the
children at home. But today what do
we see? I saw it in the last elections.
Where there is a primary school, they
want a high school; where there is a
high school, they want a college; where
there is a group of colleges, they want
a university.

The common man wants more and,
as I said, therein lies the cause of his
unhappiness. He has becomga conscious
of what he ought to get. And T am
sure—speaking on behalf of my party
—that the Congress party will never
regret losing an election if that is the
price to be paid for such an awak-
ening which is likely to be exploited by
the opposition.

Mr. Speaker, Sir, You will no doubt
readily agree with me that no person
in his right senses either in this
country or outside, can deny the fact
that we have achieved a tremendous
deal since independence. Yes, opinions
may differ, will differ, as regards the
extent of our achievements. Criticism
in various form and manner will be
levelled against Government. I am not
one who will deny that mistakes have
not been committed, and I do not say
that we will not make more mistakes.
But I am sure that this is what history
will gay of this country, this is what
posterity will testify—that no other
country in the entire history of the
world hag ever achieved so much in
a brief span of 15 years,

In my opinion, this is one of the
finest Budgets ever presented to this
House, and for this the hon. Finance
Minister deserves our congratulations.
It is a Budget which conforms to the
policy accepted by my Party to create
a socialistic pattern of society, I am
aware of the fact that there are hon.
Members of this House, particularly
a section of the Opposition. who dis-
agree with me on this. However, T will
illustrate to them just one example
‘o orove that the Budget does conform
to the policy of ushering in a socla-
listic pattern of society.
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It must be borne in mind that the g .
only direct taxes can be the income- % °

and wealth-taxes and the estate?
duty. Today the very rich pay as much °
as 88 per cent in taxes, in addition
to the wealth-tax which is also levied
on dead assets. Critics do not realise
that the removal of the exemption for
five years of the wealth tax on invest-
ments in new companies means a
heavier incidence of wealth tax on the
holdings of the rich. In the First Five
Year Plan, private sector investments
amounted to Rs, 750 crores and in the
Second Plan period, the figure went
up to Rs. 1,650 crores, making a total
of Rs, 2,400 crores. Assuming that the
ordinary man invested half of it,
Rs. 1,200 crores would be the invest-
ment of the richer section. If it is
further assumed that out of these
Rse. 1,200 crores, Rs. 6,00 crores are
accounted for by loans from banks,
the balance, which on acccunt of ris-
ing prices hag become Rs. 1,200 crores,
will now be subjected to wealth tax.
I must point out to the hon. Finance
Minister that this means a sum of
Rs. 30 crores and not just Rs. 2 crores.
as he has calculated. If this is not an
indication that we are on the road to
building a socialistic pattern  of
society, what is?

The rise in prices is only on paper,
but payment in the form of wealth tax
will, in fact, be in the region of 5 per
cent on the rich man’s holdings. I can-
not claim to be a prophet, but when
the rich start to pay wealth tax, they
will be forced to unload their holdings
and the stock exchange will develop
cold feet,

We are wedded to socialism. It is,
therefore. understood that inequalities
must be removed. We must raise the
living standards of the poor. The vast
majority of our population is made up
of agriculturists. Why cannot we give
higher and better prices for what the
egriculturist produces? If this is done,
two other things will gimultaneously
take place. The agriculturist will
endeavour to produce more, and he
will also remain in the village and not
drift into the urban areas in search
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of employment and there be corrupted
by city life,
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A great deal hag also been done to
augment his income in other ways.
This has been done through spending
vast sums on irrigation porjects, road=
building, electricity, producing ferti-
liser and providing him with better
seeds, This is only solving one part of
the problem. It gtill leaves us with the
task of reducing inequalities and pre-
venting concentration of wealth. My
hon. friend Shri A, K. Gopalan, who
unfortunately is not here today, the
day before yesterday I think strongly
advocated increase in direct taxation.
I agree with him completely, although
I humbly submit at the same time that
I think I have an even better sugges-
tion, and I hope it appeals to him and
to my hon. friend Shri Nath Pai also.
I say impose a ceiling on income, but
at the game time remove all direct
taxes. I would suggest a ceiling, say,
of Rs. 50,000 or even Rs. 40,000, but ¥
reiterate that all direct taxes must be
removed simultaneously.

Shri Namtiar:
undevrground,

Shri Fatehsinhrao Gaekwad:
Maiden speeches are not to be inter-
rupted, but I do not mind being
interrupted.

All income will go

It will solve two problems. No
bother to the tax-payer--he knaws
where he stands, And it would mean
less work for the tax-collector—the
Government. I hope the Finance Mini-
ster will give due consideration to this
suggestion from a person who may be
affected the most,

Sir, that is all I wish to say on this
occasion. I once again congratulate the
Finance Minister on his Budget, and
I whole-heartedly lend my supert ta
it.

Shrimati Savitri Nigam (Banda): It
is a very welcome feature that prog-
ressively our Budget is becoming an
instrument of our Five Year Plans.
There is no doubt that our Budget is
broad-oriented, but I would have
been very happy it it had been
socialism-oriented.
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{Shrimati Savitri Nigam]

While I extend all my support to
the Budget proposals, I would like to
submit that our Finance Minister has
been very cautious as far as direct
taxation is concerned. I would like to
draw his attention to the happy reac-
tions, to which other hon. Members
have also drawn attention, of the
stock exchanges and the sigh of relief
in all big business houses,

13:23 hrs.
[MR. DEPUTY SPEAKER in the Chair]

The country was prepared for a
heavier tax burden as far as direct
taxation was concerned. If our
Finance Minister had made a little
more bold and psychological approach,
1 am gure he could have easily re-
covered three-fourths of the deficit
by direct taxation.

Though it has become almost a poli-
tical fashion to condemn the rising
prices and it is the easiest way to win
the favour of the voter and the comi-
mon man, as far as the wholesale
price index is concerned, it has shown
great stability in recent times. But
what is most alarming is the diffe=
rence between the wholesale price
index and the retail price index. It
shows that the middleman is having a
period of boom, enjoying at the cost
of the consumer and the producer
both. As long as we do not succeed in
controlling the markets, in fixing the
prices, in making State trading suc-
cessful, we must avoid this indirect
taxation because, howsoever cautious
the Government may be, it always
affect the common man. In spite of
the assurance given by the Finance
Minister, all the taxed goods have
become dearer in the market.

Take the case of match box and
cloth. There is a definite increase in
their price in spite of the precautions
taken by the Government. So, I would
suggest that unless we have got some
control and these price fixation com-
mittees do succeed in controlling the
prices of the essential goods, we must
avoid indirect taxation.
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I know, as the hon. Finance Mini-
ster has pointed out, that for rebuild-
ing the country, we need money, and
we have to make some sacrifices, but
sacrifices can be made only by those
who have got enough to make sacri-
fices, Instead of taxing the poor
people, taxing the essential goods and
commodities, if the hon. Finance Min-
ister had taxed luxury goods, only a
few people at the top would have
resented it, but insteaq of taxing the
luxury goods, loose tea and match
box have been taxed.

I would go a step further to suggest
ways and means of yetting more
money. Instead of taxing the indivi-
dual income, the family income should
be taxed. If tax is levied on the family
income, all those cunning ways of
avoiding taxation would be finished.
What happens is that in intelligent
ang resourceful circles, in order to
avoid income-tax, gifts are made, big
lands are purchased, houses are cons-
tructed and even a child of two
months is given a salary. This sort of
wrong method adopted to avoid
income-tax can be stopped if we start
levying tax on the entire family
income.

A lot has been already said on the
Expenditure Tax. I am surprised that
this tax has been abolished. The
reasons given by the Finance Minister
are not at all convincing. Mr, Kdldor
is always quoted as an expert regard-
ing the importance of this Expen-
diture Tax, and I would also like to
quote him:

“Apart from the question of in-
centives, there are other economic
aspects in favour of this Expendi-
ture Tax considered in relation to
the Keynesian economics. Ex-
penditure Taxes provide a more
efficient instrument for controll-
ing the economy in the interests
of economic stability and progress
than taxes levied on income.”

I am glaq that the Expenditure Tni
has been only suspended and not
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repealed, I would appeal to the hon.
Deputy Finance Minister who is
present that it should not be suspend-
ed, but it should be brought back.
Expenditure Tax is part of an integral
tax structure which has been acting
as a crosg check on all the other taxes
such as the Capital Gains Tax. Wealth
Tax and Income-tax. Conspicuous
income is not so abhorent to the
common man as conspicuous expendi-
ture, and this ig an age of conspicu-
ous austerity, not conspicuous expen-
diture. This Expenditure Tax was
helping to a great extent in capital
formation also. So, I would again
appeal to the hon. Deputy Finan&e
Minister to revise his decision.

Though the hon. Finance Minister
has mentioned that permissible busi-
ness expenditure is going to be tight-
ened up, I would request him to
tighten it to a very great extent
because this is the biggest blanket for
tax evasion. Starting from the birth-
day party to the marriage party, all
sorts of occasions and all gorts of ex-
penditure are shown under this
permissible business expenditure.

There are a few drags on our eco-
nomy, which are really creating great
hindrance to our economy, which are
economic progress. I would like to
mention, first of all, the crippled
people, There are more than 5 per
cent crippled people in our country.
As far ag the education of the handi-
capped is concerned, it is the only
subject which has been neglected and
which has not made any progress at
all to the satisfaction of either the
people or the Government.

In America, the tax realised from
the income of the handicapped people
is more than 22 billion dollars per
year while the investment on their
rehabilitation, education ang employ-
ment js only 21 billion dollars. If we
<an make guch a vast population ap
asset instead of being a big burden
on our economy, we would be very
much benefited.
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Whenever I hear our Education
Minister saying that while we have
not been able to educate our normal
children why shoulg we gspend so
much money in educating and rehabi-
litating these crippled children, I am
always reminded that this is not the
proper approach to this problem.
Whatever may be the criteria to
measure the importance of the educa-
tion, training and rehabilitation of the
handicapped, it must be given top
priority without any hesitation,

While appreciating the wonderful
work done by the Planning Commis-
sion, I would like to draw the atten-
tion of the Planning Minister and the
Finance Minister to two very conspi-
cuous defects in our planning. There
is not the necessary emphasis on
social and economic planning and
economic discipline either at the top
or at the bottom, Another defect is
that there is confusion in the matter
of priorities. And the result ijs that
backward areas are becoming more
and more backward and the industrial
areas are becoming more and more
congested and a number of other
problems are cropping up, such as
slums in industrial areas.

Social and economic disparities are
existing not only between State and
State but also between one local area
and the other local area and between
district and district. There are some
privileged classes while there are
some unprivileged classes. Purple
patches here and there do not deter-
mine the economic prosperity of a
State or an area. To avoid this sort
of disparity between area and area
and to remove the backwardness from
various areas, we must have State
Planning Boards and District Plann-
ing Boards which may start planning
from below. Only then will be able
to remove this disparity.

Mr. Deputy-Speaker: The hon.
Member must conclude now,

Shrimati Savitri Nigam: Only two
minutes more, Sir,
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[Shrimati Savitri Nigarm]

When the question is raised that
backward areas should be given more
consideration for lecating industries,
it is always said that because in the
backward areas there are not enough
facilities, so, heavy industries cannot
be located there. But, what about
cottage industries? We should not be
guided by the old odage that the
Managing Director’'s wife always
decides the location of the industry.
We should always be guided by the
pledge that we have taken to establish
the socialist pattern of society in our
country. The Planning Commission
should give top priority for providing
the basic facilities like roads, electri-
city, schools as well as cottage indus-
tries in backward areas. Only then
will we be doing justice to our plan-
ned economic growth.

I would here like to mention the
case of Bundelkhand. Bundelkhand is
an example of what happens to neg-
lected areas. In this area people are
deprived of the facilitics of the
modern age and they are living a
primitive life.

I would also like to emphasise that
self-sufficiency in food must be
attained at least by the end of the
Third Five Year Plan. We have made
gseveral promises in the past. In 1951
also we had declared that we would
reach self-sufficiency by the end of the
Second Five Year Plan. Now it is
high time that food self-sufficiency is
reached by the end of this Plan. Some
dynamic steps need to be taken as we
bhave already got many doors shut.
Take the case of land to be brought
under the plough. We have already
got 43 per cent of the land under the
plough; it hag reached its saturation
point. And what is important that
there is no shifting from this land.
There is such a great burden on this
land., Since 1911, other departments
and the Planning Commission have
succeeded in shifting only 3 per cent
of the. population from agriculture to
other jndustries. These are the great
ol es“in the way of attaining self-
sufficiency in food.
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As the time at my disposal is very
short I would like to suggest very
quickly that we must .

Mr. Deputy-Speaker: The hon.
Member’s time is up.

Shrimati Savitri Nigam: Only one
minute, Sir,

Mr. Deputy-Speaker: She has
already taken 3 minutes more.

Shrimati Savitri Nigam: Land
reform legislation should be expedited
and double cropping should be in-
creesed; instead of 11.9 per cent it
must be at least double. Unless the
yield per acre is increased or doubled
we would not be able to reach our
targets.

There is criminal waste of indige-
nous fertilisers. This should be
stopped. Some jmmediate action
should be taken or some legislation
must be brought to put an end to that.
We are short of foreign exchange and
we have not ‘been able to meet our
present day needs of fertilisers.

wt qwew fag (F9T) o SUTERN
TgIET, AT T AEA, H qgHT 77 g
¥ foq q@ WY faen & ga ¥ fo &
oT T AN § |
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g GETOETET a9 & | e ¥
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qoz A8 & 1 A1 F3 W & EW AT '
fom &l & wfed & 97§ A § ST
ATYTIO qfFTal .1 7 A1 HATSIETE JIH
2 o 7 gngae wEw € | A1 OE
O & 918 gATT A F T A §,
ZAC &Y T e AEA &, TATIATT w
qra gaTR A ¥ Fem Ay € 1 few
ST § I9 F FAT A 9T WK gEAT
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Shri Kamalnayan Bajaj (Wardha):
Mr. Deputy-Speaker, Sir, the Finance
Minister’s budget speech and the eco-
nomic review have created a climate
of reassurance and confiderce. The
proposals, on the whole, are sound
and practical. I welcome the increase
in the exemption limit on donations
and charities. It will help the educa-
tional and other social welfare acti-
vities in the country. The increase
in the exemption limit on post office
savings certificates, insurance premia
and provident fund contributions is
also a good gesture.

But I am afraid, with the increase
in the personal taxation it is a mat-
ter of great doubt as to how many
people would be able to take advant-
age of this. I think the abolition of
the expenditure tax is a very good
thing. It has been said in the House
that it was a paft of the whole integ-
rated tax structure of the country.
Although I grant that, stil] to create
a feeling of suspicion, distrust and
the harassment which followedq along
with the expenditure tax was no cre-
dit to the country. I say that what-
ever benefits accrued because of the
abolition of the expenditure tax have
been more than taken away because
of the increase in the wealth tax,
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which I heartily welcome for various
reasons, to which I will come later
on.

