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BUSINESS OF THE HOUSE

Shrl Sadhan Gnpta (Calcutta South­
East): I find from the agenda that has 
been circulated today that the Insur­
ance Employees pay-scale discussion is 
not included.  A greater number of 
employees have come from different 
parts of the country to instruct us on 
this matter,  because of this  being 
taken up tomorrow or day after. May 
I know the position as to when it will 
come up? I feel that it should come 
very soon, otherwise the representa­
tives will be put to some difficulty.

The  Minister  of  PaiiiameBtary 
Affairs (Shri Satya Narayan Siaha):
Two hours more have been given to 
the Finance Bill and owing to certain 
changes, we are bringing if'before the 
House next week.

Shri  Sadlian  Gupta: Some  date
should be fixed because of the many 
people who are involved in it.

Shri  Satya Narayan Sinha: Hon. 
Members are fully aware that things 
have become unpredictable.

Shri Kamath (Hoshangabad): Gov­
ernment  business  is  unpredictable? 
The Government does not know its 
own mind ̂t all.

Mi*. Speaker: It will be brought up 
next week. Only  hours have been 
provided for them; it will be put in 
somewhere.

Shri Sadhan Gupta: May I suggest 
that the  necessary time should be 
given to this item after the finance 
Bills instead of the amendment to the 
rules. The rules may come up later.

Mr. Speaker: Very well. So far as 
these matters are concerned, I am 
afraid, there is a tendency here to 
insist upon the Government tô follow 
a priority. After all it is a Govern­
ment business. We can only make sug­
gestions, but to insist is not right. The 
hon. Minister said that it would noi 
be ignored and that it will be brought 
up next week.  Government must be 
allowed to  choose its own  priority/ 
because it knows much better than we 
" do.

Shri Kamath: Could we at least
know thie reasons for its being deleted 
from the Order Paper, when it was 
there for three days successively?
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Mr. Speaker: 1 agree that no sur­
prise ought to be sprung on the House. 
The hon. Minister need not come again 
and again before the House even for 
a small change m the agenda. At the 
same time, no work of the House ought 
to be impeded cr obstructed by any 
change  in the agenda and  to that 
extent the Hous? is entitled to take 
care of itself.

FINANCE (NO. 2) BILL AND 
FINANCE (NO. 3) BILL

Mr. Speaker: Now, Shri Barman
will continue his speech. Hon. Mem­
bers are aware that the time allotted 
for these Bills is till 6 o’clock today 
and all the stages of the Bills have to 
be completed.  I said yesterday that 
the clauses may take an hour. Do hon. 
Members feel that the clauses will 
take more time than that?

Several Hon. Members: No, Sir.

Mr. Speaker: The clauses wiU take 
only one hour.  By five o’clock, the 
consideration will be over.

Shri Tulsidas (Mehsana West):  At
least li hours may be given.

Mr. Speaker: It always takes much 
more time than we anticipate and 
when Shri Tulsidas says that, it is so.

Shri Tulsidas: I have given notice 
of some amendments.

Mr. Speaker: All right, we will allot 
Vi hours for the clauses* Therefore, at 
4-30 the general discussion will con­
clude including the reply of the hon. 
Miniister. I shall ascertain from him 
how long he will take. Then I will 
call upon him at 4.00 if he wants to 
take only half an hour, ottierwise at 
3-45.

Now, Shri Barman was in possession 
of the H6use.  He may continue his 
speech.
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Shri Barman (North Bengal—̂Re­
served—Sch. Castes):  Mr. Speaker,
Sir, yesterday I briefly dealt with some 
of the main provisions of the Bill like 
the  clause  regarding  deposits,  re­
imposition of capital gains tax, increase 
in super-taxes under certain circum­
stances and so on. Today, because of 
paucity of time at the disposal of the 
House, I shall not further deal with 
those matters, but I shall simply con­
tent myself in dealing with a few 
observations  that have fallen from 
some of the hon. Members here.

As I said yesterday, I am not enter­
ing into any controversy about the 
effect that this Bill will have upon the 
working of private enterprise.  The 
hon. Minister, who was himself in 
charge of commerce and industries 
knows very v/ell whether this Bill will 
hurt private enterprise or not, and if 
there be any difficulty in its working 
he will certainly see to that. We have 
full faith in him.

I shall simply mention briefly one 
or two points mentioned by some hon. 
Members during the course of their 
speeches.  Shri  Somani,  while  he 
recognised  the  necessity  of  more 
finance for the full implementation of 
the Plan, incidentally mentioned the 
difficulty about the textile industry 
because of the imposition of a higher 
excise duty on cloth during the last 
Budget Session. It is a very welcome 
information to us.  At that time vre 
thought that, perhaps, by the increase 
of excise duty the whole burden would 
fall upon the consumers. He gives us 
the valuable information that though 
the public coffer has stepped up by 
Rs. 35 crores—it is not a small sum— 
it is the industry that has borne the 
full impact of this additional tax. But 
what is the effect upon the industry? 
The Reserve Bank statistics show that 
the quantum of profits of the textile 
industry has been almost the lowest 
compared to various other industries 
and also compared to profits earned in 
various other industries in other coun­
tries. So the complaint is not that this 
industry, because of this tax, has been 
heavily put to loss; on the other hand, 
the case is that it is run at a profit but

that profit is the lowest compared to 
the profit in other industries.  Such 
being the case, according to us we 
have made out a case for lowering the 
profits of other industries so that the 
consumers  may  be  less  taxed  in­
directly..

Every pie of profit that goes to these 
investors—I  don’t  grudge  them—is 
indirectly a tax upon the consumers. 
In a country like ours where 95 per 
cent, of the people are poor, the more 
the Government can lessen the burden 
upon the consumers, and at the same 
time keep  the industry going, the 
better for this country. I do not like 
to criticise anybody, but many Mem­
bers who have never seen what is 
poverty in our country, have no sym­
pathy for the down-trodden masses at 
the lowest rung cf the ladder. I sup­
pose they have never gone to the 
outer parts  of the  country where, 
during lean parts of year, hundreds of 
families sit round in their inner court­
yards with their children—tears in 
their eyes,—̂because they are starving 
for days together. They accuse nobody 
in this wide world except this own 
lot.  That  state  of  things  cannot 
continue for any length of time in our 
country. It is up to the Government to 
be conscious of that and remedy this 
sort of abject poverty in the country 
as early as possible. They cannot be 
immindful of such circumstances in 
the country. If they do it, they do it 
at their won peril. *

Sir, I am not one with Shri T. S. A. 
Chettiar when he abused our bureau­
crats while he dealt with the impru­
dence of nationalisation. He was say­
ing about the textile industry. I am 
not saying that it should be nationalis­
ed here and now. So far as we vifew 
things, in order to meet the wants of 
this country they are certainly wel­
come to go on with their scheme. But, 
if as some Members on the opposite 
have said, that we are going to kill 
the>goose that lays the golden egg, my 
reply is,—if that hen lays that golden 
egg only for the keeper and tries to
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deny the legitimate due to those that 
feed  it,  it  is  better  that  there 
should be no private hen. It would be 
quite legitimate for this Government to 
start State poultry  farms where the 
hen will lay the golden  egg and the 
egg will be the national property. But, 
I am not one with him there when he 
says that if the textile industry be 
nationalised it will go to dogs because 
our bureaucrats* do not know how to 
manage things.

Qn that I am not simply giving my 
own observation just as a counter 
observation. I am giving some infor­
mation. I had been a member of the 
Estimates Committee for some years 
and I had occasion to see how our 
bureaucrats are managing our State 
industries. On one occasion I went to 
Sindri. It is a huge affair. There were 
some foreign technicians and the head 
of those technicians and engineers was 
an ex-service man who came to India 
to serve in the military department— 
M.E.S. He was at the helm of affairs. 
He told us that it was such a compli­
cated machinery that foreign techni­
cians will have to run it for at least 
three  years  more to  guide  Indian 
technicians and to educate them. We 
were very inquisitive. We asked our 
own people. They said: “Trust us with 
the responsibility and see whether we 
can run it or not”. We trusted them 
and they are running it. There is no 
foreign technician now. It is a huge 
undertaking.

Then again, we are rimning the 
Chittaranjan with success. Some two 
years back I visited the D.D.T. Factory 
here near Delhi. There were so many 
experts.  We asked our own engineers 
there whether they dared to run it 
themselves without any experts. They 
also asked us to trust them and see 
whether they could run it. I do not 
know what is the condition now, but 
that was their optimistic view.  We 
have also nationalised the Imperial 
Bank and the insurance business.. Has 
everything gone to dogs? Are not our 
people managing them?  So what is 
the fun in saying that if the textile 
industry is nationalised our bureau­
crats will not be able to run it? Our 
bureaucrats who are doing so many

responsible things, can’t they adminis­
ter this small thing?  After aU, those 
managers and other people who are 
running the mills will continue to run 
them. It is only the supervision and 
administration side that will have to 
be taken up by the State. So it is not 
a big bogy. But I do not say that it 
should be nationalised. I quite realise 
that our private industry also should 
be encouraged to take as much res­
ponsibility for the production in this 
country as it can, but if they give us 
the threat and “demand the pound of 
flesh”, our reply would be that the 
State is competent to replace them. 
That is what I want to say.

This is a time when all of us, our 
big  industrialists  and  capitalists, 
should look round.  They cannot go 
on as they are doing now, and they 
cannot go on without at all looking 
at the poor conditions of our country. 
If they are so much startled at this 
simple tax, I do not know what they 
say  when a huge sum has  to be 
collected by this Government to run 
the Plan. What will they say then? 
Now, I do not say that the capitalists 
or the big industrialists alone wUl 
have to finance the Plan.  We have 
already  had  the  sacrifice  of  the 
masses. The masses have already sacri­
ficed much and we must give them 
the credit for it. They will continue 
to help us in a direct or indirect way, 
when they find that the haves are 
also  sacrificing  in  a  proportionate 
measure. In that case only, this coun­
try can be made ready to face the 
situation and the burden that we are 
to shoulder will be lightened before 
we place the country in a better posi­
tion. This Plan will have to be fulfilled 
and  whatever is necessary  for that 
purpose will have to be done.  But 
only so long as we do justice pro­
portionately to all sections of our 
people, will the country be ready to 
support the measures of the Govern­
ment I support this Bill.

Mr, Speaker:  May I know how
many hon. Members want to speak?

Several Hon. Members rose--
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Mr. Speaker:  There are about 12
hon. Members. If I allow 15 minutes 
for each Member, 12 X 15 would come 
to 180 minutes or, it comes exactly to 
three hours. It is now 1 o’clock.  So, 
from 1 to 4 p.m. the discussion will 
continue. It is exactly three hours.

Dr. &4shnaswaini (Kancheepuram): 
Some of us will need a little more 
time.

ĥrimati Renn Chakravartty (Basir- 
hat): As it is a 8i hours debate, we, 
the Communist Party,  should have 
two  speakers to take part  in the 
debate, but we have put up only one, 
because we see the pressure. So, I do 
expect that at least our party should 
have half an hour for one Member.

Dr. Krishnaswami:  Then the time
will have to be extended a bit.

Mr. Speaker: It cannot be extended. 
Any how, all the hon. Members may 
not take the full 15 minutes allowed 
lor each. Let every hon. Member try 
to finish well within 15 minutes. Dr. 
Krishnaswami.

Dr. Krishnaswami: Mr. Speaker, the 
Finance Minister fiimished us with 
a review of the  economic situation 
while presenting the budget, which is 
most disquieting and disturbing. The 
economic situation is ominous and  a 
duty is cast on all of us to ponder 
over the  f̂cts  presented and  ask 
ourselves whether the proposals made 
in the budget meet the needs of the 
situation.  It has been stated by my 
honourable friend that  this  budget 
would not -have been introduced but 
for the current economic crisis facing 
the coimtry.  What is the  situation 
that is confronting us today? We have 
been losing foreign exchange from our 
reserves to the tune of Rs. 210 crores 
during the past eight months.  We 
have been losing it at the rate of 
Rs. 25 crores a month.  We have been 
losing foreign exchange at a little less 
than Rs.  1 crore per day.  Obviously, 
we have been importing too much and 
our exports have declined in  some 
. measure.  If this trend is not arrested 
and arrested immediatelŷ, then,  by 
the end of the financial year, we will

have  exhausted  our  reserves, we 
would have reached the rock-bottom 
of our resources.  We are to put  it 
brutally at the verge of bankruptcy.

But there is no  evidence to show 
that on the home front there is a 
general excess  of demand  over the 
supply of goods available. No doubt, 
in a few sectors we witness pressure. 
The demand* for food, cloth, oil-seeds 
and oils tends to outstrip the supplies 
available.  There has been a buoyancy 
in the stock markets and the deman4 
for funds has continued at a  high 
level.  Even during the slack season, 
the demand for credit due to inflow 
of imports  has continued unabated. 
The index of prices of foodgrains is 
high but  the  explanation  for this 
phenomenon is the fall in production 
of food crops.  Our output has declin­
ed as compared with that of 1954-55. 
It is, let  it  be  remembered  three 
million tons less than what it was in 
1954-55.  As for textiles, the fall  in 
exports  is  mainly  attributable  to 
growing  competition  from Eastern 
Europe,  Russia  and Japan in  our 
traditional markets.  Our competitive 
power abroad has been curtailed  by 
the curbs that we have placed on the 
textile industry and the growing de­
mand ̂  the home market. As for oil­
seeds and oils,  our export  earnings 
have diminished to the tune of Rs. 25 
crores to Rs. 30 crores on accoimt of 
increased demand at  home  and the 
anxiety of the Government to  feed 
the home market at the expense  of 
exports by not giving export quotas. 
However the dominant factor in  the 
balance  of payment  crisis  is  the 
stupendous rise in imports, particular­
ly of capital goods which are planned 
and are part and parcel of the Five 
Year Plan.  I do not think that we 
could ever get away from this fact. 
But neither  the  decline  in exports 
nor the increase in imports can be 
attributed to inflation at home.  In 
other words, it is not the excessive 
demand at home but the high level 
of investment with a high import con­
tent that Is responsible for the situa­
tion.
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How are we going to tackle  this 
situation?  In the context of present 
circumstances, what is most urgently 
needed is action on  the foreign ex­
change  front  rather  than internal 
taxation measures, direct or indirect, 
particularly when such taxation is not 
anti-inflationary in consequencfe.  All 
that Government have done new is to 
raise excise  and import  du'-ies im­
mediately but this cannot be a cure 
for  the  balance  of  payment crisis. 
These  duties  raise  the  prices  of 
articles for the consumers.

Let me examine the capital gains 
tax.  Whatever might be the social 
justification for the imposition of a 
capital gains tax, in the present con­
text of circumstances, no one can be 
held to maintain that it can be  a 
cure for the foreign exchange crl‘?is 
or that it would diminish sharply the 
amount of deficit spending on which 
we  rely.  Let us  remember that if 
the assessee  is given an option to 
choose 1954 as the base year from 
which capital values can be calculated, 
we cannot expect anything like at? 
appreciable increase in yield to flow 
into the exchequer even in 1957 un­
less we permit ourselves the luxury 
of a nmaway inflation.  This tax will 
not yield much in the coming year 
or two.

But there is one point which has to 
be borne in mind.  The tjapital gains 
tax may be a preventive—a preven-* 
tive  against increasing  inequalities 
which may accure as a result of large 
investment expenditure.  This apart,
I would  like to  consider  this tax 
from a different standpoint.  I want 
to know what urgency warranted the 
introduction of this tax in an interim 
budget.  This tax is most drastic in 
character.  It goes much farther than 
what was envisaged  by Mr. Kaldor.
I would like  my  hon.  friends  to 
ponder over  the  logic  behind Mr 
Kaldor’s proposals. Mr. Kaldor point­
ed out that the exemption of capital 
gains from income  when the latter 
was taxed at 92 per cent, marginal 
rates was both iniquitous and discri­
minatory.  It was discriminatory  in

favour of holders of property because 
capital gains represent according  to 
him income from property.  It  was 
iniquitous, because to obtain a given 
yield from a narrow tax base neces­
sitated high taxation of those who 
derived  income  from  work.  The 
consequences of such taxation, accord­
ing to Mr. Kaldor, were a fall  in 
incentives, and wasteful expenditure 
which harmed society.  Therefore, Mr. 
Kaldor  sugĝ d  that  individuals 
should be treatied justly and in order 
that they may be treated justly and 
equitably,  taking  account  of these 
economic incentives,  he pointed out 
that the rates of taxation of incomes 
should not exceed 45 per cent.  This 
would be possible if capital gains  a 
species of income from property was 
not exempted from the definition of 
taxable income; the  tax base would 
be wide, the rates of taxation lower 
and the yield obtained as great if not 
greater than at present when capital 
gains  are  excluded  from  taxable 
income. What have we done? We have 
chosen to repudiate the logic behind 
Mr. Kaldor’s proposal and make the 
tax unnecessarily harsh and unequit­
able.  But apart from considerations 
of logic, and equity I should like to 
ask this question.  What compelling 
reason induced th6 Government  to 
introduce this measure in an interim 
budget?  We are at the fag-end of 
the  life  of  this  Parliament.  In 
another two or three months  this 
Parliament will have been dissolved. 
It is a very thin session that we are 
having.  Most  honourable  Members 
are in their constituencies taking mea­
sures for their political survival and 
it is impossible therefore  to expect 
such a  measure—an important mea­
sure like this—̂be considered  fully 
and adequately.  It is not a correct 
procedure  to  have  a  measure for 
which there  is no  urgency rushed 
through a thin house.

13 hrs. \

As for taxation, of dividends  I 
suggest that the contribution of in­
come from dividends to our national 
income in the present state of eco­
nomic  development is  about 6 per

and Finance (No. 3) 2656
Bill
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[Dr. Krishnaswami] 

cent.  The rise in tax on dividends 
may therefore to a very limited ex­
tent be  considered anti-inflationary. 
But these  increases  might  hit the 
firms which pursued a cautious policy 
in the past and ploughed back profits. 
Companies which embarked on risky 
undertakings will pay a higher rate of 
tax.  Perhaps Government and  the 
Finance  Minister  may  consider 
whether it would not be better  to 
allow companies to include in  their 
paid up capital these reserves which 
have been expended on fixed assets. 
This might help to make the  tax 
more equitable.

I now pass on to another contro­
versial proposal  in the Finance Bill, 
namely that of having a portion of the 
retained  profits  in  the  shape ot 
doposits with the government. Now, 
the alleged advantage of having  a 
portion of  the  retained  profits in 
deposits so that Government may have 
greater control of reserves of  the 
corporate sector  is counterbalanced 
by many disadvantages.  It has been 
suggested that this measure is impor­
tant  from  the  point  of  view of 
conserving  foreign  exchange.  I do 
not agree.  This measure does  not 
help to improve our foreign exchange 
resources.  It may be suggested that 
the Government can control the ex- 
p>ansion programmes  of the private 
sector of the rate at which capital 
goods can be imported.  But this kind 
of control is already being exercised 
by the import wing of the Develop­
ment Section of the Commerce  and 
Industry Ministry and therefore one 
does not see any reason why there 
should be an additional check.  It is 
only if the Commerce and Industries 
department  of the  Government of 
India is not exercising  this control 
intelligently  that  there  would be 
need for an additional check from the 
highly intelligent Finance Minister of 
the Government of India.  Has there 
been a decline  in efficiency of the 
Commerce and Industries Ministry in 
recent months?  Besides, if the de­

posits are to be surrendered on re­
quest, as  has  been  stated  by the 
Finance Minister in his budget speech, 
the fiends can at best be only a ways 
and nieans help for the Government. 
On the other hand, the idea that it 
can ba surrendered on request entails 
greater administrative inconvenience 
than is visually realised. I suggest that 
the problems involved in scrutinising 
requests are quite considerable. On a 
conservative  estimate, Mr. Speaker, 
there would be about 2,000 to 3,000 
companies which would deposit these 
funds.  The administrative machinery 
required for keeping track of investi- 
ble funds and dealing with requests 
for their use would be stupendous. 
Apart from the size, decision-making 
will have to be concentrated in  the 
hand§ of one or two persons at top 
level.  You  cannot ask  an Under 
Secretary to  take a  decision about 
transferring lakhs or rupees to a busi­
nessman.  It would have to be done 
by two or three people at the top 
level.  This would involve delay and 
unnecessary hardship  to many com­
panies.  If delays are considerable—if 
delays are anticipated to be consider­
able—one need not be surprised  if 
companies are forced to pay the tax 
on development rebate and deprecia­
tion rather than deposit funds with 
the government.  In such an even­
tuality, the Vhole basis of encourag­
ing ploughed back profits will be nul­
lified altogether.  Mr. Speaker, in the 
consideration  of foreign  exchange 
problems we have not taken as much 
care as we should  have done; the 
main problem is one of taking action 
on the foreign exchange front. How­
ever I  cannot  help  expressing the 
view that all of us in Parliament have 
not focussed our attention on foreign 
earnings as much as we should have 
done.  Owing to lack of thought, and 
owing to an unnatural attachment to 
the principle  of nationalisation  for 
nationalisation’s sake, we have some­
times given up potential sources  of 
earnings from abroad.  We nationalis­
ed in haste life insurance, creating a
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monolithic structure and have on our 
hands a vast discontented staff and a 
crippled business which cannot ope­
rate abroad.  Generally  no foreign 
territory will  allow a  nationalised 
undertaking of  another  country to 
operate in its territory.  Various com­
plications arise in  international law 
and this is one of the many reasons 
why our life insurance corporation is 
not able to operate abroad.  It  was 
a different matter with the Imperial 
Bank.  There  was  only  one  bank 
which  we nationalised;  nonetheless 
we carry on business abroad because 
it can do business imder the old name 
and style.  No fresh application for a 
licence for registration was necessary. 
I am,  afraid that  these  difficulties 
were not taken into account.  But let 
us at least from now on concentrate 
on earning as much as possible abroad 
and devising ways and means of earn­
ing such amounts.  The present situa­
tion is most serious, and although it 
has been said that we would not  in 
the least think of cutting down the 
Plan we have to consider whether, if 
the present situation or crisis persists, 
we should not revise the plan.

