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JUDGMENT OF THE INTERNATIONAL 
COURT OF JUSTICE REGARDING NAGAR-
HAVELI AND DADRA 

The Deputy Minister of External 
Affairs (Shrimati Lakshmi Menon): 
Sir, I beg to lay on the Table a copy 
of the judgment of the International 
Court of Justice regarding Nagar-
Haveli and Dadra. [Placed in Lib-
rary, See No. LT-2113/60). 

MESSAGE FROM RAJYA SABHA 

Secretary: Sir, I have to report 
the following message received from 
the Secretary of Rajya Sabha:-

"In accordance with the provi-
sions of rule 97 of the Rules of 
Procedure and Conduct of Busi-
ness in the Rajya Sabha. I am 
directed to enclose a copy of the 
Indian Boilers (Amendment) Bill. 
1960. which has been passed by 
the Rajya Sabha at its sitting 
held on the 12th April, 1960." 

I lay on the Table of the House the 
Indian Boilers (Amendment) Bill. 
1960. as passed by Rajya Sabha. 

COMMITTEE ON PRIVATE MEM-
BERS' BILLS AND RESOLUTIONS 

SIXTY-THIRD REPORT 

Sardar A. S. Saigal (Janjgir): Sir. 
1 beg to present the Sixty-third Re-
port of ~ Committee on Private 
Members' Bills and Resolutions. 

ESTIMATES COMMITTEE 

SEvENTY-FIFTH REPORT 

Shri Dasappa (Bangalore) : Sir I 
beg to present the Seventy-filth Report 
ol the Estimates Conunittee on the 
action taken by Government on the 
recommendations contained in the 

Forty-fifth Report of the ~ 
Committee (First Lok Sabha) on th., 
Ministry of Community Development 
-CPA Part IV. 

CALLING ATTENTION TO MATTER 
OF URGENT PUBLIC IMPORTANCE 

CLOSURE OF HOSIERY FACTORIES IN 
LUDHIANA 

Shri Raghunath Singh (Varanasi): 
Sir. under rule 197. I beg to call the 
attention of the Minister of Commerce-
and Industry to the following matter 
of urgent public importance and I 
request that he may mak£' a statement 
thereon:-

The situation arising out of the 
closure ot hosiery factories in 
Ludhiana due to the imposition 
of import restrictions on yarn 
aDd wool tops. 

The Minister of Commerce (Shft 
Kanungo): Sir. as it is rather a long 
~  I would lay it on the Table. 

An Hon. Member: Copies may be 
distributed to hon. Members. 

Shri Hem Barua (Gauhati): I have 
to seek certain clarifications. 

Mr. Speaker: The hon. Member may 
read it and ask a question tomorrow. 

Shri Kanungo: Sir. with your per-
mission I lay the statement on the 
Table of the House. [See AppendiJ[ 
IV. annexure No. 38-B]. 

12.Z' hrs. 

FINANCE BILL, 1960 

Mr. Speaker: The House will no.-
take up the Finance Bill, 1960. As 
the House is aware, two days have 
been allotted tor all the stages of the 
Bill. I would like to take the sense 
of the House as to how these two days 
should be distributed among the 
various stages of the Bill. 
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Shri Braj Raj Singh (Firozabad): 
12 hours. 

Mr. Speaker: Two days from now. 
It hon. Members are prepared to sit 
till 6-30 we will have six hours today 
&nd six hours tomorrow. How long 
should We have for clause by clause 
consideration? 

Shri Braj Raj Singh: Two hours. 

Shri C. D. Pande (Naini Tal): Three 
hours. 

Shri Raghunath Singh (Varanasi): 
One hour. 

Mr. Speaker: We must finish at 6-30 
tomorrow. 

Shri Nau.wr Bharucha (East 
Khandesh): May I suggest eight hours 
for general discussion and four hours 
for clause by clause consideration? 

Shri C. D. Pande: Nine hours for 
general discussion and three hours 
for clause by clause consideration. 

Mr. Speaker: Tentatively we will 
have eight hours for general discussion 
and four hours for clause by clause 
consideration. If at the end of eight 
hours we find that it is necessary to 
have one more bour for general dis-
cussion, we will add one hour and 
make it nine hours for general discus-
sion and three hours for clause by 
clause consideration. So, we will have 
eight hours for general discussion and 
four hours for clause-by-clause consi-
deration for the present and nine 
hours for general discussion and three 
hours for· ~  considera-
tion, if necessary. The House will sit 
till 6.30 each day because we will have 
to spend twelve hours on this. 