My friend, Shri Nath Pai, said a
few things about which I would like
to say something. He and the hon.
leader of the opposition also spoke
about the high dividends which some
companies were paying. Many com-
panies are old and while calculating
dividend, we must also calculate the
reserves that they might have built
up in so many years. Also, they may
have other capital by borrowings from
private sources. You should take the
total into account and then alone cal-
culate the dividend.

My friend, Shri Nath Pai, also main-
tained that the disparity in the coun-
try is 1 to 100 per cent and he quoted
some authority. Perhaps that may
be true. To my mind, the disparity
is probably more. I had been to
Russia in 1954 and even there where
everybody is an employee of the
State, the disparity was not less than
1 to 100 per cent. Even there, with
such high salaries which the indivi-
duals got, the income-tax or the
direct tax was negligible. I do not
suggest that the disparity should not
be reduced, but for that purpose in-
come-tax should not be taken advant-
age of. 1 believe that income-tax is
meant mostly for creating income and
wealth and that should not be dis-
couraged. If after paying the tax
from the income wealth is created, in
one year or years there will be more
wealth tax payers in the country and
it should be welcomed. But as far as
the question of reducing the disparity
is concerned, and according to the so-
cialist pattern of society that we have
accepted at least our party has ac-
cepted it—we must rely mostly on
the estate duty and also on the wealth
tax. That is how I welcome the in-
crease in the wealth tax.

14 hrs.

My hon. friend Shri Nath Pai also
said that in the hundred years or
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more of British rule probably the
business community has not made
that much profit which they have
made in the last five years,

Shri Indrajit Gupta (Calcutta South
West): He was only quoting the
Prime Minister.

Shri Kamalnayan Bajaj: I agree
with him. I am proud of it and the
business community is proud of it.
When the British raj was here it was
only a police raj. There was noth-
ing to be created in the country, Our
hands were tied, the hands of the
business communily and the indus-
trialists were tied. Now if the coun-
try desires, if the Parliament desires
that the country has to be built and
that the private sector has ‘o be en-
couraged, then alone is the private
sector interested, then alone are the
businessmen interested in  doing it.
But, on the other hand, if this House
in its wisdom passes a resolution that
the private sector is not necessary, I
am sure many of the private sector
people—they are also no less patrints
—would stop their industries if they
are not profitable, if they are not ad-
vantageous to the country,

Some hon. friends have also quot-
ed the authorities of share bazar pre-
sidents and other business peuple and
said that they have welcomed the bud-
get proposals. I must say that their
welcoming the budget proposals does
not make it a capitalist budget, be-
cause among the businessmen and
the industrialist community there are
honest people also and if they hava
felt something honestly for the budget
and if they have said that it shouid
be welcomed there is nothing wrong
in it. There are people among the
politicians who have criticised the
budget not because of the merit of it
but because of their political brand
or label. I think that is to be de-
nounced more than the honest opininn
that comes from any section of the
community. I do not say that amorg
the business community there are not
people who might have appreciated
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or criticised the budget because of

their own interests. That may be sc.

But to denounce it because somebzdy

has appreciated it at a wvarticular

stage is not quite proper.

During the British rule, as I said,
there was no development which was
going on in the country. The couniry
has to be developed now. Noboly will
object if we decide now that we will
develop the country only in the pub-
lic sector and not in the privave sec-
tor. But our results so far achieved
in the public sector are gloomv. and
we are very sorry and grieved abhout
it. 1 do not know how we can im-
prcve it. But unless we improve it
we will be going in a very difficult
way, because without the public sec-
tor, in a planned and controlled eco-
nomy, even the private sector cannot
be sustained. This is my firm bclief, and
for that reason it is all the more im-
nortant and necessary for the private
sector or for the country’s good that
the public sector is developed proper-
iy. methodically and systematically
and jt is made to pay profitably. Sup-
posing the private sector was not
allowed to develop, whatever may be
the development that has been dore
in the public sector, the private sec-
tor’s contribution would not have
been there and the results achieved so
far would have been much more worse
than it is at present.

For that reason, Sir, it should, all the
more, be the concern of the country
ang everybody that in the public sector
we must have a very strict control.
You may appoint a committee of some
people. It is not the nationalisation, as
we call it, of the public sector that is
going to help us. When you nationalise
according to the western thought, you
nationalise the material wealth—may
be machinery or money or whatever it
is—whereas according to the eastern
custom, according to the Asian or In-
dian custom, we should nationalise the
real talent the experience, the good
successful talent in the countr in every
walk of life whether they are engi-
neers, doctors, architects, business-
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men, industrialists, artists, dancers or
singers. When they have reached an
age of 50 and they are successful with
a good reputation, if we call upon
them and tell them that the country
needs their services in the public see-
tor, that they have to come and
champion the cause of the nation to
make it a success, I am sure there are
not people wanting who will come
forwarq to contribute their best of
life for developing the public sector
in this country.

Today, Sir, we are manning the
public sector with civil servants or
administrative staff. I have no griev-
ance against that. Quite a large num-
ber of them are very honest, very
able people and we are proud of them.
But, supposing an ICS officer who has
experience in the matter of adm:nis-
tration is asked to operate upon some
patient, probably he will kill him or
do something like that. Similarly, I
believe that the public sector, if it is
to be managed, must be managed :in
a business way and the proper people
for it will have to be found out in the
same way as we select judges. A
lawyer’s income may be Rs. 20,000 or
Rs. 30,000 a month, but when you ask
him to become the judge of a High
Court you invite him and he accepts
a salary which is much less than his
income and becomes a judge. Why?
It is because he gets a certain amount
of prestige and he has a chance to
serve the nation. Similarly, if we
invite good people from all walks of
life, place them in the proper places
and ask them to serve the nation, I
do not think patriotic sentiment is
lacking in the country. But if you
ask them to do a certain thing with
suspicion or distrust or humiliations
that is what any person would not
like.

Sir, T have quite a lot to say, and I
do not think I can finish everything
in the short time at my disposal. I
will take only as short a time as possi-
ble to convey a few things. Regard-
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ing the company taxes, it has been
increased by 5 per cent. But if we
calculate the tax revenue yield it will
be 11 per cent. I have no objection
to that. If it is necessary to increase
the tax further, the country is entitl-
ed to do that ang the Finance Minis-
ter is the best judge for it and he
should do it. My objection is only
this. When you ask the country or
anybody to develop further, at least
for the Plan period there must not be
changes in the fundamental company
tax for the duration of the Plan period
i.e. five years. The people have cal-
culated that for their development
they will need so much plough-
ing back. 5 per cent increase in the
company tax will take away more
than 50 per cent of the savings which
is there for them to plough back
because for the 50 per cent which
remains after paying the taxes the
dividend liability is there, that should
at least be constant and you cannot
go on decreasing the dividend while
your total income increases, Whatever
taxation proposals the country needs
vou may bring in and you may tax
to any cxtent you like, but you must
take care to sce that you do not play
with it. I will give an example. There
is the exemption on the new com-
pany’s investment in wealth tax for
five years. People have committed
themselves on this assurance and have
bought shares. If all of a sudden you
remove it and say that for two years
there was the exemption and for the
next three years the exemption will
not be there, it is not fair. You may
put this restriction on the people who
invest in new companies hereafter,
but those people who have already
investeq and who were assured of
exemption for flve years should be
given protection and in the middle of
the term it should not be removed.

I will say only one thing more and
that is regarding the privy purse. I
have some personal knowledge about
it. Actually I had something to do
with it. If I say that I was the author
of getting the privy purse exempted
from income tax, probably I may not
be wrong. It was I who mooted this
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idea first. Let me give a brief history
of it because many hon. Members of
this House are interested in it. When
the Deccan States Union was formed,
I was the chairman of the parlia-
mentary board. The Raj Mandal was
proposing to submit a Memorandum
to the late Sardar Patel regarding the
private properties that will be taken
away after the union was  formed.
When they were discussing it with
their legal and economic experts, they
were kind enough to ask for my
opinion also. I told them that while I
have nothing to do with what they
ask for, personally I am of the opinion
that if they ask for small things like
furniture, houses etc. that is not
going to help them and so they must
ask for privy purses being exempt
from income-tax because if they get
in lakhs or crores, g0 long as it is not
free of income-tax it is not going to
help them. Then they wanted to know
how it could be done because of the
legal difficulty. I advised them to
approach Sardar Patel. When they
approached him, he sent for me and
discussed with me the whole issue. I
asked him in Gujerati whether he
actually wants to give them something
or it is only a make-believe. He said
that honestly and sincerely Govern-
ment wanted to give them something.
I told him that the personal income of
the rajas and maharajas at that time
was so much and it was tax-free
before they joined the Indian Union
Even if you give them in lakhs and
crores as privy purse, that will not
exceed the total income that you
would be receiving from their private
income by way of income-tax. At the
same time, they had certain liabilities
which they had been incurring for
generations on retinue of servants and
things of that nature. Of course, I do
not want to go into the details of all
that. What I am saying is that the
privy purse was calculated according
to a system after taking into account
the liabilities of the princes at the time
of granting it an assurance was given
by the country that it will be conti-
nued. So, we should not go back on
that, But there is one thing.

Shri Hanumanthaiya (Bangalore
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City): Is it not governed by the
Constitution?

Shri Kamalnayan Bajaj: That is for
you to decide. I was giving the back-
ground, The calculation was not made
by me. But I can assure you that the
privy purse which they are getting
is not in any way more than what
they were getting before because
previously their income was tax-free.

Shri Hanumanthaiya: I am raising
a legal point. We have taken oath of
allegiance to the Constitution, As we
know, the Constitution can be amend-
ed. This idea of making a promise to
continue Privy Purses which is to
stand permanently and for ever goes
against the very spirit and letter of
the Constitution. I hope my hon.
friend will not repeat this word
“promise”. When I get an opportunity,
I will speak on it. I had also talked
about the privy purse with Sardar
Patel. I was a member of a committee
which the Constituent Assembly ap-
pointed—Sir B. N, Rau wag the chair-
man of that committee—to draft
model constitutiong for the States. We
were framing constitutions for all the
States in India. I have knowledge and
experience of what that committee
did. I had a personal talk with Sardar
Patel in the matter and I hope I shall
be able to reveal it at the proper
stage,

Shri D. C. Sharma (Gurdaspur): I
suggest that he may be given an op-
portunity to speak after the hon.
Member concludes.

Mr. Deputy-Speaker: The time of
the hon. Member is up.

Shri Kamalnayan Bajaj: I will take
only a few minutes.

Mr. Deputy-Speaker: He  has
already taken 20 minutes,

Shri Kamalnayan Bajaj: Other hon.
Members have interrupted me and
that is why I took so much time. Let
me complete this point on which I
have given one part. .

I have stateq that the privy purse
should not be reduced because of the
promises that we have made. But
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‘there are certain lacunae on account
-of which it could be recalulated. The
privy purse was fixed after takipg into
-account the liabilities of the princes.
1f they do not honour their liabilities
‘then there is no reason why the same
privy purse should be continued,

Shri Ansar Harvani (Bisauli): They
have spent a lot in the elcetions.

Shri Kamalnayan Bajaj: If they
have spent in the elections, they have
‘private wealth also.

Suppose a maharaja was getting a
'big amount as privy purse because
there was a dowager maharani, if she
is no more, and similarly if the number
-of servants is less it can very well be
reduced and it cannot be opposed or
-criticised on any ground. So, in this
way, some revision or recalculation in
the privy purse can be made without
in any way going back on our
-promises,

Shrimati Jyotsna Chanda (Cachar):
Mr. Deputy-Speaker, I am grateful to
.you for giving me this opportunity to
.join in the budget discussion. I am not
-competent to comment on the tech-
nical aspects of the budget as I am
not familiar with high finance and
-economic policy. It is, therefore, with
-considerable hesitation that I rise to
submit a few points concerning the
‘economic situation in my State of
Assam and, in particular, in the
-Cachar constituency which I have the
honour to represent here.

Assam hag more than her share of
problems—the unfortunate language
-controvercy which has brought need-
less and avoidable sufferings to many,
the border problem with all the poli-
tical and strategic implications, the
refugee problem which remains un-
solved, the difficult and complex
problem of the hill people and a host
of other problems. But it is not often
realised that the economic problems
-of Assam, particularly of Cachar, are
-equally serious.

The lack of adequate transport and
«communications and the low level of
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industrialisation are the two most
important problems facing Assam. The
only industry in Cachar, the tea
industry, is in a bad shape. I welcome
the reduction of the duty on tea
proposed by the hon. Finance Min-
ister. The economy of the entire
country ig affected by the foreign ex-
change earnings of this industry and
the budget has gshown adequate
realisation of this fact. There are,
however, a number of other indus-
tries which deserve special considera-
tion in view of the gpecial problems
in the region which I represent, parti-
cularly the transport and communica-
tion problem. I understand that a
number of industrialists were given
licences for starting industries like
paper pulp, paper, rayon etc. in

. Cachar but they have surrendered the

licences for reasons better know to
them. May I submit that a Regional
Development Committee be consti-
tuted to survey that area so that such
kinds of industries be set up either in
public or private sector for the area
is not lacking in natural resources
like bamboo, coal, oil etc.

The lack of adequate transport and
communications has its impact on the
daily life of the people—the high cost
of living, the scarcity of essential
goods, the rising prices, the great
delays in getting things etc. Assam is
practically cut off from the rest of
India and the whole economy of
Assam is dependent on quick, efficient
and cheap transport. Air transport is
far from cheap and yet for most
people in Cachar it is the only effec-
tive means of transport. And it is not
only the person who travels that has
to bear the high cost of transport; the
common man is dependent on air
transpory for the daily necessities of
life. So, I would urge upon the
Government to consider the possibility
of subsidised air transport between
Cachar and the rest of India. T may
point out that there is at present sub-
sidised air freight between Calcutta
and Agartala in Tripura. Subsidised
air freight may succeed in putting a
check on the rising prices.
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The problem of road transport in
‘Cachar and Mizo districts has also to
be satisfactorily solved. The Silchar-
Shillong roaq is<the only means of
communication between Cachar and
the rest of Assam except the feeble
rail link with Gauhati, Since a few
bridges have not been constructed on
that road, it is not an all weather road.
Five years back a bridge over the
river Barak in Cachar was taken up.
It is most unfortunate that the in-
complete Barak bridge is the sad wit-
ness of the Second Five Year Plan.
The time-lags and delays in the exe-
cution of projects which gso vitally
affect the daily lives of the people do
not speak well for planning.

Then I would like to draw your
attention to the refugee problem in
Assam, particularly in my area,
namely Cachar, where most of the
refugees have taken shelter. The Min-
istry of Rehabilitation has been
abolished both at the Centre and in
Assam. But the refugee problem has
not been solved in Cachar. It may be
noteq that the 1961 Census revealed
that Assam had the highest rate of
population growth, nearly 34 per cent,
during the last decade. Assam has
been subjected to a heavy dose of
infiltration from Fast Pakistan during
the last decade. In addition there has
been considerable refugee migration.
As far as my information goes, hardly
a quarter of the refugees have been
rehabilitated, and the plight of the
rest is miserable. In 1950-51 Govern-
ment launcheq a gcheme, in collabo-
ration with the Indian Tea Associa-
tion, for rehabilitation of refugees in
the tea estates of Cachar, This scheme
met with failure. There was no proper
investigation regarding the failure of
this scheme.

