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ShrI '.waharlal Nebra: The whole 
object of this is to live the Hcnue 
fuller opportunities of discussion, not 
restrict them. The maUer appears 
here as there being a restriction; It II 
just in order to give the House much 
fuller opportunities of discuaslon. Thet 
can only come if there is no guillotine 
of the type on the 31st March. If there 
i. that guillotine period, we have to 
push some out. Therefore, to give a 
full month, this device was adopted, 
that an ad hoc one month's vote on 
account should be palsed. 

The whole question is going to be 
discussed as fully as possible later. As 
for that, you have been pleased to 
say that more particulars should be 
given. I am perfectly agreeable. In 
fact, particulars are given, Maybe 
they have not been circulated. But 
the broad thing is, one month'l vote 
on account. The rest are things 
which are not normally voted upon, 
the debt, etc, But I have got here 
the fullest particulars which I take It 
have been distributed to the Members. 

Shrl Neashlr Bharaoba (Ellst Khan-
desh): We have not to pay Rs. 522 
crores in one month. Why have you 
put that down? 

Sbrl 'aw&harlal Nehra: I do not 
know what the hon. Member lays. 

Mr. Speaker: The point is wbether 
he had thll note with him. 

Sbrl Naashlr Bharac .... : Thet point 
Is clear. We have read the note end 
we have di"",ted It. But, Rs. 522 
crores for debt ~yment is not go-
Ing to tlke place within one month. 
Why has that been put down? 

Sbrl 'awaharlal Nehra: I cannot 
argue this matter at this stage when 
you are going to vote. But I do sub-
mit, Sir, that once the convention hal 
been there, It is one thin, for bon. 

~J 
j. 

Members to say, and it is for you, Sir, 
to point out that fuller particulars 
have to be given. I am entirely to be 
guided by your advice in this matter. 
But, if we have a convention, a con-
vention followed year after year, I do 
submit that it is a serious matter to 
challenge a convention. and every-
tion. After all, the whole matter will 
becomes a little dilllcult to work, as 
I hope we should work, in this House. 

Mr. Speaker: I entirely a,ree. Only 
80 far as Rs. 522 crores are concerned, 
these matters should have been raised 
by way of questions and answered by 
explanations. Thet is all. There is no 
intention to ,0 back on the conven-
tion. After all, the whole matter will 
be thrashed out. 

Sbrl Braj Raj SlDrh: In view of 
what has been said, we do not preas 
this. 

Mr. Speaker: The question Is: 

''That the Bill be passed". 

The molicm was adopted 

GENERAL BUDGET~ENERAL 
DISCUSSION 

Mr. Speaker: The House will now 
lake up the ,eneral discussion of the 
General Budget. 

For the beneftt of hon. Members, I 
would like to draw their attention to 
rule 207 (1 ) re,arding the scope of 
discussion on the bud,et as distin-
guished from the discussion on the 
Finance Bill. The rule lays down that 
durin, leneral discussion on the bud-
let, the House will be at liberty to 
discuss the budlet as a whole or any 
question of principle involved therein. 
The scope of discussion at this stale 
is thus conftned to the leneral exami-
nation of the bud,et, i.e., lhe proper 
distribution of the items of expendi-
ture accordin, to the Importsnce of a 
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particular subject or aervice, the 
policy of taxation 88 it is expressed 
in the budget and in the speech ot 
the hOn. Finance Minister. 

Members may, therefore, make ob-
servations in regard to the general 
scheme and the structure of the bulli-
et. The general scheme of the budg-
et will include considerations ot 
revenue, surplus or deficit, revenue 
and expenditure account and the over-
all surplus or deficit. So far as the 
revenue account is concerned. Mem-
bers may tnke into account the method 
of estimation, whether the revenue is 
over-estimated or under-estimated, 
whether the expenditure is pitched too 
high, etc. 

As regards general grievances, these 
may be deterred for ventilation at the 
time of considering the Finance Bill. 
That will also be the proper occasion 
for going into details of taxation and 
matters reJated thereto. Similarly 
details ot expenditure may be discus-
sed when demands tor grants come 
up before the House. 

Under rule 207(3), I f\x that ftf-
teen minutes will be the time-lImit 
ordinarily for every hon. Member. 
excepting the Finance Minister tor 
whom one hour or more will be allow-
ed. it necessary. tor reply. 

So far as the leaders ot particular 
groups are concerned. if they want 
some more time. they will be allowed 
by the Chair time up to a maximum 
of 30 minutes. 

Shrl S. A. DaDp (Bombay City-
Central): Mr. Speaker. Sir. the open-
ing paragraph of the speech ot the 
Prime Minister. who is also in charge 
of the finance portfolio. says that he 
i. very unhappy in regard to those 
events wh:ch landed him in the Fin-
ance Ministry. So far as we are con-
cerned, we thought that the matter Is 
quite happy. that the change was tor 
the better, when the Prime Minister 
took over the finance porttolio. But 
then he says that he is not only un-
happy but he is unlit for the job. 
Tbere are rumours that we are going 

to have another (·hODgt'. I hope 
til<" change does not prove unhappy 
for the people. Let a happy eilnnge 
comc' about it YOLI m U!'it have a changE". 

With Ulat perspertivC' ut'forc us, let 
me now turn to th~ other contents of 
lhe speech. It is alreudy comml'ntl'd 
upon that ther" is nothing much to 
di:sruiis in the ~p(·t'ch. It is tht, llid 
story; no new sensntional taxation; 
nolhing sensn tional in the budget to 
discuss. In fact. the Financ~ Mints-
ter him~cll put it as n p(~dcstrain 
budgd. or course there is n joke 
around that it is a budgd which hits 
the pl'dc~lrian mort', Bllt it has 
nothing new. Thl' hi1:-;, if 1h('Y are 
tht~r('. a.rc ju~t inh(~rit('d from the last 
year. Therefore. I will point alit in 
brief what continues a. from -the old. 
For example, the same old features 
of last year continue in the pre.ent 
budget. We thought there might be 
some relief tor people who de:wrve 
the rc1it'f, but there is none. 

For instanco. I shall list seven 
points as being Inherited from th~ 

old with one or two new Items. Take 
taxes; they remain as before. Expen-
penRe_they do not remain as befor~. 
They jump trom Rs. 719 erores to 
RI. 798 erares. This jump Is not due 
to any deameos aUowance payment 
being made to Government servants, 
which i. just about, I am told, RB. I 
crore. So. the jump from RI. 719 
crores to Rs. 798 erores cannot be 
ascribed to the demands of the poor 
Government employees. 

Then. coming to price.. they are 
also up; six per cent higher than la.t 
year. The index ot pronts. though 
not given here is. a Iso up. Fool! shor-
tage i. also up. So, these thlngo con-
tinu~ goln, uP. though the people'. 
efforts have put the production aJao 
up. Though tho r.te or production 
has slightly slowed down. yet the 
production i. going up. What h.1 not 
110m, up but has lone down i. the re-
lief to the people and settlement of 
claims ot the workinll cl .... the ml"r-
die cia .... and the toiling people. w:ho 
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are helping to produce all these things. 
But that also can be put up as an old 
story continuing from last year. 

If you take these seven features of 
the budget, well, the budget is as it 
was; it is a heavy burden on the peo-
ple. But, then; one should not come 
to the conclusion that there is nothing 
new in the situation. Almost a feel-
ing has been created in the country 
that it is all normal; whatever sins 
were committed were committed last 
year in imposing taxes; so far as this 
year is concerned, it is all normal. No, 
Sir. Some new factors have arisen in 
the situation, which might disturb the 
whole structure of the body and the 
whole perspective that is presented in 
the budget. The disturbance may be 
sometimes on the good side, may be 
partly on the bad side. 

What are the two new things in the 
situation. One is-and some people 
arc very happy about it; and I am 
not unhappy about it also-that the 
dollar has began to smile on India. 
So long it was frowning and now it is 
\"ushing to (he help of this country. 
So, there is tremendous praise in the 
press, tremendous jubilation in the 
ranks of the investors and tremendous 
jubilation in certain sections of per-
haps the Congress party and, perhaps, 
other parties also. 

However, if the dollar has begun to 
smile and wants to come to our coun-
try for our aid, well let us have it. I 
do not mind, provided, of course, the 
goods they supply in exchange for the 
dollar aid arc really good, the wheat 
is really wheat and eatable, the 
machinery is really machinery that 
will function, the prices will be ,'ea-
sonable and the int~rest rates will not 
be the usual in("rest rates that are 
being charged. I think they should 
charge us not more than 21 per cent 
as some other people arc doing. 

Therefore, the dollar aid coming to 
India is not bad. Along with it, there 
is. the French help, the Japanese help 

and there is, of course, the Soviet help 
and all that. But there is nothing new 
in the Soviet help. What is new in 
the situation is the tremendous shout-
ing in certain circles that since the 
Americans are coming to our aid, now 
at least the governmental policies with 
regard to America, with regard to 
foreign policy, might be influenced in 
some other direction and so on and so 
forth. Then, over and 'above that, a 
conclusion is slowly being injected in 
the minds of the people that it is real-
ly philanthropic aid, the tremendous 
riches of America are being poured 
into our lives just philanthropically 
without any selfish interests and so on 
and so forth. 

Now, I do not mind building up 
friendship with American people, as 
we should be friendly with other 
people also. But I do not want the 
friendship to be built up with Ameri-
can investors and bankers. That is 
my point. And in order to illustrate 
this point and to stop this praise in 
the wrong quarters being shown, I 
would like the House to pay some at-
tention to one factor. Why is the 
American dollar smiling? Because 
at home he is in difficulty. Reces-
sion has started coming in America. 
Therefore, the inventories of goods 
are piling up. They have got to be 
cleared out, and the best Way to clear 
it out is to hand over dollars, and 
along with it the goods, to India in the 
form of aid. It is certainly a legiti-
mate aspiration for American capita-
lism to unload its goods on India when 
they have got recession and to palm 
it off as philanthropic aid for love and 
so on. 

lt is a fact that recession has come 
there. Therefore, the dollar aid is 
coming to us. Let us take it. But let 
us also take note of the re('esslo!1 and 
say: "Gentlemen, what about the 
price?" For example, even today 
when oil prices in America have fal-
len by 15 per cent or more, We have 
not yet got reduction in our oil pric-
es. So, if the dollar comes to aid, do 
take it, but with caution. 
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As regards philanthropy, here is 
something which the House might 
note. There is a pUblication called 
World Economic Survey-1955 publi-
shed by the United Nations. Though 
the a id from America is stated to be 
philanthropic grant, charity, desire to 
feed poverty-stricken millions of Asia 
for no reward, the United Nations' 
Publication says: 

"In recent years, United States / 
have been receiving substantially 
more in the way of income on palt 
investments than it has, on balance, 
lent abroad, either on private account 
alone or on private and governmental 
accounts combined ....... " (Page 82) 

People think they are giving loans 
and receiving back very little, per-
haps even abuses; they are mistaken. 
American loans sent out bring in more 
profits than what is invested. For 
example, the annual averages tor the 
years 194~4 of private United 
States net capital outflow is 1,639 
million dollars. Investment income on 
private U.S. investments is 2,196 
million dollars. And the publication 
goes on to show that United States 
direct private investments in India, 
Indonesia and the Philippines total 
66 million dollers for the years 
1953-55, while the earnings total 241 
million dollars, of which 203 million 
dollars were transferred to the United 
States. 66 million dollars they gave as 
philanthropy and they took b.ck 
241 million dollars. That also is 
philanthropy, but only for the in-
vestors. 

Shri Naasbfr Bharacha (East Khan-
desh): We must take into account the 
prior investments also. 

Shri S. A. Dange: Let us take the 
period when dollar is smiling on us, 
and not when it was angry with us. 

So. that is the new situation. And 
the newness casts On us the duty to 
be more cautious about taking loans. 
I do not say that thl>Y should not be 
taken. However. I want to press 

upon the attention of the House and 
you, Mr. Speaker, that when you nego-
tiate and send missions to buy things, 
well, they should not be sent under 
the chairmanship of the enterprising 
and celebrated Mr. H. M. Patd or peo-
ple like that. Let those negotiations 
be on proper basis, with proper prices 
and proper terms. That is something 
new which the country is taking and 
so we should consider that as a new 
element in the situation. 

But thcre is another thing which is 
disquieting and quite new. If the re-
cession helps us to get more aid, by 
all means let us have it. Why should 
we be sorry about it? Let there be 
more recessions in America, it we can 
get cheaper steel, cheaper oil and 
other things. So tar as their people 
are concerned, well they will look 
after themselves, and we shall help 
them In that. 

But then there is another. new fac-
tor that has been indicated In the 
Finance Minister's speech. He says, 
"The prolonged period of boom, which 
started in 1953, ended in 1956." 
Though the production is going up, 
the rate has slowed down and the 
boom, as the ~"'inance Minister says, 
has ended. Then, what are the steps 
proposed in order to cushion the 
effecls of the end of the boom? The 
only indication given is the decline in 
equity prices, as measured by the 
Reserve Bank's index of variable 
dividend industrial securities. That 
is the only indication in the market. 

There are already indications that 
production rate has gone down. There 
is an indication that textile millS are 
closing. The excise duties are be-
coming a little unbearable. Just 
Ilnallcinll the Ambar Charkha with 
crores from the excise duty on cloth 
will not give us much good. And it 
Is my opinion that a lot of money i. 
beID, WIlted on It tor nothing. The 
excise duty had b~cn imposed on the 
composite mills. Now the power looms 
are also brought within the purview 
of the duty. 
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Here let me point out that the 

Ambar Charkha plan cannot be a 
substitute for unemployment benefit. 
There must be certain subsidy for 
hO!1dicrafts in the villages, and I am 
for it; but not in the woy in which it 
js being done; that is, at the cost of 
an lllLiustry, whose production is clos-
jng down. Not only that, it al:.;') cau-
st."· unemployment. Therefore on this 
question of cushioning the effects of 
the boom. the Budget Spe('ch or the 
budgetary figure, do not give us any 
indic<Jtiull <1" to how w(' arC' going to 
meet th is problem. For example 
there is an Economic Survey. It goes 
on arguing this way and that, that 
though the boom might end this side, 
the inflationary pressures continue 
and that recessions on that side might 
hann our export market. But what is 
the net effect on the people--
the working class, the middle 
class) their consumption, their 
incomes, their wages, their dis-
putes, their strikes? What is going 
to happen to that if the boom has 
ended and is already having a certain 
effect? Therefore this Budget requires 
not so much discussion of the 
quantums as the discussion of policy, 
becausE' the quantums are more or less 
inherited from last year. But how are 
these new factors of recession there, 
aid coming here and the boom end-
ing here, are going to be co-ordinated 
with the development in future, i.e., in 
the next year, and with the develop-
ments which are already taking place? 
Textile mills are already closing down, 
some because of fraud and some be-
cauSe of genuine difficulties. All are 
not closing down because of frauds, 
nor are all closing down because of 
genuine difficulties, but there is a cer-
tain difficulty in the matter of meet-
ing taxations and combining them 
with the demands of production and 
the price mechanism. Therefore here 
is the question of the newness in the 
situ1tion and I hope han. Members 
will pay more attention to this new 
factor than merely to the quantum 
figurcs in the Budget which we do 
inherit from previous years. 

There is another thing which is also 
new. That newness was very visible 
yesterday. The han. Prime Minister 
was lnvitect to a meeting of the Fede-
ration of the Indian Chamber of Com-
merce and the big bou!'gcois there 
made straightforward direct demands 
on him. And what an emboldening 
we find in the situation on the part 
of private capital. I wili not call that 
meeting of yesterday a mt:"l'ting of 
man-eaters. That win Qot be quite 
correct. Though it may not be very 
rude, still, it would not be quite cor-
rect. Here the cream of the finance of 
the country meets. They should pro-
vide to the hon. Finance Minister and 
the Prime Minister solutions for over-
coming the difficulties of production 
in the country. for overcoming other 
difficulties in the matter of our eco-
nomy. But what do they do? Their 
first demand i~ 4Idenationalise?" That 
is their central slogan. If that is the 
central slogan of the big bourgeois 
and the· monopolists in this country. 
then the whole nation will have to 
mobilise along the slogan: "Stick to 
nationalisation and more nationalisa-
Han". If they are going to proclaim a 
battle on our economy, we will take 
up that battle. They had the cheeki-
ness to come and tell us, "Divide 
L.I.C., destroy its monolithic struc-
ture" so that these gentlemen can 
create half'S in it and sink themselves 
in it and hand over a part of it 
to private capital and then for some 
time keep something for the State 
sector. They are in fact coming to a 
point when they would say, "Hand 
over everything, all your steel plants, 
all your other plants. You give us 
the money, give us the loans and let 
us have the profits." That is their 
simple slogan. And what are their 
proposals? You should read the de-
mands that they have made. "Income_ 
tax is very high, dividend tax very 
bad, investment in new securities 
should not be taxed. bonus issues 
should not be taxed, dividend tax 
should be withdrawn, expenditure tax 
should be withdrawn, wealth tax 
should be withdrawn." Everything 
should be withdrawn and they should 
be let loose on the country. These 
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are their demands. Arc they serious 
this body of the cream of finance of 
the country? And these arc the 
gentlemen who arc given praise, that 
they are helping very well in the. 
development of the plan. The only 
abuses that arc hurled are the abuses 
at the working class, which gOCl' and 
demands higher wages, bonus pay-
ments, application of laws, hospitals, 
sickness insurance. They are said to 
be obstructing production. These 
gentlemen of Capital have put forward 
wonderful seven demands before the 
Prime Minister. "Cancel all taxes and 
we will help the cconomy,"-to sink 
further in the ditch perhaps. If this 
is the way the big monopolists in this 
country arc going to react, then let 
me tell them that so long we have been 
having rwtraint on our demands. If 
that is their demand, then we will say: 
nationalise more and morc, nationalise 
all the key industries. And 'he first 
thing to be nationalised should be the 
banks. Again, I repeat that demand. 
It is through this institution that 
they are running away with all the 
things. And what gentry had assem-

. bled there? They are the captains ot 
industry. They are the philanthropi-
ats who are helping employment to 
grow, and they are very moral. The 
only immoral people are the workers, 
petty middle class, always creating 
troubles and always making demands. 

And what is the morality of thLs 
gentry? I am sorry that they did not 
pass a resolution against the Budget 
speech and certain ot its implications. 
But here is the morality ot this gentry 
which wants all this. What is it? 
Here it is tound that they are evading 
by ali sorts of ingenious methods their 
moral duty towards the nation. What 
is the moral duty ot the bourgeois to 
thc nation? That they take their nor-
mal profits, develop production, pay 
normally good wages and normal 
taxes-and good taxes-to the country 
so that investments grow, they get 
loans tor their own development and 
that they are honest about it. But 
what is the history of the last three 
years? While they are alive they evade 
and while they lire dead ¢hen also 
they evade. What Is the picture of 

the estate duty, death duties? Gov-
crmnent expected something like 
Rs. 2-3 crores and got only Rs. 12 
lakhs. Where is the money going? 
When the man died we knew he had 
enough. Then how is it that after 
death it has vanished. The anaLysis 
given here about the normal ~tilLure 

of the captains of industry-I do not 
want to name any part.icular captain, 
but their IIclevens" are always such 
that they put us into defeats-is this. 
These captains "transfer properties 
through gifts to one's n~ar relations 
or associates. which is one of the 
cOInmonest forms of avoidance of not 
onlY the Estate Duty but also of In-
come-Tax, Wealth Tax and even the 
Expenditure Tax. The only way of 
effectively checking lhis practice is to 
levy a LaX on gifts also." I am not 
sure that when you tax gifts. then also 
they will not evade because it is pro-
posed that gifts, in order not to be 
evaded, should cover the prior period 
of four years. These gentlcmen will 
write their wills of gitts every four 
years. They are clever enough and 
there are enough lawyers to help 
them do it. But I am not read-
ing that in order to suggest any 
fool-proof method just now except 
of nationalisation of banking but 
I am suggesting that this Is the 
industry, this is the leadership of 
capital in the country, these are the 
captains of the industry, who are 
givcn all the aid, all the loans and all 
the opportunities not to develop pro-
duction but to evade taxes. And thp.y 
evade taxes in such a way that the 
hon. Finance Minister becomes des-
perate and says, "Now even Iifta 
must be taxed." He says, ''The actual 
collections of Estate Duty have fal-
len short of even the modest expecta-
tions we had at the time ot passing 
that measure. That is partly due to 
the practice of making large gifts 
inter vivos which will, herell.fter, be 
checked by the levy of gifts tax." 
This is the commentary on the 
morality of capital in this country 
and thOle who dare to attack 
the morality ot the working class, 
let them read this comment. 
What Is got to be dODe III that 
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this tax structure - however nice 
you put it forward-is bound to 
get more and more into deficit 
financing, more and more into 
difficulties of borrowings, more 
and more into dilBcu1t1es or 
savings, because those who hold the 
main SOUI'ces of capital, the main 
sources of production are themselves 
the most immoral so far as their duty 
to the country and the taxpaying are 
concerned. What are we going to do 
about it? No approach of Gandhian 
morality will help them. They knew 
only one thing about Gandhism and 
that is to make donations and go away 
with the profits. They arc not going 
to be cured by philosophy or anything 
of the kind. Therefore positive mea-
sures should be taken to stop this eva-
sion of taxes and to stop them run-
ning away with State funds and the 
dues of the people. 

They say they are developing indus-
try. I want to make a remark in 
this connection. There is a certain 
degeneration setting into the ranks of 
our capital. For example, the other 
day we had the spectacle of the 
Prime Minister attending the 50th 
Jubilee of the Jamshedpur works, 
What a man the founder of that 
works was! Without cllol"ing for divi-
dends, without State loan, without 
help, he and his friends went into 
the jungles and established an iron 
plant and found iron mines. He was 
an entrepreneur in the real classical 
sense of the term. That was the man 
who founded the industry, because 
he wanted the industry to develop, 
the man who laid down the basis of 
the IIrst steel plant in India, because 
he really wan ted steel to be built in 
India. That was the man who was 
the real captain of industry and' the 
proper representative of the Indian 
national capital. 

But what lIol"e the present successors 
of that great founder doing? They 
build industry no doubt, but they 
want loans and double depreciation. 
They want taxes to be waived; they 
want loans from India and from 
America; they want to evade taxes. 

These people who today form the 
ranks of Indian capital degenerated 
from those classical entrepTeneur.~ 

.of the 19th and early 20th century 
in this country who really wanted to 
build industry in order that not only 
th~y may earn profits, but al.o that 
industry in the countr~ may develop. 
Today their successors arc mere 
coupon-clippers depositing their 
shares in the banks and the banks 
collecting dividends. With one or 
two exceptions who know how to 
manage the industry directly, they 
are more dividend-hunters than in-
dustry builders. That is their 
characteristic. "Dividend first; in-
dustry next" is their slogan and it 
will be a good thing if the jubilee 
would bring some sense to the suc-
cessors of the founder of J amshedpur, 

Today for the sake of petty gains, 
workers' demands are being shut out 
in Jamshedpur, Bu~ur and Kulti, 
and when people get agitated, turn 
i1"ound to trade unionism and when 
they want to demonstrate, the Chief 
Ministers of three States combine to-
gether, with the INTUC leaders help-
Jng them, ill order to conspire to 
suppress this agitation of the steel 
workers of Jamshedpur, Burnpur and 
Kulti. Even today there is a strike 
there; why has that happened? YJ)u 
must take note of the fact that a 
certain degeneration has set up in 
the i1"anks of the captains of industry. 
That Is the inevitable corollary of 
concentrated money power. That is 
the inevitable corollary of their 
being let loose to concentrate wealth 
in their hands like that despite all 
the wealth taxes that we are impos-
ing on them. Therefore, this power 
should be smashed if our Five Year 
Plan Is to succeed. 