The hon. the Finance Minister to­
wards the conclusion  of  his speech 
pointed out:

“We are only in the first year 
of the  Plan,  and  although the 
tasks we have taken upon our­
selves are large and difficult, I see 
no reason to be pessimistic of our 
capacity to  implement  the Plan. 
Nor is  there  anything  in  the 
international situation  which, at 
this stage, suggests a revision of 
the Plan.  I  am  convinced that 
they do wrong who express scep­
ticism at a time when the country 
ought to be thinking of nothing 
else but  going ahead  with the 
greatest determination. The Plan 
is a challenge, and it is a chal­
lenge which must be met with all 
the resources and ingenuity at our 
command.’;

These  are  brave  words!  They 
betoken the courage eind confidence 
of a very able man! I only hope and

pray that realities will not treat our 
Finance Minister  unkindly.  A Fin­
ance Minister treated  unkindly can 
inflict a lot of misfortune on the peo­
ple entrusted to his care.  Desperate 
expedients  may be  resorted  to but 
the  • people  will  suffer.  Unless 
foreign aid  is available  in  a verĵ 
much larger measure than what we 
have obtained during the past two or 
three years the rate at which it  is 
coming into the country is thought to 
be high by our friends who are critical 
of  foreign  aid—I  believe  that  it 
would  be  impossible  to solve  the 
balance of payment crisis.  It would 
be wise to focus all our minds,  Mr. 
Speaker, on how to earn this exchange 
abroad, to focus our attention on  the 
balance of payment crisis, instead of 
giving a fallacious impression to our 
people that the  budgetary proposals 
and the measures that we have taken 
are likely to solve the present crisis 
in the  least  bit.  They  will  not 
improve the situation even by a hairs- 
breadth.  They do  not in  the  least 
solve the present crisis and the crisis 
remains as it was.

Shri Bansal (Jhajjar-Rewari):  Mr.
Speaker, the Finance Minister, while 
introducing these two Finance  BiUs, 
stated that he was doing so because 
of the crisis facing us.  Shri Asoka 
Mehta went even further and said 
that the emergency was so great that 
the Finance  Minister  should  have 
given a clearer call to the country to 
muster all its resources to face it  I 
am one of those who belive that some 
emergency has been existing in  our 
country ever since we became inde­
pendent.  What  do  we  mean  by 
emergency?  If in a particular year, 
in a particular area, there is no rain­
fall and the crops suffer, there is an 
emerĝicy for the people there.  But 
it does not mean  that there is  an 
emergency of such a nature that the 
cry of “Wolf! Wolf!” should be raised, 
because  if  we  over-emphasise the 
emergency, I am afraid  we may not 
be able to tackle the situation as we 
ought to do.

Let us examine what new situation 
has developtHf' in the country after we
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accepted the Second Plan on the floor 
of this House early this year.  Even 
when the Plan was  being fr̂ ed, 
there were people who were pointing 
out that some of the estimates in the 
Plan were  not realistic.  About  six 
months before the Plan was framed,
I said that the estimate in respect of 
the Steel Plants  were not realistic. 
Even when we were discussing the 
Plan  in  the  various  committees 
appointed by you, it was pointed out 
time and again that a situation was 
developing in the country which we 
would have to take note of.  It was 
pointed out that  the  steel  imports 
were beyond all calculations envisag­
ed in  the  Plan,  that  the targets 
assigned for the cement industry were 
not realistic and that the targets for ‘ 
food production were under-estimated.
It was also pointed out that the price 
situation must be taken care of.  I do 
not think that anything extraordinary 
has happened than what was clear to 
us even when  the Plan  was being 
framed.  What I am driving at is that 
this type of crisis, of which much is 
being made  today, is  a continuous 
process.  In our coimtry, poverty  is 
the greatest crisis and we have deter­
mined ourselves to put an end to it. 
Therefore, we have to face it, not be­
cause an emergency arises today or 
tomorrow, but because these are the 
emergent problems  which we  have 
been pledged to solve in the Second 
Plan period.

In my opinion, one of the obstacles 
which stands in the way is the price 
situation. Let us analyse what is hap­
pening to prices.  In recent years, our 
prices were at the lowest ebb in  the 
year 1955, i.e. last  year.  But, after 
December, there has been a rise.  It 
is not as if the rise has started yester­
day or a few months ago.  They have 
been rising continuously ever  since 
May last.  It was stated at that time 
that depression in prices represented 
a sort of slump in our country and 
prices were not economic to the agri­
culturists.  It was correct.  But, when 
they began to rise, they went on soar­
ing to 376, 397, 409 and so on.  I have

been impressing on the then Finance 
Minister  and  the  present  Finance 
Minister that we must  take certain 
action to stop this rising trend and 
that Government must formulate  a 
policy so that the prices are pegged 
at a fairly stable levek  I know we 
cannot hold the price-line at a fixed 
poinf, but, certainly the Government 
could have a policy  of pegging the 
prices at a fairly stable level.  I was 
told that perhaps 400 would be  ê 
proper level in the conditions existing 
in our country.  But today the price 
level is 433 and odd.  One thing that 
comes out very clearly from this is 
that most of this is  due to  a stu­
pendous increase in the index of our 
food article prices, which have gone 
up from 276 in May last year to 418, 
while  the  index  of  manufactured 
articles has gone up only by about
14 points in a year and a half. Actual­
ly, the index of manufactured articles 
is somewhat lower today than it was 
in August or September this year. So, 
when we talk of price level, we have 
to see as to where actually the prices 
are increasing and where action has 
got to be taken.

I was very glad to read the state­
ment of the Finance Minister and the 
Prime Minister in the last meeting of 
the National  Development  Council, 
that if we solve the food problem, the 
Plan will perhaps, take care of itself. 
I fully agree with that view and  I 
think it is necessary that every step 
should be taken to see that food pro­
duction  increases.  If  the  present 
prospects of the crops are any guide 
and if we do not have any untoward 
happening, I am sure the food situa­
tion will be much better when the 
next crop comes.  I, therefore, do not 
want to take a pessimistic view, Dui 
I would suggest very humbly to  the 
hon. Finance Minister that every step 
should be taken to increase the  fooa 
production  and  allied  agricultural 
production.  If we do that, we will 
have solved a major hurdle which is 
coming in the way of the implemen­
tation of our Plan.
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The second  problem  is  that  of 
foreign exchange resources.  I  must 
say that we were acting rather com­
placently during the last three or four 
years.  It is a fact that in some years 
we were  not  able  to  utilise  our 
normal sterling releases and in order 
to utilise them the import policy was 
liberalised.  Even at  that  time,  I 
pointed out  at the  meeting of the 
Import Advisory Council and  other 
forums that we should not take  a 
complacent  view  of  our  foreign 
exchange resources, because in  the 
next Five Year Plan, we were bound 
tôneed them  and  therefore,  steps 
should be taken not to fritter them 
away.  There also, it is not a new 
type of emergency. It is an emergency 
which has arisen because we  have 
imported a large amount of  capital 
goods and also of steeL  My friend, 
while speaking from that side, hinted 
that perhaps we have imported much 
of consumer goods.  I can say that 
that is not a correct statement  We 
have not frittered away, particul̂ly 
in this year,  very large  funds  cm 
importing  unnecessary  consumer 
items.  Most of our expenditure  has 
been on capital  goods or steel and 
some  on  cement.  But,  that  was 
inevitable, and, in a way I am glad 
. that we  have  imported  machinery, 
capital goods and steel at a time when 
we needed than, when the interna­
tional crisis was threatening to cut off 
our sources of supply.  Perhaps, we 
have some stock piling—although it 
has not been built up from the point 
of view of stock piling—but I am sure 
it will help us to tide over  the diffi­
culties  which we  might  face as a 
result of the  blockade of the Suez 
Canal.

I do not think that we have pursu­
ed the promotional activities to deve­
lop our export trade with the vigour 
we  ought  to  have.  About  seven 
months back, at the time of the last 
meeting of Export Advisory Coimcil, 
it was suggested that we must have 
an Export  Investigation  Committee 
which will report to the Government 
as to what are the items in which we

can develĉ our exports, which are 
the coimtries where we can develop 
and the manner in which we can eapi 
larger  foreign  exchange.  Although 
we hear now and then that some p̂ - 
son was approached to be the Chair­
man  of  the  Committee  or  some 
individuals have been approached, the 
constitution of that Committee  has 
not yet been announced.  If there is 
an emergency, it is measures of this 
type that should be adopted urgently.

On the import side also, although I 
have said that we have not frittered 
away foreign exchange unnecessarily 
on  importing  consumer  goods,  1 
believe that there is scope for reduc­
ing our imports of certain items.  The 
Finance Minister has increased  the 
import duties on certain items.  He 
has also placed excise duties on items 
like  motor  cars  with  a  view  to 
inhibiting the import of scwne of the 
items. I think that that is not enough. 
I think the Government should ̂ pply 
their minds to see that we reduce the 
import content of at least some of the 
items.  I am one of those who believe 
that this can be done.  Given proper 
care, I think we can reduce imports 
by Rs. 30 or 40 crores per year.  It 
is not difficult to prepare a list  of 
such items. I do not agree with those 
people who  dub this  solution as a 
very easy or a facile solution. I think 
it can be done if our exchange posi­
tion requires it.

During the  course of  the Short 
Notice question,  it has  been stated 
that there has been a depletion  of 
the Sterling  area’s gold  and dollar 
reserves to the extent of 300 million 
dollars.  We are also drawing on the 
sterling  reserves  rather  heavily so 
that ultimately Rs. 150 crores remain 
there for us to reach our minimum 
level of  holdings.  I would  like to 
know from the Finance Minister as to 
whether this depletion of the gold and 
dolar reserves of the Sterling area is 
not going to affect the value of our 
sterling assets.  It may  be that  the 
Sterling may be devalued.  I am not 
making any forecast.  I am  sajong 
this only on the basis of this depletion 
of the reserves.  If the reserves go on
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depleting, it is quite likely that some­
thing will have to be done about the 
Sterling. If that happens, what would 
be the position of our holdings with 
the U.K. Government?  I would like 
to know if the Finance Minister has 
approached  the  U.K.  Government 
with a view to getting any assurances 
on that point.  I would like also to 
know if the Finance Minister is mak­
ing efforts to see  that we diversify 
our  holdings  of  foreign  exchange. 
Today we  are holding  almost  our 
entire foreign exchange assets in one 
country.  Could we not hold them in 
the U.S.A. and in other coimtries, the 
curr̂cy of which is more soimd than 
that of the U.K. at the moment  It 
may be that the Sterling has been a 
sound  currency.  If there  is  some 
danger of its coming to grief, I think 
it is time that the Finance Minister 
did something in order to obtain the 
necesary assurances so that our hard 
earned foreign assets are not depleted.

As far as  foreign resources  and 
foreign capital  are  concerned,  the 
Finance  Minister is  perhaps rightly 
thinking that we can obtain them in 
substantial degrees from some of the 
foreign  countries.  In  the  brilliant 
speech he made at the latest session 
of the Associated Chamber of Com­
merce, he held out certain assurances 
with which I agree.  If you are going 
to import foreign capital, we have to 
reassure the persons who are going to 
export their capital  to this coimtry. 
But, I want to tell him even at  the 
point of  being  misunderstood  that 
Chve Street does not reprsent  the 
new foreign capital that he is pinning 
his faith on.  I think  Clive  Street 
represents a sort of fossilised, crusted, 
vested interest in this coimtry.  If he 
is going to place his faith on Clive 
Street, I am sure he is going to  be 
disappointed.  The  tjT)e  of  foreign 
capital that is  likely  to  come will 
come from concerns in foreign coun­
tries with which bilateral negotiations 
will have to be conducted.  I know 
this is the policy of the Government. 
But, more than that, foreign capital

will come to this coimtry seeing what 
our Government does to the capital of 
this country.  It is from that point of 
view that the House should judge the 
financial  proposals  that  we  have 
before us. From that point of view, 
I believe that the provision in the Bill 
for depositing  reserves is  going to 
have a  disheartening effect  both on 
indigenous as well as foreign capital. 
It is all right for the Finance Minister 
to say that in the new  context of 
things, we cannot lay much hope  of 
individual savings, but we will  have 
to depend more and more on corpo­
rate savings.  It may  be true to  a 
point.  But,  even ĉorporate saving 
depends on individual saving.  I think 
that  the  Finance  Minister  should 
examine very carefully the tyi>es  of 
new incentives that he may have to 
give, special types of incentive with 
a view that  capital  comes  to be 
invested  in  industries  which  are 
desired most.  I think it is high time 
that a system of  new incentives  is 
worked out.

13.28 hrs.

[Mr.  Deputy-Speaker  in the Chair}

I cannot in the one  or two minutes 
at my disposal  elaborate that point 
But, the fact remains that if capital 
is to  cwne  for  new  enterprises, 
although it may come from corporate 
savings,  in  the  ultimate  analysis, 
it will have  to  come  because  the 
individual wants to invest  If  the 
individual  wants to invest,  he will 
have to have some incentives. I think 
the Finance Minister should examine 
this proposition very carefully if he 
is not to  get  disappointed  in  the 
implementation  of the  Plan in the 
private sector.

As my time is up. I will only refei 
to that  clause in  the  Bill  which 
provides  that 25  per cent,  of  the 
accumulated reserves and 75 per cent, 
of the current reserves will have to 
be deposit̂ with the Government.  I 
do not want to elaborate on that point 
because the Finance Minister knows
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my point of view as I had elaborated 
it at the Party meeting. What I would 
like to say at this moment is that this 
attitude of taking power to levy taxa­
tion upto a certain ceiling is not a 
very salutary one.  I know that  the 
present Finance Minister himself was 
vehemently against the delegation of 
authority,  I remember some debate 
when I was not in this House and 
when he took up the cudgels against 
this kind of delegation of authority. 
After all, what are we doing here? 
We are being asked to accept the 
principle that  Government  may ask 
the companies to deposit up to 75 per 
cent of their current reserves with 
Government, but in the Bill power is 
being taken to  deposit  only 50 per 
cent. That means that whenever the 
Finance Minister likes he will ask the 
companies, without reference to this 
House, to deposit 75 per cent. Simi­
larly with regard to the 25 per cait., 
I understand the power is not going 
to  be  exercised  immediately,  but 
whenever  he likes  he will issue  a 
fiat on the companies and ask them 
to deposit 25 per cent, of their accu­
mulated reserves.

The same thing is being done with 
regard to some of the taxes.  The 
same thing was done in regard to the 
excise duties on cloth.  I think that 
it is the abrogation of the right of 
this House that proposals of this type 
should be sanctioned.  I think there 
should be no difficulty for the Finance 
Minister to come  before the House 
whenever he  wants to  change the 
percentage or  the rates of the tax, 
point out  his  case  and  take its 
sanction.  What are we doing here?
* It comes to  this  that  the Finance 
Minister is asking the House to accept 
a particular principle. Supposing this 
year  the  Finance  Minister  came 
forward with a Bill that the Govern­
ment will have  the power  to levy 
income-tax  at  whatever  rate  the 
Finance Minister may choose, certain­
ly the  House will refuse to gremt 
that kind of power to him, but it is 
a similar kind of thing that is sought 
CO  be done here under  these provi­

sions. I am sure the Finance Minister 
will himself see the reasonableness 
of what I am saying.

My friend Shri Somani has referred 
very ably to the difficulties that will 
be there in  the  operating  of this 
clause.  I will appeal to the Finance 
Minister that while framijig the rule? 
he should make them in such a way 
that the companies which are utilis­
ing these reserve funds for their day 
to day working for  the day-to-day 
renovation of  the  companies,  who 
have  borrowed  from  banks  or 
financial corporations set up by the 
Government itself at  high rates  of 
interest, should  have  no  difficulty. 
I think the Finance Minister knows 
much more than I do about the work­
ing of companies, and I am sure that 
when he makes the rules he will take 
all these difficulties into consideration 
so that there may be no unnecessary 
red tape or unnecessary hold up.

Industry is  really  afraid  that if
*  these sums are deposited with  Gov­
ernment,  it will  take months  and 
years to get them back from Gov­
ernment  I  know  from  personal 

'  experience that  when  the  E. P. T. 
amounts used to be deposited with 
Government, the condition for refund­
ing the amount was that the person 
concerned had to inform Government 
that he had placed an order for  the 
machinery which will cojt so much 
amount,  and therefore  the  amount 
should be  refunded.  Even  then  I 
know it took years to get the amount 
refunded.  A  much  more  difficult 
situation will arise in the operation of 
this particular clause, and I am there­
fore requesting the hon. Minister to 
see to it that these difficulties do not

I will refer lastly to this question 
of prices to which I made a reference 
in the beginning.  The levy of excise 
duties on textiles  has had the effect 
of  perhaps  keeping  the  prices  in 
check, but what  has been the cost? 
The cost has beea inhibition of  the 
demand.  In a poor country where it
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is one of the purposes of the Plan to 
increase the standard of living of the 
people, you take measures by which 
that very objective cannot be fulfilled 
That is, you do not allow them  to 
obtain an additional yard of cloth.  I 
do not think you can claim that what 
you have dojie has been crowned with 
success.  Therefore, the solution  to 
our problem is not inhibiting demand 
by  creating  conditions  where  the 
purchasers cannot buy the goods, but 
the solution is to increase production.
I can claim  that  there are  lines in 
which production  can be  increased, 
particularly  lines  such  as  textile 
manufactures.  On t̂je one hand we 
get worried because prices are soar­
ing.  On the other hand we do not 
allow production to be increased, and 
thereby h\irt the same man for whom 
the Plan is  supposed to be  frzimed. 
Therefore, I would urge that the Gov­
ernment  should  see  to  it  that 
wherever production can be increased, 
particularly in lines which are badly 
needed  by  the  comman  people, . 
nothing should  be done  to hinder 
production.

Shrimati Renu  Chakravartty:  The
financial proposals  by  the  Finance 
Minister have raised a furore and we 
have heard for the last two days the 
opinion generally of the big financiers 
and capitalists and also its echo from 
many Members,  especially  Congress 
Members.  We  welcome  the  direct 
taxation measures  proposed for  the 
simple reason that we have felt for a 
very long time  that the time had 
come for the Government to give up 
its policy of making the poor people 
pay for the development of the coun­
try on the plea that this is a country 
of poor people and therefore the poor 
must bear the brunt of it, because it 
is clear, and it has been stated also 
in the Planning Commission’s Report, 
that in a period of such large outlays 
it is natural  that the  rich become 
richer.  That is self-evident.

Another point which I think  has 
escaped notice is that during the First

Five Year Plan itself it has been stat­
ed clearly in  the review  that the 
private sector often went in for such 
mdustries  which  gave  them  quick 
returns. Therefore it has become very 
necessary to channelise the priorities 
of developmental works.  And that is 
why the depositing of reserves is very 
necessary not only from the point of 
view of revenue or from the point of 
view of  having  finance  under the 
control of Government, but also for 
channelisation of the  priorities  for 
development.

You may  remember that in 1954 
during the discussion of the Budget 
of the Finance Ministry it was Shri' 
K. K. Basu who for  the first time 
raised this question of the necessity 
of having these reserves deposited.  I 
also remember that during the Budget 
of 1955 I myself had again suggested 
it.  I am glad that the Finance Min­
ister has taken this up even though 
late, and although it has created  a 
furore in the business circles, I think 
it is necessary that planning must be 
able not only to  have  control  of 
finance to a certain extent, not only 
to be able to use it, but also be able 
to give even the private sector certain 
priorities along which they will have 
to build up the Plan.  That is why as 
far as the depositing of reserves  is 
concerned, on which I will say more 
a little later, I welcome it.

Up till  now  taxation  has  been 
generally  on  the  poor,  although 
during the last  Finance Bill  there 
were  certain  taxes  on  dividends, 
bonus shares etc.  But even the last 
taxation has  been on cloth,  and in 
the countryside  if we  compare the 
taxation that has  come on the poor 
man from 1939 till today, I think it is 
something like  200 per cent, more 
than what it was earlier.  We hear 
about  betterment  levies,  we  hear 
about  excise  duties  on  so  many 
necessary things.  All this has mount­
ed up and has been a great burden 
on the comman man.  Therefore, it is 
necessary that,  as Prof.  Kaldor has
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said»  while  inevitably  a certEun 

amount of indirect taxation has to be 
upon the masses of the people, it has 
to be complemented  by an efficient 
system of progressive taxation on the 
minority or the well-to-do who, he 
has very rightly  pointed out,  wily 
number about one per cent, of  the 
population.  Without that the rise in 
the expenditure  of  the  Plan  will 
inevitably increase the wealth of the 
richer classes disproportionately, and 
the distribution of the budren impos­
ed on the community at large wiU be 
contrary to the sense of justice and 
equity of a democratic society. There­
fore, I feel that both of these  pro­
posals  for  direct  taxation  are 
welcome.  Now,  the  argument  has 
been that the yield from direct taxa­
tion is not much and, therefore, it is no 
use really  goir.g in for this kind of 
taxation.  The Finance Minister him­
self has made the statement that if 
all people pay the taxes which they 
are supposed to pay, then he would 
be able to  increase the  size of the 
Plan.  But, as far as the general run 
of the people in the country is con­
cerned,  they  have felt  that  this 
eternal argument ihat direct taxation 
is going to yield  only a very small 
amount is not due so much to  the 
fact that the taxable income is  not 
there as to  the /act  that there  is 
evasion.  And we are glad that what 
the general run #f the people has felt 
has now  had a certain  amount of 
expert  backing ; in  what  Professor 
Kaldor has  said;  in  his  proposals 
regarding direct taxation, he has said 
that Rs. 100 croEs can be obtained 
over a period if Ke are going in for 
direct taxation.

