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CALLING ATTENTION TO A
MATTER OF URGENT PUBLIC
IMPORTANCE

StrIRE IN Inpian Arvminmum Co.,
L1p., ALWAYE

Shri Punnoose (Alleppey): Sir,
under Rule 216, I beg to call the
attention of the Minister of Labour
to the following matter of wurgent
public imprrtance and 1 request that
he may make a statement thereon:

the Indmn
Alwaye,

“The strike in
Aluminium Co., Ltd,
Travancore-Cochin.”

The Deputy Minister of Labour
(Shri Abid Ali); The Company paid
a bonus of 10 per cent. of the gross
earnings, in 1954, though it had
sustained a loss. In 1955, the Workers'
Union demanded 25 per cent. of the
gross earnings as bonus for that
year as the Company had made some
profits. The Company pleaded inabi-
lity to pay as it had to adjust a
portion of the profit against heavy
losses incurred in the past. On the
intervention of the conciliation
machinery, the Company agreed to
pay up to 11} per cent. that is 1} per
cent. more than what was paid as
bonus in 1954. The offer was not
acceptable to the Union. As no settle-
ment could be effected, the State
Government referred the dispute on
the 2nd August, 1956, for adjudica-
tion. This was communicated to the
parties.

While the dispute was pending
before the Tribunal, the workers
went on strike suddenly from 8 am.
on 14th August, 1956. The plant in
the Aluminium Factory is a conti-
nuous process plant and the sudden
stoppage of work will involve consi-
derable loss.

As the workers went on strike
during the pendency of adjudication
proceedings the strike 1 illegal under
section 24(1) (i) of the Industrial
Disputes Act, 1947. .

5344

CENTRAL EXCISES AND SALT
(AMENDMENT) BILL

The Minister of Finance and Iron
and Steel (Shri T. T. Krishnama-
chari): Sir, T beg to move:

“That the®Bill furthér to amend
the Central Excises and Salt
Act, 1944, be taken into consi-
deration.”

On Friday evening when I sought
leave of this House to move the Bill,
I made a statement indicating the
reasons for Government imposing this
taxation. In fact, though the state-
ment was short, it covered more or
less all aspects of the situation, and
I do not think that at this stage
there is any need for me to add very
much to that statement. But because
hon. Members would need some more
factual infofmation behind the action
taken by the Government in this
regard, it was felt that a note should
be circulated, and I hope that every
hon. Member has got the note which
Parliament Secretariat was good
‘enough to circulate last night. The
note gives factual figures of the
situation as it exists today. For the
sake of those hon. Members who
might not have had time to read the
note, I would like to recapitulate the
contents of the note here.

The three facts which have to be
taken in considering a motion of this
nature are that the consumption
figures of cloth show sharp upward
trend, that the demand for cloth is
not met by the supply that is now
available, and that, as a conseguence,
there is an increase in price. This is
a factual appraisal of the situation
that we have at present.

It is not necessary for me at this
stage to go into the clauses of these
facts coming into being. Some of it
perhaps is due to the fact that we are
following for various reasons, and
good ones, a somewhat restrictive
policy in régard to the developmept
or expansion of the mill sector. Our
doing so has yielded certain results
which would be evident from the
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figures that this note gives in respect
of the need for increase in production
in the handloom sector. We also
anticipated a rise in the consumption
of cloth as a result of the First Five
Year Plan going thrgugh, but it
seems that the consumption has got
accelerated in a sense, and the rise
is higher than what we anticipated.
Tne production too that we have
today is not flexible enough for us to
meet a contingency of this nature. I
think at an appropriate time the
House will perhaps indicate its own
views on this maftter, and Govern-
ment would be quite prepared to take
steps to see that within a measure-
able distance of time we could avoid
a contingency of this nature that is,
we shall have an installed capacity
which might or might not be used in
the mill sector which would permit
us to increase production when we
need such increased production for
consumption in the country.

The main point before us really is
that with the upward trend in
demand, we are expecting a sharp
increase in prices as a result of the
shortage of goods. The Puja demand
is coming almost within the next few
weeks. There will be the Diwali
demand and in certain parts of India
during the Sankaranthi also cloth is
purchased, and advantage will certain
be taken of by the industry and
trade to raise pricées further than
what they have been raised. We have,
in the note, indicated the steady
rise in prices—not often are these
equated by the pari passu rise in the
price of cotton.

If hon. members will loock at the
ﬁgures that I have given in regard to
the increase in the price of medium
cloth, they would find that the cotton
mix price which has been indicated
has been more or less steady practical-
ly from the beginning of the
years. The facts therefore seem to be
reasonably clear that there will be an
increase in prices in the near future,
and the only method normally open
to us to meet that contingency is to
increase supply. The fiscal resources
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at our disposal, as I said before, do
not permit us to bring into being a
situation of this nature. Naturally,
one has to adopt such fiscal measures
as are available with a consciousness—
and I might say in my case a deep
consciousness—of the fact of the
imperfection of those d&evices for
achieving the ends that we have in
view, so that we can to some extent
restrict consumption, and where we
cannot do it, to mop up some portion
of the extra profits that are made by
the trade and industry.

The measure before the House, if it
is studied in all its aspects, will
indicate that it is a deterrent measure,
that Government have armed
themselves or seek to arm themselves,
subject to the approval of the two
Houses of Parliament, with enough
powers to see that if prices rise, there
will be a simultaneous rise in the
tax. The point hon. Mémbers will
have to remember is that it is not a
per se taxation measure. Though our
needs are great and may be we have
to come before the House on a later
occasion for taxation in this or other
forms, at the present moment what is
mainly intended is not to impose on
the public a taxation measure by the
tax device used for the purpose of
attaining certain ends, which certainly
is not very effective but nevertheless
goes a long way to mitigating the
situation,

Dr. Lanka Sundaram (Visakhapat-
nam): What is the situation you want
to mitigate?

Pandit 8. C. Mishra (Monghyr
North-East): Only to get money.

shri T. T. Krishnamacharl: Hon.
Members will note that we have taken
power to raise the amount of tax. My
hon. friend wants to know what is the
situation that I want to mitigate.
Unfortunately my expression is mnot
equal to the clarity that my hon.
friend has at his disposal. That is
exactly what 1 have been saying all
along, and the situation that I have
to meet is a possible contingency of
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shortage in cloth and an increase in
prices, That is exactly what is sought
to be done. The hon. Member might
say, “What you do will not meet the
situation”. That is a matter of opinion.
But the main purpose behind this
measure today is to meet that situa-
tion, that is, a possible shortage in
cloth and arrest, if not wholly at least
to some extent, a possible incrase in
prices.

Shri 8. 8. More (Sholapur): Do
you want to stop the growth in
consumption? -

Shri T. T. Krishnamachari: It is so;
my hon, friend sometimes hits wupon
the nail correctly. That is the whole
idea.

Shri 8. 8. More: That is my virtue.

Shri T. T. Krishnamachari: If
consumption of cloth rises beyond the
availability of cloth, then naturally
inflationary trends gather momentum.
Of course, we do not want consump-
tion of cloth to be decreased if we
have cloth to supply. But the limits
to which we ought to permit consump-
tion should have some relation to the
limits to which we can afford supply.
In the present case, consumption is
out riunning supply. It is a simple
economic fact which my hon. friend
may -laugh at, but it is nevertheless
very grim and realistic, and we cannot
escape from it. A higher price,

. whether the profits are made by the
dealer or some portion of it is taken
by the State, has certain effects when
the prices reach, what is called in
economic parlance, a stage when the
law of diminishing returns operates,
and the consumer says ‘No'. If1am
normally going to buy 20 yards this
season, and if I buy only 18 yards,
then the prices will come down, The
demand will probably be either
equated to supply or a little lower
than the supply.

Bhrimati Tarkeshwari Bimha (Patna
East): What about Dussera and Puja.
(Iﬂhﬂupﬁnu).
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Mr. Speaker;: The hom. Minister
ought to be allowed to go on. I have
noted the names of hon. Members who
want to participate in this debate.
Other hon. Members merely want to
elucidate a particular point and they
may kindly care to note down their
point, and after the hon. Members
finish, if I find that the points made
are not sufficient, I shall allow one or
two questions to be put.

Shri T. T. Krishnamachari: We had
expected that the economic process
will act and, as I said, when the prices
rise beyond a particular level may be
the consumption will drop, It is not
a thing which is desirable, but in the
present circumstances there is nothing
else that can be done than hope that
the consumption will be restricted. If
we can ‘persuade the people by
propaganda, by telling them that if
they go on buying now more than
what is necessary they are merely
allowing the dealer to raise the prices,
we can do something to limit the
purchases and it would be a good
thing. But by a sort of complete con-
trol and rationing I do not think Row it
will be possible for us to keep down
the prices at a particular level and not
allow them to rise. I do not think
normally Members of this House are
prepared to have a thing of that
nature because in the past our experi-
ence has been that the administra-
tion of control has not been either
complete or perfect and it has led to
a lot of abuse. So we are now really
trying to use fiscal devices to inhibit
consumption to some extent,

I would like to make it clear again
that, while we would welcome all the
money that would go into the
treasury, we are certainly not
imposing the tax with a view to
augmenting the revenue but to mop
up some portion of the increased
profits that are being made. I do not
want to tell the hon. Members that
no portion of this tax will be passed
on to the consumer, becauseI am not
in a position to say very definitely that
that would be so. I am perfectly
certain, considering the experience iw
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the past, that ag the price of cloth
goes up and up the law of diminishing
returns is attracted and progressively
the question of passing it on would
become more difficult, Therefore,
‘while the tax increase is one anna,
may be three pies would be passed on
and nine pies will have to be absorbed
so long ag there is a  cushion for
absorbing, and it is not -merely a
question of the millowner taking the
profit. Sop what we seek to do is just
try to inhibit consumption at that
level, at what you call the wholesaler
or mill level. But in actual effect, so
far as the retail prices are concerned,
even today the gap between what yu
call the fair retail price and the retail
price that obtains in a city like Delhi
is very great. On Saturdhy we sent
out somebody to make some purchases
of those articles for which we have
fair price figures. It iz not that these
things were arbitrarily chosen. We
have some figures with us and I should
like to give you some idea of the gap
that exisits today. That ex-mill prige
for Crown Mills Samrat Dhoties is
Rs. 7-4-0; the fair retail price in
Delhi, taking into account the whole-
saler’s and retailer's profit, cost of
transport, sales-tax ete., would be Rs.
8-5-0 and the actual price in Delhi on
Saturday was Rs. 10-8-0. Here the
difference between the fair price which
should normally be charged and the
price actually charged is more than
Rs. 2. It may be that in our working
out the fair price one anna more
should have been added or the price
should be one anna less, but there is
a very big difference in prices on a
cloth like the fine dhotie. The same
thing is there with regard to sarees.
The India United Mills 50x71 sarees,
medium, mill price is Rs, 6-13-3; fair
price in Delhi would be about Rs.
7-13-3, but actually the price on
Saturday was Rs. 9-0-0. Here it is a
question of more than Rs. 1-2-0, being
charged above the fair price. These
can be multiplied. I have got about
9 items for -which we got the prices,
where actua’ purchases have been
made by the office to find out the
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exact pricées. These purchases were”
not made at one of the small shops
but some of the bigger shops. There-
fore, hon, Members will notice that
even now the figures that we have
givén in this not as fair ex-mill prices
or wholesale prices are not in reality
obtained in the city. There is a very
big gap even as it is.

Therefore, to say that a mere
addition of an anna or half anna
would immediately attract the atten-
tion of these people and-they will
raise it to that extent is not correct.
It may be that they will raise it more;
may be, if shortage is greater for
some reason or other—there are
pockets where there is acute scarcity—
it will be raised much more, But is
not a matter of cause and effect -and,
at the present moment, we still think
that this tax will have an inhibitory
effect,

I would like to underline once again
the fact that the nature of the tax
device contemplated in this particular
measure is such that we can raise it
further, and the fact that we can raise
it further ought to prove a deterrent.
It may be that other methods might
be suggested by hon. Members in the
course of the discussion which would
help us to make the purchaser a little
more price conscious and thereby,
perhaps, inhibit consumption to some
extent for the time being. Whatever
we do today to increase consumption
would take a matter of about a year
or little more to produce results.
Supposing we do feel that we should
increase the production of yarn or
even allow a small increase in the
loomage, it will take certainly a year.
The licences we have given for
spinning mills, which we are threaten-
ing to cancel if they do not get into
production within the sfated period,
will start functioning within about
12 months, That will increase our
yarn supply and to that extemt it may
increase the supply to the handloom
weaver. Hon, Members will have
found that production in the handloom
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sector has increased perceptibly,
because in the half year in 1956 the
ptoduction is about 800 myillion yarns
as against 1400 million in 1955, and
may be that by next year even that
sector could have more yarn and we
can perhaps increase the loomage to
some extent, But we have to make
provision between now and, say, 8 to
12 months, where certain conditions
would be obtained by which we will
not be able to increase the supply in
any adequate measure.

Those are the reasons, perhaps, to
put before this House a Bill of this
nature, I would like to say once again,

with certain powers which look like.

omnibus powers but which are neces-
sary for the Government if they
have tp use these powers adequately
and well at the time when prices show
an indication to go up.

Shri Raghavacharli (Penukonda):
Sir, as a layman I would like to ask,
when this race in raising of prices and
sharing of profits stop? What would
happen to the poor consumer?

Shri T. T. Krishnamachari: Sir, if
more gquestions are asked like this I
will try and endeavour to reply them.

Shrimati Renu Chakravartty
(Basirhat): Sir, when this Bill was
introduced; we had said that we
should have time to look into the
nature of the Bill before we could
say as to how many hours this Bill
would take. At that time it was
stated that two hours would be given
and at your discretion more time will
be allowed. In the bulletin I find that
this has been added: “subject to a
limit of one hour”. It means that we
will have only a maximum of 3 hours.
This is a very debatable Bill and 1t
raises fundamental issues as to the
nature of the economic policy pursued
etc, I would therefore submit that
we snould have some more ‘ime for
this Bill. I think at least a full day
should be given for discussion on a
Bill of this type.

Shrl 5. S. More: Sir, I also support

the submission which has been made
by my friend Shrimati Reru
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Chakravartty, This Bill comes in a
very simple and innocuous form, but
basically we will have to go into what
are the essentials of our economic
policy and how far we are going to
protect the much harassed consumer.
Now, an attempt is being made by the
Government on the pretext of
mopping up extra profits earned. But
from that point of view many of us
will have to make our own contribu-
tion, We represent so many consti-
tuencies and on the eve of the
elections I think that sort of free
expression will serve its own purpose
from many points of view. ] would
request you to at least allow one day
for discussion on this Bill which is
of a very social nature,

Mr. Speaker: 1 will first place the
motion before the House.

Motion moved:

“That the Bill further to amend
the Central Excises and Salt Act,
1944, be taken into consideration”.

We have at present allotted two
hours for this Bill, subject tg its being
increased by one hour. Let me find
out how many hon. Members want to
take part in this. It is a technical
one. Generally the consumer is hit,
otherwise the economic and financial
points are  involved in this, The
implications are that it is a technical
one. Anyhow, we will watch the
progress and decide, say, at the end ot
two or three hours, how long we will
have to sit in regard to this matter.
There is no intention to hustle. But
sometimes, the whole thing collapses
very soon.

Now, 15 minutes will be allowed for
each hon, Member and 20 minutes for
leaders of groups.

Shri Asoka Mehta (Bhandara):
Before this Bill was introduced, I was
in Bombay and Nagpur, and at both
the places, I was surprised to find hat
the interested quarters already knew
that such a measure was going to he
introduced in Parliament. Those in
Bombay and in Nagpur, from the
millowners’ quarters as well as from
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the quarters of wholesalers, have
had clear indications thatsuch a
measure was going to be introduced
in Parliament. So, on this question
also, as in some other questions, it is
seen that the businessmen
imdustrialists are able to have
information before-hand. = Whether
this is a kind of leakage or whether
it is accidental or whether there are
certain pipe-lines through which this
information  goes to interested
quarters, is a matber which the
Minister should look into, This thing
has been happening over and over
again. It was admitted on the last
occasion that even when life insurance
was nationalised, the information had
gone out, I shall not labour this point
further, but I do not think it brings
any credit to a Government that
measures of this nature should be
bruited “about, before they are intro-
duced in Parliament, in the Market-
places of our country.

1 find it difficult to understand the
purpose behind this measure. Either
the confusion is in my mind or the
confusion is in the mind of the
Finance Minister. But there is
confusion somewhere. What is the
purpose of this measure? Is the
purpose to mop Gp  profits of the
manufacturers? Is it the purpose 1o
mop up the surplus profits of the
wholesalers as suggested in the State-
ment of Objects and Reasons? Is the

" purpose to mop up the surplus
’ i power that is today
circulating among the consumers? Is
it the idea that we should devise
measures against possible shortage of
cloth? 1Is it the idea to curtail
consumption? What exactly is the
purpose of this measure?

An Hon. Member: All

Shri Asoka Mehta: If it is ‘all’, let
us consider and see whether these
purposes are being served by this
measure or additional measures are
needed. Surely, I had eXpected that
the Finance Minister would give us a
little more insight rather than merely
st these purposes and tell us how
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each one of these purposes is going to
be served. .

I am afraid that the Finance
Minister has not given us—at least to
my mind—any illuminating picture, It
is true that there has been an increase
in consumption of cloth and that
increase seems to be outpacing the
increase in production of cloth. The
result has been that there is a decrease
or fall in export and there is an
increase in prices, What is the inten-
tion? Is it the intention that the
expanding consumption -of cloth
should be halted? Is the excise duty
being levied or are these duties being
levied to act as .a brake, or, is a
further rise in prices desired so that
there might be a check on the growing
consumption of cloth? If that is so,
that should be clearly stated. Is this
one of the measures whereby the
surplus purchasing power in the hands
of the consumers going to be taken
away? On more than one occasion,
I have argued in favour of such a
policy, for the very simple reason
that you cannot have the development
of an economy unless and until you
are willing it simultaneously to
restrain consumption, Is this the
measure in that direction? If this is a
measure in that direction, it has to be
judged on its merits. Or, is it the idea
that this is merely going to take away
the surplus profits whether they are
of the wholesalers or of the manufac-
turers? That point needs to be made
clear and it has not been made clear.

‘Secondly, as the Finance Minister
pointed out, the excise duties that are
being levied are likely to be passed
on, only in part, to the consumers.
In the past, I believe, the excise
duties were passed on in that fashion.
There is a sellers’ market now, and
the City Notes of the Times of India
pointed out on the Ist September
that there is a general feeling that
with the current sellers’ market in
cloth, there is a spate of increase, and
the excise duty will descend heavily
on the consumers instead of mopping
up part of the mill profils, So, so
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long as the sellers’ market exists,
there is the possibility of excise duties
being passed on to the consumers.
The elasticity of demand for cloth
being what it is, there is every
likelihood of the price of cloth rising
in the near future as a result of the
measure that has been placed before
us, This might regult in slowing
down the demand for cloth. If the
demand slows down, I do not know
whether it will make it possible for
us to increase our .export or whether
it will slow down our export, because
you are ultimately raising the prices
to a level where it may mnot be
possible for people to go and buy as
much cloth as they would like to.
Whether this will help the exports in
any fashion, I do not know, and that
again has not been explained by the
Finance Minister,

It should be made clear to us
whether we want to curtail the
consumption of cloth and whether
that is the reason why we are raising
the prices, because, I hear various
suggestions being made. Some people
come forward and say that we should
have fair price shops, Others come
and say that there should be some
kind of price control. If the idea is
to increase the consumption of cloth,
we have reached a certain level, and
in the four or five years’' time that
has passed, we seem to have regained
the lost ground. Do we now move
forward? Because, the Finance
Minister says that the intention is to
increase loomage, and for a larger

pacity for produci textiles, we
will have to increase the loomage and
that we shall be able to ‘expand our
capacity in a year's time. Does it
mean, therefore, that we want to
increase the per capita consumption
of cloth during the second Five Year
‘Plan period? By how much do you
want to increase it? If you are going
to increase it to a certairi"éxtent, what
will be the general effect, the tofal
effect, upon the savings that you want
to raise for the purposeg df develop-
ment of our economy. This inter-
relationship between., the wvarious
factors and sectors has got to be
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worked out, which unfortunately has
not been worked out,

We have never been bold. Some-
times, it is suggested that every
effort is being made to increase cloth
production so that people may have
enough cloth. Then, suddenly we .
are told, “Oh, production is mnot
enough; we have got to control
consumption”, Surely, if the inten-
tion was tfo increase consumption,
production should have been planned
before-hand. But I believe that the
intention is not to increase consump-
tion beyond a particular limit, If that
is so, there is no question than of
increasing production beyond that
limit. You have to take measures
whereby  consumption will be
restrained to that limit. The time has
come up, if this is the policy, to
communicate to the people that ‘this
is the policy and that in order to
restrain consumption at that level,
prices will be raised’. On that point,
I believe we would give up the habit
of running with the hare and hunting
with the hound and make a clear and
categorical policy statement.

Then, we are told that this measure
is being introduced in order to mop
up the surplus profits, These duties
are expected to yield about Rs. 17.5
crores. 1 would have liked to know
from the Finance Minister as to what
has been the profits of the textile
industry, Is the textile industry in a
position to pay Rs. 17.5 crores out of
the profits?

1 pm.

I have not been able to work it out
more fully; perhaps, the Minister can
tell us more about it. But it means
that there will be taxation to the
tune of about Rs, 2 lakhs a month on
every mill having a thousand looms.
Is it possible for a mill having a
thousand mills today to contfibute in
terms of taxes Rs, 24 lakhs a year?
If they have been getting higher
profits, let us be told about it. We do
not know what the profits of the
textile industry are today, to what
extent their profits have increased in
the past few months and to what
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extent these excise duties will be
passed on to the manufacturers. We
do not know whether this kind of
excise duties will not result in making
it more difficult-for the marginal mills
to function, while permitting the
betterplaced mills to continue to make
surplus profits that they have been
enjoying so far. This policy of excise
duty might mean that the marginal
mills are pushed to the walls, while
the better off mills continue to make
surplus profits. What is the Finance
Minister’s solution to this kind of a
difficult situation that might arise
tomorrow, assuming that the excise
duties are passed on to the manufac-
turers? Here again, we do not know
what his views on the subject are.

This particular Bill was introduced
by the present Finance Minister when
he was the Minister of Commerce and
Industry, I do not know; perhaps it
was in his capacity as Commerce and
Industry Minister that he had
sponsored this Bill. In the meantime
he has been metamorphosed in to the
position of the Finance Minister and,
therefore, I would like to know froa
Labour Minister
would be kind enough to let me have
his ear, what I would like to know
from him is, is this an isolated thing
or has he any kind of an anti-inflation
policy and if so, what is this anti-
inflation policy? He said, profits are
rising; is it with the wholesalers or

with the manufacturers? Is this rise
in profits confined only to textile
manufacturers or have profits

increased similarly as far as otfer
manufacturers also are concerned? I
have been going round the country
meeting businessmen and manufac-
turers and I have been told that never
before they have enjoygd a year
which has been as prosperoug as last
year. The businessmen have found
that in the last twelve months they
have minted profits, the like of which
was never witnessed before, If such
large profits are made, what are the
meaSures being suggested to mop up
fhe surplus profits? He himself did
not know whether these excise dutles
would mop up the profits of the
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wholesalers or the manufacturers,
wholly or .partly, and if partly, in
what proportion; how much it will
amount to, what is the &asticity; to
what extent consumption is likely to
be restrained by the rise in prices ete.
These are matters about which he has
given us no infermation, If the
Finance Minister is primarily concern-
ed about mopping surplus profits
and if his idea is not to restrict
consumption in the country he could
have come forward with a measure
like the Excess Profits Act. Why does
he merely come forward with a
measure increasing the excise duties,
which might result in putting more
burdens upon consumers? I am in
favour of more burdens being put cn
the consumers—there may be many
Members who may not like to say it
publicly and take the consequences—
but I am prepared to say...