The question is, what to do next 
and how to meet the offensive of 
capital. As I was just saying, the)' 
themselves say, "Eradicate all taxes, 
hand over things to the private sec-
tor and stop the activities of the 
State sector". They do not want the 
State sector to grow. They say, "You 
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w ill be in financial difficulties". Can 
these financial difficulties be met? 
Yes; my first appcl\l would be let us 
stick to the hard core or core, what-
ever you call it, of the Plan-heavy 
industries and steel plants. I was 
very sorry to find in the list of the 
hard core which was read out the 
other day that the mention of heavy 
forgings was not there. You cannot 
produce steel and not have heavy for-
gings, because even the manufaclure 
of a 5000 ton ship in the Vizag yard 
would be impossiple if you cannot 
cast the crank shafts in our heavy 
forgings. If we have 3 million tons 
of steel and do not have heavy for-
gings, we are nowhere. Therefore, 
the core of the Plan must be a com-
posite whole. I do not know why 
things are being related to this House 
in this peculiar way wherein in the 
hard core we have steel but not heavy 
forgings. In any CMe, I am told that 
negotiations and prepa.rations are 
being made in order to establish 
heavy forging plants and also plants 
for heavy elect,icals. We stand com-
pletely in support of the Plan in so 
far as it is resting on heavy industry 
and in so far as it rests on giving 
relief to the people, in so far as it 
rests on fulfilling the best part of the 
Plan in favour of the people. There-
fore, we arc with the Government in 
fighting this demand for denationali-
sation, this demand for running away 
with taxes, this demand for leaving 
the whole field of finance and inctus-
try to these captains of industry, 
which do not lead to much benefit 
fol' the people. Therefore, I would 
say that so far as the determination 
expressed in the Plan to stick to 
the hard core or the core and also 
some of the welfare parts of it, 
though something may have to be 
pruned in certain spheres, is con-
cerned, we stick to it and we hope 
that the Government also will stick 
to it and will not be cowed down 
by this offensive of private capital 
against the national sector. Despite 
bungling in the national sector, It 
is the national sector alone that is 
going to build the future of thl. 

country and the future of the people 
also. 

We stick to the Plan, but what 
about the finances? Finances can be 
found. You will .ay, "If you want 
finance to be found, you must agree 
to taxes." Certainly we do agree to 
some taxes and we agree to certain 
deficit financing also. There is Rs. 
200 crores or more of deficit financ-
ing in this budget. I am not afraid 
of deficit financing, but on one con-
dition that prices are held and effec-
tive democratic controls are establish-
ed. The only way to control the bad 
effects of deficit finlll1cing is that. 
Dellcit financing is inevitable in a 
country which wants to develop 
heavy industry and when it has not 
got its own accumulation of capital. 
But the deficit financing which is 
taking place here is leading only to 
infiation, infiationary prices and in-
fiationary prollts. Therefore, this 
deficit financing is injurious as it is 
being carried out today, though de-
ficit financing can be one of the ways 
of finding finance. 

So far as taxes are concerned, taxes 
on the people must be lowered to 
some extent and a certain amount of 
relief in the taxes on the people is 
necessary. In regard to savings, of 
course, we can find some money in 
savings. The workers and the mid-
dle-classes are asked to save. All 
the while the savings drive is going 
on, but when those who really have 
the money are asked to save, there 
are Finance Ministers who help them 
not to save. For example, all the 
L.I.C. funds whose total comes now 
to about Rs. 40 crores in a year can 
be driven up to Rs. 50 crores easily; 
all that should be brought into the 
savings department for investment 
purposes in the governmental sector. 
That should form the basis for Gov-
ernment expenditure in capital out-
lay. But now a portion of it is 
allowed to run away to stock 
exchange. 

My proposal is that all the L.I.C. 
funds should be brought into the 
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govcfluncnlal sphere of investment. 
Secondly, I would propose other 
sour~eo of savings which are already 
there and which have not been car-
ried uut. For example, there is a 
scheme to ask the big corporations 
and companies to deposit their depre-
ciations and reserves with the Gov-
ernment and you know what a revolt 
there was. The revolt was such an 
a"utc one that T. T. K. had to fly 
to Calcutta and in pacliying the 
revolt, he did many other things 
whi"h he should not have. Aiter 
tha t, I do not know what is the in-
come into the governmental treasury 
from these deposits called deprecia-
tion and reserve amounts. The re-
serves of these companies must be 
brought under Government control. 
Otherwise, the method of subsidiuy 
formations and running away with 
the profit.. of one concern into the 
intricacil~f; of another concern cannot 
be checked. For example, it was 
because the Jessops reserves were 
not deposited with the Government 
of India that Mr. Mundhra could run 
away with Rs. 68 lakhs and invest 
them in Richardson and Cruddas, 
run away with ;reserves of Richard-
son and Cruddas and invest them 
somewhere else. Therefore it was 
certainly a good idea to demand that 
the reserves aud depreciations should 
be deposited with the Government of 
India to be available to the industry 
when it wants to buy new plants or 
to expand, and so on. 

13 hn. 

But why should we in our economy 
follow the peculiar cartel principles 
of American industry or Bdtish in-
dustry? For example, take the Delhi 
Cloth Mills. They started with cloth 
and now all the reserves and perhaps 
depreciations and their own internal 
accumulations are leading to sugar, 
sugar into chemicals and chemicals 
into paper and so on. The whole 
thing becomes a big empire. Why 
should this type of vertical develop-
ment, horizontal development and 

c::w:tel dev<:lopmcnt go on? Why al-
low in this country one centre of 
capital accumulation to dominate 
several lines of industry and produc-
tion? 

Shri Kamalnayan Bajaj (Warclha): 
What is wrong about it? 

Shr! S. A. Dance: What is wrong 
about Mundhra? you do not think 
he is wrong, is it? 

Shri Kamalnayan Bajaj: The case 
of Mundhra is different; there are 
black-"heep everywhere. 

Shri S. A. Dance: Then what is 
your way of solving the problem? I 
"hould like to know. 

You see the cartel of Tata, for ex-
ample. It was in fact disclosed dur-
ing the discussion on the Company 
Bill how subsidiaries and holding in-
vestments in different industrial con-
cerns lead to evasion ot taxes and a 
lot of other evil. Therefore, if the 
profits of one industry are to be 
ploughed Or to be used in another 
industry, lpt that be done through the 
State mechanism. Why th;rough the 
subsidiaries of the particular indus-
trialists? Why should, for example, 
one Birla, or one Tata, or one some .. 
body. have all these lines, through 
subsidiary investments of particular 
concerns which serve him as the 
foundation of a large measure of his 
profits. I am discussing the struc-
ture; I am not criticising the indivi-
duals as such. I am not concerned 
personally with what Tata does or 
what Birla does. 

What I am saying is this. The 
whole system of economy itself i. bad, 
because it leads to an unholy control 
over the necessities of life of the peo-
ple, unholy control over the money 
mechanism, society and State, unholy 
control over vast sources of produe-
tion in the hands of a small group of 
directors or individuals. This is un-
healthy for society. That is why I 
am criticising it. Therefore, the idea 
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of taking the reserves and deprecia-
tions under Government control was 
quite a good one, but it was given 
up. 

Therefore, I say that finance can be 
found. provided Government is intent 
upon seizing it where it really exists 
and not chasing after people who do 
not have it. For elCample take the 
scheuI<' of small savings from workers 
or peasants in the villages. You should 
not send instructions around to chase . 
these people and take their bonus pay-
ments and invest them in National 
Savings Certificates, because that leads 
not to savings but to unnecessary 
irritation. Certainly savings should 
be encouraged; there are no two 
opinions about it. But it is to the 
way in which it is done that I am 
objecting. Therefore the point that I 
was making was that finance can be 
fou.,d. There are enough sources. 

Another source that I could suggest 
is this. We' are having oil elCplora_ 
tion. We are allowing the Burmah-
Shell and Standard Vacuum to take 
crude oil from our country and they 
bring crude oil from other cOWltries 
and refine it here. The cost of it you 
know: 500 per cent profit is made on 
each ton of oil. 500 per cent I The 
rate. that they pay to the poor Arabs 
and the poor Persians and the rates 
at which they sell it to us, you will be 
horrified to know. And yet when we 
ask them for a reduction in prices 
they are cheeky with us. We were 
going to get 51 per cent control in 
Assam Oil; now we are to satisfy our-
selves with 33 per cent control. ~ hope 
we get some reduction in prices, 
because the prices are falling even in 
America. The Prime Minister at one 
time remarked that he himself was 
wondering why our petrol prices 
should be governed by Mexican parity 
prices. He could not see the logic 
behind it. So, this subject should be 
pursued. 

The oil companies are very big 
people. They may threaten sabotage: 
I know it. But we are also very big 
people; this country ¥! not small, nor 
its people small. Well, they threaten-

cd Indonesia with dismemberment; 
they threatened Egypt with dismem-
berment and defeat. They know what 
they got back. If they threaten sabo-
tage here, we can also tell them what 
they will get back from us. Why 
don't we pursue it? 

For example, on the total sales of 
oil, if we just get about 25 per cent 
red uction in prices--already in the 
English market prices have gone down 
by 15 per cent-we can make a saving 
in the people's expenditure; after that 
we can get those savings to us also 
in the State sector of the budget We 
can make savings-if I am not wrong 
-to the extent of about Rs. 50 crores 
per year, and Rs. 50 crores per year 
is not a small amoWlt. It may be less 
than that. Perhaps it may be said 
that we may lose in excise duties. But 
that loss would be less than the gain 
that we will have by such reduction 
in prices. But here it is a question of 
following a pollcy. Are we going to 
dare and oppose these monopolistic 
concerns? Are We going to 
dare attack these colonists who get 
oil from our COWltry at one anna or 
two annas a barrel and sell it to us 
at R fabulous profit. Therefore, I hope 
in the matter of finance, in the matter 
of finding resources, in the matter at 
finding savings, Government will pay 
attention to this point and change 
their policy in the matter. 

I am told that the Ministry which 
deals with this oU question is already 
handling the problem. I hope they 
succeed in handling it in such a way 
that we do get a good reduction in 
prices. We charge excise on diesel 
oil; diesel prices go up because of the 
excise and the peasant who uses diesel 
engine comes up tor subsidy from the 
Government. We cannot give it and 
then the food production gets into 
trouble. Why can't we reduce the 
price of diesel oil, so that diesel aU 
may be made available cheaper to the 
peasant and he gets the advantage of 
it? Why can't we do that? I am not 
speaking of motor apirlt which may 
be used by rich people or middle riCh 
people. What about this very bade 
thing at cheap diesel oil for diesel 
engines which we are lending by 
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thousands to the peasants. This pro-
blem of diesel oil prices is directly 
linKed with our attitude towards these 
power monopolists. Are we going to 
ehallenge it or not? Therefore I hope 
the Ministry succeeds in its efforts to 
get certain modifications in prices. 

Then of course there are other points 
which I need not stress very much. 
But no amount at budgeting will be 
successful unless there is some check 
on the question of administration, on 
the question of wastage and on the 
question of leakac... For example, we 
are forced to push the defence budget 
up. There are gentlemen who lend 
us dollars and create war tension 
around us at the same time, so that 
the dollars are very easily spent in 
ten days' time instead of in a year's 
time. To meet this policy defence 
budget has to go up. But can we not 
exercise some supervision in the 
spending in the defence departments? 
By all means spend as much a. you 
like on the efficiency of the Army, the 
Navy and the Air For.~e, on the men 
and the machines. But in the whole 
structure there are bad elements also. 
There is corruption, there is leakage, 
there is want of supervision. I hope 
the Defence Ministry will pay some 
attention to it. 

Here is one choice bit which I can 
present to you, which is already 
known to the Government. Accord-
ing to the Report of the Public 
Accounts Committee for 1955-56 
orders were placed for vehicle. with 
a private firm, which the report says 
were totally unnecessary. It cost us 
Rs. 6 crores 80 lakhs for nothing. 
When they are asked why, the reply 
ia that they had given a guarantee to 
thE' firm that they would keep it run-
ning. Are we going to have defence 
spending for keeping a private factory 
running? Then they placed orders 
for cars which were unnecessary, or 
which were not necessary at that time. 
Why should this happen? Rupees six 
erores have gone. You may say It has 
not gone, we have got the cars. But 
the Defence budget has gone up Ra. 8 

crores. Therefore, when the budgetary 
grant; under Defence go up and when 
we are told it is all for defence of 
Kashmir, or defence of the country 
against aggression, part of it is not 
for that; part of it is just for profi-
teering though a larger part of it is 
patriotism. That is the real defect. 
Therefore, when the defence estimates 
are going up, I would like the Defeace 
Ministry to pay some attention to the 
leakages. When leakages are shown 
by workers they are victimised. 
Today in Bombay in the Plymouth 
Works, workers are chased out of 
employment because they dared to 
should these leakages and report them 
to the Government. 

Of course the whole thing depends 
upon getting the co-operation of the 
people. But that cannot be done by 
mere cooperation committees. The 
cooperation must come right at the 
cpntres of production, that is big fac-
tories and the fields, and this cannot 
be achieved unless you give at least 
minimum human treatment to the 
working classes. If the plan of pro-
duction is to succeed the working 
class must get its democratic rights 
and human treatment. I do not ask 
for anything 1)1ore, anything utopian 
or anything that is not possible. But 
what is the treatment that you get: 
for example, even in government fac-
tory, in Bangalore, two people shot 
and demands pending and hanging for 
three years--just because the Manager 
there would not like to see a trade 
union there. These Managers have 
got to be taught that whomsoever the 
workers elect, they must see-shooting 
or no shooting. Similarly there are 
these other disputes pending. For the 
sake of production, for the sake of 
the budget and for the sake of deve-
lopment, please meet the demands 
which are quite legitimate demands 
in various industries. 

Tea income is falling, I am told. 
When we ask for a wage board and 
for an enquiry into re-plantings, 
comes an ex-Labour Minister who 
says. appoint another committee. And 
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anothcr Minister had to say on that 
matter, "Gentlemen, we have had 
three committees, we do not want 
more committees, we know how tea 
can be grown". 

Thercfore I would like to say that 
somc attention should be paJd to the 
question of the demands of the wor-
kers, the middle classes and, of course, 
the question of the peasant with 
regard to food. I do not want to go 
into that subject. The land question 
is there, which is related to the food 
question. How it will be dealt with, 
I am not sure, so far as the present 
policy of the Government is concern-
ed. And in the end. 

Shrl Tyagi (Dehra Dun): Sir, may 
point out that both the Finance 

Ministers have left the House? Would 
you please call one of them back? 

Shrl S. A. Dange: It is all right. 

Shrl Tyagi: It is general discussion 
on the budget. 

Mr. Speaker: The hon. Member who 
is on his legs does not object. 

Shri S. A. Dange: I do not object, 
because, after all, they won't put 
much in Iheir head by listening to me. 
Because, our Prime Minister says he 
does not understand the subject and 
he is unfit for it; so far as the other 
friend is concerned, I do not know. 
In any case shorthand reports are 
there to help them. So I do not 
object. It does not matter. 

Shrl D. C. 8harma (Gurdaspur): 
The man who understands is here. 

8hrl S. A. Dange: Now, coming to 
the slogans, the last slogans, the 
slogans that are given to us on this 
matter are like this: "Produce more." 
But there is a recession and the boom 
has ended. What will happen with 
the production. I should like to know. 
In the economic survey there is no 
answer to it. And then the next slo-
gan is, "Export more", But tile eco-
nomk survey says there is recession 
and there will be difficulties. So, how 

to do it? And then they say, "Save 
more." But the incomes will fall with 
the boom. So, who is going to save? 
In this way I do not know where the 
slogans will lead us. I would say, 
"Yes, produce more, pay more and 
save more." That would be a better 
slogan. 

Mr. Speaker:. Why not consume 
more? 

Shrl S. A. Dange: Yes, consume 
more, and reduce profits. 

8hr1 Braj Raj 8lnrh (Firozabad): 
And time also. 

Shri S. A. Danre: Are you com-
plaining about my time? 

Shrl Braj Raj Slnrh: No I 8m 
addressing the Chair. 

Shri S. A. Danre: I would say 
produce more, reduce profits and 
prices, pay more and save more; 
invest in the State sector and do not 
faU a victim to the threats of mono-
polists. Stick to the Plan and the 
essential features of the Plan. Let us 
develop our economy not for the 
profiteers but the people. 

An Bon. Member: The Oracle 
has <>pokcn! 

Shrl T. N. Singh (Chandauli): Sir, 
the previous speaker has just now 
given us some concepts of his own, 
relating as to how the finances of the 
State arc going to be manned. I would 
very much welcome some of his sug-
gestions provided we could feel that 
his aSSurances of co-operation are 
really genuine. 

For ins tance, I would refer to this 
m liter. The Prime Minister, or rather 
the Finance Minister, stated that the 
crisis through which we are passing 
is a crisis of developmen t, a crisis of 
resources. True, but tiwre is another 
crisis through which we are passing 
when this nation, when this country 
need. great united effort and' all 
kinds of sacrifices. We are passilll 
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through a crisis of all kinds of con-
flict., whereby we want to multiply 
our differences and do not want to sit 
down and attack the real issue and 
remedy it. This process is going to be 
a painful process. We have to emerge 
from these difficulties, enconomic and 
oiliers, after a great deal of hard 
work and sacrifice and united effort. 
That is what is very essential. With 
the"c preliminary remarks I shal! try 
to refer to certain points which, I 
believe, if they are attended to, will 
considerably improve both our bud-
geting as well as our ftnancial and 
economic position. 

I will first take the question of our 
budgeting. After a very detailed 
study of the budget ftgures for the 
last eight years I have come to the 
condusiun that due attention is not 
paid to proper budgeting, proper esti-
mating and working out the details 
in every way. For instance, I have 
got here the figures for two years. In 
the year 1953-54, out of 134 grants, 124 
grants showed a surplus of Rs. 172 
crores, that is a saving of Rs. 172 
crores at the end of the year. That 
means there was over-budgeting. 
Again, in the year 1954-55, out of 135 
grants, 126 grants showed a saving of 
Ro. 238 crores in all. 

Similarly, if you go into a little 
more detail this is what you ftnd And 
I want especially to draw the attention 
of the Finance Ministry, whose duty 
it is to insist on proper and accurate 
budgeting, to what they have done in 
their own Ministry. In the year 1953-
54 they had budgeted for about Rs. 22 
crores under Grant No. 41-Extraordi-
nary Payments. They surrendred, or 
they were unable to spend, Ro. 12 
crores-nearly 53 per cent. Again, 
under the same head, in the next year, 
there was a total provision of Rs. 23 
erores. The savin, was of the order of 
Rs. 8, 59 crores-a saving of 37 per 
cent. 

And then, here are some Medical 
Services in the Health Ministry. In 

1953-54 they provided for Rs. 76 lakhs 
under MisceHaIlcous Expenditure, and 
the saving was Rs. 46 lakhs. In the 
second year, under the same head, the 
provision was for Rs. 77 lakhs and the 
saving was Rs. 45 lakhs. In the subse-
quent year the provision was Us. 88 
lakhs and the saving Rs. 51 lakhs. 

The.,e instances can be multiplied. I 
only wanted to mention them for this 
very reason, namely, that if you do not 
insist on accurate budgeting, your res-
sources will be tied up with the result 
that (a) we may have to impose cer-
tain taxe, which could have been 
avoided, and (b) at the end of the 
year the administration may be com-
pelled into extravagant expenditure. 
This is what happens. So this has 1.0 
be done very tightly and with a very 
strong hand we have to sec to it that 
the budgeting is proper and accurate. 

I say we are also partly to blame in 
this regard. Because, whenever the 
budget "omes-I began with a refe-
rence to the con1\icts-everyone in the 
Opposition here wants to spend crOl'es 
for our people. Poor people, they 
deserve everything. That is true. But 
they want that we must prepare a 
budget in which crores must be spent; 
if they do not provide and if they are 
conscrvativt!, there is criticism. That 
is not the way to husband our ftnancial 
resources. By all means, let us make 
up our minds that these are the essen-
tial th ings. There is the Five Year 
Plan by which every one seems to 
swear. That has to be implemented. 
We should implement it. But, now, I 
have heard the argument some time 
back: in live years, you have to spend 
Rs. 100 crores; you provide only Rs.5 
crores in the ftrst year; how will you 
spend the remaining. That is the 
proper thing to do. That is an impor-
tant thing in this Rule of three. It is 
not possible to spend in the first year. 
The tempo of work will be slow. In 
attempting to provide for the whole 
plan 4!xpenditure, if we budget the 
current year's estimate~ in this way, 
the savings that would result would 
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be of this order. That has to be avoi-
ded. For this reason, it is very essen-
tial that there should be detailed Plan-
ning. 

We have got the Five Year Plan. 
One year before that or a year and a 
half before the next year's budget is 
to be presented, the adminh;tration 
has to work out every detail from pin 
to pilhr. Provision is made that this 
project will be started. Nobody 
knows where the land is. Nobody 
knows when it will be acquired. No-
body knows when the machine.; will 
come. Nobody knows when the tech-
nical personnel will come. I have 
known cases where we had got mate-
rial, theT<' was nobody there to look 
to the accounts. They come, they are 
dumped anywhere. That would again 
leael to wastage of our very limited 
resourco'. We have to look to that. 
Detailed planning and budgeting in 
tbat context is just like an army 
marching, which works out every 
detail inch by inch. That is what has 
to b~ done. I would, in all humility, 
suggest that the administration should 
work out the details. They are very 
experinenced people; they have been 
in that line tor a number of years. I 
need not try to t.each them much. But, 
I feel from the records that I have 
seen for these eight years that even 
they have to learn a lot. They should 
try to work out the details and having 
worked out the details, everything 
should proceed according to plan. 

I have in mind a case, which is a 
very important national undertaking. 
I am coming to national undertakings 
shortly. It is a very important natio-
nal undertaking. We ordered a 
variety of things. There was dif!\culty 
in clearing those things. With great 
difficulty that was done. When the 
wagons began to move, there was 
wagon shortage. Fifteen thousand 
wagon days were lost in the course of 
one month because we had no arrange-
ment at the sidings, we had no 
arrangement for cranes and we did 
not know where to place these machi-
nes. This is what happens. There-

fore, in 'this planned budget which we 
are having every year, it is very essen-
tial to work out the details and work 
out the expenditure according to these 
details. That is wh,t should Ix, don~. 

I have to draw the attention of the 
House to a very good ftature, a fea-
ture on which I lay great hopes, on 
which we are building up our nation-
I am referring to the public under-
takings part of our hudget. This sec-
tor is exp,nding. I am glad it is ex-
panding. I am also glad to learn that 
our friends on the opposite side are 
also anxious about it and they want it 
to expand. It is proper that it should 
expand. Th"re are about, I believe, 
more than 150 or roughly about 200 
State undertakings, public corpora-
tions, departmental undertakings, all 
these taken together, having an in-
vestment of thousands of crores of 
rupees. All these undertakings should 
be looked into. Their constitutions, 
their methods of administrations 
should be analysed. It is not for me 
in the short time at my disposal to 
make suggestions. 

There are some which are corpora-
tions. Some are ordinary private 
partnerships. Some are departmentally 
run. Some are mixed companies with 
private and public money. All kinds of 
permutations and combinations are 
in vogue in regard to these public 
undertakings. That should be clari-
fied and the matter should be cleared 
up for which kind of undertaking 
wh'ch kind of structure is proper. 
This must be considered. What hap-
pens? Looking through the Explana-
tory Memorandum and the Budget 
figures, I find that we are giving pro-
bably Rs. 2 crores of advance to one 
private company Messrs Atual Pro-
ducts. It is a private company. It has 
drawn money on the 31st of March in 
two years. That means, the money 
was not to be spen t in that year. It 
was drawn literally at the fag end of 
the year because the money might 
lapse. Why this process? I am 
saying this, I do not grudge any 
private industry beinll helped. But, 
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there should be some system, some 
con trol. Par liamen t loses all con trol. 
We do not know how the money is 
being "pent. 

This brings me to another important 
question. In England, when only 
certain guarantees were issued, when 
certain private undertakings were 
taken over by the public sector, 
Parliament had certain rights of 
supervision and control. Here, we are 
advancing big loans, Ro. 10 crores, 
Rs. 5 crores, Rs. 20 crores, like that 
to various private companies. It is 
the Government's duty to see that 
public money is not lost. To that 
extent we are committed. We feel 
that they would come back. That Is 
the assurance that we get here in 
Parliament. What is the control which 
we have got. I do not mind the pri-
vate sector running it in any way. 
What is the control which Parliament 
has got on that part on which public 
money i.. being spent? That is the 
issue to which little thought has been 
given. 

