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move an amendment and if the
amendment is accepted by the House, it
will be carried. Otherwise, if the Business
Advisory Committee's allocation is ac-
gepted, I will not alter even half an
hour next time.

Shri Kamath: We will have a regular
amendment next time.

FINANCE BILL—contd.

Mr. Speaker: The House will now pro-
ceed with the further consideration of the
following motion moved by Shri C. D.
Deshmukh on the 17th April 1956,
namely:

“That the Bill to give effect to
the financial proposals of the Cen-
tral Government for the financial
year 1956-57, be taken into consi-
deration.”

Shri K. K. Basu (Diamond Harbour):
I am grateful to you for giving me this
opportunity to speak first on the Finance
Bill, soon after our demand for the ex-
tension of time for the discussion of the
Appropriation (No. 2) Bill, has been
turned down.

The provisions of the Finance Bill
have to be judged in the context of the
Second Five Year Plan which is to be
put into operation from this year. As you
know, in the Second Five Year Plan,
we are going to embark on a large-scale
expansion in the mdustnal sector, and
the scope of the Plan is also going to
be extended so that its outlay is gom to
be more or less double that of the
Five Year Plan.

If we are thinking in terms of the
actual working of the Plan to its proper
fruition, then the question of the finan-
<ial resources needed for financing it has
to be considered in all seriousness. In the
first budget of the Second Five Year
Plan, there are certain taxation propo-
sals, which are intended to raise some

additional finances. And we certainly - '

welcome some of those proposals. For
instance, the Finance Minister has tried
to raise some money by taxing those
people who have so long evading the
payment of their due share of taxation,
though they are in a position to bear
the burden of further taxation.

Mr. Speaker: The hon. Member may
‘Tesume his seat for a while. I find that
a ber of hon. Members are coming
10 my seat here to make representa-
tions and I am finding it very dlﬁcult

t0 proceed with my work here.

*how, this very bad practice aurted some
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time back. Hereafter, I shall pot allow
any hon. Member to come and talk to,
me here in the Chair. If they like,
they can send a chit and express what
they want. Hereafter, they may kindly
avoid coming to the Chair and making
representations.

Shri A. M. Thomas (Ernakulam): That
is a very happy thing.

Shri Nambiar (Mayuram): That has
been our practice all these years. If
there is an urgent thing, and we want
to make a personal representation, but
we are debarred from coming to you,
then it will mean some difficulty for
us.

Mr. Speaker: No hon. Member should
come and talk to me in the seat here.

Shri K. K. Basu: I was safymg that
we certainly ‘welcome some o

taxation proposals contained in the
Finance Bill, but unfortunately there
are certain aspects of the taxation pro-
posals which we think will go against
the inetrests of the common man.

It is true that the Finance Minister
has tried to quote some of the recom-
mendations of the Taxation Enquiry
Commission in support of his propo-
sals, as for instance, the recommenda-
tion that the base of the taxation
should be widened and the common
man should be made to bear the bur-
den of financing the Second Five Year
Plan.

I would ask the Finance Minister to
consider seriously whether taxation on
the necessaries of life like cloth or soap
or edible oils should be resorted to in
the very first year of the Second Five
Year Plan. The Finance Minister himself
has admitted, and the Government's
figures themselves show, that aiready the
cost of living indices, so far as food
articles are concerned, have gone up,
and the common man is not in a position
even to bear the burden that he has al-
ready been asked to bear. .

It is true that there has been some
increase in the national income, but we
know that there are the poorer sections
of the community, to whom this increase
has not percolated. Even today, as Gov-
ernment themselves concede, there is
a growing increase of unemployment.
We find that in the defence industries,
nearly 11,000 rpeople are going to be
retrenched. A days back, we were
told that in the Damodar Val.[ey Corpo-
ration, about which we boast so much,
and which is in charge of one of the
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biggest projects, even the technical per-
sonnel are going to be retrenched, num-
bering along with some others about
8,000 to 10,000. In the big cities of
Bengal and other areas, there is large-
scale educated unemployment. Suppose
in a family, three or four brothers,—
one of them may be working as a clerk,
another may be working as a teacher,
and-the third may be doing some ordi-
nary job here and there—are going to
remain unemployed, then what is to
happen to their family? After all, the
family has got to be maintained by the
total income of all the brothers, put
together. So, if we consider the posi-
twn objectively and in terms of reality
e find that in the final analysis the
burden on the common man is possibly
going to increase. Only recently, Pro-
fessor Mahalanobis in the course of
one of his lectures on the Second Five
Year Plan had stated that we would be
having about 20 lakhs more of unem-
loyed people after the Second Plan
genod if we take into account the
persons who will join the band of those
who would be in need of employment
every year.
that in spite of the slight increase in
national income that we have been able
to achieve, the average income of the
common man has not increased cor-
respondingly. When that is the posi-
tion, I do not understand why the Fin-
ance Minister wants to increase the
burden of taxation on cloth, edible oils

and other essential commodmcs

In some places, already sales-tax is
being levied on essential commodities.
Only the other day, we found how in
place like U.P. and some other States,
sales-tax has already been im
even on food articles, and the Central
Government have given their consent
to such levy as required under the
Constitution.

* I would urge the Finance Minister to
see whether the person on whom he
wants to impose a tax is in a position to
bear the burden. He has proposed that
even edible oils should be taxed. I come
from a State where mustard oil is
a very essential part of our daily
food. In almost every kind of
food preparation in Bengal, mus-
tard oil plays a very important part.
Of course, the Finance Minister might
eome forward and say that the duty pro-
posed is not very much, and thus he
may justify the excise duty on mustard
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oil, not to speak of the other edible oils
like ground-nut and coconut oils which
also are used in food preparations. But
so far as mustard oil is concerned, it is
used only for edible purposes; there is
no industrial use at all to which it is
put. And yet we find that the Finance
Minister is adding to the burden of the
common man even so far as essential
commodities are concerned because no-
body can go without food however bad
his condition may be.

Before the Finance Minister goes for-
ward with his taxation proposals, 1 would
urge him to take into consideration to
what extent the persons on whom he
wants to impose taxation are in a posi-
tion to bear the burden. He himself has
conceded that so far as foodstuffs are
concerned, we have not yet come to a
stage of complete self-sufficiency, when
we can think of taxation. For, this
year also, we find that in one of the
most important foodgrains. namely
rice, there has been a decrease in pro-
duction, as Government themselves
have admitted. To tide over the infla-
tionary tendency, the Finance Minister
has said in the course of his speech to
the planning forum, that he is thinking
of getting the agricultural surpluses
from abroad into our country. But
then our people will have to pay more
for that. Although he has stated that
we may not have to pay for it imme-
diately, yet the whole effect of it will
ultimately fall on the common man
who will have to pay for it at a price
which is higher than what he is pay-
ing now.

One other point that I want to em-
phasise is this. The Taxation Enquiry
Commission’s reports have not been dis-
cussed in the House so far. But there are
certain aspects of their recommendations
which the Finance Minister has taken
into consideration while bringing for-
ward the present Bill. As for the other
recommendations, we have been told that
they are under his consideration, and
tomorrow or the day after, some deci-
sions may be arrived at on them also.
But I would like to ask what has hap-
pened to the recommendation in regard
to a tax on total wealth.

In an under-developed country like
ours, we find that there is a huge dis-
parity of wealth. If we look into the
economic history of our country for the
last thirty or forty years, we find that
while on one side, people are stepped in
so much of poverty, on the other side,
there are persons who have accumulat-
ed . a disproportionate volume of
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wealth, and some of them have been
indulged in building big palaces or in-
vesting their money in unproductive
property, in which the community has
mo share. we are embarking
wpon such a big plan, many basic’ as-
ts of which we all support, would
ve expected the Finance Minister to
have ushered in our country a society
which will be very much akin to the
welfare State which has been enshrined
in our Constitution, or even the socia-
listic pattern of society, which the party
in power is now trying to boost up be-
fore the country. I would have been
glad if the Finance Minister had come
forward with a suggestion for imposing
a tax on total wealth.
12 nooN

Then what about the business pro-
fits tax which was given away since
1949 ? I would like to know why this
was not taken into consideration in
framing the taxation proposals. Then
there is the capital gains tax.

[Ar this stage the Minister of Law
and Minority Affairs, (Shri Biswas)
walked up to the Chair]

Shri Muichand Dube (Farrukhabad
Distt.—North): On a point of order. Is
an hon. Minister enti to make per-
sonal representations ?

Mr. Speaker: I think he was not here
in the House when I explained it

Shri K. K. Basu: Probably that was
not meant for a member of the other
House. .

I would also ask the Finance Minister
to take into consideration the question
ef imposing some sort of inheritance
ax or succession duty. What has been
the fate of the estate duty? I remem-
ber that in the final stages of the Es-
tate Duty Bill, the Finance Minister -as-
sured the House that he had brought
forward legislation imtended to reduce
the disparity of wealth, of the holding
of individuals in terms of money or

er properties. But what has been the
recult ? Even the small expectation of
the Finance Minister for the last two
or three years has not been fulfilled. We
know that when the estate duty propo-
sal was there, people belonging to the
wealthy community got long and prior
notice, and with the help of ingeneous
lawyers and others they have been able
to ﬁl away through legal lacunae that
might be existing in present Act.
In our etsate duty, we were guided by
what was done in England long back.
But let us not go by what was in

d 50 years ago. Let us see the
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positior today. Regarding exempting
the duty on trusts etc., whatever might
have been the condition in Great Britain
30 years ago, today they have tried to
plug the loopholes. Qur Finance
Minister did not think at that time that
we should do this. After our two
years’ experience, when so much money
is wanted for our Plan to which the
country is wedded and the basic prin-
ciples of which we accept, I would re-
quest the Finance Minister to bring
forward some sort of succession or in-
beritance tax along with duty. It is
necessary that we should shift the bur-
den and adjust the burden in such a
way that the real persons who have ex-
cess wealth with them are made to part
with it for the benefit of the commu-
nity, for utilisation in plans of develop-
ment.

There are a large number of persons
who try to hoard their wealth. We
should see that this money is utilised
for the benefit of the country. I do not
mind if people like my hon. friend,
Shri Tulsidas, who have money, utilise
it for productive purposes; I do not
mind if they utilise it and work hard to
earn a genunie return. At the present
state, we may allow it. But we should
not allow persons to waste their money
in big palaces or in luxuries. There
are persons who go in for luxury air-
conditioned cars—not one but four or
five—each costing Rs. 60,000 or even
Rs. 1,00,000. These cars are not built
or manufactured in India. The money
goes to the foreigners who are the
manufacturers of these cars.

When we ask the common man to
share the burden when we ask the
common man to tighten his belt
so that the country can develop, we
must see that all sections of the people,
and more especially those sections of
the people who are in a position to make
greater sacrifices, give to their maxi-
mum for the sake of the countrv. Bat
unfortunately, even in the first Budget
of the Second Five Year Plan, we do
not find any change in outlook so far
as the Finance Minister is concerned.

Then I come to the question of ceil-
ing on income. The Taxation Inquiry
Commission had come forward with a
suggestion in this connection. In our
country which is undeveloped, where
the disparity of income from A to B
is so wide, the time has come when in
the interest of India, in the interest of
the society, there should be some ceil-
ing on income enforced. I remember
that the Pay Commission had also sug-
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gested this so far as cFo\n’:r:m'n'.lzlt em-
ployees were concerned. They had de-
vised some sort of formula; I think the
maximum laid down was Rs. 3000 and
the minimum Rs. 100 or Rs. 125. So far
as the minimum is concerned, .that has
not been adhered to. Whenever we ask
that the common man, the ordinary
worker or clerk or ordinary ministerial
staff should get increased emoluments
—these people are in absolute need of
an increase in emoluments just to keep
their body and soul together, just to
have the bare subsistance—We are told
that there is dearth of finance. There
is no proportion between the income
of the lowest and the income of the
highest.

The other day I was trying to look
at the Report of the Income-tax Depart-
ment. In the Report for 1954-55, it says
there are nearly 312 persons whose in-
comes range from Rs. 55000 to
Rs. 70,000, 127 persons whose incomes
range between Rs. 70,000 and
Rs. B5,000, about 60 persons in the
category of Rs. 85,000 to Rs. 1,00,000.
There are 89 persons having salaries—
this is apart from individual income
which has no limit—rangi from
Rs. 1,00,000 to Rs. 1,50,000. are
34 persons in the income range of
Rs. 1,50,000 to Rs. 2,00,000 and there
are 11 sons in the group of
Rs. 2,00, to Rs. 2,50,000. And there
is also one individual—I do not know
who he is—whose annual return is over
Rs. 4,00,000 and below Rs. 5,00,000.
Even the salary of a Supreme Court
Judge has been fixed as Rs. 4,000
under the Constitution., The Judge of
the Supreme Court of India will be an
intellectual of the highest order. Then
the remuneration of Governors has
been fixed at Rs. 5,500. The Presi-
sident’s remuneration was Rs. 10,000;
I am told he was good enough to sur-
render a certain portion of t emo-
Tuments.

Even themr, we find that such high
salaries are paid in the country. Apart
from that, there are other benefits, If
you go to Calcutta, you will find that
there are officers getting Rs. 1,000 or
Rs. 12,000. But in addition to that,
they get so many perquisites and other
allowances that their total emoluments
work out to more than Rs. 6,000 or
Rs. 7000. Even the amendment that
we have brought is not able to meet
the situation; that relates only to the
remuneration of the directors. Then these

rs are furnished with air-condition-
ed rooms, special houses, all furnished,
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conveyance. We know that a large num-
ber of foreign concerns do these things
in order to avoid payment of income-tax
to the Government.

It is high time, when we have embark-
ed on a huge plan, that we should
bring about some change in this state
of affairs. Why should we not come
forward with such taxation proposals
which will mop up such money for the
benefit of all the citizens? We should
see that all the citizens and all those
who have for the time being come here
to do business, fit in with the conditions
of India today, adjust the conditions of
their avocations accordingly and fall in
with the basic principles of our eco-
nomic policy.