Shri S. 8. More: You are

courageous,

Shri Asoka Mehta: I am prepared
to say publicly that I am in favour of
more burdens being put on the
consumers when I am assured that
profits will be mopped up. I have said
over and over again that unless you
are prepared to mop up the surplts
profits, you have no fight—moral,
political or any kind of right—to put
a fresh burden upon our people. No
people can develop, unless the people
are prepared to shoulder new burdens,
but no Government and no Parliament
has a right to put these burdens upon
the common people, unless the surplus

profits are fully and adequately
taxed. _
What happens in a developing

economy? It is a very simple thing
that in a developing economy, parti-
cularly one which is operated t¥
deficit financing, the share of tl'_ne
profits of manufacturers and big
businessmen rises disproportionately.
1t is bound to happen; it is inevitable.
Under the circumstances, the logical

" gnd just policy is that those profits

should be taxed away. But, there is
no capital gains tax and Do excess
profits tax.’ We are merely told that
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we are going to have excise duties on
cloth. As I said, such excise duties
might be necessary, because we
cannot permit, if we want to develop
our economy side by side, our
consumption to go on increasing
rapidly, A check on consumption is
necessary to divert resources for
purposes of development of our
economy. But, this is putting the cart
before the horse. I can understand
the Commerce and Industry Minister
coming to us and saying, “This is all
what I can do; I am not the Finance
Minister. I can bring before you only
this measure”. Fortunately, now he
is the Finance Minister, I do not
want him to tell me just now what
measures he proposes tp bring; but
surely, we are entitled to know
whether this is part of an anti-
irflation policy, We are entitled to
know whether this mopping up of
surplus resourceg in the country and
use them for development purposes—
particularly the surplus profits that
are being made by the pfivileged few
in the country—is part of an anti-
inflation policy or this is an isolated
Bill. If this is a part of a general
strategy of controlling inflation in the
country and sucking away from our
economy the surplus profits that are
being made, I would be in favour of
supporting such a measure. But, if
this is an isolated and limited measure
that is being taken, I will be
constrained to oppose it, because this
would not be fair to the consumers.
This would not be fair to"the common
people, when you are ignoring and
completely by-passing the money-
makers with their expanding profits.

An Hon. Member: Your words do
not convey any meaning.

Shri Aspka Mehta: Whether my
words convey any meaning to you or
not, I have made my position very
clear, If this measure is going to be
part and parcel of a general strategy
for controlling inflation in the
country, which means having excess
Prqfits tax, capital gains tax and other
taxes on mounting profits in the
eountry, I will accept it. But, if it is
an isolated Bill, as it appears to be,
introduced by the Commerce and
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Industry Minister having ng relation
whatsoever to an integrated policy
of dovetailj_ng our fiscal policy with
our planned economy, I am afraid no
sensible person would be in 3 position
to support such a measure.

I hope the Finance Minister and his
colleagues will take this opportunity
to explain to the people what their
policy is, not short-term policy but
lgng-term policy, and not go about
talking vaguely, saying “we are going
fo increase production; we want to
restrain consumption” and so on.
These are issues that need to be
carefully gone into, That a certain
amount of elasticity has been provided
for in this measure and that the
Government would be able to make
use of such an elasticity as the situa-
tion changes from time to time is a
desirable feature of the Bill. But, our
exports are going down. By passing
this measure, how are our exports
going to be stepped up? There again
nothing defijnite has been told to us.
I, therefore, find that it is difficult for
a person like me to pronounce any
kind of precise opinion on a measure
like this, until fuller information is
given to us,

[Mr, DePUTY-SPEAKER in the Chairl
19 B M.
I had hoped that the Finance

* Minister would make it possible for

us, in the light of the observations
he would make while introducing this
measure, t0 say Yyes or no to this
measure; but unfortunately, he has
tried to remain in the realm of
vagueness. I hope at least before we
are asked to vote upon the Bill, he
will get down from the realm of
vagueness that he has deliberately
imposed on himself,

Dr. Krishnaswami (Kancheepu-
ram): We must be thankful to the
Finance Minister for having hinted
obliquely at a consideration which
influenced him in introducing this
measure. He suggested that it was
necessary to restrict consumption of
goods in the present state of infla-
tionary expenditures embarked upon

‘by the Government.
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I should like, however, to examine-

the statistical data preserited to the
House in the Statement of Objects
and Reasons and which have been
expanded at length in the note on
supply and price trends of cloth by
the Finance Ministry. I find it diffi-
cult, to deduce from the data any
convincing argument for the propos-
ed excise duty on cloth. The table
detailing the price of cloth in money
terms is meant to convey the impres-
sion that the rise in prices has been
continuous and substantial. This con-
clusion is unwarranted for several
reasons. For instance, in the case of
coarse cloth, prices rose in March,
April and May but actually declined
in June. In the case of medium cloth,
though it increased in March, April
and May, it was stabilised in June.
In the case of fine cloth, the rise was
concentrated in March, April and
May and a slight decline was regis-
tered in June. Another important
factor is that coarse and medium cloth
mixture price did not rise during this
period at all while in the case of fine
and superfine cloth the mixture price
rose by four annas and seven annas.
I suggest that one of the explanations
for the price rise during these months,
March, April and May, is to be found
in the decision of Parliament to intro-
duce excise duties on cloth in that
perigd. Of course there were other
influences at work. We know, for
instance, that effective demand tend-
ed to outstrip supplies that were
available in the market and this in
itself tended to bring about a greater
increase in prices and consequently of
profits.

Much has been made of the Tariff
Commission's recommendations; it is
clear that all that this body suggest-
ed was that so long as normal demand
and normal supply conditions ruled
the market a certain rate of profit was
reasonable and that this profit ‘could
be worked out. But since effective
demand has tended to outstrip sup-
plies, the profits in this industry have
‘become abnormal; this at any rate,
seems to be in conformity with com-
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monsense and we need not have re-
course to statistical data which are
ambiguous and which cannot be ex-
pected to separate this factor from
other factors.

But there is one question which
requires an answer. Are these excise
duties an expedient to mop up the
extra profits? Surely, if extra profits
are to be mopped up, these excise
duties are not the best expedient or
even the second best expedient. These
profits can be mopped up by direct
taxation. But if profits are abnormal
in one industry the proper device for
bringing them down is to provide for
the entry of new firms into the indus-
try, thus helping to increase supplies
and competition which in its wake
will help to bring down prices. Excise
duties on cloth, particularly in the
case of medium cloth which repre-
sents seventy per cent. of the cloth
consumed by the community, will
lead to a rise in the price of cloth to
the full extent of the duties levied.
Let us remember that in the sellers’
market’ of today it is the consumer
that will have to pay the whole duty.
No extra profits will be mopped up
by this measure. So, let us not try
to deceive ourselves by assuming
that we are going to mop up extra
profits by this measure. Let us be
clear in our own minds, let wus
be intellectually honest and tell the
community that we have to levy
this excise duty, not to mop up
profits, but because we want to
collect revenue, because we want
to make cloth dearer to the con-
sumer so that the pressure on
supplies might be mitigated at least
temporarily. We may even make
hand-spun and handloom a little
less disadvantageous to the con-
sumer by this sort of taxation, but
surely this is different from mopping
up profits. In this connection one
cannot understand why the Govern-
ment want to have more flexible
powers for increasing excise taxes,
Surely, if extra profits are not to be
mopped up by this measure, there is
no justification for the Government
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taking up blanket powers to increase
the excise duties up to four annas or
six annas per sq. yd. Let them come
each time to Parliament and justify
" the rise in excise duties. Let us be
asked to approve afresh a rise in
excise duties. You want to have this
blanket power because you wish at
your sweet pleasure to have the con-
sumer burdened, because you wish to
make cloth dearer to the consumer.
A major political party, once it makes
a decision of this nature, must have
the courage. to go to the country and
point out that such taxes are necessary
in the interests of development. I do
not think that the present rate of
excise duties levied is justifiable.
Personally I should have wished that
the rate had been increased by 50 per
cent. in the case of medium cloth, if
Parliament wanted an increase in
excise duty, on cloth.

Now I shall deal with the other
major issue and which, I think, has
been touched upon by the hon. Fin-
ance Minister in his speech. He
pointed out that the supplies were
restricted and that we ought to devote

some thought towards increasing sup-

plies since without increasing them
it would not be possible to meet the
ever rising demand. I think the time
has come when we should revise our
ideas of plans. The hon. Finance
Minister, in his speech pointed out
that so far as the First Five Year
Plan was concerned, the effective
demand for cotton tended to outstrip
the supplies available. What hap-
pened was that we had planned for
an increase of 11 per cent. in our
national income but, as events turn-
ed out, we had an increase of 18 per
cent. or thereabouts and the targets
that we had fixed, even though they
were increased to a certain extent,
were not sufficient to cope with the
increased demand consequent on a
rise in our incomes. What is it that
we have to do? May I point out that
if we are to mop up the abnormal
profits that are in evidence in any
particular industry, we ought to make
conditions of entry into that industry
as easy and as flexible as possible so
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that we might have increased supplies
of commodities, so that we might be
in a position to bring the profits down
to a normal level. But all the argu-
ments that are employed—and parti-
cularly the arguments that have been
employed in introducing this Bill—
reflect the confusion on what should
or should not be done by those in
authority. It is absolutely necessary
that if today we wish to increase the
supplies—and while nobody seems te
contest that proposition those in
authority apparently are not giving
any thought to the way in which the
events are shaping in our economy—
we should, as an immediate start,
attempt to make uneconomic mills
more economic by increasing facili-
ties for their securing looms and hav-
ing a proper spindlage capacity. Also,
we have to revise the ceiling on pro-
duction of textiles. I quite agree that
it would take some time between the
revision of the ceilings and the instal-
lation of new mills. But this, let us
realise, is something which we ought
to do as quickly as possible.

The hon. Finance Minister only
about a week ago was in charge of
the Industries Department of the’
Government of India and he ought to
realise more clearly than any other
member of this House that the expen-
diture by the public sector is con-
centrated precisely in industries like
iron and steel which produces non-
wage goods; therefore, the amount of
income which flows into the hands of
those employed will be spent on
wage-goods. If they are to be spent
on wage goods, unless we are able to
increase the supply of wage goods,
any increase in excise duties, any
amount of price control will not do
the trick of keeping prices in check.
So, let us face this basic fact and let
us attempt to revise our ideological
fads. I may also point out that if we
are going to think of increasing the
capacity of mills, we should also give
some thought to our having multiple
shifts in our mills and giving special
tax allowances for depreciation pur-
poses, in view of the increased wear
and tear to which machines would be
subjected to. But one thing which
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troubles me is that we have not as
vyet understood the dangers of taxing
only one commodity, and one parti-
cular industry. The time has come
when Parliament should search its
heart and find out whether this sort
of taxation is going to do any good
to our country. We have taken up
one particular commodity and one
particular industry for levying bur-
dens. We are making the consumers
of the commodity of particular indus-
try pay heavily. It is a matter of
common knowledge that the world’s
biggest textile industry "is situate in
India. What do we visualise it to be
in the future? - We should attempt,
according to- well known economists
who have given some thought to this
matter, to at least increase its capa-
city so that its size is comparable to
that found in three or four major
countries specialising in textiles. This
at any rate, would give us greater
opportunities for increasing the per
capite consumption of cloth at the
same time in our country; we can
make provision for our develop-
ing trade in other regions of the
world. Today, however, we are
doing everything in our power to
create an environment in which the
textile industry should not develop
at a normal rate. By all means, let
us develop our handloom industries.
It is but right that they should be
developed. But, they have a place.
They would be assured of an increas-
ed market by the very growth of
income in non-wage goods industries
and other schemes of assistance that
we have envisaged. I agree that in
any period of development, particu-
larly with deficit financing, one of the
main considerations which should
motivate a Finance Minister in sug<
gesting schemes of taxation is the
need to increase the amount of pub-
lic savings that would be available
to the exchequer. From that point
of view, any increase in taxation of
the consumer and the various commo-
dities would be welcome. But, let us
also realise that if we indulge in
an orgy of incresses in excise duties
and taxes without taking into account
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the repercussions on the cost of liwv-
ing, what we have gained in the shape
of public savings might be lost in
meeting the demand for increased
wages. What has struck me as odd is
that we speak in one breath of mak-
ing the consumer pay and yet are
willing to speak in another breath of
making cloth cheap. We are still
unable to.revise our ideological pre-
judices. Excise duties and commo-
dity taxes are a recognised expedient
for raising revenues and, provided
they are broad-based, there is little
likelihood of the cost of living mount-
ing up appreciably.

1 want to bring an example to the
notice of my hon .friends. The price
index of salt today i the same as it
was in 1939. The price indices of all
other commodities have increased
four-fold or five-fold. A fifty per
cent. increase in the price of salt
would not in the least affect our eco-
nomy. We would certainly have the
much-needed funds, the much-needed
public savings flowing into the exche-
quer.

* The second aspect of our policy
which requires revision and to which
I should like to make a brief refer-
ence is prohibition. Even here, it is
a case of priorities which we have to
take into account. In the praesent
circumstances, when resources are
needed for an expanding educational
programme, if we wish to control the
inflationary upsurge, if we wish to
embark on a system of taxation which
exploits taxation of commodities, it
may be necessary to call halt to this
policy of prohibition. But, let me,
however take up one principal aspect
of taxation of commodities. I do think
that when we are considering any
increase in excise duties, Parliament
should be given an opportunity every
time there is an increase to debate
it thoroughly. It is well known and
it is realised that excise duties gene-
rally are paid by the consumer. In
the present circumstances of a sel-
lers’ market, it is the consumer that
will have to pay in fulll If we are
going to make the consumer pay, it is
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but right and proper that Parliament
should discuss in full the implications
of such a policy instead of giving the
exchequer the power to have the
duty raised up to a maximum of four
annas and six annas. I know and
_realise that Parliament has ultimate-
ly the authority .of reviewing any
policy. But, it is one thing for the
executive to come before Parliament
ask for an increase and justify such
an increase; it is another matter for
Parliament to review it. I feel that
in matters of taxation especially
when we are thinking of anti-infla-
tionary measures, we have to consider
these schemes of taxation as a whole.
It is perfectly true that a taxation of
wealth or a capital gains tax can be
resorted to by the excheguer. No
one suggests that the Finance Minis-
ter has ruled out these expedients.
But, I do suggest that when we are
thinking of excise duties, we should
take care to have these excise duties
broad-based, covering as many com-
modities as possible; at the same time,
we should consider relaxing the arti-
ficial restraints which have prevent-
ed the growth of the textile industry
and which have created an environ-
ment in which the largest industry of
the world in textiles finds itself
handicapped to meet the needs of
the community. I do feel that the
other aspects of how we are to con-
trol profits of the mill-owners can be
taken care of, by resorting to other
weapons in our fiscal armoury. But,
the fact that we are increasing the
price of medium cloth, by the full
amount of the tax is a matter which
shouid rertainly cause a great deal
of searching of heart, and Jead to a
clearing of the confusion which has
bogged our steps until now.

Shri Bansal (Jhajjar-Rewari): Mr.
Deputy-Speaker, this is the first time
that 1 am speaking after Shri T. T.

Krishnamachari has taken charge of '

the portfolio of Finance. I convey to
him my hearty congratulations on his
elevation. I would not like, by what
I have to say about his first heroic
“debut in the form of this measure, to
detract from my very sincere and
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good wishes for a successful career in
this Ministry.
Shri D. C. Sharma (Hoshiarpur):
On a point of order, Sir...... !

Mr. Deputy-Speaker: .One of the
hon. Members must resume his seat.

Shri §. 5. More; Let us hear the
point of order.

Shri D. C. Sharma: Are Members
of this House entitled or are they
within their rights when they get up
on the floor of the House and offer
their congratulations in a personal
capacity to any Minister?

Mr. Deputy-Speaker; No point of
order. They are justified

Shri Bansal: The operative part of
the Statement of Objects and Reasons
of this Bill is:

“It is necessary to mop od!'.
these extra profits.”

On page 2 of this statement is given
& table where month by month figures
have been given of cloth and cotton
prices. I would not like to go behind
these figures. I do not know from
where these figures have been called
out and what is their authenticity.
Because, when I compared these
figures with certain other published
data that I have, I find some differ-
ences. As however these figures are
before us, I would like to deal with
these only. In the last column where
the prices of superfine cloth are given,
I find that there is an increase of
16-2 per cent. in June over the figure
of January. But the cotton mix price
has gone up by 17-4 per cent. Even
on this basis it is clear that there are
no extra profits. At least, there is mo
increase in price. But, in the case of
fine cloth, the price has gone up by
2¥-7 pér cent. and that of cotton mix
by 11'3 per cent. In this case, there
is a definite lag. But what I would
like to know.is whether it is not a
fact that during thé last few months,
costs have been consistently increes-
ed by deliberate Governmental policy.
I would give you one example. The
price of coal has gone up by about
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25 per cent during the last year. Now,
coal is quite an important commodity”
in the running of a cotton mill which
must have some effect on the price of
cloth. Then there are some °other
factors. For example, a large number
of mills now are working three shifts.
I have these figures with me. When
you work three shifts, you work only,
for 64 hours, with the result that if a
mill works three shifts there is boumd
to be some rise in the cost. There
has already been an increase of 6}
per cent. in transport charges. I,
therefore, cannot get away from the
conclusion that this table and this
operative sentence in the Statement
of Objects and Reasons are based on
the theory of suppressio veri. You
suppress the real facts and emphasize
some other facts. I would have
wished the Finance Minister to come
forward with some more cogent
arguments which I am sure he would
have been able to muster with all his
resources and his wisdom. But un-
fortunately from what wé have got
in the form of this Statement of
Objects and Reasons and also the
table that has been supplied to us, I
am not able to get any convincing
argument for proceeding with this
Bill

What are the increases that we are
envisaging under this Bill? In the
superfine variety where there has
beenn no relative price - increase of
aloth, the effective increase will be
80 per cent. In the case of fine it
will be 714 per cent—I am talking
of the excise duty—and in the case
of medium it will be 100 per cent.
This is not all. . Government have

tdken power to increase these duties,:

the effect of which will be an increase
of 140 per cent. in the case of super-
fine, about 242} per cent. in the case
of fine and 300 per cent. In the case
of medium. The Finance Minister
may say that this is only the power
that we have taken and that it will
be utilised when prices show signs of
rising further, but I would suggest
to him very humbly, and I think he
will give some thought to this, that
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whenever the trade knows that this is
the ultimate duty which it may have
to pay any time, then on those varie-
ties which are in short supply most
of this entire charge will be passed
on to the consumer, and I do not
know why this fact has not been
taken into consideration while Gov-
ernment propose to take power to
increase these duties to such an
extent.

Then, perhaps sometimes percent-
ages belie actual facts. I will give
you one example. Take the case of a
medium variety of dhoti coming from
Gwalior or some of the mills here
which are worn normally by the
poorer sections of the community.
One pair of dhotis, I am ‘told, costs
about Rs. 4-9-0 ex-mill. A duty on
that of two annas which is being
charged will mean about Rs. 1-9-0
because a pair of dhotis is ten yards
and by square yards it amounts to
12} yards. So, the duty alone, if it is
levied at the rate which we are being
asked to pass now, will be Rs. 1-8-0.
Add to that the sales tax which in
some States is one anna per rupee. -
Then you find six or seven annas
more will be added, but if you ecal-
culate the duty at the rate of four
annas per square yard then you will
find that there will be an increase of
100 per cent. on the ex-mill price of
certain varieties of cloth. I do not
know whether it is the intention of
Government to tax the consumer of
cloth of a particular variety to such
an extent.

Another thing to which I wish to
draw the attention of the hon. House
is that an impression is sought to be
created that the rises on coarse varie-
ties and coarse dhotis and sarees is
very nominal. But what is the pro-
duction of coarse varieties in the
country? Only eleven per cent
Coarse dhotis form only 2% per cent.
of the entire production of dhotis in
the country and coarse sarees less
than half per cent. And then out of
this eleven per cent. of coarse varieties
1 think seven or eight per cent. is
tapestry, towelling and things which
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are not used by the common man,
and yet looking cursorily at this table
one would feel that Government has
exempted the coarser varieties and
therefore the poor man is not being
taxed as perhaps the richer man. But
the consumption in the country of
textiles is mainly of medium wvarie-
ties because they account for about
74 or 75 per cent. of our total produc-
tion, and it is here that the levy is
being sought to be raised from one
anna to four annas, at least power is
being taken to do that, and I have
just now tried to impress upon the
House what will be the incidence of
this very penal rate of duty.

I do think that if we are having
deficit financing of the order that we
have decided upon in the Five Year
Plan it is but natural for Govern-
ment to try to mop up some of the
extra purchasing power. That is
common ground and no one will dis-
agree on that. Even the Taxation
Enquiry Commission said that in our
country, placed as we are in the light
of our development plans, the essen-
tials of life will have to be taxed,
but here the main purpose is not to
tax the essential supply. Here the
main purpose is made out to be to
mop up the extra profits which as I
have tried to show are perhaps not
there. .

But in the case of a commodity
like cloth, what is the difficulty? Are
we not facing a situation where Gov-
ernment by their
creating a position in which we find
that production is not being allowed
to increase and at the same time de-
mand is increasing? Whenever you.
pump money of this order into the
system, demand is bound to increase
not only of cloth, but of other com-
modities also, and instead of taking
any steps to increase the production
of cloth in order to match .the
demand, on the one hand we iake.a
step by which we see that the pro-
duction of cloth does not - increase
and on the other we try to see that
the demand goes down. If this is the
new trend of thinking, then I would
like to know, as my friend Shri Asoka

own action are
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Mehta wanted to know, as fo what
are the plans of Government. In

" the Five Year Plan there is mention

of the philosophy of the whole plan,
and it is said:

“To offset inflationary pressures
associated with the period of
rapid development, it is impeia-
tive that the targets of agricultu-
ral production proposed in the
Plan should be further improved
upon. At each stage adequate
supplies of food and cloth and of

" essential consumer goods will
have to be provided at reason-
able prices and a careful waich
on the working of the national
economy maintained.”

Hardly three or four months have
gone since this Plan was presented to
this House and we find the Finance
Minister coming before the House
and saying now that he will reverse
the entire policy which was adum-
brated in the Plan and see that the
demand for cleth does not increase,

The present incumbent of the Fin-
ance Ministry when he was Com~
merce Minister in this very House on
16th April made a speech which was
very widely commented upon in the
press at that time. I would quote
two or three sentences from his
speech, In ‘order to be fair to him,
I am quoting him fully. He said:

“And while I am a firm belie-
ver that physical controls are an
essential part of economic plan-
ning, we cannot in the name of
planning ask our people whose
living standards are notoriously
low to postpone consumption for
an indefinite period of time.”

Shri T. T. Krishnamachari: Indefi-
nite period of time.

Shri Bansal: But you have not told
us as to how you are going to increase
production even - in that indefinite
period of time, whatever that might

‘mean:

“How can all these factors be
divorced from our fiscal policy,
our monetary policy, our policy
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in regard to investment and our
policy in regard to other matters
of an administrative character
which have a bearing on all these
matters? If we undertake reform
in any part of this at one time
without thinking of its effect on
the economic structure' as a
whole, our work becomes ama-
teurish and perfunctory.”