In Ramkrishnanagar in Cachar the
Central Government launched a
scheme, known as the Central Tractor
Orgainsation for the rehabilitation of
the displaced persons. This also failed.
An enquiry committee was set up on
which I also served as on M. L. A,
The report of the committee was sub-
mitted to the Government in early
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1960. To my knowledge no action has
been taken since then. Whether or not
there is a Ministry of Rehabilitation
is irrelevant, but the Government has
the moral responsibility to rehabilitate
those displaced persons.

I shall briefly refer to the problem
of the hill people. In the context of
national integration it is of the utmost
importance that there is a greater
understanding of the problems of the
hill people. Unfortunately the British
practice of geparating the hill people
from thc other people has been un-
wittingly continued to this day, It
may not be out of place to mention
here that my constituency includes
the Mizo Hills, and yet I have to get
formal permission from the District
Magistrate, Mizo Hills every time I
enter the district. This is certainly
odd, and I hope the Government will
take steps to remove such an anomaly.
The Mizo Hill people have to depend
for their foodstuffs and other essential
commodities, to have them carried
through Cachar. There are someé areas
in mizo Hill even now where exists
no road. The Chakma community who
live in the border of Burma have to
live most of the time without salt,
what to speak of other facilities. In
1960 last there was great famine in
Mizo Hill; rice and other foodstuffs
had to be airlifted which cost a few
lakhs of rupees with a colossal
wastage, I would request the Govern-
ment to look into the transport and
communication facilities of these
areas.

It may not be out of place to state
here that the Karnafuli Dam which is
being constructed by the Pakistan
Government will submerge a big area
of Mizo and Cachar districts. Our
Union Government will have to be
prepared to take the responsibility of
rehabilitating those unfortunate
victims of the Karnafuli Dam,

Lastly, I shall refer to the financial
situation in Assam. In his budget
speech the hon. the Finance Minister
pointed out that it was a matter of
concern that the progress in regard to
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additional taxation by the States had
been slow and in 1961-62 the States
budgets provided for additional taxa-
tion with a five year yield of about
Rs. 100 crores only as against the
target of Rs. 610 crores. set in the
Third Plan. There is today an in-
creased tendency on the part of
States to seek as much financial assis-
tance from the Centre as possible
without raising revenues within the
States. It is easy to exaggerate the
oroblems of a State like Assam and
make special claims on the Centre.
But, Sir, in fairness to the Central
Government, it must be gaid that
Assam has been very favourably
treated by the Centre regarding the
Third Plan. The Third Plan for Assam
is for Rs. 120 crores, compared to
Rs. 28 crores in the First Plan and
Rs. 51 crores in the Second Plan. This
indicates a very substantial increase
in the Third Plan. The efficient utili-
sation of this amount may pose a
problem for the Assam Government.
As pointed out in the Assam budget
for 1962-63, the average plan expen-
diture during the first four years of
the Second Plan was Rs. 9.5 crores
per year, and in the budget for 1962-
63 the plan expenditure is expected to
be Rs. 23.4 crores.

Before I close I shall say a few
words on the lanuage controversy in
Assam. Behind the language contro-
versy are economic factors like em-
ployment opportunitics  which are
limited in view of the economic back-
wardness of the State. I feel, therefore,
that without rapid economic progress
it is not possible to attain proper
national integration, In a State where
only onc-fourth of the people are
literate, language should hawe no eco-
nomic relevance except for the edu-
cated classes, and if the language issue
is important today, it is primarily
because of the clamour for jobs among
the educated classes. The restrictive
influence of language will cease to
weigh so heavily on the lives of the
people if there are adequate employ-
ment opportunities. The language
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issue should not get priority over the
economic issueg facing Assam. The
fact remains that in a multilingual
State like Assam, one language can
dominate, as it is trying to do so, but
it cannot unite people. It is a sad fact
that the language controversy in
Assam has released forces of disinte-
gration which can be checked only by
a determined effort by all to bring
abouy rapidq economic progress.

With these wrods, Sir, I resume my
seat, and I thank you for the oppor-
tunity given to me to speak.

Shri Mansinh P. Patel (Mehsana):
Mr. Speaker, Sir, before I make some
remarks on the Budget proposals, I
would like to congratulate the hon.
the Finance Minister on presenting a
balanced budget. In spite of so many
vehement arguments advanced in a
polished language by the Opposition
friends, I am sorry to state that among
the so many groups in the opposition
there is no commonness of view at
least on the fundamentals of the taxa-
tion proposals, whether it be in re-
gard to a suggestion of tax a privy
purses or in regard to the nationali-
sation of the private sector or in re-
gard to any other aspects of the taxa-
tion measures. No Groups have a
common thinking, except the Commu-
nist Group which is slightly supported
by the P.S.P, on the question of
nationalisation or abolition of privy
purses. But at the same time the
Swatantra friends and their associates
like the Jan Sangh and other friends do
not share thay view, and thus thereis
no commonness of view. Therefore, it
becomes absolutely difficult for a Fin-
ance Minister to get all the views of
the Opposition or, for that matter, all
the different views of the ruling party
itself and all the different opinions
regarding the taxation proposals.

On the contrary, some of the friends
on this side share centain common
feelings regarding some of the taxa-
tion proposals. In this respect we
can make a common effort and we
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can have our say and try to win over
the Finance Minister to our way of
feeling.

For a country with a population
which is one of the largest in the
world, that is 434 million people, a
taxation proposal of Rs. 70 crores for
a planned economy to which we are
committed, is of a small nature. Ac-
cording to me, a laymen, the test of
a balanced or appropriate budget, lies
in the fact whether it affects the sta-
bility of prices, or whether it has
much effect in the prices of items
consumed by the majority of the peo-
ple. As I understand the proposal,
taxes on two or three items like tea,
tobacco, etc. may affect the common
man. My hon. friends on the other
side are apprehensiv.: of all taxation
propo=als and oppose all of them. In
this respect they are at one with the
industrialists, who are against all
taxation measures, including the
Union excise.

The Finaace Minister has given the
House an idca of persons who will be
affected by the direct and  indirect
taxes. As a matter of fact, we have
to look into the spirit underlying the
two Budget speeches of the hon. the
Finance Minister. When on the 14th
of Murch the Financ: Minister spoke
on the Vote on Account, the country
was faced with the prospect of a big
deficit. But since the presentation of
the Budget on the 23rd of April there
is a feeling or faith in the buoyancy
of the economy of our country. Every
section of the people, whether he be
an industrialist or a common man—
no doubt si'me people may have been
hard hit—share the feeling that by
the proposals put forward by the Fn-
ance Minister the Third Plan will be
fmplemented and the prosperity as
envisaged in the Third Plan and as
seen in the last ten years of planning
will materialise.

1 am certainly not in entire agree-
ment with all the proposals so nicely
put forward. On the contrary, I feel
that there is scope for additional
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taxation, at least on the richer sec-
tion of the society. The Finance
Minister pointed out that hardly a
million of our population pay direct
taxes. If we look into the statistical
handbook which has been supplied to
us we find that about nine hundred
people are having an income of about
a million rupees a year. During the
last General Elections it was our ex-
perience that the imposition of a ceil-
ing on agricultural land had created
a psychological feeling throughout the
rural areas to have a ceiling on urban
incomes also. It was thought that
this would at least have a sobering
cffect on the educated people, the pri-
vileged few, p-ople with large in-
come residing in urban areas. I am
happy to find that one of my friends
Shury F. P. Gaekwad, who happens to
he the ex-ruler of the territory from
which I com2 has accepted the prin-
ciple that there should be a ceiling.
But at the same time has has sug-
gested that the direct taxes should be
removed. I do not share his feeling
in this respect. But I take pride in
the fact that prince who has ac-
cepted our party ticket is with us and
shares the feeling that there should
be a ceiling on urban incomes. This
ceiling can be Mmposed by  direct
legislation,

The Finance Minister the other day
pointed out that direct taxation on a
man at the maximum rate is only to
the tune of 87 per cent. There is
therefore a lot of saving even for a
man earning a million rupees or so.
I do not understand why when even
the first citizen of the country, the
President of India, or the Prime
Minister of the country cannot earn
even a lakh of rupees, why these nine
hundred privileged few people should
be allowed to earn a million rupees
or more.

The same argument holds good in
the matter of taxation on privy purs-
es. I am not in favour of abolition
of privy purses. But at least on a
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matter of principle no income of any
person in this country should be tax
free. I had the pleasure of hearing
my hon. friend Shri Kamalnayan
Bajaj giving a long account of the
privy purses. I have full sympathy
with my hon, friend. 1 also come
from one of the erstwhile States. But
to have a privy purse—that two tax
frec—and take shelter under a consti-
tutional provision or safeguard is not
fair. We have seen in history that
there cannot be a promise beyond
the constitution. And a constitution
in the case of a underdeveloped and
infant democratic country can be
amended, as it has been done, in the
last Twelve years. If therc is a con-
stitutional bar on taxing these privy
purses, I would very frankly say that
the hon. the Finance Minister should
come forward with boldness for a
suitable legislation. The amount that
we may realise may perhaps be not
more than four crores of rupees. But
it is a matter of principle that no in-
come in this country particularly of
a privileged few should go tax-free.

We have seen that during the last
Genera] Elections the princes have
entered politics. I welcome many of
them. Some of my hon. friends on
the other side have demonstrated
what would happen, especially in an
infant democracy, if princes were to
entar politics, They are, no doubt,
welcome; but when they speak in the
name of common man, they should
share their fecling. Speaking in
polished language, Shrimati Gayatri
Devi referred yesterday to the under-
developed and down-trodden and poor
people of the rural areas. When such
good words are used, they should
share the experience of the common
folk and pay the taxes which they
do. This can only be achieved by the
genera] taxation structure being made
applicable to the privy purses also.

Now, Sir, I would like to make two
or three suggestions regarding the
taxation proposals. 1 am glad to note
that the exemption to donations for
charities is proposed to be raised to
10 per cent., with a maximum limit
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of Rs. 2 lakhs. As we all know im
rural areas there are so many people
having a meagre income of say
Rs. 5,000 or Rs. 10,000 who sometimes
offer to pay to the tune of Rs. 25,08
or even Rs, 5,000 for development of
educational or medical institutions. I
suggest that the cxemption limit in
the case of such persons with less in-
come should be raised to 20 per cent.

It has been well established and
accepted that there are two sectors at
present in the country, call them pri-
vate sector and the public sector. Im
the year before last, if my memory
is correct, or the previous year, there
were proposals of taxing the co-opera-
tive sector in the country. I do under-
stand the reasoning of the hon.
Finance Minister at that time, that,
after all, the co-operatives are also
making large profits and they are also
having an income. But there is a
great difference in a company and a
cooperative society. In a co-operative
society, there is a ceiling on payment
of dividend. It is 6} per cent. In
the private sector there is no ceiling
on dividend payment, as some of my
hon. friends have said and I myself
have experience having some shares
in certain companies, call them Ambica
mills etc. or whatever it is. The
question is, some form of taxation is
still being continued on co-operative
societies. When I saw so many ¢ :-
emptions in the present proposals,——

‘it may be in the nature of cumulative

deposit scheme, it may be in the
nature of expenditure tax—I expected
that the co-operative sector would
also be dealt with a little leniently,
so that they can have also their capi-
tal formation, and expansion of co-
operative societies. It is an accepted
principle that a man who owns 10 or
12 companies, gets, for expansion,
industrial licences and can have two
or three subsidiary companies. If a
co-operative society has to expand in
that way, there is a difficulty in res-
pect of the so-called equity capital of
private companies, in the nature of
shares of cooperative societies. There-
fore, T would suggest to the hon.
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Finance Minister, if not this time, at
least to scrutinise the income of the
co-operative societies during the last
1 or 2 years and will remove the
handicap created on  co-operative
societies. Societies which, since the
last 5 or 10 years, are coming up to
a nice stage, are being handicapped
by two aspects: (i) sometimes, they
are not getting shares from the peo-
ple because of fixed maximum divi-
dend and (ii) capital formation due to
taxes ‘on income.

1 have got only one fear in my mind
and I would like to ventilate it at this
stage. Every one on this side or on
the other side has shared one feeling
that our aspirations are not being ac-
commodated in the taxation proposals
or in the current year’s budget. But,
let us look at the size of the popula-
tion of the country and the increase
in the population size. A bold step
somewhere to check this population
problem, has to be taken, I am afraid,
unless that problem is being seized
with, our plans may not succeed. So
far, I have not seen that intiative or
serious steps to control this growth
of population as it has been seen in
the past years. Therefore, I would
suggest to the Finance Minister to
come, if all my friends agree, even
with legislation to curtail the size of
the population in future in order to
succeed the planned economy of this
country.

Shri Muthu Gounder (Tiruppattur):
Mr. Deputy-Speaker, two Five year
Plang have passed. Crores and crores
of rupees have been spent so far.
Loang running into hundreds of
crores of rupees have been raised and
got within this country and also
from other countries. Still, we cannot
see any ‘marked improvement in the
standard of liviig of the villager or
the common moan. Perhaps, all the
fruits of the budgets and our schemes
are being mopped up by a privileged
few in our country.

We are in shortage of foodgrains.
We are importing foodgrains from
ether countries at a very heavy cost.
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Instead of spending huge amounts in
importing foodgrains from other coun-
tries, we can utilise this amount and
produce foodgrains in India itself. We
can produce more grains by improv-
ing the per-acre yield. The Madras
State now tops the list in per-acre
yield. The average yield of rice per
acre is 1345 pounds in Madras whereas
the all-India average 1is only 960
pounds. If the other States in India
come to the same level as Madras, I
think we will have enough food and
even more than enough food. We are
not able to give a labourer or a pea-
sant cheap food. He asks food at a
cheap rate. But, we show him some
Five year plan books. He wants
amenities. We are not able to give
him the amenities. We say, you will
be given these amenities after the
fourth Five year plan or we will show
some charts or some statistics or some
papers. This is the condition now
prevailing in India. The Government
should purchase the foodgrains direct
from the cultivators and sell it to the
poor consumers at subsidised rates.
Th~ Government should come for-
ward to give subsidy liberally and
distribute foodgrains at a  cheaper
rate. The ordinary common man is
not able to purchase foodgrains at
the present market rate.

Big land-owners in the rural parts
have no interest nowdays in farming
for reasons known to all. Only the
middle class ryots, middle class land-
owners, petty land-owners and some
agricultural labourers are in the rural
parts of India. Even the:ze agricul-
tural labourers are flceing to cities and
industrial places to get more wages.
We have to mcke rural life ‘'more
attractive. To make it more attrac-
tive, we have to make rural life more
remunerative and make agriculture
more remunerative. How to make it
more remutnerative? We have to raise
the prices of foodgrains. That, we
cannot do ard we should not do. Al-
rcady the peasant and the purchasing
public, the conswners are hard hit.
We cannot raise the price of food-
grains which we are selling. We have
to give what is needed for the ryot
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to produce food, Therefore, there is
no other alternative but to give sub-
sidy liberally on the foodgrains and
distribute them at a cheap rate to the
Poor consumers.