Mr. Speaker: I would urge upon 
each party as far as possible to give 
opportunities to the Members who 
have not spoken either on the Pre-
sident's Address or in the general dis-
cussion of the Budget or on any 
important Demands. Those hon. Mem-
bers, whether they belong to one side 

or the other side, may be given an 
opportunity. Let them bear this in 
mind. 

Shri K.badilkar (Ahmednagar): A 
financial measure of this importance 
is really the crux of the economic 
policy. 

Mr. Speaker: If hon. Members 
decide, or any particular party feels, 
that the case of that particular party 
can be placed before the House only 
by some Member of their choice I 
have no objection. I leave it to them 
to decide. I am only making a sug-
gestion. 

Now, the hon. Minister will move 
the consideration motion. After that 
J will call Shri Bimal Ghose. 

~ 

The Minister of Finance (Shri 
Morarji Desai): Sir, I beg to move: 

"That the Bill to give effect to 
the financial proposals of the 
Central Government for the finan-
cial year 1960-6] be taken into 
consideration." 

ThO' Bill has been before the House 
for about seven weeks now and, as 
usual, there have been comments on 
the provisions of the Bill both inside 
the House and outside. 

The House will recall that in the 
field of indirect taxation my Budget 
proposals covered both the adjustment 
of rates of existing taxes and levy of 
excise duties (In certain new commo-
dities. During the general discussion 
of the Budget, some criticisms were 
lp'relled regarding certain aspects of 
the proposals. I have also received 
numerous representations from the 
interests affected. Myself and the 
officers concerned have also had many 
discussions with the representatives 
who met us. The House will, I hope. 
agree with me that in the context of 
the pressing need for resources for our 
development plans, there is little scope 
for any substantial modifications in 
the proposals contained in this year's 
Finance Bill. 
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[Shri Morvji Desai] 
As the House is aware, several com-

modities have been proposed to be 
brought within the field of Union 
excise duties for the first time through 
the present Finance Bill. Naturally, 
all the detailed facts connected with 
these industries were not known to 
the Ministry when these proposals 
were formulated. Nor could they be 
fully ascertained beforehand on 
grounds of security. However, now 
that we have had the benefit of the 
views expressed by many hon. Mem-
bers on the floor of both the Sabhas 
as also outside and have also had the 
opportunity of examining the many 
detailed representations from the 
various interests affected, I find that 
there is some scope for making certain 
adjustments with a view to removing 
genuine hardships, without at the 
same time, sacrificing anything very 
much by way of estimated revenue. 
With your permission, I shall now 
briefly narrate them here. 

Regarding exposed cinematograph 
films I have decided to grant sub-
stantial relief by prescribing graduat-
ed rates of duty on a slab basis, the 
actual incidents going up with the 
increase in the number of prints. The 
effective rate of duty, in any case, 
will not exceed 30 naye paise per 
metre. Educational films, children's 
films and films not exceeding 9'5 mm. 
in width, wiII be totally exempt from 
the excise duty. 

Following the present practice on 
the Customs side, I haye also decided 
to exempt agricultural tractors from 
the whole of the excise duty leviable 
thereon. Also with a view to affording 
some relief to motor cars of more 
than 16 H.P. but not more than 
20 H.P. which are, in fact, medium-
sized cars, I have decidied to reduce 
the duty on such cars from Rs. 3,000 
to Rs. 1,000. Certain other possible 
anomalies in the administration of the 
new tariff on motor vehicles parti-
cularly in regard to commercial 
vehicles have been recently brought 
to my notice. These are also under 

examination, and if necessary, some 
small further adjustments may have 
to be made. 