For instance, our friends had com-
plained about the present people who 
are running the Tatas. They may 
be right, they may be wrong; I do not 
know much about it because I have 
not studied that case fully. But, I 
can say this much. We are advancing 
them large sums of money. Not only 
that. They are getting money from 
abroad, loans to which we give guar-
antee. The Government stands as 
guarantor. But, then we have no 
control: nothing. I am told that my 
colleague the Chairman of the Esti-
matcs Committee or some Members 
wanted to go to one of these private 
concerns. It was thought that he can-
not go t.here and the private hint was 
conveyed that he need not go. 

An Hon. Member: Which con-
cern? 

Shrl T. N. Slnl'h: It Is no use 
bringing in the names of such con-
ccrn~. That is the position. They 
are getting money; they have no busl-

nes< to say like that. I do demand here 
in this House that any private con-
cern which is subsidised or helped in 
any way, whose loans are guarnteed 
by the State, shall be amenable to 
control and supervision of Parliament, 
the supreme organisation and supre-
me body of this country. That is 
very important. That must be 
there. That would take away all the 
objections that we are hearing about 
public undertakings-because Parlia-
ment interferes, there is no freedom 
of management, all these things which 
they say, I thinl', once we enforee 
these rules, they will go. How to 
reconcile both these aspects? As a 
matter of fact, I make bold to say 
that this House ... 

Mr. Speaker: What does he sug-
gest? Does he suggest that their 
Administration report should be plac-
ed on the Table of the House and an 
opportunity given to the Members to 
discuss that report? 

Shrl T. N. Singh: That is one way 
of doing it. We can get their balance 
sheets and their budgets, it they pre-
pare any budgets. 

This brings me to the 
point that whereas every 
year, the Budget contains and 
rioes give the balance sheets of certain 
undertakings, not of all, their budget 
is not available. We grant certain 
moneys to them from year to year. 
Certain investments are made, Rs. 10 
crores, 20 crores, Rs. 50 crores and 
Rs. 100 crores. Sums of that magni-
tude are invested. It is desirable that 
we should know how, why and where 
they would be spen t. If it is not 
possible to prepare a full budget, a 
very detailed statement of the re-
quirements, what they expect to do 
as a result of that investment, what 
i~ their next year's programme, all 
that must be given. The explanatory 
memorandum does not enlighten us 
on that point. As a matter of fact, all 
this information leaves us still in a 
worse position. It is also vague, 
nebulous, it does not take us any-
where. 
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Mr. Speaker: Would he like that 
wherever moneys are lent by the Gov-
"rnment, the constitution of that 
company, the articles and memoran-
dum of association, the annual balance 
sheet, profit and loss account and the 
administration report at least ought to 
be kept in the Library so as to enable 
hon. Members to read all of them? 

Shri T. N. Singh: Yes, Sir. 

Mr. Speaker: And questions, if 
necessary, put down? 

Shri T. N. Singh: Yes. 

Mr. Speaker: I will so direct. 

Shrl T. N. Slnrh: As a matter of 
fact, I may draw your attention to 
TELCO. Even in respect of TELCO, 
which is more than 50 per cent sub-
sidised and helped by Government 
money, we do not get their annual 
reports, balance sheets, nothing. And 
we have to get it with great difficulty 
in the public Accounts Committee 
after writing several times. 

Then, I would also urge a note ot 
caution. 

Mr. Speaker: Would he like that 
it ought to be one of the conditions of 
lending, that they must submit their 
balance sheet, profit and loss account, 
administration reports, their constitu-
tion, articles of association and any 
variations from time to time? 

Shrl T. N. Singh: Yes, Sir, per-
factly right. That is what we want. 

I would like to draw your attention 
to one thing in this regard. Take for 
inotanse the CSIR. It is a small 
thing. It has some duties. We give 
them money from cesses etc., some 
money direct. They do some research 
work to be available to industry for 
exploitation purpose,. Promptly, 
three or four years ago, we started 
another concern raIled the National 
Research Development Corporation. 
Now, the functions and duties ot this 

corporation are to utilise all the re-
searches made for commercial pur-
poses and see that the firms are able 
to make full use of them. Why all 
this duplication? 

Similarly, credit corporations. There 
is the Industrial Finance Corporation. 
There is the National Development 
Council or Corporation, and so many-
three, four or five. Then on the top 
of it we have got the Reserve Bank, 
the co-operatives, the State Bank and 
all these things which ore also run 
by the Government. Why should we 
have such a multiplicity of credit 
organisations. That is not desirable. 
Somebody has to apply his mind, 
because all these things have been go-
ing on in a haphazard way,-that is 
my point-and WE have to rationalise 
them. 

Probably there was ample justifica-
tion when these schemes were started, 
ther.. w~re some very good grounds 
to go in for these ventures, but what 
is very necessary is that we must ra-
tiona1ise these things, "treamlinc our 
State undertakings in every way-not 
only from the point of view of their 
constitution and administration etc., 
but also from these aspectIL 

Then I would come to certain aspects 
of our revenue budget. I feel I am 
one of those who always believe that 
direct tax is always preferable to in-
dirert tax, and therefore I have 
always held that the machinery which 
administers direct taxation should be 
A-I, very efficient and productive of 
good result.<. 

Our income-tax revenue has remaIn .. 
"d more or less, during all these three 
years, in the neighbourhood of 
Rs. 160 to Rs. 170 crores. We all talk, 
every section of the Hou"" says that 
th"re is tax evasion, but we have not 
been able to mop it up. As a matter 
0; fact, in th" blackmarketing days 
p ,ople had lot of blackmarket money 
lying with them. We have not been 
able to collect that even. 
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Now. is it not. pos<iblP for us to 
improve our collections under income-
t l~ '.' I feel th:lt our Jnc'omp-tax de-
p',rtmenl r'"<juires a little more eft!.-
cient personnel, if I may say so. I do 
not have much against those who 
arc running the show today. Very 
probably they nre experienced people, 
but I think the department has ex-
pended rather suddenly. with the 
""'l1lt that we> had to recruit all kinds 
0: "·.:W ppopk, inexperienced people. 
III thdt r.,·,p,'Cl J h3vc always felt that 
it is better to see that we give powers 
to cCl'bin experienced mun only for 
t~ol}(:ction. levying, asscssmf'nt (~tc. The 
olh!'rs who are just p,cking up should 
not have those powers. Their power 
should be limited, they should be made 
to experience work, go and be attach-
('d to some one for two, three. four or 
five years. I say even that is not a 
long period. Now everyone gets the 
8uthnrity to ]l'vy up to Rs. I lakh or 
Rs. i lakhs after one year. That is 
too ,rna 11 a period. He will lose 
moncv. He cannot properly assess, 
he doe. not know where to get the 
tax. Therefore, it is very proper that 
we should entrust this work to people 
with some experience and gradually 
develop that. 

I know their problems, I know their 
difficulties, but I feel that there Is a 
lot of scope for improvement and 
that can be done by way of not giving 
all kinds of powers to people who 
have no experience. That should be 
stopped. That is very essential. 

I am sure I can anticipate one thing 
in regard to the revenue side of our 
Budget. There will be lots of things 
said probably this side as well as on 
the other side on the excise duties. 
Excise duties have certainly shown a 
higher collection. They have im-
prov~d considerably, that is true. New 
excise duties have been levied, but 
I want to remind the House only 
about one factor. 

When an excise duty is levied, in 
the inibal stages we all talk of its 
becoming a burden on the consumer. 
We have our say. Some duties are 
levied, some are reduced, and that is 
where the position stands. But the 
real pressure for the removal of an 
excise duty comes when the pro-
ducer gets into trouble. He has over-
piling of stocks, he does not know 
what to do, and that pressure 
becomes irresistible. Now I ask why 
should th~ pressure of the consumer, 
who wants cheaper things, not be 
irresistible? It should be irresistible. 
He has grf~atcr claims. 

Having levied. the excise duty, 
having made the consumer suffer for 
these two or three years. pay for 
every litile bit that he purchased 
more, you lose nerves. You say: 
"Now we will come down, eat the 
humble pie and reduce the excise 
duty". I say that is wrong. 

With all due respect to the many 
great luminaries of private industry, 
some of whom may probably be here 
even, I may say that another reason 
for this is that they arc earning, they 
have become accustomed to earning 
very huge returns, disproportionately 
high returns, 10, 15 or 20 per cent on 
their investments, and they are not 
able to reconcile themselves to a 
lower return. That is the reason, and 
therefore there is over-stocking. They 
will not reduce the prices. They 
would' much rather have over-stock-
ing, knowing full well that when 
there is overstocking Government will 
come down and reduce the excise 
duty and then they can clear off. 
This is the story. There may be some 
genuine hard cases, I am not ques-
tioning that, but the general pattern 
is this. Therefore, I would urge this 
House not to rush away with the 
idea that because certain great indus-
trialists have come forward with 
demands for a reduction of duties, we 
should get unnerved and say: "All 
right, let us reduce." No, this should 
not be done. 
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People have to make sacrifices. The 
Plan has to succeed. This nation has 
to become great. We have to prosper. 
Every home has to have some decent 
comfort. All that has to be achieved, 
and for that we have got to make 
sacrifices. When It-comes to the ethics 
of sacrifice, we shall demand of the 
privatc sector also to make sacrifices. 

I would not add anything more 
except to say that in this context it 
is very desirable that we should all 
gird up our loins and see to it that 
we shall have the minimum comforts, 
and with that many of us will have 
to be content. 

Those who are today getting maxi-
mum comforts will have to reduce 
them and bring them to the level of 
the others. I do not believe in their 
rising to higher standards when those 
who are having a lower standard are 
unable to raise it; so, they must come 
down, so that at least for some years 
to come we shall have a peaceful 
process of economic growth. 

Shrl Somani (Dausa): The budget 
stntement by the Prime Minister this 
year is a unique event inasmuch as 
this is the first time that the Prime 
Minister has had to take on himself 
the onerous responsibility of present-
ing the budget statement, owing to 
circumstances of which we are all 
aware. 

Mr. Speaker: 
Dr. Krishnaswami 
Shri M. R. Masani. 

shall 
next and 

call 
then 

Shrl Somani: The statement shows 
the determination of the Government 
of India to go ahead with mobilising 
all our resources. 

Mr. Speaker: Hon. Members must 
get up in their seats and try to catch 
my eye, and cannot be expecting me 
to go on asking. 

Shrl Na1llJblr Bharucha: You have 
the list of names with you aready. 

Mr. Speaker: I may have the 
nnmes, but they must get up at least 

once to stlow that they are now ready 
to speak. Sometimes, I call them 
after they give their names, and they 
say, 'No, no; I shall speak tomorrow 
afternoon, after I have my lunch'. 
Th is is my misfortune here. Theretore, 
unless an hon. Member gets up at 
least once or twice and catches my 
eye, whatever might be the list, I 
would not call him. 

Shrl Rameahwar Sao (Mahbub-
nagar): We on this side are unable to 
catch your eye. 

Mr. Speaker: The hon. Member can 
say, 'Sir .... '. 

Hon. Members ought not to con-
tent themselves with merely IPvJng 
their names, because sometimes, when 
I call them because their names are 
there, they say, 'No, no. Only 
tomorrow, I in tend speaking.' II they 
say so, I would not allow them an 
opportunity the next day. Hon. 
Members will take the trouble of 
getting up at least once or twice; 
there is no harm it they do so. There 
is no question of want of prestige in 
that. There is no dishonour in getting 
up. 

Shrl Somani: The statement shows 
the determination of the Government 
of India to go ahead with the imple-
mentation of the core of the Plan 
with all the resources at their dis-
posal. The budget review also gives a 
picture of the vigorous eftorts that 
have been made during the last year 
to overeome the various dIIIIculties 
which had arisen In the tunctlonJng 
of the Plan. 

13"2 ho. 

(MR. DEPUTy-SPEAKER in the CIlair] 

It is gratifying to learn that, at 
any rate, in certain directioDs, there 
are hopeful signs of improvement. At 
this time, last year, we were taced 
with a vcry grave situation, so far 
as the foreign exchange position was 
concerned. But thanks to the all-round 
efforts made by Government, and also 
due to the favourable response that 
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has been received from so many 
friendly countries, it can be defi-
nitely said that we are In a much 
better position today than we were in 
during the last year. 

The fact, however, remains that 
the problem of fulfilling the entire 
targets as set out in the original 
Second Plan remains as difficult as 
ever it was. While a ceiling of 
Rs. 4800 crores has been fixed so far 
as the total outlay In the public 
sector is concerned, it is quite obvious 
that even if Government were able to 
raise the necessary resources for ful-
filling this ceiling, still, the Plan will 
fall short of its physical targets at 
least to the extent of ten to fifteen 
per cent, Inasmuch as there has been 
a rise in costs all round; and on 
account of that factor, the targets of 
production or employment as outlined 
in the original Plan will not be 
iposslble, unless some other measures 
1 are taken, and unless the Planning 
I Commission takes an overall view as 
; to how these overall targets can be 
kept intact. 

In this connection, I would recall 
the success of the First Five Year 
Plan. Even In regard to the First 
Five Year Plan, it was found that so 
far as the public sector was concerned, 
there was a shortfall of 17 per cent. 
in the total investment, and indeed, 
so far a. the industrial public sector 
was concerned, the shortfa II was as 
much as 40 per cent. Still, the Plan 
was successful because there was an 
over-fulfilment from the private 
sector, and from that point of view, 
we were able to achieve the estimated 
Increase in the national income. 

It is from that point of view that I 
submit that it should be possible to 
keep Intact the original targets of 
national income, employment, pro-
duction etc. If certain policy deci-
sions are taken in regard to the 
various possibilities which are open 
to the private sector to compensate 
for whatever shortfall there might 
llrise in the public sector. At this 

momen t, I am not quite willing to 
enter into a ccmtrovcrsy. The hon. 
Leader of the Communist Party on 
his opening speech on the Budget 
made all sorts of allegations and 
insinuations against America, against 
the INTUC and against the 
private sector and so on and 
so forth. I do not hold any brief 
for the Federation or for that matter, 
for any other body against which he 
has made Insinuations in other direc-
tions. But the fact remains that while 
the Communist Party pays lip 
service to the fulfilment of the Second 
Plan, their suggestions, if carried out, 
will mean that there will be utter 
chaos and disorder in our economy in 
which perhaps they will be in a 
better position to function. 

For instance, he was very sarcastic 
about the very generous help that we 
have been promised from America, 
and he spoke as if this was something 
new. We are all aware how America 
has been giving aid since the First 
Five Year Plan began, and it Is not 
as If the dollar is smiling today. They 
have come to the aid of this country 
for a long time. So, it is no use making 
all sorts of adverse inferences in re-
gard to the supply of various 
commodities or the prices or making 
various other Insinuations against the 
generous offer that we have received 
from America due to the vigorous 
efforts that have been made both by 
Government as well as by the repre-
sentatives of the private sector last 
year in promoting goodwill and 
favourable reaction in America and 
various other friendly countries. 

So far as the reference by Shrl S. 
A. Dange to the Federation and to 
the capitalists and the monopolists of 
the private sector in general is con-
cerned, I would only like to say that 
while making all sorts of wild 
charges he has conveniently forgotten 
the solid contribution which has 
been made by the business com-
munity in building the national 
economy. He himseU referred to the 
part played by Mr. Jamshedjl Tata 
and said how in spite of heavy odds 
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he was able to establish a proleq of 
which the country could be proud. 
Similar instances, of course, not of 
that big nature, can also be given 
about the establishment of various 
industries. You can look even into the 
history of the textile industry to see 
how during its long chequered period 
the industry has fought and struggled 
against various odds and established 
itself today in such a way that it 
occupies the foremost position even 
in the international market. What I 
mean to say is that there are, 
of course, both sides of the picture, 
whichever sector may be taken into 
consideration, and it is no use painting 
any sector in black and simply 
highlighting its shortcomings and 
weaknesses, overlooking completely 
the solid achievements or the valuable 
contributions which that sector may 
have made to the national economy. 

The hon. Member said about the 
evasion of taxes. It should be con-
demned in certainly as strong words 
as could be found, but I could not 
understand the way in which he said 
it, namely, that the avoidance of 
taxes was what he called most im-
moral. So far as I can see, avoidance 
of taxation open to anybody by legal 
means is a general practice which is 
being followed in all countries. I 
have seen here in several discussions 
with many distinguished lawyer 
friends in this House that they were 
quite willing to advise any business-
man so far as legal avoidance of any 
taxation is concerned and I do not 
see how, if a section of the people 
have resorted to making gifts, a 
loophole that was available openly 
under the law, the hon. leader of the 
Communist Party could thereby paint 
the entire business community as 
highly immoral. What I mean 
to say is this: certainly I ad-
mit that there has been a deplo-
rable deterioration in moral standards 
in our country, but the fact remains 
that that deterioration, to which he 
referred, Is applicable in common to 
all sections. It is no use, therefore, 
painting one community in such black 
colours and thereby belittling the 
contribution which the buslncss com-

munity Ims made to the national 
economy. 

He also said somethine about the 
workers, how the INTUC in collusion 
with the business community is trying 
to stifle the demands of the workers. 
All these ja.re known facts-as to 
how, somehow to gain cheap popu-
larity, they are trying to exploit the 
workers and tryine to mislead them 
and trying to come in the way of 
smooth production. 

I just wanted to make all these refer-
ences only because I think that most 
of the remarks which the hon. leader 
of the Communist Party made either 
against America or against the INTUC 
or against the business community 
were totally uncalled for and unwar-
ranted. 

Coming to the budget proposalll and 
to the taxation policy of Government, 
the Prime Minister, of course, hal 
said on· so many occasions that so far 
as the broad pattern of the taxation 
policy is concerned, it is Inevitable and 
it has to stand as it is; at the same 
time, he was good enough to say In 
his address to the Federation yester-
day that subject to this overall broad 
policy of taxation, he was quite open 
to examine any minor adjustments In 
the taxation structure here and there 
which were found to be causing 
genuine dimcul~y to trade and indus-
try. It is in that spirit of suggesting 
some modifications of a constructive 
nature which will promote savings and 
investment and keep up the tempo 
of increase in production which we 
hAve been having for the last few 
years, that I venture to make a few 
suggestion, in the hope that the Minis-
try of Finance will be pleased to lee 
through the implications as to how 
without any substantial loss of revenue 
they may consider the modifications In 
certain directions which might bring 
about the desired improvement. 

The hon. leader of the Communist 
Party again sarcastically referred to 
the resolution of the Federation. Of 
course, he gav~ a lon, list of the taxes 
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embodied in the resolution which the 
Federation has appealed to Govern-
ment tor modification or withdrawal. 
But if a proper and realistic calcula-
tion is made about the nature of the 
amount involved in modifying the 
various taxes, to which the Federation 
resolution refers, it will be found that 
the inference which the hon. leader 
of the Communist Party drew, as if 
the Federation was asking for the 
total abolition of taxes in this coun-
try, is very sweeping. Far from It. 
The fact Is that we are having at pre-
sent in this country the highest num-
ber of direct taxes; I mean there is 
no direct tax anywhere else which is 
not prevalent in India. There are 
countries which are having wealth tax 
or some other kind of tax; but they 
have given relief in other directions. 
The position in this country is that we 
have added one tax after the other 
and all forms of direct taxation pre-
valent In any other country in the 
world have been brought about here. 
It Is here in certain directions where 
reliet could be given without any subs-
tantial loss of revenue that I propose 
to make a few suggestions for the 
Ministry of Finance to sympathetically 
consider. 

Take the question of compulsory 
deposits. This has brought about 
Rs. 3 crores and a few odd lakhs to 
Government. So far as the basic pur-
pose of this levy is concerned, it can 
be achieved by various other powers 
which Governmenut enjoy under vari-
ous Acts. After all, even if there are 
certain reserves with companies, they 
do not remain idle with them; they 
remain either utilised in various ways, 
or, if they have got a surplus not 
utilised that way, that remains with 
banks. To that extent, therefore, 
whatever surplus there is with compa-
nies, is certainly utilised in the mone-
tary sector. Therefore, so tar as this 
compulsory deposit levy is concerned, 
it can be safely withdrawn without 
causing any loss of revenue or in any 
way affecting the resources required 
for our Plan. 

Then take the question of the high 
tax on dividend. As a matter of fact, 
the former Finance Minister had also 
publicly indicated that so far as these 
two levies were concerned, namely, 
compulsory deposits as wen as the tax 
on dividends, they were of a very 
temporary nature and as soon as cir-
cumstanCes would permit, Government 
would come forward to modify or 
withdraw them. It is therefore in the 
context of the present pressing need 
to give some relief that it is highly 
desirable that Government should con-
sider modifying these levies. 

Similarly, so far as the tax on bonus 
shares is concerned, this has been 
levied at such a prohibitive level that 
it hardly has any chance of bringing 
any substantial revenue to Govern-
ment. Therefore, it can also be modi-
fied without fear of losing any subs-
tantial amount. 

A suggestion was made the other 
day by Dr. Ramaswami lludaliar. 
Chairman of the ICIC, in regard to 
certain tax concessions which should 
be made applicable to such credit ins-
titutions as the ICIC and perhaps 
also the IFC. These institution" 
are rendering very good service 
to industry at a time when capital 
is so scarce and it is very dift\cult 
even for any sound project to fioat 
any company-so that it is desirable 
that such suggestions of a constructive 
nature, which do not at all involve 
any substantial loss of revenue, should 
be properly gone into. 

Coming again to the question of 
resources, it appears that 80 far as 
the taxation limit is concerned, Gov-
ernment have not been slow. Indeed, 
the original target of the Planning 
Commission was to raise Rs. 450 crores 
during entire Second Plan period by 
way of additional taxation, but Gov-
ernment of course have levied taxes 
much more than what was the original 
intention of the planners. Indecd, 
during the period of last year on two 
occasions, that is, at the time of the 
last Budget and before, the former 
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Finance Minister levied something of 
the order of Rs. 130 crores of addi-
tional taxation, while the intention of 
the Planning Commission was to 
recommend something likl' an average 
of Rs. 45 crores per year. 

That shows that so far as taxation 
effort is concerned, Government have 
not been slow, but have indeed cross-
ed the safe limit recommended by the 
Planning Commission. But so far as 
the borrowing programme or the 
expected resources from small savings 
are concerned-whatever the targets 
either under the original Second Five 
Year Plan or even under the last 
budget-these have not been realised. 
It is in these directions that certain 
efforts will have to be mobilised if 
the question of deficit financing is to 
be properly tackled. We were told 
last year that the question of deficit 
financing in the context of the mlla-
tionary conditions in the country could 
not be more than Rs. 900 crores 
throughout the Plan period. We find 
that deficit financing had already been 
resorted to the extent of about Rs. 600 
crores and there is a provision for 
about Rs. 205 crores. It appears that 
the en tire amoun t of Rs. 900 crores 
may be utilised before this year is 
out. So, utmost efforts have to be 
made so that the atmosphere may be 
created whereby Government borrow-
ing programme and the programme of 
attracting savings from the peopl" 
may be more successful. 

14 hrs. 

Various factors have been responsi-
ble. It is not necessary for me to 
analyse all the factors. The fact 
remains thllt if deficit financing has to 
be kept under check, as contemplated, 
Government will have to take a deci-
sion 50 that "the necessary resources 
by way of borrowing and national 
savings may be made available. 

Mr. Deputy-Speaker: Your time is 
up. 

Shrl Somaal: I would lib to say a 
few words about the textile industry. 

Shri T. N. Singh referred to the excise 
duties and said that Government 
should not hear whatever the big 
industrialists might have to say. If 
there are abnormal profits, I certainly 
agree with him that the Government. 
before agreeing to modify any excise 
duty, must go into the economics of 
them. If it is true, Government need 
not look into the representations of 
the fndustry. But here it is a differ-
ent story. Whatever you may do, 
whether you modify the excise duty 
or not, the available resources will be 
the same. Thereby you will force the 
industry to curtail production. The 
process of diminishing returns has 
already begun and the production in 
the textile industry has fallen and 
continues to fall. 

I w ill give only one example. 
have myself been making investiga-
tions in the case of two mills in Shola-
pur. The entire economic life of 
Sholapur has been paralysed. Two 
big textile mills are completely closed 
and the entire population that is 
dependent on the smooth functionine 
of the textile industry there has been 
very adversely affected. In Bombay 
one mill which was runnine for the 
last twenty years has been closed and 
has gone into liquidation. Quite a 
number of mills in various centres are 
at present faced with a very difficult 
situation. It is a question of simple 
economics which can be worked out 
on the basis of the present cloth price 
ruling in the market plus the excl8e 
duty. It will show how the majority 
in the industry is working at a los •. 