The major problems in agriculture
are finding water for irrigation and
getting manure. These chemical fer-
tilisers are not organic manures. If
you apply too 'much of chemical fer-
tilisers or ammonium sulphate or the
chemical fertilisers consecutively for
some years, they spoil the soil. There-
fore, we have to go in for organic
manures. Where shall we get them?
To get green leaf manure or compost
1s not easy. Wc can get some oganic
manure. To get it on a larger scale,
we have to stop export of these oil-
cakes. Oilcakes is the best organic
manure. It has been proved on re-
search that oilcake produces more
food-grains. We are now exporting oil-
cakes in considerable quantities. We
have to stop it. If the export of oil-
cake is stopped, its prices will come
down. Especially, groundnut oilcake
is used in the southern parts on a
large scale. If export of oilcake is
stopp>d, the prices of oilcakes will
come down. Naturally, the cost of
agriculture will also come down. This
may itself, to some extent, lead to
reduction in the prices of foodgrains.

Big land-owners, now, have no in-
terest in farming. They have become
mill-owners. They have become
sugar factory owners and bus operatos
So, we are bound to give some en-
couragement to small ryots and agri-
cultural labourers.

As far as electricity is concerned,
the minimum charges that we have to
pay for electricity used in agricultural
services are Rs. 50 per H.P. per an-
num. This should be reduced to at
least Rs. 20 per H.P, per year. The
eclectricity charges also may be re-
duced still further.

,Geiting bulldozers to reclaim virgin
~lands is not a possibility now-a-days
everywhere. There are only one
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or two bulldozers in every district,
and they top will not be in a running
condition; they will generally be old
bulldozers of old types, and Govern-
ment will not be having any spare
parts also for these bulldozers. I sub-
mit that Government should go in for
the purchase of new model bulldozers
of a heavy type, and also have suffi-
cient stocks of spare parts in import-
ant centres in the State.

Moreover, at present, we have to
pay a very abnomal rate for the bul-
ldozers. An ordinary ryot or a middle
class ryot is not able to pay the
charges which Government are charg-
ing him for utilising these bulldozers.
The rate should be minimised as far
as possible.

New fertiliser factories should be
opened wherever possible, In the
Madrag State there is a proposal to
start a fertiliser factory in Neyveli.
But that may not be sufficient. Some
more factories also may be started in
the Madras State as well as in  the
other States of India.

In our State, namely the Madras
State, we are depending upon  well
irrigation. More than one lakh elec-
tric pump-sets have been installed.
The sub-soil water is going down &s-
pecially in the Salem district, and
that too in the southern part of Salem
district, the wells have reached a
depth of hundred feet and more, and
so also in some parts of Combatore
district, we have to do something to
raise the sub-soil water level. For
this purpose, at least once in a year,
the tanks in these areas should be
filled up. I would request Govern-
ment to take a canal from the Cauvery
to feed the tanks in these areas, par-
ticularly in the southern part of Salem
and other affected areas, and these
tanks should be filled up at least once
in a year during the monsoon period.

The small ryots have already begun
to migrate to big cities. Even in
Delhi, 1 see thousands of small ryots
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and agricultural labourers of my place,
namely Salem district, and I see them
in good number, because they can
get their wages herc by doing other
work instead of doing farming work
in the south, Therefore, 1 submit
that the small ryots should be en-
-couraged. Then only, we can pro-
duce more foodgrains.

The Central Water and Power Com-
mission may be asked to investigate
into the feasibility of allowing the
flood waters into the Palar  River
which starts from the Mysore State
and passes through the North  Arcot
District of Madras State.

A sum of Rs. 9'45 crores has been
allotted for flood control schemes, but
Madras is not getting any amount
under this head. In 1961, there were
heavy floods in the Madras State in
‘the Cauvery river, as a result of
which there was a heavy loss to
property as well as heavy loss to lives
of cattle. Vast areas of land were
made unfit for cultivation, Now, the
Madras Government are taking steps
to construct a dam across the Cauvery
in Hogenekal. I submit that this work
may be taken up under this flood
‘control scheme, because if this dam is
constructed, then it will be able to
-control the floods in the Cauvery
river,

As far as heavy industries are con-
-cerned, we have been told by the
Minister in charge of Heavy Indus-
‘tries that the Salem steel industry
will be started as soon as expert op-

inion is received from West Ger- *

many or so. We are glad at that.
We shall wait for some more months.
After having waited for years and
years, it will not be difficult for us
to wait for some more months. But
that should come. That is our re-
quest, and that is what we want.

The Government and the planners
of modern India who have shown
zeal and enthusiasm in starting iron
and steel indnstries in North  India,
especially in Bhilai, Rourkela and
Durgapur are not showing so much
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of interest or enthusiasm to  start
an industry in the south. If they had
shown half the enthusiasm and zeal
which they have shown to start in-
dustries in the north, the Salem steel
industry could now have been work-
ing, and that too, prosperously. At
least, in future, I hope that they
will be fair, and we shall have our
Salem iron and steel industry, It
seems that a board which had been
constituted to investigate into the pre-
liminaries of establishing this industry
has given its opinion that the Salem
steel and iron industry may have its
own plant in Neyveli instead of in
Salem District. 1 request that Gov-
ernment may please have the Salem
steel plant in Salem district itself, be-
cause it is an under-developed dis-
trict even now.

As far as drinking water and drain-
age schemes are concerned, Rs. 11
crores have been allotted. But there
is water scarcity in many  parts.
There is one Pasipuram Municipality
area in the Madras State, where you
can get water only after paying two
annas per small pot. That has been
the situation there for the past so
many years. The same situation ob-
tains also in Namakkal, Tiruchengode
and also in Tiruppattur in North
Arcot District. In all these places,
water has to be purchased by paying
heavily for every pot, This is the
state of affairs in all these places for
the last so many years. I hope Gov-
ernment will come forward to take the
necessary steps immediately to pro-
vide the poor people with at least
drinking water, though not food in
sufficient quantities.

It has become now-a-days an  im-
possibility for an ordinary ryot to
purchase even one bag of cement at
controlled rates. Rs. 11 per bag has
become the normal rate everywhere.
We cannot get one bag from a stoc-
kist at controlled rate, but we can
get any number of bags, even hun-
dreds of bags, if we pay Rs. 11 or
Rs. 12 per bag. This has become more
or less a common feature of the
cement trade. The other day, the
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Ron, Minister in charge of heavy in-
dustries had stated that the same
state of affairs would continue for
some more time to come. The traders
in cement will surely take this as a
notice and avail of this oportunity to
mint more money. The cement stoc-
kists are now selling the entire stock
to whomsoever they like, I submit
that Government should interfere in
it, and order them to distribute ce-
ment only to those persons who have
received authority tickets from the
local officers. If that is done, then
we shall be able to minimise at least
to some extent the blackmarket in
cement. Cement factories should be
opened wherever possible. A cement
factory can be opened, for instance,
somewhere in North Arcot district,
where limestone is available in good
quantity in Harur, Krishnagiri and
Tiruppatur taluks.

From the Report of the Ministry of
Commerce and Industry, we find that
the export of handloom cloth is on the
decrease, whereas that of the textile
mill goods is on the increase. There is
always a request from the handloom
industry and its well-wishers and
from politicians, from our DMK party
and from eminent politicians like
Shri Rajagopalachariar that the manu-
facture of bordered dhotis and ‘saris
should be made the monopoly of the
handloom industry. But this has not
been given effect to by Government
still, Perhaps, Government want to
be in the good books of the textile
millowners, who always help them in
the elections.

A< far as the disparity in wealth
and income is concerned, it has been
widening rapidly after Swarnj. We
sce that lakhiers are becoming mil-
lionaires and millonaires are becom-
iry multi-millonaires day by day,
whereas the poor people are becoming
poorer. Of course, it may be said
that income-tax has to be paid by
these people. But what is the in-
eume-tax policy? The income-tax
policy is s0 cleverly manipulated to
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suit the convenience of some of these
big businessmen. There are so many
loopholes, gaps and hide-outs in which
these big businessmen take shelter
and avoid paying income-tax. Gov-
ernment is also not coming forward
with full efforts to trace the evaders
and punish them, because it wants
to be always in their good books.
That is the position we find now.

15 hrs.

It is said the Government has soc-
ialistic views. Is not a Government
pledged to socialistic principles bound
to nationalise big industries like
Tatas and Birlas, big banks, the
cinema industry, but transport in-
dustry and other industries? If not,
what for is our swaraj? If we are
not able to nationalise these industr-
ies, what have we got to do in this
socialistic pattern of society? The
Government which was daring enough
to scrap the small princely States and
Rajas by an order one fine morning
is not daring enough to nationalise
these  big industries. We find in
modern India, in independent India,
Tatas, Birlas and Lalchand Hirachands
in place of the white imperialists.
That is all the change we see mater-

ially in this modern India. The Con-

gress Government will not come for-
ward to nationalise these industries
because they are the main financiers
of the Congress election fund.

It is claimed from the Government
Benches that the new taxes are not
going to affect the middle class people
or the low income group. But the
fact is that they have already begun
to affect them, The prices of tea,
cigarettes, tobacco and matches are
going up. Therefore, we are feeling
what we have got in this Budget.

Before concluding, may I say this?
The Government all along, for the
past so many years, has been giving
only a step-motherly treatment as
far as the south, especially Madras
State, is concerned. I hope at least in
future the Government will be fair
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enough to see that the south is also
industrialised as much as the north
and that the standard of living of the
people of the south improves a good
Jot.
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g f& gATIaEy auTSr RY sqIedr R
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Shri M. P. Swamy (Tenkasi): Mr.
Deputy-Speaker, Sir, this is my maiden
speech.

The Budget for the year 1962-63
presented by the hon. Finance Minis-
ter reflects the firm decision of the
Government to implement the Third
Five Year Plan. Friends on  the
opposite side criticised the Budget as
a capitalist one. It is not so. That
is their coloured opinion. It we
analyse the Budget, we find that it
reduces the gap between the rich and
the poor by its taxation proposals, and
also that it gives some impetus to our
people for employment. If we take
into account the Economic Survey
presented to us, it shows the reasons
for framing such a Budget. The
Fconomic Survey for the year 1961-
682 shows the following features. It
shows firstly that our foreign exchange
position during the first year of the
Third Five Year Plan has deteriorated.
In paragraph 5 of the Finance Minis-
ter’s speech, he says:

“Our foreign exchange reserves
have dcclined to very low levels,
and the need for conserving
foreign exchange by the strictest
watch on imports and by limiting
our demand within the resources
in sight is greater than ever
bdﬂy.”
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Secondly, shortage in power and
transport continued to be felt during
the year so that it has become neces-
sary to accelerate further the pro-
grammes of development in these
fields.

Employment in organised industry

showed a further increase during
1961. In a developing economy
where rapid social and economic

changes are taking place it is difficult
to distinguish between actual un-
employment and the desire for beiter
employment, Our latest statistics
show that the number of unemployed:
persons at the end of 1961 was 183
lakhs,

The main object of the Budget is to
wipe out the revenue deficit and to
find out resources for implementing
our Plan. But the income from the
public projects, which is expected to
be a sizable contribution for financing
the Plan, has not, by and large, re-
ached a stage when the projects could
earn a significant profit.

Our population is also increasing.

Having in mind all these factors, if
we view the Budget, one can say to
the credit of the Finance Minister that
the Budget is broad-based and the
tax burden is evenly distributed ac-
cording to the ability to pay.

Now, let us analyse the Budget
proposals of the Finance  Minister.
There are some welcome features in
this Budget. The most welcome fea-
ture is the allotment of Rs. 1 crore
for the promotion of export. Export
earns; export pays for import. This
is the main economic policy, The
allotment of Rs. 1 crore will, un-
doubtedly, help very much in boosting
up the exports. DBu! inere allotment
alone will not solve the problem.

Many Export Promotion Councils
for several commodities have been
set up and their work is commend-
able. But, still, some more attention
is needed to increase the export of
goods to foreign countries.
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In this connection, the export
traders feel a little perturbed because
of the decision of the UK. to enter
the European Common Market. So,
we have to find out new markets for
our goods that are being produced in
India and sold in foreign countries.
.Particularly, in South India, we have
cardamom, pepper and other com-
modities. These are sent to forcign
countries and thus we get foreign
exchange for our Plan projects. So,
“for this purpose there should be some
Councils. There is one for cashew
-nut.

In the States of Madras and Kerala
the prices of cardamom have gone
-down considerably. We do not know
the reason for this. I think a com-
mittee should be appointed to go into
this question because a large number
of labourers are employed in the
plantation industries. I would, there-
fore, request the Government to take
up the matter seriously and to help
the plantation industry and to pro-
mote export trade. The significance
of export can be explained by quot-
ing the very words of hon. Finance
"Minister.

The Finance Minister says in his
speech:

“We must recognise that ulti-
mately it is only through increas-
ing our exports that we can find
the external resources for our
development and for repaying the
loans and credits which we
receive.”

Another weclcome feulure is the
exclusion of the earnings from export
‘from the proposed increase in the rate
of income-tax. Yet another welcome
‘feature is the reduction of the sur-
charge on income-tax on salaries and
pensions from 5 per cent to 2.5 per
cent. Then, there is the proposal to
raise the exemption limit for provi-
dent fund contributions and insurance
premia to Rs, 10,000. These measures
will undoubtedly, give some relief to
individuals without reducing the
‘Tesources available for development.
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Then, I turn to another aspect of
the Budget, namely, the enhancement
of duties, taxes etc. The new taxation
proposals bring in an additional
revenue of Rs. 71.7 crores of which
Rs. 445 crores come from indirect
taxation and Rs. 27.2 crores from
direct taxation. An increase of 5 per
cent in the Corporation tax was criti-
cised by interested parties. But the
number of bonus disputes and labour
disputes in the country shows how
much earnings are made by the com-
panies. When we compare these
things we can see why the companies
are not willing to pay this increase of
5 per cent in the Corporation tax.
Our statistics show that the indus-
trial production has increased from
7 to 8 per cent and the shares tn some
commodities have shown a steady
demand. The increase in the corpo-
ration tax will not hamper the growth
of companies and capital investment.

The tax burden is evenly distributed
according to the maxim that broad
shoulders should carry heavy
weights—that is the ability to pay.
The criticism about the increase in
rates and about tax is far from truth.
The imposition of customs duties om
luxury goods like the motor cars is
quite justified.

By the new taxation proposals the
Finance Minister has made an honest
attempt to mobilise the internal
resources required for our Plam
expenditure.

Then comes the question of distri-
bution of funds for the various States
for expenditure on Plan projects. The
Finance Commission has recommend-
ed the percentage that should be
distributed to the States. The very
legitimate demands of the villagers
and backward class people and indus-
trial workers are being given the
go-by by the State Governments con-
cerned because they often say that
they do not get grants from the
Central Government.