Now, capital ̂ ains tax is only one 
of the proposal? that he had made. He 
has an integrand system of gift tax, 
expenditure tak and  various  other 
taxes, and I ho>e that  Government 
will see that thisiintegrated system of 
taxaticHi is also Jbrought to bear in 
order to raise tie resources for our 
Plan, ,

I shall take up first the  capital 
gains  tax.  Thl>  Taxation  Enquiry

Commission had stated that although 
at a certain  time this  mî t be an 
eminent and suitable  method of tax­
ation,  yet at that  time  they  had 
thought that  that was  not suitable, 
and the time  had not come.  But  I 
think it is necessary to remember that 
that was a time  of  falling  prices. 
Today, it is  not a  time  of falling 
prices; the prices are shooting up; and 
further,  the profits  are also  fairly 
high, and in the share market, the 
shares are  quoted  fairly  high-  So, 
from aU these points of view, I would 
say that it is in keeping with  the 
times that we should have a capital 
gains tax.

Actually, people have said that very 
little of this tax actually is anti- 
inflationary in character.  I feel that 
it is necessary to realise the implica­
tions of its anti-inflationary character. 
It is argued in certain quarters that 
this tax had hardly any anti-inflation­
ary  effect,  since  the  consimGLption 
expenditure of those on  whom the 
incidence of this tax falls does not go 
up relative to the  increase in total 
income.  Such an argument overlooks 
the fact that the consumption expen­
diture of the particular strata might 
not go up in relation to the increas­
ed incom’e,  but such capital gains do 
certainly enable them to speculate in 
commodoties in the market, thereby 
raising the  prices  still  higher and 
making  consumption  costlier  for 
others.

As a matt̂ of fact, only yesterday, 
Shri Asoka Mehta had pointed out 
that certain  speculations had  taken 
place even  prior to  the  Minister's 
statement in the House regarding the 
new financial proposals.  As a matter 
of fact, I tried to find out what  the 
position was,  but I  have not been 
able to find out very much; but this 
much is sure that there was a largo 
play of money in Indian Iron shares. 
From Rs. 12 lakhs  worth of shares, 
they have made a profit of something 
like Rs. 50 lakhs.  It is necessary to 
find out from what source they  had 
obtained the information, and whether 
there had been  leakage.  But  this
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much remains definite that as far as r 
speculation goes,  there is a  great 
amount of money  î ch is playing, 
and \̂ ĉh should be mopppd up.

Regarding the exemptions that have 
been ̂ ven in this Bill, if we compare 
ihem with what obtained at the time 
of the old capital gains tax, certainly 
we> find  that  there  are  certain 
improvements.  For  instance,  the 
ceilihg of exen̂tion has been reduc­
ed̂ and  now,  it has  been  put  at 
Rs. 15,000. We know that Professor 
KaWar did say that in a poor coun­
try like India,  the rate  should  be 
lower than what is now cc«ning  into 
esdstenĉ  But I  beUeve that  the 
reaAOH for it is possibly this, gamely 
tĥ neither have we got an integrat­
ed ̂system of direct taxation nor have 
ŵ ’been able to plx̂ the loopholes 
ttiat  are  there in  evasion.  So, if 
thepfe is a difference between the rate 
of taxation on capital gains and that 
on income by  way  of  income-tax, 
thîe will again be a huge area from 
ŵich people who are most ingenious 
in evading wiU be able to get away 
by not paying taxes.

I do feel that in a poor country 
like ours, we should keep to the slab 
rate, and, therefore, the computation 
that has been made on the slab rate 
of  income-tax  under  the  existing 
I circumstances is a good thintf.

Here, I  would like  to  ask why, 
again, we have stuck to Mr. Liqat 
Ali  Khan's  exemptions  of  wills, 
bequests and gifts.  For, what  has 
been our e3q>erience, as far as  the 
estate  duty  is  concerned?  Our 
experience has been—although it has 
never been admitted on the floor of 
th6 House, and we have been replied 
to in  a  very  jovial  manner  that 
enough people  have not  died and, 
ttierefore, there has been no question 
of having a larger return by way of 
estate duty,  yet  everybody knows— 
that a large  number of people who 
are able to pay and who should be 
able to pay this  tax evade this tax 
^d wiU be evading it on accoimt  of 
tiie existence of this clause relating to

exemptions for gifting away.  There­
fore, we feel that these exemptions 
for wills, bequests and gifts will be 
another source through  which  the 
tax-payer wiU now escape.

I now come to coparcenary property 
partitions.  It is quite true that there 
is the small man, and the middle- 
class man whom we want to exempt. 
We do not want that there should be 
no exemption to them, because they 
are the people who have always been 
hit hard; even in regard to income- 
tax it is the professional classes, and 
the middle-classes that have had to 
pay very  conscientiously, and have, 
therefore, been hit very hard, while 
those who are best able to bear, that 
is, the big capitalists, have been able 
to get away  with it,  because they 
have tlieir ingenuity, ttey have their 
money and  they  have  their social 
influence by which the/ do so.

In regard to coparcenary property, 
there is one point that I should like 
to mention.  In the l£st few years, in 
Calcutta,  we have been noticing that 
in the Bara Bazar, a? we call it, which 
is guided by the Mitakshara system— 
the people there are not Bengalis; we 
Bengalis are guided  by the Daya- 
bhaga system—the people have gone 
in for partitions, because they have 
seen  that  even  according  to  the 
income-tax  slab rat̂  the rate  for 
coparcenary property jointly taken is 
a much higher slab-nte than if they 
had partition.  As a matter of fact, 
I could quote the ciee of Mr. Birla, 
for instance.  He  hid a  very  big 
property there; he Ud one very big 
house there, which hehas now donat­
ed to the nation.  Bit if we see in 
Woodlands,  in Alipow and various 
other parts in Calcutta his sons,  his 
daughters-in-law,  hiS: daughters—̂in 
fact, everybody has t house of his 
own—it may be not ahouse, but even 
more than  one  hoiije.  They  have 
divided up the large property, a very 
fine piece of property, so that they 
can escape certain firiuicial taxation 
slabs.

So, I  feel that  e*ren  for  these 
exemptions,  some sttt of slab-rate
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should be introduced,  or some such 
thing should be done so that  this 
method which is being adopted before 
our very eyes may be put an end to.

Now, reg£U!xiing the restriction  on 
losses to be set off  against  capital 
gains tax, in the earlier capital gains 
tax it was limited to six years.  Now, 
it is giong to be allowed indefinitely. 
Now, this House itself knows the way 
that the Bharat Insurance Company’s 
transactions  had  taken  place,  how 
mala fide losses had been made  to 
cover up  actual gains,  and so on. 
These are certain very balatant cases 
which are there before us, and which 
raise doubts in  our minds  whether 
our machinery will be able to stop 
these loopholes that are already there, 
and will be able to gain the maximum 
amount  which  we  want  for  the 
treasury through this direct taxation.

Now, I would like to point out one 
weakness in the  Finance  Minister’s 
speech, and that is, that nowhere has 
he stated that he is going to tighten 
up the whole machinery for the pur­
pose of collecting these taxes.  The 
revenue-collecting machinery that has 
been defective in the past has got to 
be tightened up.  We have to find 
out ways and means of how we are 
going to do it.  I have read through 
the Finance Minister’s  speech,  but, 
unfortunately, I have not been able 
to be assured on that point.  If such 
tightening were not to be there, then,
I am sure, again, after a few years, 
he shall have to come forward before 
this House and say that  the capital 
gains tax has not  yielded what we 
had thought it would yield, and we 
shall be having the same reply as we 
had in respect of estate duty, namely 
that it  was  only a  very  nominal 
amount that could be collected.

Of course, I realise the difficulties. 
The difficulties are there, because we 
have  to  contend  against  a  very 
ingenious set of people.  There are 
various  fictitious  transactions  that 
take place, which I need not enumer­
ate here, because  everybody  knows 
about them. 1 know it is very difficult

to find out the  difterence .between 
speculative  income  and  genuine 
investment.  These are very difficult 
to define under the present Act

I feel that there is a necessity to 
reform  the  Stock  Exchange  Act 
There are large amounts of money 
which have been used for speculation. 
All these things have to be gone into.

Regarding d̂>ositicHi of reserves, I 
would like to say, as I said earlier, 
that this is very important not only 
as a method of getting some money 
in the hands of the Government but 
also as a very important strategy in 
order to be able to channelise  the 
reserves in the way that the country 
and the nation want.  If we review 
what has been stated in tiie First Five 
Year Plan, we will be able to dearJy 
understand why it has bê necess­
ary, because the Plan also envisages 
a certain priority and a certain type 
of development even for the private 
sector.

Now, deposition has not been made 
compulsory.  'Die Finance  Minister 
has  proposed  that  in the event  of 
failure to deposit the reserves, depre­
ciation allowance  and  developm«it 
rebate would be charged* to tax.  We 
do not know yet whether this pres­
sure would prove sufficiently deterreit 
to non-compliance.  In view  of  iiie 
fact that large deductions are  now 
made in  income-tax  in  respect of 
these items, it can perhaps be hoped 
that this  pressure,  wedded  to the 
inducement to deposit in the form of 
fixed rate of interest, would achieve 
the desired purpose.  But even here 
we wiU have to wait and see how far 
this  voluntary  deposition  will  b# 
successful.

But I do feel also that it is neces­
sary to soimd a note of warning.  Th» 
governmental  machinery  up  till 
now has been full of red-tapism. The 
Finance  Minister  has  given  tho 
assurance  that  he  will  have  a 
mechanism  which  will  expedite 
matters.  We want to see that thfe» 
depositions of reserves are utilised! to 
the best efiPect and that they are not
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lying idle somewhere, when they are 
badly needed else-wiiere, either in the 
private sector or in the public sector 
and that it is almost next to impos­
sible to get that money in time,  in 
order to build up the industry itself.
Therefore, this point has to be taken 
into consideratictti.  Seeing the  way 
that the  nationsilisation of insurance 
has taken place, naturally very many 
people are very much afraid of this.
Therefore,  although  I  support  the 
provision  regarding  deposition  of 
reserves, I would like to state that it 
is necessary that the Grovemment sees 
to it that the machinery functions in 
a satisfactory manner.

Regarding the dividend tax—̂there 
was  a  dividend  tax  earlier  also, 
during the last  Finance BiU— feel 
that the progressive rates of tax on 
higher dividends are justified on the 
ground that they provide an incen­
tive to ploughing back of shares into 
the industry. But it would have been 
better if instead of actually putting a 
tax on it, some sort of limitation of 
dividends had been laid down.  We 
had been proposing it all along and 
we still îî k that  that is a better 
way of tackling the matter.  I say 
this because the taxing of dividends 
can, to a large extent, be defeated by 
the issue of bonus shares.  It is true 
that bonus shares sire also taxed, but 
the outlook for individual companies 
will be  governed  by  whether  the 
balance of advantage lies in agreeing 
to pay bonus tax in a limip sum and 
reaping the resultant saving in divi­
dend tax over a number of years.

As a matter of fact,  it was very 
interesting to read what the States­
man of December 9, 1956, had to say 
about  what  we  have  been  think­
ing and discussing amongst ourselves.
Almost the next day, we saw in the 
Commerce  and  Finance  column of 
the Statesman the following:

“Hopes  that  the  proposed 
enhanced levy on company divi­
dends would induce many lead­
ing  joint  stock  enterprises  to
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issue bonus shares brought short 
covering and equity values during 
the  week  recorded  a  smart 
recovery from the  worst levels 
reached in the immediate post­
Budget sessions”.

Then it goes on;

“The decision of the  directors 
of  the  Century  Spinning  and 
Manufacturing  Co. Ltd. to issue 
bonus shares in the ratio of three 
to two  strengthened  the  belief 
that companies  that have  been 
adopting  a  conservative  policy 
with regard to  issue  of  bonus 
shares might reverse their policy 
in the context of enhanced divi­
dend  tax.  Some  shareholders 
were  inclined to  feel  that the 
proposed additional dividend tcix 
might not be as  severe  as w£is 
originally thought  out to  be, at 
least in regard to certain leading 
companies quoted on the Slock 
Exchange”.

Then it goes on to talk about  the 
Hindustan  Lever issue  being over­
subscribed* and so on and so forth to 
show that the  financial  week  has 
been quite buoyant  and  not at all 
deflated.

Talking about reserves, there have 
been large reserves.  This point has 
been made over and over again.  I 
was only the other day looking into 
the question of reserves in the Report 
of the Plantation Inquiry Committee. 
This is what the Report says;

“While  paid-up  capital  has 
increased by 18 per cent., general 
reserves have  increased  by 131 
per  cent  and  other  specific 
reserves by 425 per cent.............

It also says that  actually the area 
under tea has not increased, nor have 
the real assets.  Therefore, I feel that 
the controlling of these reserves  is 
well justified.

I have taken  quite some time.  I 
would have liked  to say  something
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about the 23-A companies which are 
actually  private  limited  companies 
controlled by a few  persons.  This 
type of companies does not belong to 
any exceptional  category.  Actually 
statistics  that  have  been  collected 
show that out of 4,589 private com­
panies  assessed to tax,  data  were 
available for  only 3,005  companies 
and 86 per cent, of the latter belong­
ed to this category.  From this  the 
Taxation inquiry  Commission came 
to the conclusicHi that private com­
panies are,  by  and  large,  of  the 
nature of closely-held corporations. It 
was  proved  on the  beisis  of  the 
ownership of shares according to the 
actual registered shareholding in the 
companies.  The Report of the Com­
mission says:

“It  is a  matter  of  common 
knowledge that in a  number of 
such companies,  large blocks of 
shares are held by groups of close 
relations”.

If these could be traced and establish­
ed, the  number of 23-A  companies 
would swell enormously in not only 
the private but  also public  limited 
companies, and may be, that the tax­
ation which will now be imposed on 
these 23-A companies will yield more 
than what we are  thinking that it 
will yield.

I forgot to mention one point while 
I was talking about  the exemptions 
given under the  capital  gains tax 
scheme.  We  are  now  exempting 
foreign companies which are going to 
sell out to 100 per cent. Indian com­
panies.  When we  go  through  the 
Report  of  the  Plantation  Inquiry 
Committee, we find that actually very 
high and inflated  rates  have  been 
charged by the Europeans selling out 
to Indians.  As a matter of fact,  it 
says:

**The sale  price per  acre for 
sales of estates in Madras State 
which were effected betweei 1946 
and 1951  averaged Rs. 2,111 and 
for the  year  1954 to  Rs. 4,084. 
The figures  for  T. C. State for 
1946 to 1952  were Rs. 2,025 and 
for the year 1954, Rs. 1,713.  In

recent sales of estates of sterling 
companies,  in  some  cases  the 
price per  acre was  as  high as
Rs. 3,000.........The prices paid in
some of these cases were exces­
sive leading to all the bad conse­
quences  that  usually  followed 
from over-capitaUsation”.

Here exemption has been made. On 
the face of it, it looks that  induce­
ment should be given to the selling 
out of European concerns in India to 
Indian companies.  But  when  this 
process is taking place, Europeans are 
selling out to Indians  at very high, 
over-capitalised rates it is only right 
that they too should be made to pay 
the capital gains tax and not escape.

Lastly, I will say one  word about 
excise duties.  We  are  aware  that 
there is an almost continuous increase 
in  imports  and  that  oiu*  foreî 
exchange has  dwindled.  Therefore, 
in the sphere  of trade  policy,  the 
Government has to embark t̂ n  a 
rigovous  import  cut  of  all  non- 
esse.itial commodities.

It is true that we also welcome the 
excise duty on luxury cars.  But we 
were reading  what  certain  people 
were saying  in the papers.  It  is 
said:

“The  stiff  excise  duty  of 
Rs. 3,000  on  luxury  cars  can 
hardly be squared with the Gov­
ernment’s decision to permit the 
manufacture of big cars”.

14 hrs.

I feel that what the country needs 
today is not luxury cars but rather 
big trucks and utility cars and our 
development demands the puri)oseful 
utilisation of each unit of productive 
capacity.  I feel that this is a correct 
thing that we should have done.

Regarding other taxes, there is only 
one small point about rayon which  I 
want to  mention.  Although  in our 
parts rayon is regarded as a luxuary 
article  and we were very much hit 
by the indircet taxation on cloth,  I
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believe, in this part of the country, 
that  Delhi and other parts of Pun­
jab, the middle classes also utilise a 
lot of this rayon, and, may be, this tax 
will hit them.  As far as our parts 
are concerned, it is not excessive.

As regards other  excise duties,  I 
think,  we  have  to  accept  them 
because  in  the  context  of  the 
emergency that is developing, it  is 
only necessary that those which are 
essentially luxxiry articles should be 
taxed.

Again, I say that we welcome this 
with the proviso that unless we plug 
the loopholes and stop the gaps tnai 
remain within the  exemptions  and 
the way the Capital  Gains Tax and 
the deposit reserves are going to be 
utilised, I am afraid the results may 
not be what we like them to be—the 
maximum  amount of  resources  as 
well as the possibilty of channelising 
these resources—̂in stepping  up  the 
purposes according to Plan.
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 ̂ W   ̂fOT ^

 ̂   qr ii+H'tqt ^
"̂5 I  ̂?rr5f

 ̂ qx w   I

^  ^ ?T5n:

f,  ̂  qr ̂   ̂  t,  ̂  ̂ fpsr

 ̂  i   ̂  ̂ ^ '̂t

wft f% t ̂  ?ifr

 ̂  n̂ĵiT
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 ̂T̂  I ̂  ̂  ̂ ^^TRT ̂

 ̂   I TOff ^   ̂  ^

|̂<THI T̂T̂ n̂fiRr̂  t,  ^

f̂ "t  t,  ̂  ^

OT % ?T̂   r  ̂  ̂ ^

TT FTP̂ t,

 ̂  ̂  ̂  ̂ rTT̂ 1  ̂I fT 

?5IK̂   ̂   ̂  ̂ T̂ «TT

 ̂ T  ̂ «IT  5HR W  ^

 ̂  I ̂  ^

 ̂   ̂   ̂ ̂ \

 ̂ *PTTT î̂d] f 
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Shrimati Renu Chakravartty: I may
just request the hon. Member to speak 
in English because I am sure the hon. 
Finance Minister is not able to make 
out any of the very good points that 
the hon. Member is making.

The Minister of  Finance and Iron 
and Steel (Shri T. T. Krishnamachari): 
T think the hon. Member should not

ask for it,  because  my  hon. friend 
wants to spare me all the trouble.

Pandit Thakur Das Bhargava: Sir, I
am  very sorry that, as a  matter  of 
fact, whatever has  been said  by me 
has fallen on deaf ears.  I do not mean 
to say that the hon. Minister does not ‘ 
know any ot these  points  already. 
When  Shrimati Renu Chakravartty 
was speaking in English, she made 
practically the same points.  So far as 
these points are concerned, I would 
request my hon. friend, the Minister 
not to make a complaint against me 
that I am speaking in a language which 
he does not understand.  At the same 
time, I would request him to consider 
all these things dispassionately and to 
work upon these principles which  I 
have put before  him.  I  will  now 
speak in English.  In saying all this I 
am rather not coming directly to the 
provisions of the Act and I want to 
add one thing more.

Two or three days ago the  hon. 
Finance Minister  said  that  he  is 
Robinhood.  I like that expression. I 
wish he were a real Robinhood so that 
he would take the money from the 
richer people and give it to the poorer 
people.  That is what he claims.

An Hon. Member; He will not do 

that.

Pandit  Thakur  Das  Bhargava:  I
would ask  him to  kindly  consider 
what he has done since he has assumed 
charge.  First of all, he taxed cloth. 
If he would have arranged it in such 
a way that the poor people would not 
be hit and he would have taken all 
the money from the richer people. I 
would have had no complaint.  The 
second act of his is that he brought m 
the law for declaration of important 
articles in the Central Sales Tax.  In 
spite of my humble request that he 
should declare at least food grains as 
an important article, he did not agree 
to it.  I am glad that he took some 
powers for Government to see that in 
proper cases he might do something.
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I do not know whether he will do it. 
After all, the State Governments are 
too  strong  even  for  the  Finance 
Minister, though the Constitution has 
given the Centre powers by which they 
can certainly influence the State Gov­
ernments.  In that case also, a diffi­
culty is that with the soaring prices, 
so far as the poorer people are con­
cerned, they are very much affected. 
I am anxious that in the Second Five 
Year Plan, as I have stated some time 
before, if you can arrange your taxes 
m such a manner that the poorest in 
tne* land, about whom another Minister 
said that they earn five annas a day— 
practically they are  just  like  sub­
merged people and cannot have a pro­
per, normal existence in the country 
—can be made immune  from  such 
taxes, I will go the whole way with 
the Finance Minister in imposing any 
taxation.  After all, when the House 
has accepted the Second Five Year 
Plan, the Finance Minister is perfectly 
entitled to come here and say “You 
0va me the money, otherwise it is 
impossible”.