So, if the relief is not forthcoming, 
production will fall. The profits have 
already fallen. So far a8 the revenue 
to the Government is concerned, it 
may be the same amount. If on th(' 
other hand, relief is given and if tbe 
industry is enabled to function and 
increase its production, then more 
revenues would be forthcomine to the 
Government. It is in that context, 
keeping the employment opportunities 
and the smooth running of the indus-
try that something should be done 101' 
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the textile Industry. It is already too 
late. If that is done, the mills which 
are closing one after another will be 
able to meet the crisis and the indus-
try will not be forced to curtail its 
production at a time when we want 
to export more and create more 
employment. Everything possible is 
being done under the Plan to create 
more employment opportunities. It 
Is, therefore, in that context, that I 
would like to appeal to the Govern-
ment to examine the situation as pre-
vailing In the textile Industry with 
all the facts and figures. If they are 
convinced that really the financial 
position of the various companies does 
not warrant any change, they can 
continue but if it is otherwise, they 
should not do so any longer. I hope 
they will look Into this. 

Dr. Krishnaswami (Chlngleput): 
Mr. Deputy-Speaker, I should like at 
the outset to associate myself with 
the tribute that has been paid to 
Maulana Azad by the Prime MInister. 
A great Minister, a great statesman, 
who spoke out his mind fearless of 
frowns and careless of raptures, and 
above all a great gentleman has 
departed leaving a sense of void not 
only amongst his colleagues but also 
in Parliament. 

I have a few bones to pick ,an. 
some suggestions to offer which I hope 
the Government will consider. For 
over six years I have been paralysed 
by the manner In which the Govern-
ment of India Budget of the Central 
Government as laid before Parliament 
is produced. Each year, the financial 
statement is getting 'curioser and 
curioser'. I have tried hard to find 
answers to certain simple questions. 
What are the total revenues and 
capital expenditures of the Union 
Government? How much foreign aid 
did We obtain during 1957-58 and how 
much have we budgeted for in 1958-
591 One may wade through all the 
pages of this document without In the 
least whit being wiser. There Rre of 
course many Interesting items In this 
financia' 3tatement. We find, for In-

stance, there is one item entitled relief 
for linseed cultivators against which 
the only entry is Rs. 1,000 for 1956-57. 
Then, there is another item-past-war 
reconstruction fund-against which 
there is no entry at all. But, to crown 
all, there is an item which purports 
10 be the statement of the receipts and 
disburscments of the Central Govern-
ment which is found on page 24. This 
_rks out to the imposing total of 
about Rs. 7,598 crores which, Is some-
what unlikely. 

I am sure that there is a deeper 
sigmflcance behind all these figures, 
that even blank entries are full of 
content and meaning to financial 
wizard,. But simple minded persons 
like me-and there must be others In 
this House who are equally simple-
minded-would like the financial 
statement to be a little less complicat-
ed. If for technical reasons, no change 
In the presentation of these accounts 
is possible, let us have for our benefit 
a simple statement of revenue receipts 
and expenditure, capital receipts and 
expenditure and the overall surplus 
or deficit altogether. 

The Prime Minister, with that 
humility characteristic of so many 
great men has remarked that his was 
a pedestrian Budget. A thousand 
pities this that a man of his colossal 
stature should be content to accept 
the role of a caretaker. Here 1s a 
person who is superior to the office 
which he holds, and who by the ad-
vantage of his towering authority 
could have brought about a greater 
change In the situation but is yet 
content not to do so for certain 
reasons. Let us not delude ourselves 
into the belief that the foundation has 
been laid firmly and surely of a dyna-
mic fiscal policy during the past 
twenty months which will serve our 
needs for years to come. Even now, 
as the Economic Survey points out, 
all is not well. Since the beginning 
of the Second Plan, .tresses and 
strains have developed and though 
the outlook has slightly improved In 
recent times-thanks largely to the 
generous help proffered by friends 



trom abroad-there is cause for 
. anxiety. 

Our foreign exchange reserves have 
all but been wiped out. The harvest 
for the coming year will be much less 
favourable than they were last year. 
As the Economic Surveil points out: 
"For the coming year, the increase in 
industrial output is likely to be some-
what smaller than in the l;urrent year, 
as the rice crops is short and the rate 
of increase of industrial production 
has tended to slow down. This makes 
it particularly necessary to formulate 
the investment programmes for the 
year carefully and to secure that un-
planned increase in consumption did 
not reduce the resources needed for 
nur development". We cannot alford 
to have a sizable import surplus. In 
these circumstance", it was rather 
strange that the Budget speech of the 
Prime Minister did not even mention 
the overall figure of the deficit antici-
pated. Nor have we had reasons for 
a deficit of Rs. 205 crores being con-
sidered to be safe, advanced either in 
the budget speech or in other papers 
supplied to us. It is surprising that 
no attempt has been made to tailor 
this Budget either to the current eco_ 
nomic situation and the prospects for 
the near future, or to adjust in a 
realistic fashion the total outlay on 
the Plan. Unfortunately current offi-
cial thinking on the Plan continues to 
be hypnotized by the mystical flilure 
of Rs. 4800 crores. 

Let us realise that in the first two 
years, the outlay spent was around 
Rs. 1500 crores. In 1958-59 the Budget 
provides for another Rs. 1000 crores. 
In broad terms, then both the Centre 
and the States would have spent at 
the end of three years about Rs. 2400 
crores. In the last two years Rs. 2400 
crores remain to be spent by the 
Centre and the States. How is this to 
be achieved? In this context it is 
revealing that the stepping up in 
planned expenditure from Rs. 804 
crores to Rs. 1025 crores is balanced 
by an increase In external assistance 
from Rs. 105 crores to Rs. 325 crores. 
Thanks to this assistance we have 
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been able to step up our planned 
expenditure this year. But, at the 
same time, I must point out that that 
we cannot look to foreign aid for a 
progressive stepping up of the Plan. 
During the First Plan, foreign aid uti-
lised amounted to about 10 per cent 
of the total expenditure, that Is about 
Rs. 200 crores. During the first two 
years of the Second Plan the propor-
tion of foreign aid given Is a little 
above 10 per cent. In 1958-59 foreign 
aid will constitute about 30 per cent 
of our planned expenditure. While 
We must be thankful for the timely 
help so generously given by our 
friends abroad, We have to realise 
that any further increase in planned 
expenditure In the last two years will 
need much greater domestic effort 
both at the Centre and at the States. 
It is equally clear that the whole com-
plex of fiscal policies which we have 
pursued so far have not succeeded In . 
raising resources to the anticipated 
extent or adequately. The time has 
arrived when a fresh approach and a 
new look at some of our measures is 
indicated. 

The very fact that after the dynamic 
tax effort of last year the deficit 
increased from Rs. 275 crores to 
Rs. 380 crores in the revised estimates 
proves that the attempt to take the 
tax system out of its old IIrooves was 
not wholly an unmixed blessinll. It 
is now patent that what we lIained by 
additional taxes we more than lost in 
public subscriptions to Government 
loan" and in much lower collections 
by way of small savings. A few 
figures culled from official sources are 
revealing. The small savings collec-
tions for 1957-58 tell short of the 
budget estimate of Rs. 100 erores by 
as much as Rs. 40 crores, and the net 
collections of loans were only Rs. 77 
crorl'r. as compared to Rs. 141 c:rores 
in 1955-56. Any rational fIocal policy 
should not only take into account the 
taxes ('xpected to be collected but also 
the !Imount of loans that are expected 
to flow into the Exchequer. The short-
fall in resources including loans 
underlines the point that our IIIcal 
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polic)' cannot be pronounced to be 
wholly successful. 

No\\', Sir, I should like to go on to 
anoth!'r point which has been men-
tioned frequently in the past in this 
house and outside. I ahould like to 
point out that, we haye had many 
shock treatments during the, past one 
and II half years, and we have to 
realisE' that not all these shock treat-
ments have been beneficial. In short, 
the .hock treatment of last year had 
to be paid for and the cost has been 
fairly heavy. The Economic Survey 
on page 9 points out that the stock 
markets have lost 25 per cent since 
August, 1958. The series of shocks 
that have been administered, the tax 
proposals in September, 1956, in 
November, 1958 and in May, 1957-
have, it would appear in retros-
pect, been something of an over-
retrospect, been something of an over-
dose, Something should be done to 
revi~w the position in the light of 
availllble resources, and the manner in 
which our tax system has affected the 
mechanism of development in our 
country. Surely it is clear that, by 
now in the light of experience, some 
modiflcatons are absolutely necessary 
in the experimental tax measures ini-
tiated by the distinguished predeces-
sor ~~ the Finance Minister last year. 

I do not propose to go into details; 
these can be considered when we 
deal with the Finance Bill. But, I 
should like to point out to my friends 
that there are certain thinp which we 
have to take into account, and which 
we have not taken su1l\clently into 
account. For instance, a reference 
was made to the compulsory deposit 
schell'e. I ahould like to point out 
that the compulsory deposit scheme in 
,resprct of reserves has to be modified. 
It is obvious now that it was a hasty 
step IUId, consequently, its operation 
had to be diluted. In its present form 
the scheme Is too much trouble ad-
mimstratively and too little use flnan-
cialiy. The least that should be done 
is to exempt from the operation of 
the scheme such undertakings as are 
not likely to have exeess reserves 

according to the present rules. This 
will reduce administrative work and 
inc"'R~e confidence in the Government 
even in industrial circles. 

Now, as regards the wealth tax on 
comllanies I have made my position 
already clear on several occasions. But 
I should like to reiterate what I have 
said .e· often that wealth tax on com-
panies without a corresponding rebate 
to shareholders is inequitous and the 
passage of time does not red uce the 
degree of inequity at all. I want to 
point out to my friends that that half 
of Ollr industry today is operating on 
a re1,atively lower margin of profits 
compared with what it was having 16 
to 2 years ago. That only underlines 
the need for our taking some steps to 
recti!) some of the injllstices that 
have occurred. 

Then, my friends referred to the 
excise duties. Not all the excise duties 
ll'vkd at the instance of my friend 
Shri T. T. Krishnamachari can be 
justified. I think the time has come 
when we should review his policy 
fully and have the courage to reverse 
it if necessary. It is no use trying to 
say that a dynamic financial revolu-
tion has occurred when what we are 
wi tn ~ssing is something akin to stag-
nation. 

I should like to point out that so 
f"r as these excise duties are concern-
ed, some of the excise duties, on 
textiles in particular, have had disas-
tl'OUS results. One knows, for instance, 
that the Brady group of mills, which 
usually used to declare dividend as a 
nortral feature of its policy has been 
comrelled not to declare any dividend 
this year. Stocks have accumulated 
in many of these mills. Even 
responsible companies are run-
ning at a loss. Production has 
declined and about forty mills have 
closet! down. And, I should like to 
point that the closing down of thesc 
mills, apart from affecting the prob-
ability of these mills to which we 
hon'ble members do not attach impor-
tance, create a great deal of unemploy-
ment. Unemployment in urban cen-
tres j. bound to have more serious 
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!ocial consequences than unemploy-
ment in rural centres. Some adjust-
,nenl of excise duties, therefore, on a 
;eleclive basis is overdue, and I hope 
and trust that when the time comes 
lor u" to discuss the Finance Bill we 
will have adequate opportunities for 
I ull discussion on these points. 

Let me pass on to the consideration 
of another basic problem. Quite apart 
lrorr. the shortage of internal resour-
ces for the implementation of the Plan, 
there is the more basic question of 
shortage of foreign exchange. Today, 
Mr. Deputy-Speaker, we seem to have 
acquired some proficiency in mceting 
the resources problem internally by 
the simple expedient of printing more 
mor,c),. But unfortunately for us, we 
are not allowed to print the curren-
Cles of other nations. We have, there-
fore, to resort to other expedients. 

w~ hay" to realise, Sir, that the 
rate at which we are piling up defer-
red c:redits, in other words, future 
l~abiJitie!i. makes it incumbent on us 
10 tI'ink of the future. As a country, 
we have had the l'nviable record of 
honouring everyone of our obligations. 
L'nlikc mlny other nations, we have 
nevel', defaulted and It would be a 
'sad day for the prestige and prosperity 
of ou! country if we allow this record 
tl' bl' tarnished. 

This implies, Mr. Deputy-Speaker, 
tnat from now on we must bend our 
energies to seeing how best we can 
promote exports from our country. 
One of the most important impedi-
lI'ents towards increasing exports or 
to keep up exports at the present level 
i. the high cost of production. Another 
lmpl'diment is the high level of 
<tomestic consumption generated 
largely by deficits incurred in the past. 
And the third is-here I am speaking 
with a certain amount of trepidation 
hecause I realise that seated next to 
"Ie is my hon'ble friend, the Chair-
ilion of the Foodgrains Enquiry Com-
mitte<.:--aur failure to increase the 
production of commercial crops ade-
quately to create surplus for exports. 

Of course, this problem of increase 
of food supply can be tackled on 
many fronts. But one of the basic 
problems which faces us is the pro-
blem of land utilisation. We shOQld 
try to increase the productivity of 
!'.lod-crops on each acre of land so 
lilat land resources are released for 
the production of commercial crops, 
and this is a problem which has to be 
tack:.d not in a half-hearted and 
faint-hearted manner but with a defi-
nite aim, with a definite objective and 
with a definite policy. We have to 
tackle it a. quickly as possible because 
within the next 18 months, the time 
for honouring our deferred liabilities 
will fall duc. 

In other words, we have to reverse 
the gear, In future, we would have 
to create budget surpluses and also an 
~xpansion of exports. The dynamic, 
fiscal policy initiated by my friend, 
. :hatever advantages it might have 
had, was too much of an overdose, too 
much of an amateurish experiment, to 
be allowed to continue in Its purlt, 
for long. 

Our policy then, from now onwards, 
should be to restrain public expendi-
ture at the present level for the com-
ing two or three years. This year we 
have decided to spend Rs. 1,000 crore •. 
Let us continue to spend at the rate 
of 1,000 crores each year f9r the next 
two or three years. I shall tell you 
the reason why it is important that 
we should do so. We have to reduce 
budget deficits appreciably, so that 
surpltlses arc available for exports 
from now on we have to concentrate 
on arca. of activity which have an 
important role in earning or saving 
foreign exchange, and finally, We have 
to direct our energies towards consoli-
dating the gains of the last three or 
four years. Either we consolidate 
now, Mr. Deputy-Speaker, so that we 
may make a further substantial ad-
vance in the third Plan, or else, we 
follow the present policy of drift 
which will make it impoSllible for us 
to have a third Plan and this would be 
disastrous not only from the economic 
point of view but also from the consi-
deration of our being an example to 
other nations in Asia. 
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I suggest that we have less ptan 

two years within which to prepare 
ourselves for meeting the large com-
mitmen:ts by ~ of repayment of 
loans. Unless we act promptly and 
effectively, we are in for disaster. 

My han. friend, the leader of the 
Communist Party, referred to the re-
cession in the United States of Ame-
rica. The Economic Surveil has also 
made mention of this fact. I should 
like to point out that industrial coun-
tries have a habit of more quickly 
overcoming recession and, therefore, 
within the next six or seven months, 
we might expect a different climate 
in economic development in those 
very coun tries. We ough t not to al-
low the fact of a recession to stop us 
from producing more of these commer-
cial crops for the purpose of export. 

More important than this, if we 
wish to step over from the second 
Plan to the third Plan, th's is the 
logical policy that would have to be 
followed. Although it might be rather 
harsh to be told that we would have 
to revise the estimated figures of the 
Plan from Rs. 4,800 crores to Rs. 4,200 
crores, or Rs. 4,300 I say it will be a 
gain from the points of view of the 
country. After all, if we have 
Rs. 4,200 crores or Rs. 4,400 crores, you 
are having a plan expenditure 
which is double of what it was in the 
first Five Year Plan. 

Mr. Deputy-Speaker: The han. 
Member should not turn his back to 
the Chair. 

Dr. KrlsbDaswaml: In addition, you 
would have the advantage also, Mr. 
Deputy-Speaker, of the second Plan 
dovetailing into the third Plan. There 
are many countries in different parts 
of the world which are watching our 
economic development. Although I 
should be reluctant to claim too much 
for our country, may I point out Sir, 
that It is most important that we 
should plan well, plan thoroughly and 
plan successfully. 

For the first time in the history of 
this world we have a country which 
nas embarked on the experiment of 
economic planning on the basis of adult 
franchise. In other countries like the 
United Kingdom, we had limited 
franchise and economic development. 
In still other countries, we have had 
totalitarian rule and forced labour. 
But this is the first country which has 
embarked on a new experiment and 
exactly because it has embarked on 
this experiment, it should carefully 
plan and programme. We should not 
hesitate to throw overboard ameteu-
rish experiments in finance, some of 
which represented too much of an 
overdose, if necessary. 

After all, we should not be squea-
mish about the reputation of indivi-
duals. What is important is that we 
should look to the welfare and pros-
perity of our country. 

Sbri M. R. MaBan1 (Ranchi-Eut): 
Mr. Deputy-Speaker, in the course of 
the debate on the Life Insurance Cor-
poration Funds, the Finance Minister 
was good enough to express some con-
cern about what would happen to me 
in business if I were to follow the 
principles which I suggested to him 
arising out of the Chagla Commis-
sion's report. As I listened to the 
Finance Minister making his budget 
speech and read the papers which 
were circulated to us on that day, I 
wondered whether the Finance Minis-
ter would not have been better advi-
see' to reserve that concern not tor 
the business future but the business 
present of the Government of which 
he is the head. 

I felt that perhaps that concern was 
more called for by the state of affairs 
to which the finances of this country 
had been brought under the steward-
ship of this Government of which the 
Finance Minister has been the head. 

Now, this budget is a little unfortu-
nate in the sense that, along with the 
capital deficit left uncovered, there is 
alIa a revenue deficit which we have 
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been unable to cover. This combina-
tion of two deftcits is not indicative of 
a sound state of affairs for the business 
of the country. But, apart from that, 
I will not rely on alarmist reports or 
on outside criticism. I will rely on 
the facts set out in the Economic Sur-
vey for 1957-58 which Government 
have themselves circulated. I havE 
read this report more than once with 
the greatest care and interest, and I 
would like to congratulate whatever 
group of honest and efficient officials 
prepared this, because substantially it 
tells the truth. It gives the facts. 
That truth is not very palatable; that 
truth does not make very pleasant 
reading. 

My friend Mr. Krishnaswami has 
already cited certain parts of this sur-
vey to show the unfortunate state of 
affairs in which our ftnances are to be 
10und today. But, at the risk of 
stressing this a little, I would like to 
read two or three passages from this 
survey to show just what the position 
is in regard to certain aspects of our 
economic life. 

At page 18 the Survey deals with 
inftation. Some satisfaction has been 
expressed tha t prices have stopped 
rising or fallen somewhat. But the 
Survey goes on to say that: 

"Despite the slight fall in prices 
in recent months, and despite the 
relative improvement in monetary 
trends noticed above, the economic 
situation is basically one in which 
there is a continuous pull, on 
balance, in the direction of infta-
tion," 

At pages 6 and 17 the sur\'ey refers 
to the unfortunate food situation. On 
page 3, it refers to the slow down in 
industrial advance. It points out that 
this slow down is shared by both pro-
ducer and consumer goods. Then it 
goes on to say: 

"In a number of industries such 
as sewing machines, bicycles, elec-

tric lamps, pig iron, finished steel, 
caustic soda, ammonium sulphate, 
concrete pipes and storage bat-
teries, production either levelled 
off or declined during this year." 

On page 11 it refers to the sad drop 
in our exports. On page 8, it rders 
to the drop in the value of equities 
to the extent of 25 per cent, anQ 
points out that: 

'capital issues during the year 
were Rs. 27 crores as compared to 
Rs. 35 crores in 1956." 

On pages I, 9 and 17, it refers tc> 
the calamitous drop in foreign ex-
change. On page 17 it goes on to dis-
cuss the drop in domestic savings ana 
on page 20 it says: 

"The yield of public loans 
amounting to Rs. 213 crores in the 
ftrst two years is below the Plan 
expectation of Rs. 140 crores a 
year. Small savings, which were 
estimated to yield Rs. 100 crores a 
year on an average, will barely 
reach a total of Rs. 120 crores In 
the ftrst two years." 

Then the Survey goes to point out 
how we are shaping our future. It 
says that our present commitments 
will throw a heavy burden on the 
country's balance of payments in the 
period of the Third Plan. This is a 
very important point. 

It has been estimated that our re-
paying the corpus of the loans 
that we are undertaking and the 
interest on these loans at present 
will amount to Rs. 80 crores in 
the last year of the present Plan 
and it will rise to Rs. 110 crores 
to Rs. 120 crores a year in the first 
two years of the Third Plan, and will 
fall a little to Rs. 75 crore~ in 1963-
64. In other words, even before the 
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Third Plan is reached, we will have 
embarked on a liability abroad of 
Rs. 300 crores to be repaid during the 
first three years of the Third Plan. 
Or, as somebody has well put it, the 
first half of the Third Plan has been 
mortgaged already to salvage the 
Second Plan. 

Finally, the Survey goes to point 
out who or what is responsible for 
this state of affairs. It has been al-
leged that these are the pangs and 
pains of development. But the Sur-
vey does not say that. The Survey 
says at page 12: 

"It has been quite clear for 
some time that the development 
programmes under implementa-
tion were causing an excessive 
strain" 

Strain is natural but this is exces-
sive strain-

"on the economy and that it was 
neeessary, both from the point of 
view of internal price stability 
and a more viable position on ex-
ternal account, to take effective 
steps to correet the imbalance .... 
Inevitably, these programmes have 
themselves to be adjusted to an 
extent in order to lessen the ex-
cessive strain in the immediate 
future." 

Again on page 14 the Survey says: 

''The experience in the last 
two years has shown that the 
impact of the Plan on the balan-
ce of payments was under-asses-
sed when the Plan was formulat-
ed." 

These are statements made in a 
document which Government them-
selves wish us to study and believe. 
And I personally find it a credible 
and praise-worthy document, an ob-

jective study. What does it amount 
to? What is it that Government has 
done to the people through the bud-
get of last year and the Plan which 
the budget seeks to fulfil? 

In the first place, while trying to 
raise the standard of life of the peo-
ple, last year's budget has actually 
lowered the standard of life of the 
people, particularly of the middle 
classes, who are the backbone of the 
community and particularly a reser-
voir from which the leadership of the 
country comes and will come for many 
years in the future. 

Secondly, it has endanlJered the 
savings of small people. It has given 
them a lack of sense of security when 
they give money to Government loans 
or post office savings certificates. This 
is proved by the sad fact that the spot 
price of gold has gone up from Rs. 104 
per tola in June 1956 to Rs. 113 per 
tola in the middle of February 1958. 
This means that people arc hoarding 
gold. We have also got an estimate 
that Rs. 35 erores to Rs. 50 crores of 
gold is being smuggled into Indi .. 
annually because of the big gap in the 
internal price of gold which I have 
referred to now and the international 
price, which is only Rs. 66 per tola. 
In other words, large numbers of 
small people, whose savings should be 
and could be mobilised for our deve-
lopment plans, have been scared away 
by our present fiscal policies in to 
hoarding money or sending it under-
ground. 

Thirdly, the budget of last year gave 
a blow to industrialisation which we 
are supposed to encourage. The ex-
ample of the textile industry, one of 
our leading industries, has been refer-
red to by previous speakers. Our 
syste!:l of taxation imposes a premium 
on lethargy, indifference and gives a 
disincentive to those who want to 
work hard, to take risks and to save. 
This is proved by the law of dimi-
nishing returns that has set in where 
taxes are concerned. 
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Now, I am not worrying about big 
business. But I do worry about the 
small entrepreneurs, the small enter-
prises In this country, and there are 
thousands and thousands and lakhs 
of them which, If they were properly 
harnessed, if their energies were pro-
perly channeled, would help us to 
achieve a better society. 