And it is exactly what he is doing.
He is not thinking at one time of the
whole structure, but is thinking in a
very amateurish and perfunctory
manner. And that is proved by the
faect that no sooner does he join the
Finance Ministry, than he comes with

Shri T. T. Krishnamacharli: He
becomes amateurish and does every-
thing in a perfunctory manner.’

Bhri Bansal:...... which seeks to
place such a huge burden on the con-
sumers of cloth.

I would frankly have had no objec-
tion, if this measure had come, about
four or five months earlier, and I
shall give you my reasochs for that.
At that time, the price index in our
country was roundabout 380 or so.
Now, there is a consistent upward
trend in our price index, and last
week, it was 321. When the price
trend js rising so consistently, is it
right for the Finance - Minister to
come with a measure which will give
a further spurt to that price trend?
Now, whom will this affect? The
other day, the Food and Agriculture
Minister pointed out that Govern-
ment were taking concerted action to
bring down food prices; he even
suggested that as a' result of the action
that they were going to take, there
might be a crash in the market. On
the one hand, you want the agricul-
tural prices to crash. On the other,
you want that the agriculturist should
pay more on one commodity which
he uses most, next to food.

There has been a lot of discussion
in this House and outside on the ris-
ing trend of prices. While, no doubt,

. of impetus
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the prices of foodstuffs have shown
a tendency to rise, I was disposed to
agree with the Food Minister, when
he said that to some extent, that rise
was a corrective one, because even
now our food index is 397 as against
417 for all the groups of commodi-
ties—I am talking of the week end-
ing 11th August, 1956. How can this
measure be justified, which seeks to
put up the price of an essential con-
sumer article of the agriculturist, the
price of whose main product it is
your definite policy to reduce? I
want to know what your policy is in
regard to the price parity, and giving
to the agriculturist to
increase the production of agricultur-
al products. And how does it fit in
the whole matrix of our Plan?

Our Plan is based, I should think,
on the idea that the price index will
be roundabout 375 to 400. If Govern-
ment have not entered into any
detailed discussion as to what should
be the price level in the country dur-
ing the period of the Plan, I think it
is now for the Finance Minister to
give his thought to this one subject
of paramount importance, this under-
lying question as to the level at
which he wants “the prices to be
stabilised. If, by wvery deliberative
policies, we go on increasing our costs,
and therefore, the prices, what will
be the total impact on our Plan? In
spite of the fact that we may be
keeping the total size of the Plan
outwardly at the same figure, will we
not really be reducing it by the per-
centage by which the price index
rises? Now that the Minister is in
A position to formulate the economie
policies of Government, in this very
vital matter, I would have liked that
before he came in such a hurried

‘fashion before the House with this

Bill, he ought to have come to us
with a detailed philosophy of his
ideas of the Plan.

We had some inkling from the
speech of the Minister, from which I
have quoted just a little while ago. I
must say that I got some kind of a
shock, when I found that he had at
least in effect’ gone back on the
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cherished notions which he had pro-
pounded in this speech. But what I
would impress upon him now is that
since the making of the economic
policies is in his hands, let him sit
down, not in a hurry, but patiently,
deliberately......

Shri V. G. Deshpande (Guna):
Consciously.- )
Shri Banmsal:. .. ... and  consciously
also.

Dr, Lanka Sundaram: He is uncons-
ciously today?

Shri Bansal: ........ and take this
House into confidence as to what his
idea is about the price level, how he
wants to maintain stability in the
prices, how he wants to maintain
price parities for different articles of
consumption, and in what manner he
wants the Plan to be fulfilled, be-
cause, even though I appreciate the
need for mopping up the large pur-
chasing power which is bound to be
generated on account of the infla-
' tionary policies, the fact remains that
if Government themselves, instead of
taking any corrective action by which
prices can be kept within reins, take
deliberate steps’ {o increase prices,
then we should definitely have second
thoughts about the success of our
Plan. It is in the larger context of
our planning that I am making this
appeal to my hon. friend.

It may be that on this particular
issue, even if I differ violently with
him, I shall have sympathy for him in
the sense that if there is a price lag
between the manufacturing cost and
the cost which the consumer pays
ultimately, Government have to do
something. But on the question
whether that is to be so drastic or
mnol, there can be genuine difference
of opinion. But there can be no
difference of opinion on the gquestion
that unless Government have a defi-
nite price policy for our Plan period,
and take an overall view—as the
Minister himself wanted to. take
when he made this speech as the
Commerce and Industry Minister—
‘we shall have to revise the targets in
our Plan. But that is not the inten-
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tion of anybody in this House, because
the view here is that the targets in
the Plan are modest, and if any
attempt is made to reduce them or to
scale them down, then the country is
not going to put up with that.

So, I would once again appeal to
him to formulate a long-range policy,
a consistent policy which will fit in
with the objects of increasing the
standard of life in the country as alsp
of maintaining the balance which we
are trying to achieve in our Plan.

Shri Morarka (Ganganagar—Jhun-
jhunu): As the previous speaker has
said, this is the first Bill of the new
Finance Minister. 1 was, therefore,
very anxious to find out some argu-
ment or some point to support him.
But may I say that even after my
very careful research and all sincere
efforts, I have not been able to find
a .single point on which I can lend
my support to this Bill?

The only point on which this Bill
can be supported is that it is going
to bring Government an additional
revenue of Rs. 174 crores. Apparently,
the Finance Minister and also the
Prime Minister deny that that iz net

,the main purpose of this measure. If

gaining revenue, collecting taxes or
raising more money is not the aim of

" Government at all, then I think that

the present Bill is most ill-conceived.

The main reason that we find for
this Bill, in the Statement of Objects
and Reasons, is:

“It is necessary to mop off these
extra profits and the proposal in
the Bill is irfitended to achieve this
object.”

Assume, for a moment, that there
are extra profits, and the mill indus-
try is making huge profits; and Gov-
ernment are anxious to mop them
off. But is this measure seeking to
impose additional excise duties going
to achieve that purpose? With great
respect, I would say, it is not.

Let me endeavour to shuw!haw it
is not going to achieve that purpose.
In a seller’s market, when there is
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great demand, when the demand is
more than the 'supply, the prices are
dictated by the seller. Any increase in
the price, whether it is due to the
extra profits or whether it is due to
some sort of tax, call it excise duty
or sales tax whatever it be, is inevit-
ably passed on to the purchaser, that
is, the consumer. The profits of the
mill industry and the profits of the
wholesalers and retailers would remain
intact and there is no provision in
this Bill which I can see which is
going to touch those profits. It is a
different matter if the demand falls
and because of the demand falling or
because of the supply increasing, the
prices come down. But so far as the
measure contained in this Bill are
eoncerned, that is, excise duties, they
would have only one effect and that
is to increase the prices of cloth. This
would certainly not have the effect of
reducing the profits of either the mill
industry or of the wholesaler.

After stating the main objects in
the statement of objects and reasons,
twa or three objects have been further
added in the 'speech. The first is,
arresting the increase in prices and
the second is, discouraging consump-
tion. If you kindly examine these two
further objectives, you will find a direct
contradiction. If the price increase is
going to be arrested, where is the
question of discouragement of con-
sumption? If the price remains the
same and fhe demand from the con-
sumer continues to be the same, there

not going to be any discourage--

- ment of consumption.

K, on the other hand, the price is
going to be increased, then the burden
is going to be transferred to the con-
symer. Then and then only there may
be some curtailment in the demand.

Now, Sir, it is said that on the eve
of the Puja holidays, on the eve of
certain other festivals like Diwali and
Shankaranthi, the prices will increase.
May I know why then this further
impetus fo the price increase, if it is
not the intention of the Government
to take money from the pockets of
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the consumer? If Government wants
to mop up the profits, there are
certain other methods and machinery
which can be adopted for the purpose,
than the imposition of excise duty. If
you increase the excise duties and you
do not ¥ave any price control, the
object will not be achieved. If there is
an overall price control—I am not
talking about distribution centrol; I am
not talking about rationing which the
hon. Finance Minister just now men-
tioned; I am only talking about price
control—I can understand it. Then the
profits of the mill industry or the
profits of the wholesalers can be
regulated. In the absence of any price
control, if you only want to increase
the excise duty, the only result will
be a further increase in the prices.
Whether this is the policy of the
Government—just now to increase
prices further—or not, I do not know.
But we should expect that when there
are inflationary tendencies in the
country, if there should be one
anxiety on the part of Government,
it should be to keep the prices under
check.

I just now heard the Finance Minis-
ter say that last Saturday he sent one
of his officials to the market to make
some purchases, to ascertain whether
there had been any increase in prices
or not. The officer came and reported
‘no’. Very good. As you know, these
excise duties are imposed on the mills
and the mills pay these excise duties
only when the cloth is manufactured
and goes out of the mill compound.
After the duty was imposed that is
after last Friday evening and before
Saturday, when thizs officer went out
to purchase, I do not think any cloth
could have come out of the mills. So
all that the officer could have gone
and enquired about in the market was
about cloth belonging to previous
stocks.

It may be that there were some
wholesalers who did not want to make
extra profit on account of this increase
in duty and might have preferred to
sell to the government official at the



5379 . Central Excises

same price as was prevailing before
the imposition of the duty. But I do
not know how that can become an
argument, that because on Saturday
one person could buy cloth at the
same old price, therefore, these excise
duties are not going to aﬂgct the
prices or that the burden of these
excise duties is not going to be trans-
ferred to the consumer.

I want to make one more point.
Apart from the propriety of the blan-
ket power which Government is now
taking, of further increasing the duties
whenever it likes, I think this would
indirectly provide an impetus to the
wholesaler to resort to hoarding—
when the wholesaler knows that the
Government would increase the excise
duties further if the prices rise, he
would withhold the stocks to make
more profits. As I said, these excise
duties are payable only at the time
the cloth leaves the mill compound.
Once it has left the mill compound,
the excise duties are not payable by
the wholesalers or the retailers, what-
ever the stock may be. It would
always be the desire of the whole-

salers and the retailers, in order to.

make more profit, to hoard the stocks
so that when prices go up further,
when Government increase the excise
duties further, they would make more
profits.

I cannot understand the philosophy
Iying behind this measure. I would
respectfully urge upon the Finance
Minister to reconsider this matter. If
it is the desire of the Government
that the extra profits made by the mill
industry or by the wholesalers ought

- to be mopped up, for God's sake do
not resort to this; this is not a
measure which would enable you to
mop up the extra profits. It would
only hit the consumer and hit him
hard. If there is an increase in prices,
there will be a rise in the wholesal
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Shri H. N. Mukerjee (Calcutta
North-West);, Mr. Deputy-Speaker,
Sir, I am not sure if in the normal
course of things I would have felt
called upon to felicitate the new
Finance Minister on entering upon his
office. But things have happened so
that far from congratulating him omn
his accession to a pivotal place in the
country’s governmental set-up, I feel
like condoling with him on the dismal
debut which he is making with a pro-
posal of adding, without sufficient
warrant, to the burden of taxation an -
the generality of our people.

I am not particularly conversant
with the mysteries of high politics,
but I have a suspicion that perhaps it
was not just a coincidence that the
Prime Minister shifted, at the time
that he did, the burden of the Finance
Ministry to the capable shoulders of
Shri T. T. Krishnamachari, shoulders
which could perhaps take the buffet-
ings from the people over this issue
with more resilience and business-like
sang froid than the Prime Minister
can feel able either to muster or to
afford. I have heard it also said about
our new Finance Minister that having,
as he does, contol over Iron and Steel,
he should be called our ‘Iron Chan-
cellor’. This expression was applied to
Bismark in Germany, and when
Bismark talked about socialism, which
he did almost in the way that the
Congress Government does in this
country, he adopted a policy towards
the working people of Germany which
was described as a policy of ‘kicks and
kisses’. So when I hear Government
sp?kesmen, not excluding the Finance
Minister, I feel they are talking in
benevolent terms to the people about
the good time coming and so on mnd
so forth, but in the meantime—which
seems to be a prolonged ‘meantime’—
people are going to have agony and
kicks and not the kind of kisses which
are being symbolically put forth

price index. It is going to create con-
ditions in which further wage increase
demands are going to take place. I
think this may be only an impetus to
the inflationary spiral rather than a
curb on it

declarati regarding the socialist
pattern of society. :

The Government's case in regard to
this Bill rests, as far as I can make
out as fairly as I can, on a three-fo
argument, namely, that the Bill before
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us is an anti-inflationary measure,
that consumption is increasing and.
therefore, it has to be checked;
secondly, that this measure is intended
to stimulate exports and earn foreign
exchange, which is terribly important
in the Second Five Year plan period;
and thirdly that, in a minor way per-
haps, there might be some little diver-
sion of déemand from mill-made cloth
to handloom products. The Minister
has given us certain significant statis-
tics which show that the price of
cloth is increasing and profits also are
increasing. But nowhere is it shown
that the proposed excise duty would
teally enable Government to mop up
the excess profits of the industry.
Actually, we have a feeling that Gov-
ernment has treated the cotton textile
industry with a great deal of considera-
tion. This industry has in the not
very remote past reaped enormous
profits, a phenomenon which has been
more or less continuing in the same
shape. In 1948, according to official
statistics, the net profit made by the
cotton textile industry had risen as
high as 17-7 per cent., which was the
highest among the 16 major industries
in India. And later, when the general
elections took place last time, there
were open statements being made how
the textile magnates, the sugar inag-
nates and such like people were in
league with the Government party
and were assisting their election pros-
pects because they had been treated
well. .

As far as mopping up the excess
profits of industry is concerned, the
Minister has given us no real indica-
tion as to how he can possibly do so.
On the contrary, he has, almost by
implication, pleaded helplessness in
that regard, and even the spokesmen
of industry have conceded that it
would not be possible to mop up pro-
fits by the mechanisms which are
envisaged in the process of the Bill
Besides, there is no mechanism of
price control which Government can
ugilise, and in the absence of such a
policy, there is nothing to prevent the
industry from passing on to the con-
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sumers the incidence of the new im-
post.

2 PM.

Actually, it should be admitted in
fairness to the representatives of the
industry that they have said here as
well as outside the House that the
incidence of the new impost would
have to be passed on to the consumer.
Mr. Morarka spoke just now and I
see that our friend Mr. Somani, who
is not here, has made a statement in
which he has made it very clear that
it would be impossible for the indus-
try not to pass on the incidence of
the new impost to the consumer.

Already my hon. friend Shri Ascka
Mehta has referred to certain com-
ments made in the City Notes of the
Times of Indiz of the lst September,
but I feel I could quote a little more
extensively what he has just indicated.’
In these Notes it is said:

“The general feeling is that
(regarding the seller's market)
with the current seller’s market
in cloth, the spate of increase in
the excise will descend heavily on
the consumer instead of mopping
up a part of the mill profits.”

Then it goes on to say:

“Market circles feel that the
100 per cent. rise in the duty on
medium cloth will particularly hit
the consumer as this variety com-
prises as much 4s 70 per cent. of
tire over-all cloth output and there
is already a mounting pressure on
supplies.”

I wish particularly to draw the
attention of the Minister to this matter
of the medium variety of cloth, be-
cause I find that he has tried to take
credit in the old way by saying that
after all the lowest brand of cloth is
being kept out of the picture. But the
coarse variety does not exceed 6 per
cent. or so of the total production of
dhotis and saris and the greater part
of it consists of fabrics used by the
comparatively richer classes. There-
fore, if a gesture can at least be made
by the Minister at the conclusion of
the discussion in regard to medium
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cloth, then perhaps that would be
something of a small merey; but, as it
is, the Bill is something which surely
we cannot possibly .support. It is not
the industrialist, but the long-suffer-
ing and hard-pressed consumer who
will have to pay the impest through
his nose. The profit of the cloth indus-
try has been such and the lack of
any government apparatus to control
the profits has been so blatant that
we can easily envisage the picture

" which will be produced by the opera-
tion of this Bill

Sir, it has already been mentioned
how particularly at this present point
of time we are on the eve of certain
wvery important festivals which people
look forward to when they have got
to buy something particularly textiles,
at least for the sake of the children.
‘The Pujas are coming in Bengal, the
Diwali festival will be celebrated all
over the country and in the south, I
do not exactly know, when, you-have
the Sankranti, as has been mentioned
in this Government note. In a posi-
tion like this the consumer resistance
' would be rather difficult. People have
to buy at least a modicum of textile
necessaries and therefore they will
suffer, because the Government has
not got any apparatus to make sure
that the prices would be controlled,
that the profits would be mopped up.
This is a point which I want parti--
cularly to emphasise in the course of
this discussion.

I was a little astonished to hear
the Minister saying that if prices
rise as it seems they must, according

to the present dispensation—there must .

be a simultaneous rise in taxes. On
the contrary, I should say that the
Minister might concede’ that for the
time being his hands might be, com-
paratively speaking, tied if ne is
having in contemplation the price con-
trol policy which will make it impos-
sible for simultaneous rise in taxation
at the same time as prices rise. This
kind of vicious circle is something
‘which should be broken as soon as
£&ver we can,
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I wanted also to point out how it
is rather unpleasant to hear that it is
the intention of Government to stop
people buying textiles, because we ’a}'e
told that the ption per cap
has increased. The consumption per

-capita has certainly increased. But by.

how much? In 1939-40 the availability
per capita in yards was 16-75 and in
1955 we reachéd the magnificent
fipure of 15'9. Now the Finance Minis-
ter is very perturbed because our
people today seem to have a per capita
availability of 168 yards which is one
yard more than what was available
in 1939-40. I never knew that in the
British days there was something like
Rama Rajya which we are trying to
emulate. If we approach the figure
which is found here on record in
regard -to the British days we are
rejoicing all over the place and if we
exceed that figure we get afraid.and
we want the people to bear some
additional load of taxation!

Besides, ever so many times the
point has cropped up in this House.
There has perhaps been some slight
increase in the national income. But

- what is the extent of that increase,

as far as the different groups of our
people are concerned? As a matter of
actual fact, if you go to the country,
you do not find any visible signs of
improvement in the liwing conditions
of the people. I remember Mahatma
Gandhi when he was tried in 1922 and
sentenced to six years’ imprisonment

" said in court: “no sophistry, no jug-

glery in figures can explain away, the
evidence which the skeletons in the
Indian wvillages present to the naked
eye”, and he went on to add, “both
England and the town-dwellers in
India will have to answer, if there is
a God above, for this crime against
humanity which is perhaps unparallel-
ed in history”. He said, “no sophistry,
no jugglery in figures can explain
away” what we see with our ‘own eyes
in the countryside. The Finance
Minister knows very much more than
I do what exactly the situation is in
different parts of the country.

Only the other day, perhaps in the
context of the Food Minister’s state«
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ment that soon everything will be
lovely in the garden, we are going to
have foodgrains from abroad and in
this country also we are going to raise
our food-grains production and so on
and so forth, somebody in high autho-
rity pointed out how many people in
our country, particularly in the South,
have to live on the roots which grow
under the soil from year’s end to

year’s end, which is their staple food..

That is the condition of things which
we have to tackle and for Govern-
ment to pose these flgures, to point
out that the people have greater pur-
chasing power, that people are buying
so many things, that prices are rising
and that inflationary tendencies are at
work may be-all right from the point
of view of text-book economics, but
that is not all right from the point
of view of unchallengable facts and
the all-out effort we must make to
change the living condition of the
people today. I feel particularly at a
time when the Poojas are in the offing,
when Diwali is going to be celebrated
in eight weeks’ time, it is a cruel
irony that we are having this kind of
legislation placed before us.

I would like also to very humbly
draw the attention of the Finance
Minister to what was said, as far as
I remember by his predecessor,
Mr. Deshmukh, after the Kaldor re-
port was published. After the Kaldor
report was published the former
Finance Minister said that any Finance
Minister in this country should hence-
forward look more towards direct
taxation than towards indirect taxa-
tion. I would like him to remember
that the former Finance Minister, his
predecessor, had, perhaps in reply to
the Budget discussion, or in answer
to the discussion on the Finance Bill,
said that he anticipated a very small
rise in prices. Now his anticipation
has been belied by what has happened.
Now, for example, in the case of
mustard oil which is an article very

essential to the Bengali diet you find-

how prices have risen in sky-rocket-
ing fashion. This sort of thing has
happened all over the place and people
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are trying to organise themselves in
order to resist any disastrous rise in
prices of these things which are
absolutely essential for the life of the
people.

Therefore I feel that this kind of
Bill is extremely ill-advised. This
kind of Bill is not by any means in
conformity with the declared inten-
tions of the Government and I want
to warn Government that the tempers
of the people are frayed. The people
are not like donkeys. You cannot tell
the people for ever that good time is
coming in some uncertain future.
There is a story about carrots being
dangled before donkeys and naturally
you can tempt the donkey to bear the
burden for longer periods, but human
beings are not like donkeys, and as
you dangle carrots before donkeys, you
cannot dangle the prospect of good time
coming some time in' the uncertain
future before our people. Therefore, 1
feel that this is a Bill which should
be opposed strenuously. But we know
our strength in this House is by no
means adequate to be of any effective
opposition to whatever Government,
with its steamroller majority, wants
to impose on the House, I wish that
the Finance - Minister is advised to
bring about certain changes in regard
to medium cloth at least which im-
pinges on the interests of 70 per cent.
of the consumers and he should make
a gesture which might make this
measure slightly less unpalatable than
it is at the moment.

Shri M. S. Gurupadaswamy (My-
sore): Mr. Deputy-Speaker, Sir, thiz
Bill has been opposed bv various
Members for various reasons. Nobody
has given his support to the purpose
for which this Bill has been brought
forward.

One of the main objects of the Bill
is to mop off the extra profits that
will flow into the pockets of the manu-
facturers and the wholesalers. I am
afraid that the purpose cannot be
realised in view of the obvious fact
that indirect taxation generally is

.passed on to the consumers and it is
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borne very little by the producers. The
general law of economics of all pro-
duction is that taxation on consumer
goods is borne primarily, or at least
mostly, by the consuming public. So
the tall claim that is made in the Bill

that it will take away the extra pro- -

fits that are made by the producing
classes is not true. I feel that this
purpose which has been stated in the
Statement of Objects and Reasons is
one that has been given out with a
view to hoodwink the public. I feel
that no student of economics would
agree that even 10 per cent. of the
indirect taxation will be passed
on to the producers. We have
to consider whether the consumers
today are in a position to bear the
extra burden. I am afraid that the
consumers, the majority of whom be-
long to the poor and lower middle
class, are not in a position to bear
this increased burden.

A few days ago, Prof. Kaldor has
submitted a wonderful report wherein
he has stated that the taxation policy
should be a comprehensive and broad
ane so as to include various kinds of
taxation like the property tax, capital
gains tax and such other taxes with a
view to take away the increased
amount of profit that the producers
are making today. He complained that
one of the greatest drawbacks of our
taxation policy is a piecemeal approach
to the problem of taxation.

Taxation is one of the methods by
which we can reduce the disparities
of income. It is only one of the
methods. But, even here, the Govern-
ment has not been able to evole a
policy which is either adequate or
effective to realise the objective of
what is called ‘socialist pattern’. So, I
feel that what Shri Asoka Mehta said,
that this isolated measure will not be
able to achieve the desired objective,
the objective being of taking away or
sharing in the profits of a few people
who are entrenched in the industry,
is correct.

I want to ask the Finanre Minister
humbly why he has chesen this textile

industry alone for mopping off profits.
There are other industries which are
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making equally huge amounts of pro-
fits, for the last few months, because
of the impact of inflation. Very many
industries have been making large
amounts of money.

Shri' S. V., Ramaswamy (Salem):
What other industry is making so
much profit?

Shri M. 8. Gurupadaswamy: AIll
other industries generally, and, in
particular, I may say the jute indus-
try and the plantation industry. Se,
I-ask why has he taken only one
industry, the textile industry.