Some time ago he said that it would 
be a misfortune for the country if the 
Second Five Year Plan is not put into 
practice.  I fully agree with him and 
assure him that the entire country is 
one with him and we will ̂ make all 
the sacrifices that he asks us to make, 
but at the same time if he wants to 
Met the sacrifices made by the poorer 
section of our people I will certainly 
not agree, and I will ask him to devise 
measures by virtue of which he can 
see that this indirect taxation, which 
hits the smallest in the land, need not 
be resorted to.

Coming to the provisions of the Bill,
I should think that the first change 
that I find is that instead of the words 
“sale, exchange or transfer” the words 
are “sale, exchange, relinquishment or 
transfer”.  I would like to know why 
this word ‘relinquishment’ has  been . 
added to the previous  provisions  in 
section 12B of the Income-tax Act.  I 
should think that the word ‘relinquish­
ment’ should not  have  been  added. 
Relinquishment is certainly not trans­

fer and  relinquishment  should  not 
have been taxed.

Secondly, I am afraid that since the 
date is 1st January 1954, the realisa­
tions from capital gains will not be 
very material or considerable. There­
fore, we can foresee that the amount 
of yield will not be much though the 
amount of harassment will be much 
more.  What would happen now? You 
are giving extraordinary powers which 
were previously abused by income-tax 
officers whom you cannot control.  It 
is a most difficult thing of all things 
to fix prices on the basis of the prices 
on 1st January 1954.  In many cases 
the difference will be so small that it 
will be difficult  to  arrive  at  any 
definite result, but at the same time 
the harassment caused to the persons 
who come within the purview of the 
Bill will be extremely great.  Every­
body will be entirely in the hands of 
the income-tax collector and it will 
depend upon him whether he puts the 
tax or not.  Even in the Indian courts 
and other  courts,  from  the  very 
natu;:e of the case and from the very 
nature of these discussions, it will be 
impossible to give justice.  Therefore, 
my himible submission is that this Act 
will give much more harassment than 
it will give good amount of money to 
the fiscus.

I do not understand why some of 
the provisions from the original section 
12B have been taken away.  I fail to 
see  why  in  regard  to compulsory 
acquisition of property, the provisions 
of this capital gain should be attracted. 
After all, we have now changed article 
31 of the Constitution, and the provi­
sions of Act I of 1894, which required 
that 15 per cent, of the market value 
should be added to the market value 
to arrive at a prop̂ valuation, have 
also  been  changed.  What  would 
happen today to those people who got 
compensation in  regard to 
Insurance  Company,  for  instance? 
Those people were very much hard hit 
so far as these companies were con­
cerned, especially the  refugee  com­
panies. T̂ey got practically nothing. 
The year 1954 was a special ŷear  in
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which the prices were, so far as those 
companies were concerned, small, and 
they would be hard hit again.  What 
would happen to all those companies 
which, as a matter of fact,  did  not 
make much money and whose shares 
were not at a fair value in 1954? Why 
this particular date has been chosen I 
do not understand.  I can understand 
some date being chosen; but why 1st 
January 1954?  It was quite proper if 
some option was given to the assessees 
to choose the dates.........

Shri A. M. Thomas  (Emakulam): 
There is the option in regard to the 
prices at which they purchased.........

Pandit Thakur Das Bhargrava: That 
option is of a different nature. Suppose 
the proper price is the  price on  1st 
January 1954.  In the previous BiU we 
had 1st January 1939.  Now we have 
got 1st January 1954.  I want to know 
whether those companies, whose shares 
or properties were at the lowest value 
in 1954, will not be harder hit than 
others.  They will certainly be harder 
hit.  I think such a period should have 
been giveii as would  have been  of 
equal value for all those assessees who 
came within the purview of this Bill 
and choice of dates from out of pre­
scribed  periods  should  have  been 
given to the assessees.

We have  now  been  considering 
about its effect on the Second Five 
Year Plan.  I would only submit that 
the proposition that has now emerged 
is that so far as the yield from agri­
culture is  concerned,  it  must  be 
increased if we want to see the Plan 
succeed.  May I know what measures 
have been taken?  It is all on paper. 
The highest yield which was in 1954 
when compared to what we are getting 
now is certainly smaller—̂we are get­
ting much less yield now, and I do 
not know any specific efforts in that 
regard being  made in the  coimtry. 
That is my complaint.  Even now, the 
land reforms, of which so much was 
in the air, have not been accelerated. 
At the same time, the yield in the last 
season was three million tons less than

what it was in 1954.  I am afraid that 
even  the  fertility figures  are  not 
encouraging.  Last time when we con­
sidered the figures for 1952 or 1953, we 
found that  fertility was  less  than 
before.  Now my humble submission 
is that unless and until we take great 
care to see that we succeed in getting 
more and more grain from the earth, 
our Plan will not suoceed.

When we were discussing the Plan, 
we suggested many measures to  the 
Government to make the Plan effec­
tive.  In this connection I would beg 
of you to kindly reconsider, what was 
said when we took up the question of 
food, and the Government’s policy in 
regard to animal husbandry, in regard 
to cattle, which is even today such 
that we must all deplore that the Gov­
ernment is not doing what it should.

I have been submitting for the con­
sideration of Government that in this 
regard they must change their policy 
and they must have a special Minister, 
if they mean business, for animal hus­
bandry, but they have not done any- 
thmg.  I am . afraid that no effort is 
being made  in this  direction.  The 
Government is sleeping.  Whatever it 
may be doing in other fields the Gov­
ernment is not doing what it should 
in the field of agricultural production 
and milk production.  I can  predict 
that we will be getting more and more 
into  difficulties  unless  we  mend 
matters.  The full attention to greater 
production of cereals and milk pro­
ducts.

I do not  know much  about  high 
policy matters of imports and exports. 
I will not say much about them.  I am 
rather happy that this emergency is 
on account of the import of capital 
goods.  After all we knew beforehand 
that we should require capital goods 
and we imported capital goods.  It is 
very satisfactory.  But, if the imports 

. are in respect of consumer goods, I am 
very sorry.  Whenever you go in the 
country and in fashionable  quarters, 
still there is so much foreign cloth in 
the country.  Even now people are 
using foreign cloth.  It is idle to say
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that the swadeshi and indigenous cloth 
have come to the forefront and have 
replaced the  foreign  cloth  to  that 
extent.  In the country, the climate is 
not such as it ought to be.  Where are 
the emergency measures?  We ought 
to stop the import of foreign cloth.

Shri T. T. Krishnamachari:  If you
stop imports  of  foreign  cloth,  the 
foreigners  would  not  import  your 
cloth.  The export of your cloth  to 
foreign countries could not take place.

Shri A. M. Thomas: It will not be a 
one-sided traffic.

Pandit Thakur Das Bhar̂ va: Ordi­
narily speaking, I do not deny.  We 
heard the hon. Ministers saying things 
about the foreign manufacturers. They 
say: “You give me your articles to us; 
you buy articles from us and in addi­
tion buy something of this and that.”
I know that.  But, then do not call it 
an emergency.  Emergency knows no 
laws.  Moreover  exporters  of  our 
cloth are not necessarily those  from 
whom we import and therefore while 
we may export our cloth we need not 
import foreign cloth in this coimtry.

Shri T. T. Krishnamachari: I agree. 
If that is the criterion, there will be no 
difficulty at all.

Pandit Thakur Das Bhargava:  You
call it an emergency.  But, we do not 
find that in the conduct of the Gov­
ernment.  It does not seem to realise 
that there is an emergency.  There is 
an emergency in this  House  alone.

-  Nobody knows of your emergency.  I 
can assure you that  all our  people 
want the Second Plan to succeed. They 
will make all the sacrifices you ask of 
them  provided  the  Government 
behaves well and conducts  itself  in 
such a  manner as to  show that  it 
realises that there is an emergency. 
The country does  not  know of  the 
emergency.  Even  the  Members  of 
Parliament did not know until these 
two Bills were  brought, that  there 
was an emergency of this kind.

The hon. Finance Minister is a very 
good propagandist.  I do not under­
stand why he does not make the pro­
paganda.  Why does he not go outside 
the country and say that the people 
should behave in a better manner. He 
speaks of austerity here and not in 
the Government.  I would rather like 
the Government  to set an  example 
and lead the country by economising 
the expenditure. There is no austerity 
in the Government departments. There 
are pictures and  dances  and  such 
things going on of an unprecedehtedly 
extravagant manner in the  country. 
Even the diary the Members of Parlia­
ment are  supplied with is  such  a 
beautiful diary that it could not be 
produced in the country except for 
atleast Rs. 5.  Previously there was no 
such diary; or picturesque things like 
this.  The Government should not be 
extravagant.  If it is, it does not mean 
business and it csin hardly be believed 
if it says that there is a great emer­
gency.

Shri  Jhunjlmnwala  (Bhagalpur 
Central); Mr. Deputy-Speaker, at the 
outset I want  to say  that whatever 
taxes are  levied for  implementing 
the Second Plan or for removing the 
poverty of the coimtry are welcome; 
I am not one with the Finance Minis­
ter and the  Government  On  this 
point.  But the mere levy of taxes is 
not going to solve these problems if 
the Finance Minister arid the Govern­
ment do not loô to their own house 
to see  how the  administration  is 
going  on.  My hon. friend,  Pandit 
Bhargava has stated elaborately that 
the taxes are levied to burden  the 
poor people.  You are not realising 
the taxes from the  quarters  from 
where you can easily realise them.

The second point which  he  has 
made out is a very important point. 
You are collecting taxes in the name 
of building up the country and imple­
menting the Second Plan.  But, you 
are squandering  away  the  money 
like anything.  He  gave  instances. 
There  are so  many  unproductive 
buildings being built.  There are so 
many other  instances where  it  is
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easily visible that the Government is 
wasting  money  like  anything.  It 
gives an impression among the people 
that the Government is very rich and 
that it is asking taxes only for its own 
aggrandisement and propaganda  and 

for nothing else.
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I do not think that the Government 
does not want to stop this and im­
prove the administration.  But,  the 
fact that  there  are  still  defects; 
in spite of the best wishes of the hon. 
Finance Minister, he cannot put his 
house in order.  If  that is so,  he 
should see if what he is doing is 
justifiable.

Coming to the Bill,  the Finance 
Minister has said that it is a sort of an 
emergency measure. The usual course 
would have been for this measure to 
be brought after he has placed the 
demands for expenditure before the 
country. The Government should have 
come before us and. said: “In order 
to meet the demands of expenditure 
which we contemplate for the subse.- 
quent year for certain purposes, we 
want so much more taxes.”  But, here 
it is  not  so.  He  says  that  some
emergency has arisen and therefore, 
this measure has  been brought  by 
him at this time of the year.  I do 
not want to dilate on it.  My friend, 
Shri Bansal, has pointed out at great 
length that this is not an emergency 
measure.  This emergency is a con­
tinuous process.  There has been a 
rise in the prices since 1955 and since 
May  and  more  especially  since
December, the. rise in  the  price  of 
foodgrains has been there.  All these 
things were contemplated even before. 
We had thought that such steps would 
be t̂ en so that  these  difficulties 
might not arise,  I do not know what 
steps the  Government  has  taken. 
There  is  deficit financing  and  no 
corresponding addition to  production 
and the useless expenditure is going 
on.. The other administrative measures 
which the Government  have  taken
have not proved fruitful in checking 
and  removing  all  the  difficulties 
which were likely to arise.

In the Finance (No. 2) Bill Govern­
ment has levied some  customs  and 
excise duties. In spite of these levies 
and increase in customs duties, we do 
not know to what extent there will 
be restriction in  imports  and  how 
much foreign exchange we are going 
to save by the imposition of  those 
duties.  All these  things  have  not 
been placed before us  by the hon. 
Minister.  In the absence of that we 
do not know whether there will be 
any  improvement  in  our  foreign 
exchange position.  Before  bringing 
these  measures,  the  Government 
should have told us that these are the 
measures whereby they want to build 
up our foreign exchange, and what­
ever has been over-drawn they want 
to meet in such and such a way. The 
levying of a few customs and excise 
duties is  not  going to  help us  in 
preserving  or  saving  our  foreign 
exchange.

So far as import of capital goods 
is concerned, it is all right.  Even if 
we have to suffer on that account, 
we should suffer.  But so far as con­
sumer goods are concerned, we should 
try to find out what are the items for 
which import can be stopped. Those 
things have not been brought out by 
the Finance Minister. He has not made 
clear how he is  going to save  our 
foreign exchange.  Mere levy of taxes 
and increase in some customs duties 
on a few articles are not going to stop 
the drain on foreign exchange.

Then there are a few items, as for 
example dyes and other things, on 
which we can very well increase the 
duties but we cannot do so because 
of the G.A.T.T. Agreement.  I would 
suggest, if possible the  Government 
should take steps to enter into nego­
tiation and see whether the duties on 
these articles can be increased or not.

Now I  come to  capital gains tax. 
We have no  objection to  that.  In 
order to have proper distribution and 
in order to stop the concentration of 
wealth at a particular place, this is 
welcome.  But, at the  same  time.



Government might say, in spite of the 
and their development largely depend 
so, our experience has been that thev 
have not been successful in doing so 
in other  matters where  expeditious 
decision is' so essential.  The result 
which will ultimately accrue is that 
whatever these companies are  doing 
in order to increase their own ‘ capa­
city, in order to develop the capacity 
of their plant, that will suffer.
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there are certain things like compul­
sory acquisition of properties by Gov­
ernment, compulsory sale of property 
at the time of imposing death duties 
and so on.  These should  be  taken 
into consideration and we should see 
that the people are not doubly taxed 
because of the act of the Government.

So far as dividend tax is concferned. 
it is on  subscribed  capital.  Manv 
companies have got big reserves and 
they have  thereby increased  their 
capital asset to a great extent. Those 
companies should be taken into con­
sideration.  While levying  dividend 
tax it should be seen that not only 
sub.scribed  capital  but  the  whole 
capital  assets  shoud  be  taken into 
account as capital  of the  company. 
The proper worth of the capital assets 
of the company should be taken into 
consideration.  Further, this dividenti 
tax falls mostly on the poor middle- 
class people who invest their money 
for some gain. I know many instances 
where people invest their money in 
shares and their  income is  mostly 
the dividend earned on those shares 
and  they  live  on  that.  If ' that 
dividend is taxed and it is not refund­
able, in that case thalT class of people 

will suffer.

The most important question is with 
regard to compulsory deposit. When­
ever Government  think  that  they 
cannot administer a particular depart­
ment properly, when the Government 
think that they are not in a position 
to administer the Company Law pro­
perly they come with some other pro­
posal and that creates further diffi­
culties.  This compulsory deposit  i3 
going to affect the  industry.  It  is 
going to create a great hardship on 
developing industries and in ploughing 
back the profits which the companies 
are  making.  The Finance  Minister 
has said that he will take all neces­
sary steps so that, whenever anybody 
applies for refund of the  money  in 
order to increase the capacity of his 
plant,.or to improve or renovate  his 
plant, the Government will see that 
his  application is  expeditiously dis­
posed of.  In spite of whatever the

They want compulsory deposit at 
least to the extent  of 50 per  cent. 
But there are many companies who 
always think from before and begin 
developing and renovating their plants 
during the process of their working. 
If this  provision  regarding  com­
pulsory deposit  is applied to them,̂ 
the result will be that they will not 
be able to comply with it.  Further, 
the  money which  they  bring  for 
renovation, extension of their plants 
and other things is from the banks and 
other sources at a very high rate  of 
interest.  Therefore, if  after  more 
production and after developing the 
industry they are compelled to deposit 
the money in the way in which the 
Government contemplate, this section, 
instead of helping the companies  in 
developing their capacity, will stand 

in their way.

I would, therefore, submit to the 
Finance Minister and the House that 
this section, which is  going  to be 
introduced in this Bill, will hamper 
the development of our  industries. 
All other sections, so far as taxes and 
other things are concerned, are wel­
come, provided the Government looks 
to the  proper  expenditure  of  the 
amounts realised through taxes.  But 
thi-s  section  regarding  compulsory 
deposits will hard hit the industries 
for whom the Government says they 
are going to make this provision.

We know there are certain com­
panies which are engaged in specu­
lation and other things.  But, for the 
fault of a few companies the Govern­
ment should not bring in a measure
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which is injurious to the industry as 
a whole.

Lastly, my friend Shri Tulsidas has 
given an amendment for sending the 
Bill to a Select Committee.  I know 
the Government is not going to listen 
to it.  In a measure of this sort it is 
very very necessary that it should be 
sent to a Select Committee.  It  is 
not possible to ̂convince the whole 
House within a short time.  This Bill 
has been introduced only ten days 
back.  The people have had no time 
to consider these proposals and we 
have not been able to know the re­
action of the public to  these Bills. 
If some time had been allowed, we 
would have been able to know their 
reaction.  I know the Finance Minis­
ter has  submitted  these  proposals 
after great consideration, but if some 
time had been  allowed, he  would 
have  known  the  reaction  of  the 
people—both inside and outside this 
House—̂ much better.  It would  have 
been much better if  these Bills had 
been  sent  to a  Select  Committee 
where, sitting in  smaller  numbers, 
we would have been able to ponder 
over the difficulties which these pro­
posals will create.  But now it is no 
use saying that the  Bills should be 
sent to a Select Committee; the Gov­
ernment is not going to accept it. But . 
if the Government accepts it, I sup­
port the amendment of Mr. Tulsidas.

Shri M. S. Gurupadaswamy  (My­
sore) : Two hon. Members have alleged 
that there  was a leakage in regard 
to the taxation proposals.  I do not 
wish to say anything more except the 
fact that I have received a copy cf 
a letter from some  gentleman—̂the 
name I can give in private to the 
Finance  Minister—addressed  to  the 
Secretary, Finance Ministrŷ on the 
1st December, 1956, wherein he has 
said that he has got proof to believe 
that  two  big  businessmen  made 
enormous profit because they had the 
previous knowledge of these taxation 
proposals.  Therefore,  I say that  a 
searching enquiry must be made in

regard to' the stock exchange opera­
tions of those two gentlemen on those 
dates.  When he has made such spe­
cific allegation  and  has given  the 
names of those gentlemen,  I expect 
that the Finance Ministry wculd lock 
into  this  matter  very  seriously. 
While I suggest this, I only wish that 
the  Finance  Ministry  should  not 
again and again give room to us to 
say that it is a leaky boat.

14-44 hrs.

[Pandit Thakur Das Bhargava in
the Chair]
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It  should  not  function  in  any 
manner which may lead to the ad­
vantage of a few people among the 
rich.  Here very lew people among 
the rich have  been favoured.  That 
state of things should not continue; 
we do not want tliat  the  Finance 
Ministry should function as a leaky 
boat.

I do not quarrel with the Finance 
Minister about the new proposals he 
has brought before the House, though 
many hon. Members have taken excep­
tion to the new taxation.  I do  not 
wish to say that they are not good 
or desirable and I do not say that 
they ought not to have been brought 
before the Hou«̂" at this time.  The 
Finance Minister should have thought 
about his fiscal and economic policy 
more seriously and should have con­
vinced the House that what he has 
brought forward deserves full consi­
deration.  Unfortunately, the Finance 
Minister has not given us full justi­
fication  for the new taxes  that  he 
wants to impose.

If you look at the economic  pic­
ture of the country today, you will 
understand that there is a growing 
social  and  economic  polarisation 
between classes.  Shri Asoka  Mehta 
has quoted figures from Poona; I will 
take  the  example  of  Bangalore. 
There is an unofficial body of young 
economists who have been working



2699 Finance (No. 2) Bill  12 DECEMBER 1956 and Finance {No, 3)
Bill

2700

on the cost of living and the income 
of various strate of society.  They 
have collected; jstatistics going from 
door to door about the income  and 
expenditure of the people and they 
have fou.id out  that  in Bangalore 
nearly 8 per cent, of the people in 

fixed income groups have gone down 
in income by 6 points.  If this is an 
indication, I would submit that we 
are heading to a crisis.  There has 
been a wave of uncontrollable  spe­
culation in various urban centres and 
as a result of  increasing  demand, 
there has been a steady spiral rise in 
prices; and, all the efforts made by 
the Government at the Central and 
local level have proved a complete fai­
lure.