Our efforts, in effect, hurt the small 
man much more than the big man. 
Let me give three examples. Our ban 
on imports puts a squeeze on the in-
termediate trader and not on the big 
importer. It is the small importer 
who is squeezed out by the import 
restrictions rather than the big man. 
Our tightening of currency and the 
squeeze of credit does not hurt the 
big man. He has still his bank con-
nections and gets bank credit. But 
the small man fails to find credit and 
has to cut down his operations or go 
out of business. Finally, the excise 
duties, by reducing the margin 'of 
profit in trade, squeezes out, not the 
wholesaler or the big man, but the 
retail trader, who depends on it for 
his livelihood. 

Then, as Mr. Krishnaswami has 
pointed out, we are imperilling our 
foreign credit, which is very precious 
and dear to us. 

Finally, we are mortgaging our future, 
pawning the resources of our next 
Plan in trying to make this particular 
Plan a success. This is the picture 
that I get, or we get, from the econo-
mic survey, and I do hope that hon. 
Members who have not studied it will 
take the trouble to read it, because 
it gives an Idea of the difficult posi-
tion in which we are at present. 

Now, what does the Finance Minis-. 
ter suggest in his budget? Does he 
take note of the Economic Survey and 
try to carry out its conclusions? Does 
he come to us and ask us to cut down 
over Investment to which the Survey 
refers, to boost industrial production, 
to boost export and to stop deficit 
financing? I find no such suggestions 

in the proposals that are contained in 
this budget. It appears to me that the 
budget completely ignores all the 
symptoms and alJ the danger signals 
to which I have just drawn attention 
by a factual survey of the past twelve 
months. 

It would be imagined that one still 
lives in May 1957 and that nothing 
has happened since we introduced 
certain new taxation measures, excise 
duties, wealth tax, expenditure tax 
and other duties; that we are still 
Jiving at that point of time and that 
we have no lesson to learn and no 
experience to gain from the last 9 or 
10 months. That is why I thought 
that the description given by an hon. 
Member, a former Minister of the 
Congress party in the Upper House, a 
distinguished lady, was a very apt one. 
This is not a pedestrian's budget. This 
is a jay-walker's budget. This is the 
budget of a man who is dreaming all 
the while he is crossing the street, 
impervious to the tootlngs of horns 
and the advance of motor cars, buses 
and trams, impervious to all the dan-
gers which he is Inviting, dreamily 
crossing the street ignoring all danger 
signals and warnings. 

There is another point. It is not a 
dynamic budget, it is not a budget of 
imagination. It is a budget of stagna-
tion. We evidently want the pre-
sent stagnating condition of our eco-
nomy to continue. If we do not, we 
would certainly modify the taxation 
measures. 

The hon. Finance Minister said the 
other day outside Delhi that 95 per 
cen t. of the Plan would be carried 
out. Shri Somani has already said 
from the Congress Benches that he 
thinks that ten to fifteen per cent. 
shortage would result, which leaves 
less than 95 per cent. Shri Krishna-
swamy, on the other hand, docs not see 
how even that much can be done. 
There is a widening gap in the Plan 
and I would like to give som"!! figures 
to show that, leave aside 95 per cent., 
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even 85 or 75 per cent. of the Plan 
may not be capable of achievEment. 

Of a total outlay of Rs. 4,800 crores, 
there were firm resources estimated in 
the original Plan of only Rs. 2,400 
crores and in one way or another 
Rs. 2,400 crores were left to windfalls 
from abroad, deficit finance or un-
covered gaps. 

Now, let us see what has happened 
to the Rs. 2,400 crores. The surplus 
from current revenues, which was 
then estimated in the original Plan 
at Rs. 800 crores, has dropped by 
Rs. 550 to Rs' 250 crores. Public 
loans, which were estimated at Rs. 700 
crores, have come down to Rs' 400 
crores. So, there is a deficit of Rs. 300 
crores. Small savings, which were 
budgeted at Rs' 500 crore., have 
come down by Rs' 235 crores to Rs. 265 
crores. In other words, Rs' 1,085 cro-
res have to he added to the original 
gap in our resources, and the original 
gap in our resources was Rs. 2,400 
crores. Now, we have to add 
Rs. 1,085 crores to it and we get an 
uncovered deficit in our total Plan of 
five years of Rs. 3,485 crores, I.e., 
nearly 75 per cent. of the total Plan 
itself. How then can we complete 
95 per cen t. of the Plan? it simply 
cannot and will not be done. We may 
say that we will do it, but it will not 
happen. 

How do the hon. Finance Minister 
and the Budget propose to cover this 
gap? The hon. Finance Minister very 
cheerfully estimatcs Rs. 125 crores as 
receipts from market borrowing as 
against Rs. 80 crores which actually 
materialised last year. What is the 
reason for us to feel that we will have 
50 per cent. more this time than last 
year, with the same taxes and the 
same economic climate? He estimates 
that we will get Rs. 100 crores a year 
from the small savings. What is the 
story of the last two years? The year 
before last we had Rs. 60 crores. This 
year also we hope to get Rs. 60 crores. 
But let us look at the facts. For ten 
months ot the current year we only 

had actuaIly recovered Rs. 37' fJ crores. 
In the last two months of this year 
we hope to get Rs. 22'4 crores. Why? 
If ten months were taken to get Rs. 37 
crores, why should we he so over-
optimistic as to expect Rs. 22 crores 
in two months? But even if we ac-
cept these figures, why do we think 
that though during the last two years 
Rs. 60 crores materialised, next year 
we will get Rs. 100 crores? In other 
words, I find that out of these two 
items alone, there will be a further 
shortfall of Rs. 95 crores in the cur-
rent year. 

On his own estimate, the hon. Fin-
ance Minister's budget leaves an un-
covered deficit of Rs. 205 crores, which 
is to be met by the issue of Treasury 
Bills. The issue of Treasury Bills 
means the printing of currency notes 
and the depreciation of the rupee. On 
top of that Rs. 205 crores, I say that 
there are Rs. 95 crores of further de-
ficit which he has not shown and 
which is a realistic estimate of our 
expectations for the current year. So, 
during this year, we will have deficit 
finance of Rs. 300 crores. 

When the Planframe was first pub-
lished under the auspices of Professor 
Mahalanobis, honest and able econo-
mists pointed out that Rs. 1,2!l0 crores 
of deficit finance over five years was 
too much. They have been proved 
right by the inflation that has already 
taken place. Axe we going to exceed 
that measure of deficit finance or are 
we not going to do . so? Yesterday 
or the day before-I think it was yes-
terday-the han ... Deputy Minister of 
Finance reassured us in the Upper 
House by saying that he did not think 
that the figure of Rs. 1,200 crores will 
be reached. I sincerely hope that he 
is right and I think we should all sup-

'Port him in seeing that this does not 
happen. But how does this work out? 
I have some figures and I hope the 
han. Finance Minister will correct 
these figures If they are wrong. 

In 1956-57, there was actual deficit 
finance of Rs. 216 crores. In 1957-58, 
there was estimated deficit finance of 
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Its. 275 crores, which, as ShrI Krishna-
'swamy has qulte rightly pointed out, 
has already become Rs. 380 
crores. So, Rs. 596 crores of 
deficit finance has already taken 
place 1n the first two years of 
the Plan. That is nearly Its. 600 crores. 
To that we propose to add this year 
another Rs. 300 crores. So, we get 
Rs. 900 crores. On my estimate it is 
Rs. 300 crores this year, on your esti-
mate it is Its. 200 crores, but my 
estimate, I am sure, will prove right. 
We will be here to see it. We have 
already deficit finance to the extent 
of Rs. 900 crores, leaving only Profes-
sor Mahalanobis' balance of Rs. 300 
crores to be carried out in the last 
two years of the Five-Year Plan. I 
do not know how, in the light of this, 
the hon. Deputy Minister of Finance 
is so optimistic as to think that Rs. 
1,200 crores of deficit finance will not 
be reached at the end of five years. 

What kln(J of budgeting is tnls that, 
year after year, we make false ex-
pectations of ourselves and then we 
get disappointed? Miscalculations are 
human. We all miscalculate, but do 
we not learn by experience? U we 
persist in miscalculations, if we persist 
in erroneous calculations, are we not 
to blame and is the country not liable 
to hold us to account? 

I think the Indian people are big 
enough, generous enough and under-
standing enough to take the truth. I 
think they should be told the truth. 
And the truth is that we cannot carry 
out this Plan as it was originally en-
visaged. I see that at the January, 
1958 meeting of the Supreme Soviet 
of the Russian Government, a dicta-
torship which has not got the roots 
our Government has got, which has 
not got the popularity our hon. Fin-
ance Minister has got, which has not 
got the confidence of its people in the 
way that our Government has-was 
able to tell its people the truth: "As 
a result of proven impracticability 
of the Sixth Five-Year Plan", the 
Supreme Soviet of the U.S.S.R. 
decided on: 

"plans for the development of 
the heavy, light and food indus-
tries, which not only were con-
siderably less ambitious than 
those envisaged in the directives 
of the 20th Party Congres., but 
also involved a slower rate of 
expansion than that actually 
achieved in 1955 and 1956." 

That was in January this year. U a 
dictatorship which rules by terror can 
have the frankness to admit its defeat 
in planning, why should we be so 
prestige-ridden that we cannot admit 
facts? I believe that we can do better 
than them, because we have the love 
of the people and we have the sup-
port of the people which they do not 
possess. 

We all agree on planned develop-
ment: we all agree on an advance to 
a better standard of life. The quarrel 
is not about planning. It is not 
about the objectives of the Plan but, 
as I said a year sao, the quarrel is 
about methods, the methods in which 
we are persisting erroneously. 

I would list just three things on 
which we need to correct ourselves. 
First we have taken up the slogan of 
forced marches, of shortcuts to pros-
perity, which simply do not exist. 
May I remind the House of the pro-
found phrase coined by that great 
Fabian socialist, Mr. Sidney Webb, 
when he talked of "the inevitability of 
gradualness"? There arc no shortcuts 
in nature or in economics. You have 
to work hard. You have got to move 
as fast as you can. 

When I was in Bombay a few days 
ago, I saw a poster on the Plan, which 
said: "Work today for a better to-
morrow." This, I believe, is a good 
slogan and It is a sound slogan. But 
If that slogan had read: ''Work hard 
today for a better day after day after 
day after tomorrow", I would have 
thought It was a bad slogan. Our pre-
sent Five-Year Plan does not promise 
us a better tomorrow. It promises a 
better day in a very distant future 
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or, as somebody once put it; it pro-
mises you "pie in the sky when you 
die." I do not believe that the people 
of India are going to support in the 
long run such demands from a Plan. 
They will want to .ee a better life for 
themselves and their children and 
will not be content to hope that their 
grandchildren will benefit if they 
agree to depress stilI further their 
present standard of life. That I. what 
is happening today. We are trying 
to depress still further the very low 
standard of life of our people on the 
theory that some day the country will 
do better. I do not think that Is a 
possible or desirable stand to take in 
a democracy. 

This country gets more support and 
more assistance from the World Bank 
than any other single institution and 
its President, Mr. Eugene Black, has 
proved by his actions a very great 
friend of this country, because India 
has got more from the World Bank 
than any other country. This is what 
he said at the annual general meeting 
of the Bank only a few weeks ago: 

"People will not voluntarily save 
for tomorrow, if they cannot to-
day see some improvement from 
the investment of yesterday. In a 
free society, there must be a 
balance between rising consump-
tion and rising investment. And 
free governments cannot give in-
vestment an overriding priority 
over all other concerns ..... . 
Governmen t cannot afford to take 
great risks with the food supply 
in order to build steel mills." 

In other words, we are not giving 
any incentive to the people who hope 
to see a better life. 

A cynical friend of mine said, 
talking of the theory of the carrot 
and the stick. Of course you cannot 
in a democracy use the stick. That 
is good; we are all agreed about that. 
But he said that our Government does 
not dangle the carrot before the ani-

mal's nose; it dangles the ~arrot be-
hind the animal's posterior and there-
fore it is not surprising that the ani-
mal moves backward instead of for-
ward and there is a drop in savings, 
drop in industrial investment, a drop 
in industrial production, and food 
shortage. 

The second mistake is the "fatal 
fascination" for steel. We are obsessed 
by steel production. Steel is a very 
important foundation of industriali-
sation, but we can overdo this. There 
are industries which give very much 
quicker results from the same Invest-
ment of capital than steel. Let me 
give some figures to show how badly 
we select the field in which we should 
invest. To make a million ton steel 
plant, you need about Rs. 200 crores 
and the foreign exchange component 
of that is Rs. 100 crores-half. That 
is a one million steel plant. A 
finished production of 750 tons of steel 
yields which thi. plant would give 
you on average about Rs. 45 crore. as 
a result of that Investment and saves 
you about an equal amount in foreign 
exchange. The result is that the yield 
from a steel plant is less than 50 per 
cen t in foreign exchange and less than 
25 per cent in rupees. 

Supposing, instead of investing this 
Rs. 200 crores in a one million· steel 
plant, we were to invest it in one or 
two other things. Our country needs 
fertilisers for agriculture; our country 
needs pesticides and insecticides so 
that the food may not be destroyed 
by pests. Let us see the kind of 
dividend or return our State would 
get if we invest this money in fertili-
sers. Every rupee of foreign ex-
change spent on the import of ferti-
lisers gives you an extra Rs. 2 worth 
of food, i.e. an yield of 200 per cent 
per annum. If ·instead of importing 
steel plants, we had actually imported 
fertilisers, we would have got 200 per 
cen t return instead of 45 or 50 per 
cent. If on the other hand you manu-
facture the fertilisers here, you even 
increase that return further. Similarly 
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on manufacture of insecticides, you 
can get more than 200 per cent return. 
Irrigation, Sir, also gives a very much 
better yield than what we have been 
discussing. So, it seems to us that 
you choose the most capital-swallow-
ing, capital-consuming industry which 
gives the slowest and lowest return 
Instead of using our public money for 
things that give you quicker food pro-
duction and a better base for your 
economy. 

Finally, we come to taxation. Like 
Mr. Krishnaswami, I shall withhold 
detailed comment on the taxation 
proposals till we come to the Finane. 
Bill. But may I point to the pheno-
menal increase in non-development 
expenditure to which we are being 
asked to agree? I am talking of nor-
mal civil expenditure on the civil 
services and so on. That expenditure 
was Rs. 49 crores in 1950-51. In 
1957-58 it had already become Rs. 191 
crares, or four times as much. Are 
we to be told that this cannot be re-
duced? I, therefore, suggest, though 
not going into detail, that a reduction 
of taxation, a repeal of the excise 
duties and a reduction of some of 
the new taxes imposed Jast year-is 
very much called for, if we really 
want to advance fast towards our 
goal. 

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

Shrl M. R. Masanl: Finding the 
way in which the Treasury Benches 
are packed at the moment, I do not 
suppose what one says here carries 
very much weight or will be listened 
with whatever little attention it may 
deserve. 

Mr. Deputy-Speaker: That will be 
read from the Debates. 

Shrl M. R. Masanl: The Govern-
ment with its huge majority can 
certainly push through this budget or 
any other budget. It is also claimed 
that the people of India support the 

Second Five Year Plan. Do they re-
ally? I would, like to question this 
flat statement that the people of India 
support the Second Five Year Plan. 

There are many ways in which 
people can vote. Lenin once said of 
the Russian armies which retreated 
from the battle-field leaving the Ger-
mans in control that the Russian sol-
diers "voted with their feet". They 
did not need to cast a ballot. Indian 
citizens also from time to time vote 
outside the ballot boxes. 

The shortfall in our small savings 
over the last two years is a very in-
teresting pointer. There are millions 
of small people in this country who 
have been saving and investing, whom 
we desire to invest in small savings. 
If they do not do it, does it not mean 
that th"y are casting their vote? 
Does it not mean that every Indian 
citizen who has his savings, who does 
not invest them in spite of the small 
savings drive, who buys gold instead 
or hoards that money, is voting on 
the Second Five Year Plan? Would 
you consider his vote to be a vote in 
support of the Second Five Year Plan? 

Our peasants are accused of hoard-
ing and we pass Ordinances to try to 
squeeze grain out of them. Every 
peasan t who refuses to part with the 
entire surplus grain and prefers to 
keep something for himself and his 
family because we will not give him 
consumer goods at a fair price is also 
in a way voting against the Second 
Five Year Plan. Every businessman 
who would have started a new busi-
ness but gets despondent and throws 
up his hands, as many of them do, is 
also voting aga'nst the Second Five 
Year Plan. And there are thousands 
and thousands of middle-class people 
in our country, men and women who 
grumble at the rising cost of living 
and are often heard to say foolishly: 
"How can things be worse under com-
munism?" Many of them have said it 
personally to me and I have argued 
with them. I am Bure there are other 
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hon. Members who also have the salIW 
experience. Are they also not pre-
paring to vote against the Second 
Five Year Plan? 

Therefore, let us not assume that 
the common people of the country 
support thi"!! Plan. It is true that at 
election time you go with the tri-
colour; you go with 'the mantle of 
Mahatma Gandhi; you go with the 
great personality of the Prime MIn-
Ister; and you raise all kinds of senti-
mental and extraneous iS3ues and 
you get the votes. fheretore, to j lIml' 
from that to the conclusion that every 
citizen who votes for the Congress 
Party, has voted for the Second Five 
Year Plan is to miscalculate the real 
feelings of the peo,>ie. Those feelings 
are shown, from theic own pErsonal 
experience, by their investment or 
non-investment, hy what they buy 
or do not buy, and by the fact whe-
ther they sell the grain or keep the 
grain to eat, and so on. I suggest that 
this way of voting, the economic way 
of voting, is as importan t and signi-
ficant as the political vote. 

We can only draw attention'to these 
facts. Our voice may be brushed 
aside, but there is one thing that 
numegcal majorities cannot brwh 
aside and that is the laws of econo-
mics and sound finance. Those who 
violate the laws of economics and 
sound finance, even if they have huge 
majorities are putting themselves in 
peri\. Unfurtunately, they also put 
the countTy in peril, 

Shrl A.oka Mehta (Muzaflarpur): 
Mr. Deputy-Speaker, this time the 
budget has to be assessed in the con-
text of the economic survey that has 
been placed before us. The economic 
survey has been rightly profusely 
quotlod on the floor, but according to 
me, the key sentence of the survey 
i. given at the end. The survey con-
cludes by saying: 

"The Indian economy has en-
tered a dilllcult phase of deve-
lopment." 

This i~ the key sentence of the survey 
and it is for us to decide how we are 
going to face these dilllculties. The 
two previous speakers, Mr, Krishna-
machari. , . (Laughter)-I am sorry 
-Mr, Krishnaswami and Mr, Masani 
have advised us to the manner in 
which the difficult position is to be 
met. Well, I believe Mr. Masani is 
probably right when he says that a 
large number of the people in the 
country would vote in favour of such 
a retreat. The question that this 
House has to consider and the leader-
ship of this country has to decide is, 
would it be wise, would it be advis-
able just now, after having done 80 
much, is this the time when we should 
beat a retreat? 

15 hrs, 

Sir, it is nO use talking about laws 
of economics. We have got to talk 
about the laws of economic growth. 
The laws of economic growth are 
somewhat diflerent from the pedes-
trian laws of economics; not that they 
can be washed out of existence, they 
are there. But they have to be view-
ed from a diflerent context, they have 
to be looked at in a diflerent focus. 

Preetsely what happens is this. An 
under-developed country, in the inWal 
period of what is known as "take off" 
has to put in some special eflort. 
Simultaneously two forces are work-
ing: the forces of growth which in 
their tum provoke or release counter-
vailing forces that pull the economy 
towards status quo. It is out of these 
rival pulls that the economy has ul-
timately to, what is picturesquely 
called, take off, When you Bre in an 
aeroplane you are prepared to put the 
belt round yourself; you tie yourself 
to the seat, because that is where 
the danger lies. Likewise, for any 
country that is engaged in B great 
effort at economic development there 
is an initial period which is of a cru-
cial character. And the next two or 
three years Bre of a crucial character, 
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That is why I said that for India the 
next two or th",e years of economic 
development are like the "Battle for 
Britain", what it was for Britain dur-
ing the last war. 

Therefore, how are we going tp 
approach the whole situation? Are 
we going to approach this crisis a. 
the Treasury Benches are doing in 
an indifferent manner? 

Sbrl C. D. Pande (Naini Tal): Our 
support is there. 

Shri Asoka Mehta: Not by this 
cavalier indifference which you all 
show. And in the country, naturally, 
after all, only an inspiring and deter-
mined leadership would evoke the 
people. That is the kind of spirit that 
is needed. And it will not come forth 
if on the ona side the Finance Min-
ister gives us the kind of budget that 
he has given, the Leader of the Oppo-
sition makes the kind of speech he 
h:t.; m'-lde, and the rest ot us are also 
merely trying to throw our weight 
on the side of preventing the plane of 
economic development from taking 
off at all. 

A lot has been said about inflation. 
Everyone talks about inflation. Of 
course, there is inflation. But may I 
invite your attention to this very 
interesting study that wa .. made a 
few months back by a journal about 
which there can be no question when 
i( gives a report of this kind-The U.S. 
New. and World Report? It gives 
the drop in the purchasing power of 
money from 1947 to 1957. Almost all 
the important countries in the world 
are there. Of the 22 important coun-
tries listed here, it needs to be re-
membered that barring Switzerland, 
India's record is the best. Every 
other country In the world, In the 
last ten years, has experienced far 
greater inflation than we have expe-
rienced, barring the rare exception of 
Switzerland, as I said. But what 
needs to be remembered is this. In-
flation is bad if it leads to stagnated 
economy; If it merel, saka the ec:o-

nomy with inflation it is disastrous. 
Bu! if inflation releases the dynamism 
in "the economy, if it propels the pr.o-
ductive forces further and forward 
there is nothing to be worried about it. 

In Britain, for "Instance, the priee of 
money is down by 38 per cent but 
production Increased much more. In 
spite of the increased production 
prices are down by this much. In the 
United States, prices are down by 20 
per cent, but look at the phenomenal 
increase in production there. In spite 
of the phenomenal increase of pro-
duction there, the prices have increas-
ed to this extent. Price increase i. 
inevitable' In certain circumstances. 
Care has to be taken, safeguards haw 
to be provided; but we shall be un-
true to our people if we permit our-
S1!lves to be scared away by this kind 
of scare-crows that are being put up 
all round. 

Then about the Plan, how big the 
Plan should be? It is very difficult 
to decide whether Rs. 4,800 crores or 
Rs. 4,200 crores is the correct figure. 
I do not know. But there is a criti-
cal minimum effort that is necessary; 
and in regard to that critical mini-
mum elTort, ultimately a competent 
body must come to the conclusion 
that this much has to be done if we 
are not to slip back into stagnation. 
The bigge'St danger for India is that 
we are now allowing ourselves to 
stagnate. Our population and ur-
banisation are growing at a rapid 
rate. Every year the urban popula-
tion increases by 2· 5 per cen t for 
every 1 per cent increase in our 
population. How are we going to 
look after that unless in the next four, 
five or ten lIftrs we can somehow or 
other induce the people to put in the 
determined efforts that are needed? 

Then I come to re-phasing. Wilen 
the question of re-phasing comes, It 
it is a qUe'Stion of husbanding or c0n-
serving our resources, I can under-
stand, it may have to be looked at 
favourably. But part of it i8 coming 
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because we are not able to keep to 
our schedule. We are told that there 
will be power shortage in Eastern 
India and as a result it will have a 
direct impact upon our railway trans-
port. Because, the capacity of our 
railway transport is to be increased 
by electrification. And the electrifi-
cation will not go through according 
to 'SChedule. Because the transport 
facilities will be adversely affected, 
there will be a multiplier effect, a 
whole chain of adverse effects will be 
set off. Why has the D. V. C. not 
been able to keep to schedule? What 
is needed today is not a kind of fron-
tal attack on the Plan, "Cut down 
the Plan, cut down the Plan", but to 
find out why things are going wrong. 
That is where I expect the Treasury 
Benches to be far more alert: where 
aTe we going wrong, how can we set 
it right, what precisely are the 
things to be done in order to produce 
the best efforts that we as a people 
are capable of at this, what I consider 
to be, the supreme hour of trial for 
our country. 