-Pandit Thakur Das Bhargava (Gur-
gaon): A beginning in the right

Shri M. 5. Gurupadaswamy: It is
not a good beginning; that is what I
want to say. It would have been all
right if there had been a comprehen-
sive, integrated approach to the pro-
blem of taxation. I am sure that hon.
Members will agree with me that this
isolated, piecemeal approach to the
problem of taxation will not do good
because It touches only the fringe of
the problem. If he is wvery serious
about mopping off the profits from the
business community, let him say it
We are going to support him provided
he brings forward -comprehensive
measures of taxation with a view to
reduce the profits in various ways.
The present moment is inopportune,
in my view, to impose excise duties
on cloth. I say inopportune because
the Puja and various other festivals
are coming.

Shri Algu Rai Shastri (Azamgarh
Distt.—East cum Ballia Distt—West):
You are right.

Shri M. 5. Gurupadaswamy: That is
an inducement for people to come for-
ward in the market to purchase more
and more. When there is a higher
demand, I am sure, this taxation will
not, in any way, result in consumers”
resistance. There will not be any con-
sumers’ resistance in these two or
three months because on special
occasions there will be a growing
demand for cloth. There is already an
impression gaining ground, dus to the



3 89‘ Central Excises

[Shri M. 5. Gurupadaswamy]

industnal policy of Government, that
there 1s scarcity in the cloth market.
So, the law of consumers’ resistance
will not operate. The demand willk
grow and if the supply does mot grow
proportionately or stands where it is,
naturally, the whole burden will not
only be passed on to the consumers
but, I am afraid, the prices of cloth

‘will still further increase, and thereby

price control becomes an impossi-
bility. I think that is one of the
objects for which this Bill has been
brought forward, that there should be
some sort of check on the rising trend
of prices in cloth. I think even that
object cannot be realised in view of
this special contingency. So, I feel the
time is inopportune.

I may also say that if the Minister
is very anxious to mop off profits, the
best tax that can be thought of at the
present juncture is excess profits tax.
Usually, in all countries when profits
are made in large quantities by a few
people, the normal tax that is resorted
to is excess profits tax. I do not know
why the Minister ‘is shy in levying
€Xxcess profits tax on the business com-
munity. If excess profits tax is levied,
I am sure the burden will fall directly
on business and industry, and not on
<consumers. You will be realising
thereby the second objective, that is,
you will be able to comb out some of
the profits of these people and thereby
you will have indirect check on prices
and even the cost of production. This
is not therefore a good tax and this
is not the time for such a tax, and I

feel that this measure should be -

opposed.

Further, the Minister has said that
‘the medium cloth and the coarse cloth
are not very much taxed, and they
are taxed lower than the fine and
superfine cloth. The tax increase on
medium cloth is 100 per cent., and on
coarse cloth is 50 per cent. If this
increase is called very small, I am
really unable to swallow the argu-
ment. I feel that an increase of 100
per cent. and 50 per cen! on medium
and coarse cloth is a very hig increase,
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and I am sure the Minister will take
advantage of the blanket powers
given in this Bill so that in future he
may enhdnce the tax further on coarse
and medium cloth. That will mean
that the poorer sections of the people,
the lower middle class, will be affect-
ed adversely. In a developing economy
only a few people will make more
money, disproportionately, when com-
pared to the rate of development of
the economy as a whole. A few
people always make money, and
special measures are required to take
away or squeeze out some of the
money that they earn. This is not one
of the special measures. I generally
support the view that, the dimensions,
the breadth and the width and range
of taxation should increase but in a
comprehensive way, in a way that will
be effective. The best way that will
make taxation policy effective would
be to follow the recommendations or
to implement the recommendations of
Professor Kaldor—with little changes
here and there. Unless we have an
integrated taxation policy, I am sure
we will ‘not be able to achieve our
objective.

Lastly, I would say that the Minister
has failed completely to follow a con-
sistent price policy. One Five Year
Plan has been over and we are in
another Five Year Plan period. 'In
these five years, prices have wvaried,
and varied from time to time. At no
period you will see that there was
price stabilisation. There has always
been fluctuation or wvariation to the
disadvantage of the community as a
whole. Only a few people through
price manipulations have been able to
amass wealth, and the Government
has completely failed to control prices
or stabilise prices at a suitable level.
We have no price policy, we have no
mechanism to control prices. In the
absence of a price policy, in the
absence of any mechanism to stabilise,
especially the prices of consumer goods
it will not be proper to resort to such
taxation measures which are
ultimately passed on to consumers and
will not be borne by producers.
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Shri B. 8. Mnﬂlu. (Eluru); Sir, I
rise on a point of order. Our friend
is speaking about firings and other
things. Are they relevant to this
question?

Mr. Deputy-Speaker: Rélevancy is a
different thing from point of order. I
was expecting something that might
be legal or something like that. There
is no point of order. The hon. Mem-
mer is not going out of the way.

Shri Kamath (Hoshangabad): He
has built up a very fine case.
lﬂﬁaﬂ‘om ar EHT&
FETT & s & oA & § AR
7z Y ag & fF g fedr s &
oY TrTETT g FIT FE, FHET THE
&1 3t S g AW @, e e
& &% qu 3w w1 fadw &4, &
frg ®7 ¥ qEAT 9@ A ..

The boots with which we will kick
you, you are bound to kiss.

Tz o & f form o3 § g S &Y
AT A, g6 A 3w b
g mmd 1 g fagamw & w1 @
FR A EL AW WY 9 "9
T BE AR TH IO X AGFA
@, ae fEfw F e ..

Mr, Deputy-Speaker: The hon. Mem-
ber should appear as if he is persuad-
ing others to his point of view. His
language and the way he is addressing
in the Parliament should be such as
to show that he ig trying to convert
others to his point of view. Now it
might appear as though he is compel-
ling others to go against him.

Shri Kamath: If he cannot do it by
persuasion, he might pursue other
methods :
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Mr. Deputy-Speaker: Here he nas
to go on persisting in persuasion.

st fqo To ZoaiE :  TW TEW
q=e & fod & 979 #Y geyag F@m g
# faq ®oY of ¥ 9 AwaT ¥ WA
s F g fF oW g e oaw
oET g5 fame ) e, g AWy
£ fv fegem &) ST 9w & faeg
T & FT qdT, T T FIT F
T, A T FOw § o 7 o b
T o1 @ & AT T AEE 61 @
¢ afer @@ S fF [ F 9T WX
¥,y o § W A A0 F w9
| W & ¥ ardd, ¥ Y SEwr
T ¥ fod W ag owTEw I
AT 9T T AR )

Shri K. P. Tripathl (Darrang): Mr.
Deputy-Speaker, Sir, the Finance
Minister when he moved this Bill put
forward arguments saying that this
measure is being undertaken for the
purpose of mopping up the excess
profits from the producers., Since
then, it seems there has been some re-
thinking on the matter and now it
seems the argument has been shifted
on to saying that there is an increase
in' consumption in the country which
is more than the production and there-
fore the consumption has to be res-
tricted by means of this duty.

/

Shri Morarka, who spoke a little
while ago, has clearly pointed out that
this is not going to be the effect. The
point at issue is that the duty will be
passed on to the consumer. The
Finance Minister, or anybody else in.
this House or outside who has argued
on this question, has not been able to
prove or assert that it will not be
passed over. If the duty is passed
over, then obviously there is no
decrease in consumption. If the duty
ia not passed over, then also there is
no effect produced. In that case it is
very clear that the purpose, which is
now said to be the purpose of this
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duty, will not be fulfilled. We have,
therefore, been greatly distressed to
find out why this duty is being im-
posed at all. There is no doubt that
it will cause a great deal of suffering
to the masses, the consumers. It is
said that the consumption has increas-
ed. Which is the class whose con-
sumption has increased? That is the
peint at issue. I was just looking into
the figures of wage index. The wage
index was 151 in 1953. In 1954-55, it
continued to be at 151. That shows
the wages have not increased. Now,
obviously, if the prices increase, then
the purchasing power of the same man
who was getting a particular wage
previously and who will continue to
get the same wage now, would be
reduced. To that extent, the standard
of living which was possible for him
even during the First Five Year Plan
will have to be reduced in the Second
Five Year Plan. Is it the intention of
the Government that the Plan expen-
diture should increase and the stand-
ards should go on decreasing? That
is the question at issue. If the Gov-
ernment says that the wages have
increased, then I ean understand. But
the purchasing power which has
increased in the country has not been
met by a wage expansion, and the
purchasing power has not increased
by a wage expansion. It has increased
by new industries coming into being.
The wage-level being the same, it may
be that where one man was employed
formerly, one and a half men, say, are
employed today. We may give some
such figure; it is a tentative figure
which is not correct either, because,
the personnel employed in the factory
and in the industries shows that there
has not been much increase. So, the
expansion in the purchasing power of
the country has not occurred by way
of wage expansion. Therefore, the
purchasing power in the hands of the
individual workers has not gone up.
Thus, if you increase the prices, what
happens? The purchasing power is
reduced.

I was just collecting the figures and
calculating what would be the effect
of this policy. According to statisties,
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agricultural labour earns Rs. 110 on
the average, per capita per year. If
10 per cent. of this income is utilised
for the purchase of cloth, what will
be the effect? His capacity at present
may be Rs. 11 for the purchase of
cloth. So, I calculated that by this
duty, his total cost will increase by
50 per cent. That means he will be
able to purchase only half the cloth
which he was able to purchase before.
Similar is the case with the industrial
worker. .

Shri T. T. Krishnamachari: I am
afraid that the hon. Member should
not ask me to take him seriously,
when I point out this. He says that
by an increase of one anna per yard
of cloth, the purchasing capacity with
regard to cloth will be reduced by 50
per cent.

Shri K. P. Tripathi;: I am referring
to the power taken by the Govern-
ment in their hands to increase the
duty upto four annas. I was calculat-
ing on the basis of four annas. That
is the power being taken by the Gov-
ernment. They say that they will
adjust it as they desire in the course
of the next few months. Although
the duty now is put at a particular
rate, they have the power to increase
or adjust according to the excess
profits which may be got in the course
of a few months. Therefore, 1 was
calculating on the basis of the increase
of two annas on coarse cloth. Similar-
ly, the cost may be calculated in res-
pect of the other varieties of cloth.
1+ was surprised to find that in the
case of agricultural labour the capa-
city for the purchase of cloth would
be reduced by 50 per cent. Similarly,
calculating on the basis of the indus-
trial workers, I came to the conclusion
that their capacity to purchase cloth
will also be reduced by 10 per cent.
In the case of the ordinary agricul-
turist, whose income according to
statistics is about Rs. 400, or between
Rs. 400 and Rs. 500, the purchasing
power of cloth would be reduced to
the extent of about 12 per cent.
Although we think that the cloth
purthased is uniform, namely, 188
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yards, actually, it is not so. Actually,
those people who are lowest in the
rung are purchasing far less than that
quantity, and their capacity to pur-
chase after the passing of this Bill
would be far more reduced.

What is the policy? Is the policy
pursued in the Second Five Year Plan
going to be one of reducing the
standard of living? I think not.
Therefore, I think that somebody has
failed to think ahead and plan ahead
for production so that the standards
might be maintained. Obwviously, in
a planned economy, it should be possi-
ble for the planners to find out what
is the standard that they are going to
afford to the people at a particular
point of time. It is from this point
of view that I think Shri Asoka Mehta
and others were arguing and saying
that there should be an integrated
approach to the tax system of the
country. .

It is very clear that if there is an
excess profit it should be mopped up
by an excess profits tax. It is as
simple as day-light. Why is it that
this simple device which is known to
all is not pursued in this case. Why
is it that a device, which has the added
danger of being passed on to the con-
sumer, being pursued now? In this
case, it is not the mopping up of the
profits that occurs. On the other hand,
the mopping up of the purchasing
power of the people occurs. Is it the
mopping up of the purchasing power
that is intended now? So, I humbly
beg to submit that in a planned
economy, Government should take it
for granted that prices are going to
rise not merely with regard to cloth,
but with regard to every article in
the expenditure which has to be
incurred in the next five years,
especially against an inflationary
pressure. Therefore, in any planned
economy which pushes preduction in
a country, there must be a system of
price maintenance. What is the
mechanism which has been developed
for price maintenance? Nothing?
That is the questior which we ask and
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which is never answered. Without the
mechanism to maintain prices, how
will you raise the standard of the
people? '

Now, the price of cloth has increased.
The price of food has increased.
Suddenly, when the price of food
increased, they came forward with the
idea that there should be some import
from abroad. In this, way, a hit-and-
run method, an unplanned method, is
followed. This is most unfortunate.
Who is the man that is exposed to the
highest risk in such an economy?
Obviously, it is the lowest man in
society. He wants protection. When
we entered the first Plan period, the
position was that with price control
everybody could get a limited amount
of cloth at a particular price. Now,
that protection is gone. Then, any-
body could get some kind of cloth at
a limited, enforced price. Now, the
price has increased and the Govern-
ment say that they will increase it
further. The protection which the
people used to get then will not be
given now. Ewven before the first Plan
period, it was possible for an ordinary
man to get some amount of cloth out
of the controlled shops, but now it is
not possible. If he has no purchasing
power, he cannot purchase any cloth.
This measure has, therefore, set the
clock back in the country.

I therefore request the Finance
Minister to think as to how the com-
mon man, the ordinary man, the man
in the village and in the workshop,
may be assured of some kind of cloth
at a reasonable price. Unless there
is an assurance, that he will be able
to purchase some -kind of cloth con-
tinuously at a set price, it would not
be possible to run the Plan. ’

Already, there was a demand for
wage increase. When the demand
was made, this measure of taxation
was not known. The demand for
higher wages will increase further.
This is not a one-way traffic. If the
purchasing power is taxed, naturally,
the working class will be entitled to

R T VAL (IS s
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ask for a higher wage, and if higher
wages are domanded, ‘how will the
Plan calculation stand? Will the Plan
calculation be thrown over-board and
a new calculation be brought forward?
What will happen to the limits set for
the purpose of the Second Five Year
Plan? This question has not been
answered.

Therefore, I humbly submit that
prices have to be maintained. The
prices of all commodities cannot be
maintained; I understand it. In the
course of the discussion of the Budget,
1 argued this point. I said that in
respect of four or five fundamental
things, we would have to maintain
the prices. I said thdt you must have
to maintain the prices all through the
Second Five Year Plan period, in res-
pect of cereals, pulses, edible oils and
cloth. You may call the cloth, ‘people’s
cloth’ for this purpose. Call it
“dhoties’ and ‘saris’. Fix some length,
but there should be one type of cloth
which is used by the masses in the
country. If you maintain the prices
of these few commodities at the same
level all through the Plan period, then
it may be that you may maintain your
Plan; otherwise, it will explode into

smithereens and you will not be able

to maintain it. With great reluctance
and a feeling of pain, I have realised
today that the Government has no
price policy and has no plan to main-
tain the prices and to ensure a
standard of living at a particular level.

So far as controlled economy is
concerned, an assurance was given,
but there is no controlled economy
today.

Shrimati Tarkeshwari Sinha: We
do not want control.

Shri K. P. Tripathi: Madam friend
says, “we do not want control”; does
she want that people should die and
go naked? What will happen to the
man who has no purchasing power, if
the prices increase? Speaking on the
duty on edible oils and mustard oil,
the Finance Minister said during the
last Budget session that the increase
in duty would not be passed on to the
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consumer. In May, 1955 the index
was varyving between 65 and 80; in
May, 1956, the index has almost
doubled. Have they been able to
control this? The Bengal Government
tried recently to control this and
failed miserably. Edible oil is one of
the main items of food. If the Gov-
ernment has a planned economy, why
should not they have a planned price
policy at least for these 5 or 6 items
of life, which are necessary for the
whole society? After all, cloth is a
social necessity. Man does not need
cloth, but society forces him to put on
cloth. So, why should it not be the
duty of the society to make him pur-
chase the cloth also?

I humbly beg to submit to the
Finance Minister with all the earnest-
ness at my command that the working
classes in this country will be hard
hit and they need protection. I know
that the Finance Minister has great
love for the working classes and the
ordinary men of the country and I
hope it would be possible for him to
devise a policy whereby that protec-
tion may be assured. I submit that
the measure brought forward now will
not protect them and will expose them
to the greatest difficulties. In view of
this and in wiew of the great opposi-
tion from all quarters, I hope the
Minister will reconsider the matter.
There has been considerable rethink-
ing on this matter; I think that
rethinking should be continued.

Shrimati Sushama Sen (Bhagalpur
South): My predecessor has just
appealed to the hon. Finance Minister
on behalf of the working classes. I
want to appeal to him on behalf of
the women of the country. This
measure really affects the women, I
will not say more than men, but it
does affect them. (Interruptions)

Mr. Deputy-Speaker: Let us hear
the women's point of view in it.

Shrimati Sushama Sen: Already
excise duties on edibles have gone up
so much that it is difficult for the
housewife to feed the family; now you
want to restrict the cloth also. I
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would appeal to the Finance Minister
that before we attempt to take more
money for the exchequer for develop-
ment schemes, it is more necessary to
develop the human beings and I for
one feel that the children must be
clothed and fed properly.

We find from the figures given to
us, as has been already pointed out
by Mr. Mukerjee, that in 1939-40,
during the British rule, the per capita
consumption of cloth was 15°75 yards.
Then it went down and down till in
1945-46 it came to 11'25. Then, in
1950 it was 97 and in 1951, 11'7. Now
it has risen only to 15°9. Why do we
want to cut down what we have got
in these three years? When we had
the control system, we knew how
difficult it was to take even one piece
of saree. When I was in my consti-
tuency, I found that the women could
not afford even one piece of cloth.
Therefore, even a rise of 2 pice or 1
anna in the duty would be too much
for them. I appeal to the Finance
Minister not to raise the price of at
least medium and coarse cloth. As
far as fine and superfine cloth are con-
cerned, perhaps those who are in a
better position might be able to afford
them. Even there, as has been point-
ed out by Mr. Morarka, there should
be no increase ifi the duty. I quite
agree with him, because production
of cloth should be increased and not
decreased. We have to increase our
production not only of mill-made
cloth, but cloth made in handlooms
and khadi. We should produce more
cloth and the surplus should be sent
for export.

I would join the others in appealing
to the Finance Minister not to increase
the duties at this time when the
Dusserah and the Diwali festivals are
on, betause it is at this time that the
housewife has to buy cloth for almost
the whole year, and she would be
more hard hit if you impose this tax
at this time.

Shrimati Tarkeshwarl Sinha: The
ex-Commerce and Industry Minister
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made an exciting appearance—as the
new Finance Minister—with a big
contribution to the public exchequer.
But, T am sorry to say that he has not
got that welcome that is due to him.
As the Commerce and Industry Minis-
ter, he had a very brilliant record and
because of that fact, he was put into
this Finance portfolio to bring stabi-
lity and consistency in the financial
policy. But, I am sorry to say that
his first appearance is very cold. From
the House he has not got a single
word of support. This is a very
serious matter.

: ]
Shri B. Das (Jhajpur—Keonjhar):
Can the hon. Member make such
personal reflections? '

Mr. Deputy-Speaker: There is
nothing personal here.

Shrimati Tarkeshwari Sinba: I am
sorry to say that he got a very cold
House on his first appearance. When
public appearance tours are organised,
it is always expected that the artist,
wherever he or she goes will get
appreciation and glamour. But, the
new Finance Minister’s coming to the
House, with this Bill is quite unfor- .
tunate, because not a single word of

" support has come from the Members.

I also join my humble voice in oppos-
ing this Bill, because we are repre-

- sentatives of the poorer people in the

country and it is our right and duty to
‘be their spokesmen. .

As my hon. friend said before, the
Dusserah and Diwali festivals are
coming, I know how the minds of
the public people are working. This
increase in the excise duties just before
the Dusserah festival has put panic in
the mind of the public. They are”
really panicky as to what is going to
happen to the price level, if this sort
of thing goes on. This is the sort of
thing that is happening. The prices
are steadily rising and in addition to
that the Government comes forward
with an additional burden over their
head. This is something very unfor-
tunate. The price of cloth is already
going up, and over and above that,
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Government comes, not with a medi-
cine to check the rise in prices or with
a balm to remove the pain, but with
an additional burden to be put on the
public,

3 P.M.

You will remember that last time
when the ex-Finance Minister levied
excise duty on cloth that was not very
palatable to the country.. And as he
had a keen appreciation of the public
sentiment, he came in the Finance
Bill with a reduction of the excise
duty. But what happened? Mean-
while, all the cloth were sold and it
brought Rs. 12 crores to the public
exchequer; and that money came not
from the richer section because they
can afford to buy any time they like
but from the poor section who had to
buy clothes and other things for the
Holi. We all know that everyone of
our countrymen who can afford to
buy ‘even one yard of cloth will
reserve that money and will make
that purchase at the time of Dussehra,
Diwali or Holi. "That mistake we
committed and I think it proved to us
very costly. There was lot of un-
popularity for this Government
because the excise duty was levied at
the time of the Holi and it was with-
drawn immediately after that. It
created an impression that the Gov-
ernment want to help the industrialists
or the producers and do not want to
help the poor -public because they
showed that they can give relief to
the industrialists or the producers and
not to the public. Therefore, I would
like to emphasise that we have been
hasty and it is inopportune to bring
this measure at this time. The new
Finance Minister like every new-
comer has come with a more forcible
enthusiasm and has given us a‘'dose
of medicine that we refuse to accept.
Because 1 don't think it is going to
give any relief to the publie.

He has advanced the argument that
the extra profit that is being earned
by the producers and mill-owners or
the industrialists will be curbed. I
do not know how he arrives at this
conclusion. I do not command as
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much knowledge of economics as he
does but I also claim to know a little
of the ABCD of economics and I know
that without making any change to
the cost structure and the price-jevel,
he cannot bring any relief to the
public. Now.he has come up with a
new taxation. But he forgets that the
price can only be increased or reduced
by making a change in the cost struc-
ture. The hon. Minister himself has
stated that the cost structure does not
match the price structure. So, he
should have come forward with a
measure that would have balanced the
price structure with the cost structure.
But that he has not done and he has
put this additional burden on the
public. He very well knows that the
demand for cloth has not risen so
much, due to the increase in purchas-
ing power as due to the expansion of
the purchasing power. Many people
are employed and, therefore, they are
purchasing cloth to satisfy their basic
needs. If I get Rs. 15 today and I
purchase 15 yards of cloth, it does not
mean that tomorrow I am going to buy
20 yards because I would be getting
Rs. - 20 tomorrow. That does not
happen in our country. The purchas-
ing power has undergone a vast change
and has expanded, so the demand has
also expanded. But this demand has
not increased due to the increase in
purchasing power in the hands of a
particular individual. This is one of
the important points that should be
taken into consideration. Qur com-
mon man is still very poor and he is
still below the subsistence level.
Therefore there is no good in increas-
ing this excise duty and in turn
reducing the purchasing capacity of an
individual who has already no pur-
chasing power with him. Therefore, 4
I feel that the hon. Minister must take
into account the feelings of the House
in this regard.

It is quite surprising that an increase
of Rs. 17'5 crores in taxation is
brought out by this measure. In the
last budget the increase in ' revenue
that was expected was only Rs. 34-15
crores and remarks were made about
that budget that it was a very accom-
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modating budget because the public
sentiment has to be geared up with
the Plan, public enthusiasm has to be
encouraged and public co-operation
has to be called for; so the time is not
opportune—price level “being " shaky
and deficit financing coming into the
picture, to increase the taxes, and
this budget therefore has been a very
good budget; the Finance Minister
made a statement on these lines at
that time. I think some newspaper
man had asked me about my impres-
sion on the budget and I said: let us
wait; this-is-a-wait-and-see budget.
We have waited and now seen that
the excise duty has been increased to
exhorbitant rates. So, this levy is not
in lines with the budget as it was
presented to the House at that time.
That budget only taxed the people to
the extent of Rs. 34'15 crores. On the
other hand this one measure taxes the
people to the tune of Rs. 17'5 crores
and I don’t think this very first con-
tribution of the Finance Minister is
very happy. Rather I am afraid, the
new Finance Minister is going to prove
to be a very merciless tax collector.