Recently in some States, Govern­
ment started fair-price shops to sell 
grains to the people at a fixed price. 
But, let me tell the House that these 
fair-price shops did not make even a 
grain of difference in the matter of 
prices that prevailed in the market. 
In spite of the efforts taken by offi­
cial  agencies to control  and  curb 
prices, prices have  been  increasing. 
“More the  efforts to control prices 
more the increase in prices” seems 
to be the present ruling trend in the 
market.  What is the  reason?  The 
hon. Minister has given us a reason 
sometime back, namely,  there  has 
been an increasing marginal propen­
sity to consume more and more.  In 
an  under-developed  economy,  the 
marginal propensity to consume more 
is relatively high.  That is always 
the case.  It does not require a state­
ment the marginal propensity is rela­
tively high in under-developed coun­
tries and it will increase more when 
there is a spiral increase of prices. 
So, I would expect the Finance Minis­
ter to realise this fact.  As a result 
of this spiral increase in the prices 
of various  commodities  including 
capital goods, I wouldi say that in­
flationary pressures have been already 
knocking at our door.  Deficit finance 
has  degenerated  into  inflationary

finance.  The previous Finance Minis­
ter,  while  speaking  about  defldt 
financing, said that the quantum  of 
deficit finance  that they undertake 
would not lead to inflationary finance. 
He said that the limit that they have 
set for themselves  is a very  safe 
limit.  Unfortunately, with the crea­
tion of even a snjall amount of new 
money, there has  already  been  a 
spurt  in the  market.  The Finance 
Mirister  has riOt  told  us  how  he 
would be able to control prices.  If 
he can’t control  prices,  the  only 
remedy that has opened to liim is to 
increase the taxes, because according 
to him more prices  mean there  is 
more purchasing power in the com­
munity and so there should be drain 
Or squeezing of  certain  purchasing 
power from the community.  That 
a very orthodox theory.  My friend 
should not forget that in an under­
develop̂  economy,  this  orthodox 
classical theory  would  not  simply 
work.  Your  efforts  have  already 
shown that you have failed in this 
direction.  The imposition  of excise 
duty on cloth has demonstrated pretty 
well that you will not be increasing 
the revenue by mopping up of pro­
fits but by  levying more ard more 
burden on the consuming public.  It 
will only be an  increasing  of  the 
burden on the poorer sections.

What  has  be«i  done  regarding 
wages?  In a situation like this, when 
prices are rising, when there are no 
indications of  stablising  prices  or 
keeping prices at an equilibrium, the 
only thing that  is expected  of  a 
Finance Minister is  to  change  the 
monetary rate of wages.  Unfortuna­
tely, the Minister is not prone to do 
this.  If there is a rise in price, it 
is expected that the cost of living will 
increase.  When the cost of living of 
fixed income groups increases, natu­
rally, the money rate of wages also 
should increase.  I may  draw  the 
attention of the  Minist* to one or 
two significant  remarks  made  by 
Shri A. K. Das Gupta, who is,  I
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think, a non-controversial economist 
amongst us.  He =?ays:

“In  under-developed  econo­
mies,  the  current  real  rate of 
wages even in one urban sector, 
not to speak of the rural sector, 
is about the minimum necessary 
for  physical  sxiitence.  These 
economies  cannot,  therefore, 
allow prices to rise and yet ex­
pect the money rate of wage to 
remain constant.”

What the Minister is trying to do 
is, iie wants to keep the money rat3 
of wages at the  present  level.  He 
does not give to the community the 
benefit of just price.  He is feeding 
the community with crisis after crisis. 
Today, we find ourselves in a frightful 
muddle.  I do not know what mea­
sures are adopted to take the coun­
try out of this muddle.  But, I appeal 
to him that the course that he has 
adopted is not the ideal course.  The 
fiscal weapon is not the ideal weapon. 
That is net the weapon that suits our 
circumstances.  What we have to do 
is, actual resources should be mobi­
lised and Government should  follow 
other  methods,  other  than  fiscal 
measures.  Of course, fiscal measures 
are very important in their own way.
I may point out In brief two or three 
suggestions in this respect.

India is a land of charity.  There 
are so many charitable  institutions 
and  religious  foundations.  It  is 
understood that these charitable ins­
titutions and  religious  foundations 
have got nearly Rs. 1,000 crores in 
their hands.  If that is so, why should 
we not make use of these funds for 
nation-building  purposes?  These 
funds may  be returned later on.  In 
the meanwhile, *;vhy  employ  these 
resources?  Secondly, we have  been 
paying a heavy-amount to the Princes 
in the form of privy purse.  I do not 
want exproĵation or termination of 
these privy purses.  I want the Gov­
ernment to persuade these Princes to

part with a certain fimount so that 
that amount may be utilised for the 
various projects that the Government 
has undertaken.  After some time, the 
money could be returned.  Thirdly, I 
may refer to a thing which was prac­
tised in pre-war Germany.  That was, 
of course, Hitler’s Germany; but that 
need not in any way up̂jet  us.  In 

pre-war Germany the contractors who 
built various buildings, bridges, roads 
and other things in the public sector, 
were given bills.  Those bills  were 
treated as negotiable.  There was no 
ready payment at  all.  Those  bills 
were  discountable and they would 
be transferred,  and lor all practical 
purposes, they were treated as money. 
Why should we  not make a certain 
portion of the bills given to contrac­
tors by the Government negotiable? 
With these suggestions, I would say 
that the Finance Minister should look 
to other methods of mobilising  re­
sources rather than depend only on 
fiscal measures.

Shri Bansal; That is only another 
form of deficit financing. There is no 
difference at all in substance.  -

Shri Matthen (Thiruvellah): Sir, I 
fully understand the anxiety of  the 
Finance Minister to  raise the addi­
tional finance and  foreign exchange 
resources for the  implementation of 
the Plan.  I entirely agree with him 
when he said that the Second Plan 
is a  challenge to  every Indian,  at 
least to every patriotic Indian. On the 
implementation of the Plan depends 
the solution of the major problem of 
poverty and backwardness.  I am not 
going into it in  great detail because 
that is  admitted by  everybody.  I 
only wanted to say this much that in 
the implementation of the Plan,  the 
Finance  Minister  should  also take 
care about the  development  of our 
production and  particular  care that 
any ideological approach to economic 
problems  which  impedes  the Plan 
should  be  overlooked.  From  my 
experience of the Finance Minister, he 
has the courage to do so.  Because
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everything depends upon production, 
even if opposition comes from leading 
elderly Members like Shri Gadgil, if 
it impedes production, it must not be 
considered.  That is the first sugges­

tion.

I give my full support to the taxa­
tion proposals. I do not want to go into 
details  because  the  time  at  my 
disposal is very short.  A considera­
tion of the foreign exchange situation, 
naturally,  brings to  my  mind the 
inadequacy of Indian shipping.

15 hrs.

There are two small matters which 
I would like to  suggest to the hon. 
Finance  Minister.  One  thing  is 
about  cashew.  The  cashew export 
mostly from my State has been one 
of the major doller earning exports 
of India and unfortunately, owing 10 
some labour agitation, they have dec­
lared this industry which is really 
‘seasonal’ as a ‘non-seasonal’ one, with 
the  result that  several  important 
factories are already  closed  down. 
The major part of this cashew comes 
from East Africa and as you know, 
it is imposed from abroad; the season 
for buying them was last month  and 
according  to my  information,  the 
major factories have not placed orders 
for them because they cannot £ifford to 
work it as a “non-seasonal’ industry. 
I appeal to the hon. Finance Minister 
to kindly  look into  the  matter— 
whether he can by any means restore 
this year the exports which is going 
to be considerably lower than previous 
years in another matter—and try to 
retrieve this industry which not only 
deprives us of dollars but deprives us 
of employment of hunderds and thou­
sands of poor people in my part of 
the country.

Another thing to which I want to 
invite his attention is coffee.  I under­
stand that the coffee crop  estimate 
exceeds  40,000  ;ons.  Our  Arabica 
coffee has created a great demand in 
fbreign countries. 1 have no hesita­
tion in saying that we should tighten 
our belts, just to overcome this emer­
gency to get more foreign exchange— 
this may not be very much—and even

if  Indian needs are not  adequately 
met, I strongly support the export of 
coffee.  Fortunately we have got more 
than 30 per cent, of coffee this year. 
We can import cheaper coffee from 
outside for Indian consumption. Even 
though I like drinking coffee myself, 
particularly good coffee, I think we 
can put up with the lower quality 
coffee.  By consuming cheaper coffee 
and exporting good coffee, we can get 
a good foreign market.

This  consideration  of  foreign 
exchange naturally brings me to the 
subject of inadequacy of Indian ship­
ping.  Transport is the greatest pro­
blem in the second Plan period and 
it may surprise you to leam that the 
coastal  shipping which is  cent per 
cent. Indian carried during the last 
year was about 4 lakh tons of goods 
less than the previous years, I mean 
in 1953 and 1954 it was about 29 lakhs 
of tons each, while in 1955 it was 25*5 
lakhs of tons.

The anticipated expansion of indus­
trial production of the coimtry, the 
annual  increase in the  carriage  of 
cargo as a result of the recommenda­
tion of  the  Rail-Sea-Co-ordination 
Committee and the possible diversion 
of cargo to the sea route to relieve 
the strain on the carriage capacity of 
the Railways,  these  three  factors 
alone, I imderstand, will increase the 
trade on the  coastal  shipping  by 
about 3 million tons.

In addition to this the carriage of 
refined products of petroleum round 
the coast will, I imderstand, amount 
to 1 million tons.  So, on the whole 
it will have about 4 million tons more 
than that carried last year.  As I said, 
we carried about 5 lakh tons less than 
the previous years.

The  hon. Finance  Minister  is  a 
Member of the Planning Commission 
and even though the matter strictly 
relates to the Transport Ministry, I 
wish to refer to this because I con­
sider that this is a very Important 
matter for the development of  our 
economy.
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The Planning Commission has pro­
vided for a total tonnage of 440,000 
G.R.T. including dry cargo and tankers 
for the coastal shipping and as against 
this the country will require at least
600,000 to 700,000 G.R.T. if we want 
to carry, as indicated by me above, 
all the coastal trade—cent, per cent. 
Indian.

What is the position of the overseas 
trade?  Last year 2 million tons of 
cargo were handled by the six major 
ports, excluding cargo carried on the 
coast and in the adjacent trades and 
tne refined products carried  by the 
tankers  by foreign  countries  it is 
estimated that about 17 to 18 million 
tons of cargo were carried in the over­
seas trade of the country.  On the top 
of it, as pointed out by the Govern­
ment’s spokesman, the  country will 
have to import , an additional 6 million 
tons of cargo per year from 1958 on­
wards.  In other words, we will have 
to carry about 24 million tons of cargo 
in the overseas trade.

According to the  Planning  Com­
mission, we have to carry 15 per cent, 
of this cargo in Indian-owned vessels. 
Actually the  figures  given  by the 
Government the tonnage  of 173,000 
G.R.T. Indian Companies carried was 
about 7i lakhs  of tons in  1951  in 
overseas trade.  Calculating on  this 
basis it will require at least 800,000 
G.R.T. of ships to carry about 34 lakhs 
of tons of cargo of overseas  cargo, 
which is 15 per cent, of our overseas 
trade.  If the target of 15 per cent, 
overseas trade is to be ready at least 
by the end of the second Plan,  as 
envisaged by the Planning Commis­
sion, the tonnage  required  for  the 
overseas trade is not  260,000 G.R.T. 
as indicated but  800,000  G.R.T.  As 
against this the Planning Commission 
has provided for 4,60,000 G.R.T. for 
the overseas trade.  I will come to 
this later on.  It does not need much 
intelligence to see  that  it  is  not 
humanly possible to manage this 15 
per cent, with the tonnage proposed 
by the Planning Commission.

In this connection,  the  Shipping 
Policy Committee of 1947 proposed— 
that was accepted by the independent 
Government of India—̂that 50 per cent, 
and not 15 per cent, of the overseas 
trade is to be carried in Indian ships, 
and  for  that  75 per  cent, of  the 
adjacent trade and 100 per cent  of 
the coastal trade, for which a target 
of 2 million tons of shipping is to be 
reached  before 1955.  This is  1956. 
The tonnage we  have today on the 
31st of  March, 1956,  i.e., one  year
after the original target date of the 
Policy Committee,  consisted of  120 
vessels of little over 5 lakhs of G.R.T. 
Out of these 81 ships of about 245,000
G.R.T. were employed in,the coastal 
and adjacent trades and 39 ships of
2,60,000 G.R.T. in the Overseas trade.

The question is how to implement 
the target especially in view of the 
large amount of freight which we are 
paying.  The only immediate prospect 
is to get a good number of ships like 
the ‘Liberties’ and ‘Victories’ from the 
‘Mothball’ fleet of the U.S.A.  The 
Government of  India  through  the 
Ambassador in U.S.A., has been try­
ing for the past one year to get some 
of the ships.  The former American 
Ambassador Mr. Sherman Cooper was 
trying to release some ships out of this 
fleet.  This subject is vitally import­
ant to our economy.  I hope the hon. 
Prime Minister will not forget this 
matter when he  visits  U.S.A.  and 
meets the President and it is quite 
probable  that  some  ships  may be 
released from this fleet.

Another point is the second ship 
building yard which is to be started 
as soon as  possible.  Even  though 
about Rs. 36i crores have been pro­
vided in the second  Plan, I  think, 
orders have already been placed .to 
cover Rs. 34 crores out of that amount. 
There is hardly anything more left, 
but what are we getting?  We are not 
getting, I think, even the Second Plan 
target  of 900,000 tons.  It  will  be 
short by at least 140,000 tons exclud­
ing  replacements of 90,000, that  is
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230.000 tons short.  I was basing  all 
this on the assumption that we will 
have at least the modest target  of
900.000  tons  attained  during  the 
Second  Plan period.  All over  the 
world, ship-building yards are over­
booked.  It is impossible to get ships 
in  the  foreign  yards.  Our  only 
salvation is to have our own yard 
started in the course of the  Second 
Plan.  On top of it, the Suez Canal 
crisis has made our  position  much 
more difficult.  My humble submission 
is that attempts must  be made  to 
start the second shipbuilding yard as 
soon as possible, at least before the 
middle of the Second Plan.

From the answers to questions and 
the speeches of the former Transport 
Minister  there  seems  to  be  no 
possibility of revising the tonnage in 
the Second Plan, nor of  increasing 
the funds allotted under the Second 
Plan for  achieving  the  moderate 
target of 900,000 tons.  I think it is 
a very vital  matter.  I  want  the 
Finance Minister  to  pay particular 
attention to it and  make  adequate 
provision for buying more ships, and 
that too immediately.

Shrl A. M. Thomas: Mr. Chairman, 
Sir, I am intervening in this debate 
at this fag end not with any pretence 
of putting forward anything new or 
making brilliant suggestions, but  to 
give my general support to the taxa­
tion proposals and to goad the Finance 
Minister further in the direction he 
is now taking the country.

It is said that it is an extraordinary 
procedure that the Finance Minister 
has adopted in bringing these taxa­
tion  proposals  without  the  usual 
financial statement of the year.  We 
have to bear in mind one fact when 
we take account of this criticism. The 
budget  proposals of  1956-57 which 
were made along with the financial 
statement for the year gave a great 
sense of relief at that time.  It was 
because the  country was  prepared 
for a much greater tax burden and 
it was less heavy than was expected. 
According to the taxation  proposals 
of 1956 February you will find that

it would  still  leave  a  deficit  of 
Rs. 17*68 crores on revenue account 
alone.  The  Taxation Enquiry Com­
mission was of the opinion that the 
tax system should have adequacy of 
both depth and range if it was to 
promote an accelerated pace of deve­
lopment.  Many expressed the opinion 
in this House when the budget pro­
posals for the year were discussed in 
last March and April that the Finance 
Minister had not tried to. raise suffi­
cient tax resources to cover as far as 
possible the development expenditure. 
The  Taxation  Enquiry Commission, 
reports that although India is a very 
poor country, since the tax resources 
raised in India amount to only seven 
to eight per cent, at present which is 
much less than that of the countries 
in South East Asia, there was greater 
scope for raising the proposition. The 
Taxation Enquiry Commission when it 
made its proposals thought that the 
size of the  Second Plan  would  be 
only about Rs. 3,500 crores.  We know 
that the size of the Plan has been 
made much larger, to Rs. 4,800 crores, 
but we are not definite and the hon. 
Finance Minister  has given  indica­
tions that it will not stop there but 
will require about Rs. 400 to Rs. 500 
crores more. To take a single instance, 
the estimated cost of the Rourkela 
steel  plant, on which  there was a 
question this morning, was initially a 
little more than Rs. 100 crores, but 
then it was raised to Rs. 120 crores 
and now it appears  that it will  be 
Rs. 168 crores.  This is an indication 
of the nature of the outlay on other 
projects as well.

My friend Shri Matthen has refer­
red to the  transport  problem.  The 
hon. Finance Minister while replying 
to the debate on the Demands for 
Grants of his Ministry as Commerce 
and Industry Minister last time was 
emphatically of the opinion that the 
Plan was likely to be wrecked on the 
question of transport if proper atten­
tion was not paid to it.  He is there­
fore quite aware of the seriousness 
of the problem and in all his speeches 
made recently he  has put  forward 
this aspect.  The speaker who  pre­
ceded me has just  mentioned  that
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almost the entire allotment for ship­
ping is now over, so that further 
funds have to  be found  from  the 
Planning Commission, so much so it 
is even doubtful whether it would be 
enough to raise Rs. 400 or Rs. 500 
crores more than Rs. 4,800 crores put 
in the Plan.  That being the situation, 
the Finance Minister cannot at all be 
blamed  for  the taxation  proposals 
that he has now brought forward.

My friend Dr. Krishnaswami  just 
said that what ought to have been 
done was  to  tackle  the  foreign 
exchange front,  but I do not  know 
how by mere tackling of the foreign 
exchange front we can find the re­
sources for financing the Second Plan. 
He has totally ignored to touch on the 
aspect of raising additional resources.

The weakest chapter according to 
me in the Second Five Year Plan is 
the chapter on finance and foreign 
exchange.  In that chapter, ̂ es have 
been expected to yield Rs. 800 crores. 
According to the Plan out of the total 
outlay of Rs. 4,800 crores Rs. 1,000 
crores  constitute  current  develop­
ment expenditure, and it is surprising 
that in that chapter no recommenda­
tion has been made to find resources 
on tax  accoimt which would  yield 
this current development expenditure. 
There is the indication  that  there 
would be an imcovered gap of Rs. 400 
crores.  In the chapter it has not been 
definitely pointed out—of course  the 
possibility has been  indicated—̂that 
the gap would also have to be met by 
taxation.  We  have  to  take  into 
account another aspect also.  I do not 
think that the foreign aid  that  we 
anticipated would  be  forthcoming. 
The,̂gure would be more or less a 
pious expectation, particularly in view 
of our internal  socialist  policy and 
our so called neutral policy in foreign 
affairs.  We have to rely more and 
more on our own internal strength. 
The position therefore is inescapable 
that we have to tap all the available 
];«sources that this country can bear.

I am very glad to find that the hon. 
Minister has so to say cried a halt to 
the policy of deficit financing. Though 
his predecessor in office was a very 
cautious Finance Minister, some of us 
were  feeling  whether he was  not
going too far in the matter of deficit 
financing.  I am glad  to  find  that 
that tendency has now been checked. 
We have to understand the point that 
countries  with  under-developed 
economies are  highly sensitive  to
small changes in supply in relation 
to the demand and a slight deficiency 
pushes up prices excessively, and a 
small surplus manifests itself in sharp 
price decUnes.  Money supply  and
prices have tended to rise in recent 
months, and this  trend  needs very 
careful watching.

After  making  these  few general 
observations, I  would try to  meet
some of the criticisms that have been 
made on the floor of this House deal­
ing with  these  financial  proposals. 
When  you  spoke, Sir,  you  asked 
whether anything material would be 
yielded because the base year for the 
capital gains tax has been fixed as
1954, but I think if  you  take  the 
recent years into account, 1954 would 
be a very reasonable year.  My own 
impression is that 1952 was perhaps 
the peak year, in relation to the index 
of prices.  Then, the prices began to 
decline  gradually.  And  you  may 
remember  that  great  anxiety was 
expressed on the floor of this House 
with regard to the declining  prices. 
Then, there was a gradual  upward 
trend, which was more or less notice­
able in 1954.  At the same time, it 
had not reached the peak that obtain­
ed in 1952.  So, the period of January 
1954 has been very wisely chosen, and 
according to me, this will yield sub­
stantial capital gams.

One criticism that has  been made 
by  Shri Morarka  as well as  Shri 
T. S. A. Chettiar is that the taxation 
proposals must be precise, but, on the 
other hand, the Finance Minister fixes
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a ceiling and  then  taxes  to  any 
extent he likes below the ceiling. But,
I think that it is only in one or two 
instances that the ceiling has been 
fixed and a departure is being made 
by the issue of notifications.  When 
we are on this, we have to take into 
consideration the background which 
the Finance Minister had mentioned 
in the course of his speech that the 
next budget would virtually be per­
haps in May or Jime next year.  So, 
there is a definite time-lag. Besides, 
if within a  period of  two weeks 
before the Minister  introduced  his 
present proposals there was an up­
ward trend in the index of prices to 
the extent of ten points, then, we do 
not know what exactly would be the 
financial complications  that  would 
ensue in the near future.  If circum­
stances justify, it may not be possible 
for the  Finance Minister  to  come 
before this House and say that this 
rate or that rate has to be increased.

One item on which a ceiling ĥs 
been fixed is the stamp duty on the 
Bills of exchange.  That is a revenue 
which would go to the States.  That 
is rather a steep rate.  The Finance 
Minister has to see whether the Rs. 5 
that is imposkl would be justifiable 
and only in that case, perhaps, there 
would be  justification  for  further 
enhancement.

On previous occasions also, we have 
resorted to the adoption of the ceiling 
rate, and allowed the executive to 
make suitable changes by notification. 
We have got the experience of legis­
lation oi commodity Boards and Com­
mittees, where we have fixed a ceil­
ing for  the cess,  and  as  occasion 
arises, the cess would be so mani­
pulated as to yield the funds neces­
sary for the occasion.