Then I come to the subject of specu-
lation. Even today, in spite of the fact
that the Forward Markets Commission
is there, we have not been able to stop
speculation in many articles, including
food articles. As I said earlier, mus-
tard oil which was selling at Rs. 50,
has immediately after the taxation pro-
posals came in, shot up to Rs. 75.
that means that the common man has
now to pay mearly 50 per cent. more
than what he was paying before.

We have repeatedly to urge upon the
Finance Minister and the Government
that the time has come for them to see
that a large portion of the resources of
our country are frittered away in specu-
lative workings and activities. It is neces-
sary for the Government to take steps
to put an end to this speculation.

So far as other articles are concern-
ed there is a Bill in connection with
Securities, which I think will not serve
the purpose, but which we can cer-
tainly discuss when the time comes.
There must be some agency through
which Government can have a direct
control over the. speculation indulged
in respect of food articles or industrial
raw materials. We should see to it that
the prices of things vital to the life of
the community should be controlled
and are not increased.

Then I would urge on the Finance
Minister to take into consideration whe-
ther State enterprises should not be
more developed. We know that the
public sector has expanded. So far as
the public sector, is concerned, we are
only entering into certain types of en-
terprises, where the private sector has
not been able to mobilise so much
capital or so much skill. In an under-
developed country like ours, of course
there should be aHmittoraismgmum
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‘by deficit financing or taxation of the
.common man. As you know, in our
‘country, people are much below the
subsistence level and they are mnot
in a position to bear the burden of
taxation to finance development pro-
jects, which are absolutely necessary for
the improvement of the country.
Therefore, 1 would urge upon the Fin-
ance Minister to take into considera-
tion whether we should not go in for
State undertakings in certain types of
consumer goods. I do not say that
there should be no competition from
the private sector; let there be a private
sector also. The profits of the State
undertakings may be utilised for the
improvement of the resources of the
country.

We have nationalised the State Bank
and in its working it has produced a
profit of nearly 14 to 15 per cent.

There was a proposal, for the rehabili-
tation of the refugees from East
Bengal, to establish a textile mill. I was
told due to the opposition of the private
sector, it could not be done. The Gov-
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mine and coal workers; Rs. 40 lakhs
could not be spent last year on indus-
trial housing, as the hon. Minister for
Housing and Supply himself said, and
50 on. As regards industrial housing, I
was told by one of the important fun-
ctionaries of the Bengal Government
that there are certain technical things
which have to be complied with. Even

. if you want to change the plan for a

kitchen or a latrine, you have
to come to Delhi for sanction and this
takes 6 or 7 months and in such a way
the funds lapse. When we want so much
development in the country, we should
not rely on the old rules. They might
have been good enough when the British
ruled the country, but, when we have our
national Government, the rules must be
modified for developmental needs. I
would ask the hon. Finance Minister to
take us into confidence and tell us
whether we are going to have changes
in these rules so that the funds allocat-
ed for development of the country
could be properly utilised.

Finally, I would ask the Finance
Minister to take into consideration the

ernment should also try to increase its
resources by earning in certain types
of consumer goods. It may ako help us
in another way for by that we may be
in a position to check the inflationary
tendency. Though we may not be com-
peting with the private sector, the pro-
fit from these State undertakings will
be a great addition to our resources
and it will enable to ease the burden
on the common man.

As I am a member of a Committee
of this House, I cannot go into detail
of what happened there. But, I may tell
the house that Government must do its
ttmost to see that the accounting of
these organisations is maintained on pro-

lines. You yourself have been in the
timates Committee and know the
convention that we cannot disclose
certain facts. But, the Minister knows
that the time has come—when we want
to expand the public sector—to find out
some sort of exchequer control of ex-
penditure etc.

1 do not want to go into the details
of lapses. 1 would only like to draw your
attention to the fact that dusing the last
year Rs. 4} crores which had been
earmarked for education could not be
spent. Rs. 45 lakhs could not be spent
on the resettlement of landless workers
and similar amount for tribal welfare,
Rs, 21 lakhs on welfare schemes for

pacity of the common man to pay
taxes and bear the burden. I have said
earlier that the common man is not in
a position to bear heavy burdens. 1
would, therefore, urge upon him to drop,
at least for the time being, the idea of
taxing edible oils—either the whole of it
ar that portion which is used for edible
purposes. Oil is one of the essentials -of
life. T would also urge upon him to try
to do away with the excise on cotton
cloth and also the increase in postal
rates. These are the things which the
common man uses and he is not in a
position to bear the extra burden, in spite
of the increase in national income. The
pattern of distribution is such that there
is not fair distribution so that it may go
to those persons who need it most. I
would request the hon. Minister to see
that in the first year of our Second Plan,
the distribution pattern is so adjusted as
to inspire confidence in the people of
the country, so that they may see that
our Government is taking the right path
in ‘tapping he available resources of the
country in such a way that the burden
falls on those that can bear it. You have
to enthuse the country at large; other-
wise no Plan, however big it may be, can
be worked. The bureaucracy alone can-
not work it; it is absolutely necessary
to enthuse the common man. Then, and
then alone, can the Plan work success«
fully and-India’s future will be happy,
which all of us wish to see, .
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Shrimati Tarkeshwari Sinha (Patna
Bast): Mr. Speaker, the political evo-
lution of a nation is not something
which develops out of the doctrines of
political philosophy or the activities of
the political personalities alone. It comes
about as a result of the fusion of the
forces which most directly affect and
condition the lives of the people of the
country. And one of the most influen-
tial of these forces is the economic
force, because the spirit of man, which
stimulates the political development of
free man, finds hope and encourage-
ment in an atmosphere of material
prosperity and personal well-being.
This fact is implicit in the concept of
democracy. As we are also in the
midst of our political evolution, we have
taken the economic development of
the country as the real basis of the
kealthy evolution of the nation.

For the economic development of our
eountry, we have adopted certain fun-
damental principles and, one of the
most important principles is deficit fin-
ancing. But, the terms deficit financing
does not convey the same meaning in
this country as it does abroad. We re-
oognise a budget deficit when the total
receipts of the Government, including
capital receipts, fall short of the
total disbursement, including capi-
tal expenditure. To convey its over-
all character, we call this an overall defi-
cit. In the U.S., a deficit will be spoken
of when the Government’s expenditure,
including capital expenditure, exceeded
revenue receipts. The issue of loan to
aover such deficit would be deficit financ-
ing in the U.S.A. but not in India. For
ws, deficit financing would arise only
when the budget gap is covered by Cen-
tral Bank borrowing. That is the funda-
mental difference between us and the
other industrially advanced countries.

In view of the divergence of the con-
tents of the term, the economic conse-
quences applicable to one cannot be ap-
plied to the other without due modifica-
tion and it is possible that a failure to
recognise this might be responsible for
the haphazard way in which some of us
in the countrv are trying to advocate
deficit financing. 1 may venture to
point out here that the virtue of loan
financing of budget deficits to activate
idle savings cannot be bodily applied to
this country because of the Central Bank
financing of development expenditure
because savings here are in
supply. We know that in our
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country, savings are in short supply
and therefore the Central Bank financ-
ing of development expenditure cannot
be compared to loan financing of the
Budget deficit to cultivate or to em-
courage idle savings. Therefore, &
proper distinction must be made bet-
ween the problems of unemployment
in industrially advanced countries and
under-employment in the economically
backward countries. The two pro-
blems are basically different. The
emergence and progress of unem-
ployment in industrial economies would
be accompanied by the unemployment
of the corresponding complementary re-
sources that may be there. Savings would
be idle, capital equipment will also be
idle or it will work below capacity.
There will be accumulation of stock
of goods and material. Therefore, loan
Central Bank financing in those coun-
tries where such a situation prevails
would rather help to bring them to-
gether through public investment acti-
vities, thus creating more employment.
But on the other hand what is happen-
ing in our country ? Because we are eco-
nomically backward, in our country the
problem is one of shortage of savings in
relation to the needs of development
and that is a very important point to re-
member. The only resource at our dis-
posal is the heavy supply of uvnskilled
labour. Though we know that the scope
of development is very wide; but labour
alone cannot increase the output and it
cannot create a thing by its own power.
It must combine with it a capital in-
vestment. Some sort of investment must
be there so that labour can create out-
put. Therefore, it is not possible to con-
ceive of production without capital, with-
out saving; and that consequently brings
us to the fact that nothing can be creat-
ed without proper savings. Inadequacy of
savings is the real problem that is facing
our country, and if we cannot do some-
thing about increasing the savings, I
think that deficit financing will not be
able to help us very much. Here, 1
should like to point out that credit
creation may or may not activate idle
savings, but it can never create savings.

Apart from this confusion between
undevelored and under-developed eco-
nomy, there are some rather odd
theories of deficit financing that are
current at present. There are some
who argue that since created money was
only meant to increase the productive
capacity of the nation, in the long run
it would be of a self-liquidating charac-
ter; in fact, they argue that as a
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of the expanded at the end of
the 15-year period of the Plan that we
bave scheduled for ourselves, the general
level of prices will be lower than at the
beginning of the Plan, that is, than what
they are at present. There are others who
are of the opinion that deficit financing
in the development plan would lead to
a compensatory increase in production
or productive capacity of the nation.
There is a little truth in this fact. They
also argue that there might be a little
rise in the prices. And as our Finance
Minister has also stated, they argue in
favour of control for checking the rise
in prices. They say that rise in prices
to a little extent is inevitable in the
field of deficit financing or in the
sphere of deficit financing. They say
that physical controls will be able to
check the prices and thus check the cost
of living index. But I must point out
that they seem to over-look one fun-
damental fact in our economy, name-
ly, that there is a big time interval bet-
ween investment whether in the cons-
truction of wells, dams, factories, its
completion and the result of the in-
crease in output. This time limit is
the crux of the problem and it is the
most important problem to think be-
fore we resort to the principles of de-
ficit financing. As wages are paid
monthly or weekly, price of consumer
goods would rise immediately as invest-
ment begins. We cannot pay wages six-
monthly or yearly or by the time pro-

duction will come into full swing.
By that time investment in the
economic  set-up, the prices will

start rising, because we put money
into the pocket of the people and we
cannot check that. And if there is
money in their pocket, they will go and
buy all sorts of consumer goods. After
investment has taken place in our eco-
nomic set-up, we will not be able
to reduce the rise in prices because
prices tend to stick after having risen.
We have experience of the war economy;
we have seen the Second World War
with our own eyes. Compare the prices
in 1939-40 with those in 1956. There
is & gulf of difference. Why ? There was
an inflationary economy and in that eco-
nomy, prices rose and they have stuck
today. In spite of all our best efforts,
we are not able to bring down the level
of prices very much. Therefore I would
ike to point out that we will create an
entirely new price structure in the coun-
try and that price structure will be relat-
ed to the wages and the cost of produc-
tion of the thing. Because wages will
be higher, ultimately the cost of produc-
tion of the thing will be higher and the
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whole price structure of the country wift

be on the high level, higher than the
present.

Sir, it is a great illusion, born out
of a wrong economic theory of money,
wrong assumption of the quantity
theory of money and of a faulty visu-
alisation of the realities of economic
dynamics. We think that when produc-
tion comes up to our target, the prices
will come down. It has never happen-
ed before and it will not happen in
the future. I want to warn the Fin-
ance Minister here not to allow the
prices to go up. Otherwise, with all
your bes: efforts, you will not be able
to bring down the prices even if you
succeed in increasing the productive
activity of the country, that is, bringing
the total production to our target.

There is another point in this. During
the discussion of the Finance Ministry
Demands, the Minister said that he has
got cerimin things in view by which he
will be able to bring down the prices.
It is very difficult to do so. You increase
the wages, and that means that you put
money into the economic life and in that
way you will increase the cost of pro-
duction of a thing. After you increase
the cost of production, ultimately you
will try to bring down the prices, but I
think it will be disastrous in the economic
set-up of the country to bring down
the price of a thing, of which the cost
of production and labour cost have in-
creased so much. It is a common fact
that money incomes would rise, not be-
cause of our effort, but because of the
reflex action of the increase in the total
output of the country. If the flow of
output is now larger, incomes and
demand will correspondingly be larger,
resulting in higher and higher prices.
Therefore, it was contrary to the realities
of this mechanism to imagine that prices
would revert to the original level through
a compensatory increase in production.

Therefore, that argument does not
hold very much strength here. This is
the reason why we are afraid of deficit
financing. This is the most vital reason
that we should keep before our mind
before we launch on the principle of
deficit financing, because it will ultima-
tely be self-defeating in its " purpose.
When prices rise, the original estimates of
the cost of projects would be out of
date. We shall have to increase the
estimates of the cost of projects be-
cause of rise in the price level and that
will mean the requirement of more
money for the bui]din% up of the eco~
nomy of the nation. Because it is an
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obvious fact that once: we start those
jmportant projects, we cannot leave them
half-done. In spite of all the difficul-
ties, we shall have to finish those pro-
jects because they cannot be left half-
done. Therefore the estimates will have
to be put in the original schedule
and that would mean that you will not
‘be able ‘to keep deficit financing to the
level that you are trying now and ul-
timately you will create additional de-
ficit financing without any desire on
your part to do so and thus add to the
inflationary situation. And sooner or
later there will be non-developmental
demands on savings which will be highly
detrimental to the progress of the Plan.

In the field of external payment also,
it is obvious that you will have difficul-
ties bécause there will be a great pressure
for the import of consumer goods and
there will be difficulty in payments
because you will ultimately reduce the
exports. It may also in the long run
discourage current savings if the rate of
interest is very low. Therefore, I would
appeal to the hon. Minister to give
more attention to this issue and not to
go to that amount of deficit financing
that he proposed in his Budget speech.

In the course of the discussion on his
Demands, he has said that he has got
certain checks with him by which he
<can check the rise in prices. The only
check which I can think of and on which
one can rely is the system of controls.
But our experience of controls is very
bad. People cannot be induced or
coerced not to spend money when you
are going to put it into their pockets.
We can never do that. It is human na-
ture to spend money when they have
got morev. Even if consumer goods are
not available, they will spend. In
spite of our precautions by way of
controls and this and that, we would
not be able to check that outflow of
money from their pockets. Therefore,
this system of price controls and com-
modity controls cannot work properly
in an inflationary economy.