For example, in my area, that is,
Tenkasi constituency, there is a
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textile mill in Vikramasingapuram
where 10,000 workers are working and
there are 40,000 dependents living in
that town. A water supply scheme is
needed. It has been pending for the
last 20 years for sanction by the State
Government for want of funds. 1
would request the Finance Minister
to take this matter up and include
it in the National Water Supply
scheme so that this may be imple-
mented soon. The primary need of
the workers and family is drinking
water. If that is not supplied their
health would be affected. So, the
Finance Minister and the Labour
Minister should look into the matter
and do the needful.

Then, one other important matter
on which I want to speak is the Union
Government’s  decision to stop the
grants hitherto given to the Madras
State for the construction of houses
for Harijan colonies. With great
difficulty the Harijans got loans from
the Government. But the Union Gov-
ernment has stopped the grant as
reported in the newspapers. In the
Mail dated 1st April, it is stated as
follows:

“The State Government has
been informed that its general
schemes for building houses for
Harijans will not be eligible for
any Central financial aid during
the Third Plan period as was the
case under the Second Plan, it is
learnt.

This step, it is stated, has been
taken by the Centre following the
Planning Commission’s decision
to limit subsidised house construc-
tion for Harijans to such of them
as are engaged in unclean occupa-
tions like scavengers, sweepers
ete.”.

1 would like the Planning Commis-
slon to revise its policy and to
continue the grants hitherto given to
the Madras State for constructing
houses for Harijans.
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Last but not least, which I would
like to say is this. I represent an
area where the majority of the popu-
lation belong to the backward classes.
The backward classes are to be
treated very liberally and in better
manner. I would like to share the
views expressed in this House by Shri
Dhebar when he addressed the House
on the Motion of Thanks to the Presi-
dent’s Address to Parliament. He
pleaded that a certain time-limit
should be fixed for assuring the neces-
sary requisites of life to the backward
class. They were neglected for a long
time past because mostly they lived
in the feudal areas or the zamindari
areas. Now, even after the abolition
of the zamindari system, thesc people
are not given sufficient help from the
State or from the Centre to improve
their lot. I want to stress this point
because these people are not given
anything apart from the educational
concessions. There is also a category
called the most backward class even
among the backward classes and
because of that difference the other
backward class people do not get some
concessions given by the Government.
I will request the Central Govern-
ment and the Home Minister to revise
the list of backward classes and make
them all the most backward class 30
that theyv may be treated all alike.
That is the primary thing that should
be done. With these words, I support
the Budget proposals.

Shri V. G, Naidu (Tiruvallur): Sir,
I rise in support of the Budget pre-
sented by our hon. Finance Minister.
There are so many criticisms that the
revenue has heen under-estimated
and the expenditure side has
been over-estimated. Anyhow, it
is a deficit Budget and in order
to make it good some new taxes
have been levied. In welcoming these
proposals, I may say that the direct
tax, that is, the income tax has been
increased on incomes above Rs. 5,000
and company tax has been increased
from 45 to 50 per cent. The indirect.
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taxes and excise duties on some com-
modities have also been increased. In
the Explanatory Note it has been
stated that the price of a 50 sticks
matchbox was fixed at 5 nP. per box.
But they were not able to sell it at
5 nP.; they sold it at 6 nP. and thus
the manufacturer made more profit.
Therefore, they say that it has been
raised a little now. When the Gov-
ernment fixed the price at 5 nP. it
was sold at 6 nP. and I am afraid
that when they fix the price at 6 nP.
they may sell it at 7 nP. Government
should take care to see that it is sold
at the rates fixed by the Government
so that the public may not have a
feeling that a price is imposed on the
public by the Government. There
has been a feeling in this House as
well as in the States that the prices
of foodgrains have been rising. That
is due to several reasons, one reason
being, the cost of production. The
cost of production has risen by 500 to
600 per cent comparcd to the pre-war
days. So, if prices should come down,
production should increase and for
that we must solve so many other
problems that stand in our way. The
first thing should be that our farms
should be mechanised. We should get
machinery and spare parts quickly.
I know some middle class people who
own tractors, are lying idle for months
together for want of spare parts. The
dealer says that imports are not
allowed. Again, there are some earth-
moving machinery such as levellers,
bull-dozers and ploughing machines
like the tractors in the agriculture
department of the State Governments.
These machines are also lying there
for years together. So, my submis-
sion is that attention should be paid
to these things.

In regard to fertiliser position, 1
may say that it is very bad. This
year Madras State had been allotted
150,000 tons of ammonium sulphate
but so far we could hardly get fifty
per cent. Moreover Madras State
consumes more of fertilisers. I sub-
mit that fertiliser should be supplied
to all the States which are in need
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of it. The small quantity that is
supplied is not given in time. If
fertiliser is wanted in November or
December, we get it in February or
March, which is of no use. Fertiliser
should be supplied in time. So, Gov-
ernment should look into these things.
Our consumption in 1952-53 was 4-5.
lakhs tons of ammonium sulphate (in
terms of nitrogen) and now it is 25«
30 lakhs tons. According to the Third
Plan we are to produce one lakh tons
in terms of nitrogen. But our demand
is growing fast and we may not be
able to meet the demand by this
production.

The other main difficulty is attacks
by pests and insects. These become
more if we go on increasing our nitro-
genous  manures. Therefore, in
Madras we have got more pests than
in any other State as far as my know-
ledge goes. In order to overcome
these pests, we must apply pesticides.
It is a poisonous drug and it should
not be handled by hand. I know
while applying these pesticides we
had fatal accidents in some cases. So,
my suggestion is that the Govern-
ment should come to our aid in
cradicating these pests. Pesticides
should be applied by the Government.
This scheme may be tried in some
places, so that the produce may not
be affected by the pests.

Lastly, I come to irrigation. Irriga-
tion in Madras is not so good as in
other States. Wec have tapped almost
all the sources of water, whether big
or small, in our State. So, we are
now looking to the neighbouring
States to get some water from them.
Therefore, the Central Government
should come to our aid and help us
in this. We should get some more
water facilities in order to improve
our position in regard to irrigation
for agriculture. So, I submit to the
Centre that they may come to our aid-
and help as much as can be done.

Before I conclude, I should like to
say a few words about panchayats.
I heard in this House that panchayats
are not working properly and so
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many criticisms have been made. But
ir our State, after the formation of
panchayati raj and panchayat unions,
the common man gets all the needs
he wants like common inter-village
roads, drinking water schemes, etc.

‘With these words, I resume my
geat.

Shri Yallamanda Reddy (Marka-
pur): Sir, the budget proposals must
be viewed in relation to the aims of
our Third Plan and the achievements.
No useful purpose can be served
simply by telling that such and such
'development has bern done and
simply giving some statistics. We
have to look into the achievements
and the economic development in
relation to the needs of thg country
as well as to the aims of the third
Plan. Then alone, we can draw
correct lessons from our past.

As far as agricultural production is
«oncerned, the aim of the third Plan
is to achieve sclf-sufficiency in food-
grains and increase agricultural pro-
duction to meet our requirements and
export. Can we achieve this aim in
the third Plan period, at the present
rate of production in this country?
It you see the production figures
given by the Minister, in 1954 the per
capita availablity was 13.4 ounces
and we imported .82 million tons from
foreign countries. In 1960, the per
‘capita availability was the same—13.4
ounces pe r day, in spite of the fact
that we had imported 5.06 million
tons, Likewise in 1961 the per capita
-availability was 13.8 ounces in spite
of the fact that we again imported
3.44 million tons. So, it shows that
unless we import from foreign coun-
tfies, the per capita availability in
relation to our population growth is
gradually falling down. So, there is
no use telling that there has been an
increase of .8 per cent in our pro-
duction. In relation to our growth
of population, the growth in our food
‘production is quite inadequate and it
cannot serve the purposes of the
country and needs of the population.
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If we go on importing foodgraine
like this for crores of rupees from
foreign countries, I do not know at
this rate how we are going to solve
our food probiem. The Minister is
telling us that there is some produc-
tion and there is stability in our
economy. It is not quite correct. We
are importing foodgrains worth crores
of rupees from foreign countries. At
this rate, we will be forced to import
for 10, 20 or 50 years. So, the pro-
blem of food production has not been
solved at all. This Government at
this rate of production is not going
to solve it, because the very methods
adopted by this Government are such
that they cannot solve the problem.
Unless our agrarian economy is radi-
cally reorganised, unless radical land
reforms are introduced in the country,
mere supplying of manures, this and
that cannot create more production
of foodgrains.

Take land reforms. In Andhra Pra-
desh, the ceiling is that a family of
5 persons can have a land which can
produce a gross income of Rs. 70,000.
That is the way how the States are
implementing land reforms. The
question of land reforms has become
a mere farce in the country. They
say day in and day out that they are
bringing land reforms and giving land
to the tiller and to the agricultural
labour, who form the important core
of the village population. There are
7 crores of agricultural labour who
are denied land or reasonable wage
in the countryside. So, unless radical
reforms are introduced, there will be
no salvation from this problem. This
Government will be going on begging
from countries like America under
PL 480. That can never solve our
food production problem. The figures
given by the Minister show that at
this rate, unless we import foodgrains
from foreign countries, per capita
availability is gradually falling down.
So, unless a radical attitude is adopted
by the Government, there is no
salvation.
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Shri Igbal Singh (Ferozepur): We
do not want people to starve as In
China.

Shri Yallamanda Reddy: When the
question of China comes, we will
discuss about that. Here the figures
are such that unless we import food-
grains, the per capita availability is
falling. These are the statistics given
by the Ministry.

No doubt, there is some increase in
industrial production, but the rate of
production this year in 1961 is less
than the previous years. In 1959, it
was 8.7 per cent. in 1960, it was 12.1
per cent, but in 1961 it was only 7 to
8 per cent. Apart from this, our
industry is facing very serious diffi-
culties regarding supply of coal.
transport facilities and also supply of
iron and steel.

Regarding balanced regional deve-
lopment, the third Plan says:

“Balanced development of diffe-
rent parts of the country and the
stress on extending the benefits of
development to the more back-
ward regions are part of the acts
of a responsible Government.
From time to time, however, pro-
grammes are added to State plans,
which are earmarked for areas
with special problems.”

The question of reducing regional
imbalance has been rightly stressed in
our Third Plan. Our experience
during the past ten years has been
that there has been no effort on the
part of the Government to see that
this regional imbalance is reduced,
neither in the First Plan nor in the
Second Plan. I can give you many
examples. Recently, when the discus-
sion on the Railway Budget was going
on I asked the Railway Minister as to
why it was that out of 778 new rail-
way lines that were being built in
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the country not a single line was
built either in Andhra Pradesh or in
Assam or in one or two other States.
Then the hon. Minister was telling
about big ideals, about national im-
portance and all that. Who dcnies all
that? But even in spite of that, is it
not possible for the Government to
spare even one line for these States
which have been denied a railway line
for all these years? If even under this
plan one single line is not given to
these States, how will thev feel about
the Centre. If you take the question
of industries or even provision  of
electricity, you will find the same pic-
ture. In all these things there are
scme States which are sadly neglect-
ed all these years. In Andhra Pra-
desh, for example, the per capita
elcctricity  consumption is  bhelow
average, below the average figure for
all India. The same position is there
in the State of Assam. Therefore, un-
less this Government takes special
care to take note of this aspect in the
Third Plan and implement it in all
the States, the Centre will not be able
to command the confidence of the peo-
ple. There is no use telling the peo-
ple about our plans, our objects, our
aims and making tall claims.

For instance, there are many issues
facing the States. Take the question
of distribution of water from Goda-
vari and Krishna. It is a problem
which has been pending for the last
twe years with the Centre. Thére-was
an agreement in 1951 to the cffect that
every State will go on with its own
plans. After five or six years when
this problem has been raised—I am
a0t going into the merits of the ques-
tion—even after two years the Central
Government could not solve the pro-
blem. They have been simply ap-
pointing committees and asking them
to, submit reports after renorts. The
problem has been dragging on for the
last two years. It will definitely hin-
der the development of projects in
various States. There is the Vamsa-
dhara project. There was some diffe-
renice of opinion between the Orissa
Government and the Andhra Govern-
ment as to where the project is to
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be built. Even after ten years it has
not been decided. When there was a
question here in the Parliament the
Minister said that they were calling
for reports, they will see the reports
and then expedite the matter. If such
a question of difference between two
Ststes about the location of a parti-
cular project cannot be solved by the
Centre for ten years, I cannot under-
stand how the Central Government is
functioning, how the Central Govern-
ment fis going to help the States and
how it is going to help the various
States in the development of the pro-
jects.

Difference arose between the Gov-
ernment of Orissa and the Govern-
ment of Andhra Pradesh about the
Upper Sileru project. Both the Chief
Ministers have asked Shri Trivedi to
give his opinion or judgment about
that particular project. That was
about six months or one year back.
That question was also raised here
yesterday. The Minister was telling
that he had not yet received the re-
port of the Chief Engineer, he had not
received the reports of the Chief
Ministers, after they were received
they would be sent to the Central
Water and Power Commission, after
their perusal they would be sent to
the High Command and so on. 1f dis-
putes between States over certain pro-
jects are to be solved by the Centre
in this way I am sure the develop-
ment of various projects in the States
will be very much hit. There is al-
ready such a feeling that the Centre
is showing a callous attitude towards
the problems of the States. There-
fore, as stated in the Third Plan, the
Central Government must bear fin
mind the fact that development of the
undeveloped regions should be taken
special care of.

Take Rayalaseema. The word
“Rayalaseema” is known by heart to
everyone in the Central Secretariat,
the Madras Secretariat and the And-
hra Secretariat because for some hun-
dreds of years there have been recur-
ring famines. The British Govern-
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nent appointed so many commissions
to solve this problem. Our Govern-
ment has also been trying to solve this
question. For the last six or seven
years there have been very serious
famines in that district. Yesterday
the Minister was saying that he had
received a request from Andhra Pra-
desh requesting any help from the
Centre. When the hon. Minister, Shri
Krishnappa  visited the State of
Andhra some two years back he was
making tall claims that his Govern-
ment was going to help the State to
eradicate famine from that district
permanently. What has happened?
Even this year there is a very serious
famine in the Anantpur District and
about 20,000 people have migrated.
Even after two Plans and one year of
the Third Plan drinking water is being
supplied to the people there in
trucks. The Minister for Land
Revenue in Andhra Pradesh has
admitted that in some parts of the
district of Rayalaseema water is being
supplied in trucks. After 15 years of
freedom, after ten years of two Plans
and one year of the Third Plan, if the
Centre is not able to take care of those
parts which are backward, which are
famine stricken, there is no use making
tall claims.

Shri D. C, Sharma: I may tell my
hon. friend that in some parts of my
constituency also water is being
supplied in trucks.

Shri Yallamanda Reddy: I support
his demand also. When a particular
principle is laid down in our Plans,
there should be no such parts in the
country. What is the attitude of the
Central Government regarding this?
Have they ever thought of this? Have
they taken care to give special prio-
rity to all these areas which are very
backward? Sir, no such priority has
been given. No effort has been made
by the Central Government all these
years. Therefore, it is high time that
the Government takes special care of
all these things.