In regard  to the excise  duty on 
cloth also, you would remember that 
although we had fixed a ceiling. Gov­
ernment did not impose the ceiling 
rate when they put  into effect  the 
taxation proposals.

I am glad to find that the Finance
Minister has seen his way to accept

many of the taxation proposals that 
have  been  made  by  the  expert, 
Mr. Nicholas Kaldor, in his report to 
Government.  The capital gains tax 
is one of the  suggestions  that  has 
come from him, and he has also said 
that some modifications are necessary 
in the matter of  section  12-B, and 
those modifications  also have  been 
adopted by the Finance Minister.

But, as has been pointed out already 
by Shri Asoka Mehta, the proposals 
of Mr. Kaldor are not meant to be 
picked up singly.  He has intended 
these proposals which he has outlined 
in his report to aim

“at broadening  the  tax  base 
through the  introduction of  an 
annual tax on wealth; the taxation 
of capital gains; a general gift tax; 
and a personal expenditure tax....”

I am aware of the fact that, perhaps, 
in the next budget, the Finance Minis­
ter may adopt one or two of the other 
proposals of Mr. Kaldor.  Mr. Kaldor’s 
recommendation with regard to capital 
gains tax is also to avoid the evasion 
of taxes.  According to him evasion 
should  be tackled on  four  fronts, 
namely, by levying a tax on capital 
gains, a tax on gifts, a tax on personal 
expenditure and an annual tax on 
wealth, for, if the tax is levied only 
on all these four fronts together will 
there be the desired result.

We have also to remember that in 
chapter 9 of his report, Mr. Kaldor 
has stated that he is of the opinion 
that if the rates are reduced to the 
extent of 45 per cent, or so, and taxes 
are levied on capital gains, personal 
expenditure, wesdth, and gifts, and so 
on, then, the evasion would be much 
less and it would be possible on the 
whole to get more revenue thaif is 
really obtained  by high  rates  on 
income.  Professor Kaldor says: 

“Conversations with individual 
businessmen,  accountants,  and 
revenue officials  reveal  guesses 
which range from 10—20 per cent, 
of the  assessed income  at  the 
minimum to 200—300 per cent, at 
the maximum.**.
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It api>ears from the speech that the 
Minister delivered at Calcutta that he 
also subscribes  to  the  opinion  of 
Mr. Kaldor, namely that the amoimt 
of Income-tax lost  through  evasion 
would be of the order of 200 to 300 
crores than the Rs. 20—30 crores which
IS sometimes quoted.

So, one basic thing that he has to 
do is to devote the energies of his 
Ministry, especially of  the  Central 
Board of Revenue, in this direction, 
so as to check the evasion as early 
as possible.  Otherwise, it will have 
a terrible  demoralising  effect.  The 
salaried  classes are  taxed  at  the 
source; jou know, Sir, that even our 
Rs. 400 salary is taxed at the source; 
but, the several  business  magnates 
who have got considerable sources of 
income escape because of  the loop­
holes.  I hope the Minister is quite 
aware, as I could gather from some 
of his observations already, that there
IS a limit to the extent that one can 
tax the salaried classes.  So, the tax 
evasion problem  has to be  tackled 
very efficiently.  Otherwise,  all  the 
expectations that the  Minister  has 
would be belied.

With these few words, I support the 
taxation proposals wholeheartedly.

Shri Mulchand Dube (Farrukhabad 
Distt.—North): In order to finance the 
Second Five Year Plan with an out­
lay of Rs. 4,800 crores, it was originally 
estimated that a sum of Rs. 850 crores 
was to be collected by way of addi­
tional taxation.  The Finance Minister 
now says that to this figure another 
Rs. 400 to Rs. 500 crores have to be 
added.  The result is that  the  total 
amount of taxation which has to be 
raised in order to finance the Plan 
seems to be of the order of Rs. 1,200 
to Rs. 1,300 crores.

In these Finance Bills, the Minister 
has increased  the excise  duty,  the 
stamp duty and also imposed a tax 
on capital gains and provided for the 
deposit of  the  reserves.  With  all 
these extraordinary taxes, particularly 
the capital gains tax and the deposit

of reserves, it is estimated that jCrOv- 
ernment will be able to make about 
Rs. 16 crores a year.

During the Plan period, we may be 
able to raise by these extraordinai> 
measures a sum of Rs, 64 crores. This 
is a small sum when we think of the 
large deficit that we  have for  the 
Plan, that is, Rs. 1,200 to Rs. 1,300 
crores.  The question, therefore, arises 
as to how this gap has to be filled, 
and where we are going to get the 
money from.  It appears that during 
the  next  financial  year  additional 
taxes are  also going to  be levied. 
According  to Professor Kaldor,  the 
saturation point in regard to tax has 
not yet been reached in this country, 
but it does appear that the taxes that 
are being levied may lead us to a 
point where people will not find it 
attractive enough  to  start  private 
industry.  Thus, it may be that the 
disincentive point  may have  been 
reached.

Be that  as it may, I  am  not  a 
financial expert, nor for the matter of 
that do I claim to be an expert  in 
planning;  I  read  some  political 
economy at the University Stage, but 
with the  lapse of  several  decades 
that knowledge has practically faded 
out and I have had no time to refresh 
it—it appears to nie as a layman that 
. it is necessary, in order to prepare 
the plan; to take stock of our resources 
and of our requirements and then to 
plan our reuqirements according  to 
our resources-  I think what the Plan 
suffers from is that we have not taken 
stock of our resources at the time of 
preparing it.  My submission is that 
the Plan seems to  have been  pre­
pared on the  pattern of  the  most 
advanced  industrial  countries.  The 
special conditions in this country do 
not seem to have been taken due note 
of.  I am referring to manpower. This 
is the only resource in which we can 
excel most of the countries of the 
world except one or two.  It is only 
in our manpower that we can do so, 
but it so happens that this manpower 
is not treated as an asset at all; it is 
treated more or less like a liability.
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I therefore think that the approach 
in this  Plan  has  not  been  quite 
correct.  The  Planning  Commission 
has certainly in certain places men­
tioned our manpower in connection 
with imemplo3nnent.  But this imem- 
ployment is,  of course, a  negative 
matter.  If  only  we  give  greater 
attention to the employment of this 
manpower as an asset, I think most 
of the ills from which we are suffer­
ing and most of the difficulties arising 
in regard to the Plan, will be over-̂ 
come.  Of course, I do not mean to 
suggest that manpower is all that is 
needed.  For instance, for  the esta­
blishment of big  industry,  for  the 
manufacture of machines which will 
make machines and which will pro­
duce  consumer  goods,  of  course, 
manpower would  be, more or  less, 
useless and may not  be  absolutely 
necessary.  But then  even  for  the 
manufacture of  those big  machines, 
thousands of small parts have to be 
prepared and these can easily be left 
to be produced by small-scale indus­
try either with the aid of power or 
without it.  I do not think sufficient 
attention has been given to this aspect 
of the question.  Therefore, we are, in 
fact, suffering on that account.

The  hon. Finance  Minister  has 
stated in his speech introducing  the 
two Bills that about Rs. 200 crores of 
foreign exchange have  been  spent 
during the last few months.  My hon. 
friend, Dr. Krishnaswami, pointed out 
that it was at the rate of about Rs. 1 
crore a day.  This is perfectly right. 
I do not think we can go on this way 
to any considerable extent.  I submit 
that efforts to acquire and  conserve 
foreign exchange have not been made 
in the manner in which they should 
have  been  made.  It  may not  be 
possible for us to export finished pro­
ducts produced by machines because 
in that line there are other countries 
who are far in advance of us and who 
can  produce  goods  cheaply.  But 
, there is certainly another aspect  to 
this, in which we can probably beat 
other countries, I mean  goods  pro­
duced by manual labour.

I do not think we have studied the 
markets of other countries in order 
to find out whether it is possible for 
us to produce goods required by other 
countries and whether it is possible 
for us to produce the pattern of goods 
which those other coimtries use and 
at a much cheaper rate in this coun­
try than they are able to produce.  I 
do not think that we have investigated 
the possibility of being able to market 
such goods in those countries.  I feel 
that no great expense will be required 
for undertaking this.  We  maintam 
Commercial Attaches in most of the 
countries where we have  Legations, 
Embassies and the like.  Those Com­
mercial Attaches can  be  asked  to 
study the markets  for  hand-made 
goods in those countries so that we 
may be able to find out whether it is 
possible or not  for us to  produce 
those goods at a competitive price, so 
that they may be sold there and we 
may be able to earn foreign exchange. 
As it is, we are  certainly  earning 
some foreign  exchange  by sending 
out prints, handloom cloth, khaddar 
and other things, but  that  is to a 
nê gible extent.  Proper  attention 
is not being paid to it.  I would ask 
the Finance Minister to look into this 
question and find out whether there 
is anything  worth  pursuing  with 
regard to this.  As I have said before, 
I am neither a manufacturer, nor a 
trader, nor, for the matter of that, a 
person well-versed in economics  or 
planning.  But this is a  thing  that 
occurred to me, and the hon. Finance 
Minister may examine it for whatever 

it may be worth.

In regard to the deposit of reserves, 
my submission is that it will not help 
production.  I think I might explain 
this a little, by stating the relation 
between deficit financing and the pace 
of production.  I find that  the hon. 
Finance Minister seems to be not  in 
favour of further  deficit  financing, 
although I have seen the opinion of 
experts that dê t financing up to a 
degree is permissible  and may  be 
profitable to the country.  But then 
one thing that has to be kept in view 
is that production must exceed deficit

and Finance (No. 3) 2'/i6
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financing.  If  production  does  notl 
keep  pace  with  deficit  financing/ 
inflationary trends would be generat­
ed, and the  spiral  of  prices  may 
continue to rise.  Therefore, if  pro­
duction only keeps pace with deficit 
financing, the chances are  that  the ̂ 
ordinary law of supply and demand ' 
would operate and prices would  not 
rise.

The one  thing in  which we can 
increase our production, if we  only 
concentrate upon it, is  agricultural 
produce.  Even if we succeed in rais­
ing our agricultural produce to the 
neglect of consumer goods or  mill- 
made cloth, I suppose we shall not be 
very badly off.  Therefore, what is 
necessary is that production has to be 
paced with deficit financing; then, I 
think, there would not be any danger 
in it.  But the provision that we are 
making in regard to deposit of reserves 
is, I think, likely to hamper production 
and the productive  effort  of  our 
industry.

Other hon. Members have said that 
once the money gets into the hands 
of Government, it is difficult to get it 
out.  This is, to a certain extent, true.
I suppose every  manufacturer  will 
find it difficult to satisfy the officials 
of Government that he really needs 
the money for the development of his 
industry and for the renovation of his 
machinery.  It is difficult always  to 
satisfy the Government officials or, for 
the matter of that, any person who is 
not concerned with the business  or 
who has no knowledge of the parti­
cular business in regard to which the 
demand is being made.  It is bound to 
take some time.  With the  best  of 
intentions, the official concerned, has 
to be satisfied.  He may be perfectly 
honest but he cannot be satisfied, im- 
less he has full knowledge of the 
working of that particular concern, as 
to whether  the  application that  is 
made is really hona fide or not.  This 
is bound  to take time  and, to that 
extent, there is bound to be a lag in 
production.

Apart from that, I would suggest to 
the hon. Finance Minister  that this 
provision of the depositing of reserves 
should be made  applicable only  to 
companies with  a capital  of more 
than Rs. 10 lakhs.  So far as the com­
panies who have a paid-up capital of 
less than Rs. 10 lakhs are concerned, 
they would be hard hit by the provi­
sion of asking them to deposit their 
reserves or a certain pisrcentage  of 
their reserves.

Mr.  Chairman:  There  are  only
five minutes before I call the hon. 
Minister to reply.  If the hon. Mem­
ber, Shri Mohanlal Saksena can finish 
within 10 minutes, I shall certainly 
ask the hon. Finance Minister to fore­
go 5 minutes of his time.

Shri Mohanlal Saksena (Lucknow 
Distt. cum Bara Banki Distt): I will 
finish within 5 minutes. Sir.

Mr. Chairman: Yes.

Shri Mohanlal Saksena: Mr. Chair­
man, I am sorry I did not catch your 
eye although I stood up again  and 
again.  Anyway, I welcome the pro­
posals so far as they go but I regret 
that they have come too late.  I do 
so because they are in keeping with 
the suggestions I had made  from 
time to time in regard to the formu­
lation and implementation of  the 
Plan.  The policy is to soak the rich 
to help the poor, to tax articles  of 
luxury and spare articles which are 
essential.  Because these proposals are 
in keeping with that policy I have 
no hesitation in supporting them.

I would like to tell the Finance Mi­
nister that it does not do much good 
to say that the  Plan is a challenge 
to us and we have to raise the neces­
sary resources.  There was an appeal 
by the Prime Minister that we must 
accept it as an act of faith.  As I 
said at another place,  faith,  like 
courage and sacrifice, is infectious and 
it requires greater faith in the per­
son who wants to instil faith  in 
others.  Where is that faith on  the 
part of the Planners?  There is  a 
minute of dissent in the Plan itself.
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With the Suez Canal crisis the Plan­
ners are feeling nervous; they are not 
sure of its implementation.  It is not 
that these things could not have been 
foreseen.  For at least 18 months since 
the publication of the Plan frame, it 
has been my unpleasant duty to put 
forward suggestions and tell the Plan­
ners what I feel about them.  Now, 
you say the Plan is a challenge to the 
people.

Take the case of elementary edu­
cation.  There is a directive in  the 
Constitution that every child, boy or 
girl under 14, should be in school. 
But, according to the Plan only 49 
per cent, of them would be in school. 
In the Second Five  Year  Plan—I 
wonder whether the  hon.  Finance 
Minister  knows  it—there  is  a 
smaller  provision  for  elementary. 
education than in the First Five Year 
Plan, although there is a provision of 
Rs. 57 crores for University education 
as against Rs. 15 crores provided  in 
the First Plan.  Again, there is a pro­
vision of Rs. 57 crores for administra­
tive and miscellaneous expenditure as 
against Rs. 11 crores in the First Plan. 
While in the First Plan administra­
tive expenditure was only to the tune 
of 6.66 per cent., now it has gone up 
to about 19 per cent.

As I have said in my note on re­
sources, which has been circulated to 
the Members of this House, my differ­
ences are not in regard to the size 
but  regarding  allocations  and the 
manner  in  which  resources  are 
going  to  be  raised.  I wonder 
if  the  hon.  Finance  Minister  has 
had time to go through this note on 
the ‘Size and Resources’.  I  have 
stated there that I am opposed  to 
deficit financing to surfi a large extent 
for two or three reasons.  There was 
the opinion of our panel of economists 
'that we should not provide for more 
than Rs. 1,000 crores by way of deficit 
financing.  Against that warning, we 
provided for deficit financing to the 
time Rs. 1,200 crores and left a gap. 
I myself felt that it should not  be 
more than Rs. 850 crores.  How are 
we going to make up that gap?  I

had suggested checking of tax evasion 
by, which you could raise during the 
plan period a siim of Rs. 250 crores. 
I had suggested that by econoniy you 
could raise another Rs. 250  crores. 
That will go to make up  Rs.  500 
crores.  I had also suggested that for 
small-scale industries you can raise 
Rs. 18 crores.  At present you  have 
bonds and national plan savings certi­
ficates.  I had  suggested  definite 
schemes where people will have the 
incentive to sdve.  I had suggested 
the issue of ration bonds whereby the 
holder of a bond will be entitled to 
get certain quantities of rations  at 
specified rates.  I had  suggested  the 
issue of saving in orchards, as you 
have got in Palestine.  The Govern­
ment could develop orchards and later 
on allow these bond-holders to pur- 
case them.  By such schemes, I feel 
it should be possible to raise Rs. 1,800 
crores.

But the previous Finance Minister 
was always talking of taxation and 
more taxation and deficit  financing. 
Anyway, I hope the hon.  Finance 
Minister will look into this question 
and in these directions for more re­
sources.  As was pointed out by you, 
I had also submitted a note on Drive 
for Economy and Efficiency’.  I had 
suggested that, as is being done  in 
China, at least in respect of  non­
productive buildings you  must  im­
mediately pass an order that there 
should be a reduction of 15 per cent.
* and on production buildings a re­
duction of 10 per cent Then  there 
are the travelling  allowances  and 
entertainment allowances and so many 
other items which can be cut down, 
if the Finance Minister is so minded.

15-48 hrs.

[Mr. Deputy-Speakis in the Chair]

The hon. Finance Minister said that 
we are proceeding according to sche­
dule so far as the execution of the 
Plan is concerned.  I beg to join issue 
with him.  Take for instance the Iron 
and Steel Ministry.  We have just 
planned for having 3 plants during 
the Plan period.  We are importing 
so Qiuch and there is difficulty about
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(Shri Mohanlal Saksena) 

foreign exchange which is partly due 
to this import.  My difficulty is this. 
We are importing capital goods which 
nre not necessary. . From my exper­
ience as a Member of the Estimates 
Committee, I can say that when we 
examined the C. T. O. we found that 
there were hundreds of cases which 
had been purchased and which had 
remained unopened for 3 or 4 years.

In the Bhilai Plant, for instance, we 
are lagging behind the time-schedule. 
That is my information.  The founda­
tions had to be dug out and laid be­
fore the rainy season.  But that was 
not done.  The godowns have  not 
been constructed.  Trained person­
nel have not been  forthcoming.  A 
very important provision of the Agree­
ment has not been taken advantage 
of, namely, the training of  Indian 
counterparts by the Russian experts. 
They had come here and they have 
gjone and their Indian counterparts 
were not there.  The machinery that 
has  come  is  lying  in  the  open. 
My information is like this  and  I 
would like to be corrected. and told 
that it was not so.  We are lagging 
behind the time-schedule. It is under­
standable.  After aU, the hon. Finance 
Minister has toa many irons in the 
fire, and for him to continue to keep 
charge of this very important Minis­
try, I think, is not very  desirable 
from another point.  I do not want 
the Finance Minister to be incharge of ' 
any other Ministry because it creates 
a bad precedent.  Firstly, he has no 
time, he has got so many things to 
do.  After all, he has to raise resour­
ces and he has to apply his mind.  If 
he goes on like this, I will not be sur­
prised if he begins talking while sleep­
ing, which he said j yesterday he is not 
doing now.  Before there is a crisis, I 
would like the Plan to be examined. 
Our imports should also be cut down.

We have been jimporting so much 
cement and steel.  Is it only what is 
absolutely necessary?  It has  been 
suggested by many engineers that in 
the construction of dams it would have 
been much better if we had taken to

stone masonry as well.  About  the 
Tungabhadra Dam, there was a diffe­
rence of opinion with regard  to the 
construction, and it was  decided in 
favour  of  stone  as  suggested  by 
Hyderabad  Government.  I was told 
by the  Prime  Minister  that  the 
engineers  think  that  we  could 
not  build  to  that  height  with 
stone masonry.  My reply was  then 
why not use stone to the height we can 
because that wiU provide employment, 
that will save so much foreign  ex­
change which we cannot have.  There 
is one great disadvantage in the use 
of cement because it lends itself to so 
much abuse.  Go to the villages tn 
the area of Bhakra-Nangal dam and 
you will find that so many houses have 
been built with cement.  Where did 
this cement come from?

Shri Tek Chand  (Ambala-Simla): 
Stolen cement?

Shri Mohanlal Saksena: If there is 
no handicap of cement you can plan 
for any number of dams;  there  is 
plenty of stone; you can start them 

now.

In the matter of resources, I had 
suggested a labour levy.  This prô- 
sal has been before  the  Planning 
Commission for a long time and  the 
Chairman has given me  assurance 
again and again that it was being con­
sidered, but I had no  information 
about it.  I know that a similar levy 
is in vogue in France.  In the com­
munes there every male adult under 
60 is required to work for a certain 
number of days in a year. ̂ If he can­
not work, let him pay.  As I said in 
my suggestion for the implementation 
of the Plan, every able bodied adult 
und̂r 60 should be made to work or 
pa>' for the plan.  But the Minister 
is now taxing articles of food  and 
other necessities.  Who is going to 
pay it?  For instance a person may 
be supporting a number of unemploy­
ed persons, a brother and so on, but 
on account of this tax, we shall have 
to pay tax for these unemployed de­
pendents.  As the time is very short, 
I would only ask the hon.  Finance
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Minister to go through these  sugges­
tions of mine, and I am prepared to 
discuss them with him.  But I  feel 
that now he has to begin with  a 
balanced Plan.  I do not like the im­
plementation of our Plan to hang on 
foreign assistance.  I do not think it 
is consistent with the high  moral 
stand that we have taken in interna­
tional affairs.

As regards the Suez crisis and any 
other crisis, we should  know  the 
conditions in the world are such that 
We cannot expect smooth sailing for ?» 
number of years.  Therefore,  our 
Plan should be such as can be imple­
mented.  It can be divided into two 
parts—one basic, which may be im­
plemented with the resources avail­
able in the country, and the  other 
from assistance from outside, if avail­
able."

With these words I support  the 
measures before the House and I hope 
that the Finance Minister will give hjs 
attention towards stopping evasion of 
taxes and effecting economy on  the 
lines I have suggested.