Here, T should not be misunderstood
to say that I do not believe at all in
deficit filancing. 1 do believe that, to
‘some extent—to an extent where it is
not inflationary—it is desirable for stable
-economic progress of a backward coun-
try. But there are two criteria and
they come under two heads. One is
the purchase by the Government
against its cash balances, of sterling
from the Reserve Bank to finance im-
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rts of equipment for the public sec®
?:r of th:’.’:1 Plan. This would leave the
volume of money in the country, in
circulation, unaffected. That course
will not lead 'to an increase of _the
amount of money in actual circulation.
Only the assets and liabilities of the Re-
serve Bank would decline by the amount
of deficit - financing. The Assets
would fall by the amount of sterling
purchased and the liabilities, by the de-
cline in the cash balances. Here, I also
want to point - that the Finance Minis-
ter can also resort to the purchase of
sterling against ad-hoc Treasury Bills.
In this way, the monetary effect would
be more or less the same, because the
assets and liabilities of the Reserve
Bank would remain unaffected as the
deficit financing would be balanced by
the payments deficits.

But, if on the other hand, the cur-
rency reserves are drawn upon for the
use of the private sector. I may point
out that Government will not be in a
position to engage inequivalent deficit
financing. Because, if the private sector
needs foreign exchange, what will they
do? They will go to the commercial
banks and get all the credit created by
commercial banks. Therefore, it would
be difficult for the Government to re-
sort to deficit financing to cover cases
of payments deficits as that has already
been taken away by the commercial banks
to meet the foreign exchange needs of
the private sector. That is why I have
pointed out that we should resort to the
purchase of sterling from the Reserve
Bank to finance the imports of equip-
ments in the public sector, in order not
to imbalance the whole system of deficit
financing and also not to allow the pri-
vate sector to take advantage of this
particular thing.

The second type and the safer type
of deficit financing is-the one pointed
out by the Bernstein Fund Mission.
That was invited by the Government of
India and it submitted a report. There,
it is said that we can resort to deficit
financing against the cash balances of
the public because they are a part of
the savings, for which there exists
somewhere in the economy equivalent
real resources. Real resources can
found for that amount of savings be-
cause it relates to the cash balance of
a private individual who  has
got real resources behind him. Now, the
institution providing him with the cash
balances would gain possession of the
corresponding real resources. The institu-
tion may be the Govermtment; it may
be commercial -or private banks. So,
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if these resourcés are utilised by the
rivaté sector or by the commercial
Eanks. they take' possession of them
and so the Government will not be in
a position to go in for deficit financing
of a high level against the cash balance
of the individual. 1f Government takes
certain advantages of individual savings
and individual cash balances, then, only
1 think, the biggest problem of finding
money will be solved.
. So, we see that the magnitude of defi-
cit financing comes under four heads:
the rate of increase in the national
output, firstly and secondly the amount
of withdrawals from the currency re-
serves, thirdly the degree of the prefer-
ence of the public for holding the cash
balances and savings and lastly, the ratio
of distribution of the real resources bet-
ween the public and the private sector.

Therefore, in view of the uncertainty
involved, I would like the Finance
Minister to take note that it may not be
a good financial policy to take advance
credit for the total amount of deficit
financing that is going to be raised in
the next five years. It will be very un-
wise to resort to deficit financing and
to make a statement about the total
amount thereof, without taking advan-
tages of other resources to finance the
plan.

This, ultimately brings us to the ques-
tion of foreign investment. I think it has
not been given the place it deserves in
our Plan. There is further scope for
foreign investment. I do not believe
that there is no scope. Almost all the
countries including the USA and Ca-
nada have developed their economy
with foreign assistance; they depended
on foreign resources. The European
countries who- were devastated by the
war and who had no resources of their
own, had also to depend on foreign
resources.  They have shown us
that they have been able to build their
economy in a few years. It is amazing.
Take any country—West Germany,
France or other countries. Therefore,
we also can depend more on the foreign
resources, and we must explore the
possibilities. Sir, there is no question of
our begging for these. It is our right
to take loan if we want to do some-
thing. We can approach them with all
dignity to give us loans. If they think
that their investment is going to pay and
if they are going to have some divid-
ends or profit, they will be glad to give
us loans because of our economic back-
ground, our bright future—bright in-
dusrial future.” It is not a question of
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going and begging somebody. We must
explore all the channels for foreign in-
vestment. If we can raise foreign invest-
ment to the tune of Rs. 250 or
Rs. 300 crores a year, investment
proximating to the scale contemplated in
the Plan frame will be made without any
fear of inflation.

I have done Sir.

Shri C. D. Pande (Naini Tal Distt.
cum Almora Distt—South-West cum
Bareilly Distt.—North): Sir, I will con-
fine myself 10 the economic policy as
adumberated or expressed in this Budget.
Or, shall I say, lack of economic policy
in our Budget ? This Budget or the de-
batable question involved in the Budget
as discussed by the country, our Gov-
ernment and by this Parliament, poses
two questions: whether “we stand for
speed or progress-or whether we stand
for stagnation and are going back to
the past 7 We know, as Shrimati Tarke-
shwari Sinha stated, that we are going
to put in our economy a huge sum of
Rs. 4,800 crores as expenditure in the
Five Year Plan and also an annual ex-
penditure of Rs. 1,000 crores in
the States and in the Centre. That
means, within the next five years we shall
be spending Rs. 10,000 crores. Then,
with a view not to create any unwhole-
sum effect of that huge spending, what
are the policies we want to follow ? What
are the remedies that we propose to
check the inflation that will accrue? My
complaint or my grievance is that there
is utter confusion and there is lack of
clarity on the part not only of the Fin-
ance Minister, but the entire Govern-
ment.

Shri K. K. Basu: Including...

Shri C. D. Pande: Yes. Including my-
self as a member of Party in power. -

What I say is, there is no co-ordinated
or dynamic policy of production of con-
sumer goods. That comes to this: we will
put in Rs. 10,000 crores without any
opportunity for the people to spend that
money. It will be said that there is so
much economic activity in India, we are
building dams, we are having big pro-
jects, we are having Chittaranjan loco-
motive works and so on. All these are
things where we are only spending. We
are not producing any consumer goods
there to be consumed by the people.
Therefore, what I am pointing out is
that there should be co-ordination, a ba-
lanced co-ordination between production
of capital goods and consumer goods.
If you will spend money for the
sake of creation of some power,
on irrigation system or production
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of engines, that is not the channel where
people can spend their money. There
they only earn. In a way you feel that
there is no other remedy for it and so
you emphasise on savings.

What I emphasise is that there should
be production of consumer goods. I am
not enamoured of these appeals for
small-scale savings. The appeal to the
country should be to spend as much as
possible. If the people spend their
money, there will be greater production
of consumer goods. If there is a greater
amount of consumer goods, there should
be greater production which will lead
to the assimilation of the entire expendi-
ture that you are going to make through
those public projects.

An Hon. Member: But, where is the
capacity 7

Shri C. D. Pande: The capacity will
grow and you will not need that much
of deficit financing as you are now con-
templating. In my opinion, your eco-
nomy is tuned to the key of excise du-
ties and sales tax. What we npeed is
greater economic activity the more ac-
tivities there are the greater will be the
return in taxes. The process will not
be stagnant. You need not stop produc-
tion of consumer goods. There need not
be any apprehension that the produc-
tion of consumer goods will per
E'l;loducuon of capital goods. One will

p the othe

In Eng]and there is a tendency these
days to stop the spending spree. Theirs
is an economy which has reached satura-
tion point. We are still beginmng, ‘We are
far away from saturation point. We
have not even started production of
goods that we need for our country.
Therefore, the advice to this country
should be not to follow a policy of
thrift and austerity, but, I may say, in
a way a policy of spend-thrift and ex-
travagance. That will lead to greater
economic activity. That will solve the
problem of unemployment. Then there
will be a co-ordinated and well-balanc-
ed economy in the production of capi-
tal goods as well as consumer goods.

1 was particularly referring to the
stagnant and archaic policy of following
the Ambar Charkha. There is a great
deal said these days about Ambar Char-
kha. Many people believe that this is a
panacea of all economic evils and that
we will employ the entire country
through Ambar Charkha. But, at what
cost? Do frou call it the employment
potential ? It is a new phrase which has
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gﬁagreatclmm But, I say this is

phrase. I call it the “wastage
potential’. You will waste the man-
power and the money you raise. At
whose cost? At the consumers’ cost

Shri K. P. Tripathi (Darrang): What
is the alternative?

Shri C. D. Pande: The alternative iz
to ask the people to spend on anything
and everything that you can produce,
even on drinks and recreations.
will work as an incentive for further
production of consumer That
incentive will lead to further production
and more employment. That will sti-
mulate the economy of the country. This
country does not need a policy that is
followed by England. This country
needs just the reverse of it, a policy
of spending more on consumer goods.
Of course, I agree that you are taking
care to produce capital goods. You are
producing energy, say 2 lakhs kw. here

and 2 lakhs kw. there. But, to
what use ? You do not want to put that
power to any constructive use because
you feel that this country has to provide
employment to the people and therefore
you want to reserve certain goods so
that only man-power is used.

What is the use of that er 7 This
Ambar Charkha is supj to have the
gift of employing the entire people un-
employed in the country. I know that
the unemployment sector of the country
is a vast one. But I am not worried about
the unemployment or the tial unem-
ployment in the country side. The peo-
ple are somehow or other managing. Of
course, if we can help them we will do
it. But, to my mind, the first necessity
of this oountry is to solve the question
of unemployment among the educated
people. Are you going to solve this
question with Ambar Charkha ? Can
you persuade a young uate to work
for ten annas or twelve annas a day
on Ambar Charkha ? How many people
like that can you employ on Ambar
Charkha ? If you analyse it you will find
that it is not a discovery that India
has made.

st st moaw (T )
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Shri C. D. Pande: That is also a very
wrong psychology. Can you ask a man
who is starving to work on a low wage ?
In Naini Tal I know there are many peo-
ple who have no employment, but if yon
ask a cooly to take a load to Bhim Tal,
12 miles away, he asks Rs. 5 to do the
job. He will rather go without doing any-
thing and earning nothing than work
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for 14 annas a day on your Ambar
Charkha.

What I say is, you must be very clear
in your ideas. What is it that we want ?
You have imposed excise duties for col-
lecting a certain amount of money. We
do not mind it. We can pay excise duties
on anything you like. But we do not
want that the money should be wasted
like this on Ambar Charkha. 1 have
the educated people, to take to Ambar
Charkha and to work 8 hours a day.
You can get six annas in the economic
sense, and if the subsidized portion is
taken into consideration, then the wages
would come to 14 annas a day, can you
persuade the people of this country. 1
mean the educated people, to take to
Ambar Charkha and to work 8 hours a
day to get 14 annas in the evening. That
14 annas is also all subsidy from top to
bottom. It is all a waste, The yarn pro-
duced is a waste. The cloth produced is
a waste.

In the larger sense it comes to this.
I wear khader. I can afford to pay Rs. 2
a yard. But you cannot ask the ple
to purchase costlier goods in mill-made
sector and at the same time pay for the
costlier goods produced by the Ambar
Charkha. If you say that Ambar
Charkha is some diety which you want
to worship, by all means worship. If
you say that we are in a stage of com-
promise between the most advanced
economy and the most primitive eco-
nomy, and if compromise is your aim,
do it by means. But never have faith
that will solve the question of unem-
ployment.

Shri Bhagwat Jha Azad (Purnea
cum Santal Pargangs): Then tell us the
alternative.

Shri C. D. Pande: I have suggested
the alternative in the beginning. It is for
the Government to find out the alterna-
tive. (Interruption.)

Mr. ' Speaker: Order, order. Hon.
Members must be prepared to hear all

ints of view. If they had their views

fore Ambar Charkha was discovered,
did any Member here say that he will
discover it. Therefore somebody dis-
covered it. Immediately some hon. Mem-
bers took a fancy to it and some other
hon. Members took exception to it.
The view points of both sides must
be placed before the House for coming
to a conclusion.

Shri C. D. Pande: I am not resenting
their remarks I welcome them.

Mr. Speaker: I am resenting them.
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Hon. Members should hear the views
of the hon. Member who is speaking. Let
there be no interruptions.

Shri C. D. Pande: As regards the dis-
covery, I say it is no discovery at all.

Mr. Speaker: The hon. Member will
look at me while speaking. He will ad-
dress the Chair.

Shri C. D. Pande: Yes, Sir. In the
process of development during the indus-
trial revolution in England there used
to be various kinds of spinning wheels’
and spindles. In 1826 you will find that
there was a certain type of machine put
to the use of power. It was sometimes
of four spindles and sometimes of 8
spindles. Later on, they developed the
machines. We have come to the modern
age where we have got mule spindles
and now ring spindles. They first dis-
covered the mule spindles and then they
came to ring spindles. Now, can you per-
suade the people of this country to stay
out as regards all developments and can
you now say, “Look here, under ome
direction we will have to start research
institutes and we will have to establish
physical laboratories, Research institutes
etc., but in another direction, say, in
the branch of cloth we will stay
put and remain at the stage of
1820’ 7" Is it possible? Is it in any-
way reconcilable with the present
trends ? How can you persuade the
people to do this ? Is it desirable that you
should have an economy of such fantas-
tic opposites ? I think it should be consi-
dered carefully as to what is the pro-
gramme and what should be our aim.
It is quite possible that mechanisation
will not solve the problem of unemploy-
ment fully, but at the same time, this
is not the method and the manner in
which we will solve the problem. As it
is, the employment potential will be
wasted and the proposed method is the
best medium for wasting the employ-
ment potential.