In so far as staple fibre fabrics are 
concerned, I have decided to reduce 
the compounded rates of duty, the 
extent of the redUICtion diepending 
upon the number of looms and shifts. 
In the case of the smaller establish-
ments, the reduction is as much as 
33 per cent. In so far as cotton fents 
are concerned, I have decided to 
assess as fent, cloth measuring up to 
21 yards, in length instead of the 
existing two yards. I propose also 
to allow to small producers of cycle 
freewheels and rims whose output 
does not exceed 1,500 freewheels 
andlor 1,000 rims per month, a con-
cessional rate of excise duty which is 
only one half of the excise duty pro-
posed in the Bill. Similarly, the 
small-scale manufacturers of internal 
combustion engines and electric 
motors would be given a duty dis-
count of 20 per cent on the first 100 
H.P. and 10 per cent on the next 
100 H.P. cleared in any calendar month 
provided the total quantity produced 
in any of the twelve months immedi-
ately preceding the month in which 
clearance is made did not exceed 
300 H. P. I have also decided to 
exempt aluminium ingots produced by 
remelting of old and duty-paid alu-
minium scraps, from the excise duty 
on such ingots. If these are further 
processed into sheets and circles they 
shall have to pay only Rs. 200 per 
metric ton. By way of marginal 
relief to the medium sized factories 
of paper boards. I am raising the 
ceiling limit of production up to 
which exemption and lower slabs 
would apply from 3,000 tons to 
5,000 tons, with further small adjust-
ments in the rates of duty. 

The total effect of all these conces-
sions is expected to reduce the 
original estimate of revenue by 
Rs. 49 lakhs by way of basic exciee 
duty, and Rs. 14 lakhs by way of 
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additional excise duty per annum. certain directions the provisions in 
All these changes are being imple- the Finant;e Bill. 
mented by notification which will 
come into effect from today. 

In the field of direct taxes, I am 
glad to note that, by and large, the 
proposals contained in the Finance 
Bill have been favourably received 
though apprehensions have been 
expreSSed regarding the effect of the 
proposals to tax the business profits 
of certain types of co-operative 
BOci.eties. As mentioned in my Budget 
speech, the exemption hitherto enjoy-
ed by the profits of co-operative 
societies rested' on the consideration 
that the societies were formed for the 
promotion of thrift and self-help 
among agriculturists, artisans and 
persons of limited means. However, 
of late, co-operative societies have 
widened their fields of activity and 
are carrying on business transactions 
on a large scale with non-members. 
It would be hard to justify a com-
plete exemption of the business pro-
fits in such cases. The proposals in 
the Finance Bill were, therefore, so 
designed that while the business 
incomes of co-operative societies con-
nected with agriculture, rural credit 
and cottage industries WQuid continue 
to be exempt from tax, other business 
incomes in excess of Rs. 10,000 would 
be taxable. It cannot be said that 
this is a very burdensome levy. 
Further, it must be remembered that 
a co-operative society is also exempt 
from its income from investments 
unless its total income exceeds 
Rs. 20,000. Super-tax is leviable at 
a concessional rate and only on 
incomes in excess of Rs. 25,000. The 
dividend received from a co-opera-
tive Society is tax-free. Taking all 
these circumstances into considera-
tion, it cannot be denied that the tax 
treatment of the co-operative societies 
has been sympathetic. However 
since a departure is being made fa:: 
the first time from the existing prac-
tice of exempting the business profits 
ot co-operative societies, I have, after 
devoting considerable thought upon 
the question, decided 10 liberalise in 

In the first place, I propos.e to 
increase the basic tax-free limit from 
Rs. 10,000 to Rs. 15,000 so that only 
the business profits in excess of 
Rs. 15,000 would be liable to in.come-
tax. I also propose to includle in the 
category of exempted incomes the 
incomes derived by co-operative 
societies from their banking busin_ 
and from the provision of credit faci-
lities to their members whether in 
the rural or urban areas. This will 
facilitate the work of apex and 
federal institutions on whom the 
primary credit societies depend for 
their finance. Further. employees 
(:redit societies in urban areas will 
continue to enjoy exemptions on their 

~  income. I also propose to 
specifically exempt the profits derived 
by a primary milk society which 
supplies the milk raised by its mem-
bers to a federal milk society. The 
Finance Bill exempts the profit& 
derived from the processing of ~ 
agricultural produce to the extent to 
which the processing is ordinarily 
employed by the cultivator to make 
it fit to be taken to the market. I 
propose to liberalise this exemption 
by remo.ving the restriction that the 
processing should be one which Is 
ordinarily employed by a cultivator 
to render the produce raised by him 
to make it fit to be taken to the 
market. The removal of this restric-
tion would, for instance, exempt the 
profits of a co-operative society which 
converts the sugarcane belonging to 
its members into gur. The condition 
that the processing should not involve 
the use of power will, however, con-
tinue. The object underlying this 
condition is clear enough. We do not 
want to exempt the profits of a con-
cern like a sugar mill which converts 
in·to sugar the cane supplied by its 
members. 