Shri T. T.  KrLshnamachari:  Mr.
Deputy-Speaker, Sir, Government has 
had support from quarters from which 
it normally does not get support and 
it has been opposed from  quarters 
where opposition to a measure of this 
nature is inevitable.  Perhaps what
was a little surprising was a certain 
amount of opposition to the particular 
measures that came from my side oi 
the House while generally they sup­
ported the Finance Bill  as  such. 
Under these conditions, I am particu­
larly grateful to my young  friend, 
Shri A, M. Thomas,  for, what you
might call, the very discerniîg sup­
port that he gave to this measure. In 
fact, his speech has  lightened  mv
burden because he has been able to 
explain many of the doubts raised on 
this side of the House in regard to not 
only the substantial part of the Bills 
before the House but also the proce­
dural part of the Bills.  I  would, 
therefore, like to express my grati­
tude to him and also compliment him

on the effort that he has made very 
successfully to get beneath the skin 
and understand the nature of these 
proposals.

\

I must also express my gratitude to 
my friend, Shri Asoka Mehta, who is 
not here, for having brought into this 
discussion a certain amount of dyna­
mism even though it was of the  op­
posing variety.  In fjict, I would not 
complain because of the speech that 
he has made even though I won’t agree 
with the analysis which he has given 
of the present situation.  The only 
compliment that I can pay is to say 
that if I were not where I am hur 
were on the other side, I would havt 
done the same thing.

Shri M. S. Gumpadaswamy:  Yoc
will be.

Shri T. T. Krishnamachari: Having 
said that, before I go to the  most 
important questions, let me deal with 
some of the less important points in 
his speech.

He raised the question of leakage. 
I am afraid we are living in a world 
where it is difficult to think in an 
integrated manner.  Therefore, there 
is a certain amount of leakage in our 
thinking.  Therefore, we look to leak­
age everywhere. I have not made any 
exhaustive enquiry into these charges 
even though a journal which h&s the 
reputation of being responsible  has 
departed from its responsible charact̂ 
er and started an adventure in a field 
where responsibility is certainly nô 
necessary.  I suppose the paper  is 
angry, and an angry man is generally 
irresponsible. The dharges wiere made 
by the finance weekly Capital.  Cer­
tainly I know the significant. charac­
teristics of Capital both as a journal 
as well as what it generally conveys. 
I have not made any enquiries  ex­
cepting just to find out what people 
say about it, because I am perfectly 
sure in my mind with the precautions 
that we have taken that nobody could 
have (had the wind of any of the pro­
posals that we were making.  It is 
undoubtedly true that round  about
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[Shri T. T. Krishnamachari]

1-30 on the 30th November, when tho 
teleprinters in the various stock ex­
changes started working and conveyed 
the news that my colleague, the Minis­
ter of Parliamentary  Affairs,  had 
asked the Chair for permission for me 
to make a statement and the Chair 
fixed the time at 4-30, there was some 
excitement.  It is due to the fact that 
I have a bad reputation.

That cannot be considered to be a 
leakage.  Here we have a document 
which is generally produced for  our 
benefit.  It speaks of the equity mark­
et  On 23rd November, 1956 the As­
sociated Cements—these are the clos­
ing quotations—sold at Rs. 194 and on 
30th November,  Rs.  194-12-0 on 1st 
December, 1956, it was Rs. 185.  Tat*̂ 
Steel Ordys—the quotation âs Rs.
191-8-0 on 23rd November, 1956; Rs.
192-8-0  on  30th  November  and 
Rs. 180-12-0 on 1st December. Kohi- 
noor Textiles—̂the position is Rs. 340 
on 23-11-56; Rs. 345 on 30-11-1956. 
National Rayons Rs. 261 on 23-11-56 
and Rs. 262-4-0 on 30-11-1956.  Bom­
bay Dyeings: Rs. 623-12-0  on 23-11­
1956 and Rs. 625-10-0 on 30th Novem­
ber 1956.

This is a record prepared for ovir̂ 
benefit, prepared by the Government 
It also goes on to mention:

“The Calcutta Stock  Market 
was ruling quietly steady until 
Friday, November 30, 1956 when 
a sharp reversal took place.  Tlie 
news of the circumstances which 
necessitated the adjournment of 
the annual general meeting of the 
Indian Iron and Steel Co. Ltd. to 
December 7, 1956 (“in token  of 
the shareholders’  protest against 
the  limitation  imposed  on 
the dividend on  the  ordinary 
shares”) induced renewed selling 
pressure in the sh£u:e scrip which, 
in turn, imparted an easier trend 
to prices elsewhere.  This  was 
followed by  news  of  the  new 
taxation proposals  which created 
panicky conditions in the market, 
resulting in a slump___

The enquiries that I have made have 
shown only one thing. The only share 
that was affected either on the 30th 
or a day prior, was the Indian Iron 
and Steel and here is the cause some­
thing completely unconnected  with 
the Budget—that the meeting had to 
be postponed to the 7tJi of December.

Shri Mohanlal Saksena: May I inter­
rupt him?  I have received a copy of 
a letter.

Shri T. T. Krishnamachari: I know:
I will deal with that letter.

The hon. Members have  received 
copies of several letters.  Some busy­
body has been writing letters.  *

Shri Mohanlal Saksena: This is ad­
dressed to the  Secretary,  Finance 
Ministry.

Shri T. T.  Krishnamachari:  The
usual method is to address it to some 
high dignitary. In this case, the ima­
gination  did  not  go  so  high. 
Normally  these  are  addressed to 
the Prime Minister or somebody else 
and a copy is circulated to the  hon. 
Members of this House.  If my  hon. 
friend thinks that somebody who has 
sent him a copy of that letter is right, 
he must understand that he is a busy­
body.  Here are the facts which have 
been disclosed from the market posi­
tion.  If on that basis, my hon. friend 
wants to show that certain thing has 
happened, I shall give him the satis­
faction of indulging in this  happy 
indulgence.  I shall say nothing more 
about it.

Shrimati Eenu Chakravartty: Is it
not true that the limitation of divid­
end has been there for a very long 
time, since last year?  This suddeh 
reversal in the first week of December 
seems to need further explanation.

Shri T. T.  Krishnamachari:  But.
why should it be only the  Indian 
Irons?  The entire taxation proposals, 
if they had affected anybody at all, 
had affected a wide range.  So far as 
the Bombay market is concerned,  I
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have given the quotation to the hon. 
Members.  Why should it be Indiar 
Irons and nothing else?  I do not pro­
pose to deal with it any further.

The other question that was raised 
by Shri Asoka Mehta and endorsed by. 
some hon. Members here, was  that 
our import-export policy, which had 
been pursued during the last 4i—4| 
years, had been highly defective and 
had generated the present difficulties 
in the foreign exchange position. This 
is again a charge made without look­
ing into the facts and figures.  Ir 
1952, we had slumped rather  low. 
Then, we started tightening up the 
belts and re-ordered our  affairs—a 
certain amount of liberality here and 
mere—and generally we had a more 
rational picture of imports.  The net 
result was that we pumped in a hund­
red crores into the Sterling Reserves 
during the period of U years.  We 
maintained it more or less in the same 
figure until the beginning of this year.
I would also like to say that  our 
policy which was followed in regard 
to imports was something which was,
I think, rather restrictive, so far as 
consumer goods were concerned. Th*' 
liberalisation of imports for a period 
of three years has been entirely in 
respect of the requirements for  in­
dustry, which has been necessary in 
order to further the Aan  targets.
, Between the first half of 1955 and the 
first half of 1956—I am taking two 
half-years with a gap of one y^ — 
the capital goods and heavy electrical 
goods—̂tlhe licensing—rose from Rs. 
47 crores in the first half of 1955 to 
Rs. 179 crores in the first half  o£ 
1956.  Surely, that was not  import 
of consumer goods.  They are capital 
goods—̂heavy electrical  equipment. 
The difference has been a matter of 
Rs. 132 crores.  So far as what you 
call raw materials for industry  are 
concerned, during the first  half  of
1955,  we imported for Rs, 112 crores. 
During the first half of 1956, we im­
ported . for Rs. 172 crores.  Here,  I 
would like the hon. Members to under­
. stand that during this period, some of 
our traditional import of raw materials

like jute, cotton, etc. had not been on 
the same high level as it used to be 
in the past. Even so, in two important 
items, both necessary for the develop­
ment of industry in the coimtry and 
for the furtherance of the Plan, we 

 ̂have imported in one item Rs.  132 
crores and in another item  Rs.  GO 
crores more.  Between the two,  it 
shows a very big amount.

Then, the hon.  Members  know 
about the imports of iron. Shri Bansal 
asked whether it was planned or not. 
So far as planning the estimates  of 
iinports of iron and steel during the 
Plan period is concerned, I plead res­
ponsibility myself.  I would not paos 
it on to this Council or this officer or 
that officer.  It is the personal res­
ponsibility which I exercised as Com­
merce and Industry Minister.  The 
target for imports is framed by me. 
It is considerably in excess of what­
ever figure is produced departmen­
tally because I found that the target 
was not adequate, and it was also 
part of the technique.  At a  time 
when there was consistent shortage of 
iron and steel for necessary purposes, 
we had to get a very large quantity 
and that is what we did.  If all  the 
shipments which have been made or 
which are being made during the cur­
rent year come, we should have  im­
ported 1 *8 million tons of iron and 
steel as against 380 liiousand tons— 
somewhere less than a quarter of the 
present figure—which we had before. 
It will have to be done deliberately 
for the purpose of the Plan. For any­
body to say that we have been pur­
suing a policy of imports and exports 
without knowing what the needs are, 
what our limitations are and what our 
resources are, is to  talk  without 
knowing.

Therefore, I must MQr to a friend 
like Shri Asoka Mehta who is usually 
very accurate and who always comes 
to the point, that he has been wide of 
the mark.

My lion, friend, Shri Bansal, said in 
this connection that we had not been 
planning exports.  I quite agree.  I
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do remember the idea of having  a 
small commission to go  into  this 
matter the last time we reviewed it, 
some five years ago; it is now  five 
years old.  So far as the export com­
modities are concerned, there is  not 
much of elasticity and the elasticity is 
still less when consumption is rising. 
It is only when the consumption stops 
that our exports will go up. Here is 
the justification for something that I 
did, for which I was condemned even 
by my own party-men a few months 
ago.  The raising of excise duties  on 
cloth has tilted the balance again. This 
was heavily against the cloth exports. 
Though  we  have  not still  reached 
the figure of 1955, we shall certainly 
be better oflf than what we expected 
we win be round about August 1956. 
We thought we will probably  lose 
about 125 to 130 million yards.  Now 
I think we won’t even break. We will 
be short by about 30 to 35 million 
yards.  The fact that we have been 
able to export another 80  million 
yards against our expectation in Aug­
ust, is the one single justification for 
raising the excise duties which we did 
in September this year.

Therefore, much remains to be done. 
I am not one of those who are com­
placent either in regard to our own 
activities or in regard to our under­
standing of our problems.  The Plan 
is a big thing.  In fact, as I said, I 
would like to have it bigger.  But we 
would need to put away all ideas of 
complacency, even the remotest ideas 
of complacency, if the Plan is to go 
through.

Now I come to the point whether in 
•making my introductory speech  in 
connection with these Bills, I  have 
been negligent so far as the people 
of this country are concerned in the 
matter of telling them the absolute, 
bare and naked truth.  Sir, I have a 
lot of faults and I am certainly not 
a paragon.  But, at the same time, I 
do not think even people who do not 
like me would say that I  generally 
mince matters.  I have said whatever

a responable man can possibly say in 
regard to the circumstances that are 
now prevailing.  It is true that when 
the Plan was framed we expected 
the pressures, strains and stresses  in 
the structure of the economy of the 
country to develop a little later than 
it actually did.  It has come a little 
earlier.  It may be, as  some  hon. 
Members mentioned here,  that  we 
have not been taking adequate  care 
in production of certain commodities. 
I am coming to that a little later. But 
it is not that I have not told the House 
before.  In fact, I suppose 1 have not 
been guilty of what you might call a 
breach of etiquette in speaking  the 
truth even against my own colleagues, 
even against my Government, which I 
did in April this year.  I said, there 
are certain indicators so far as the 
Plan is concerned which will ask for 
greater sacrifice on our part, and am­
bivalence in thinking is certainly not 
going to help us.  Ever since I took 
over this responsibility of the Finance 
portfolio, knowing as I do my short­
comings and feeling the absence of a 
person who was in every sense a better 
man than myself, a better  planner 
anyway, I have not been trying to say 
that things are right, that things are 
smooth and that we will get through 
the Plan.  W% won’t get through the 
Plan unless we tighten our  girdles, 
unless our thinking is clear.

A Plan means a big Plan.  It means 
development of all sectors,  it does 
not mean the development of isolated 
ideas which run in narrow grooves. 
You cannot think of a Plan if you are 
thinking of austerity. You must think 
of something which is much less than 
austerity so far as the common man 
is concerned.  I heard an  .amazing 
story the other day.  Some people 
asked me: “Why do you bother about 
people getting only Rs. 60 or Rs. 70. In 
any event, we cannot  do  anything 
better for them. Let us think of some­
body in the next clause.” I refuse to do 
anything of the kind because of the 
responsibility that is given to me  as 
Finance Minister.  I am responsible
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for the economy of this countrj'. And, 
whether it is federal constitution or 
not, if the State counter-parts do not 
wake up it will be my duty* to tell . 
them to wake up, and if they will not 
wake up, I shall protest.  If̂ this Plan 
is not going to mean something for 
the common man, a little less of aus­
terity, a little less of privation, then 
the Plan is useless.  I quite  admit 
that.

So far as my hon. friend is con­
cerned, he quoted certain facts  and 
figures to tell me an obvious truth I 
am aware of, and it is only because 
I am aware of that truth that I am 
asking every section of the community 
will have to make some sacrifice.  I 
cannot in all conscience go and ask a 
person  who  has  nothing  to 
sacrifice further.  That is why  we 
are asking the rich to sacrifice.

People tell me  of  disincentives. 
What is the use of incentives in any 
country if things continue in the pre­
sent shape.  I am ashamed that peo- 
pie—I am afraid, people of the same 
colour and people who belong to this 
country—in the year 1956, when the 
world everywhere is in the throes of 
revolution, think in terms of vested 
interests getting an entrenched posi­
tion?  But that is nothing surprising, 
because I may tell my hon. friends 
here that it does not stop here.  I am 
not annoyed with them because I am 
sure the vested interests will fight in 
my front, on my side, on my back and 
on my flanks.

I know that if you are going  to 
carry through this Plan then every 
section which can afford to make a 
sacrifice will have to be asked +0 
make a sacrifice.  We will have to 
face struggles on all sides.  I know 
there will be a capitalist strike which, 
I think, we have not known before. 
It is coming and it is being threaten­
ed. So long as we  have the  people 
behind us, so long as we feel that we 
are consciously  doing our best  for 
them, I am not afraid of this. If we 
have to go out as a party, let us go 
fighting, let us not go on compromise.

The mere fact that the situation is 
bad and I have not heightened it does 
not mean I am mitigating the situa­
tion.  I realise the situation is serious. 
The Plan must go through.  The pre­
sent conditions are such that unless 
they are vitally and radically altered 
the Plan may not go through.  As  I 
said somewhere else, if the Plan fails 
with that fails democracy.  Therefore, 
Shri Asoka Mehta need not carry con­
viction to the converted.  I am a con­
verted person.  He quoted figures and 
said that national income  statistics 
have not risen, an upward trend has 
not been maintained.  Don’t I  know 
it?  Don’t I know that we have had a 
diminution in our food crops?  To an 
extent that has shown an indication 
so far as our national income is con­
cerned.  Don’t I know the fact  that 
unless-the national income rises pro­
gressively wit̂ a rising population the 
averages will show we are  static? 
Don’t I know that even  industrial 
production which was rising  very 
rapidly has slowed down a bit because 
it has to get a breathing space? Don’t 
I know that if I force things down in 
an economy without being digested 
the net result will be perhaps chaos? 
We know it.  In fact, that is one of 
the reasons why I have been harping 
on this theory that we should give 
up deficit financing.  It is no use putt­
ing more pressure on an . economy 
where strains have already developed. 
The economy must be allowed  to 
digest what has been already given. 
Of course, deficit financing, which I 
elaborated sometime back, is for try­
ing to bridge the gap between deve­
lopment and the savings that  will 
come in some form or other.  It may 
not come directly as national savings, 
then it has to be compulsory savings, 
it has to be compulsory  insurance.

Some hon. friend here m̂ t̂ioned 
about my having said that in future 
we shall have to depend more anH 
more on corporate savings, 'vîirch is 
in the form of savings of companies, 
which is in the form of  insurance 
savings, which is in the form of pro­
vident fund and pension benefits.  I
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am not going to withdraw from that 
position because somebody  said  I 
am wrong.  I still expect small men 
to invest.  They are investing.  They 
are  probably  not  investing  in 
the proper way.  Hiey are probably 
investing  in  Guest  Keen  and 
Williams, Hindustan Lever, National 
Carbon and others instead of invest­
ing in floatations of  Shri  Tulsidas 
and Shri Somani.  Am I to be blam­
ed for it?  If the average individual 
in this  country  thinks  that  the 
foreigner is a safer person to put 
his money with and not  my  hon. 
friends here, then my hon. friends 
are responsible for it.  I am not res­
ponsible for it.  I never  said  that 
Shri Tulsidas and Shri Somani are 
any less able than  foreigners.  If 
they are able at all they  are only 
averagely able because no man worth 
his salt is going to leave his coimtry 
and come to India only because of 
certain facilities.

I am not aware  of  any  of  my 
investments about which hon. Mem­
bers mentioned.  I have no money. 
I have never thought of any invest­
ment; all I possess is five shares in 
the Indian Bank  which  I  bought 
merely to attend the directors’ meet­
ing about twenty years back.  Un­
fortunately, I have not divested my­
self of it, as the  Rs. 600 or  Rs. 700 
that I get from it might be useful. 
I do not understand what the hon. 
Members say.  It is for them  to 
remedy  the  situation. Why  come 
and blame the Government  saying 
that they are doing this and doing 
that?  Why don’t you enthuse  con­
fidence in the minds of the  people.

I say part of my investment must 
come from  corporate  savings,  part 
from insurance funds and part will 
be got by collecting  the  amounts 
from investors who will be v̂en 8 
to 9 per cent.  I come from a lower 
middle dlass.  I know their menta­
lity.  The lower middle  class  is 
completely satisfied if it is given 
to 8 per cent.  If it is given  9 per 
cent, it is absolutely  satisfied.  In 
that case a lower middle class man

won’t sell  his  script  at  all.  It 
won’t ĉome  at  the  Calcutta  or
• Bombay market.  He will hug to it 
and he will say;  “I  will  get 9 p̂  
cent.”.  The mentality in our coimtry 
is that 9 per cent, is something which 
is a very rich  return.  Why  don’t 
you do it?  So, there is no point in 
saying that corporate savings  should 
not be depended upon.

I am coming back to where  Shri 
Asoka Mehta left.  In an economy of 
this nature, the national income statis­
tics are undoubtedly revealing, but 
they are not surprismg, because even 
in industrial production  which  has 
been showing an upward trend has 
slowed down a bit, but probably may 
go up again.  Import of capital goods 
and iron and steel means  more in­
dustrial production.  But, one item of 
industrial production is not going to 
be augmented, namely, cloth.  So far 
as cloth production is concerned, we 
will not be able to increase it to an 
appreciable  extent.  Therefore,  the 
total national income arising out  of 
production will not benefit from that 
item which has gone to augment  it 
all along.

My hon. friend, Shri Asoka Mehta, 
mentioned  about the  Poona socio­
economic survey.  I do not know very 
much about Poona.  But, I visited a 
few months ago, about the middle of 
this yê, an industrial city very near 
it, i.e., Sholapur.  The difference bet­
ween Poona and Sholapur is marked. 
Poona is a city where lawyers, Gov­
ernment servants, petty shopkeepers 
etc. live and excepting one or  two, 
there are no industrialists.  Many of 
the industrialists are living  in  the 
cantonment.  It  is a  queer sort of 
city where growth cannot come  be­
cause there is no  income.  If  you 
take Bombay, the  figures  may  be 
different.  In spite of the fact that you 
will see thousands and thousands of 
pavement sleepers at 11 or 12 in the 
night, the figures may be different. 
I went to Sholapur and spent a whole 
day going  round.  I was  interested 
only in one sector of the population,
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but I saw quite a lot of them. I saw the 
handloom weavers.  I saw some terri­
fic spectacles and at the same  time 
some very good prospects also.  A 
handloom weaver makes Rs. % a day 
in that city.  In Karimnagar I saw a 
family of handloom weavers—̂husband 
and wife—making Rs. 25 a month in 
conditions which I can  hardly  des­
cribe.  There were about 25 pit looms 
in one small house.  The cook-room 
was at the end of the house; men and 
women were sleeping in  the  same 
place; working children were strewn 
about the place.  They had to do the 
dyeing there and fumes were coming 
out of the pots in which the dyes were 
being boiled.  There was no lavatory 
and the courtyard was  stinking  of 
urine and human excreta.  It was 5 
o’clock in the evening and there was 
hardly any light.  I found no light in 
their eyes.  I do not mind confessing 
our faults.  But half a  mile  away, 
there were about 300 single tenements 
with bathroom, lavatory etc.  No re­
fugee will come there  because  the 
C.P.W.D, have laid down that the re- , 
turn on each tenement should be Rs. 25 
a month.  The  police  pwple  were 
occupying some tenements, but  still 
about 150 tenements were vacant.  I 
thought, here are human beings liv­
ing in a state absolutely like pigs and 
here are 150 tenements empty.  I ad­
mit that it is my defect.  It  is  the 
defect of the Government to which T 
belong.  I told the Collector, “If you 
start an industrial  co-operative for 
handloom weavers, I am prepared to 
finance it.”  I have been trying to 
follow it up, but I do not know what 
has happened.  It is after  knowing 
the conditions of these people that we 
have brought this Plan,  '̂ at is the 
use of telling me of the Poona socio­
economic survey?  Poona is not  the 
common type of town to take.  You 
will fipd that in South India in many 
of the towns people are having  a 
parasitical existence without produc­
ing anything.  It is not so in the case 
of industrial towns.  After all, this is 
not anything new.  There is no use in 
throwing it at me and saying Poona 
is like this.  My answer  to  Poona 
again is the Plan.