Thus far I have been dealing with the
Ambar Charkha. Now, I come to the
real Finance Bill. I come to the taxation
folicy in the country. In the beginning,

had an idea that our Finance Minister
was rather severe and harsh, but I now
revise my opinion. I feel that he was
more considerate than most of the
States” Finance Ministers. The items of
taxation which he chose were in a wa
capable of bearing the taxation levlel
For example, he took things like liquid
gold. We do not worry what happens to
it. Then he chose rayon silk. I think he
has taken for taxation more or less the
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items that are of an obscure nature. But
in the States I find that the tendency is
quite different now. They obivously
cast their eyes on things which are of
common use and if taxes are levied on
such articles of common use, the cost
of living goes up at once. I shall ex-
plain how a multi-point tax on food
materials affects the country, as it is
_affecting in Uttar Pradesh. It increases
the cost of living of the ordinary person.
Take for example wheat. Last year
there was a cry that wheat was being
sold at a low cost. You were so much
worried with that, and you took steps
to raise the price this year. The ques-
tion now is whether the prices will fall.
The wheat prices will never fall. Even
after the new crop comes to the mar-
ket, the position will not change and
the prices will not come down below
Rs. 12 or 13 a maund. We have now
reached a position which may be call-
ed as one of price crops. The difficul-
ty is this. Wheat will be sold first at
Rs. 15 and then at every stage of trans-
action, it will be taxed. It is not onmly
a tax but along with it there
are charges such as freight, carriage, etc.
If you purchase wheat at Rs. 15 a
maund, the next man who sells it would
charge Rs. 17 per maund. From Rs. 15
it rises to Rs. 17, and then when atta is
made out of it, it comes to about Rs. 20.
If a person like me staying at Naini Tal
wants to have wheat, the wheat has to
come from Haldwani at a purchase price
of Rs. 20. Then, to come to Naini Tal,
Rs. 2 per maund is charged as freight,
and when atta is being made out of it,
there will be additional charges. Finally,
at Naini Tal, it costs Rs, 22 per maund.
Perhaps you feel that this is a very easy
way and that it is only a small payment,
which everybody can make. But that is
not so0. Therefore, the Central Govern-
ment should take the initiative. The time
has come when all taxation measures on
commodities which are involved in the
cost of living of the people should be
co-ordinated and particularly, the sales-
tax should be the function of the State
Government while the entire legislation
in respect of it should be guided by the
Centre. The money accruing therefrom
should be apportioned to each State
according to its share. That will give a
sort of co-ordination and balance taxa-
tion throughout the country. Of course,
I do not blame the State Ministries be-
cause they are also in need of finance
and to them, everything that yields
money readily seems to be the
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easiest thing. Therefore, the possibility
for temptation in the States should be as
little as Eossible. But you may say that
this will hurt the autonomy of the States
but in a country where there is
so much of centralisation, when
planning is formulated by the Centre and
even a single item cannot be done by
the States in this regard without your
permission, I think there is nothing
wrong in coordinating and curtailing,
if necessary, the taxation policy of the
States for controlling the economic ac-
tivity of the whols country. If that is
done, there would not be an undue im-
balance between one State and the
other.

Take, for instance, -the sale of a diesel
tractor in Bareilly. The sales-tax there,
you will be surprised to know, for this
item comes to about Rs. 1,600. 1 think
in Delhi, the sales-tax for it is only
Rs. 800. The difference is so great that
there will be, so to say, smuggling of
goods from one place to another.
‘Therefore, a coordinated taxation policy
is absolutely necessary.

I now come specifically to the mea-
sures contained in the Finance Bill. As
I said earlier, I say it again to the
Finance Minister, it is not proper to in-
clude such measures of legislation as
affecting the income-tax, which are of a
substantial nature, in the Finance Bill.
You should confine the Finance Bill only
to the barest minimum. That means, the
Bill must relate only to those items which
we have taxed in the budget. You want
the authority of Parliament for taxing
certain items and therefore only those
items should be included here and form
the basis of the Finance Bill. But perhaps
you find that this Parliament is so
troublesome that if you want to bring
in an amending Bill to the Income-tax
Act it will take two or three months to
pass it and that you will be subjected to
harassment. But this is not the way to
include or to sneak in very harsh mea-
sures in the Finance Bill. After all, we
are discussing the Finance Bill for two
or three days. You have given two or
three hours for discussing the clauses of
the Bill. So, the clauses will not be
dealt with as closely as they could be
dealt with if the Bill were to be refer-
red to a Select Committee or if any
amending Bill were to be referred to a
Select Committee. Therefore, 1 would
appeal to the Finance Minister to drop
all those measures that do not really per-
tain to the Finance Bill and include only
those items which directly relate to the
new taxation measures.
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1 have one more item :ge speak upon
and that is in relation to re-opening
of accounts. I am not worried about the
big persons, because they have got law-
yers and they have got their books. But
the smaller persons have neither the
agency to defend themselves nor have
they got a continuous series of books in
their posseﬁon. "[1:nar|aforeE m ksprmon‘
e i re-opening o at any
ﬁm unlimited pegod is prescribed
—should be given up. You have men-
tioned an aggregate of Rs. 1 lakh. I first
thought that it was a big sum and that
it will apply only to a few persons and
that the smaller persons would not be
affected by it. But I find that it is not
so. It applies to any person who gets
an income of Rs. 10,000. It applies to
an aggregate of the amount and also to
the arrears that might follow. That
means all the years—from 1941 up to
1956—can be included and even if you
have an income of Rs. 8,000, which is
the income that most of us have, you
are liable to be asked to re-open the
book. Well, if you want to make it
foolproof for the smaller persons, you
can do it, but please make it Rs. 50,000
instead of Rs. 1 lakh. Confine it to one
year. You can also make it Rs. 30,000
and confine the period to one year. If
in one single year, the income is Rs.
30,000 or less, then the accounts
should not be re-opened. There
must be a finality about it. Once
we have paid the amounts, the books
must be closed. Even in a murder case,
when once the person is acquitted, and
when subsequently you find out some-
thing wrong, can you say, “You have
been wrongly acquitted because new
evidence has come in?" I have never
heard of such a thing. For the sake
of realisation of money, we should not
put in such provisions. After all, jus-
tice is not such that we should be
panicky about it. Especially for the

smaller rson, the period that has
elapsed should be wiped out and the ac-
counts should not be re-open-

ed. Therefore, I would suggest that the
amount be put at Rs. 20,000. But even
if vou make it Rs. 15,000, make it final
and the accounts must be closed. We
cannot ask the people to keep the books
in perpetuity. Most of the smaller people
do not l;ave é&ew books. They do not
care, in fact. n your inspector goes
to them, they just give Rs. 200 or
Rs. 500 by way of tax and say “You
finish with it". Therefore, I say that
there should be a finality about it. There
should be a limited period for which the
bonke should be kept, and later on they
Lok! Sobha
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should be weeded out. Even in your Sec-
retariat, you are weeding out the files.
A businessman or any man who pays tax
should be allowed to weed out the old
books. Therefore, the period of eight
years should be maintained. I ma
that formerly it was four ye
on you made it eight.
1 pM.

Pandit Thalur Das Bhargava: (Gur-
gaon): Previously it was one year.

:
g
&

Re. .
Rs. 20,000. But, confine the tion
to one year: not the aggregate of all the
years from 1941 up to this date. I ap-
peal to the Finance Minfster to consider
these things. There are many other
things. ese are the things which
affect the ordinary man. These things
create suspicion and apprehension in
the minds of the ordinary tax-payers.
Shri Tulsidas: (Mehsana West): Mr.
Speaker, the Finance Bill this year is
intended to increase the resources of the
Government. This is said to be justified
in the name of the welfare State or a
socialist society. Whether it is socia-
listic pattern of society or a socialist
society, it is the same thing. The terms
‘welfare state’ and a ‘socialistic pat-
tern of society’ still remain to
be clearly defined, which leaves ample
scope for different intepretations. In so
far as the term welfare state is concern-
ed, it is generally agreed that the object
is to realise the common good on the
basis of the directives of policy laid down
in some of the articles of the Constitu-
tion. Differences of opinion prevail in re-
gard to the interpretation of these arti~
cles. But, as regards the of the
socialistic pattern of society or a socialist
society, the absence of a clear definition
leads to widely divergent interpretations,
some of which might be born of honest
conviction and some of which are ob-
viously improvisations designed to suit
the convenience of the authors. With
some people it has become a fashion ta
treat anything that contributes to the
extension of state ownership of industry
or the expropriation of proprietory rights
even if it is not conducive to the over-
riding objective of the increasing of pro-
duction, as an advance towards a socialis-
tic pattern of society. This is due. in
mfy humble opinion, to the confusion
of ends and means. Our ultimate end
is to raise the general standard of liv-
ing of the people which can be done
only by means of increasing production
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and by no other means. Our Govern-
ment believes that the socialistic pat-
tern of society is the ideal form of so-
cial organisation suited to maximise
national production or industrial pro-
duction. Therefore, a socialistic pattern
of society can be only a means to an
end, and mnot an end in itself.
But, this distinction is not clear to all and
in the din and dust of political life, ends
are often confused for means.

. In order to realise our end of increas-
ing living standards through higher pro-
duction, we set ourselves a formidable
task under the First Five Year Plan.
This task has been fulfilled with a rea-
sonable success and now we are embark-
ing on a still more ambitious Second
Plan, The enormity of the Plan would
require co-operation on a nation-wide
scale and every person capable of contri-
buting should be encouraged to put forth
his best effort. The Government has to
play the major role. But, Government
effort alone would not suffice and full
scope and encouragement should
given to popular initiative and enterprise
in order to draw forth the maximum ef-
fort from the non-government sector. In
this, the Government might give the lead,
but they should not adopt a repressive
policy which would inhibit spontaneous
effort on the part of the le. The
Government have too much on hand.
You know, we have passed the Com-
panies Act and the Finance Ministry is
busy with regard to the administration
of this Act. They are not able to cope
with the problem. They are, in my opi-
nion, over-burdening themselves with res-
ponsibilities that could be conveniently
left to the non-government sector. Per-
haps the Government are not inclined
to trust the non-government sector as can
be seen from the needless nationalisa-
tion of the aviation industry or the re-
cent nationalisation of life insurance. I
would like to know what benefit the
country has derived from the nationa-
lisation of the aviation industry and
also what benefits are also likely to
accrue from the nationalisation of life
insurance, as compared to its function-
ing today or its functioning before.
Nationalisation of existing industries in-
volves needless diversion of time, ener-
gy and resources of the Government
from their rightful function of provid-
ing educational, medical and other so-
cially beneficial facilities and social in-

vestment such as in irrigation
and power, railway and other transport
services, It is difficult to understand
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er-burdening ot font
ov themselves wi unc-
tions which could be best left to exist-
ing agencies, to the - neglect of
their legitimate duties. There is enough
scope for the Government in the field of
social overhead investment. But, pro-
bably it is easier to busy m_:leseif by
pouncing upon something that is already
being done by others, than in doing
something new that requires the exer-
cise of imagination and initiative. Gov-
ernment, obviously, have a limited
amount of time, energy and resources,
which could be more profitably spent
in doing something that other agencies
are not capable of doing rather than in
supplanting the non-government . sector
and assuming responsibility for what it
is doing satisfactorily.

This trend towards the State’s mono-
polising even those economic activities
that could be better entrusted to popular
responsibility leads to the concentration
of more and more power in the hands of
the Government. The asumption of
greater responsibility necessarily implies
the co-extensive acquisition of more and
more political power and this leads to the
State’s becoming more and more power-
ful, and the people becoming more and
more dependent on the Government.
But, the responsibility and power that
the Government assume will be exercised
through the bureaucracy, and the accen-
tuation of this trend will necessarily
lead to bureaucratic regimentation. I
am sure this House will not approve
bureaucratic regimentation of national
life. But, that is an unavoidable con-
sequence of state monopolies. State
monopolies are not easily amenable
to public control, or even parliamentary
control, and they even try to
avoid public accountability. I could
substantiate my statement by the secre-
tive attitude the Government are trying
to adopt in regard to the accounts of
the State undertakings managed by the
Government. The Government are deli-
berately trying to evade parliamentary
control over such enterprises by refusing
to publish their accounts in a way that
enables critical examination, by refusing
to Eublish a White Paper every year on
such undertakings and by refusing to al-
locate sufficient time for discussion of
their affairs. The Estimates Committee
has also made a similiar reference in its
sixteenth report. It says: that the reports
are not given out in a manner in which
the House could understand them. The
report says that the reports should be
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drawn up in a consolidated manner and
presented to the House. The Taxation
Inquiry Commission has also pointed out
thus:

“We suggest that the Comptroller
and Auditor-General may have the
subject examined from the point
of view of evolving suitable stan-
dard forms of accounting for dif-
ferent categories of public -enter-
prises. The annual reports on the
working of public enterprises.
together with the budgets and
audited accounts should be laid
before the legislature and pub-
lished with reasonable despatch.
It was important from many points
of view, not excluding the fiscal,
that the search light of enlightened
public opinion should be thrown
on the operations of government
undertakings, especially in a country
where it was a part of public policy
to extend and develop the public
sector in the economy.”

Sir, even the Estimates Committee
could not get the information which it
liked to have. The other day my friend,
Dr. Lanka Sundaram, made out this
point and I reiterate what 1 said earlier,
namely, that the investment in industrial
undertakings is assuming in the next Five

. Year Plan proportions as big as the rail-
ways. The railways have a separate Bud-
get and a separate discussion. Here we
are going to have under the mext Five

“Year Plan more than Rs. 600 crores
spent on industrial undertakings of
Government. After all, this Parliament 1s
in duty bound to scrutinise their accounts
on behalf of the people, who are the
ultimate owners of this capital.

The Government are also reluctant to
allow the aduit of their accounts by
the Auditor-General, who alone 1is
competent to report to this House. For
example, in the case .of the National
Life Insurance Corporation, the
Auditor-General is not there to audit
the accounts; the Corporation itself will
appoint an Auditor with the approval of
the Government. I do not understand
this trend at all, because after all, the
accountability of any Government enter-
prise must be to the House; who is com-
petent enough to scrutinise the accounts
except the Auditor-General ? The trend
is that more and more privacy is kept
not only from this House, but from the
public also and, as I said earlier, the so-
<alled public sector is much more a pri-
vate sector than anything else. It is a
nuch more secret sector than the other
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one. I do feel and maintain that this

licy on the part of the Government
is not desirable. You know very well
that Government are trying to evade
even the normmal controls such as those
under the new Indian Companies Act
and the Industries (Development) Re-
gulations Act. When any enterprise is
transferred to the State sector, all these
Acts do not come in there at all. For
instance, there is no Companies Act
applicable in the case of the nationali-
sation of life insurance. In my opinion,
the State undertakings tend to become
autocratic monopolistic bodies, who are
neither subject to the common law of
the land nor amenable to parliamentary
contrpl. This sort of autocracy allows
State monopolies to enjoy almost ab-
solute privacy, which makes mockery
of the term “public enterprise”. There
is more privacy in the State sector of
the industry than in the so-called
private sector. This tendency of
the Government to allow almost abso-
lute autocracy to State undertakings, and
at the same time clamp down all sorts
of controls on non-Government enter-
prises, does not seem to be consistent
with the avowed policy of the Govern-
ment to give equal treatment to both
the sectors. The tendency is all the
more to be deplored in view of the fact
that investment in State enterprises is
going to be increased in geometrical pro-
portions. How the efficiency and the
public accountability of such enterprises
will be maintained under such circum-
stances is a matter which I shall leave
to the imagination of this House.