-
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In Andhra Pradesh there is the
Nagarjunasagar project. That is one
of the cheapest projects in this coun-
try, which will produce a Jakh tons of
foodgrains in the country. That will
help to cradicate famine from the
country. The Government of Andhra
Pradesh and the people of Andhra are
requesting the Central Government to
take up this project as a national pro-
ject and invest money direct from
the Centre. The Centre has been re-
fusing to do this. They were doing it
in the case of DVC. It is not that I
oopose or I do not support the Cen-
tre giving money for DVC, but like-
wise, some big projects which can
only be done immediately and effi-
.ciently by the Central Government
must be taken over by the Centre. As
far as this project is concerned, I
would request the Central Govern-
ment to take up this project which
will to a great extent help to solve
our food position. I hope the Central
Government would give sympathetic
consideration to this matter.

Coming to the employment position,
in the Plan much has been said of
this. When the Second Plan was
started there was a backlog of 53
million unemployed. At the bLegin-
ning of the Third Plan it stood at 9
million. When you see the present
figures of unemployment, there is no
indication of any improvement. In
1960-61 the registration for employ-
ment was 32 lakhs whereas replace-
ments were only 4 lakhs. At this rate
the question of unemployment is not
going to be solved. I am sorry to
bring one thing to the notice of this
House. Yesterday the hon. Prime
Minister was making a  statement
sbout unemployment. He was saying
that only when the country advances
technologically and scientifically the
problem of unemployment can be solv-
ed. T am sorry I am unable to be
convinced by this because historical
evidence shows otherwise. In the
United States of America which is an
advanced country technologically and
scientifically, the position of unemploy-
ed in 1960 was 38,60,000 and in 1961
it rose to 49.56,000. In Canada it was
4.50,000 in 1960 and it rose to 5,60,000
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in 1961. In Japan there are one crore
fully or partially unemployed people.
Therefore, it is not only the techno-
logical and scientific development that
will decide the question of unemploy-
ment. The very attitude of the Gov-
crnment, the socialist attitude of the
Government alone can solve the pro-
blem of unemployment. There is no
use telling that we can solve it only
when the country develops scientifical
ly. Because of that famine so many
people have died and so many people
are unemployed. Therefore, I am
sorry to bring to the mwotice of the
Chair that the hon. Prime Minister
was making a statement which is
not corroborated by facts or actual
experience.

16 hrs.

Then I come to the question of
prices. It was stated in the Second
Plan that the price line must be held.
A decline of 1'4 per cent in the gene-
ral price level dyring 1961 is given so
much publicity by the hon. Finance
Minister and his deputy. But what is
the reality? What about the price of
foodgrains, which is the crux of the
problem? It is increasing day by day.
Even during the Third Plan they have
not been able to check it. In 1980 the
index was 117. In 1961 it went up
to 117'8. In 1962 it is 118:3. This is
how it is gradually rising. Though
the whole country has been demand-
ing all these years that the price of
foodgrains must be held, even during
the Second Plan it has not been
achieved at all. T think the policy of
the Government is such and the speed
at which it is proceeding is such that
it will never be able to achieve it.

Coming to the burden of taxation,
I will give a few figures. Irrespective
of whether we oppose a taxation mea-
sure or not, there must be some justi-
fication for the Government when
they are going to impose a tax on the
people. Now what we find is that
whereas the direct tax has gone up
only by 59 per cent during these ten
years since the commencement of
planning, the indirect taxation has
been abnormally increased by 2%
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times, that is, by about 250 per cent.
This proves very clearly that the bur-
den of taxation is put mwore and more
on the poorer sections of the society,
who have to pay the indirect taxes,
than on those who can afford to pay.
Therefore, the proportion of direct
‘taxes is far less than that of indirect
tax.

Coming to the corporation taxes, in
view of the boom conditions and the
tremendous profits that are being
derived by the companies, the addi-
tional levy of 5 per cent is very
meagre. Taxes on income other than
corporation income shows a depressing
trend. The budget revenue from or-
dinary collection shows a fall of 11
per cent. While the receipts for 1960-
61 show an increase of Rs. 12°1 crores
in view of the increase in profits
as a result of high accumulation of
capital wealth, the budget figure this
year shows only Rs. 9 crores or so, a
fall of about Rs. 3 crores in wealth tax
in spite of the increase in wealth.

Then there is the disparity between
incomes. I need not explain all those
things.

Shri D. C. Sharma: You must ex-
plain them.

Shri Yallamanda Reddy: The pro-
portion of ‘individual income to
national income has increased con-
siderably but the proporiion of taxes
and assessed income ‘o rational in-
come has decreased. That is a ques-
tion which is agitating the people now.

The Third Five Year Plan talks
about reduction in  inequalities
in income and wealth and more equit-
able distribution of economic power,
But that has not been achieved by
this Government, and there is no in-
dication as yet that this government
is going to achieve that objective.
Therefore, it is quite clear that the
policy enunciated in the Thirq Plan
is being ignored by this Government
and it s proceeding in a way which
is against wnat the Third Plan says.
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Coming to the indirect taxes, Gov-
ernment propose to levy a cess of
25 nP. per kilogram on yarn which is
exclusively used by the handloom
weavers. Previously this was exempta
ed from the levy on the ground that
it will hit the handloom weavers. Now
there are about two crores of hand-
loom weavers throughout the country.
The Government in the past used to
subsidise or help the handloom
weavers so that they can make both
cnds meet. Now there is the scheme
of voluntary control which is a farce.
It is not being implemented any-
where. Some of the mills in Madras
ave openly advertising the rates which
prove that the voluntary control is not:
werking well. Now if you impose a
further levy on this yarn, it will bad-
1y hit the handloom weavers and play
havoc with their lives. They  will
wctually give up their business. Al-
ready, there are accumtulated stocks
with them, the Government's policy in
this regard is not sufficient to make
them earn a living and there is unem-
ployment. Now if we increase the
cess again, I am sure the handloom
industry will collapse and there will
be a crisis among 2 crores of people
whom we have been trying io help all
these years. Therefore, I request the
hon. Minister to drop this levy.

Then the hon. Minister was telling
us that there is a better balance bet-
ween demand and supply. If there is
a better balance between demand and
supply why are we importing so much
of foodgrains? If there is a  better
balance between demand and supply,
why are we asking our people not to
produce more sugar, not to eat more
sugar and asking the foreign countries
to take sugar at a price 20 per cent
below the rate at which we are pro-
ducing? When this is the position in
our economy, the Minister says that
we have achieved stabilitvy in our in-
ternal economy and our only difficulty
is about balance of payments. This is
quite an anomalous position. Both the
internal and external economy are
inter-related and inter-dependent; we
cannot separate one from the other.
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Eeccause our internal  economy is
sound, our balance of payments posi-
tion becomes acute. If you take our
balance of trade with America for the
last ten years, you will find that we
always have an adverse balance.

Mr. Deputy-Speaker: His one
minute is becoming five minutes.

Shri Yallamanda Reddy: I will con-
ctude just now.

Only our trade with the socialist
countries is showing an even balance,
whereas our trade with the imperia-
list economy, whether it is UK or
America, is always showing an adverse
balance for the last ten years. That
is so because, according to an article
in a trade journal, the Americans will
buy articles from other countries only
if their price is 20 per cent below ihat
obtaining in the American market.
Therefore, I am of the view that un-
less we take a radical view of our in-
ternal economy and change it, we can-
net strengthen our economy external-
ly and cope with the problems which
we have to face.

The Deputy Minister in the Minis-
try of Finance (Shri B. R. Bhagat):
Mr. Deputy-Speaker, during the last
election in my constituency, a virulent
campaign was started, pointing out that
the Government of India indulge in
wasteful expenditure and the instances
quoted were that of the reports of
the Public Accounts Committee. The
whole campaign was pin-pointed
against me because they said that I
being associated with the Finance
Ministry for about ten years tha
whole responsibility for wasteful ex-
penditure rested on me. I did not
answer it because I knew the people
will answer, and the people did
answer because I was returned with
a thumping majority. My friend who
started the campaign lost his de-
posit.

But today I propose to poin issue
with the friends of the same party
whe have raised more or less a simi-
lar question. My hon. friend, Shri
Kamath, said that year after year the
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audit reports bring out a large nums-
ber of cases involving wasteful ana
infructuous expenditure and the Fin-
ance Ministry and the Government of
India do nothing about thai. Some
other hon. Members also raised this
question. On this occasion, I want to
answer thal point because it is not
oi:ly misleading but it gives a  very
inaccurate picture about the govern-
ment of this country.

Shri M. K. Kumaran (Chirayinkil):
Who are giving a misleading picture
—hon. Members or the Public Ac-
counts Committee?

Shri B. R. Bhagat: 1 was referring
to the Member, not to the PAC. Wait.

Shri Nath Pai: We are waiting.

Shri M. K. Kumaran: What do you
say about what is contained in those
reports?

>hri B. R. Bhagat: As I said, ] am
coming to that. Have patience. 1
have collected the figures for  three
years of all the reports of
the Public  Accounts Committee.
And I want to bring it to the notice
ol the House as to what picture they
give. That is what I want to say.

1 find that out of a total expenditian
of Rs. 3,209 crores in 1959-60, tiw.
losses cr other irregular expendituie
mentioned in the Audit Reports
amounted to Rs. 2'57 crores only. The
corresponding figures for 1957-58 are
Rs. 2,756 crores of expenditure and
Rs. 324 crores of irregular expendi-
ture; and for 1958-59 Rs. 3,029 crores
of expenditure and Rs, 3.91 crores of
irregular expenditure as pointed ou/
in these reports. In terms of percen -
tages they amount to -12 per cent. in
1957-58, ‘13 per cent. in 1958-59 an(
-08 per cent. in 1959-60. This is th-
picture that these reports give. Whea
the Government is having such large
expenditure, which is growing frrm
year to year, all these irregularities
which these reports point out come
to only an infinitesimally small figure
of ‘08 per cent which is also corres-
pondingly going down, and I am sure
that in the further years, that 1s
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1960-61, 1961-62 and 1962-63 when

these reports will come, the percent-
age will be lower and lower.

What do they speak of? Firstly,
in such a huge expenditure, irregular
expenditure is very small, It is the
duty of the Public Accounts Commit-
tee or of the Audit Reports to point
out such expenditure, that however
small they may be they should b
gradually reduced, Secondly, the
conclusion is that the Finance Minis-
try or the Government of India and
the administrative Ministry are more
and mcre conscious that such irregu-
lar expenses should be reduced and all
attempts are being made to reduce
them.

So the charge that there is a huge
wasteful expenditure is wrong, totally
wrong. Also, the charge that the
Government does not listen to the
findings in the Audit Reports or daes
not take action is also wrong. Because,
the whole House knows that all these
reports are placed before the Public
Accounts Committee. They call for
explanations from the administrative
Ministries, and they submit their re-
port. Then it comes to the Finance
Ministry and they take action on
them. So the whole process is such
that whatever the number of itemg of
such irregular expenditure may be all
attention is pointed towards them so
that they may be eliminated. And the
facts show that they are going down.
And I am one with the House and
the hon. Members, although I cannot
say, being a practical man, that they
will be completely eliminated to zero.
certainly it will be our continuing and
constant effort that such irregular
expenses are reduced to the minimum
possible.

16:14 hrs,

(MR. SPEARER in the Chair]

The hon. Member Shri U. M. Trivedi
raised a point about the silver refinery
and he said that the whole expendi-

MAY 9, 1962

Budget—General 3532
Discussion

ture is infructuous. I was surprised
because he did not care to go into the
facts. The facts are that this silver
refinery was set up with a view to
honour our commitment to pay back
the silver which we had borrowed
during the war, under the Lend-
Lease Agreement, from the United
States Government; and the payment
was being delayed for one reason or
another and we wanted to pay it back.
Because, in financial matters, in fact
in any matter, we have such a high
record of honouring all our commit-
ments. When we found out a way,
namely that we had the quarternary
coins, the old silver coins which we
had demonetised, we thought,
although we did not have silver, gold
or foreign exchange to pay it back,
let us extract the silver out of these
coins and pay them back in silver,
silver for silver. That is why the
silver refinery was set up. The
House would be interested to know
that so far as the technical expertise
is concerned there hardly exists the
process to take out silver from such
coins. We went round the world.
Ultimately, there was the ‘“Demag” of
West Germany. They said that they
will be able to set up a plant. They
accepted it. But, still, they had no
such experience. No other country,
no other company came forward tfo
take out silver from these coins. De-
mag came forward. They set up this
refinery. We had one or the other
difficulty: difficulty in site, difficulty
in the purity of water required
and other technical difficulties. That
led to some delay. When the refinery
was commissioned, we found that the
crucible in which the silver could be
refined was defective. They corrected
it. I am glad to tell the hon. House
that for 18 months, the refinery is
going on and it has reached full pro-
duction. It has also extracted 8
million ounces of refined silver. The
refinery is working. We are paying
back all the silver.

Shri Hanumanthaiya: What is the
initial expenditure and the recurring
expenditure of this refinery?
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Shri B. R, Bhagat: I do not have
that information. I was only meeting
his point. Cost and other things, I do
not have the information.

Shri U. M. Trivedi (Mandsaur): Is
the hon, Minister aware that the
word ‘infructuous’ is used not by
Mr. Trivedi alone, but by a Member cf
the Public Accounts Committee?

Shri B. R. Bhagat: I have all res-
pect for the opinion expressed by the
Public Accounts Committee. I am
only trying to....

Mr., Speaker: As well as for the
opinion of Shri U. M. Trivedi.

Shri B. R. Bhagat: Yes, Sir. Much
more so.

Shri U. M. Trivedi: That is true.

Shri B. R. Bhagat: I am only point-
ing out that this expenditure is not
infructuous.

Shri D. C, Sharma: You have not
been able to answer the point raised
by the hon Member.

Shri B. R. Bhagat: If he inter-
rupts, I will not be able to answer.
The point is, the value of the silver
that wculd be extracted would e
much more than the cost and the run-
ning expenses of the silver refinery.
It will be much more.

Another point was raised, what will
it do after all the silver is extracted
from the coins. It will take about 7
years to extract all the silver from the
coins that we have. For 7 years, it will
be getting going. After that, with some
minor adjustment, the whole plant is
so designed that we would be able to
extract copper. The House knows
that the country has shortage of cop-
per. There will always be demand
for copper. Even after the silver
refining work is over, there will be
enough work for this reflnery. Either
from the present point of view or the
future point of view, the expenses are
neither infructuous nor wasteful,

VAISAKHA 19, 1884 (SAKA) Budget—General 3534

Discussion

Then, 1 come to the general ques-
tion of wastages in expenditure and
rise of non-developmental expendi-
ture, A point was made by some hon.
Members that although the Finance
Minister was coming every year to the
House with taxation proposals and the
tax bag was increasing, similarly, ex-
penses and wastages in Government
were also increasing. I am one with
the whole House in the stopping of
such wastages and the preventing of
all avoidable expenses, whether
administrative or otherwise, But, I
want to dispel this impression in the
House, because, every year, this is
being brought up and every year, on
this side, we have been answering it.
I consider it may duty to answer it
again and remove the impression and
show that it is no! a fact that non-
developmental expenditure is increas-
g at a disproportionate rate.