He has taken all the pains in appear-
ing reasonable by saying that the
textile industry will bear this burden
of the additional profit and these rises
in prices would not go to the con-
sumers’ shoulders. I do not know
what are the statistics and what is the
index with him on the basis of which
he makes this statement. It is a
fundamental principle in économics
that indirect taxes are never shoulder-
ed by the actual prpducers or actual
owners of the goods. They are always
passed on to the consumers unless and
until there is a heavy price-fall that
it reduces the demand to such an
extent that it would compensate the
extra receipt from the higher prices.
But that can only be done in respect
of non-essential goods. About essen-
tial pgoods there is no . question of
elasticity. The theory that he has
applied in this measure cannot be
applied to cloth and food. Cloth and
food being very essential goods for
the human life, their demand ia very
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inelastic demand. As I said earlier,

this demand is still inelastic in spite
of the fact that the hon. Minister has
come to the floor of the House and
tried to show that this demand is
elastic because the demand for cloth
has shot up. As I said earlier, the
demand of individual has not gone up;
it is the expansion of the purchasimg
power that has taken place and that
has expanded the demand for cloth.
Therefore, I think this theory or
principle cannot be applied to food
and cloth. There is no question of
elasticity in these two respects.
Specially, as so many friends have
pointed out, during Dusserah time
there is a general tendency for prices
to rise, because it is generally being
guided by the demand and supply
theory. It is also guided by the
principles of diminishing returns. It
is obvious that when people cannot
cope with the demand the pricet‘; have
to rise. But this time the price has-
gone to an abnormal level. We can-
not compel the buyer who has a social
and religious obligation not to buy a
piece of cloth or a few dhoties or a few
clothes for the children. It is not for
the pleasure of the hon. Minister or
for the pleasure of anybody that a
person buys the cloth. It is a social
and religious obligation for him; he
has to buy the cloth. Therefore, it is
a very inelastic demand. The poor
fellow with his philosophical resigna-
tion considers it his "fait accompli to
pay a higher price; and the Govern-
ment has added his burden by passing
this levy on to him. I do not know
what is the reason that has guided the
hon. Minister with all his reasonable-
ness and practical commonsense to
come forward with this measure. He
should say on the floor of this House
that he has been guided by mopping
up of the profit or some such thing.
We are not at all convinced by his
arguments. It is guite obvious that
he has come here as a revenue
collector. This is a measure that is
going to collect revenue up to Rs. 17°5
crores. This was the first chance of
the Finance Minister and" he  has
created a record that on the very first
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chance available to him he has col-
lected revenue worth Rs. 17-5 crores.
That may add some feathers to his
cap; but it will take some feathers out
of the country’s cap. 1 feel that by
this measure, he is making his first
appearance as a ruthless revenue
collector. I do not know whether this
will produce very beneficial results
for him or the country.

The Plan is before us. Public co-
operation is one of the most important
factors that has to be taken into
account. It is much more important
than the allocation of resources. It is
much more important tharr your finan-
cial capacity. It is much more
important than anything else. If you
do not have resources, if you do not
have finances, you can go before the
country and tell the people, here is
our financial condition, because we
are not able to get any aid, we have
no big taxable capacity, so we are not
able to implement these schemes that
we have put in the Plan. I think the
people will understand this. I do not
think that the Indian people are so
unreasonable as not to understand the
shortcomings of the Government and
the country as well. Now if this Bill
puts forward the excuse that it wants
to raise additional revenue for financ-
ing the Plan, I think it is not going
to cut many nuts. Sir, I think publie
co-operation is much more important
than collecting revenue. And public
co-operation and public enthusiasm
can be upset by the slightest shake-up
that you are giving. In our country
public enthusiasm has yet to mature.
This enthusiasm you have to fan con-
stantly to make the people join their
hands in the implementation of the
Plan. After a careful consideration,
in the beginning of the second Plan,
you brought a lukewarm budget and
now you have come with such a
measure as would upset all your good
deeds in these six or seven inonths.
I think the Finance Minister will give
some further thought to the matter
and try to take away this Bill, not to
push forward this Bill. It is no good
overriding the wishes and feelings of
the Members of Parliament. We
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represent the whole country here. We
speak in their voices. So, I think he
will take serious note of these feelings
of the Members of Parliament. It is
a fundamentally wrong thing to force
the people to live on subnormal con-
sumption. It can never do you good.
All your principles, all your theories
and all your activities should lead to
a higher standard of living. But if
you force the people to live on a sub-
normal consumption level, I think this
sort of policy is improper. Therefore,
I would again beg of the Finance
Minister to find out, with all the
genius at his command, a relationship
between the cost structure and the
price structure and find remedies
there and not come forward with a
Bill to tax the people.

Shri Bhagwat Jha Azad (Purnea
cum Santal Parganas): Mr. Deputy-
Speaker, I support this Bill, because
its object is very good, to mop up
the excess profits realised by the
mill-owners. But, I oppose the provi-
sions because, they won't lead to
what the Finance Minister aims at.

The Minister of Defence Organisa-
tion (Shri Tyagi): What a good sup-
port!

Shri Bhagwat Jha Azad: I would
have been glad,—not I—the country
would have been glad if the new
Finance Minister with all his genius
and capacity could mop up the profits
which these friends have realised from
the pocket of the poor. But, this
measure will indirectly help them.
This measure is not going to achieve
what is aimed at. This duty will be
definitely passed on to the consumer.
We would like to have from the
Finance Minister a categorical answer
to this question. I say the burden of
the excise duty will be passed on
to the consumer. If he says that
it will not be passed on to the
consumer, if he says that the provi-
sions of this Bill are there and if he
will say that in such a contingency, he
will find means which, excluding this
Bill, will support him in checking the
vagaries of the millowners, we will
support this Bill and we will see that
this is passed into an Act.
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Shrimati Renn Chakravarity: We
have to see in any case.

Shri Bhagawat Jha Aszad: I defi-
nitely will not say that. In the first
three months, at least 80 per cent. of
the new duty will be passed on to
the consumer. In the second three
months, definitely, it will go up to 80
per cent. and gradually, the entire bur-
den will be passed on to the consumer.
I know that we require money for
financing the Plan. We are prepared
to share the burden. Let the Finance
Minister say that the common man
has to share the burden,—we will
speak to the people and say we want
money for financing the Plan, and so
you will have 10 instead of 15 yards
—instead of asking us to support the
measure saying that this is for mop-
ping up the profits. We cannot do
that.

We can ask our Finance Minister
to give us facts and figures. The
Finance Minister, in his jugglery, will
give us facts and figures. He can
give 10, 20 or 40 pages of facts and
figures. I will plead my innocence, I
will plead my foolishness and tell
him, you can give me all these facts
.and figures, but I have not got the
brain to explain it to the people.
Probably, in this House, one man,
the Finance Minister and his other
friends on his right and left can
understand this measure that he has
brought before the House. The
others cannot understand. If we cannot
understand that, how can we say
that this measure will mop up the
profits and the money will be given
back to us?

The question has always been of
raising the standard of living. How?
By giving more cloth, by giving more
food. What is this strange thing? You
know 80 per cent. of our people are
farmers. For what they are produc-
ing in their fields, you are going to
reduce the prite by importing surplus
from America. For what they want,
vou are going to increase the price.
The poor people want kerosene oil,
clothes, etc. The cloth price will
shoot up immediately, In three
months it will go up like anything.
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You concede that. I know that the
price will go up. Even without this
excise, it will go up because of the
operation of the law of supply and
demand. There is more demand and
less supply. That point has to be
satisfied that there is going to be
mopping up. I know the Finance
Minister the ex-Commerce and Indus-
try Minister of India. He was res-
ponsible for planning for cloth. When
we asked for Ambar Charkha, he
shouted at the top of his voice and
then we conceded. He said, power
looms and other things. Till yester-
day, he was there. Government plan-
ned shead fo see that the consump-
tion goes up. When the Karve Com-
mittee said that it will be 18:5 per
cent. the ex-Commerce and Industry
Minister said, 21.1 per cent. Now that
he has failed he pleades helpless-
ness. He says, I cannot do. The price
will go up. Because he is helpless ‘and
the price will go up, he comes with
another measure which will further
increase the price. The theory given
to us is that the prices cannot be
raised and that it can be raised only
to the extent to which the market
will bear. We know what the market
is' and what it can bear. Suppose the
price is Rs. 2-8-0. Can we say that
after this tax, it will only go up to
Rs. 3-8-0? Can he say that the price
will go up only to that extent and
no more? This is the wvery simple
proposition. If the Finance Minister
in his first appearance can assure us
and can show to the country,
how this measure will mop up the
profits, we will give our full support
Let him assure that the duty will not
be passed on to the consumer, This
is the one simple question. Let him
answer that point. We will support
him. But, he cannot say so. If he
cannot say so, he has no right to say
that we will mop up the profit. Let
him revise the provisions of the Bill
Let him say straightway, I am bring-
ing this measure, 50 or 60 per cent.
will go to the consumer and 40 per
cent. to the industry; we will be glad.
We will tell the people, we want
money, here is a new Finance Min~
ister, he does not want to go to any
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foreign country, he does not believe
in asking from foreign countries. He
wants money from us, therefore let
us cut down our consumption of
cloth. Let us cut it down to ten
yards. When he was Commerce and
Industry Minister he said that he
would give us 21 yards. Now as
Finance Minister he says do not
consume even 15 yards. In that way
we can speak to the people and make
them understand, but we cannot
understand this because this is not
mopping off the profits, but mopping
off the poor consumer. Therefore, I
feel that this measure cannot achieve
what it intends. The object is laud-
able, to mop off profits. If that was
the object are there not other
weapons in the armoury of the Gov-
ernment? Shri Asoka Mehta, an eco-
nomist and expert said you could
have excess profits tax. But the
Finance Minister will not have it
because it will go beyond and reach
the other industries also. But why
this way, which is definitely doubt-
ful, as it will be passed on to the
consumer? There are other ways of
mopping off profits.  Therefore we
cannot support the Bill as the poor
man will be hard hit.

An Hon. Member: But you said
you were supporting the Bill.

Shri Bhagwat Jha Azad: You could
not understand what the joke was. At
least let me say once that I support.

And what a nice occasion have
they chosen. He himself said it is
Dusserah, therefore there will be
demand for cloth. If the cess is 8
annas the profiteers will put up the
price of cloth by much more. So, this is
the present to the people on the eve
of Dusserah and Diwali by the new
Finance Minister: either you reduce
your consumption or pay more. I
cannot support it.

Mr. Depniy-Speaker: Shri Thanu
Pillai. I might make one submission.
Most of the arguments have been
advanced and pointg made. There is
a large number of Members who want
to add their voice one way or the
other. I would request them to comn-
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dense their remarks and take less time.
Ten minutes would suffice I suppose.

An Hon. Member: Five minutes,

Mr. Depuly-Speaker: Five minutes
in normal cases and ten minutes In
special cases.

Pandit Thakur Das Bhargava: When
taxation to the tune of Rs. 17} crores
is to be made on the country, people
should speak for five minutes only? It
is a tragedy of fate. .

Mr, Deputy-Speaker: I thought most
of the points had been made. I have
no objection to the House taking more
time or longer time, but the difficulty
is I have got the names of 30 Members
who want to speak. Only ten have
spoken so far. There are very impor-
tant Members who want to speak. [
do not say it should be confined to
five minutes. Would ten minutes be
all right?

Pandit Thakur Das Bhargava: The
Chair has got the right, with the con-
sent of the House, to extend the time
to any extent it pleases, and in a
matter like this in the interests of the
Government und in the interests of
et;le debate, tne time should be extend-

Shrimati Ammu  Swaminadhan
(Dindigul): I hope you will give me
an opportunity to say a few words. It
is very selduin we ask for a chance to
speak, but this is a very important
question and I think it is very neces-
sary to give us a little time.

Mr. Deputy-Speaker: I assure the
lady Member that women shall have
adequate representation in this
debate.

Shri S, S. More: This is discrimina-
tion against the males.

Mr. Deputy-Speaker: Shri Thanu
Pillai.

Shri Thanu Pillai (Tirunelveli): I
was waiting for an opportunity to
welcome and congratulate the new
Finance Minister, but there is this
difficulty in the way that the first Bill
is a very difficult Bill for us to con-
sume. From the point of view of
handloom weavers this would be a
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very good measure, but from the point
of view of the consumer whose budget
has to be adjusted it is a very difficult
measure. Hon. Members here who
wanted to curtail mill production and
spindlage now shout here that prices
have gone up and this cess is being
levied. This seems to be the fore-
runner of our future textile policy
wherein we cannot hdve the luxury of
using 20 or 25 yards.

This cess which is said to be to
mop off the profit is mopping off the
budget of the common man. That is
our grievance. If on the other hand
this revenue is utilised for increasing
the handloom rebate, we will consider
the possibility of lending our support
to this Bill, because though there are
some people who do not want to go in
for handloom cloth at all, those people
who would go in for handloom cloth in
preference to mill cloth may have an
opportunity of adjusting their budget.
For the Government to say that they
have no other way except to enhance
the cess is I submit like saying that
because we cannot stop highway rob-
bery, we should license robbers,

Food prices are increasing. Rice
worth Rs. 30 is now being sold at
Rs. 56. Can we say that we wil

levy a cess of Rs. 20 per bag of rice?

People cannot live without eating, nor
without clothing. Already we are a
half-fed nation, now we will have only
a loin cloth if this policy is pursued
and people are made to pay exhorbi-
tant rates for every day consumer
goods,

While the price of cotton of the
medium wvariety has gone up very
little, not even one per cent., the price
of cloth has gone up by 40 per cent. If
Rs. 2 worth of cloth goes up in price

by even 25 per cent. the price will |

"increase to Rs. 2-8-0 or more. If you
increase the duty even by six annas
you are not going to mop off all the
profit. You will be only acquiescing
in the position that the trader and the
mill.owner can say: “Your Govern-
ment has levied the cess, and therefore
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we are forced to increase the prices.”
We had the right of criticising the
mill-owner and trader that they were
anti-social elements trying to exploit
the situation and making more money,
but here the Government comes to help
them to say they are levying higher
price because the Government are
levying the duty.

People who had made money in the
first World War had to lose it soon

‘after because there was no control and

no restriction, They hoarded stocks
and when prices fell they all lost heavi-
1y just after the war. But during the
Second War because of our control
policy the trader did not hold big
stocks. Whoever made black money
continued to be g millionnaire or multi-
millionnaire and had no occasion to

‘lose the money which he had made.

This is the type of help the Govern-
ment gives to the exploiters.

I plead that this Bill, if it cannot be
withdrawn, should be so amended
that the revenue of Rs. 17} crores
should be passed on to the people by
way of rebate on handloom.

Shri §. S, More: I confess that I
cannot understand properly the motive
of the Finance Minister in introducing
this sort of measure on the eve of the
election. He has appended a State-
ment of Objects and Reasons to the
Bill. In that statement, he has cate-
gorically stated:

‘It is necessary to mop off these
extra profits and the proposal in
the Bill is intended to achieve this
object.’.

In the light of the remarks which
he addressed to this House this morn-
ing, it transpires that this Bill has not
one single objective only; it is a multi-
purpose Bill, if I can borrow that idiom
from the co-operative literature. The
Minister has got many purposes in
view. Possibly, mopping up the profits
may be one of the subsidiary purposes.
But as he replied to my interruption,
preventing the rise In consumption by
the people is the main purpose,
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It is time for us to discuss whether
this is a purpose consistent with the
objective of our planning, planning as
stated in the light of our constitutional
objectives, namely that the standard
of living of the people has to be raised.
Now, hag the standard risen? Have the
people been able to raise their standard
to a level which can afford mopping
up or depressing that standard?

According to the figures circulated
to us, we find that the present rate
of consumption per capita is 159
yards. I come from Maharashtra, and
I believe, for the mode of dressing on
the part of the men and women in
Maharashtra, at least 20 yards per
capita per year is the minimum that
they can have. According to their
social notions, the way in which their
communities live,-and the way of thelr
standard of life, anything less than
this would be looked upon as dero-
gatory to their social status.

Again, take the case of the Punjab,
where most of the Sikhs put on tur-
bans and have a variety of clothes to
wear, as a matter of social etigutte.
Even there, a 15-yard standard would
be something which will be very harm-
ful to their social status.

The Finance Minister says that he
wants to put a stop to the consumption
op the part of the people. He ought
to have come out with the figures.
As far as the different sections of the
people are concerned, the National
Sample Survey have taken a survey
of the living standards of these sec-
tions, and the Minister ought to have
come out with the figures showing in
what particular section of the people,
the standard is going beyond a level
which is likely to be dangerous to the
country. I need not labour the argu-
ment which has been advanced by a
good many hon. Members. In fact,
most of the Congress Members who
have opposed this measure have sald
with unanimous voice that the burden
of this taxation will not be falling on
the shoulders of the capitalists who
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look upon the Finance Minister as one
of their friends, but it will fall upon
the poor unnappy consumer. I do not
want to go into the details of this
matter.

But it is time for us to think that
it inflation is setting in, there is also
likely to be a tendency on the part
of the producers, and particularly
manufacturers, to take advantage of
the surplus money that is set in circu-
lation, and rise their prices. They
will be performing the function which
the Finance Minister is out to perform
with a view to keping the rising
standard or the rising consumption of
the people at a certain level. When a
millowner raises the prices of a dhoti

‘from Rs. 6 to Rs. 8 or Rs. 9 to some

extent, he succeeds in putting a stop
to the rising consumption.

But_ the real objective of our State
ought to be to increase the standard..
I feel personally, that if we leave the
production of consumer goods to
private agencies, if we allow also the
freedom to them to increase the prices
at their sweet will—because there is
no machinery for controlling the prices.
effectively—then the only way by
which we can do it is by nationalisa-
tion, I would demand that the whole
textile industry ought to be nationalis-
ed. If it is not going to be nationalis-
ed, it ought to be treated as a separate
and exclusive sector for the co-opera-
tive societies, s0 that whatever rise in
prices is there can be controlled by
Government, and there will not be
profit motive, so far as the running of
this great industry is concerned. If,
however, there are any surplus or
excessive profits, Government will be
in a position to divert to those profits
for some constructive objective.

My submission is that it is high time
that instead of passing this measure
which has come before the House, we
take some bold step for the purpose
of nationalising or ‘co-operativising’
the whole textile industry sector.

Most of us have read the report
which has been submitted to
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.Government by Mr. Thapar who led
the delegation to China........

Mr. Deputy-Speaker: Appeals from
the Chair have gone unheeded. There
are so many voices loud enough to
reach here, I would request the hon.
Members to talk in a subdued voice,
if they have to.

Shri S. S. More: I want particularly
-the undivided attention of the Finance
Minister, because the Minister of
Parliamentary Affairs is keeping him
busy with some other matters. That
.should not be allowed here,

The Minister of Parliamentary
Affairs (Shri Satya Narayan Sinha):
Absolutely with regard to this matter,
and in regard to no other matter.

Shri S. S. More: Then, the House
may be adjourned for your consulta-
-tions,

Pandit Thakur Das Bhargava: He is
.asking him to withdraw the Bill.

Shri §. 5. More: Mr, Thapar has
.submitted in his report that China is
making rapid progress, and China has
been able to secure the growing enthu-
giasm of the people. But we are not
.succeeding in the same way. My sub-
mission is that our financial policy and
our taxation policy are mainly res-
ponsible for stopping and preventing
the flow of public enthusiasm.

Whenever the common man is sup-
posed to make a better living, whenever
the common man finds some money
in his pocket for the purpose of neces-
sary expenditure on essentials of life,
our financial policy is directed
immediately, by indirect taxes, to
take away the surplus money which
may be jingling in his pocket for some
time. Every time, he feels that when-
ever Government are in difficulty, he
is the target; whenever Government
have to make any progress, his pro-
gress has to be stop first, in order
to secure the progresy of the nation,
If stopping the proj s of the common
-man, and stopp the rise In his
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standard of living is a condition neces-
sary for the evolution of a welfare
State, then, that man is not interested
in the creation of such a welfare State.

I feel that the times are not oppor-
tune. Onp the contrary, Members of
the Opposition must thank the Finance
Minister for giving them a good
weapon, and a good stick with which
to beat the party in power at the time
of the next election. But we are not
taking such a partisan view; we feel
that the country's Interests are much
higher than our party interests.

I  would, therefore, request the
Finance Minister, with the help of the
Minister of Parliamentary Affairs, to
see his way to withdraw the Bill,
because unless he withdraws the Bill,
we will not be able to assure the con-
sumer that this House is acting like
the protecting guardian of his interests,
and we shall merely be supposed to
be rubber-stamps; that 13 to say, what-
ever 1s In the interests of the capita-
lists is passed through, after giving in
the Statement of Objects and Heasons
some Information which is not a coi-
rect information, and some statements
which are as far away from truth as
possible,

Therefore, I would say that this is
not a good time for this measure, from
the point of view of the consumer,
particularly on the eve of Dusserah,
Diwali and Sankaranthi. As some hon.
Members have emphasised, these poor
people find these holidays the only
holldays on which they can go to the
bazar and purchase some cloth, but if
this measure is passed, the Finance
Minister will be sitting there with his
rod of excise increase, every time the
poor man goes to the bazar. This is
not a good policy, and certalnly not a
wise policy. So, from the point of
view of the natlon, and also from the
point of view of the party in power
which is to face a huge electorate at
the next elections, I would say that
this measure should be withdrawn.
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Skri V. B. Gandhi (Bombay City—
North): I rise to support this Bill in
its limited objective of mopping up the
excessive profits of the middlemen in
the textile trade.

The issues that we have before us
today are large isues, and very impor-
tant issues. But even large issues can
be considered in a simple way, and I
am going to try to do that presently.
Now, what i the situation facing us?
The situation is that here we have
rising prices of cloth. Here we have
middlemen making excessive profits.

Shri K. C. Sodhia (Sagar): Are not
the industrialists doing it?

Shri V. B. Gandhi: Now, both these
are undesirable developments, this
development of rising prices of cloth as
well as this opportunity for middlemen
to make -undeserved profits, and sdme-
thing must be done., To meet this
situation, what have Government done?
The Government have come forward
with this Bill. This Bill is called the
Central Excises and Salt (Amendment)
Bill, 1956. This Bill hag a limited
objective, In the Statement of Objects
and Reasons, it is clearly stated that
the objective is just to mop up these
exews profits. Nowhere 1is mention
made of the larger issue of control of
prices. However. in his speech the
Finance Minister has allowed himself
the hope .that perhaps through these
increased excise duties, he would be
able to have some influence over the
rise in prices. I might as well say
here, so far as my personal opinion is
concerned, that in this case he is being
u little too optimistic, and it may be
that his “hope may prove some kind of
a wishful thinking, however well-
consldered the Bill may be In its
objective.

Now, the House has rightly given
much more of itg time to a considera-
tion of measures, for checking the rise
in prires even than for mopping up
the profits. We know that this rise in
the pirce of cloth is caused by two
factors. Ome Is that people have so
much more money......

Shri B. S. Murihy: Who said}
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Sbri V. B. Gandm: I say that. He
may not. People have so much more
muney to spend on cloth. The other is
that, situated as we are, committed
as we are to certain policies of plan-
ning, we are not in a position immedia-
tely to increase production. Therefore,
for some time we have to bear through.
this period which may appear as ihe
pertod of helplessness, and yet it is
a price we have to pay for our being
committed to a planned economy.