I have received a note: An hon. Mem-
ber wants to know whether the Auditor-
General knows his audit business or not.
It is for us to decide how the Auditor-
General should function. He is acting
on behalf of this House.

I now come to the question of State
trading. The other day the hon. Com-
merce Minister said—I welcomed his
speech—that State trading would be
limited to a certain sphere of the in-
dustry. We know what experience we
have had of State trading in the past. I
may tell the House that, apart from the
question of profit or loss, the recent
actions of the Government in State trad-
ing have not been to the larger benefits
of the people. The people have to pay
higher prices for the commodities where
there has been State trading. I may point
out that the Taxation Enquiry Commis-
sion has made it clear that State trad-
ing by itself is not likely to yield sub-
stantial resources to the State. Apart
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from the question of resources, the
point to be considered in the larger
context is whether there is any benefit
derived by the common people.

The State monopoly in the
industrial and commercial field is being
matched by an increasing State mono-
poly of national capital through a finan-
cial policy aimed at squeezing the non-
Government sector to the maximum pos-
sible extent of its financial resources. The
proposals in the new Finance Bill will
accentuatt this trend. The Government
are trying to acquire for themselves
more financial resources than they can
possibly make use of, leaving the people
to fend for themselves whatever re-
sources they would like to have. The
Government finance. Popular enterprise
making arrangements for the provision
of loans to industry but this necessarily
implies an undesirable dependence of
the ﬂublic on Government agencies,
which undermines the self-reliance of
the people’s sector. It is better to make
popular enterprise  self-reliant and
healthy instead of sapping its vitality
by making it perpetually dependent on
Governnemt finance. Popular enterprise
should be strengthened wherever it is
allowed and the continual increases in
direct and indirect taxes and repressive
Government control will not conduce to
its strength. The draft outline of the
second Plan lays down the manner in
which the non-Government sector is ex-
pected to find finance to carry out the
targets fixed for it. These financial
estimates have been obviously based on
the assumptions of tax rates prevailing
when they were framed. How can the
financial targets be realised if the Gov-
ernment keep on changing tax rates and
drawing the financial resources of non-
Government enterprises at an ever-in-
creasing proportion? It is unfair to ex-
pect such enterprises to raise a certain
amount of finance and then to make
them liable to criticism sometime in
future for failing to mobilise the targeted

* gources because of increased tax rates.
Higher taxation will reduced their re-
serves, and also make it more difficult
for them to attract risk capital or ven-
ture capital, thus sterilising their produc-
tive and reproductive capacity.

The Government have been declaring
from house-tops that their attitude to-
wards popular enterprise is not doctn-
naire but pragmatic. I might only say
that by sterilising popular enterprise
through confiscatory fiscal policy and
repressive controls l;.yhey are not helping

20 APRIL 1956

Finance Bill 3800

progress, because the non-Government
sector of -industry is entitled to better
treatment on the basis of past perform-
ance. It fulfilled the physical targets set
for it in almost all possible cases, and

- fulfilled over 90 per cent of the finan-

cial targets as against only 60 per cent
fulfilled by the State sector of industry.
If the Government refuse to act on the
basis of actual exgenence. and refuse
to allocate responsibility on the basis of
proved ability, it would be impossible
to concede that they are following a
pragmatic approach. The only accept-
table conclusion in such circumstances
would be that they are following a doc-
rinaire approach.

I now come to the tax proposals. I do
not wish to enter into details, because I
have a number of amendments and I will
deal -with them during the clause-by-
clause discussion. I do want to make a
broad observation that the tax proposals,
in my opinion, are unique and novel in
many respects. In no country in the
world has there been a tax on registered
partnership firms. You know very
well, Sir, that a registered partner-
ship firm is not a separate legal
entity; but still, it has been construed as
a corporate body and taxed. I do not
find anywhere in the recommendations
of the Taxation Enquiry Commission a
suggestion to tax registered partnership_
firms. As has been pointed by Dr.
Lanka Sundaram the tax on regis-
tered partnership firms will take the
maximum marginal rate to 98 per cent.
This is something very heavy and it be-
Comes difficult for anyone to have any
initiative. The other day, the hon. Fin-
ance Minister made a certain change.
He said, “All right, we will not tax pro-
fessional registered partnership firms".
That means that again there is discri-
mination, because the Finance Minister
does not want a large section of the
business community to have this relief.
I think it is a very discrimina-
tory attitude on the part of the
Finance Minister when he says that the
business community would not be entitl-
ed to have the relief which he would
like to give to the professional classes. I-
now come to the taxation on bonus
issues. I know that that is part of an in-
tegrated scheme of taxation. But then if
the entire taxation E»roposals are pooled
together, it will be found that the maxi-

-mum incidence of taxation comes to

something like 93:9 per cent. I at least,
cannot commend these proposals or the
basis on which they have been brought
forward; of course, I can congratulate
the Finance Minister on his suddenly-
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acquired flair for invention of dew

types of taxation, which do not exist .

in any other part of the world. Such pre-
posterous taxes were never kmown be-
fore either in this country or in any exist
country. The likelihood of their adverse
effects and their inequity are so patent
that no economist worthy of his profes-
sion could even endorse them. I do not
wish to go into further details at this
stage, as I shall have occasion to deal
with them when the clauses are taken
up. For the present, 1 shall content
myself with saying that I do not know
on what basis these proposals have been
brought forward.

In conclusion, I would request the Fin-
ance Minister to consider the suggestions
that we have made in the light of the
Second Five Year Plan. When we are
embarking upon such a very ambitious
programme of industrialisation, he
should see that every person who is
going to increase the production in the
country should be encouraged to do
so, and there should be more and more
initiative left in the hands of the non-
Governmental sector instead of an
attempt being made to nationalise or
take over everything under the State.
Otherwise, we shall not be able to
achieve the ends which we all would
certainly like to achieve.

Shri Morarka _(Ganganagar Jhun-
jhunu): I would like to pick up the argu-
ment left by the hon. Member who just

eded me, in regard to the tax on
registered firms. He said that such a tax
does not exist anywhere else in the world.
He also said that because a registered
firm is not a separate entity in law, there
should be no tax on that, I would like
to ask the hon. Member whether an un-
registered firm is a scparate entity and
nas independent existence in law, and
also in what way an unregistered firm is
taxed, If an unregistered firm can be
taxed as one person or as a single unit
of income, then what is the difficulty in
taxing the registered firms ?

The registered firms have been enjoy-
ing a peculiar position. On the one side,
we have the limited companies, and on
the other side, we have the unregistered
firms. According to me, the registered
firms have been having the best of both
the worlds. 1 cannot thereofre under-
stand why the tax on the registered
firms should in any way be less than
the corporation tax on the private
limited = companies. If unregistered
firms could taxed, on the i
of the total income of the firm and
individual partpers, but as one going
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concern, I think there is some justifica-
tion in taxing to some extent regis-
tered firms also. I would not like to deve-
lop this argument any further, now, for as
the hon. Member has said, we shall have
occasion to deal with it further when we
come to the clauses.

I now come to the taxation on bonus
shares. There have been two kinds of
griticism against this tax. The first is
that this tax does not exist anywhere
else in the world, and the second is that
it is contrary to the recommendations of
the Taxation Enquiry Commission.

So far as the first criticism is concern-
ed, I find that such a tax does exist
in Australia, and till recently it existed
even in England in the form of some
stamp duty on the bonus shares. But that
comparatively is a minor point of criti-
cism.

Coming to the second argument that
because the Taxation Enquiry Commis-
sion did not recommend this tax, we
should not have this tax at all, I wish
to remind the House that the Taxation
Enquiry Committee of 1936 had recom-
mended this tax on the bonus shares.
Not only had they recommended it, but
the Government also had accepted that
recommendation. A Bill was drafted for
the purpose, and when it went before
the Select Committee, the Select Com-
mittee had altered that provision, and the
legislature had accepted the recommen-
dation of the Select Committee. If this
tax was justified even in 1936, when the
financial requirements of the country
were quite different from what they are
today, I think there is greater justifica-
tion for such a tax in the present context
of our Second Five Year Plan.

Further, there is already a tax on the
issue of bonus debentures. Now, what
is the difference betwen bonus deben-
tures and bonus shares? In one case,
the company parts with certain assets
at a future date, while in the other case
it does not part with any assets. What-
ever that may be, the Taxation Enquiry
Commission ~themselves have pointed
out:

“A bonus issue gives the share-
holders an element of individual
proprietorship in the assets of the
company and makes their interests
in the reserves of the company
transferable and heritable.”

They further go on to say:

“As the bonus issue results in
increasing the paid-up capital of
the company, it enables the com-
pany so to exhibit its rate of divi-
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dend as to present an

ture of low dividend rates.”

After discussing the whole thing, they
have come to the conclusion:

“We think that the privilege of
issuing bonus shares fl:;e of tax
in the hands of the shareholder does
confer some advantage both on the
shareholder and on the company, -
and there may be a case for a
small duty payable by the company
on the issue of bonus shares.”

Of course, they have ultimately not
recommended any tax on bonus shares.
I am aware of that. But the main
grounds on which they did not recom-
mend it were that the issue of bonus
shares did not take away anything from
the company, and that it did not put
anything in the pockets of the share-
holders. Since the shtzzeholder did ﬂl:g;

in anything from company,
ﬁmm&nde{% that there should be no
tax on bonus shares. But under the
present scheme of taxation on dividends,
1 feel that it does put something in the
pockets of the shareholders, and to that
extent, it does take away something, if
not from the company, at least from the
pockets of Government, and therefore
there is full justification for taxation of
bonus shares.

Having said this, I have, however,
one criticism to make against the man-
ner in which the bonus shares are pro-
posed to be taxed. It is this“that this tax
is not a straight tax or a direct tax.
That is to say that if a company issues
bonus shares then the company will
have to pay so much tax on the bonus
issues. What the Finance Bill says is
that if a company issues bonus shares,
then the refund that is due to the com-
pany would be reduced by the amount
payable as tax on bonus shares. There
may be a year in which a company may
not make any profit, and there_fore it may
not have to pay any corporation tax,
and hence it may not be entitled to any
refund at all. And since the bonus
shares are issued out of the past accu-
mulated reserves, the company may
very well choose a year in which it is
not going to pay any tax, and it is not
going to have any income, and in that
year it can issue the bonus shares, and
thus go scot-free. In this way, in some
cases there ma{ be no tax on the bonus
shares at all. T would suggest that the
Finance Minister must apply his mind
to this loophole and bring forward a
suitable amendment to the relevant
provision.
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o regard to the tax on dividends also,

. I have a similar criticism to make. Here

again it is not a direct tax. The position
is that if a company declares dividends
above a certain percentage, then it will
get less rebate from Government depend-
ing on the extent to which tax on divi
dend is payable. Here again, the com-
pany can declare dividend out of the past
profits, and in a year in which the com-
pany has got heavy depreciation allow-
ances because of expansion programme
and so on, the company can easily es-
cape this tax by decri}aring dividend out
of the past accumulated reserves.

Sir, you would recall that in 1946,
the then Finance Minister had brought
forward a Bill for taxing dividends. But
then his scheme was quite different, the
scheme was that if a company distributes
a certain percentage of its income in a
particular year, then the tax should be
payable by the company; in other words,
the rate of dividend tax in the 1946
Bill which was from two annas to seven
annas in the rupee depended upon the
part of income which you distributed by
way of dividends. But here in this Biil
we are having a tax only of two to three
annas. That is good, so far as it goes.
But in the 1946 Bill, the provision was
that if a company distributed from 30 to
40 per cent of the income, the tax pay-
able was 2 annas, from 40 to 45 per cent
3 annas, and from 45 to 50 per cent 4
annas and so on and so forth, going
up to a miximum of seven annas in the
rupee. There, the rate of dividend tax
was related to the percentage of income.
But here, we are relating it only to the
percentage of capital.

We say that if a company declares a
dividend more than 6 per cent but less
than 10 per cent of the paid up capital,
then it will have to. pay an extra 2 annas
in the rupee, and if it declares a dividend
more than 10 per cent, an extra 3 annas
in the rupee. This has no relation to the
income of the company. I think under
the present scheme, what may happen is
this. A company, howsoever prosperous,
howsoever big, if it has a small paid up
capital, would suffer, and a company
howsoever small in size and profit it may
be, would benefit, if it has got a big paid
up capital. In other words, a company
which capitalised its reserves in the past
will stand to benefit while a company
which did not do so, even thou it
has a lot of reserves and working capi-
tal, would suffer. .

My second criticism of the dividend
tax is that this tax would mot apply to
& company whose income is deri g‘ﬂm



tea companies. panies
which pay high dividends ? I have got
with me a report of the Stock Brokers—
Messrs. Place, Siddon and Gough. It
says that there are tea companies which
declare dividend to the extent of 120

r cent, that is, Rs. 120 on every

. 100 share in one year. Seventy-five

r cent dividend rate is the normal
eature., There are many companies
which declare 100 per cent dividend
in one year. Those are the companies
which will go scot-free; they are not
going to pay any dividend tax on this
income, whereas industrial companies
which declare dividends of 10, 15 and
20 per cent would be roped in.