1 want to give some figures to prove
this. I do mnot want to give many
figures also as the hon. Member says,
sometimes, the figures may mislead
you. I am also trying to use the
minimum of them. One point should
not be missed. During the last 10
years, the country has been develop-
ing at a very fast rate. During the
First Plan and the Second Plan deve-
lopment has been very rapid. Expen-
ditures, particularly development ex-
pend.iture, plan expenditure is going up
fast. The House does not object to
that. Necessarily it means that admi-
nistrative expenses and some of the
non-developmental expenditure should
also go up. For, the demands on admin-
istration, the increase in the number
of persons employed, the conditions of
the economy, the pay and allowances
revision, all these things lead towards
a rise in the non-developmental
expenditure.

The House should know that we
have been trying to modernise the
classification of expenses and we have
been trying to make it more precise
and more scientific from year to year,
and we have constantly been reclassi-
fying them with this end in view, by
bringing some items from the deve-
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lopmental side to the non-development
tal side, and by taking some
items to the developmental side and
so on. But, still, the term ‘non-
developmental’ does not connote
exactly what we mean, because as I
shall try to explain presently, some
of the items of expenditure are such
that they are really developmental
in nature or they arise as a result of
the necessity of development. So,
the very fact that non-developmental
expenditure has shown a rise should
not scare us, although this is a fact
that there has not been any dispro-
portionate rise in the non-develop-
mental expenditure.

If you see the figures of the last
seven yecars when there has been the
peak of development, the total in-
crease in expenditure which has bcen
met out of revenue during that period
of seven years, that is, from 1955-56
to 1961-62, is Rs. 543 crores. This is
the total of the item ‘non-develop-
mental expenditure' according to the
classification. Thig figure of Rs, 543
crores should not scare us. For, if you
analyse it, you will see that Rs. 130
crores was on account of defence. 1
think the House will agree that all
expenditure on defence is such that
we have to incur it, and I am sure the
House will gladly support all expendi-
ture on the defence of the country.

The second item is Rs. 162 crores
towards nation-building development
and social services; there are social
services, then there is construction of
buildings etc. by the Public Works
- Department, and all those other things
that go into it. These things consti-
tute the second item. Although
:owards the second phase of the
Second Plan, there has been some cut
under this head, still, the House will
appreciate that social services form a
very important item. Although they
do not create any assets, and, there-
fore, they have to be classified as non-
developmental expenditure, still, they
are a very essential item.
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The third item is Rs. 167 crores
towards what is known as ‘Charged
expenditure’ under the terms of the
Constitution, which are in the nature
of obligations. One such item is our
public debt. Our borrowings are
rising. The House will recall that for
financing our Plans, we have been
borrowing more and more, and so the
public debt is rising, and the service
bill or the interest charge is also going
up. It has gone up during this period
by Rs. 43 crores; that is the extent by
which the debt charges or the interest
charges have gone up. Then, under
the terms of the Finance Commis-
sion’s award or under the terms of the
distribution entailed under the Con-
stitution, that is, the distribution of
revenue between the States and the
Centre, we have to part with 3 sum
of Rs, 109 crores to the States.

These are all obligations, If you
add up all these figures, you will see
that a bulk of the sum of Rs. 543
crores, which is described as non-
developmental expenditure, and in
respect of which the House is charg-
ing us that the non-developmental
cxpenditure is going up,
or that Government are becoming
wasteful, is against that criticism.

Shri Nath Pai: May I ask my hon.
friend whether he calls expenditure
on the police a very good contribution
towards development, which is to be
found at page 111 of the Explanatory
Memorandum? The expenditure has
gone up by about four hundred per
cent,

Shri B, R. Bhagat: I did not know
that the hon, Member would go into
the individual items. But I might ex-
plain this also.

Shri Hari Vishnu Kamath (Hoshan-
gabad): The hon. Home Minister is
here, and he can explain it.

Shri B. R. Bhagat: The Home Min-
ister will explain it when the De-
mands for Grants relating to his Min-
istry come up before the House. But
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let me tell my hon, friend in a gene-
ral way that the bulk of expenditure
under the head ‘Police’ in recent
years has been on policing the border
areas. That is a very big item; apart
from the other demands cia the police
and the gencral administration, the
bulk of the expenditure is on the
border areas. I hope the House will
not grudge any amount spent on poli-
cing the border areas.

Shri Nath Pai: Has it brought about
a four hundred per cent increase in
the security on the border?

Shri B. R. Bhagat: I can deal with
the details when the occasion comes,
but sincc the hon, Member has raised
a general point, I am giving him a
very good answer.

Shri Hari Vishnu Kamath: Good,
had, or indifferent does not matter.

Shri D. C. Sharma: Even Shri Hari
Vishnu Kamath feels convinced.

Shri Nath Pai: That is the best joke
of the day, I must say.

Shri B. R. Bhagat: Answers are
jokes! Coming to some economic as-
pects, my hon. friend, Shri Morarka,
raised the question of export. The
whole country knows today the im-
portance of export, It is a fact that
over the past ten years our export has
not increased, but is rather at a stand-
still. That is true.

Shri Hari Vishnu Kamath: Stag-
nant.

Shri B, R. Bhagat: That is why we
are trying to do everything possible
to increase our exports, But I would
plead with the House—I hope the
House will appreciate it—that exports
are not such a thing which can be in-
creased over a period of one or two
years; we have to take steps, we have
to make institutiona] arrangements, we
have to change our pattern of produc-
tion. We have to do a number of
things over a wide field so that ex-
ports can go up. I agree with him if
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he thinks that in this respect the steps
we have taken are not very positive,
although that does not mean that so
far we have not taken any steps. He
himself admitted that a positive step
has been taken in regard to tea ex-
ports. Other positive steps has also
been taken. But it is g fact that we are
looking forward to more and more
active steps in the positive direction
so as {0 increase our exports.

So far during the past two or three
years we have ta¥en some steps like
removal of restrictions on exports, re-
duction and elimination of export
duties, schemes of drawbacks of ex-
cise and customs duties, assurance of
imported and domestic raw materials
and components as well as equipment
for exporting units, the establishment
of export promotion councils, the ins-
titution of quality control and pre-
shipment inspection, export credit
guarantees etc. Such measures are
also designed to help exports, We
have taken some of these steps; we
are *aking othors.

This has created in the country a
mcasure of export consciousness,
which we wanted so badly. Export
consciousness  should prevail . right
throughout the tenor of our economic
life and many of the industries are
now striving to find ways and means
of selling a growing proportion of
their output in foreign markets. Gov-
ernment will continue to keep the
question of incentives for exports
under continuous review, and the
House may rest assured that taking
account of all the relevant factors,
Government will take all possible
measures to encourage exports,

But one fact should be realised, that
we cannot export things which we do
not have. Particularly in a market
like ours, where there is always a
pressure from the internal market,
prices have to be taken care of. So
the first essential is a steady increase
in the production of agricultural and
industrial goods in our effort to step
up exports. This is shown by our ex-
perience. Take, for instance, ground-
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nut oil. There are competing. de-
mands for internal consumption as
well as for export to earn foreign ex-
change. If we export a larger chunk
out of the interna] production, there
will be a pressure on the price which
will disturb the structure of prices in
the country.

Apart from producing more, we
have to do certain other things if we
want to step up our exports, We must
maintain standards of quality; we
must produce goods at prices which
are competitive in those markets. Also
our production pattern should be so
flexible as to change with the demand
changing in other countries. It is no
use sticking to one pattern, The de-
mands in the countries we are ex-
porting to change and therefore we
have to switch our pattern over to
that. So we have to develop a dyna-
mic outlook, if we want to stimulate
export industries. Adjusting the
whole system of prices, the system of
cost, the system of quality, the system
of our pattern of production—all these
will take time. But we have geared
up the machinery and we are taking
all steps, positive and palliative, We
are giving cxemptions also. So that in
the very near future, in the course of
the Third Plan, we hope to develop
exports to reach the target envisaged
in the Plan itself.

Then I come to the Plan targets. A
point was made that the slowness in
the implementation of the Plan targets
had resulted in imbalances in our eco-
nomy and pressure on our foreign ex-
change, that but for it we would have
been in a better state of affairs today.
I entirely agree with that. That is
true. It is true that some of the
Second Plan targets particularly in
our key sectors of industry like steel,
cement, coal or power, as was pointed
out, could not be kept up, but this
does not mean that we have not gone
forward in them. In cement for ex-
ample, the original target was 16 mil-
lion tons, and our realisation was
9:18 millions tons. There is a big gap,
but towards the third or fourth year
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of the Plan we revised the target. The
target was brought down to 11 million
tons. So, in some cases the targets
were revised. In the case of some of
them, particularly the industrial
undertakings, the House should realise
the difficulty. It was in the Second
Plan that an effort was made to lay
a very solid and sound foundation of
our industrial structure. Most of the
industrial undertakings were taken up
during that period. In the early years
the main difficulty was that of foreign
exchange. We were not sure of the
foreign exchange. Our foreign ex-
change eamings were not such that
we could commit ourselves in this
respect. So, once the foreign ex-
change was assured, we could go
ahead with the designing, implemen-
tation and negotiations. For each of
these big public undertakings, whether
they are steel or coal washeries or
cement plants or power plants, we
had to run round the whole world,
negotiate and find out the best of
terms, and it is all  time-consuming.
So, just to say that we had a target
and we could not achieve it minimises
the amount of effort that had to be
put in. In some cases 75 per cent, in
some others 85 per cent of the target
has been achieved, although not
hundred per cent. So, if you only say
that the targets were not achieved,
certainly we face the charge of slow-
ness, but ou must see the amount of
cffort put in, the difficulties that we
had to face. In many of the indus-
tries, there was the question of per-
sonnel, finding the right type of men
to manage them. Then there was the
question of exchange, and we were
trying to do our best. If you look at
in this context and see what we have
achieved during this period, it is
rather unparallelled in the history of
economic development of any country.

Shri Hari Vishnu Kamath: For all
time?

Shri B. R. Bhagat: 1 cannot say for
all time, because we hope to better
our record in the Third Plan,
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Shri Hari Vishnu Kamath: Let us
hope so.

Shri B. R. Bhagat: Because we have
now experience, during the Third Plan
we hope to step up our implementa-
tion. It is a fact that during the Third
Plan the crucizl factor is our ability
to implement the Plan targets, whe-
ther it is exports or whether it is the
proper running of public undertakings
so that we get a good surplus. I will
come to that point again because there
is another connected point, and the
Finance Minister in his Budget speech
in paragraph 15 has laid great stress
on this. It is a very important point
because it is a very good ‘source of
revenue.

We have taken in the Plan Rs, 450
crores as surplus from our public
undertakings, and the point made was
that the record of the public under-
takings was such that they were not
giving enough return. In the Explana-
tory Memorandum we have given all
the returns and dividends. There is
truth in the criticism, but you should
see the whole picture.

We have ourselveg said that in the
current year Rs. 2:58 crores worth
of dividends were realised for a total
investment of Rs. 700 crores. We
should realise that, in the first place,
these figures do not indicate the
extent of the profit made by the con-
cerns but only the amount that would
be credited to the government account
in a particular year. It js important
to remember that a sizable part of
these profits goes towards strengthen-
ing the resources of the undertakings
or to meet their expansion program-
mes.

For example, during the year 1960-
61, the National Coal Development
Corporation made a profit of Rs. 1.04
crores. The Hindustan Machine Tools
Rs. 74 lakhs; the Indian Telephone
Industries Rs. 47 lakhs and the Hin-
dustan Antibiotics Rs. 79 lakhs. Al
these profits, except for some Rs. 53
lakhs in the case of the H.M.T. and
Rs 9 lakhs in the case of ITI were
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ploughed back for further investment.
Thig ig not reflected in the dividends.

Shri Nath Pai: Why. do you not
include all this in the Explanatory
Memorandum? That was our com-
plaint. The Explanatory Memorandu®
gives a very brief picture and these
are not included.

Shri B. R. Bhagat: That is my
difficulty. We have given a statement.
I am trying to explain it. We cannot
give all these figures in the Memo-
randum because it will become too
bulky.

Then the House knows .

Shri Nath Pai: May I point out this,
Sir. He has not given these figures.
He has given the handle to the critics.
The memorandum does not give a true
picture because it does not include
these figures. Only students of the
public sector know it. So the enemies
are criticising. That is the suggestion
we make.

Shri B. R. Bhagat: I will be wiser
next year, I agree with him that the
impression is being created that our
public sector undertakings are in a
bad way. I am using all my ingenuity
at present to dispel that impression
and show that we have a very good
case.

Shri Indrajit Gupta: Will the hon.
Minister tell us what is the percentage
out of the total profit which is contri-
buted to the revenues? It is gigen
there ag 0.3 per cent. What percentage
is it of the total profit because the
major part of it is being ploughed
back?

Shri B. R. Bhagat: The revenue that
comes to Government will be the
profit declared. That won’t be the
profit that is ploughed back.

Shri Indrajit Gupta: The whole of
the declared profit would come to the
revenues,

Shri Morarka: I think the picture
that i8 given in the explanatory memo-
randum is the proper picture, There
are cases of losses, For example, there
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is a loss of Rs. 170 lakhs in the case
of Hindustan@@teel; then there is loan
of Rs. 300 crores free of interest.
Naturally, all that will have to be
shown, So, the picture that is given in
the Explanatory Memorandum is the
proper picture.

Shri B, R. Bhagat: Actually, that
is the point I am coming to.

There are public corporations, com-
panies, autonomous corporations.
There are running concerns; there are
concerns under development which
have not reached the end of the
gestation period. So you cannot expect
them to make profits. The House
should not forget, when it is said that
the targets have not been reached,
that even in the case of institutions
like the Tatag their plan targets were
not fulfilled during the time. They
were paying dividends out of their
reserves in order to keep up the
standard.

Some criticism was made that the
gestation period has been much too
long, We cannot expect concerns like
the Rourkela, Bhilai and others to
just give dividends within a period of
5 years. It was also said that some
other companies were making huge
profits. As I said before, the Tatas
were paying their dividends out of
their reserves, in order to maintain
their tradition. During this period
they were also engaged in under-
takings like the public sector under-
takings. To say that the public sector
undertakings have not fared well is
not correct. But we should not be
complacent. We shoulq try to pull up
the management. I agree with the hon.
Member that there is need for conti-
nued improvement in the management
of these public undertakings. They
should be run efficiently and we must
have gurplus which we want to have
for the Third Plan, That should be
our determination. But we should not
give this impression that because some
of these public undertakings are stiil
in a constructional stage or have not
completed the period of gestation we
are inefficient, As for instance, the
steel plants are not only not making
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any profits but they are incurring
losses. All this will be reflected in the
total revenue that will come from the
public undertakings. But by and large
if you see the public undertakings,
they have a very great future and
they will be fruitful sources of
revenue towards the Plan.