Now, what can Government do? Gov-
ernment, of course, can come forward
with some kind of measures to regu-
j)ate the quantity of money in the
hands of the people. Government, of
course, can come torward and change
their present policy of restrictive pro-
duction of mill cioth But these are
1ssues which certainly we do not
expect to find a place in a Bill of this
kind, which purports to be a Bill for
Central excises and salt amendment.
Now, the Governmeni certainly are
not prevented from corming before this
House with another Bill, frankly and
fully dealing with this larger issue of
checking the rise In prices of cloth.
There are all kinds of measures which
are open to the Government to take for
checking thls rise in prices. I think
one hon. Member referred to encour-
agement of public savings. Then other
measures are there, a measure like
imposition of physical controls, a
measure like rationing and price con-
trol, a measure like imposition of
excess profits tax ete. These are
all there in the armoury of the
Government and in due time, Gov-
ernment are sure to make such use
of these as they can and come before
this House with their recommendations:
on these points. These are policy
matters. Government have not yet
disclosed them. But I would say that
Government cannot get away from this
responsibility to cgme before this
House at an early 'date and declare
their policy on fHese larger issues, in
which the se has so manifestly
e greater interest than in this
limited objective of just mopping up
the profits of Mmjddlemen.
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Even in this limited objective, how
fay are Government going tc succeed?
To my way of thinking, the Govern-
ment will have or will achieve its
©objective only partially. What Is
actually going ip happen is that even
‘with this very ingenious expedient or
flexible rates—with power in the hands
of the Government to make the rates
flexible—the increased duties will con-
tinue tp chase prices and dealers and
middlemen will always take the chan-
ces, because they will be the first to
take the step of increasing the prices,
and Government can only follow with
increased duties; and in between, the
«dealers will reap their unholy or un-
«deserved profits. So that is one short-
coming in this policy.

. Then there can be more than one
opinion on the question whether these

- duties will be passed on to the consu-

tmer. I belong to the view that a sub-
stantial portion of these duties will in
due course be passed on to the con-
sumier. But because of that, 1 do not
think there is good reason why we
should not try, we should not have
this measure and we should not take
some steps immediately.

And flnally the hope which the
‘Government entertain of influencing
-prices ultimately depends on the un-
predictable behaviour of the consu-
‘mer, ] mean the hope that prices will
-ultimately rise only up to a point and
no further, where consumer resis-
tance will come in,
we are on very firm ground so far as
that is concerned.

Thgrefore, as I said, there is no
reason why we should not try. The
situation calls for immediate measures
and this is one of the effective
‘measures that we can have at hand.
and therefore, I support this measure
for what it is worth,

The Minister of Home Affairs and
Heavy Industries (Pandit G. B.
Pant): I have to apologise to the
House for intervening in this debate.
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The apology is two-fold: firstly be-
cause, ordinarily, I would not intrude
upon a field which does not ordinari-
ly come within my normal purview,
and secondly because I was not here
when hon. Members delivered their
speeches, and I am really not fully
acquainted with what has been said.
But there are certain salient features
which have already been mentioned,
to which I would, even at the risk of
repetition, venture to invite the at-
tention of hon. Members.

The present position with regard to
cloth is, I think, almost unmistakably
obvious. There has been consider-
able increase in production in recent
months. In fact, during the month
of July last, we were able to produge
the largest quantity that we had per-
haps ever done in recent years. In
spite of the fact that production has
been increasing the stocks have been

dwindling progressively. The mills
had less in their stocks than they
usually had formerly. They have

now normally no more than a fort-
night's production with- them. Other-
wise, they used to have at least a
month’s production in stock.

The per capita consumption of
cloth has also happily increased. It
has gone up to 16'8 yds. per head
So far as the increase in per capita
consumption goes, it is a matter for
satisfaction. We all are interested
in raising the standard of life of the
people and it is desirable that they
should consume more of cloth and
use other goods than they had been
doing in the past. So far, what I
have said is, I think, undisputable.

Now comes the gquestion as to how
we are going to face the . problems.
The demand has outstripped the sup-
ply. Our capacity of further expan-
siorr is limited. We cannot imme-
diately produce more cloth. It is not
possible to use any trick for adding
to the cloth immudiately and forth-
with. The Industries and Commerce
Minister, who is now the Finance-
Minister, has taken a series of mea-
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gures in order to increase the output
of cloth in the country. But it must
necessarily take some time. You
cannot get out of the hat the moment
you shout for it. So you have to
allow that process to bear the maxi-
mum fruit of which it is capable.

The question that the House has to
address itself to is this: that if the
demand has outstripped the supply
and if the cloth trade is making in-
iguitous, unreasonable and excessive
profits, then, what should be done to
meet the situation. We have also to
remember two other aspects. One,
‘because of the rise in the price of
cloth in the country, the manufac-
turer is not interested in sending cloth
abroad; but, it is essential that cloth
should be exported so that we may
be able to earn foreign exchange.
QOur Plan cannot work unless we have
the minimum foreign exchange neces-
sary for purchasing and importing
the essential machines and plants
which we need for the implementa-
tion of our schemes. Then. we all want
to encourage the production of cloth
by handlooms, and also to provide
employment for the largest number.
So, if the price of cloth goes a little
higher, these incidental advantages
are bound to accrue. We can hope
that there will be a greater stimulus
for exporting cloth to foreign coun-
tries and thus we might be able to
have more in the form of foreign ex-
change than we would otherwise get.

Again, a larger number may -be
employed in plying the handlooms
as the difference between the price of
<loth turned out by the handloom and
that coming out of the machine will
be greater than it is today. So, even
‘if there was a slight increase in the
price of cloth, then, that would not
altogether lead to untoward results
all round. I do not say that it will
not have some effect on ¢onsumption;
it will discourage consumption where
<onsumption is not needed. So, it
‘will have these advantages too. If the
demand has out-stripped the supply,
we have to find some sort of expe-
dient to meet this difficult situation.
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We might, perhaps, introduce the
system of controls; but, after the ex-
perience that we had of controls, I
think, nobody would like the revival
of that system. It led to a certain
amount of demoralisation in our eco-
nomic life and it also created a num-
ber of other problems such as those
of blackmarketing which have been
causing headache even to this day.
So, if we could possibly avoid that,
we must do so.

Then, again, controls have not ordi-
narily encouraged production. They
have resulted in the shrinkage of
production. So, controls, as a long-
range policy should not be welcomed
in increasing production. If possible,
we have to avoid that. Even if those
engaged in the cloth business are
making unreasonable profits and the
consumer is made to pay more than
he ought to have been asked to, we
have to find some wa¥y out.

Now, it has been suggested that we
could have imposed excess profits
tax. That is another thing that could
have been thought of. But the point
Is this. The increase today is not in
the price at which cloth is sold by
the mill-owner but even more in the
price that is charged by the dealer,
wholesaler or retailer. If you charge
excess profits tax on the mill-owner,
you do not mop up the excessive pro-
fits that the wholesaler or retailer is

- making. He is today charging a

heavy price and, to that extent, im-
posing a burden on the consumer
which would continue even if you
were to charge excess profits duty on
the manufacturer. You cannot charge
excess profits duty on the wholesaler
or the retajler. That is not the part
of the scheme. So, you have to
tackle the man who is making such
prefits and, for that, you have to im-
po%e a duty.

This duty has been imposed in
such a way that we expect that at
least a major part of it will be re-
covered out of the excess profits that
these people are making, so that the
burden on the consumer, if at all,
must be very much less than the duty
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that we are imposing.- We say that
we can find some fool-proof formula
which will save the consumer com-
pletely. But one cannot say whether
such a formula can be put forward
with confidence. Even as it is, there
is no doubt that the facts being as
they are the consumer will not have
to pay even the bulk of this levy. It
is expected that it will come out of
the excess profits.

4 pM.

Shri 8. S. More: How, and where
is the guarantee?

Pandit G, B. Pant: There is no
guarantee except the guarantee that
the laws of economics work.

Some Hon. Members: No, no. (In-
terruption).

Pandit G. B. Pant: If they do not
work, then merely by saying that they
will not, we cannot overturn the
chariot at all. It is after all on ex-
pectation, and considering the circum-
stances, we expect that there is a
limit. What is the position today?
I would put one simple question, and
it is this. Does the trader or the
manufacturer refrain from charging
the highest price that he wishes to
out of consideration for you or for
me?

Shri 8. 8. More: No.

Pandit G. B. Pant: When he is
charging the highest price that he
can, if he has to charge a higher
price, he thinks that he will not be
able to sell as much as he is selling
today. You have admitted that he is
charging the highest price. If he is
-charging the highest price, then he
would not like to go to such an ex-
tent as to lose his customer. He Has
to keep within certain limits. That
is the law of economics. What those
limits should exactly be it is difficult
to say. After all at some stage......

Bhri 8. S. More: When the demand
is inelastic, what is the position?
(Interruption).
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Pandit G. B, Pani: At some stage
or other, the law of diminishing re-
turn sets in. You cannot go on rais-
ing prices. May I humbly submit
that no manufacturer or trader ordi-
narily charges less than what he can
manage to do? If he is charging
what he can, then obviously he can-
not charge too much more, and if he
does,. then the consumption will go
down; then the supply will outstrip-
the demand; then prices will fall and
the entire process will work the other
way. If what the hon. Member says
is correct, that he is charging less
than what he can, then if he charges
more, that leads to a reduction in
demand, and to that extent the de-
mand outstrips the supply, then the
price begins to fall; if the price begins
to fall, then the whole process be-
comes more and more wholesome.
Thus, we have to reach the point
where the supply outstrips the de-
mand, and the demand falls short of
supply. That you can do only by
adopting means like this. This is not,
I may say, a measure for earning
money; that is not the purpose. Of
course, if money comes, it will be used
for the good of the people. We have
a Plan, an ambitious Plan, for which
we have to raise, I think, about
Rs. 1,000 crores in the course of four
or five years. If we are to carry out
the schemes as they have been out-
lined, money will have to be raised
in various ways. There will have to
be an integrated scheme of taxation.
But here we are in the midst of the
year and we are not putting forward
a new scheme. Even this proposal
would not have come but for the fact
that there has been unexpected rise
in the price of cloth and there has
been an unexpected increase in the
consumption of cloth. It is because of
these difficulties that the conundrum.
should precede us, that we had to
approach Parliament for the sanction.
of this proposal.

As I stated a little while ago, the
consumption per capita has gone up
to 16+8. Till last year the consumer
was satisfied with, 1 think, 15°9 or
something like that. But in the last
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few months it has risen by about one
yard per head. If the price goes up
a little, then he may have to cut down
his own quota from 16°9 to 16'6 or to
16:7. If he could manage with 15'9
last year, and if the circumstances
combine together to induce him to re-
duce it from 16:9 to 16:7 ultimately
he will gain, because the production
will increase, supplies will become
sufficient to meet the demands, and
then the price level will come down.
That is for which we have to work.
Are we or are we not to work to-
wards that end? That is the main
objective of the levy. If the price
goes on increasing, and that % bound
to be, if no attempt is made to curb
the demand today and to enlarge the
supplies for the future, what will
happen? That is the objective .and
that is the purpose behind this mea-
sure.

So far as sarees and dhotis of the
coarse type are concerned, there is no
increase whatever.

Shri S. S. More: Why not?
Pandit G. B. Pant: There is hone.

Shri V. G. Deshpande: That is me-
dium, not coarse.

Pandit G. B. Pant: There is none.
‘We have throughout maintained this
level of excise so far as sarees and
dhotis are concerned. Even last time
we did not make an increase.

Shrimati Renu Chakravarity: Only
for coarse.

Shri Kamath: For medium?

Pandit G. B. Pant; For the medium,
it might be one anna, because for the
medium we find there has been a
very high increase in the price. For
the medium quality, if you look at
the figures, you will find that the rise
in prices has been much more th_an
for the coarse varieties. As the rise
in the price has been much more than
for the coarse varieties, evidently
medium must pay a higher rate than
coarse would be required to do. In
the circumstances, that explains the
position.
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Then we have given a warning to
those' engaged in the trade that if
they raise the price because of this
levy, then they must be prepared for
a higher tax, they must be prepared
perhaps for "other ways which will
enable the Government to mop up
every pie of what will go to them by
way of any cess or levy on prices
which may not be justified by the
circumstances of equity and econo-
my. That is a warning for the future
which has been given in unequivoeal
terms.

1 know that occasions like these do
not often conduce to a sort of hallelu-
jahs and songs. Proposals like these
are not ordinarily welcomed. It is
not in the nature of legislators to
welcome proposals of this character,
but I hope thky will at least have a
little patience to see how these pro-
posals work (Interruptions). If they
do not respond to the appeal to have
a little patience, then I am afraid
their attitude of rfind is not quite
rational.

Shrimati Renu Chakravartty: Of
the whole House.

Shri Kamath: Your side as well.

Pandit G. B. Pant: If that be so, if
my colleagues on this side are speak-
ing in the same tune as you are doing,
then I may be wrong. That is all
that I can say. But even though I
may be wrong, I have to place before
you the facts and to invite your at-
tention to the compilation of the
series of events that have happened
and the results that must follow from
them. That is, I think, of greater
importance than what they say or
what I say. So I would appeal to you
to look at it as a measure of a dis-
inflationary character. It is not a
financial or fiscal measure, it is a
measure designed to combat inflation,
After all, whatever money goes to
Gtvernment it does, to that extent,
stop, hamper and serve as an antidote
to inflation, in whatever form it might
come. So, to that extent, it is ob-
vipusly a disinflationary measure.
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Then, further, by bringing the sup-
ply nearer the demand it again puts
an end to the process of inflation.
The whole purpose is tb bring about
a - balance, an equilibrium between
supply and demand, -and till that
stage is reached we have to . adopt
some expedient or other in order to
see that men do not profiteer at the
cost of the consumer, and if the con-
sumer is to pay anything it goes back
to him through the State and that is
not pocketed by others to his detri-
ment.

Mr. Deputy-Speaker; Panciitl Thakur
Das Bhargava.

Shri Ramachandra Reddi (Nellore):
Can we have the benefit of the re-
marks of the hon. Prime Minister
who I think, is mostly responsible for
bringing forward this measure though
the introduction of the Bill was done
by the Finance Minister?

Mr. Depnty-Speakér: Now we have
to be content with the remarks of the
hon. Minister who is in charge of the
Bill.

Shri N. R. Muniswamy (Wandi-
wash): The hon. Prime Minister is
ready to say something. Let us have
the benefit of what he wants to say
on this Bill.

Shri Kamath: A little later; say
half an hour later.
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I F FAAE gaq § aeder T
gFiY a7 7% ag Afifagz (srqwa) @t
FT qFAT % A A qoF F 1 FA
aTRE ¢ A fEEd g Aww
F AT arfi #1 T, AT 9T TF
T ATIHT FT 39 FT 097 7@ faarf,
TEMT A7 IF 98 7 GATY a1 T THT
T APM 1

oo A NF "R w0 TIEW
g1 agr gERwrew fafrex (wam
#4r) witgw, gm0 fafeex (A
#3r) amEw A s fafrer (faa-
wAY) AR Tl aadE @ § | W
B T a1 Ue A1 qrEy o ARy
9 IH &9 FT T 9AEd | WY 9K
HIEATT TWET WIT farEr F qrHG
e § 1 T TmEw AR faer &
W 9T ¥ 99 FT aveT FF TR
srafadl & are A Y 78 7 aadd
fiF 37 ¥ IIT TaTAz F TAT EFW W
femr 1 g2 mreEt  aifEardz &
AT Agl § 97 o GET IHT < #
wgftaa &1 |9War &, s 44 ar
agt ausm R A 3 gw S @A

| qE 9T R g Fwer qe

9T AF T § | AT A1 Tw Ay
AT TEITITFARAG S
3T AT AAAGE F7AT 4T G F
aat g fF g ;AR nEEEe #;
FATYATEET F qRaTg T8 FAT A
FIM+ T & f7F «m w3
w1 gar aftm A d@fFT W
¥ o gTAR R e
At g Qo F AR g W i
LI SE T I O
gig o @fod | fow st o Ay
AT XA RN A ATS T &
frd sarwa ad o

wgt aw Wifean HIER Forg (weaw
St 91T A2 w9F) FrEAw §, AW
TR § A I g AT wrE fafr-



5441 Central Excises

[éfeq arge @ i)
w (e ) wrge & fadda (@t
foFrdY) aoe & 91 9T 5w w19 |
9T FFET qFT W A Y I9 9 AR A
T fF ag i #9 w5 & A afed
wifF I9 F1 T TG 9L TG E
a g T AT 9 99 #t F9 far
o7 fF g 7 Wy 4 fr fee e
2T (FOF) 97 AP WRAY 9% W
T 1 T F GET T B F TR
g 9% faar g & fF o9 53 AR
Y AT @A el F g
& et F W 3 A & 99 9w
TF GIET IHL WA FIHGTE TG M
T T I TN F AT A
& wrgie (99) 1 @A &, faaar
T IE A 2, T g, AFA I
@ ow g Igwr AT F@
g # o Fem f e o dww F
qATAT 1Y Ffezded F TTAT FT A0
N FA FEO AR &, 7 T e §
fs ag ®9 g1, Ta9 wa & | §
F § HR Fheded § gE T
1 AT OF T A1 WY FlewdeH
N 4T T gE NEE A Fwm W
T § S GEQ T AT HIG A
3 &, A IU T A9 H& Jo R |
o WY Og IR v § 5 dwar

1T WA F aTe ST A qrfet By

aT HY A1 WA 9§ T W 59 Sww
# ger &, @Y 9% 5@ F ww F 9
|/ I AR GO, AT W OF
o ot oar T s faw ¥ aar
=1 far seTT G WYt 414 T s A
2 o &Y w1y ¥ N 1 FW AT

S AT a8 O 2 e fad 9

fedit & fordt oA @g aehg fereT
g Mg A awm o 5 @
o & &, A G we F ) T
s & s g % oF Tm e
of & =it & T g W,

3 SEPTEMBER 1956 and Salt (Amendment) 5442
Bill

1 e 9 FT FH G HC THAl,
wiifs 39 ot oed ot et & oA
& Y T T F FriE TG wA D
W Ao sem T & w0
Y OF o SHAeE L a9 f am
TED AR daT F A W W I
F G FET | graifs & e g .
THT #4 & @7 W17 F7 W4T § AGY @
& ot &, AT @ gfi ¥ A=Y
HTEHTE I (ATEE 7w S dfede
(wraaTd ) oY o G i § fm g d
i7 (wg= wgRAT) w0 A 0
goTed w19 Sare, e WY 9
@Wﬂﬁmﬁﬂ% qg TET

Mr. Deputy-Speaker: I must bring
to the notice of the hon, Members
that I have been making appeal fre-
quently to keep silent, but they have
not been heeded. I solicit the co-
operation of the Members in main-
taining silence. Let us hear the hon.
Member who is speaking.

qfeq sET W WM . gEd
i # ag Wt H< W@ 97 fF 7w &
W femmm (w=i) & s o 9T
g, YT T F 39 T wg A
fs seEe (Aremar) & a9 ¥ 97
i @ @ § 4% 99 @AW & Ay
@ &, o9 qHEd ge IEd G gardr
T8 fEF 7 § 99 a8 FHAE &
i §T wE Av w9 W@, e
S T T # A9E | dew
S e, dY 9% 9 WA A W |

# s faguw & ©F W9 @@
3® & qrg AT AR § | 9wEr
gak waE ag fam a1 fam@ & W=
ge ot fow ar 1 W Y fe
w1 form gaT 1 T e g e forr
TR WITHT  WOHE FE@T LT §, W
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OrA  GF TaTHE HiHE A8l & | &
HMEM FIFT 7 FaT 47 fF T =y
gaaT Ry § & e @t
Ol wEE A AE OF G g A
f& woelt SeEw (g9) o
graT g | wfEa & s g e raede
Fr arhr afet () W oan &
% T} 1 RARTATFTE 1T
aCh A7 dg ESH 1 T AT AR
& WX gEQ oY% ag fedisew §1 qg™r
ST 1 A AT i OF e
Ffaas &1 @ W0 # oF Sfaw
9 AT FY AT AT THY FBT I Fhar
| uF aw g e 0§ feeew
TGFT 9T & W AW FT FI97 S
M § W @0 a ag s fF
w% 9 a7 ¥ feuW 48 omAM
#g Wt gk fod duerRw § faw et
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T wA fafmec aee ™ T
M FE

Mr. Deputy-Speaker: Before I call
upon the next hon. Member, I should
like to say this. Initially, there were
only two hours fixed for this Bill.
Then, there was an option, at the
discretion of the Speaker, to increase
it by one hour. A demand was made
that the whole day be spent on this
Bill. That was the maximum that the
hon, Members asked for or demand-
ed. So, at least we should stick to
that maximum that the hon. Mem-
bers had asked for, and we must try
to finish the discussion by 6 O'clock
today. That shall have to be done.
Shrimati Ammu Swaminadhan.

Shrimati Ammu  Swaminadhan:
I thank you for giving me an
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opportunity to say a few words
on this Bill. To say that when
this Bill, when it was publish-
ed in the newspapers a couple of
days ago, gave many of us a shock,
is to put it very mildly indeed. After
hearing the very pleasant news of the
new Finance Minister taking over
charge, the first Bill that he brings to
this House is this Bill which, I know,
will bring great hardship to the mid-
dle-class people of this country. [
have listened with great interest and
attention to the statements made by
the hon. Finance Minister as weli as
the hon. Home Minister. I am no
economist nor do I know much about
statistics, but I do know the country;
I know the people of the country and
I do know what a great amount of
anxiety prevails among the people.
Just before the three very important
festivals of this country—Dusserah,
Deepavali and Pongal, which is the
most important festival in the south—
when in every household, poor, rich
or middle-class, they have to buy
clothes not only for themselves and
their children, but for everyone de-
pending on them, to bring this Bill
whieh is going to impose more taxes
on cloth seems to be a very unwise
step. I am surprised that the Fm-
ance Minister, with all his experience
of the country and his great know-
ledge and extreme wisdom, should
have thought it proper to bring this
Bill just now before the House. In
spite of all that has been said that
this is going to mop up a certain
amourit of excess profits that.the m-
dustrialists are making, I am sorry I
am not convinced. 1 am going to
plead more for the middle-class
people, the Government servants in
the lower income group and the
“white-collared people” like doctors,
nurses and lawyers. Their income is
not much; they are the people who
are going to suffer more today, be-
cause the rich people can always buy
cloth at whatever price they may be
sold and the very poor people as a
rule do not use as much cloth as the
middle-class people. The middle-
class people have to dress decently;
they have to send their children to
schools neatly dressed and therefurs,
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they have to buy more cloth than the
poor people.