In this connection, it is pertinent to
mention here that in a recent case
decided by the Supreme Court, it has
been held that the dividend income in the
hands of a shareholder, even though the
profit fund of the company from whom
such dividend is received consisted entire-
Iv of agricultural income. when it comes
to the shareholder, it does not form an

i income. I think the Finance
Minister should devise ways and means
by which even these companies, namely,
tea companies, rubber companies and
coffee companies, which are declaring
100 per cent, 120 per cent and even
150 per cent dividends are brought in
and that dividend is also taxed. Sir,
this is a peculiar thing. After all, all
these companies are operating in this
country. They are all citizens of India
in that sense. Why should there be any
discrimination between one shareholder
and another ? 1 cannot understand it. If
for this purpose any amendment is neces-
sary either in the Finance Bill or in the
Constitution, for the matter of that, 1
think we should not be slow to move
and bring it about.

Then I would like to say some-
thing about the statistics prepared by
the Central Board of Revenue. Here
I have got a copy of some
statistics which are full of figures
only, purported to be issued by the
Central Board of Revenue, for the year
1954-55. The information given in this
publication is so scanty, and I must say,
full of so many figures, that one cannot
make proper use of it. The public can-
not make much use of these figures.
Not only this. The other day I asked a
question in this House. It was an un-
starred question put on the 16th
March 1956 and answered on the 4th
April 1956, exactly after 20 days. My
question was :
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“Will the Minister of Finance be
pleased to state: (a) the number of
companies which claim a rebate of
one anna in the rupee on the
amount by which the total income
(less tax of a company to which
sggr.ion 23A does not apply) exceeds
the amount distributed as dividend
during the years 1952-53, 1953-54
and 1954-55; and (b) the total
amount actually rebated in the
above years 7

The answer given by Shri M. C. Shah
was:

“(a) and (b). The information is
not readily available. It is being col-
lected and will be laid on the Table
of the House in due course.”

But, Sir, I find the same information
is contained in this publication. ~Year
after year this information is published.
But this is how the Finance Ministry
functions. Even the persons who prepare
these statistics, even the persons who
briefly the Minister, do not know
whether this information is contained
in these statistics or not. (Interrup-
tion).

I would very strongly recommend and
urge that a report on the basis of the
report of the Commissioner of Inland
Revenue in England must be published
here also showing not only the figures
but also various changes that have taken
place during the year, regarding income-
tax administration and all other mat-
ters, connected with our revenue depart-
ment.

Now I would like 1o make a sugges-
tion, and that is about small investment
companies. Since life insurance has been
nationalised, 1 think there is scope for
starting genuine small investment com-
panies which can mobilise and mop up
the savings of the small man. I do not
mean big investment trusts or cartels or
companies which are monopolistic or
which corner shares, but what I mean is
small companies which can mobilise the
resources and the savings of the indus-
trial workers and others. These should
be started on the lines of the small
municipal savings bank and other com-
panies started in Birmingham and else-
where quite sometime back. Here the
idea is that the capital of the company
is limited to a certain extent, say Rs. §
lakhs or Rs. 10 lakhs. That capital is
issued every year and the shareholders
are permitted to subscribe to them every
month out of their wage savings. If that
is done, I am sure many such companies
can spring -up. They can also have
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scope for investrnent in shares and de-
bentures in the stock market. They would
give an impetus to the stock exchange.
We must examine this point carefully
and must give some tax relief in the
form of income and super-tax religf. If
that is done, I am sure many companies
would come up. If these companies are
started, they would mop up the extra
money power in the hands of the small
factory workers. It would also provide
sufficient impetus to our small savings
movement, and we would get much more
than what we expect by way of small
savings. This might act also as an instru-
ment against inflation.

Shri Tek Chand (Ambala-Simla): Mr.
Speaker, Sir, there are three pivotal
problems, on the speedy and successful
solution of which rests the welfare of
this country. Those three broad prob-
lems are: economic progress and deve-
lopment, cohesion and unity at home,
and security against possibilities of ag-
gression. The moment that these three
problems are solved, Mr. Deputy-

[MR. DEPUTY-SPEAKER in the Chair]

Speaker, the Government will satis-
factorily demonstrate its competence and
its ability.

Finance has a very important role to
play. If it functions with probity, with
bonesty and with devotion to duty, it
is likely to achieve results better. If the
administration conducts itself in a man-
ner whereby it retards the progress, the
consequences can be very disastrous.
‘Whatever taxes you may impose, if the
machinery -to carry out your policy is
not doing its duty as it should. your
objects can be achieved only partially.
Therefore, I desire to invite the atten-
tion of the hon. Deputy Minister, who
happens to be present, to some of the
crving problems within his Ministry
which should engage the attention of
the Government.

So far as the administrative machinery
in realising taxation is concerned, I find
that it is not properly equipped with ade-
quate knowledge of the income-tax laws
and the income-tax rules, and what is
more, on the side of public relations,
it is lacking in vision, to a material
degree. An income-tax officer, from the
point of view of the assessees, is a
bogeyman who scares them, who alarms
them, who treats them as suspects and
who successfully antagonises them. He
may have a few of his pampered pets
who take advantage of him and of his
friends. The Minister should realise that
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there is hardly an income-tax region and,
on the lower rungs, hardly an income-
tax officer who has not got his favourites.
Some escape easily and other are sub-
jected, in a most heartless and cruel
manner, to a scrutinity which is almost
inquisitorial. So far as their knowledge
of income-tax law is concerned, so far
as their training is concerned, there is
a lot to be said about it. It may be
that you have a dearth of staff; if may
be that you have not got sufficient train-
ed personnel, but it is regrettable that
probationers of a year are put in charge
of assessments without Limit.

On the public relations side also, the
approach is not psychological. If you
treat a person as a suspect the logical
result is that he becomes a tax dodger.
If you treat him with consideration,
with courtesy, and if you give a certain
amount of allowance for his ego, his
response is more friendly. Therefore,
strict instructions should be given to the
income-tax staff that the assessee should
not be treated as a suspect and the ap-
proach of the income-tax officer ought
to be that of a guide, that of an expert
and that of a friend. He should be in
a position to tell the unwary that there
are certain permissible deductions and, if
they are not aware of them, their ignor-
ance should not be exploited to their
disadvantage, but they should be assisted
in filling the forms etc. If there are any
omissions, he should help them in seeing
that those mistakes are not perpetuat-
ed. That approach is not there. There-
fore, it is extremely important that the
tax-collecting agency is placed on a
more efficient basis. It is not tax-col-
lecting that is more troublesome; but,
what is more painful is tax-dodging.
Tax evasion and tax avoidance are
very serious problems. There are a very
large number of people, who would
otherwise be liable to pay, who ma-
nage to escape scot-free. Maybe that
they manage to grease the palm of some
who matter; maybe that they are too
shrewd and exploit the ignorance or
want of knowledge on the part of the
income-tax staff; maybe for different
reasons. But, it is of the utmost impor-
tance that you should not only be im-
posing taxes, but you should also, in
the realisation of the taxes, see that there
is as little of tax evasion as possible.

This leads me to other problems,
problems relating to services and ada-
ministration. No doubt, hon. Members
in this House are almost bored to dis-
traction when somebody talks of cor-
ruption that is prevailing, and it is not
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to that aspect of it that I want to invite
the attention of Government. I am not
going, on this occasion, to stigmatise
s0 much th: mpt oﬁm as the im-
- riety ol w5 W] are being
g;oss?ed, whereby a corrupt officer gets
:a certain impetus, whereby we, by
passing certain laws, are creating diffi-
culties and obstacles in the way of the
AGovernment in catching such people
-who bleed the citizens white.

1 had an occasion to S{y close atten-
ion to a well known , the Preven-
tion of Corruption Act, 1947, the osten-
:sible object of which was that it should
assist in the speedy prevention of cor-
Tuption and those who are found guilty
of corruption should be caught and
receive  sentences, because there have
been a large number of cases where
<corruption was rampant but the corrupt
-officers could not be caught or convicted.
I am glad that my hon. friend, Shri
Datar is here. I wish to present for his
close examination, section 5 of the Act,
which lays down penalties for what is
known as criminal misconduct and the
-offences where gratification is received by
- public servant etc. But, what the law
requires is, ‘if he habitually accepts or
«obtains or agrees to accept gratification
as a motive or reward ...". What hurts
me is the insertion of the adverb ‘habi-
tually’. In short, what the Act tells the
<orrupt officer is: ‘If you occasionall
accept bribe now and then, we won't
harm you, we are not going to trouble
You; but, if you make a habit of it'—it
ds the habitual acceptance and not the
occasional acceptance— ‘it will lead to
drastic results; it will lead to your con-
viction'. It is no use denying the fact.
‘One has to see some of the judgments in
decided cases where people have been
acquitted on the defence that it was a
. stray case of acceptance and not of
habit, and no habit had been made out.
Not only in (a) but also in (b) of sec-
‘tion 5, the same condition is there, that
is of habitual acceptance. I could even
aake a present of the decided cases in
this country, cases decided by various
High Courts, where this expression has
‘been interpreted in the only manner in
which it could logically have been in-
terpreted and whereby a very large
number of people escaped conviction
simply because the defence was that it
‘Wwas an occasional acceptance and not
habitual acceptance.  (Interruption).
fore, it is very necessary that we
some proper investigation whereby
‘we should see that the various cogs in
the machinery which clogs efficient ad-
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ministration are removed. Maybe it is
because of the inefficiency of the men
who man it; maybe, because of their
_corrupt propensities; maybe because of
the inadequacy or inappropriateness of
our laws that they pursue their old and
ancient trade. It is better that some-
thing was done about it.

Apart from corruption, there is an-
other matter. Civil servants require a
certain change in their psychological
approach. Scoffers used to poke fun at
the initials, [.C.S. at one time. They used
to say that they are neither Indian in out-
look, nor civil in their deportment nor
service-minded. Happily, those things
are not-there, not to the same acute-
ness, but, nevertheless, . the stiff ap-
proach is there. If you have the effron-
tery to go and approach them, they are
class-conscious, and they are a little
officious. That officiousness is rather
of a forbidding nature and the result
is that there is a very considerable hia-
tus, a considerable gulf, between the
officers who, I said, are invariably offi-
cious, and the people whom they pur-
port to serve. That attitude is there
and that is to be deprecated more so
now because of the very large recruit-
ment among the Government servants
who are going to be entrusted with
very high, very desirable, very onerous
duties which they have to discharge in
the interests of the citizens. It would
be extremely desirable if frequently
some sort of a corrective or some sort
o; a directive on these lines is circulat-
e

The hon. Speaker, a short while ago
this morning, was pleased to permit us
to advert to the administration of law.
I may avail msyelf of this opportunitv
to make my comments. On this ques-
tion I have had on more than one oc-
casion to allude to and my hon. friend,
Sehri Datar, is a ware of it. We are har-
nessing science to various services, more
so when it comes to medical science,
industry, engineering, etc., but we have
not so far harn science to the ser-
vice of criminal prosecution. The me-
thod of criminal investigation leaves
much to be desired. The time is gone
when you can rely upon confessions te
secure conviction of the guilty or the
suspects or otherwise upon retracted
confessions or upon third-degree me-
thods. Crime is a very serious menace
to the smooth functioning of the admi-
nistration and, therefore, at the earliest
opportunity I would hail an announce-
ment, if there be one, that we are going
to have proper scientific laboratories
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mewemgorfwm' proper de-
tectives on scientific systems for crime
detection, where there are going to be
real, genuine, not fake, experts in every
branch of criminal investigation, that
*we are going to equip our police sta-
tions with jeeps fi with telephones
and where we may be having lots of
trained persons, who are loosely called
‘walkkie-talkiemen”, that is, who carry
on their person wireless telephones. You
will find lately that there have been a
series of serious dacoities in several
States. If your investigating agency and
preventive agency were scientifically
equipped, some of those crimes that
we witness today would not be there.
You must keep pace in ingenuity with
the law breaker; your s should be
faster than the imagination of the law
breaker, and that you can do only if
you have properly trained staff, who
have been properly coached, in detec-
tive science. There is one aspect upon
which I may take a few minutes that
are left.

Mr. Deputy-Speaker: You have got
only one minute at your disposal and
the rest you have already exhausted.

Shri Tek Chand: Whatever your
magnanimity or generosity impelies, I
will avail myself of that. With regard
to technical education, out of a thous-
and non-technical graduates that our
institutions produce, we have hardly ten
educated technical men. Technical edu-
cation is absolutely necessary. We must
have an army of technically trained per-
sonnel more so in engineering. There-
fore, it is desirable that the Education
Ministry, instead of running all sorts of
polytechnics where inferior type of
technical education is being given,
should spend the same amount of
money in providing chairs in Universi-
ties for the imparting of education in
various branches of engineering. Whe-
ther it is architecture or civil engi-
neering or electrical engineering, it
should be entrusted to the Universities
and under the guidance and leader-
ship of men of real education, and not
to third class graduates as we very often
see in our institutions. It is very neces-
sary and you will find that there is in our
country a real paucity of engineering
institutions. More so, since India is
changing out of all shape and form; ar-
chitecture seems to be absolutely neglect-
ed, and we want architectural education
and the people trained in architecture
who should be able not only to give us
new urban houses and village houses
but also other insitutions whereby India

26 APRIL 1956

Finance Bill 5812

should not be said to be a land where
there are ugly hamlets and squalid build-
ings. In this particular branch, I would
counsel the Government and the Minis-
try of Education that they should see to-
it that education of a very high order
in technical subjects is entrusted and is-
placed in the hands of men who are
very well up in the particular line, in the
particular science, and that mountebanks-
ought not to be allowed to masquerade
as learned people.

1 Before I call

r.

upon Shri Vallatharas, I would seek the
permission of the House, though the
authority is already there, whether I
should enforce this time-limit very
strictly because other people are being
pushed out. I find that some Members
take longer time though the bells are
rung. 1 would request all Members
who are on the legs that they should.
confine themselves to 15 minutes and
no more.