Likewise, in regard to development, 
we find that whatever development IS 
taking place is in highly organised 
sectors. The small sector is not 
catching up and responding. The 
reason may be, as Mr. Masani said, 
that the people are voting against the 
Plan. I do not know. But the fact re-
mains that industrial estates are not 
growing; the fact remains 
that our small-scale industries 
are not developing; the fact 
remains that even our subsidised 
housing ~chemes are not moving for-
ward. Where are the things going 
wrona? The subsidised housing 
schemes for which the Union Gov-
ernment is prepared to provide both 
the grant and the loan components, 
why is it that aven they are not deve-
loping fast enough? These are thing. 
that really need to be looked into, and 
not a kind of a direct frontal attack 
on the Plan as a whole. 

When we come to the budgetary 
policy, we are told that what is needed 

is increatred productivity and that 
the savings are vital. But, as haa 
been pointed out, surprisingly the 
revenue budget itself, the revenue 
accounts of the Government are in 
the red. The net capital formation,. 
by the Central Government is lower 
io 19118-59 as compared to 1957-58. 
The net capital formation through the 
Central Government registers a 
lower rate of increase in 1958-59 than 
was registered in 1957-58. Well, 
people have paid considerable atten-
tion-and I am happy to find it-to 
the economic survey. May I suggest in 
all humility' that equal attention be 
given to the Economic Classifications 
that has been given to us only yes-
terday? 

Sir, the problem is, as has been 
rightly posed, that we shall have to 
spend a bout Rs. 2,300 CI'ores to 
Rs. 2,400 crores in the fourth and fiftb 
year of our Plan period. Our capa-
city to have deficit financing has de-
clined, that cushion has worn thing. 
And we must be prepared for reduced 
imports and stepped up exports, witb 
the result that there will be some kind 
of a price push in our economy. It is 
to meet such a situation that budgetary 
policy has to be conceived. I am sug-
gesting this new tax be levied or that 
tax be levied. Nor is it necessary for 
me to suggest that there has to be ar., 
intensive drive towards economy. But, . 
the entire machinery of production in 
the country has got to be thoroughly 
looked into and properly graded up. 
Unless that sense of urgency, that 
sense of awarness is imported in to 
our economy, we cannot progress -
whether it is the private sector or the 
public sector, makes no difference. 
This is not the occasion where every-
one should come forward and say, how 
are my difficulties going to be met, 
how are you going to see that I get 
the kind of incentives that I need. If 
you are engaged in the battle for the 
Plan, the battle for the Plan hu ~ 
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fought with a sense of national unity 
and determination. That, I say, the 
Treasury Benches are least interested 
in evoking in the country. 

I would like to say that we have set 
up an integrated tax structure on 
capital. The integrated tax structure 
on capital with the Gift tax has 
!lacome complete. 

What is now needed is some kind of 
a uniform nation-wide valuation 
authority. The necessity for an ade-
quate valuation authority was felt as 
early as 1950 by the Local Finances 
Enquiry Committee. Even for the pur-
poses of local ftnance, it was felt that 
there should be a national valuation 
authority. Today, such a common in-
tegrated valuation authority is far 
more important if we are to get the 
full advantage of the taxes on capital 
that we have set up. A developing 
economy will inevitably be inflation-
charged and the share of profits is 
bound to increase at the cost of other 
elements in the economy, because, it 
is the essence of development that the 
share of profits will go up. Therefore, 
to the extent that there is the private 
sector-the private sector may be 
necessary for a variety of reasons-
those profits have b~en properly looked 
after. Either those profits have to be 
taken away in the form of taxes 
which means that the tax policy will 
have to be severe-it may hurt--or 
there has to be a sound investment 
policy, a properly developed invest-
ment jacket into which the profit, 
which the private sector will be per-
mitted to make, will be put into. I 
cannot understand how, in a develop-
ing economy any responsible represen-
tative of the private sector can 
com~ forward and say, I am opposed 
to these heavy taxes and I am equally 
opp06ed to an investment policy. You 
have to choose between the two. If 
yOU desire that the tax policy should 
not be as restrictive as it appears to 
somE:' Members of the private sector, 
then, they must agree and they must 
be prepared to sit down with the Gov-
ernment and work out a proper invest-

ment polley, where also proper atCOunt 
will have to be kept and audited. No 
one can escape both these prongs, the 
prong of investment and the prong of 
taxation. 

Likewise, a developing economy, U 
I said, is. inevitably an inflation-
charged economy. There 11 elW&)'1 • 
tendency to enjoy the ownership bene-
fit at the cost of use benefit. Why is it 
that we have to go In for State trad-
ing? I had 'an opportunity, a small 
opportunity of working on the Food-
grains Enquiry Committee. There, we 
found that because the economy is 
inflation-charged, there is a tendency 
on the part of certain sections of the 
people-not because they are bad; that 
is inevitable under the circumstan-
ces-to go in for stockpiling, or hoard-
ing, if you want to use that word. That 
has to be prevented. That cao be pre-
vented only if necessary counter-
measures are taken. If counter-mea-
sures are not taken ownership benefit 
is so much greater than the use benefit 
that the tendency will be always to 
cling to ownership benefit. That is why 
some institutional devices have to be 
organf.>ed. I am anxious that my 
friends who are opposed to some of 
these policies should try to under-
stand the problems that we have to 
face whenever they have any criti-
cisms to offer. If those criticisms are 
offered in the light of the problems as 
they really exist, we shall benefit 
much more by the criticisms. 

The next point that I would like to 
make is about foreign aid. About 
foreign aid, a lot has been said-we 
have bartered away the Third Plan, 
we have done this, we have done that. 
These difficulties are there. I believe, 
here again, it would be wrong on 
our part to sa,. that in the Third Plan, 
whatever steel we produce, we are 
going to export. Today, we need 4 
million tons of steel for our develop-
ment. In the Third Plan, we will 
need more in order to Improve our 
tools and techniques of our economy, 
without which higher productivity is 
not possible, without whieh all the 
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[Shri. Asoka Mehta] 
profound and deep-seated sympathy 
that we feel for our common people 
is meaningless. We shall need more 
steel and we shall have to use it. But, 
what do we find? 

We r.mst be prepared to take a 
fairly long. term policy on foreign 
loans and foreign assistance, for a 
period of 10 or 15 years. 

Shrl Ranea (Tenali): Even longer. 

Shrl Asoka Mehta: Even longer. We 
shall have to depend upon foreign 
loans. Even to repay the foreign 
loans, we shall do it by borrowing 
further loans. Foreign loans will in-
creasingly become a smaller and 
small", component in the larger 
and larger production of wealth 
in our country. You have 
to view these things in a certain 
perspective. If you only look at it, 
and say in the Third Plan we will 
have Rs. 150 crores, that is a small 
bania attitude. If a big country has 
to develop, all the world over an opi-
nion has to be created that those for-
tunate countries that had the privilege 
of developing themselves earlier, have 
a responsibility towards an under-
privileged and unfortunate country 
like ours. We, in our turn, after 15 
years, when We have developed, shall 
be generous enough to give out of 
our surpluses for those that have need 
for it, for the onward march of huma-
nity, so that a nobler life may become 
possible. This is a matter in which 
what is needed is the requisite courage 
and understanding. I believe the world 
today is hungry for that kind of 
understanding provided there are men 
who can go to them and talk to them 
with the needed courage and vision. 

I find that our monetary policy is 
fairly good. It is run with a firm 
hand. But, what about our budgetary 
policy? As has been pointed out, 
look at the economic survey on the 
one hand and the Budget that has been 
presented. I just do not understand 
how the two things are reconciled. 
If we are entering on a difficult situa-
tion, if we have struck a rough patch 

in our economic development, what 
precisely is wanted? What is going 
to be done? You can look into the 
Budget pages and never get an ans-
wer. 

I am surprised that we have no 
price policy. The agricultural sector, 
therefore, has to bear the entire brunt 
of it. During the First Plan, as Shri 
Ranga knows very well, because of 
fall in prices, the agricultural sector 
lost to the tune of Rs. 1,000 crores in 
one year. I am in favour of rational 
price policy. The agriculturist must 
be assured, as other sections of the 
people must be assured, a certain 
rational price policy. In return, I 
believe,-I think Shri Ranga will 
agree with me-that we would be 
entitled to go to the agriculturist and 
say that he will have to make a great-
er contribution than has been asked 
from him so far towards mobilisation 
of the resources for the d'CveJopment 
of the country. We dare not talk of 
putting further burden now because, 
in live years we knocked out of his 
Income Rs. 1,500 crores-Rs. 1,500 
crores lost in th'C air, went up into 
smoke. If this amount of Rs. 1,500 
crores had remained with him and out 
of that if Rs. 150 or Rs. 200 crore. had 
come to our coffers, we would be 
having a far more sensible economy 
than we are having today. While so 
many tears are shed about those who 
are engaged in the private sector, the 
biggest private sector in the country, 
the agriculturists, J hope, will not be 
ignored. 

ShrI Ranga: It is a separate eco-
nomy. 

Shl'.i Asoka Mehta: What about wage 
policy? There is a small point to 
which I would like to invite attention 

.before I go to that. In an economy 
like this in which we are engaged, 
there is always what is called an in-
flation-favoured sector and an infla-
tion-penalised sector. The Govern-
ment alone is spending Rs. 240 crores 
on building and construction, the sec-
tor in which this money is spent is an 
inflation-favoured sector. I would 
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like to know from the Finance Min-
ister whether his tax collecting autho-
rities have ever bothered to find out 
whether those who get this sum of 
Rs. 240 crores are paying the neces-
sary amount of taxes or not. Tu 
collection is not a question of merely 
sItting down and writing a few _ 
counts here and there. You have to 
be on the look-out which are the in-
flation-favoured sectors in the coun-
try, what amount of profits are made 
and how you are going to scope them 
out, what are the penalised sectors, 
how you will go to their assistance and 
see that they do not suffer more than 
is absolutely necessary for the needs 
of development. 

I come to the wage policy, and I 
come to the wage policy for the very 
simple reason that the Government of 
India and the various commercial 
un~rtakings that are carried on on 
behalf of the Government of India 
pay something like Rs. 490 crores a 
year in salaries and wages. 

What precisely is our wage policy? 
Some time back, as a result of tripar-
tite deliberations, it was decided that 
the wage policy should be need-based, 
that everyone should get a wage, 
every worker should be given a wage, 
which would .atisfy his needs. The 
needs have nil been catalogued-so 
much of food, clothing, housing and 
all the rcst of it. It would be a 
wonderful thing if we can give our 
people need-based wage, but then we 
must decide that it must be given only 
by a few industries, steel or textile 
industry or whatever it is. Or, are 
we going to favour the employees in 
a few favoured industries and say 
that for other employees we shall not 
give it? And if you decid .. to give it 
to your employees, your bill of Rs. 490 
crores will be raised to Rs. 700 erares 
straightway. Where do we stand? 
What is precisely our wage policy? 

I have been a trade unionist for 
many years, I have devoted long years 
in my life to what little service I 
could render to the working class, but 
I am not prepared here to come and 

argue, take up a brief on behalf of 
this section or that section of the 
people. My duty and my responsibi-
lity to this House and to this country 
is to look at the complex economy 
as a whole, and ultimately be able to 
tell the people what is possible and 
what is not possible. It is not pos-
sible for us to give them the need-
based wage. We arc spending Rs. 490 
crares, we are not in a position to 
raise it to Rs. 700 crorcs. 

Then I would like to ask of my 
friends in the private sector, thoae 
who represent the Federation: with 
what face can we go to the working 
people and say that these taxes need 
be reduced? The rich have to be given 
more incentives, expenditure tax 
should be removed. Why can we not 
cut down our expenditure so that we 
shall not come within the mischief of 
the expenditure tax? 

One more minute, Sir, and I have 
done. You have been very generous 
to me. There is no reference in the 
economic survey whatsoever to em-
ployment. It is amazing that either In 
the Budget or in the economic survey 
there should be no reference to em-
ployment. 

The employment problem is a very, 
very difficult problem. I wish it was 
as simple as my friend Shri Dange 
tried to make out. This question of 
employment has been treated in a 
brilliant manner recently by Dr. Rai, 
and I hope that some of the able 
analyses that he has offered there 
will receive the attention of the eco-
nomic experts of the Government. 

Dr. Rai in the course of the three 
lectures that he delivered in Cairo 
came to the conclusion that though 
a large rate of investment undoubted-
ly affords more revolving employment, 
the emphasis on building up produC!!r 
goods industries limits the scale of the 
immediate increase in the sedimented 
employment. It is here that, as he 
has argued the two constellations have 
to be 'wak.hed together-the conotel-
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[Shri Asoka Mehta) 
lation of new development, the large-
scale development that is taking place, 
and the constellation of traditional 
occupations that may be breaking 
down. 'nle whole process of develop-
ment is that the traditional fabric 
begins to disintegrate and a new 
fabric gets evolved, and it is during 
that intervening period that all these 
problems come up. 

As I said we are in the midst, in 
the heart and core of that crlSls 
where, as I said, the biggest and the 
greatest problem of take-off confronts 
us. If the Prime Minister is going to 
look at the economic situation, as he 
said, in a pedestrian way, then I say 
he has already taken a defeatist atti-
tude. It is only by giving up the 
pedestrian attitude, it is only by feel-
ing that here is a battle for the Plan 
which is as great and as grim as the 
Battle of Britain in which the people 
of that great country were engaged, it 
is only in that mood, that determina-
tion and unity of purpose that in the 
next three years we can become the 
masters of the situation. 

I am sorry the Prime Minister was 
not here when I was speaking. I am 
not sorry about that, because he is 
very busy; but I am sorry that the 
Prime Minister, in spite of the 
tremendous prestige that he commands 
and the opportunity that he possesses, 
is facing this crisis in a half-hearted 
way, is facing this crisis, if he will 
permit me to say so without being 
misunderstood, in a weak_kneed 
fashion, and that to me i. a tragedy 
for my country and a tragedy for my 
times. 

Shrimatl Tarkeshwarl Sinha 
(Barh): Following the Ideas of my 
friend Shri Asoka Mehta, I would also 
like to say that our Plan, or the 
Budget as it has come, has been 
presented at a time when the shadows 
of depression are over it, because it 
has come at a time when our Second 
Plan is passing through a very, very 
dillkult period. 

As it happened, even before it 
began properly or got into full stride, 
the Second Plan came into a very 
difficult situation, and I think the 
whole of last year, and even today 
from the speeches of Shri Masanl and 
other friends in this House, the whole 
of this climate in this country has 
been characterised by the diroums-
tances of such difficulties and problems 
for this Plan and also by the constant 
discussions and differences and the 
debate as to the feasibility' of carrying 
it out to its original scale or by the 
thoughts on the desirability of prun-
ing it to a very big extent. 

Also now I hav!' heard some voices 
being raised in this country which 
feel that this Plan is nol going to 
fulfil the targets of even Rs. 4,000 
crores, that it will be much below the 
expectation of even Rs. 4,ClOO crep-es. 

I think this wave of agonizing 
appraisal of the Second Plan which 
we were having in 1957, and today, 
lends, I am afraid, very little credit 
to this country as a self-rcliant and 
enterprising nation. It is also a reflec-
tion, a very serious reflection on ,>ur 
capacity to progress in the face of 
circumstances which are not as suit-
able as might have been desired. 

YeL, it is important to note here and 
I would like to take Shri Masanl with 
me when I say it, then even the 
planners were themselves quite 
conscious of the troubles that lay 
ahead. They themselves knew that 
there was going to be a difficult time 
during the Second Plan because of the 
pains of the society to make this 
nation into an industrialised nation. 
And that is why the planners them-
selves left a big gap of foreign 
exchange resources and other gaps-
an unfilled gap. 

Now I ask why this country has 
shown such a demoralising depression 
about some difficulties that we have 
been facing. I think it is not at all 
proper for this country. !l shows our 
weaKness of character to succumb to a 
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crisis of conlldence. From the papers 
you read, from the speeches made 
herE on the 1I00r of the House it 
seems that everybody la facing thla 
crisis of confidence at th" very first 
sight of diftlculty. What are the 
difficulties, I just want to osk. 

It is one thing that we have to be 
cautious-we have to be cautious 
aboui our difficulties, we have to meet 
OUI' problems in a brave manner as 
Shri Asoka Mehta pointed out-but it 
is another thing to get tllis psycho-
logical feeling of a crisis, this 
demoralising effect of the economic 
crisi~ in our country so m1Jch so that 
we have started thinking, at least 
some sections of society have started 
thinking, that this Plan ,s going to 
fail. 

I think I would really IIsk a ques_ 
tion of Members like Shri Masani and 
Shri Dang'.'. Shri Dange's speech I 
do not mudl care for because it was 
all a propaganda speech with no 
sub.tancl'. and really I was sorry that 
the ieader of the Communist Party 
should come to the House and speak 
on the Budget in the manner he spoke. 
I am really sorry for him. But Shri 
Masani is supposed to know the eco-
nomic background of the situation, 
and he is a student of economics. I 
would like to ask him this qu,,~on: 
really what does he want, how does 
he want us to approach this planning, 
the whOle thing? Does he really and 
seriously believe that the Plan pro-
gre.s is incompatiable as he has said, 
that this country has voted no confi-
dence in this Plan? Does he really 
b~lieve that we have left off our 
belid and faith in this democratic 
planning? Does he really think that 
this crisis is an index of II strange 
lack of self-confidence in our own 
capabilities, and that this nation faces 
these difficulties with fear, with com-
plliCP."CY, with doubts and with 
demoralisation and also refuses to get 
over them? Or do my non. friends 
really conclude that the situation 
obt.a;ning today presages a failure of 
democratic traditions in India, becamre 
the failure in planning means a faUure 

in the democratic traditim.. and ill 
the democratic faith in thill countryT 
I do admit and I do agree that there 
are some doubts, and genuine doubts, 
and there are some fears, and genuine 
fears too expressed in this House a. 
well as in this country about the 
Plan and about the difficult situation 
in regard to foreign exchange. But I 
want to ask them this simple question. 
Have they really made a correct as-
sessment of the whole situation? Have 
they not realised that this so-called 
crisis of confidence is a crisis, not of 
stagnation, but according to Shri T. T. 
Kri'lhnamachari, a crisis of develop-
ment? 

There is a big difference between 
the crisis of stagnation and the crisis 
of development. Why do Shri M. R. 
Masani and others forget this fact 
that this crisis is bound to come when 
planned economic development is 
taking place? It has been faced by 
every other country. The fact that 
this crisis came into this ~ountry and 
the country started facing a difficult 
situation was due to the fact that the 
pace of the Second Five Year Plan 
became much swifter than what the 
planners themselves had anticipated. 
In the first two years of the Plan, the 
progress has been so swift that we 
have come into this difficult situation 
thut we are in today. 

There are two most cdtical ques_ 
tions that arise out of this, and two 
most important situations that we 
faced during the past months and that 
we ore facing right now. One is the 
rapid depreciation or denuding of 
India's foreign exchange resources, 
and the other is the alarming infla-
tionary pressures that were evidenc-
ed in the economy of this rountry for 
the past few years. Both of them 
were the direct result of an accelera-
tion in the pace of planned endeavours 
and planned disbursements. They 
we.e bound to happen because of the 
gaps in our SOCiety and because of 
their capacity to produce an imbalance 
in certain sectors. of scarcity in 
certain sectors and surpluses in 
certain others. So, these things were 
bound to happen. But I think this 
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[ShriJ:nati Tarkeshwari Sinha.] 
crisis was the dir<!Ct re3ult of our 
having planned econmy, planned 
endeavours and planned disburse-
ment. All the same, I do agree that 
that made conditions difficult. 

Coming to the first problem, namely 
the problem of the foreign exchange 
situation, I believe it is now under 
som~ control. Again, so far as the 
inflationary pressures also are con-
cerned, I think the situation is very 
much under control, if not under 
superlative control, at least very much 
under control. But I think, though 
this nation as well as the outside 
world realise sufficiently that the 
Sccol1d Plan has run into a stormy 
weather, yet sufficient realisation or 
regard has not been paid to the many 
favourable developments that have 
been taking place in our economy and 
in our Plan. Their doubt;! and their 
fears do not represent a olear under-
standing of India's economy or a clear 
pitcure of our Second Fivc Year Plan. 
The foreign press and the internal 
press have played up this feeling that 
the Plan has run into difficulties and 
that is responsible for the f~eling of 
demoralisation or depression that has 
come in the country, and I think that 
can only be overcome if we Members 
of Parliament assert this 1I.ct that the 
Plan can be implemented only on the 
basis of an under-tone of self-
co"ftdence and by arriving at certain 
conclusions on that basb, and also 
looking backward to the silver linings 
that have been coming itl our dark 
clouds. Very bright silver linings 
have been coming in our dnrk clouds 
for the past few years. Though we 
are facing difficulties, still there are 
certain things that indicate that this 
Plan is not without its brighter 
aspects. 

The first aspect that I would like to 
bril.g to the notice of this He use, the 
first redeeming feature that we should 
take note of wh'e1l we are talking of 
our economy. is our !=uccess in check .. 
ing the rise in prices. As Shri Asoka 
Mehta has pointed out, L"is rise in 
pric~s in our t'D'Ultry is much more 

commendable; if we comp~re it with 
the lise in prices in other countries 
of the world, I think it is much more 
corr.mendable, especially in the light 
of the relative failure of the other 
industrially advanced countries of the 
world in tackling the problem of 
inflation. To have halted infiation is 
itsell quite a significant development 
and a heartening achievement. But 
its significance is all the m<>re increas-
ed in this country because in an era 
of planned expansion, there is always 
the likelihood of recurrent and 
frequent exposures to mfiationary 
forces, because of the cyclic character 
at ~hortages and surpluses in parti-
cular sectors in our economy. For 
instance, we have surplu. in certain 
sectors. 

For example, as Shri Asoka Mehta 
ha3 pointed out, agriculture has been 
on~ of the most difficult subjects to 
tackle. Sometimes, when We want 
the production to increase, it does 
increase, and sometimes, when we 
want to stabilise the prices, the prices 
do fnll; but without any conscious 
el"ort on the part of Government to 
mak~ the prices stable, they fall, 
beca USe the whole construction 01 
society and the whole economic dis-
bursement are such that th"re are 
cerf.~in sectors of society where 
surpluses are bound to c)me because 
of planning and there are other 
scclors of society, where, whether we 
like jt or not, whether we want it or 
not, scarcity would prevail. So, when 
we want to balance our economy, 
somc of thC!<e forces come up and 
unbalance the economy. Therefore, 
this possibility of infiation rising Its 
necl. again and again is II leal possi-
bility in a planned econoL'Y like ours 
with so much of inequ:>.hty in the 
difiercnt sectors, and with ~o much of 
invquality between the production 
and surpluses in one sector and the 
scarcity in other sectors. 

Evm then, looking into the figures,. 
who do we find? Shri A.ok" Mehta 
has given some figures, but I have got 
a little more statistics about this 
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mlltte·r. Looking into the cost of 
Iivin£ and the price index of various 
countries, it can be .aid that during 
the period 1948-53, the pric~s in India 
wcre much lower than in most other 
countries of the world. While prices 
in Canada rose by 24 per cent., in 
U.K. by 45 per cent, in France by 58 
per cent, in Australia by 62 per cent, 
we find that prices in India rose only 
by 20 per cent. That means that we 
conducted our economic affairs in this 
country with much more stability in 
society than most other advanced 
c"untries of the world. 

"'.gain, coming to the period 1953-
57, we find that prices in India have 
risen much more slowly than in U.K., 
U.S A., France and Australia. I think 
our prices are much below what 
prevr.il in most of the Latm American 
<cuntries. So, it goes to the credit of 
Ihis nation that the price. in India 
have risen only by 5 pcr cent a. 
against 7 per cent in U.S.A. and 11 
per cent in U.K. 

I quote these figures j ". t to show 
thlt the overall picture or our eco-
"lomic policy is very sound. I admit, 
howEver, with Shri M. R. Mr..ani, that 
there are certain gaps. But those gaps 
arc bound to be there because this Is 
such a vast country with vast prob-
lems. I do not think any ether coun-
try in the world has got as many 
problems as we have in India, all 
kind. of problems such as political, 
economic, social and psych"logical and 
so on. We have been faced with all 
these problems, and all these problems 
bavc a direct effect on our planned 
economy and on the prog'I"Pss of our 
Plan. Therefore, I feel thr.1 whatever 
achievements We have to our credit 
nre achievements worth praising and 
worth feelin g proud of. 