Shri K. R. Gupta (Alwar): Will the
hon. Deputy Minister tell us whether
he knows that Rs. 1000 crores are
invested in the public sector and there
was a loss of Rs, 60 crores on that
investment? It is reported in the
papers,

Shri B. R. Bhagat: I do not know.
What does it mean? There is no loss.

Shri K. R. Gupta: There are losses.

Mr. Speaker: We have to accept
what the hon. Minister says.

Shri B, R. Bhagat: An important
point was made by Shri Morarka
about the training of the managerial
personnel, He expressed a fear that
we were wasting our top personnel by
retiring them a little too early. It is
true that the Second Pay Commission
recommended the age of retirement
as 58. Government considered all the
pros and cons and did not increase
the age. But all the same, in respect
of managerial, scientific and technical
personnel where high expertise is
required we have been giving exten-
sions after extensions. In all these
public undertakings, in most of them
the age of retirement is virtually 60.
We did not accept 58 as the retire-
ment age because it will give us an
element of flexibility. If we raise it
then the good and bad will be re-
tained and it will mar the progress of
young men whom we are training
and who will come and take their
places. There will be a lot of frustra-
tion. So, on balance, weighing the
advantages and disadvantages, we
decided not to increase the age of
retirement but to give liberal exten-
sions for the scientific and technical
personnel. We have the Industrial
Management Pool which we are try-
ing to expand and they can go up to
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60. I do agree with him that so far
as the managerial cadre is concerned,
we should use as much expertise as
is available anq particularly in the
initial stages there is need for stream-
lining the management of the public
undertakings,

Before I have done, I would refer
to one or two more points. Shri Guha
said that we had reversed our credit
policy. During the Second Plan when
there was pressure of price the
Reserve Bank evolved a policy of
selective credit controls. He said that
we had shifted from a selective cre-
dit restraint to a general credit res-
traint and that we are not doing any-
thing to keep a check on creation of
credit by banks. The Reserve Bank
has been conducting its credit policy
in a flexible manner, In regard to a
number of commodities recently we
had a credit squeeze policy, for ins-
tance, wheat, sugar, raw jute, goods,
etc. This policy had been relaxed after
considerable consultations, When we
saw the pressure of high prices, we
tried to squeeze; when we saw the
pressure is low, we relax the squeeze.
That is the advantage in having a
flexible credit policy. This has been
done taking into account the position
of supplies in all these cases. In any
case, selective credit control ceases to
be effective. Such a policy can only be
for a limited purpose or for a limited
sphere of commodities. If we do it in
a general way, the effectiveness of
such a policy is lost; it loses much
of its charm. Also, it is not a fact that
we have given almost free scope to all
banks to create any amount of credit
that they like. In fact, the rise in
credit during the busy season of 1961-
62 has been no larger than in the
previous year. It has been on a par.
The decline in credit by banks during
the slack season of 1961 was signi-
ficantly larger than in 1960. The pre-
sent credit policy aims at meeting the
legitimate needs of trade and industry
and at the same time not allowing
credit {0 be used for speculative or
anti-social activities. That is the most
important thing.
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This takes me to the last point. A
large number of hon. Members have
raised it, It is the question of prices.
This is natural because prices are
important from the point of view of
the people both in their capacity as
producers and asg consumers. In a
country like India, which is seeking
to transform the economic structure
through successive Five Year Pans
and where a part of the economic
activity, including agriculture and
small and medium-scale industries
continues to be in the private sector,
the price policy is very important. Let
me point out that first in the second
Plan and more elaborately in the third
Plan, we have given the broad frame-
work of the price policy. We want to
achieve two things.

Firstly, there should not be a run-
away inflation. A very sudden spurt
in prices is very disastrous for any
economy and more particularly for an
economy like ours. Although we can-
not prevent rise in prices in a deve-
loping economy, we want to control
the rise so as to suit the need of the
economy. Whether it is agricultural
price or industrial economy or exports,
the rise should be pari passu with the
developing economy.

The second object of such a policy is
that there must be a structure of re-
lative price, whether it is agricultural
or industrial price or export price.
These are the two broad frameworks of
the price policy. Everybody talks to-

* day of rise in prices. That is true.

Wherever it is present, particularly the
urban lower middle-class and the
middle-class people are affected be-
cause of the rise in prices of certain
enmmodities and we have to try to use
corrective methods.

The point has been made that as a
result of indirect taxation, there has
been a rise in the prices of commodi-
ties. A very sweeping statement is
made that we have undertaken a large
dose of indirect taxation and so there
has been a rise in prices. If you im-
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pose a duty on something, tomorrow
the market price goes up. This year
also a similar charge has been made. I
have tried to get the prices of all the
commodities on which a levy has been
made. I would tell the House the price
of only 4 or 5 commodities which are
of mass consumption like loose tea.
This is the retail price. I have the
prices from Cochin, Delhi, Coimbatore,
Poona, Darjeeling and Gauhati up to
last evening. Only in Cochin, the rise
is 28 nP. although the rise should be
10 nP. which was the amount of duty
per kilogram. So, the rise is 18 nP.
more in Cochin for the hotel brand tea;
not all tea. In all the other places,
there is no rise in price absolutely.
Similarly on matches of 50’s which go
in common consumption, there is ab-
solutely no rise in prices,

Shri Raghunath Singh (Varanasi):
They must be from old stock and
therefore there is no rise in prices.

Shri B. R. Bhagat: I have got the
report here. There is no rise in prices.
Similar is the case about cotton yarn.
There has been a rise of 0.092 per
cent. in Delhi, but no rise in Ahmeda-
bad and Broach, In cotton fabrics
there is no rise in Delhi, Ernakulam,
Madurai and Calcutta.

Shri Hari Vishnu Kamath: Are they
retail prices?

Shri B. R. Bhagat: Yes, retail prices.
In Coimbatore there has been some
rise. According to the taxation the
rise should be 0:03 per cent. and the
actual rise is by 19 nP. In the case of
medicines, in certain medicines we
have reduced the duty.

Shri S. M. Banerjee (Kanpur): What
about Delhi? ‘What is the source of
his information? Was it collected by
his people in the Ministry.

Shri B. R. Bhagat: Delhi is also
there.
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Shri J, B. Singh (Ghosi): Why don’t
you go to a retail shop here and see the
prices?

Shri B. R. Bhagat: I have tried to
collect it. The source is the market;
the retail prices obtaining in the mar-
ket.

Mr. Speaker: The hon. Members
want to know whether he asked his re-
venue officers to go and find out the
prices?

Shri B. R. Bhagat: Certainly, Sir,
I will use my own agency. I won’t
go myself (Interruption).

Shri S. M. Banerjee: 7 nP. is the
common market price; that you should
realise.

Mr. Speaker: Order, order. What
does he want me to realise? I am
putting his approach to the Minister.
He does not allow me to put that.

Shri S, M. Banerjee: You have al-
ready put.

Mr. Speaker: Is the hon. Member
to answer it? He should wait and get
the information. I am getting it. Let
me- be satisfied with that.

Shri S. M. Banerjee: ] am sorry, Sir,
I have not heard you properly.

Mr, Speaker: What does he want?

Shri S. M. Banerjee: The hon. Min-
ister was saying that there is no rise
in the price of match boxes. But the
whole difficulty is that 7 nP. is the
common market price.

Mr. Speaker: That is exactly what I
was putting to the hon. Minister, I
was asking him the source of his in-
formation. He is telling that he has
used his agency. I am putting it to
him whether some customer actually
has gone and tried to purchase it. I
think that would serve his purpose. I
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was actually putting his case. In-
stead of having patience, the  hon.
Member interferes.

Shri D. C, Sharma: Match box s
selling a! a higher price even in the
. Parliam:n{ House.

Shri Raghunath Singh: In the Cen-
tral Hall it is selling at 7 nP.

Mr. Speaker: The hon. Minister
must have used the services of Shri
D. C. Sharma and Shri Raghunath
Singh for collecting the information.

Shri B. R. Bhagat: I am quite pre-
pared, if the hon. Members are willing
to lend their services.

In medicines, although we have re-
duced the duty, the pre-budget stocks
are being sold now and therefore, the
prices have not come down.

I have collected the figures from
important centres in the country. I
have sent my own officials to collect
the information. Whatever statements
the hon., Members made, they were
general statements. They only said
that there is a general rise
in prices. They did not give
any  specific  information. I have
tried to collect the information. If
they have any other information, cer-
tainly they can bring it to the notice
of the House.

Shri D. C, Sharma: What about the
price of tobacco?

Shri B. R. Bhagat: Sir, T should be
allowed to go on.

Shri Nath Pai: Don’t be so un-
kind. He is dong his best.

Shri B. R. Bhagat: Sir, I only want °

to suplement what the hon. Finance
Minister said in his Budget speech
about the whole concept of direct and
indirect taxation. The other day, Sir,
Shri Morarka said that indirect tax-
ation would depend upon
the stage of economy at which a coun-
try is. Certainly, when there are more
persona] incomes, more individual in-
comes, the revenue from direct taxes
will go up. But in a country like the
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Soviet Union, where personal income
is of the least importance, certainly
there is no place for income-tax; most
of the revenues there are from indirect
taxes. So, to say that we are levying
more indirect taxes in  this country,
therefore it is regressive, therefore
it adds to the burden of the poorman,
to the common man, it is not true.
What the Finance Minister stated
was that we made a study about the
structure of indirect taxation and if we
selected goods properly the articles on
which we want to levy the tax, to a
certain extent the indirect taxes can
be progressive. He maintained in his
speech that these taxes are progressive,
I am only supplementing that by say-
ing that it is not correct to say that
because certain indirect taxes  are
levied, there is a rise in prices and
regressive and retrograde forces are
released on the economy. So far, there
has not been any perceptible rise in
the prices of articles on which the
indirect taxes are levied. Therefore,
to say that because of our tax policy
there is a rise in prices is not true.

It is a fact that during the Second
Plan period there has becn a consis-
tent pressure on our prices. But it
must be recognised that because of the
specdy industrialisation, because in the
nearly stages there has been a short-
fall in our food production, so there
was a pressure on foodgrain prices
and, later on, because of the pressure
of the rise in prices of the raw mater-
ials like cotton, there was a constant
pressure on prices for the whole
period of five years. But we have
tried to maintain the prices and stabi-
lise them at a proper level. If you
see the index number, towards the
beginning of the Third Five Year Plan,
the pressure on prices has eased in-
stead of increasing, because there is a
large supply of foodgrains and the pos-
ition of the raw materials is better and
so the upward trend in prices, which
continued till July, 1961, when the
index was 1286 gradually came down
since then to 122'9 by December 1961.
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After December 1961 the level of
wholesale prices has been more or less
stable round that level, the index for
April 1962 being 123.4; that is, about
1:2 per cent, lower than what it was a
year ago

We want that there should be stabi-
lity in prices. Although we know in a
developing economy there are various
forces released which have some re-
lation with the rise in prices, we
want to control it. If you see it in the
context of the world picture, over
this period not only in this country
but all over the world there has been
a rise in prices. This is one of the
conclusions emerging from a recent
study made by the First City Bank
of New York, analysing the price
trends in 43 countries.

Shri Hari Vishnu Kamath: What
about the wages in relation to prices?

Shri B. R. Bhagat: That is a different
question. I am referring to the rise in
prices.

According to this study, the rise in
prices in India was 2:1 per cent,
somewhat higher than that of Switzer-
land, which had a figure of 1.4 per
cent. It was of the same order as in
Germany, United SPates and Canada.
In fact, it was significantly less than
in many European countries and much
less than some of the developing Latin
American countries.

So, if you see the record of our
maintaining the stability of prices,
we have a very good record. But we
should not minimise the point that the
social conditions in each country may
be different. I agree there with the
hon, Members. But, so far as the
Government are concerned, we are
conseious that what we call the social
margin of tolerance to a rise in prices
is much less in this country than in
European countries; because they have
greater flexibility in economy, they
have greater flexibility of tolerance.
More so because immediately during
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and after the Korean war, we have
been having very high prices,
Therefore, we are allergic to it and
what I described as social margin of
tolerance is much less here. There-
fore, we should be very anxious and
careful to see that the price line is
maintained. All our efforts will be a
maintain the price lire. There should
be stability in prices to subserve the
interests of the developing economy
and the interests of the Plan during
the Third Flan period

17 hrs,

Before I conclude 1 would like to
say that I am very grateful to the
hon. Members who participated 1n the
debate. I must end it on an optimistic
note. Because, if you see the march
of the country over the past ten years
what is the position that you see? I
want to bring this to the notice of the
House because I want to disabuse any
wrong impression. The House has
been very indulgent in so far as our
Plan implementation is concerned. We
have made mistakes; our targets in
some of the key sectors have not been
fulfilled. True. But if you have an
integrated picture and if you see the
march of the economy over a period
of ten years, there is no cause for any
misgiving, there is no cause to be
disheartened, Rather, we have reach-
ed a stage, a very crucial stage in our
economy when we are implementing
the Third Plan and we have to gird
up our loins. There is cause for hav-
ing more confldence and more courage.
Because, we have laid the basic in-
dustrial structure; our agriculture is

.in a good way; we are building up

the whole rural economy right from
the bottom. We are generating social
and other institutions, so that in future
our progress is going to be faster, and
we have to strengthen them; and we
have to develop expertise, whether
of manpower or technical know how
or other things so that we march for-
ward. There is no other answer to
rapid development in an economy like
ours.
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Whatsever progress we have made is
creditable. But we are not satisfied
with it. We want to go ahead faster.
And that is the lesson of the last ten
years of planned development. I
would like the House to be indulgent
in this, to give this picture of con-
fidence before the country that we
have to implement the Third Plan,
we have to face all the difficulties, we
have to gird up our loins. All the
parties should combine to create this
atmosphere in this country, so that
we may march forward so far as our
economic front is concerned.

Shri Nath Pai: We are very grate-
ful to the hon. Minister for trying to
enlighten us on the price stabilisation
and for the efforts he is valiantly
making. Here is this Tata's book of
statistics, and it shows that during
five years from 1955......

An Hon, Member: Tata’'s!

Shri Nath Pai: They have taken the
statistics from the Government of
India sources. Do not have such a
wrong type of allergy.

Mr. Speaker, this book shows that
over a period of five ycars, that is
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1955—1960, the price rise annually in
India was 75 per cent. And this is
the highest among the eleven coun-
tries, barring Brazil.
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Shri B. R. Bhagat: Since when?

Shri Nath Pai: From 1955 to 1960
the annual rise, in percentage, was
7:5. It is at page 19 of the book.

Shri B. R. Bhagat: 7-5?

Shri Nath Pai: Would you try to
sue them for misleading the country?

Mr. Speaker: Order, order. An hon.
Member had written to me that he
had to leave this evening. 1 sympa-
thise with him because now the time
is over. I could not accommodate him
because the hon., Deputy Minister has
taken one hour,

Now the House stands adjourned
till 11 a.m. tomorrow.

17.03 hrs.

The Lok Sabha, then adjourned till
Eleven of the Clock on Thursday, 10
May, 1962,Vaisakha 20, 1882 (Saica).