Prices of foodstuffs and edible oils
have gone up. In fact, the prices of
all the consumer goods which are
necessary for all of us to live have
gone up and now the price of cloth
is going to shoot up like anything It
is very nice to hear the Finance
Minister say that this particular Bill
would not- raise the prices of cioth
and that prices would go up in any
case. That is not the excuse to give
a oush to the upward trend of the
prices of cloth. It is another matter
if the industrialists want to rise the
prices of clpth. But even there Gov-
ernment should have some machirery
to control and check the rising prices.
How can we go to the country and
say to the people, “from tomorrow
you have to pay extra price for the
cloth you are wearing, because Gov-
ernment needs money”. The Prime
Minister is always telling wus, and
very rightly too, that we must en-
thuse the people of this country to
co-operate in the implementation of
the second Five Year Plan and co-
operate with the Government in
making this country a Welfare State.
If the Government feel that it is
absolutely necessary to have more
money, would it not be right for the
Government to wuse their own
machinery and do propaganda among
the people of this country saying,
“we want to make this country a
‘Welfare State; we want people to
have a better standard of living” and
then say, “please give us a little more
money by way of tax or buy less
cloth”, if there is shortage of cloth?
Tell them to buy less cloth, -till more
cloth is produced in the country. I
feel that among peoples all over the
world, our people in India are more
reasonable than anybody else. 1 am
surc if the Government comes out
with such a scheme saying that people
should not buy so much cloth and
they should be prepared to pay to-
wards the implementation of the
second Five Year Plan, either by
direct taxation or in any other way,
I am sure our people will do that.
But, I feel -this would be really
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victimising the people. You will be
antagorusing the people of the coun-
try. Certainly, that is not what our
Government want to do. When we
are at the beginning of the second
Five ¥Year Plan, we want the en-
thusiastic and willing support of
everybody and the co-operation of
the people of this country. The Plan
is going to be discussed in a few
days' time in this House.

It is said that coarse cloth is mnot
taxed. People who know statistics
have told us that coarse cloth is not
produced so much. It is the medium
cloth that is mostly produced and that
is the cloth which people buy more,
except, of course, the people who
wear khadi. But, how many people
wear khadi and handloom cloth?
Leaving dhotis and sarees , a large
majority of the people use mill-made
cloth for shirts and other clothings.
It is not because the people of this
country have more money that they
have been buying more cloth. One
of the reasons is increase in popula-
tion every year. Also, today people
feel that they need more cloth than
they did a few years ago. I can
speak for South India—the part of the
country I know very well, especially
Malabar. Those very people who
used less cloth formerly now feel
that they need more cloth and they
purchase a larger quantity of cloth, in
spite of so many difficulties.

All the Members who have spoken
today seem to feel that this is not the
right kind of tax to be brought just
now and I do beg of the Finance
Minister to withdraw the Bill entire-
ly or at least the tax on medium
cloth. I would like to tell him that
in South India, when we are taking
up something new, we always do
something for what is known as
“Drishti Parihar” or “Nagaer Luqai“.
1 hope that this will be “Drishti
Pariha?” for him and his term of
office will meet with great success.
We all wish him great success in the
new portfolio which he has taken up.
I am sure he will remember that
democracy functions through the
majority of ‘the people and the
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majority of the Members in this
House feel that this Bill should not
be passed now.

Shri S. V. Ramaswamy: It is some-
what surprising that Member after
Member has spoken against this Bill.
I am afraid there is some misunder-
standing about the scope of this Bill.
Hon. Members, I am afraid, have not
given attention to para 4 of the State-
ment of Objects and Reasons where it

_is said: )

“It is not intended, however,
immediately to enforce these
rates to the full extent. Some in-
creases are being made now and
it is the intention that a constant
watch be kept on the movement
of prices and to the extent that
excessive profits are made in re-
lation to the fair ex-mill price as
worked out on the basis of the
formula of the Tariff Commission,
an increasing percentage of such
profits may be taken away as
excise duty.”

That is all that is intended now.
Whether the Government will imme-
diately enforce the excise duty to the
full extent is the matter for consi-
deration. I am afraid, that is not _the
intention. If they are going to im-
pose it straightway......

Dr. Rama Rao (Kakinada): They
have already imposed it.

Shri §. V. Ramaswamy: But not to
the full extent. They have only
taken the powers to impose it to the
fullest extent. If they impose it to
the fullest extent, I can understand
the objection that the prices will go
up. But this is only a measure to
give the powers to the Central Gov-
ernment to regulate and control the
situation.

Shri B. 8. Murthy: How?

Shri S. V. Ramaswamy: By vary-
ing the duty. The duties proposed
in the Bill are four annas for coarse
and medium cloth and six annasg for
fine and superfine cloth. It is not in-
tended, however, to immediately en-
foree it to the fullest extent. It is
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only to watch the price fluctuations
and to regulate the duty accordingly.
That is what the Bill intends to do.
It is stated that full powers are there
but they will be exercised only when
the situation demands.

A point has been raised by my hon.
friend, Mr. Morarka, that the whole
of this duty will be passed on to the
consumer. If that is so, the very
purpose of the Bill will be defeated.
There is no gainsaying the fact that
if the contention of Mr. Morarka is
correct, it is a challenge......

Shri Morarka: What  is the past
experignce?

Mr. Deputy-Speaker: The House is
meant for hearing everybody's views.
There may be honest difference of
opinion. We should give him this op-
portunity to speak his mind.

‘Shri 8. V. Ramaswamy: 1f that is
s0, it is a challenge to the Finance
Minister and it is for him to explain
how this duty will not be transmitted
entirely to the consumer.

It is somewhat unfortunate that the
Finance Minister, while explaining
the Bill, did not tell us at what point
there was excess profit. Is it at the pro-.
ducer stage or is it at the wholesale
stage or the retail stage? Further,
he did not explain fully at what
stage this duty will operate for mop-
ping up of profits. Now, unless the
object of mopping up of profits is
achieved, I am afraid, the object will
be defeated as the prices will g0 up.
Further, the hon. Minister did not ex-
plain fully the mechanism by which
this excess profit is shought to be
mopped up. As I find it, the profit '
seems to be at the wholesale stage
and this can be mopped up only if
the excess duty is imposed on the
manufacturer so that the goods may
be sold to the wholesaler plus the
excise duty. The question is whether
he will transmit it again to the re-
tailer and the retailer will transmit
it to the consumer. What exactly ie
the mechanism by which the price
will be controlled is a matter im
which the Minister will have to
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‘bestow his attention and see that the
object is achieved.

The question has been repeatedly
put from the opposite side as well as

this side why this industry has been’

singled out, that is, the textile indus-
try alone has been singled out. There
is no gainsaying the fact that in no
other industry is there so much profit
as in the textile industry. The pro-
fits are so great that I am wondering
whether the new Finance Minister
will not think of nationalising the
textile industry. There is so much
profit in it that it is worth considera-
tion. But as the figures in the tabu-
lated form clearly indicate, there is
enormous profit. The table given at
page 2 will disclose this. Fer coarse
cloth, for an increase under the
cotton of ‘75 per cent. there is an in-
crease of 7 per cent. in the price of
the cloth. Again, in the case .of
medium cloth, for a 4 per cent. in-
crease in the case of cotton, there is
an increase of 18 per cent. in the price
of tloth. With regard to fine cloth,
for an increase of 3'5 per cent. in the
price of cotton, there again is an in-
crease in the price of cloth to the ex-
tent of 18 per cent. With regard to
super-fine, though the price of cotton
has increased only by 6.5 per cent.,
the price of cloth has risen by 23 per

cent. Clearly, a case has been made -

out that there is excess profit in this
trade.

Now the question is which is the
best method for mopping up of pro-
fits. The methods may differ. Mem-
bers from the opposite side and this
side have suggested that EP.T. may
be revived and other methods should
be introduced by which the profits
could be mopped up. But immediate-
ly and urgently when the prices are
soaring high and when it is indicated
clearly that the industry is making
* enormous profits and they are going
to reap harvest during those three
festivals which are coming up, I think
there is no time for the Government
to bring forth EP.T. This is an emer=~
gency measure by which we are mop-
ping up the profits which are cledrly
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indicated by the tabular statement.

My hon. friend, Mr. Bansal, question-

ed whether these figures are correct

If the hon. Members are going to
question this, in the absence of
better figures, we must accept what
the Government has given as correct
figures. It those figures are true,
there is no doubt that a case has been -
made out that the textile mill indus-
try is making enormous profits.

*1 welcome this measure from an-
other angle also. This is decidedly in
favour of the handloom industry. So,
I welcome this measure on behalf of
the handloom industry because owing
to the difference in price levels there
will be a fillip given to the handloom
industry. It has been suggested that
the difference is so great that the
subsidy given to the handloom indus-
try may as well be removed I
would, on the other hand, suggest
that out of the profits that you get of
Rs. 17.5 crores, the subsidy to the
handloom industry may be further
enhanced so that the handloom will
be on stronger foundation because,
after all, if the mill cloth iz going to
be dear, it requires only little effort
for the people to change their habits
and go in for the handloom cloth and
support the millions of people who

.are living by this cottage industry.

Now if, as the Finance Minister ex-
pects, the handloom industry is to
thrive I hope every handloom weaver
will get 300 days work in the year.
The Kanungoe Committee said that
they are getting only 200 days' work
in the year. My contention is that
it is on the high side. They are only
getting 150 days’ work every year.
With this difference in price level,
I hope enough work will be given to
the handloom weavers so that they
will have full employment.

But I fear there is one snag about
it and that is the shortage of yarn
supply. If the hon. Finance Minister
could guarantee full supply of yarn,
I have no doubt whatsoever, that the
handloom industry will .be able to
supply all the demands in this coun-
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try for cloth and this is the best oppor-
tunity for them to produce and satis-
fy the needs of this country. I hope
the handloom industry will take full
advantage of this.

Incidentally, I hope the Finance
Minister will put aside for the time
being the claim for powerlooms which
was adumbrated by him as Minister
tor Commerce and Industry. I hope
he will keep it in abeyance and, in
the meantime, help the handloom in-
dustry by seeing that the pit looms
and the throw shuttle looms are com-
pletely eliminated and the fly shuttle
looms are introduced in the handloom
industry so that the production may
be more than doubled. I have no
doubt whatsoever that this measure
is of great help to the much neglect-
ed handloom industry and I fully
welcome this measure because it will
give a fillip to the handloom indus-
try and I hope the Finance Minister
will concentrate upon all measures,
including the utilisation of the addi-
tional income that will be derived out
of the excise duty, for helping the
handloom industry to satisfy the¥
needs and tests of the multifarious
people from different parts of the
country and thus stabilise the hand-
loom industry and put it on a strong
foundation.

Shfimati Renn Chakravartty: The
first shot of Shri T. T. Krishnama-
chari, as a Finance Minister I am
afraid, we will have to term as the
first shot at the back of the people.
I cannot but use these harsh terms
bechuse, on the very first day, when
he innocuously introduced this mea-
sure before half a dozen people in
this House, the reaction immediately
of even a person like me who does
not know very much ' of the intri-
cacies of economics was that this mea-
sure was not going to be utilised for
mopping up profits. Normally, in
everyday life, what is it that we have
seen? Every excise duty on every
essential commodity has led to an in-
crease in prices. The Home Minister
who is a master at using subtleties of

. That is,
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expression and turn the table against
his opponents, I am afraid, has made
a bad case worse. Apparently, in
economics, when demand oversteps
production, we must raise the prices:
that is exactly what he said, boils down
to. But, he forgot one essential thing.
an essential commeodity
like rice, like oil, like cloth, this
theory is absolutely fallacious. What
is it that we have seen in my State
of West Bengal? Price of rice rose
to Rs. 40. But did people stop buying
it? They had to buy it, because it
was a question of life and death. We
have heard during the course of this
debate more than once that after all,
there is a lot of money circulating in
the country and people seem to have
become rich according to the figures
of per capita national wealth and to
mop that up, we are going to impose
this excise duty. But, what is it
that we see? Every day during the
last fortnight, I have received heart
rending letters from middle class
people from my State saying, Puja
is coming we cannot buy clothes for our
children. We cannot send our sons to
school because they have no shirts
on their backs—I am not talking of
working classes; I am talking of mid-
dle class people. There are so many
clerks in Calcutta who during a whole
year, they run their - establishment
and their economy only one two shirts
and 4 dhotis. It is something that
you can't imagine. You can't cut it
down beyond that. This is a margi-
nal level of nakedness. How can you
cut it down further? That is why I.
say it is a fallacy. We do not know
the consumption levels in the various
sectors of our society. We do not
know what is the per capita con-
sumption of the peasant, of the
labourer, of the middle classes, of the
lower division clerk and the upper
division clerk. Let us know that. On
the basis of those figures, I would be
prepared to enter into a discussion
When a general overall statement is
made that money is circulating in
the country, everybody is going to
buy more cloth and therefore, we
must reduce the consumption, I am
not prepared to accept such a plea
because the facts of life disprove that
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Our party was the first to ask, if
you have deficit financing, the prices
will go up, and so, what is your price
policy? Today, the Home Minister
said, we know what happened when
there was control. Certainly, we
know what happened under control.
Is that the type of control that we
have been demanding? Is the Gov-
ernment not capable of seeing. that
there are no more blackmarketers?
Can they not check them and see that
the people are given the essentials of
life at a level of prices in which the
people can buy them? At least the
essentials of life should be guaran-
teed. If we do not guarantee that,
we have no right to plan develop-
ment and do propaganda about the
Five Year Plans. Sacrifice, everyone
is prepared to make. For the people
who are on the verge of starvation,
whose level of living is the level of
nakedness, you mmust increase the
production, production which would
put an extra shirt on their back and
which will give an additional morsel
of food. If that is not so, if you bring
forward this Bjll we are, not going
to accept it. Even if you can put it
through by the votes that you can
commandeer, the people will fight
inch by inch because it is a question
of life and death for them.

You talk of the Second Plan. Is
this what is going to happen: as we
go forward, more and more essen-
tials of life are to be taxed? Are the
resources for the Plan going to be

" found more and more from the ordi-
nary man, from his food, from his
cloth? If that is so, this is a serious
foreboding. When we asked that the
profits should be mopped up, there
should be a ceiling on dividends, what
is it that we have heard from that
side? Incentives are needed for pri-
vate capital. It was said, unless we
give them such incentives, we shall
‘be distributing poverty. When we
talked of putting a ceiling on income,
the Prime Minister of all people got
up and opposed it. At that time, we
were told that we are going to dis-
tribute poverty. When they bring
forward a Bill to increase the excise
duty on the poor man's cloth, medium
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cloth, do they expect that we are go-
ing to support such a measure? Even
if it should go down in the history to
our shame that we have passed this
measure, the other people will not
support that. ’

I wish to bring forward a few facts.
But, before that, I should like to
make one point, at this stage. The
figures that have been given to us are
availability of cloth per capita in
yards. I do not know how much is
the consumption. We do not know
the consumption figures for the vari-
ous sectors of our society. When 1
tried to look into the figures I found
that it was 15.75 yards in 1939. Fur-
ther down, I found that in January
to July 1956, the per capita figure is
16:8 yards. If that is the availability,
and if we are told that in July 1956,
we have achieved record production.
I should like to know how it is, that,
the stocks have declined? This is the
question that I put to the Finance
Minister.

[Mr. SpEARER in the Chair]
4-58 p.m.

s Then, I want to place before the
House certain facts. For instance,
during the Budget, we put a duty on
mustard oil. What did we see? The
price went up from Rs. 1-8-0 to
Rs. 1-12-0, Rs. 2-4-0, now it is
Rs. 2-10-0, Rs. 2-12-0. What happened?
Fair price shops were opened in my
State after great agitation. But,
never did they function. Now,
the Government has come forward
to say, we fail to keep these
shops open because you will not allow
us the mustard seeds to come and all
that has gone into black market. If
that is what is going to happen, if
the Government are unable to check
profiteers and black-marketers and if
you are going to put up the prices,
the people who are on the marginal
level of starvation in food and cloth-
ing, will be squeezed out of their
ability to buy them. That is why I
will plead again that if you are really
serious about these Plans, Plans which
will not only enthuse the people~but
which will give certain very essen-
tials to the people, like food and
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clothing, you have to change this
fiscal policy. We would say this even
in regard to the manner this parti-
cular fiscal policy has been worked
out in its details. Coarse cloth has
not been taxed. It sounds good.
But already my hon. friend Shri
Bansal has poiited out that a large
portion of the demand of this coarse
cloth is in the form of tapestry, sheets
and very little is used in form of
dhoties, sarees, etc. Take the case of
medium cloth. At least, you have to
exempt medium cloth if you cannot
exempt anything else. That is what
70 per cent. of our people use.
There is no question of some people
here saying, please do not introduce
this excise for the time of the Puja
or Pongal or some other festival
Are we going ‘to hoodwink the people
in this way and then introduce this
duty later on? It is a- matter of
principle that today, on the eve of the
Second Plan, we should clearly tell
the people that development plans do
not mean that all the resources are
only to be squeezed out of the poorest
of the poor, but that those at the top
will have to pay. They will have to
sacrifice. We too shall sacrifice on
luxury goods, but on essential goods
not a pie more should be payable by
the people. That is the cry of the
people. Even if you pass this Bill,
we shall fight it tooth and nail, right
upto the last ditch. This is my last
word.

5 .M. 1

Shri Matthen (Tiruvellah): I agree
with the previous speakers that the
major part of this excise duty will
be passed on to the consumer. This
is really an evil and it calls for a
lot of pity from us, and I have a lot
of pity for all including myself
because I have to pay much more for
textiles, but even though it is an
evil, it is a necessary evil. It is a

y evil b as the hon.
former Commerce and Industry
Minister has told us—and I have great
faith in his foresight and judgement—
the supply of textiles is very much
below the demand and the demand
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is_ going ahead of supply, and it is
quite possible, though not probable,
that the price of cloth will go higher
in the black market. As my friend
Shrimati Renu Chakravartty just now
pointed out, the price of mustard eil
has gone up because it has all gone
to the black market. If things go at
this rate, all the available cloth will
go into the black market and we will
have to pay much more than we will
have to pay by way of exdise duty.
The main object of this excise duty,
as the hon, Minister hag said, very
clearly is not to raise money for
Government, but to create consumer
resistance, because the only way of
stopping or restraining thig tendency
ot great démand for cloth is for the
people to show a certain amount of
resistance when they find that the
prices go up.

Our economy has been developing.
It is no more a stagnant economy,
and when it has been developing
naturally people have got more
money; though it is bad enough, I
admit, still they would naturally like
some more cloth, some better cloth.
That developing economy was nut
properly taken note of by the former
Commerce and Industry Minister. In
fact, I want an explanation from the
former Commerce and Industry
Minister as to why he did not take
notice of this developing economy and
did not provide for it. I can excuse
him if he has not provided for steel
or cement, but I cannot excuse him,
with the equipment we have got, for
not providing Yor an expanding econo-
my for textiles. We have got mlills
with plenty of scope and potential.
Why did he not permit more looms?
That is an explanation which I
demand of the present Finance Minis-
ter., 1! we had adequate supplies,
this Bill would never have cume up
and' there would have been no neces-
sity for it .

Even mow this excise duty 1s oniy
a temporary rellef. It Is not golng
to solve the problem. I am afrald
with all the consumer resistance,
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textiles will go into the black market.
The basic solution is supply, a larger
supply of textiles as our economy 1s
expanding. You are thinking of hand-
loom, Amber charkha, Khadi and all
the rest of it. With due respect to
all of them, it ls impossible to resist
the natural instinct of people for fine
textiles, better textiles, cheaper tex-
tiles, by means of excise duties like
this except for a short time. So, my
submision is it would not solve it
basically. The basic solution is more
production. That I think is most
essential, but without creating consu-
mer reslstance, which is expected will
be done by this Bill, there is going
to be very bad black market business.
I do not know whether even Members

of Parliament will get dhotis sarees,

but it will be very difficult for others
to get. It will be worse than con-
trols. The only thing we can do today
is to pass this Bill and create con-
sumer resistance as much as possible.
Otherwise, the consequence will be
worse. The shortness of supply will
make it a complete black market busi-
ness, and the poor people for whom
we are all pleading will have to pay
more than otherwise by paying this
excise duty.

The most important thing, as I said
before, is to expand production because
our economy is still developing, If
we  succeed in implementing the
Second Five Year Plan, and I believe
we will, the demand will be much
more. So, I would earnestly request
the Government to make provision
for expansion of textile production.

dfem 9o ATe AT (TEAT) :
ddwfms o g9 effew
(smer) g AR W § wede o
WENRE T A9 (Fron aar
el # faawor) A W ger g 0w
& il 5@ @@ i & e
e F Fer s qafr g fafwees
Wige wgd W A T 9T &
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Shri T. T. Krishnamachari: It does
make one sad that almost ag my first
effort, I. should bring forward a
measure which should have evoked a
certain amount of sentimental opposi-
tion, and put me in the wrong along
with many of my colleagues In the
House. The point really is, as the
last speaker emphasised, that the point
of view presented to the House by
Government has not been fully appre-
ciated, nor have any alternatives been
suggested in order to meet the situa-
tlon.

1 would not like to repeat what my
hon. colleague the Home Minister has
sald. I think it is worfhwhile reading
out again to the House what my hon.
friend Shri 5. V., Ramaswamy referred
%0, namely, para 4 of the Statement of
Objects and Reasons. It says:

“It is not Iintended, however,
immediately to enforce these rates
to the full extent,......

—that is to say, these rates of 4 annas
and 6 annas,

“....Some Increases are being
made now and it 1s the intention
that a constant watch be kept on
the movement of prices and to
the extent that excesslve profits
are made in relation to the fair
ex-mill price as worked out on
the basis of the formula of the
Tariff Commission, and increasing
percentage of such profits may be
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taken away as exclze duty. Cer-
respondingly, if prices Indicate a
downward trend, necessary adjust-
ments will be made in the excise
duty.”

That meets the point made by my
hon. friend Pandit Thakur Das Bhar-
gava. If the trend is downwarq, we
will make the change that 15 necessary
downwards. So, the whole concept of
the Bill is that this 1s something which
should go up and go down according
to the movement of the prices, and
not essentlally intended as a taxation
measure. I think that, that at any
rate, ought to convince siich of those
as are willing to be convinced of the
bona fides of Government in this
particular matter, namely that if we
want a taxation measure, naturally,
we have to tell the House that it is
going to be a taxation measure, but
we intend this to be a measure which
would, to sume extent, deal with the
situation which has been created by a
rise in demand, and the production
not meeting the increased demand.

Most of the hon. Members who have
spoken have stressed this point, namely
that the common man will be affected,
that prices will rise, that this will adad
to the rising price, and that this is
going to add to the cost of living and
so0 on. _

But T would like to deal first with
the speech of my hon. friend Shr
Asoka Mehta. In fact, the confusion
that, he said, existed In elther in his
mind or mine still exists in regard to
another matter. I think his speech
was in support of Government gene-
rally, while, at the same time, he
could not give his support to this
specific measure,

My hon, friend had laid down cer-
tain propositions, which, from the
point of view of pure economlics, cer-
tainly, are unexceptionable. But
before going into the points that he
ralsed, I would like to deal with the
question which has now become
almost—Iit is not a hardy annual, but
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it sems to be—a hardy .aonthly these
days, namely thic question of leakage.
I can assure the hon. Member that we
considered this matter only a few
hours before actually the Bill was
made public. And even the intelligent
anticipation has not’ envisaged the
possibility of our imposing an excise
duty with a ceiling, and that it would
be on the basis of an adjustable equi-
librium, moving up and down with the
prices. To that extent, I think we
have cheated those people who have
been trying to surmise what move
Government will take next,

If ' my hon, friend would perhaps
throw back his mind to what has been
appearing in the papers over the last
six months, he will find that this is
one of the suggestions which have
been made periodically in the press,
namely, that there will be an increase
in the excise duty, because they feel
thai whenever Government want
money, one of the commodities they
will tax would Be cloth. So, it is only
a matter of intelligent anticipation,

I can also tell the hon. Member that
so far as the stocks with the whole-
salers and retallers generally are con-
cerned—] cannot say I have had a
very correct and precise evaluation—
we could not have chosen a better
moment for imposing an excise duty,
‘because the stocks were almost at
their lowest, and they had run down
to a considerable extent. They were
being replenished, and they would be
replenished this month. That is one
of the reasons why we chose this time
being the time when the stocks will
be low.