Shri Vallatharas (Pudukkottai): During
the last three years, we have been accus-
tomed to a sort of budgeting by what-
ever name it is called, in which we are
finding great strains to find money for

ncing our developments and also
meeting the exigencies and contingencies
that arise out of our foreign relations.
The present age is a very critical period.
I am not very particular in saying that
a certain percentage of tax should be im-
posed. I am very much satisfied with the-
way in which the taxation is being calcu-
lated and imposed. There may be some
difference. Our business is not so much
as to pin-prick these things, but the
greater part of it is that there is a ten-
dency on the part of the budgeting per-
sons that if production on a statistical
basis is found to be on a large scale, it
would ensure the prosperity of the coun-
try. That may be true to a certain extent,
but that is not the only criterion. My
general experience is this. Without too
much of technicalities, I have seen days.
when in this country a bag of 50
measures of paddy was sold at Rs. 3.
Last year we had it at Rs. 13, and this
time, during the last fortnight, in Mad-
ras, we saw that the price has risen up
to Rs. 16. The price of gingely oil has
gone up by 40 per cent. So also the
prices of foodstuffs and necessaries of
life, which go to make ug the cost of
living of the individual, have risen in
such a manner that the Government are

‘not very serious about it. We may pro-

duce, we may trade and we may derive
income, but on the other hand, the
plight of the common man in the coun-
try, in the rural parts, is very pitiable,,
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and especially in the Madras State. I
should say that Madras State is the sick
man of India; out of the 20 and odd
States Madras State is the worst suff-
erer, the weakest and the most in-
differently treated part of the country.
The State Government also is much to
blame. I see total inefficiency being ex-
hibited there prominently, which is now
developing into chronic. But it is the
business of the Central Government to
see that it is removed. So far as the
Central Government is concerned, the
announcement of the Budget, the sub-
sequent utterances of the Prime
Minister, the leakage of the Budget and
all those things have created an atmos-
phere in which the poor man has been
hit very hard.

2 P.M.

They say the national income has in-
creased. How has it helped the poor
man? In some countries it- has doubled
or almost doubled. India is a country
where the national income has just begun
to rise. It is a wrong type of principle
enumerated by the Taxation Enquiry
Commission that a large section of the
population has got resources to be taxed.
It is very pitiable. The report of that
Commission has not been placed before
the House. We would have been benefit-
ed and the Government also would have
been benefited by receiving the opinions
of the hon. Members, if there had been
a discussion. As it is, Government re-
serve to themselves the right of inter-
pretation of the recommendations. When-
ever it suits them, they will simply say
that it is recommended by the Commis-
sion. 99 per cent of ‘the people in our
country do not pay income-tax. That
does not mean that all are to be taxed.
On the other hand, it means that they
have not got sufficient income and that
they should not be taxed. When we
compare ourselves with UK or USA or
other countries, our population, 99 per
cent, is devoid of fair wages and so it
could not be made to pay income-tax.
So, we shall have to seriously consider
the improvement in the matter of pur-
chasing capacity of the rural population
and also increased uction. The
two should be bridged. It shall be the
policy. The production in the indus-
trial sphere, production in the rural
parts as well as the purchasing capa-
city of the rural people should be im-
mensely devel . But for that, I
will have to envisage a very dark future
for this country.
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So far as the financial policies .and so-
many other things are concerned, I will.
put it in a nutshell. What the Govern--
ment enthusiastically states and speaks
and does—they are sometimes adverse-
and prejudicial to our interests in the
peninsular part of the country. After:
these four years, we in the south feel
that we have not been treated fairly. I
do not attribute mala fides but the bona
fides which they build zre such that
they are mala fides to us. I suggest
that Government must set up an inde-
pendent non-official committee to make-
an urgent investigation of the existing
state of affairs in the Madras State and
the Travancore-Cochin State. I do not
want to talk about Andhra because they
have got an enthusiasm by which they
will seek their own way. If that is not
done, it may spell chaos. I do not want
to forecast but I may say that it is a
very serious situation. In 1953, April
or May, Shri T. T. Krishnamachari
went to certain famine-stricken areas
there and he visited those areas.
He had given a first class report. I
wrote to six Ministries as to what they
have done with it but they say that
they have no information about it.
That is how they function.

The Finance Ministry is assuming a
greater importance and its policy should
be such, at least from this moment, to
work on our behalf. When one limb is
weak, greater attention must be paid to-
it. In respect of the backward classes,
there is a total omission of appreciation.
1 sympathise with all that should be done
for Harijans and tribal people. But, we
have got an equally numerically strong
section of backward class population
in the south. In appointments, educa-
tion, etc. they have no representation.

There is the report of the Backward
Classes Commission but it is not com-
ing up. Under the lure of the promises
in the report, they have suffered

very much in the Madras State;
they have suffered irreparable in-
juries. In the north, the quantum

of backward classes population is not so-
much; in the south, nearly 65 per cent of
the people are backward. Side by side
with your energetic and enthusiastic sup-
port for Harijans and other classes, the
backward classes should also be taken
into consideration. Otherwise, it is going
to tell upon the welfare of this country.
Another aspect is our domestic hap-
piness; it is the primary thing. There is
no doubt that we have got a dynamic
policy to suit modern tendencies so that
we may be on a par with other nations:
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of the world. But we are placed in a
very uncertain position. There is Pakis-
tan; there are other mililarfv pacts. They
decide the whole trend trade, com-
mercial relations, national developments,
national income and all these
They may have a different set-up for
good or bad.

As for as the kind of relation that
€Xists between our country and certain
others, we are not responsible for that.
Those things loom large. The Russians
are of course our friendly powers. Now,
in the context of thmgs, we will have to
see what benefit will be served by our re-
maining in the Commonwealth, either
materially or politically. Canada, USA,
UK and Australia—all have come out
during the last two or three weeks or so
with open statements which we do not
fike. USSR has completed five five-year-
plans; it is now in the sixth. The whole
of the western world was ignorant of its
resulting significance. It is about its
military strength alone that the USA
was very careful. During the recent
days, the eminent personalities of
USSR visited Asia. They have said that
they could supply goods to the coun-
tries outside at a r:heaé: price. They
have got engineering and technical per-
sonalities and they have got so many
experts in thousand—I should say in
lakhs. During these six five-year plans
their technicians have so developed in
number and efficiency that the western
<ountries feel that they are miles
behind and so their trade has be-
<come costly and they are not able to
supply cheap goods. We in India think
this way. So many others also feel so.
Whichever country supplies us chea
goods, we will purchase from them. We
will receive aid from anybody without
sitrings. Now, I feel that we are a bit
‘backward than the present Ceylon. Re-
cently, two or three days ago, they sus-
pected or distrusted the situation in
which it was placed in the Common-
wealth. Regionally, therefore, we will
have to form ourselves into groups
‘hereafter with a definite programme of
mutual aid so that we czn, in our own
cultural way, improve our relations. We
need not be bound to the Common-
wealth which came in under different
<ircumstances. In the present situation,
I would submit that we will have seri-
ously to consider whether, within the
limited resources of the regional
nations here, Asian African na-
tions—we should not have a formula for
aids instead of hanging upon others. Six
months before, if you say ‘Russia’ you
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may be looked upon with a prejudiced
eye. Today it is npt so. But the Western
powers look at this with suspicion and
they say that there is Russian infilation.
We are not fools. We know on whom
to rely and on whom not to rely. Our
financial policy is chiefly based upon
international trade, commerce, etc. The
production here -should be recast in
such a manner that all available sensi-
ble connection should be maintained and
the other connections with the western
nations should be analysed and brought
on line with the others.

There is one more thing about which
I want to say a few words. The hon.
Finance Minister has not referred to
the dues outstanding or the balance
amount which must be paid to us by
the Pakistan Government. Two years be-
openly that Rs. 9
crores ﬁr year would be expected by
him to be recovered from Pakistan. Not
a single pie has been recovered so far
and in this year’s Budget there is no re-
ference at all to the dues outstanding
against Pakistan.

In regard to Indus Valley Basin, the
payments due to us for supply of water
has not been made and there are arrears
amounting to Rs. 1-75 crores. I would
like to know why no effort has been
taken to state openly in this House
the circumstances that had led to the
non-payment of that amount by Pakis-
tan or the non-realisation of that amount
by us. It should have also been stated
whether such amounts have to be ac-
counted for while calculating our welfare
and financial strength

Another thing that I want to
submit is with regard to the rice
that is going to be purchased
from Burma. The experiment
of purchasing rice from Burma, apart
from our friendly relations with Burma
and our sincere desire to help Burma in
any manner, has shown that purchases
were made at rather very high prices,
and when the quantities were brought
to this country thev had become rotten
in the Calcutta dock. Now what I
would submit is that a non-official com-
mittee must be set up to analyse as to
how rice is to be purchased, at what

rice and, as soon as it is received here,
ﬁow it should be distributed. Further,
unless the proposed import of foodstuffs
to the extent of two million tons is
done immediately and that foodstuff is
distributed throughout the country, the
spiral of inflation will grow to a great
extent and it will have a bad reaction

on our people.
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“The fundamental fact should not
be overlooked—that this of

labour is a degradation of human
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Shri Velayudhan (Quilon cum Mave-
likkara—Reserved—Sch. Castes): There
is no need of rickshaw then. Why can-
not you walk 7 Let us remove all our
vehicles.

oY 3 Fg A 99 aF AT AT
Ferar &, 72 8, <t & Foera wardy o arrrea

7R aE dET

“Keeping in view the clear
visions of the Constitution andpa
interpretation given by the Law
Ministry in 1952, the use of the
Devanagari form of numerals for
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any official purpose either in the

Centre or in the States is’ unconsti-

tutional so long as the President

does not issue a special order to

ithis effect™.
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Shri S. C. Deb (Cachar-Lushai Hills):
1 thank you for the opportunity given
to me to speak on this Bill. I was trying
for several days to take part in the
debate on General Budget & the Fin-
ance Bill. I would crave the indulgence
of the House, if I take some time on the
problems of my State in the course of
my speech.

I support the Finance Bill and con-
gratulate the Finance Minister for his
able piloting of our country's finances.
I have faith in him and I say that the
fate of the common man will be safe in
his hands. I do mnot like to
say much about taxation _policy.
My only appeal to the ~Finance
Minister is, firstly, parity should
be maintained between low income
group and high income group and se-
secondly, small-scale and cottage indus-
tries will find suitable oportunities to
develop along with large scale indus-
tries either in the public sector or
private sector so that unémployment
and under-employment problems may
be solved to a large extent.

Now, 1 would like to draw the atten-
tion of the Government to some bor-
der problems and public security. Icrave
the indulgence of the House to place be-
fore it some problems that are growing
in severity in some parts of the country.
Because of the attitude of the Pakistan
Government, the question of border se-
curity has come to the forefront. Qur
border is not fully demarcated so far
as land border or water border is con-
cerned. Though it is a small thing, we
do not know whether Cachar Tibu
Island which lies between India and
Ceylon is ours or not. When we do
not know the border, how can we take
effective measures for border security?
We know that some measures have
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been taken recntly by the Government.
One is declaration by the President des-
cribing our water territory up to six
miles from the coast and the second is
asking Pakistan for demarcation of
western border on the line of the Rad-
cliffe award.

We have so many border troubles in
recent times with Pakistan and in these
cases Pakistan is the aggressor. Recently
our Home Minister made some remarks
about the attitude of Pakistan on the
occasion of a reception arranged in his
honour. The remark runs thus as it
appeared in the press:

“Anybody who had the temerity
to cast an evil eye on India must
mend his ways or be prepared to
lose the eye.”

At that time, he made an appeal to
the people of the Punjab to rise equal
to the occasion. 1 also ask him to issue
such an appeal to the people of the
other states, West Bengal, Assam and
Tripura. He also regretted the attitude
of Pakistan for not respecting the Pant-
Mirza agreement. We do not know the
mind of Pakistan. Another important
factor is that Pakistan does not honour
its pledges, whether in regard to its poli-
tical or financial obligations to India.
By the recent move of the Pakistan
Government, border violations and bor-
der incidents are on the increase. Their
aggressiveness is growing greater and
greater. That country is bent upon doing
anti-Indian propaganda and it seems to
be devising a plan for creating troubles
for India. Here, I would like to draw the
attention of our Government to a report
in the Ananda Bazaar Patrika on 21st
March, 1956. With your permission,
1 am giving the purport of that in
English:

“From the last part of January,
1956, proﬁganda has been carried
on by Pakistan in Karimganj and
Hailakandi subdivisions and in Kati-
gara police station of Cochar dis-
trict. Information is that Pakistanis
have infiltrated in some parts of
Cachar. Some such Pakistani Mus-
lims have been convicted in the
court for entering India without
passport. It is also reported that
some Maulanas trom Pakistan are
carrying on propaganda work in
several parts of Cachar district on
the Kashmir issue.”

I do not know the veracity of the re-
port. But, if it is true, these are serious
things and Government should take note
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of them. The situation is taking serious-
proportions. Some days ago, in reply to-
my question, the hon. Shri Anil K.
Chanda admitted receiving information
about infiltration. But, receiving the in--
formation will not do. Strong security
measures are necessary. tration is
there and there have been some convic-
tions due to that.

I would also like to refer to border
violations by Pakistan in my part of the
country. At Bangabazaar in Cachar dis-
trict of Assam, there was an attack by
Pakistan and firing was resorted to by
the Pakistanis. One civil Indian was kill-

* ed. Though it was repelled and peace

was restored, the situation there is not
without anxiety. I got a report that
there is concentration of Pakistani
forces on the Pakistan side bordering
Karimganj subdivision. In such border
attacks, the Pakistanis make their plans
previously and take position and resort
to firing to their advantage. On our
side, our border police find it difficult
to take position and repulse the attack
because some of the areas are not
easily accessible.

For the security of the area. I offer,.
some concrete suggestions. First our se-
curity forces are to be strengthened and
adequate security measures are to be
adopted. Secondly, along the border of
Garo hills, Khasi-Jaintia hills, Cachar
and Tripura, road communication should
be improved or provided for. Thirdly,
for the security of the whole of the
North-eastern portion of India, the trans-
geort bottle-neck already existing should -

removed and immediate attentiorr
should be given for better transport
facilities in that area. That should be
taken on a war footing. Fourthly, for
unity and better security, the whole of
the North-eastern part of India includ-
ing Tripura, Manipur and Assamr
should be integrated into one adminis-
trative unit in order to have a better
icture of the whole of that area. This
is essential if you want effective secu-
rity of that area. Fifthly I suggest that
the hon. Minister for Defence Organi-
sation Shri Tyagi may be asked to visit'
the East Pakistan border to study the
conditions as he is also going to the
western border. My next suggestion is
this. We have friendly and cordial re-
lations with our neighbour Burma. T
humbly suggest to the Government to
take the permission of the Burma Gov-
ernment to develop a port for oursel-
ves at or near Rangoon and from Ran-
to create a corridor road by the

side of Chinduin river right up to the
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Stillwell road touching the Lushai hills,
Manipur and Naga hills border and thus
develop better communication. It will
not only improve the supply position,
but it is important for both the coun-
tries for security measures. 1 hope our
Government will give serious gught
to this and arrive at a decision favour-
ing the idea.