And we must also recognise how 
we have Io""n able to work out this 
stabilisation in prices, be<'3use our 
inflntion is of an entire:\" different 
na!llIe as compared with the in1Iatlon 
p evailing in other parts of the world. 

The whole inftationary pressure here 
In India takes a different trend 
allogether; looking to our economic 
situation, looking to our background,. 
who t actually we must do is not to 
check the money supply in this 
country or to decreaee the total 
money supply in this country, but to 
e~,ercise selective monetary control 
hcre and there, by which we can 
equalise our economic status, our 
economic development and our eco-
nomic sector to make it go This was 
rcalised, and very rightly, by the 
Reserve Bank of India. In conse-
quence, they issued a circ'llar to the' 
different scheduled banks not to lend 
money in those sectors Yo' here the 
speculative possibility is very pre-
valent, and also not to divert money 
or make it available to those sectors 
which are unproductive by their 
ver~' nature. The Reserve Bank also 
insisted that in respect of commodi_ 
ties of which in future also there 
might be shortages or any fear of 
shortages, bank advances or bank 
credit should not be made. 

I do not really say that the whole 
crux of the problem has been solved 
by this selective monetary control or 
selective credit control. But I say 
that it Is undoubtedly a fact that 
selective credit control as exercised by 
the Reserve Bank of India has borne 
fruit especially in the case of cotton, 
sugar and textiles. We can say this 
with happiness that selective monetary 
control as devised and implemented 
by the Reserve Bank of India 
adequate." took care, and will take 
car., of the Indian brand of inftation 
-th~re is a difference betwcen our 
ir.flationary pressure and the overall 
inflotionary pressure" prevailing in 
other industrially advanced countries 
or the world. 

It hardly needs to be mentioned 
that the import controls that we 
exercised during these few months 
have not given diffidence. Credit 
should be given to this policy for 
suddenly and swiftly changing the 
whole import Imbalance-checking the 
lituation arising out of the imbalanee-
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in fhi' payments position-and I think 
~l can be said that the Indlllll Govern-
nlent were very prompt in that. They 
-were quite prepared, and they have 
·be.n prepared, to take measures to 
:>1"rest this unfavourable balance of 
trade. I think on the basis of 
statistics we can say that imports 
have decreased becau~e of this policy. 
So I think so far as our import policy 
j. concerned, it has proved very suc-
cessful. 

The third significant development 
ill t,ur economy_nd Shri M. R. 
Masani is well aware of that-is the 
<p,rowth of banking in India. I think 
that i. one of the important institu-
tion. in this country that should grow 
for a proper planned economy. The 
whnle economic planning is so much 
inter-connected with the growth of 
tanking in India that it is really a 
mattH to feel happy about, that our 
lJanking system has shown a very 
delinite growth. 

It was quite obvious that with dis-
bursements of such large_scale 
resources in our planned econmy in 
cur country, the deposits of scheduled 
:bank" were bound to rise. 

I would like to quote the figures. In 
1954-55 deposits with banks rose to 
Rs. 184' crores; in 1956, they rose to 
Rs. 181 cmr".; and in 1956, there has 
been a spectacular increase to R. •. 280 
-crores. 

But there is one anomaly, and I 
would bring it to the notice of the hon. 
Minister. On the one hand, bank 
-deposits have increased to a very very 
great extent; on the other, a major 
1'ortion of that deposit or even a sub-
stantial portion of that deposit has 
not come into gilt-edged investment. 
I do not know why Government so far 
bave not been able to give confidence 
10 the bankers or to banks to invest 
that money in gilt-edged securities. 
For that, I must say Government are 
at fault. Government's policy has not 
><0 far been firm, as it should have 

been; it has not been so stable and 
attractive as to attract depositors to 
deposit money in gilt-edged securftles. 

But one redeeming feature is that 
the Government of India took cogni-
sance ot this loophole in the bankin, 
structure. The ftrst step they took was 
to issue a special 36 per cent 1962 
loan. The success of that issue-mark 
you-was mainly due to the fact that 
it did not affect the prices of other 
issue. What was happening was that 
Government policy was such that no 
attraction was given to investment in 
gilt-edged securities because invest-
ment in gilt-edged securities meant 
that the prices ot other issues were 
bound to be affected. One of the im-
portant factors that has to be taken 
cognisance of is that this loan did not 
affect prices of existing issues. That 
was why this loan was taken in a 
fortnight's time-it was tully covered 
in a fortnight's time. 

If this is an indication of the 
borrowing policy of Government, then 
I have every hope that in tuture Gov-
ernment's borrowing policy is going 
to be very sound and it marks the 
beginning ot the borrowing policy of 
Government from a 'dictum ot 
strength'. 

Here I would like to say a word 
about small savings. The small sav-
ings campaign has shown such a poor 
result. I think a real and imagina-
tive scheme of small savings should 
be evolved. I think It I. one of the 
black spots Government planning that 
the small savings are tailling and taI-
ling and falling. In this planned eco-
nomy when you want to make the 
country self-confident, this fall is 
showing a very bad state of affairs in 
the whole economy. I think Govern-
ment should take it very seriously 
that this fall in small savings is really 
a lack of confidence in government 
propaganda and government machine-
ry. Government are not taking up 
the small savings scheme so seriously 
as they should. 
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I would just make this submission 
tQ Government: please do not neglect 
the small saving. campaign. The small 
savings campaign goes to the very root 
of villa,e lite. If it doe, not show 
self-confidence, it it does not show 
that bullion feeling, if it does not 
mow encouragement, then I am sure 
it will affect the real mentality and 
psychology of the villager. That is a 
very important point to consider. 

I just want to say a word about 
taxation. I will take two minutes-
you have been very kind to allow 
me so much time. The budget this 
year did Dot come with very high-
fiown taxation as Shri S. A. Dange 
expected, but if he had really cared 
to study the tax structure of India, 
he would have felt very satisfied that 
this buget has evolved a new and 
scientific tax structure in the country. 
This was the fulfilment and cultima-
tion of a scien tific tax structure in the 
country, because in the second year 
of the Plan, I think we have more or 
less completed our tax efforts for the 
Second Five Year Plan. It has got a 
great significance because the whole 
fear of vagueness about taxation, what 
is coming next year? what is coming 
.. ext year? is bound to go down. It 
will create additional self-confidence 
1n the public sector and the private 
_ector and in the mind of the com-
munity that no big tax composition 
was coming in future. 

Secondly, it has also shown to the 
world that we have faced the situa-
tion, in spite of the fact that 
last year's taxation became unpopu-
lar. We have had to face crIti-
cism from all the sectors; the 
Communists were not satisfied, the 
private sector was not satisfied, and 
we were sandwiched In between the 
two sectors. Still I think it does cre-
dit to the Government that they did 
come with those taxation proposals. 
It bas created a feeling that even in 
spite of the unpleasant situation and 
complication, we have boldly brought 
forward a tax structure which is very 
procressive and which is very sclenti-
ftc in its nature. 

One redeemina: feature ia that this· 
is an indication to the private sector' 
that the next years will be very stable 
so far as taxes are concerned. 

With these words, I once again say 
that now it is time for Govemment, 
to bring a new confidence in the coun-
try. We must not really be demora-
lised by the challenge that has been. 
thrown 10 u~ by the Second Five Year 
Plan. Problems are there, difficulties 
are there, the foreign exchance re-
sources problem is still there very 
alive. Even so, we must meet our 
challenges; we must not be overcome' 
by them. 

Therefore, 1 would conclude by say-
ing .... Mr. Deputy-Speaker, I find: 
~ou are ringing the bell. 

Would you not allow me to finish. 
my sentence" 

Mr. Deputy-Speaker: If the hon .. 
Member does not like to listen to four 
rings of the bell, how can I allow her 
to contiune? 

Shri Tyaci: There should be some' 
chivalry. 

Shrl Bameshwar Baa: After the' 
brilliant expositions by my hon. 
friends, from the otherside of the 
house Shri Asoka Mehta, Shri M. R. 
Masani and Dr. Krishnaswami, will 
you permit me to make a few pedes-
trian observations, even thouflh. they' 
may sound half-hearted and weak-
kneed. 

Shri Asoka Mehta ha. hghtened our' 
burden on this side of the House, for' 
he has himself justifted the Govern-
ment's policy of planning. develop-
ment and finance, even though he 
accused us of not takia" our work 
seriously. 

While discussmg the budiet propo-
sals last May, I drew attention to the' 
growlna: Imbllliance In our economy .. 
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A balanced development of the indus-
trial and agricultural sectors, of capi-
tal and consumers' goods production 
and of rural and urban areas has to 
be positively planned, as otherwise 
planning becomes only a collection of 

_ schemes and does not lead to inte-
grated development. While we conti-
nue to inject crores of rupees into 
our economy through developmental 
expenditure on projects which would 
come to fruition in 10 or 15 years, 
there is little corresponding emphasis 
on the creation of goods and services 
to immediately absorb the extra money 
that we are putting into circulation. 

Mr. Deputy-Speaker: Order, order. 
There could not be more than one 
Member standing and talking. 

Shri Ramesbwar Bao: Both in our 
agl'icultural as well as in our indus-
trial projects there appears to be a 
disproportionate emphasis on the long 
tl'l'm projects. This has already 
affected the price structure and the 
economy has begun to feel the strain. 
Unl"s. this imbablance is corrected 
through positive planning, the very 
compulsions of industrialisation will 
di . tort our economic and social struc-
ture. 

This year's Budget brings nO new 
surprise.. The Gift Tax is but a lOgi-
cal finale to last year's Wealth and 
ExpendIture Tax. However, there 
may be' differences over matters of 
detail, such as whether the donee or 
the donor should pay the tax, etc. 
We will have ample opportunities of 
discussing these matters but the con-
clusion is difficult to escape that we 
have more or less reached the limit 
to the vertical expansion of our taxa-
tion and capital available in the higher 
income brackets for investment in in-

,dustry apparently is becoming extre-
mely limited. This would Inevitably 
mean a greater burden on the State 
for industrial investment. But If 

,direct taxation cannot yield any grea-
ter returns, hOW WIll the State lind 

',the resources necessary for further 

development? Foreign loans can aostst 
but 1 am afraid that would only be 
a partial solution. Can the base of the 
tax structure be widened? I am afraid 
this will mean an increasing burden 
on the middle and lower income 
groups 'which It is di1IIcuit to adv~ 
cate. In the alternative will the State 
be tempted into monopollsl1c com-
mercial and Industrial undertakings to 
skim away the surplus available 
through higher prices? This latter 
course may set our economy In the 
direction of economic centralism which 
would be most ]Jnhealthy. 

I am not suggesting any reduction 
in direct taxation at tne moment 
because in any case a major part of 
the capital required for' development 
will In future have to come from tnose 
sections which the present taxauon 
has not seriously affected. 1 mean 
the upper middle and the middle In-
come groups. The present rate ot 
taxation has only affected the very 
top brackets ot Income. In addItion, 
I believe, ' it will be absolutely and 
urgently necessary for us to overhaul 
our tax collecting machinery, 

There are various loopholes whiCh 
continue in our tax col\ection sysler" 
which, if properly blocked, could yield 
good results, It is generally accepted 
that if those who are liable to pay 
direct taxes pay them, we should be 
comlortably placed for funds. l!:v1!l1 
after blocking these loopholes m our 
tax collecting system, it will still De 
necessary to gather and canalise the 
surplus purchasing power that ow' 
development programme is placing In 
the hands of different sectors of the 
people. 

This can be done in two ways. 
either through indirect taxation or 
through small savings. Any further 
indirect taxation at this stage would 
certainly be a very great burden ana 
very unwelcome too. However, smaIl 
saving. should be possible but small 
saving. need not necessarily mean oiily 
the national savings certlfteate., annui_ 
ty certiftcates, treasury saving depoal.t 
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certificates and post office savings. It 
should be possible, and I believe it is 
possible, to directly canalise small 
savings into industrial undertakings as 
the recent experience of certain pri-
vate p<l'omoters such. as the reputed 
industrial concerns like the A.C.C., 
Guest. Keen and Williams, national 
Carbon, Hindustan Lever, Imperial 
Tobacco, etc., go to show and that 
when the capital market was depress-
ed. The same can be attempted for 
and through nationalised undertak-
mgs. We have in the past thought of 
public sector undertaking as purely 
State-owned corporations. I feel we 
should now tryout another model for 
public undertakings or corporations 
where the Government, while retain-
ing the controlling interest, say sixty 
per cent of the share capital, and also 
n.~tam1ng tht:' control over manage-
ment, would offer the remaining 40 
per cent of the share capital to be 
subcrJbed by the people. This would 
most certainly tap the middle Income 
group 5avings. There may be a fur-
thor limitation that no individual 
should subscribe to these public un-
dertakings more than a certain limited 
amount. This has been tried in the 
past and I see no reason why it should 
not he tried out agaIn. 

In such corporati0ns, while the Go,,-
"rnment would run the industry like 
CI nationahsed undertaking, the 40 per 
cent share-holding of thc public would 
facilitate the selection In proportion 
to the boards of directors non-officials 
who can cuntribute their judgement 
and experience. This would have the 
additional advanbge of reducing the 
immediate financial burden on the 
Slate while giving a feeling to the 
people that th"ey are directly sharmg 
and assi<ting in the industrial growth 
and prosperity of new India. Recent 
experience goes to prove how neces-
sary 11 IS to temper Government 
management with public vigilance. 

Planning turther pre-supposes a 
balanced development of the country, 
even geographically speaking. I am 
afraid that even In this limited sphere, 

the Plan under execution does not do 
jmtice to itself. Areas which were 
predominantly industrial seem to 
continue to grow while areas which 
were backward without industries 
continue to be neglected. Does it not 
seem ironical that such a large State 
like Andhra should go without one 
single new industry of basis impor-
tance worth the name in both the 
First and the Second Five Year Plans? 
Even the fertilizer factory which was 
scheduled to be given to Andhra was 
diverted-it was found necessary-to 
another place. Are we to conclude that 
factors other than pure economic con-
siderations led to this change? I take 
this example from Andhra not because 
of any parochial interest but purely 
to indicate that this type of planning 
should be avoided. i':ven in terms at. 
money Invested, if we look at the 
varlOUS areas the country, it would be 
fOWld that there are certain areas 
which have received dlsprOpOrtlonate-
Iy larger Investment in the First and 
the Second Five Year Plans than 
other areas In the country. I shall 
avoid defining these areas geographi-
cally for the present. We all know 
what this type of development led to 
in othcr countries. which are now 
trying to right this wrong. When 
these countries developed they did not 
have a 1'lannin£ Commission. The 
development was not planned. I do 
not see any reason why we should not 
now avoid these mistakes. 

16 hrs. 

These are varjous aspects of our 
mixed economy which in my view 
need our serious and earnest conside-
ration. Even though we support the 
budget proposals, we do hope that 
Government would consider these 
aspects and make necessary altera-
tions in their scheme of things. 

Shri Ragbablr Saba! (Budaun): 
Mr. Deputy-Speaker, Sir, I have no 
hesitation in saying that the Budget 
which was introduced in this HOUR 
on the 28th February has given a 
sigh of reliet to the man in the 
otreet, because the hon. Finance 
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Minister has only given notice of 
introducing the gift tax and no other 
tax. 

Sir, I am not going into the merits 
of the gift tax, but I shall only con-
fine myself to saying that if the gift 
tsx is introduced it will touch only a 
very few persons in the country. 

The fact of the matter is that the 
entire country had been groaning 
under the heavy taxation that was 
introduced last year. It is true that 
this taxation was for facilitating the 
implementation of the Plan. There-
fore, Sir, while speaking on the 
Budget we will have to measure it by 
some yardstick, and the yardstick 
could only be whether this Budget 
take, us towards the socialistic pat-
tern of society, and how far does it 
help in the implementation of the 
Plan. 

So far as the Plan is concerned 
there can be no two opinions about 
its excellence but the only question 
that weighs with us is, where are 
the wherewithal and whether we 
have got sufficient resources to 
implement it. In this Budget we find 
that a total provision of Rs. 734 erores 
has been made for the implementation 
of the Plan; that is, Rs. 123 erores In 
the Revenue Budget and Rs. 621 
crores in the Capital Budget. But, 
along with this we shall have to take 
note of the fact that in the current 
year's Budget an overall dellcit of 
Rs. 284 crores has been provided, 
which according to revised estimates 
has gone up to Rs. 380 crores. 

We shall have to go into the causes 
of this bill deficit. It is said that a 
drop of RB. 20 crores In the estimated 
budget receipt of RB. 80 crores has 
taken place in the small savings. 
Secondly, external assistance which 
was expected to be to the tune of 
Rs. 1110 crores is now expected to 
amount to Rs. 105 crores only. 

So far as external assistance Is 
concerned, we have got no control 
over It. Despite our efforts we have 
been getting external assistance only 
to a limited extent and not to the 
extent which we expected. Certain-
ly, we cannot make a grievance on 
that score because it lies in the hands 
of other countries. We are really 
grateful to the verious countries who 
have come lorward with generous 
help to us. It is expected that we. 
might get more assistance. But the 
problem for us to consider is, what Is 
the trend that we have notiaed in 
receiving these small savings. Sir, 
wi'th your permission I would like to 
quote a lew sentences from the 
Economic Re"iew dated 1st March, 
1958. Dealing with the trend ot 
small savings it saYSl 

"The Small Savings :Movement 
seems to have suffered a dis-
tinct set-back and there is every 
likelihood of not even 50 per 
cent. of this year's collection 
target being fulfilled. This is dis-
quieting in view of the strate-
gic role assigned to Small Sav-
ings under the financial scheme 
of the Second Five Year Plan." 

Then it goes on to say: 

"While all these measures ar" 
increasing evidence of the Gov-
vemment's detennination to leave 
nothing unexplored to reach the 
target of Rs. 500 crores, there 
seems to be something basically 
wrong with the whole approach 
of the movement. For instance, 
last year's collections were almost 
entirely made up of savings fronl 
urban areas though· rural areas 
are in fact the more potential 
sector. What is needed is some 
sort of an educative drive in the 
rural areas which would infuse 
consciousness among the vi11a-
gers that they were equal part-
ners in the great endeavour of 
building the country and that by 
saving a little for the Plan. they 
would perform a patriotic duty.-
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These are very appropriate 
remarks that have been gIven In re-
gard to the trend of the small savings 
in the country. 

Now, it is really something which 
must cause us to think why small 
savings have shown such a disappoin-
ting reault. As it have been pointed 
out in these notea, there seems to be 
something basically wrong with the 
whole approach of the movement. 
This year the target has been placed 
at Rs. 125 crorea for small savings, 
but looking at the history of the 
small savings for the last two or 
three years this target seems to be 
unattainable altogether. 

If we look into the causes for such 
a disappointing result, it will be 
found that the main cause for thIS 
poor result In the small savings Is 
that people on the whole are not 
development-minded, people on the 
whole do not look upon this Plan as 
their own. They do not feel enthus-
ed over it. It is something which 
they think is an imposed One. We 
have got splendid achievements dur-
ing the First Five Year Plan period. 
We have got splendid achIevements 
during these two years of the Second 
PIa.... period. But, do :Jeople in the 
country know regarding those 
achievements? There are our power 
projects, there are our river valley 
projects, there are our steel projects 
and there Is our shipyard. Do people 
know that these thlnrs exist In our 
country? Very few people have 
actually seen them at those places. 
This Is our mISfortune, and that I. 
why people have not taken as much 
interest In the Plan as they should 
hav". 

Sir, I may here mention that the 
Balwantrai Mehta Committee's report 
in regard to community development 
has very categorically stated that moat 
of this work that has been done in the 
communIty development scheme Is an 
official show. The other day, when 
the Minister of Community Develop-
ment was speaking on the floor of this 

House, he made a candid admission 
with regard to the fact that the non-
official co-operation was not fortll-
coming. Let US admit frankly that 
even with regard to the other items 
of the Plan, non-official co-operation 
and non-official enthusiasm are not 
coming to the extent they should. So, 
the first need that we should attend 
to is to create enthusiasm In the peo-
ple and to make the people Plan-
minded so that they may be able to 
pay taxes gladly and not under a 
sense of duress, so that they may be 
able to save and be able to deposit 
the money in banks, for, when need 
arises, the Government may make use 
of all those funds for the implemen-
tation of this Plan. 

According to my humble thinking, 
this lack of enthusiasm is due to the 
excessive cost of living. I know that 
the Government is anxious that the 
price level should come down. In 
the brochure that has been supplied 
to use there is some mention about the 
price levels and we also note with 
some satisfaction that the tendencY 
for the prices to rise has been given 
a halt. But that is not enough. My 
difficulty is whether the Government 
has got a clear mind with regard to 
what are the stable prices. I feel that 
there has been no clarity on this sub-
ject. The Asoka Mehta Committee 
recommended the stabilisation of pri-
ces. Very good. But, at the same 
time, the prices should become reason-
ably low. 

For instance, at the preaent moment, 
we find wheat selling at the rate of 
two seers a rupee; rice selling at the 
rate of Rs. 32 a maund; sugar selling 
at the rate of Re. 1 a seer. These are 
certainly not reasonable prices. These 
are exorbitant prlcea, and the entire 
middle class is groaning under the 
weight of this dearness, and these pro-
hibitive prices. We shall have to take 
note of this and we shall have to take 
a warning from the incidents that 
occurred last year. There was the 
Posts and Telegraphs strike and we 
know how hard put our Government 
was at that time to just control ,hat 
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strike. The railway employees were 
threatening that they would go on 
strike. There are the labour troubles. 
There might be a thousand and one 
reasons for these threatened strikes, 
but one of the reasons is that there 
is prohibitive cost of living, excessive 
cost of living. People cannot alford 
to pay so much, and therefore, there 
is this lack of enthusiasm. 

If we want that our Second Plan 
should succeed, if we want' that all 
these taxes, however high they may 
be, should be paid by the- people 
gladly, in the most patriotic manner, 
then, at least their bare necessities 
should be made available to them at 
reasonable rates. By all means, tax 
the luxuries; impose more taxes on 
motor-cars; impose more taxes on 
radios; impose more taxes on other 
luxuries, machinery etc. But at least 
the bare necessities should be avail-
able to the ordinary people on reason-
able prices. 

It is a matter of insult and disgrace 
to our country that we should be 
importing foodgrains from other coun-
tries in large quantities. It is a mat-
ter of disgrace; it is a blot on us. 
Still we have to do it. Now, I quite 
agree, and endorse the remarks of the 
hon. Finance Minister when he says 
that there is something lacking in the 
sense of urgency, that there is some-
thing lacking in the sense of discip-
line. The exact words that he Ilsed 
were. 

"I have no doubt in my mind 
that these targets are not beyond 
our capacity provided there Is a 
Bense of discipline and a sense of 
urgency in the country". 

Why should not these targets have 
been achieved by now? We shall 
have to face facts and we shall have 
to admit where we have failed. 
Really, these remarks apply to the 
States. They have not shown that 
amount of urgency and that amount 
of awareness. Had they shown suftl-

cient amount of awareness and sulH-
dent amount of urgency, we should 
have had more of food production and 
we should not have been under the 
compulsion of importing so much of 
foodgrains from outside. 

I am sorry to note that in this bud-
get there is very little increase in the 
community development grant. I 
think that although it is very neces-
sary that the entire country should 
concentrate on raising more of food-
grains, at least the community deve-
lopment areas which are spread all 
over the country should concentrate 
all their attention and make an exam-
ple of it by showing that in all those 
areas more foodgrains are produced. 

I find from the budget that only 
Rs. 3.86 crores have been added to the 
current yearls revised estimates in 
regard to community development, 
welfare of Scheduled Castes and the 
development of backward areas. Now, 
if you take only the community deve-
lopment, it would come to about one-
third of this amount. If you want 
that the commUl;' y development areas 
should concentrate more on raising 
more foodgrains, then certainly more 
funds should have been allotted to 
them, because the community develop-
men t areas have got all the resources, 
and all the wherewithal to produce 
more of foodgrains. They have got 
better seed to distribute; they have 
got funds for financing the small irri-
gation schemes; they have got the 
technical personnel and also good 
manure. All these things could have 
been mobilised to see that more food 
crops are raised in the country. 

Although the core of the Plan has 
been defined, in my humble opinion, 
the core of the Plan Is that the peo-
ple should become development-mind-
ed; that the people should be enthus-
ed; that the people should consider It 
to be their own plan and the bare 
necessities should be available to them 
at cheap prices. 
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Last but not least, I have to thank 
the Government for having included 
the Rihand scheme in the core of the 
Plan. I am very grateful to the Gov-
ernment of India for having made that 
concession. 