Lastly, I propose to extend the 
period of Tax Holiday' provided by 
sectiOn 15-C of the Income-tax Act to 
seven years in the case of an indus-
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trial und"rtaking run by a co-
operative ~  

I dare say hon. Members will agree 
that all these proposals amount to a 
concrete expression of Government's 
keen desire to encourage the growth 
of the co-operative movement. These 
proposals are embodied in the amend-
ments to the Finance Bill which I 
propose to move. 

In this ~  I would refer to 
the large number of representations 
I have received from consumers' co-
operative societies requesting that 
their profits should be exempted from 
tax .. These representations seem to 
have been motivated by a fear that 
the whole of the gross profit of the 
consumer societies would be subject-
ed to tax. Such, however, is not the 
intention. Where a consumers' socip.ty 
makes bulk purchases of commodi-
ties which it sells to its members, the 
rebate passed on to the members on 
the value 01 the purchases made by 
them during a year will be treated as 
deferred discounts and be deducted 
from the gross profits. This should 
allay the fears of those who had ap-
prehended that the gross profits of the 
consumers' societies would be taxed 
in full. 

Another question which has been 
the subject-matter of considerable 
discussion for some time relates to 
the effect on the preference share-
holders of companies of the recent re-
form in the system of company taxa-
tion. As hon. Members are aware, we 
have noW abolished the legal fiction 
that the income-tax paid by a com-
pany is deemed to be paid on behalf 
Of its shareholders. As a corollary to 
the abolition 01 this legal fiction, the 
provisions of the income.tax act relat-
ing to the grossing of dividends re-
ceived by shareholders and crediting 
them with the tax paid by the com-
pany have been deleted. At the aame 
time, the effective tax payable by 
the companies has been reduced so 

that it is possible for a prudent com-
pany to make a suitable increase in 
the dividends distributed by it with 
a view to safeguarding its share-
holders from a serious diminution in 
the return on their investment. It 
has, however, been brought to our 
notice that while an ~  in the 
dividends paid to the holders of equity 
share could be made in the ordinary 
course, the holders of preference 
shares had not been given suitable 
increases in their dividends by several 
companies. 

In this connection, controversies 
have also been raised as to the inter. 
pretation of the term 'tax-free' applied 
by a company to certain preference 
dividends declared by it. Now, the 
qUestion as to what amount a com-
p'any should pay to its shareholders 
in accordance with its contractual 
obligations with them is essentially 
one for decision between the parties 
concerned, and Government cannot 
obviously pronounce a verdict in the 
matter. However, Government would 
like to make it clear that when they 
reduced the effective rate of tax on 
companies, they had expected that 
the benefit thus derived by the com-
panies should be passed on to aU the 
shareholders, preference as well as 
ordinary. While nO special action is 
required for passing on the benefit to 
the ordinary shareholders, special 
action will have to be taken by the 
companies in order to give suitable in-
creases to the dividends received. by 
preference shareholders. Government 
still hope that the companies will do 
so. It is proposed to watch the situ&-
tion for some more months, and if it 
is found that companies do not make 
suitable provisions in this regard, 
Government may have to bring in 
suitable legilliation with I;l view to 
securing to the 'preference share-
holders a suitable increase in the divi-
dends. It is, of course, the intention 
that thes.e increase .. l!hould apply only 
to the dividends rec.eiv:ed on prefer-
ence sharC!S issued ~  to 1st April, 
] 960. In respect of preference shares 
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issued after that date, all parties con-
C!erned are aware of the new system 
of taxation on companies, and it is 
up to the companies to clarify to the 
new preference shareholders their 
right as to the amount of dividend 
payable to them. 

Sbri Ty .... i (Dehra Dun): Most re-
sonable. Congratulations. 

Mr. Speaker: Motion moved: 

"That the Bill to give effect to 
the financial proposals of the Cen-
tral Government for the financial 
year 1960-61 be taken into consi-
deration.". 

Sbri Bimal Ghose (Barrackpore) : 
The concessions which the hon. Min-
ister has announced just now are cer-
tainly welcome and will go a long 
way towards meeting the criticisms 
that were made when the budget was 
introduced. I have just a few words 
to say about some of the other taxes, 
but later on. 