Shrlmati Reno Cbakravartty: ĥat 
about the problem of  unemployment 
in Calcutta?

Shri T. T,  Krishnamadiaii:  The
trouble about Calcutta  is  this.  I 
sympathise enormously with the diffi­
culties not only of the Bengal Gov­
ernment, but also of the people there. 
But my hon. friend must  recognise 
that apart from politics, we are human 
beings.  So far as Bengal is concern­
ed, the problem today is the problem 
that faces the  entire  country  and 
faces me in a greater degree than it 
faces anybody  else.  How  can  we 
stop this steady influx of people com­
ing in all the time?  In many cases, 
they will not go back after that.  I 
do not blame them.  There is no point 
in saying to unfortunate people, “you 
have  been  misbehaving”.  It is a 
challenge.  It is a challenge to  you 
and to me.

Shrimati Renn Cliakravartty:  The
challenge is to you; not to me.

Shrl T. T. Krishnamachari: I am nr>t 
denying the fact; I do not propose to 
deny it.  I accept it  It is a chaÛ n̂ge 
which we have to meet on considera­
tions which are  extra-political,  on 
human considerations and on the con­
sideration that this is our coimtry and 
we have to do something about it.  I 
will accept any offer of co-operation 
that I get from hon. Members oppo­
site, which has not got  a  political 
flavour behind it  But, if  my  hon. 
friend is going to say, “I have done 
this; I have twisted the tail  of  the 
Finance Minister and made him do 
this”, I will say, “nothing doing”

Shrimati  Rena  Chakravartty:
Prestige!

Shri T. T. Krishiuîchari: If it is
a question of the hon. Member, my­
self and other people  silting  down 
and doing it, I am prepared.  If my 
hon. friend wants that I shouJd spend 
a week or 10 days in Calcutta and 
if it will solve the problem in  any 
way, I am at her disposal.

Shrimati Renu Chakravartty: Stop 
retrenchment in the jute industry.
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Sliri  T.  T.  Krishnamacbari:  But
there is  one  clear  understanding. 
There should not be even an inciden­
tal or remote idea of political  ex­
ploitation of an unfortunate Finance 
Minister.

I do not think it is necessary  for 
me to dilate at length on the general 
points made by my hon. friend, Shri 
Asoka Mehta,  I very greatly  value 
his criticisms, because he is a man 
who feels what he says.  But he for­
gets the fact that he is on the other 
side and I am here.  Whatever he has 
said is what, I think, I would  have 
said if I were there.  But it appears 
to me that what I am doing now is 
the only sound thing to do today.  It 
seems to be the only way in  which 
we can go.  I do not say that this will 
be the law for all times to come.  It 
may change three months hence; but, 
for the time being, this is the direc­
tion in which we should go.

My hon. friend p̂oke about integ­
rated taxation, and asked,  “Do you 
accepl Mr. Kaldor or  not?”  It  is 
something like asking, “Have you left 
off beating your wife?”  All that  I 
can say is that I have no wife.  Mr. 
Kaldor is a good friend of mine;  I 
know how his mind is working and 
I also know other people of the same 
calibre as Mr. Kaldor.  I still keep a 
sort  of  correspondence  with  Mr. 
Kaldor.  But, that is not what  is 
needed.  What we need is, how to 
proceed in the direction in which we 
can raise  more  resources  without 
needlessly shutting oflf sources which 
still allow a trickle  to  come in.  I 
shall allow the people  from  whom 
the trickle is coming  to  exist,  so 
long as it does  not  go  dry.  The 
taxation system must be  integrated, 
but you cannot put it  all  at once. 
Supposing I say that income-tax  is 
going to be lowered and some other 
iax is going to be levied, people will 
say, “Does this man know  how  to 
administer  the  taxes?  T. T. K. 
always used to do this kind of thing”. 
I would like to tell them that I am 
also getting a little wiser; why don’t 
you allow me to get a little  wiser? 
Let me find my  feet.  Ttings  will
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change; it does not mean destruction 
Of private enterprise.  I do not want 
to destroy anybody, although I want 
a little more money.

Shri  Asoka  Mehta  said,  “The 
Finance Minister said that if he could 
get 80 per cent, of the taxes that are 
due, he will increase the Plan by 25 
per cent.  The plan is  for  Rs. 4,800 
crores and 25 per cent, of it comes to 
Rs, 1,200 crores.  So,  the  Finance 
Minister has confessed that Rs. 1,200 
crores for five years is the amount of 
tax that is due.”  Well,  maybe  I 
meant all taxation.  Maybe, I meant 
inCome-tax.  What does he draw from 
that?  Does he mean that I have be­
come  incompetent  straightway?  It 
will take time.  I do not say that 80 
per cent, is the optimum which I will 
ever reach or any Finance Minister 
will ever reach so long as human be­
ings are what they are.  Even in a 
communist State, they would not like 
to pay taxes if it is possible.  I know 
they have a differential scale of prices 
for goods, according  to  their  own 
socio-economic theories.  Suppose 1 
go to Russia with two suits, if I would 
like to come back with one suit and 
buy something there, probably some 
books, if I want to sell my suit, I 
can get a black market price evan 
the?*e.  Human beings  are  human 
beings everywhere.  Even if myself 
or my successor or  the  successor 
thereafter should deviŝ a fool-proof 
system of taxation, there wiU be eva­
sion.  You have only to devise, some­
body will evade.  I do  agree  that 
evasion is very large.  I  make  no 
bones about it.  If I am inefficient, if 
the Central Board of Revenue is in­
efficient, people can draw their con­
clusions.  If I do not realise that I am 
inefficient or that my system  is  at 
fault, there is no incentive fox  im­
provement, to develop,  to  re-order 
things.  I shall not hesitate to come to 
the House with proposals both in the 
matter of recruiting personnel, selec­
tion, payment, etc. and also in regard 
to the troubles that I have  in  the 
matter of collection of taxes, (if the 
House permits), merely because Shri
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Tulsidas will controvert.  Every item 
of tax legislation that I bring goes to 
the High Court  and  the  Supreme 
Court.  I may have proof here  that 
somebody is evading tax.  I can show 
in probably a couple of weeks or  a 
month.  But, I am not  permitted to 
do that.  My books are taken away. 
The court will  say  nothing  doing. 
Articles 14 or 18 or 19 or whatever 
article it is, which Pandit Thakur Das 
Bhargava and I have devised are the 
things that stand in the way of our 
being efficient collectors  of  taxes. 
Maybe, I will certainly ĉ me  to the 
House if permitted with a  proposal 
that we should restore the provision 
which existed in the Government of 
India Act, namely, revenue measures 
were not matters subject to judicial 
review.  If the Hoû is prepared to 
give it, I promise straightaway to show 
progressively month by  month  effi- 
ci-ency in collection.  There is no point 
in blaming an institution.  After all, 
that institution has individuals who 
are supported by law and  lawyers.̂ 
Therefore, I know the culprit  But, 
what can I do?  I cannot collect the 
money because the law does not per­
mit us to do it.

From that, I will take the House to 
the other question of delegated legis­
lation.  Of course, Shri Tulsidas men­
tioned it  But,  he  mentioned  it 
casually.  It  needed  some  clever 
people from this side to tell us about 
delegated legislation.  The principle 
of jurisprudence so far as tax collec­
tion is concerned is that there is al­
ways a large area of discretion left 
in the hands of the  executive  for 
compounding,  for  collecting  less. 
After all, revenue considerations are 
most important.  I can compound any 
tax with anybody.  I may have an 
assessment of Rs. 4 crores;  I  may 
take a crore.  There is nothing wrong 
about it.  If I do not take one crore, 
the whole of it may go.  So far as 
taxation is concerned, particularly in 
the conditions in which we are now 
functioning, the principal thing is we 
must have a certain amount of elasti- 
cii;y.  Take, for instance, stamp duty. 
My hon. ftnend Shri Tulsidas told me
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that from three annas to Rs. 10 is a 
very big jump.  Suppose it is my in­
tention to make it Rs. 5 or Rs. 1-4-0 
for every Rs. 500, suppose I find to­
morrow that it has had an effect on 
the market and other conditions are 
coming into being or conditions  are 
changing, I will -certainly change it to 
one anna or two annas or I will say 
the tax will be kept  in  abeyance. 
The stamp duty has to be worked in 
that manner.  You have to watch the 
condition of the market  If the need 
for money is not very great, there is 
no point in my asking for a highgr 
stamp duty on bills.  As and when 
I find that  the  market  conditions 
necessitate it, I am raising the bank 
rate or lowering it.  This is a small 
device similar to that  It has to be 
raised or lowered.  Shri Bansal aŝ- 
ed, the Parliament is sitting all the 
year roimd, why not come  and  ask 
Parliament to do it  If I have to do 
that, by that time, the mischief would 
be done.  These are matters which 
have essentially to be left  to  the 
executive.

Shri Bansal said that  in  times 
when he was not here and  I  was 
functioning, I spoke against delegat­
ed legislation.  It is true.  The old 
Speaker who always gave me a cer­
tain amount of indulgence,  listened 
to me.  We have a  Committee  on 
subordinate legislation.  I had some­
thing to do with it, and I  was  a 
Member of the Committee  when it 
started.  I do not think the Commit­
tee has understood what its scope is. 
Delegated legislation must and will be 
there.  You have to watch delegated 
legislation.  I have seen the reports 
of the Committee.  Every rule that 
is made, unless there  is  delegated 
legislation, must secure the approval 
of Parliament.  If that is so, there is 
no delegated legislatitDn.  What you do 
in the Committee on Delegated Legis­
lation is to see if the delegation is 
abused.  That is why every rule  is 
placed on the Table of the House.  If 
you scrutinise it and find any abuse, 
say it is an abuse, you have gone be­
yond drfegation, you are not  using 
delegation  properly,  you  beiter
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change.  There should be  delegated 
legislation, but it should  be  under 
check.  It should be used for proper 
purposes.  My hon. friend says, dele­
gated legislation is wrong.  I agi*ee, 
so far as vested interests are concern­
ed, my hon. friend Shri Bansal is not 
a vested interest.  He belongs to the 
class of salaried  persons.  He  must 
understand that delegated legislation 
is very essential, the  administrative 
task of the Government being what 
it is today.  There will have  to  be 
increased delegated  legislation  and 
increased supervision.  If  there  is 
abuse, you can say, you should not 
do this,  you  should  do  this.  We 
should watch and see if it is correct­
ly used.  If delegated legislation  is 
misused Parliament must call on the 
Government to explain.  There is no 
use saying that tnere should not be 
delegated legislation.  No administra­
tion can go on.  That is my answer 
to the points made on this side of 

the House.

I am sure my  hon.  friend  Shri 
Tulsidas will be very angry if I do 
not refer to some of the  points that 
he has made.  I am afraid he has not 
given me very much of meat.  He 
has said something about the customs 
duties, and excise  duties.  He  asks, 
why do you impose an excise duty on 
sewmg machines.  Because,  sewing 
machines can be made in the country. 
Foreign sewing machines  are  more 
costly and more machines  will  be 
made in the coimtry.  A large num­
ber is being made in  the  country. 
Why do you impose duty on glucose? 
Because the type of glucose on which 
duty is put is non-medicinal.  There 
is also  indigenous  production.  In 
every case where we have put duty, 
we have really seen to the interests 
of the consimier and whether there 
is an industry which can fill the gap.

I think Shri N. C. Chatterjee does 
not want my reply.  If I may  say 
something in his  absence,  he  was 
merely talking to brief and  having 
done it, he is no longer interested in 

the brief.

Shrimati Renu Chakravartty  gave 
me very valuable support.  In fact, 
right through the speech, I found as 
if we belonged to the same party.  I 
was very happy about it because she 
gave it very generously.  I  am  not 
referring in a light way to the valu­
able massive support that she gave 
me.  I think in one or two  thhigs, 
she is not quite correct.  She spoke 
about relinquishment.  I think that is 
somebody  else.  She  referred  to
managing agency companies escaping. 
They won’t.  In fact, the person who 
spoke about relinquishment more or 
less gave the answer—Pandit Thakur 
Das Bhargava spoke about relinquish­
ment—̂because  that  is  how  it 
happens.  A  managing  agency 
will relinquish  instead of selling it, 
and then there will be some valuable 
asset which has been given away.  So, 
that will not really entitle a person 
to exemption.  Then, with regard to 
foreign concerns  transferring  their 
interests in India, capital gains will 
be taxed, thfere is no escape.  If the 
law is defective, I will certainly have 
the matter examined and before ac­
tually the matter can go to court we 
can set it right.

So far as speeches today are con­
cerned, I would like to deal with them 
very briefly.  Dr. Krishnaswami took 
the other side.  He said I presented 
an ominous picture.  He  sympathis­
ed with me, and I am very grateful 
to him for the sympathy.  I am per­
fectly sure what he said is right, that 
the Finance Minister is treated  un­
kindly, that he might put up with it 
once or twice or thrice, and then he 
might break his heart and give up the 
job.  Maybe another man  will  be 
found more competent than  myself, 
but still  a  change  always  means 
something which will affect the pro­
gress in between.  Therefore, I cer­
tainly say amen  to whatever he has 
said that people should not be unkind 
to me.

Dr. Krishnaswami: I did not say you
would give up your job.  I said you 
would find circumstances treating you
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position of the Russians are all being 
trained.  Everything  is  going  ac­
cording to schedule,  as far  as  our 
technical advi*ce would permit Us to 
do, that is to say if they give us the 
blueprint then we start.  If they do 
not give us, we cannot start the work.
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unkindly and that the people would 
have fresh imposts and exactions  of 
an unpleasant nature to expect.

Shri T. T. Krishnamachari: I am
afraid my hon. friend is yoimger and 
therefore his imagination  is  more 
lively than mine.

One point I must  mention  about 
what  my  friend  Shri  Mohanlal 
Saksena said.  He is an old  friend. 
In fact, we have worked together, sat 
side by side, but he has always got 
one passion, that portfolios must be 
divided.  He said in the old days that 
I must give up cottage industries.  I 
gave it up.  He now says I must give 
up iron and steel.  Possibly I might 
give it up, but I hope there will be 
somebody better than myself  taking 
it over.  I am deeply interested in it. 
I do not think anybody else will be 
quite as interested in it.  Not  only 
am I thinking of these  three  steel 
plants but of  others.  Even  today 
while listening to the speeches here, 
I asked the Ministry to set  up  a 
planning cell because to plan for the 
future it is necessary.  So, I am deep­
ly interested in it.  Even  if  some­
body else takes it up, there  is  one 
thing  in  being  Finance  Minister. 
Some one said as Finance Minister 1 
must be interested in transport.  I 
am interested-  My hon. friend Shri 
A. M. Thomas said I must be interest­
ed in railways.  I am vitally interest­
ed in it.  In fact, I keep  in  touch 
practically with the weekly progress 
that is made in expenditure, and  I 
do feel that we ought  to  find  the 
money necessary  for  strengthening 
the railways.  Therefore, even if I 
give it up, I shall still be interested.

One thing I would like to tell the 
hon. Member, that the stories that he 
gets about Bhilai are like the stories 
we get about  the  stock  exchange. 
There is some group, I do not know 
where, whether it is from  Madhya 
Pradesh  or  somewhere  else,  that 
wants to say that nothing  is  being 
done.  Everything  is  being  done. 
The goods are being properly stored 
in proper covered places.  The peo­
ple who are necessary for taking the

Shri Mohanlal Saksena: My point
is this.  What was the time schedule 
for  laying  down  the  foimdations? 
Was it not before the rsiins?  It has 
not been done.

Shri T. T. Krishnamachari; Yes, it 
was before the rains.  The  Russian 
time schedule is  somewhere  about 
July, but they did not send even the 
blueprints.

Shri Moiianlal Saksena: I  do not
blame you, but we are lagging  be­
hind time schedule.

Shri T. T. Krishnamachari: There 
is no question of lagging behind be­
cause after all these blueprints have 
to be sent by our  consultants.  We 
only got certain basic details, we did 
not get the blueprints, and we built 
lip a tender form with it eind we have 
given a contract.  I can give my hon. 
friend Shri Mohanlal  Saksena  this 
assurance that if you put up with me 
for the next two years, if  I  come 
back—that is a very big ‘if’—as Iron 
and Steel Minister, I shall give these 
plants on the delivery dates.  There 
will be no difficulty about it.  It does 
not matter who says what is being 
done  zind  what  is  not  being 
done, it can be given on the dates 
that we have fixed. Maybe a fortnight 
this way or that, but it can be done.

Shri  Feroze  Gandhi (Pratapgarh
Distt.—West cum Rae Bareli Distt.— 
East): That is a good bargain.

Shri T. T. Krishnamachari: It is a
bargain, but I want my friend to think 
of the T. T. K. that he used to know 
in 1948, 1949 and 1950, and not as a 
person who has gone away from him 
and sits in the Treasury Benches and 
hardly has the time to see him or to 
speak to him.  I do not say he is a 
party to this propaganda, but he has
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heard about it.  There are rags who 
write and say I have made Bhil̂ a 
Madrasi colony, that somebody from 
Travancore-Cochin,  another  fro-m 
Palghat happens to be a close relative 
of mine even though I live 350 miles 
away.  A man who speaks Kanarese, 
Malayalam, Telugu and even Marathi 
will be a Madrasi so long as Bhilai 
is  concerned.  I  have  no  interest 
in  Madrasi  or  anybody,  but  I 
must  have  a  man  to  do  it. 
It does not matter where he comes 
from.  He  may  come  from  the 
Punjab, Bengal, Madras, but the job 
has to be done.  Whether I do it or 
somebody else does it, the thing will 
be done and has to be done.  And on 
that depends the future  stability of 
the country.  As I mentioned some­
where, the stability of the  country 
will have to be judged more on its 
production base, and if we have three 
steel plants which will lead to bigger 
stael plants later, that itself is  the 
biggest backing that you can have for 
the stability of the rupee.  *

I do not want to take up the time 
of the House any more.  Some hon. 
Members, particularly Shri Tulsidas 
has framed such a lot of amendments 
that it is likely that I will have 
explain every one of  the  amend­
ments with regard to the nature of 
the Bril.  Only I would like to  say 
once again that so far as taxation is 
concerned, as I have said we have 
made a beginning.  The capital gains 
tax may be defective, we will remedy 
it.  Gifts may have been left out.  If 
it means a big  loophole, it  will be 
plugged.  But we have to take a step 
forward, and that is what  we  have 
done today.  It has been shown and 
we realise that the  plans are such 
that we have to plug a  number of 
holes.  Resources have to be raised 
and we have to do  it.  There is no ̂ 
question of saying 28th February is 
sacred every year, or 29th February 
if it is a leap year, and you should 
not talk about  finance  or  budget 
during any other portion of the year. 
If that is so, there could be no Plan, 
The Plan does not mean sitting in the

Planning Commission and  bringing 
out a big book-  It means working 16, 
18 hours a day and finding out our 
loopholes.  My  hon.  friend  Shri
A. M. Thomas mentioned  that  the 
biggest defect in the Plan volimie is 
the chapter on foreign exchange and 
finance, but don’t we know it?  That 
is because the Plan was thought of in 
terms of what you might call physical 
planning, and you fixed your target, 
then tried to prime  it  from  your 
foreign exchange and finance  basis, 
still you are left a little behind be­
cause you must add somethiag  for 
human endeavour.  If I merely say: 
“This is my  foreign  exchange  and 
finance, I shall have a Plan on it”, I 
can have a Plan for Rs. 3,600 crores, 
but because we have left something 
for  human  endeavour,  human  in­
genuity, for the collective will of the 
people of the country  that  finance 
and foreign exchange is, as Shri A. M. 
Thomas said, what it is.  Therefore, 
if I am here, I will offer no apologies 
to this House to come back again and 
again every session if I could  only 
devise some taxation measure, some 
measure to plug the hole, some mea­
sure to raise more resources,  some­
thing which will ultimately help the 
small man.  If that is  my  justifica­
tion, I will  seek  that  justification, 
come to the House with perhaps new 
measures, not only on the 28th Feb­
ruary or 29th February,  but  once, 
twice, thrice, four times or five times • 
a year if it is necessary.  I offer no 
apologies for coming to the House in 
season and out of season  for  more 
revenues, for more power in order to 
see that this Plan is a success.

Shri Matthen: May I know  if the 
hon. Finance Minister will look into 
the recent fall in the cashewnut indus­
try which has dollar earning capacity, 
and whether he can rectify it?

Shri T. T. Krishnamachari: If I may 
say so, I realise that the Government 
of India has  innumerable  children, 
but if anybody does point out the fact 
that one child has not got any milk, 
we v/ill certainly look after it and see 
if we can give it some help.