Sbri Naashlr BharIIcha: Mr. Deputy-
Speaker, Sir the Prime Minister 
characterised the budget as a pedes-
trian budget. But I think the pedes-
trian is rather a tired person, plodding 
his weary way to a goal which is still 
far distant. One would have liked to 
share the burden, but we on this side 
are always dubbed as destructive 
critics and, therefore, we are help-
less. 

An Ron. Member: Not all of them. 

Shrl Naushlr Bharucha: If we exa-
mine the trend of revenue, as has been 
pointed out by some of the han. 
friends, it will be noticed that prac-
tically in all major heads of revenue 
there is a diminishing return. Cus-
toms have gone down by Rs. 16 crores. 
Remember that last year we imposed 
duties on no less than 404 articles 
under the Tariff Scheduled-more 
duty on 404 articles and less revenue 
by Rs. 16 crores. That is eloquent 
commentary. Union excise duties 
have gone down by Rs. 7 crores, 
after imposing additional excise duty; 
wealth tax has gone down by Rs. 3 
crores, tax on railway fares by Rs. 2.2 
crores, posts and telegraphs by Rs. 1l 
erores and so on. 

What does this story of diminish-
ing returns indicate? The revised 
estimates of revenues for 1957-58 
were Rs. 724 crores and in the budget 
year the revenues are estimated at 
Rs. 770 crores, an increase of Ra. '8 
crores. I ask this Government that 
when In a year this Government 
Imposed taxation to the tune of Ra. 108 
crores more, it did not get the antl-
eipated revenue, today In this budget 
when they are going to increase taxa-
tion only by Ra. 6 crores, where do 
they expect the additional revenue of 
Rs. '8 crores to come from? Do they 

expect that the major heads of reve-
nue will yield better results? Can 
customs yield better results when our 
imports are restricted? When we do 
not permit imports to ftow in more 
freely, when the foreign exchange 
position is more complicated, we can-
not expect any relief from this source 
of customs. After the imposition of 
the union excise duty on 404 articles, 
if we cannot get more revenue, how 
could we expect to get it now? I do 
not know how. 

The hon. Prime Minister has cal-
culated the deficit at Rs. 27 crores. 
But I have not the least doubt that 
this deftcit will be in the neighbour-
hood of Rs. 75 ~rores to Rs. 80 crores 
and in November we shall have a 
suplementary budget to bridge this 
gap, which will be widened by then. 
Rs. 75 crores to Rs. 80 crores is the 
real deftcit on the revenue account, 
and we shall have to have a budget 
in November next in order to bridge 
that gap. 

I have already explained to this 
House the magnitude of the Five Yea,' 
Plan, even on the reduced scale of 
Rs. 4,800 crores, which we have got 
to assume to be the figure. Here we 
are handicapped by the fact that still 
we have not got the clear picture as 
to really what the Second Plan is. 
We do not know what is the hard 
core. We do not precisely know 
which projects have been Included 
and which will be abandoned. Let us, 
therefore, proceed on the assumption 
that the size of the plan will be Ra. 
4,800 crores. In the current year we 
are going to spend about Ra. 1,017 
crores, which will mean that within 
three years we have reached only half 
of the plan target, that is to say, Rs 
2,400 crores. So, we have to spend 
more thBn R.. 1,200 crores In the 
fourth year and another Rs. 1,200 
crores in the ftfth year. 

Where are we going to get this 
money from, nobody knows. That is 
the crux of the problem. It Is no use 
preaching to us that this Is the crisis 
of conftdence. We are not people who 
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will entertain foolish optimism. Opti_ 
mism is of two kinds-optimism of 
the prudent man and optimism of 
the fool. We will not entertain the 
optimism of the fool. 

Let us consider what is actually 
going to happen. The hon. Prime 
Minister estimates that from market 
borrowings we will get Rs. 145 crores 
and Rs. 100 crores from small savings; 
Even on the slightest reasoning can 
anyone say that this is a reasonable 
expectation? If all these years we 
have never reached the target of 
Rs. 80 crores how will you reach the 
RI. 100 crores target when everything 
show a downward trend, when reve-
nue shows a downward trend? That 
is an optimism which I cannot share. 

We are depending on the foreign aid 
for our Plan to such an extent that 
if that aid had not come in time, our 
Plan would have crashed. We have 
received aid from U.S.A., U.S.S.R., 
Japan, France, Germany, Canada etc. 
Here I would beg to dil'ler from my 
friend, Mr. Dange. I want the Houot' 
to associate itself with the sentiments 
expressed by the Prime Minister, that 
we are grateful to those countries. 
It is an illustration of the innate good-
ness of human nature, which trans-
.,ends all national boundaries and 
ignores dil'lerences based on political 
ideologies. 

Let us see what should be done 
about this. Foreign aid we are going 
to get, but on a very limited scale. 
The foreign exchange problem is 
pressing. Government has taken cer-
tain steps to husband the foreign 
exchange resources. We have amend-
ed the Reserve Bank of India Act even 
beyond the limits of prudence to get 
hold of whatever assets we eBn. We 
have slashed the imports. We are try-
ing to build up our exports. We are 
arranging priorities, more or less on 
a scientific basis, for the spending of 
foreign exchange. 

But I ask; how long is this going to 
help us? Our foreign exchallge 
resources, which stood on 31st Decem-
ber at Rs. 298 crores, are still being 
depleted at the rate of Rs. 12 crores 
to Rs. 15 crores per mensem, which 
means that today they stand in the 
neighbourhood of Rs. 250 crores. It is 
an achievement that we have not 
fallen over the precipice but we are 
still sliding on the slippery slopes. 
If that is a consolation, Government 
might have that consolation. But that 
way the foreign exchange position 
cannot be solved. 

This is going to be a difllcult year. 
To my mind, the fourth and fifth years 
will be difficult years, because we 
have got huge uncovered deficits, we 
have got tight foreign exchange pos;.-
tion, we have got increasing defence 
expenditure, which does not show any 
signs of decrease, we have got critical 
food situation and we are far away 
from balancing our capital budg"t. 

With regard to capital budget, one 
word must be said. We are planning 
for a capital outlay of Rs. 412 crores 
this year plus Rs. 362 crores loans to 
the States and Rs. 28 crores for debt 
and a revenue deficit of Rs. 38 crores, 
as it stands. That means, we have got 
to obtain Rs. 835 crores. How do we 
propose to obtain It? The States will 
repay loans up to Rs. 75 crores. 
The small savings will be Rs. 100 
crores; no chance of it being more. 
The market borrowings will be 
Rs. 145 crores; no chance of it being 
more. The external aid will be to the 
extent of Rs. 285 crores. 

As in the case of last year, we have 
been told that we expect to get so 
many crores by way of foreign aid and 
other means. Last year it has fallen 
short by many crores. The same pic-
ture will be there this year also. 
Therefore, the overall deficit on capi-
tal account will, instead of Rs. 205 
crores, be round about Rs. 350 crores. 
I have not the slightest doubt about 
that. 
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That brings us to the question how 
the gap is going to be filled up. In 
C.O simple paragraph the Prime 
Min: ;ter has told us that last year's 
overall gap was filled up to the extent 
of Rs. 275 crores by the Issue of trea-
sury bills. We are told that the total 
treasury bills, by the end of this bud-
get year, will be to the tune of RI. 
1,400 crores. Nobody asks the ques-
tion how you could use this device of 
treasury bills for the purpose of fin-
ancing the whole Plan. Treasury bills 
used to be utilized in the former times 
for clearing temporary loans tor three 
to six months, for treasury bills are 
just IOUS of Government and are 
generally used until after the reve-
nues are collected, as our revenues do 
not come out in a uniform fashion. 

Sbri MohladdiD (Secunderabad): 
May I point out that this device of 
borrowing from the Reserve Bank of 
India on the basis of treasury bms 
was adopted 3~ or 4 years ago, and 
it was, at that time, explained and 
we agreed with that policy and that 
policy has been in force for the last 
four years? 

Sbri Naashlr Bharucha: It Is much 
older than that. The main purpose of 
Treasury Bills is, since our revenues 
would not come in on a uniform basis 
-they come by fits and starts-and 
the expenditure has to flow more or 
less on a uniform basis and sometimes 
suddenly more-to bridge the tempo-
rary gap in the revenue. But can 
this temporary gap increase to the 
tune of RI. 1400 crores? Treasury Bills 
mean that you borrow from the banks 
for two, three or six months. Now 
what i. proposed to be done about this 
R •. 1400 orores, which we have bor-
rowed from the Reserve bank on the 
assumption that it will be repaid 
within three or six months, is that 
we are going to convert them into 
loans of appropriate maturities. It 
is like telling a creditor, "I will repay 
you RI. 1001- within' three months" 
and then pile up the debt on similar 
terms and say, "Now I will convert 
your debt to appropriate maturity 

and pay after ten or fifteen years." 
In other words, it is a unilateral 
declaration of a moratorium. No, 
the Plan is in its bankruptcy, though 
we do not like to acknowldge that. 
Govemment had no right to say in 
respect of the Rs. 1400 crores of 
Treasury Bills that now they shall 
treat it as a debt or a long-term 
loan. We have no right to say that, 
but that is what we are doing. It is 
not going to stop here because the 
capital debt is not going to be to the 
tune of RI. 1400 crores only but much 
more. This is where deficit financing 
through backdoor comes in. My hon. 
friend, Shri Somani, has said that 
there is deficit financing of Rs. 600 
crores. That is downright deficit, 
financing-straight, plain, honest defi-
cit financing. On the top of that we 
are having deficit financing through 
the backdoor and nobody raises any 
objection. 

There is one thing in this Budget 
which oppresses us and that is the 
Defence expenditure. I am one of 
those who would like to join hands 
with hon. Members in making our 
Army, NayY and Air Force strong. 
But I am not sulfering from senti-
mental spasms when Army or the 
security of the countrY is concerned 
and I am not prepared to vote crores 
of rupees blindly. We voted Rs. 50 
crores more last time. Tha t burden 
of Rs. 50 crores remains plus some-
thing more is going to be spent which 
is nothing Ie99 than RI. 298 crores. 
In the revised figure you will see 
that Rs. 300 crores will have been 
defrayed for defence. I am prepared 
to vote even this Rs. 300 crores for 
defence if I were sure that spending 
this amount was going to make our 
armed forces strong. But even about 
that there is no guarantee. We are 
still purchasing aircraft. What type 
of aircraft are we purchasing? This 
House does not know that. Nobody 
knows what type of aircraft are bl'ing 
purchased. We do not know whether 
we are purchasing bombers. We do 
not know whether we are purchasing 
fighters. We do not know whether 
we are purchasing interceptor fighters. 
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We do not know whether we are 
purchasing training aircraft. We do 
not know anything about the type 
of aircraft that we are purchas-
ing. We do not know the cruising 
speeds of these aircrafts. It is usual 
not to disclose military information. 
I am not asking the hon. Defence 
Minister to let me know what is his 
IIrst line strength in aircrafts- inter-
ceptor or lighter aircraft. I am not 
asking him that. I am asking him 
what are his plans for the pattern of 
defence. Today, with the advance 
in scientific technique, the technique 
of attack has completely altered. Mr. 
Khruschev was not a fool when he 
said that bombers and pilots have now 
got to be kept in museums. That 
state of affairs will come, if not today, 
then in three or Cour years--at the 
very most in live years. 

Towards the end of the last war 
there were experimental aircraft fly-
ing at the speed of 900 miles an hour. 
Even if we have them today cruising 
at higher speeds, they are utterly use-
less in an age where attacks come from 
guided missiles-and guided missiles 
travel very near the speed of sput-
niks, not that speed but a little 
lower. There is no defence against 
these guided missiles. Let us be 
clear about it: The fighters will be 
rendered useless. The anti-aircraft 
guns have been rendered totally use-
less. There is nothinK in the world 
that can prevent guided missiles from 
getting there. Then, why are we 
spending this money on aircraft 
which have a cruising speed of 400, 
or 600 miles. They are useless. 
Jet planes are also useless. The 
entire technique of defence has to 
change. Have we to change or are 
we still spending money to buy alr-
crafts to find the last word? It is 
a dangerous thing. 

In the last war, France failed. It 
was subdued in six weeks by Hitler 
in a blitzlorieg with- six million 
French soldiers standing intact with-
out striking a blow on Hitler. All 
that money was spent on 6 million 

people and not a soldier was used. 
A part of the army was used before 
France was overrun. Why? Because 
the French kept on thinking in terms 
of the last World War. And today 
we are spending Rs. 300 crores 01> 
defence thinking in terms of the last 
war. I ask, therefore, what are we 
going to do with that? 

We must discuss in this House 
before we vote Rs. 300 crores for 
defence. What is the change of 
pattern in defence expenditure? po> 
not depend on the Generals, they 
always light the last war. You have 
got to look ahead. Is the· 
Defence Department looking ahead?· 
We do not even know what 
is the position today. We do not 
know what equipment is being· 
bought. I am not asking the hon. 
Minister to tell us how many anti-
aircraft guns he is purchasing. I 
want to know the plain fact whether 
they are still being purchased. It 
has been calculated that in the last 
World War it required something like 
14,000 shells from an anti-aircraft gun 
to bring down a bomber traveJling at 
the speed of 350 miles only. When 
that speed goes up to 15,000 miles, 
what is the sense in purchlllling them? 
I am not getting a reply from the 
hon. Defence Minister as to whether 
he is purchasing anti-aircraft guns. 
What else is he purchasing? What-
ever he is purchasing let him say in 
general terms, ''This is what I am 
purchasing and this is our defence 
pattern." 

The country is spending Rs. 300 
crores on defence but Ie completely 
defenceless in the matter of civil 
defence. How many people are 
there who have got the foggiest notion 
of civil defence? What would the 
tuture type of air attack be? And 
it does not .eem even the duty of 
the Defence Ministry to educate the 
public. Civil defence is a thing 
about which you must shout from 
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the housetops. But he says, "No, 
for reasons of security I cannot tell 
the people how they will defend 
themselves." My own impression is 
that in this age of guided missiles 
there can be no civil defence what-
soever. It is no use wasting money 
on that. 

Shri BaIlP: Then why do you re-
peat that waste no money. 

Shri Naashlr Bharacha: Well, the 
burden of defende expencUt:u:re 
grows. 

Then there is one thing with regard 
to food policy. I have said that this 
country consumes one million tons 
of food grains every week and there-
fore the only thing that I appeal to 
the han. Food Minister is to let me 
have a reasonable estimate of all the 
L"Onsumption that will be there in the 
next six months. 

8hr! Ranp: 108. 

Shri Naashlr Bbaracba: What do 
:you expect to be the production? What 
you expect to be the imports and how 
many ounces per capita and per day? 
But no reply to that also is forth-
coming. 

There are many things on which I 
desired to speak. I have barely touch_ 
ed the fringe vt the Budget. May be, 
when I get other opportunities I will 
speak more about it. But this is a 
type at Budget on which I cannot 
congratulate the han. Finance Min-
ister. 
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'Ii~"IT~ifir.~~'lirt;rq'fm 
O!ty <'!'1T1IT "IT ~ ~ I ;rq'f ffir ~1 
mqr t, 1ft! m ~~, ;WfiI;;f.r ~'fT 
~r ~ ri ti"l"T Ifi:!~ ~ fir. ~ ;rq'f 
t~ 'I(\' 0I1ll t, al fil;q ~ 1If'if, ~ Ht 

'lit <IT lTir ",otV-o,oo,ooo ~ '1ft 
'IiIfi~, If\[ 'Ii~ 1l ~ 'tit <ilftT1ft I 
ifill 'I{l' ~ m "lit ~ fit;!Tr '11iT? 

~ ~ {~fu'rt ~ ~ffi @ f'li 
{t~ ..rr~~~I1T~~ 
'liT ~<rnrr tlll'r <romr, <it1l'T'<'pT 1[00 ~ 
f'li~~ ~~I!T;f'liI'Rf~qr"IT 

~ i ~ trIfTIf tt« 1lI';f, <IT f'" ~~ 
~ if >IITof ;ffi~, #mr ~ if 
1T\'rm:1fI:t~1 ~{ij'~ii'Ii"I[T 
If\[ ;;rTlf'lT fir. If <it ~ q-«~~, If\[ 
~ ~;(t i I .r ~ 7:~'IT 'milT ~ 
fir; <IT ~ ~ ;f'IT U-m t, w ~ 
~'i"ft t I ~om..,.,.~~? 
m <it ,;rm it<rr t I {ij' ~ ..rr <IT 
tj:;ft 011ft G"f~, ~ lJO'Ii ~ firamf ~ 
~ ~t, 1f"Ii 'tit ~m- ~ ~ ~~ 
~~~..nt ~'fi"T1'TI[I~t, f~«
fit;~ ..rr~~mnif~ornrr~ 
mr ~ I ~ f.rnm ~<fi ~ arr 
~ t ~ orar fm 'IilIf if f.rnm ~ 
t, <it 'lilt 'IiTIf 'IirtT ml ~ ~ ~ 
9"Ii"<IT ~ I 

q-If If mrnr ~ Ifr.,.or '!fr 
mil ~.m:If~ 
.-.re If ilU'<f f~ 'Ii"I[T '11iT t ~ 1JIT ~ 
~ ;fu;r;f m ~ ~ ;f 1ft 
~~'lil[Tt I ~..rr~'IT1i 
1I'I[ton:~~I~l!;'Ii ~;f 
~ m ~m:If'IiI[Tf'li~.t 
lTAim ~ '!1 fu'rt <A>fu: 'tit I ~f.l;;r 

~ ~l!;'Ii~~ ~'IiI[~tffit; 
~~ ;f<ITf~'IiI[T, ~~ 
t;ff ~ ~ orttfi ..rr 1[If~ ~.t '!1 fu'rt 
'IiI[T~m ~f.:Il!;f~ornrrm 
:a"l[f.l " .m ~ I If\[ <it u.rr em; 
~ f~ "1'<'1' ~ t ~~! oj; ~on: 
i!ilf{t 'liT "IT ~<fi ~, "f'li~ mm 
I[Ifro m; ~'fT ;ffii:!l!; I ~ {~ iff"! 
'i1tf.r.«l' ~'lir~ ..rrlifv.if 
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[osft ~ ~ 'lTMlIT] 
~'~~iftc~~if.!; ~ 
If~~~ i~!mIl" ~ 
Ifl;;r;rr '!it lIiT1mi£ ~ t I ~ 
Iff;;r;rr <Nt lIiT1mi£ ~~T, ~ f.!; ri 
if ~ '!it 0IT11 ~ <it ri ~ t, ~ 
1f<:~~~~0IT111 

m;;r mer ~'l' '4T "'1ll'if rn ~ 
"'h:~,fttf~~ ~ m 
iIlT ~ of\'o ~ ito Ii; ~ t I 
lIT'il" ""~>fl"~l;fI1I'rnt~ 
~m ~ ~ "lTot <itf.;m; I ~ ~ 
~~1 If<: ~~ ~ ,,;'~~t, ~r If<: ~ 

~~ .'li1ro ~-'ITl!" ~ ~-~ 
~~ ~ ~m1 ij- fullT 
IiffiIT t I ~ lI1l: ~", m ~ 
~ ~r mm ~ 'IiTlf if \'IllTlIT "IT ~ 
tl ~;;it"<'fFf~~~~~, 
~ ij-~ ~ ~ <ro!: ~ ;ron;;mIT 

t I ~ lI1l: "(i!ilI""miIJ<r~~f~lIT 
"IT ~ t I 1J'l Ii;;r.r w-rr ~ 
~ ~ fiI;!mIl" mffll" Iff;;r;rr lfiT 
'fiT1!'Imft' ~ ~ ~ wr;f ri if '!ilft 
~l!Wt ~~ ~~~« 

t,ot ~l1T ~ ;;it """ l[l W t, ~ If<: 
~ ij-~ ~~ I Il'UUIlif 
m mmr ~ Ifl;;r;rr '!it lIiT1mi£ 

~ Ii; ~ ~ ij-l!Ii ~ ~ if f~, 
~~~~ if~ <it~lfiT't-fr 
t, ~ ~ ~iJifT l[l'lT I ~ on;: 't-fr 
'ifI'Il";j1 i!J1T~, ~ (I'SfI44>(UI f~ 

0IT111 ~ ~ ~ (1~lq"'(UI 
f.!i4T 'fIIT~, ~f.t;;r wi <R ~ ft\"I'ffi 
'l{tl[l~t,~~f.!; ~fiI;Ir~ 
(losc}l44>(UI if f.!i4T 0IT11 I ~ ;i'fiI;Ir 
~ '(T~ l[l, m !mil" ~ 
4lJfiIT~~~ ~~"lTm 
tl ~~ iAff ~ ~~if~, 
61f ~ ~ '!it.rom '!iT,ft '!(f 
qTllT "IT ~ t I 'lifT ? ;i''Iff ~ 

~~~~mli;~,ft",
~ ~('1I"I«I(i '!it ~T IiffiIT t, ;;it flI; 
fit;m;jf lfiT ~ Ii; ~ if.....,. 
...m-~~~t~~OT'1Tij

~ m ~ ffor ll'1'Il If<: " ~ If(f;rT 
'!iT~ ~T .... ~~~tl~) 
lI1l:~ t f.!;~ lfiT.rom '1fT 
q-ill ~ ~ ~ !mil" ~If 
Ifl;;r;rr '1fT ~ iTiITol ~ ~ lI1l: ~ 
t fiI; 4'IIff 'liT (1~')q"'(UI f.!i4T 0IT11 I 

~oi; ~ ~r m>{ ~ "'f'tirT '1fT ll'r w'\ 
~ t, ~ ~r -q) :8il1 ~o1T ~ I .r 
lI1l:~dT~f.!;lI1l: ""~~ii1'ifT wm t, ~ ~ ~ ~ 0IT111 

~ ~ 'lIfT ~ t? 
~~~~ 4l[t If<: <mT~tft~ 
m~~If<:~tft~lI6.i"~ 
.m-ifi"(~4l[tIf<:'IT;;mITtl ~ 
'lIfT ~~t? r.r-rm'!itmer 
q<r 'I\'Tfir<;r ~([ t, Iflii '!(f ~ 4l[t 

1f<:,<'I1lIT ;;mIT t? ~ ~r 
~'!it~t,m;;ft~If<:;f~ 
~ t, ~ 4l[t If<: ,ft 'IT m t I 1fU UIl 

if~~~'lfR'1T~~~ I 
~ if;;it '!illrm: ~ 'I'll; t, ~ ll'1 
~~ ~~ I ~ToAiT ,ft 
~''1' f~ 0IT11 I ~IJ SAn: ~ ~ ~ 
1f'~ if If();ft ~ ~ -qr ~ li'!11; 

<mm~~~lfiT mm~, 
4l[t '!it "'!(if1!'U ~ 'I'ft;fi '!it i< If;( ~ 
f.!mrr ~ ~ if mm 'liT I{N ;;r.rr 
m~1 

SJn1 MohiulldJD: Mr. Depuq 
Speaker, Members who have alread7 
spoken on the Budget have very lucid-
ly pointed out the present difficult 
economic situation through which we 
are passing. I entirely agree with 
those Members who had said that at 
the present moment the masses of the 
people are perturbed and they do not 
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understand what ha3 gune wrong with 
the economic policy of Government 
and how that ecoll<lmic policy could 
be rectilled and brought on the broad 
path of satisfaction to the masses. 

It is true that when the Second 
Five Year Plan was launched after 
the successful completion of the 
First Five Year Plan, there was 
enthusiasm in tbe country, there was 
hopefulness and there was the faith 
required for the completion of the 
Second Plan. But in the last year 
and a half, developments that have 
taken place have re.ulted in a kind 
of frustration in the minds of the 
people. Now there is a big question 

mark on the face of the man in the 
street. The man in the street asks 
as to where we are going. 

This is the condition, these are the 
economic circumstances in which we 
have to consider the budget of 1958-
59. 

Mr. Deputy·Speaker: The bon. 
Member might continue tomorrow. 

17 hn. 

The Lok Sabha then ad;ourned till' 
Eleven of the Clock on Wednesdall, 
the 12th MaTch 1958. 