Regarding the influx of the minority
community, our Government says that
it has done all in its power to move the
Pakistan Government so that the latter
may take adequate steps for better con-
ditions of living in East Pakistan, but
all efforts have failed. This influx is not
abating but increasing. In that area, our
Government should not create a situation
obstructing their coming in, for example,
bv refusing migration certificates, etc.,
because there is a political reason behind
this influx. Qur Pnime Minister says that
this influx is indirectly connected with
the Kashmir issue. In this saturated con-
dition, as there is large scale influx in
West Bengal, there is also the same kind
of influx in my part of Assam. Adequate
measures should be taken for their ac-
commodation in some other place as
there is no space there and the supply
position is also very meagre.

I now come to the question of floods.
Almost every year, ause of floods
the Assam Link Line of the North-
Eastern Railway is affected and conse-
quently there ts dislocation of the whole
transport system for some months to-
gether. Train services are dislocated,
and goods do not move to Assam with
the result that everything becomes
to psyturvy. So, I suggest that the Rail-
way Ministry and the Irrigation and
Power Ministry should chalk out a plan
to check the situation. Collection of data
for the study of the rain gguﬁ in the
Himalayan region will not do. colla-
boration with the Nepal and Bhootan
Governments, some concrete plan should
be prepared for the construction of water
barrage, just as has been done for the
river Kosi, in the upper regions of the
rivers Tista, Iye and other virulent types
of rivers which flow from the high hills.
Also, a sum of Rs. 10 crores at least
should be immediately given to the Rail-
way Ministry to construct an alternate
rail route for the flood-affected area.

1 come from a plantation area also.
Much has been saidp in this House about
the labour problems. I come from an
area where tea plantation labour popula-
tion is a good part of the total popula-
tion. Their problems are general‘l)j? ade-
3—47 Lok Sabha.
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quately dealt with by the INTUC, but
when there is a crisis, the situation
becomes serious. There are many
problems, regarding tea labour and
besides that there is general deteriora-
tion in the industry as a whole. The
different provisions of the Plantation
Labour Act still await implementation,
though the Act has been passed some
years back. Where there is an appreciable
increase in production, fair and higher
wages for labour are crying needs. Our
plantation labour deserves dye consi-
deration by the employers in that direc-
tion. Our Government should see that
the employers have that frame of mind.
Greater participation in the production
by labour requires the fulfilment of the
demand of labour for higher wages.

Shri Velayudhan: I am very glad to
speak on the Finance Bill, because I had
made some suggestions when I spoke on
the Budget earlier. After the Finance
Minister introduced his Budget here, he
had ample opportunities to know the
reaction in the country regarding his
Budget proposals and it was our hope
that as a reflection of those reactions,
there would be some innovations or
changes in the proj . But, to our
great surprise, there been no innova-
tion or change in the taxation proposals
given out during his Budget speech.

I am not much interested in the taxa-
tion proposals relating to companies or
corporations; but, I am very much in-
terested in the tax on consumer articles
which are essentially used by the com-
mon man, like soap, cloth or even oil.
Some tax on non-essential oils was akso
mentioned. I thought that these taxes
would be reduced and there would be
some relief for the common man, re-
sulting in greater co-operation from the
public for the nation-building activities
of the Gover t. The Fi Minis-
ter wants to reduce the disparity between
the rich and the poor, but he is trying
to equalise the taxes on all the classes,
with the result that common people, the
majority people in the country, are the
sufferers. This has been the nature of
Central finance from the very begin-
ning. Central finance is only a part of
the finance of the country, because we
have another aspect, called the State
finance. I should say that the State fin-
ance has more control in the people’s
economic life than the Central finance.

1'do not know what is the main prin-
ciple behind the taxation policy otP the
Government. It was by mostly on a
confused economic approach and it had
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{Shri Velayudhan])

no relation (o the objective that was
being given out by the framers of the
Five Year Plans. What is the actual
economic situation in the country which
is reflected through the economic policy
of the Government ? Everywhere there
is tomtomming of the achievements of
the Government under the first Five
Year Plan, but the prices of the essential
commodities have risen in the country
and the common man is more and more
under thg grip and oppression of an
economic system which it is very difficult
to resist, unless some remedial measures
are suggested by the Government or by
the people themselves. That is the posi-
tion today. I read a Press report today
regarding the price of rice in Tamil Nad
in the Madras State. The Chief
Minister has stated that the price of
paddy and rice has gone up 100 per
cent. more than what it was a fortmight
or a month ago. This is the position
with regard to every commodity or food-
stuff in the country. I do not know
what remedy thte Finance Minister has
got for this. :

I now come to another important fac-
tor, namely, the unemployment problem
in the country. The more we plan, the
more we spend and the more we develop
our industries, the more is the unemploy-
ment in our society today. I think there
is something fundamentally and basically
wrong with the economic approach of
the Government.

Pandit K. C. Sharma (Meeruit Distt.
—South). That is because you produce
more children. -

Shri Velayudhan: Of course, I am pro-
ducing more children, because I think
India can have more children if my hon.’
friend who is now supperting the Gov-
ernment will come out with a realistic

. economy, a kind of revolutionary eco-
nomy, for the country.

Mr. Deputy-Speaker: The hon. Mem-
ber should not go far away from the
subject in his search for more children.

Shri Velayudhan: My humble opinion
is that the Government has had no fixed
financial policy behind it; the
whole policy was based on, 1
think, certain sentiments and emo-
tions and at the same time the Gov-
emment was trying to keep up the social
order of the country. So, there was a
contradiction in the approach and con-
fusion was the result. The Government
‘has spent much for the development of
the country, but at the same time, there
4s a kind of reaction which is against
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the hopes of the. planners. The result
is that we are living in a confused state,
and it looks as if we are standing on the
edge of a precipice

My own feeling is that the economic
policy of Government is based on what
is obtaining in the Western economy. I
am afraid the economic theory of the
London School of Economics does not
have any bearing on the economic situa-
tion in our country. I know that most
of the planners and experts with the
Government of India were the students
or theorists who were produced by the
London School of Economics. That is
why when they plan for the future of
this country, we find that their plan does
not have any bearing on the realities in
the country.

If Government want to build a
socialist State in our country, then they
should try to build up from the bottom.
But what we find is that they are build-
ing up from the top, with the result
that there is a top-heavy concentration of
economic power, which in course of time
may develop into a dangerous pattern of
controlling power in the hands of Gov-
ernment. When that is the ition, 1
am very much doubtful wm« they
will be able to establish a real socialist
State at all in our country.

I now come to the Home Ministry,
on which we had a discussion only the
other day. When the Home Minister
was speaking, 1 thought he would give
a lead to the country so far as the do-
mestic policy was concerned. But [
am sorry to find that no reference at
all has been made to this. When the
Demands for Grants relating to the
Home Ministry were being discussed
here, the Prime Minister was touring
the Karnataka State, and in the course
of one or two of his speeches there, he
had condemned communalism. At the
same time, the RSS leader and the other
people who had gathered here in Delhi
were speaking about the Hindu Raj.
But I was surprised to find that not a
single Member from this House had
the courage to speak about this great
national danger that is lurking in India
today. The Prime Minister had again
referred to this while he spoke in
Delhi also. But throughout the entire
budget discussion we have had here, not
a single Member, either from the Con-
gress or any other party, had the cour-
age to speak about this social menace
which is standing in the way of the basic
economic and social progress of the
country.
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Shri Feroze Gandhi (Pratapgarh Distt.
—West cum Rae Bareli Distt.—East):
The Prime Minister belongs to the Cong-
ress Benches.

Shri Velayndhan: Including yourself.

I belong to a minority community, in
much the same way as you, Mr. Deputy-
Speaker, Sir, happen to come from a
minority community. We had our com-
mon aspirations, and at the same time,
we had the feeling of a common unity
also. But we are not quite happy over
what has happened in many parts of the
country. 1 am not trying to accuse any
majority party, but I think the Hindus
want to kep the minorities under sup-
pression, and eternal suppression at that.
That is the position that we are fighting
against.

Mr. Deputy-Speaker: The hon. Mem-
bher should not expect me to join him in
this.

Shri Velayudhan: I do not say that
you should join me in this, but I could
tell you that the minorities think in the
same way. There is a fear lurking in
our minds that the majority wants to
dominate over us. At the same time, they
want to have the power also with them
for all time to come.

An Hon. Member: You are in a ma-
jority.

Pandit K. C. Sharma: The hon. Mem-
b]tlt_r is unnecessarily losing himself in
this. |

Shri Velayudhan: I am not talking of
a majority in terms of pum
only. 1 am talking in terms of the eco-
nomic power that they wicld, and the in-
fluence they wield in the country. My
hon. friend knows fully well that it is
the minority community which is hold-
ing the reins of power now. Most of the
Brahmins, I can say, almost 90 per cent.
of them, are holding power, even though
the non-Brahmins -happen to be in a
n'éaiority. so far as num are concern-
ed.

Shri Feroze Gandhi: I am in the smal-
lest minority.

Shri Velayudhan: I now come to the
problem of the untouchables to which sect
I belong. I am very sorry to say that as
yet no one has tried to grapple with this
problem in a realistic or democratic way.
That has been my complaint from the
very beginning. I do not want any pat-
ronage; I do not want any kind of doles
to be given to us; I do not want any
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paternal attitude to be shown towards
the Harijan community or towards the
untouchables or the backward classes. I
want that there should be a democratic
approach towards them. If the attitude
from the other side is one of patronage
or a paternal one, 1 hesitate to accept it;
in fact, I hate to accept it, because I
want that a democratic approach should
be made towards our community.

Coming to the question of reservation
of posts for the Scheduled Castes and

* Scheduled Tribes, I do not know why

even the posts reserved for us according
to the Constitution are not being filled
up from amongst the members of the
Scheduled Castes and Scheduled Tribes.
We have been enjoying independence for
the last eight years, but I do not know
how many Scheduled Castes and Sche-
duled Tribes candidates have become,
gazetted officers. Hundreds and thou-
sands of appointments are made in the
country every day, but it is only very
rarely that a’ Scheduled Caste or a She-
duled Tribe candidate is taken into the
services.

Shri D. C. Sharma (Hoshiarpur): I
think you were one of the gazetted offi-
cers.

Shri Velayndhan: Of course, I was.
But that was not because of your kind-
ness.

So far as the recruitment to the posts
of under-secretaries is concerned, I want
to -point out that even though there were
qualified Scheduled Castes candidates
available, they were not taken in. There
were posts’ which had been reserved for
them through the Union Public Service
Commission, and yet no one was chosen.
Recently also, there was an advertise-
ment for the post of under-secretaries.
And even though there were qualified
hands available from among the Sche-
duled Castes, they were not taken in.

You know there is a Scheduled Caste
member in the Union Public Service
Commission. But what I have learnt is
that when Scheduled Caste candidates
are interviewed, he is not even called to
be present. He sits on some other
board; he sits on the board which is
meant for some other unreserved posts
only. I do not know why this strange’
practice should be allowed to continue,
Even though we have a Scheduled
Caste member in the Union Public Ser-
vice Commission, we find that he has
no voice in the selection of the Sche-
duled Caste candidates in respect of
the posts reserved for them.
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Pandit K. C. Sharma: Which commis-
sion are you refering to ?

Shri Velayndhan: I am referring to
the UPSC.

Mr. Deputy-Speaker: The hon Mem-
ber should try to conclude now. If he is
entering into a private conversation with
other Members, how can I allow him to
continue ?

Shri Velayudhan: 1 would like to urge
that the Home Minister should be very
vigilant in regard to the recruitment of
Scheduled Castes and Scheduled Tribes
candidates. Every day, hundreds and
thousands of persons are being recruited.
And there seems to be a competition
even among the upper classes with the
result that favouritism, nepotism, and
various other ‘isms’ are coming in. The
net result is that the Schedule Castes
and Scheduled Tribes candidates are not
able to get even the quota which is re-
served for them.
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Mr. Deputy-Speaker: The hon. Mem-
ber may continue his speech tommorow.
We shall now take up private Members’
business.

COMMITTEE ON PRIVATE MEM-
BERS' BILLS AND RESOLUTIONS

FIFTIETH REPORT
3 pM.

Shri Altekar (North Satara): I beg to
move:

“That this House agrees with the
Fiftieth Report of the Committec
on Private Members’ Bills and Reso-
lutions presented to the House on
the 18th April 1956".

This is a Report wherein there are
three or four items. The first thing is
that there are four Bills which were
there for classification. According to the
principles laid down, they have been
classified in 'B’ category and time has
been allotted to them as stated in appen-
dix II against each of the Bills.

The next thing that was done was in
connection with the Constitution (Amend-
ment) Bill of Shri Dabhi's. The Com-
mittee has recommended that this Bill
should not be allowed to be introduced,
because according to the principles laid
down in the First Report, the Constitu-
tion should not be lightly touched; there
are other provisions to imtensify and im-
plement the policy of probihibition, and
unless all of them have been properly
implemented, this should not be taken
‘into consideration.

Then there was a question about the
minimum number of Bills that should
be placed on the agenda on a Private
Members’ day. With as many as 29 Bills
which came in the ballot and put on the
genda, hon. Members are at a loss to
know which of them will be taken up.
S¢ i it so happens that hon. Mem-
bers are not present to proceed with
their Bills. Sometimes, they do not press
their Bills. So it is desirable that the
House should know which of the Bills
are. likely to be taken up. From that
point of view, it has been decided that
six Bills in the order should be there,
excluding those the consideration of
which has already begun in the House or
those which are to be withdrawn. Then in
connection with the Bills, hon. Members
will be asked whether they are going to
proceed with their Bills or whether they