To come to the maln points of my
hon. triend Shri Asoka Mehta's
ypeech, I would like te say that on
this question of exclse duty and mop-
ping up of the surplus profit or res-
training consumption, the answer is—
azs he 1s an economist, he knows that
economic sclence never gives ug Very
precise answers. It only indicates
trenda—that it is expected to do both.
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That it mops up profit to the extent 1t
could. To the extént that the prices
rise as a result of it and, therefore,
contributes to attract the law of
diminishing returns, it must Testrain
¢onsumption. But it is quite con-
ceivable that. the demand would be
such that this might be a flea-bite and
the prices might increase further.
There is no point in anybody asking
me to glve an assurance that such
and such things will not happen,
because I am not having a laboratory
test. I am experimenting in a world
of 377 million, in a very large country,
and also with frontiers which are
practically non-existent. It might be
quite possible that some of the shor-
tages that occur in the frontier area
is due to cloth or something else
moving across the frontier. So there
is an element of impreciseness in all
estimates, because we do not know
the exact depth to which we will
reach, the exact nature of the demand
not only within our country but also
in the adjoining areas.’

So all I would like to aver now is in
regard to what are expected to be the
trends in the future.

A point was n:md;hl do not think
my hon, friend made it; he is far too
much an economist to make that—that
any increase in excise dquty is increas-
ed inflation. I thought that all taxa.
tion was disinflationary. Of course,
if hon, Members say that it is regres-
sive, because it taxes a commodity,
the consumption of which is inelastie,
there may be something about it. I
am not here pleading that the tax is
not regressive, though I do not quite
concede the point that in a country
with a very high marginal rate of con-
sumption propensity, cloth concump-
tion is inelastic. Cloth consumption
is, to some extent, elastic. I know of
the time when cloth prices were high
when I had myself put off purchasing
cloth. You put it off for a period of
five or six months; do not purchase
it. If there is a tear in your shirt
or something like that, you try te
stitch it. I have done it myself.
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So the inelasticity of consumption -

does not come with cloth in a country
of this kind. There all again may be
economic truisms, but nonetheless,
eveny one of these ideas has some
application, in the context of the events
that we are now facing. Therefore,
the remedy that we have suggested
now is undoubtedly an extremely
short-term remedy. My hon. friend,
Shri Matthen, is quite correct when
‘he taxed me with dereliction of duty,
that is, I have not provided enough
flexibility in my installed capacity in
regard to the textile industry to meet
a situation of this nature.

I do not think my hon. friend, Shri
Bhagwat Jha Azad, was quite correct
because he is one of those persons who
found fault with me for the first time.

Shrimati Tarkeshwhri Sinbha: I
know,

Shri T. T. Krishnamachari: He used
to be a very good friend of mine—and
he is still a friend of mine—but he
found fault with me because I said
that cloth consumption would be
much higher,

Shri Bhagwat Jha Azad: Found
fault with because you are for the
first time as Finance Minister.

Shri T. T. Krishnamachari: The
paipt really is that he will melow in
time, as I have mellowed.

Shrimati Tarkeshwarl Sinha: It is
not your fault.

Shri T. F. Krishnamachari: The
point is that it is true I do foresee
that cloth comsumption will rise
rapldly. I have no doubt in my mind
about that, I will come to the point
raised by Shri Asoka Mehta in that
regard later. To some extent, my
friend, Shri Bhagwat Jha Azad, did
not give me the impression that he is
a.student of economics. He sald: ‘all
right. Increase the installed capacity.
But sgal it. . Do not allow it to func-
tion, so that we will use it some time
or other. Givg licences for spindles
wot to new mills which will want to
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function, but to the existing mills, so
that you keep your reserve capacity,
and use it when you want more pro-
duction. This would have been the
right thing’ Here we are in this
plight and I have to defend myself
But we are both culpable of not per-
severing in regard to a matter where
we knew the conseguences.

I will safely advise my colleague
who is now in charge of the textile
industry, that we should have in our
hands certain reserve capacity which
could be used for occasions. I still
hold with my hon. friend, Shri S. V.
Ramaswamy, that the incidental
advantage that our negligence has
given to the handloom industry must
be preserved and sustained. But that
should only be an incidental advan-
wage and we should always be pre-
pared for an emergency of this nature.
We have been caught badly. I will
try to do my very best in conjunction
with my colleague, the Minister of
Commerce and Consumer Industries.

" But it will take time. I am suggest-

ing, therefore, that it is admittedly a
short-term remedy. But I do hope
that it will only be a short-term
remedy. Nobody will have greater
pleasure than myself if, say, when I
review this matter every month—as
I propose to review prices every
month—I find that the prices have
gone down and I can reduce the duty
by a quarter or half anna; though it
will certainly mean that the budge-
tary gap will become bigger, I shall
certainly keep my promise.

I might come to you for some other
thing, but I shall not use this for
ad hoc revenue purposes. If prices
do not go up, and I still want meney,
I will come and tell you that I want
straightway taxation on an article of
consumption, not for the purpose of
mopping up profits or curtalling com-
sumption.

To come back again to Shri Asoka
Mehta, he made a number of general
propositions in regard to our poligy.



5367 Central Excises

But I hope that there may be an
opportunity for me to deal with some
aspects of the points that he raised
when we discussed the Plan. At the
same time, if I now say to him what
I propose to do /this year—levy an
X tax or a Y tax or a Z tax and so
on—I] think the budget will have leak-
ed out now. But I do agree that all
taxes must be compensatory and the
supreme purpose that we have before
us, namely, the Plan, must somehow
be fulfilled.

I can give ohe assurance. Some-
body says: “You are a friend of the
capitalist’. Somebody says: ‘You are
a friehd of the handlooin weaver'.
8o tar ms the Finance Minister is con-
cérned, he has to be a friend of no-
body. Of course, as a matter of fact,
as years progress, he will have no
friend, neéither in the capitallst sector
noér in any bther sector. That is
inevitable. But it is not a question
of our viewing it from this or that
purpose. It really is a question of
the Plan and if I can possibly get
some money from any source which is
1éft, it doés not madtter where we get
it frorh,

Therefore, I do not propose how to
deal with this subject further, because
this lg hardly the ocrasion when I can
elaborate on taxation @hd econdttic
policy—and it will be improper
because 1 have not ever applied my
mind {o this, though one might have
vague ideas, Nor do I propoge to
réspond to the request made by my
véry good friénd, Shri Bansal, to
develop an economic philosophy. May
be my hon. friend, Shri H. N. Muker-
jee thinks that this socialism of ours,
of what we sa¥, is just an eye-wash
May be that he Is right that we should
better have democratic centralism,
and there will be rothing like it at
all. If I feeir that prices should be
rajsed for the purpose of inhibiting
comsumption, I will raise prices,
because Government will have control,
It may be a monolithic structure,
Government will have got =all the
power., We will raide prices If we
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want; we will lower priceg if we want.
Yes, democratie centralism has a great
appeal to the people who have the
Bismarckian tradition in their mind.
But I do pot very much know about
Bismarck. For one thing, I have not
got the erudition of my hon. friend.
But it is a very poor pun, an intel-
ctual pun, to just take the casual
etmark of a' newspaper and call me
‘Iron Chancellor’. I am afraid I am
not even a wooden chancellor. I am
a chancellor composed of cells which
are decaying; I hope those célls will
sustain me as long as I am asked to
funiction as Finance Minister, But it is
a very poor pun. We are not Bismarcks
here. May be my hon. friend does not
believe in our bona fides. I have no
hope of convérting him. If I could,
I shall be please# but I realise it is
impossible. .

Therefore, wé shall atill be fFiends.
while I know that I cannot convert
him because he won't be converted.
The door for reason is barred so far
as mind is concerned. It is only the
dogma inside his mihd that has' cléséd
the door for reason.

Shri 8: S; More: Do not ‘be so “pés-
simistie.

Sliri T. T. Krishnattachari: I can-
not be quite so optimishc as my friend
Shri Mere. I am dptimistic because
1 think my frlend ia coming over tu
our side. He speédks of electioh and
the reason why we should hot raise
taxes at the time of election. I shll
weit for that combination but I am

Skirl 8. §. Mofe: On a polut of
pérsonal explanation.......

Mr. Speaker: Order, order.

Stirl 8. 8. More: On a point of arder
Sir.

Mr. Speaker: No point of ordes
The hon. Member Will hear me firsi
Is it the hon. Membér's point that he
alone has- the right to interrupt ana
the Minister has no right fo repiy?
It is réully fhe Kom. Member whc
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started this and the Minister says
something and he wants to say some-
thing by way of personal explanation.
Are we to go on like thi till 6.00
or 6307 I cannot allow these long
interruptions and their replies. Why
did the hon. Member start this game?
When he has started it why should
he be impatient of a retort?

Shri S. 8. More: Is it only by war
of retort or is it by way of some
personal fact......

Mr. Speaker: Let him say all these
things and explain it outside.

Shri 8. 8. More: Kindly permit me
on this occasion to offer some expla-
nation. It is not so easy a matter
as........s v

Mr. Speaker: Why should he inter-
rupt the Minister and create all this?

Shri §. S. More: I interrupted him
on &conomic policy; but he is retort-
ing me on a personal matter,

Mr. Speaker: What is the point of
order? Let me know it.

8hri 8. 8. More: My submission is
that the political future of any one
individual cannot be a matter which
can be discussed.
that I am going over to his dide as
a sort of inference from his views or
is he giving it out as a statement of
fact? That is my submission.

Mr. Speaker: I am not concernsd
with that. The hon. Minister ‘s

entitled to say from the speech of

eny hon. Member that he infers that
that hon. Member 15 going over to his
side,

Shri 8. S. More: Some Ministers are
coming over to this side; some Mem-
bers may go that side. (Interrup:-
tions).

Shri A, M. Thomas (Eranakulaw).
Protesting too much.

Shri T. T. Erishnamacharl: I think
my hon. friend Shri More has becn

Is he giving out
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successful—in making
thread. )

.me lose mv

We now come back to the speech of
my hon, friend Shri Asoka Mehta. As
I have said just now, I would ore-
fer to deal with this question of the
general policy in regard to whelher*
we should restrict consumption.

One of my statements has been
taken out of its context and read by my
friend Shri Bansal as indicating that I
have said that we should allow eon-
sumption goods to be developed and
made available for people. In fact, I
have said so very often because I feel
very strongly that we cannot ask
people of the lower income groups in
this country who do not have even the
necessities to tighten their belts. I have
always said this and I suppose this
will be a common ground between
me and my -friend Shrimati Renu
Chakravartty that austerity is a luxury
which only rich can indulge In. But,
at the same time, there are certain
factors of consumption which we will
have to check and postpone consump-
tion to a time when we will be able to
afford it.

Of course, the point that he raized
sbout channelling excess consumptinn
into investments is something which
is vital for the Plan though it woula
be rather difficult to say that I res-
trict a particular type of consumption
and immediately invest in present
reserves. But, I am not going to deal
with that aspect of it mow. I parti-
cularly agree with him that there are
many many commodities where we
have to restrict consumption. T would
also agree with most of my hon.
friends that if we can possibly have a
restriction imposed on the cunsump
tion of cloth I will do it.

Pandit Thakur Das Bhargava: Dc
vou propose to tax the labourer who
is getting Rs. 104 yearly on average
according to your estimates? Do ¥ou
want to tex him for cloth?
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Shri T. T. Krishnamacharl: I am
not taxing. The whole-trouble abuut
it is this. My approach to this pro-
blem is not taxation. Taxation is not
the main purpose of this measure. If
it is the main purpose, I will plead
guilty. I would like to avoid taxation
on cloth but I cannot avoid it.

What alternatives have hon, Mem-
bers suggested to me? Excess profits
tax. But when the demand and supply
do not equal, excess profits tax can-
not take away the profit at a parti-
cular source. Perhaps it may or may
not raise a profit. Here is a ques-
tion of shortage and the shortage will
inevitably raise the price. I say, yes.
It prices are being raised some porti.n
of it is being taken away.

An. Hon, Member: Increase pr~-luc-
tion,

Shri T. T. Krishnamachari: I agrce
with hon. Members. I would like tn
do everything possible to increuse
production. The only trouble is that
we have in the past, for some otiier
reason, thought that we should seal
the creation of capacity. We have
sealed production—we have gealed the
creation of capacity. We felt that it
is not right that capacity must be in
our hands whether it is utilised or
not. May be now the hon. Members are
giving a place of primacy to produc-
tion. I will take that as a manate
and we will see that capacity is in-
creased so that that capacity ran be
made to produce more goods. There-
fore, while, on the acedemic plan=s, I
would sav I would like to agree with
my friend Shri Asoka Mehta heciuse
whatever he has saiy is corre~t ani
that leads to a very large extent the
diffuslon of means we have, Bu* in
the case of thig marticular commodiry.
it is not a question of restriction of
consumption. At the present moment
we have nothing  else to do. There
is no getting away from facts. In-
ecrease consumption: yes, we will try;
ft will take 12 months.

My hon, friend, Shrimati Tarkesh-
warli Sinha is one of those rer:ons
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Bi
who have been _specialising ‘n the

" textile industry, and she has nlways

been against our policy. She has a
right to condemn me but I dn not
think my hon, friend Shri Bhagwat
Jha Azad has got the right. T will
accept condemnation at her hands
because she has told me that what I
do is wrong and that it will lead to
trouble,

Shri Mohanlal Saksena (Lucknow
Distt. cum Bara Banki Distt.): I
should like to put a question to the
hon. Minister.

Shri T. T. Krishnamachari: Yes,

Shri Mohanlal Saksena: I want to
be assured that the stocks would puss
to the consumers and that they would
not be kept with the middlemen as it
happened in the case of the su=ar
mills. It may be a plan for the mill-
owners to get sanction for having
fresh licences. Can the hon. Minister
assure me that the whole stock would
pass to the consumers and not to the
middlemen who are only the relations
and agents of the mill-owners?

Shri T. T. Krishnamachari: The
point that my hon. friend makes is
slightly different. It means some ccn-
trol of distribution. I am coming to
that particular puint a litte later. 1f
actually we do increase the installed
capacity.......

-

Shri Mohanla]l Saksena: I only want
this assurance. Can you say that all
the stocks would pass to the consumers
and not to the middlemen as it has
been the case in the sugar industry?
All these profits go to the middle-

Mr. Speaker: Order, order. The
hon. Member himself was also a
Minister. If he go€s on interruptine
like this what can the Minister  do?
He has put a gquestion; let him wait
for the ,answer,

Shri T, T. Krishnamachark: It does

. not matter; I like the interruption of

my hon. friend. But the point realiy
is that we are not in a position to.-
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add to supplies. We have to regulate
the movement of goods from the mill
end to the wholesaler and the retaflet
and ultimatély to the consumer. I am
coming to that point preésently.

As I said, we propose to learn from
this lesson. We shall make san
attempt to increase the capacity so
that we can use that capacity. But
Shri Ramaswamy need not be afraid
that it means that that capacity is
golng to be used to the detriment of
the handlcom—as the powerloom will
not be used to the detrimeént of the
handloom,

I come next to the question of wnat -

we could do to relieve the position of
the public, We have more or less
now committed ourselves to the posi-
tion that we cannot have controls and
rationing. The only other alternative
is rationing of commodity. My hou.
friend, Shri Tripathi said that sarees,
dhotis and long-cloth should be made
available. Unlesg it be that I can
increase the production of sarees,
dhotis and long-cloth, I cannot do
what he wants. If I have an increas-
ed production, I can say, this must
be sold at a particular price; we have
control only for that. That means the
question does not cover up every other
piece of textile article. We have not
got the production. The -alternative
is to have controls and ratloning. We
should try to educate the public,

We come back to the position that I
took up thie morning that we must
tell the people not to pay higher pri-
ces and buy, that Is, to postpone cnn-
sumption. I propose to ask friends
here that we should try to educate
the ptiblic and tell them what are the
reasonable prices at particular areas
and the public should get to know
about it. By an act of voluntary dental,
they will not buy to the extent thaf
they would normally do, and it wil
help. Then <the prices will come
down, iHere will be slump in the
market and sutothatically the prides
will come down,

3 SEPTEMBER 1956 and Salt (Amendment) 5474

Bill

Shri 8. S, More; May 1 know
whether the Govefnritent are propos-
ing to open their own shops where
articles can be had at falr prices?

Shti T. T. Ktishnamachari: Thére
is no use starting any fair price snops
at a time where there is scarcity. 1f
1 am golng to start a fair price shop
and, say, give 5 or 10 yards per head,
the retail dealer will come and buy
it and very scon the fair price shcp
will be exhausted. I have got the
experfence in regard to Hancdloom
Emporium where we have been selling
at a particular price and giving a
rebate. A falr price shop iz not the

" gaswer. The only weapon that we

bave now in our hands is to educate
the public not to pay highér prices.
T7hether we will be able to do it or
rot is a thing which hon. Members
can judge. But it might have a limit-
ed wvalidity, and I am quite prepared
tc. take those steps.

The other hon. Members will cer-
talnly like that I should reply to them.
Shri Bansal, who is a very compe-
terit ciitic of Government, has thd
time not been quite so caréful. He
has taken the figures fthat I bave

_given and thought of them in téfmm

ot peércentages. They are not percemt-
ages at all. The figiires given in para-
graph 1 of the Statement of Oblects
and Reasons are not percéntages but
they rélate to the cost per I1b. of
cloth, the cost per 1b. of cotton mix,
that is the cotton that goes into the
produetion of cloth. Therefore, the
margins he has worked out and the
percentages he has shown &re not
quite correct. But his point was that
the mill-owner 48 not meaking the
profit. The mill-owner may not be
making the profit as much as I sav
he 15; maybe there are iricreased costs
of production. But there -are one or
two facts In his statemient which are
not correct, because I think the price
of coal wae raised on the 26tH June,
and I have given the pricé only up-
to June. The increased price of coal
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will not come into the operative cost
here. There are one or two other
matters which would not certainly
justify the increase in manufacturing
cost to the sama level. On the other
hand, Shri Tripathi has been com-
plaining that wages have not increas-
ed. I will leave this matter to Shri
Morarka and Shri Bansal on the one
slde and Shri Tripathi on the otner.

Shri Bansal: Will you please check
up whether coal prices have not in-
creased by 25 per cent. during last
year?

Shri T T. Krishnamachari: Coal
prices have been fixed at a particular
level; we relate the Increase oo coa
prices consequent on the recommenda-
tions of the Tribunal, and the new
prices took effect on the 26th June,
I would like to stand corrected, but
T think that was the deadline, becauss
a month after the recommendations
were made, whether the Government
issued an order or not, they ultimate-
Iy will come into operation The
Government issued an order accept-
ing the recommendations of the Tribu-
nal but making certain variations
according to particular areas. It mav
be that the cost of transport of coal
might have gone Into it. In eny
event, I see no justification for such
an increase whatever may be the in-
crease in the cost of production. I
can understand an increase of lour
anpas or eight aonas but not an in-
crease of that nature.

Shri Morarka is a knowledgeable
critic though he does not attempt to
be quite as competent as my friend,
Shri Bansal. He was angry and he
misunderstood the point regarding
retail prices. The point is that
between the actual retail price and
the fair retail price is the lowest
margin, The fair retail price iz on
the basis of the price fixation that we
have by working in the past when we
had controls—what is allowed for the
retailer, what is allowed {for the
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wholesaler, what is allowed for trans-
port, intermediate sales-tax and so on
and how we make a fair retail prige.
Actually, the retail prices are much
higher. That is the margin that
represents the unfair profits that had
been made by all sectors. I am not
blaming the mill sector in this parti-
cular matter. If it is only the mill
sector that is the offender, I will pro-
bably be able to catch it up.

Shri Asoka Mehta, I think, has
sent a note to my hon. colleague, the
Home Minister, as to why the Finance
Minister should not tell the House
that he prefers an excise duty to. a
levy on looms. Levy on looms Is »
very uncertain factor. You levy sc
much on looms. The looms ma¥ or
may not work. I would be a bettex
and more efficlent weapon to collect
excise duty om the production as
against the looms.

To other points, Dr. Krishnaswami
undoubtedly wanted a reply from me,
but I am afraid much of what he raid
went above my head,  either it is
because he did not understand my
pomnt of view and my figures
or I was not able to under-
stand him. It Iz a case where igno-
rance ig bliss, and I leave it at that.

I must greatly sympathise with the
plea put forward by my hon. friends
belonging to. the other sex in regard
to increase in the price of sarees. If
anything can be done, we would cer-
tainly like to do it. But at the same
time, hon. Members muyst reslise taat
if the handloom industry is agking for
a complete ban on mill production of
sarees—I am sure quite a number -of
hon, Members are there on this. side
also who feel that that should be
done—you cannot have it both ways.

I think this djscussion, in which
hop. Members have volced an oppost-
tion to. this Bill, has done one good
thing—I am pot speaking about hou.
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Members opposite—it has opened our
eyes to the realities of the situation.
1 have, as I stated on the last occasion
when I spoke in this House, to say
that we all suffer from a certain
‘amount of ambevalence in this matter.
In the first instance we would like
to help Ambar Charkhas because it
produces money for the rural worker
and the part-time worker. I have no
complaint against it. The conse-
quence of it .is that I must make the
handloom weaver take the Ambar
Charkha yarn and also make the
Ambar Charkha pay slightly more
than the mill yarn. Then we go to
the handloom weaver. We want the
handloom weaver to prosper. That
means we put a check on mill pro-
duction. But you want to make mill
yarn available to the handloom
weaver, for which he cannot zive
good prices. That means we must
have more mill capacity and produc-
tion (Interruptions). These stages
have got to be reconciled somewhere.

I think this discussion has done a
lot of good in probably making us
mentally prepared for a reconciliation
of the various factors. My proposition
to them will be this: let us have the
mill capacity, but let us control the
capacity. We will realise the capacity
or seal it ag we want. Let us have
the handloom yarn and the handloom
production, but at the same time if
we find that we havé to give some
additional support Tor the weaver to
use the Ambar Charkha yarn, let us
have a slight load on the mill yamn.
Ultimately the load will go on to the
consumer. You cannot have load
distributed to the various sectors of
the industry, and then say that the
consumer will have to pay the price.

That is a good thing that has coma2
out of this discusslon on this Bill
With that note I would like to close.
I would lke to glve an assurance tu
hon. Members that so far as the bona
fides of the Government in this matter
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are concerned, we feel that this is the
only weapon left at the moment whicia
we can use, The weapon will be
used discreetly. It will not be used
to the detriment of the common man.
It the common is going to pay, iei -
him pay to us and not the middlemen.
At least sume portion of it, let him
pay to us. I cennot quite say what
,the percentages will be. An hon.
Member read from the Times of
India. I have got an extract here
from the Bharat Jyoti which say that
50 per cent. will be absorbed by Lne
mills, Our experience in April also
indicated that half will be absorbed
by mills, and the other half, of course,
later on when the prices rise. But we
must keep a watch, and if we find i
going up we will come back and tell
them that they cannot do it,

1 would only submit to hon. Mem-
bers who expressed grave doubts
about the feasibility of this weapon,
and also expressed doubts about ihe
ultimate effect of it on the economy
and on the Plan, that we shall watch
it very carefully and if we find that
their fears materialise, apart from the
fact that certain consequences follow
from a shortage of supply and increase
in demand. the Government will cer-
tainly be resilient in this matter and
will take all the necessary steps 1n
ease the burden.

Shri B. 8. Murthy: I want to know
whether this excise duty will be levied
on the cloth exported.

Shri T. T. Krishnamachari: No; Sir;
no tax is ever levied on exports.

Mr. Speaker: The question is:

“That the Bill further to
amend the Central Excises and
Salt Act, 1944, be taken Into con-
sideration.”

The Lok Sabha divided: Ayes 200:
Noes 27.