Now, I would like to make a few 
observations on the general economic 
conditions in the country. The two 
dangers that threaten our economy 
appear to me to be: firstly, the rising 
trend of prices and secondly the in-
adequacy of our organisation, parti-
cularly, the inadequacy or ineffective-
ness of OUr administrative machinery 
when judged in the context of im-
plementing the Plans. 

About prices, the whole situation 
eppears to be somewhat mysterious. 
For, when We try to find out the rea-
BOn for rising prices, we are in a 
diftlculty. The Finance Minister stated 
that deficit financing had not caused 
any appreciable rise in prices. The 
Food Minister claims that food prices 
ere not responsible for price rises. The 
Jl'inance Minister stated in the budget 

.. debate that prices rise because hon. 
lIembers themselves ask for a Pay 
Commission and more wages to the 

. servants here and more salaries to 
the State Bank employees and more 
.alaries everywhere. But the Minis-

ter of Labour and Employment had 
stated that wages had no relation to 
prices. The Commerce and Industry 
Minister has been telling us that pro-
duction has increased. The Food 
Minister also has been telling us that 
food production has been increasing. 
Therefore, production has not lagged 
behind, and that could not cause any 
rise in prices. 

So, the question arises as to what 
the rise in prices is due to. There 
must be some reason, 'and I would 
like the Finance Minister to explain 
according to his light why prices are 
rising, and why there is no prospect 
that the prices would abate from ris-
ing in the future. 

Shrl Tyagi: Wasteful expenditure 
of Government. 

Shri Bimal Gbose: My hon. friend 
Tyagi sa'ys that it is due to wasteful 
expenditure. 

Shri Morarji Desai: Does my hon. 
friend want me to add to the con-
fusion? 

Sbri Bimal Gbose: If I remember 
aright. the Finance Minister in the 
course of his reply to the budget de-
bate had stated that Government ex-
penditure would increase, since we 
haVe to implement larger and larger 
}llans. So, that also could not be cited 
as the reason for the rise in prices. 
But, whatever may be the cause for 
the rise in prices, that is vitiating 
the whole economy, both internally 
and externally. 

Internally, We find that savings have 
not been accruing, as we would like 
them to accrue. There is less invest-
ment than there should have been. 
That is admitted. Why are savings 
riot forthcoming. If it Is true that our 
income has risen, then the savings 
should also rise. 

Incidentally, it is interesting to note 
that while there ha, been rise in 
prices, of about 20 per cent in the 

. period of the Second ~ that is, in 
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about four years, as has been stated 
in the Economic Survev. the national 
per capita income has probably risen 
only by about twelve per cent over 
the same period. If that is true, then 
there has been a decline in the real 
income of the people, because prices 
have risen by about 5 per cent, and 
per capita income by only about three 
or fou.r per cent. I want the Finance 
Minister also to explain whether the 
real per cap!ta income of the people 
of this country has risen or not, tak-
ing into consideration both the rise in 
prices and the rise in the per capita 
income, that have taken place. 

Whatever the reason may be, it is 
stated that there should be more pro-
duction. It is agreed that there 
should be more production, and it is 
also agreed that the main factor in 
this regard is ag,riculture. Unless 
agricultural production increasa, the 
economy will never be stabilised. I 
do not know what is happening about 
agricultural production. Of course, it 
fluctuates, because we depend upon 
the weather. But the question il' 
whether the prospect is so bright that 
We can say that so far as food crops 
are concerned, We shall be self-
sufficient, even when we take into 
account the import of, let us say, 
two or three million tons a year. Can 
we say that that would be sufftcient 
for our economy? If it does not 
suffice, then what are we going to do? 
The problem that poses itself before 
us is that if there is a short supply, 
what is going to be done. 

Government had at one time 
thought about the policy of State 
trading in foodgrains. For, if there 
was short SUpply, then it had to be 
controlled. But we find that that 
policy is nOW being given up gradual-
ly. I want to ask Government whe-
ther if there is short supply in the 
country, and if State trading is not 
going to be resorted to how they will 
stabilise prices. I find also that in 
the recent meeting of the National 

Development Council, great thought 
was given to the question of stabilis-
ing prices, particularly food prices. 
How are we going to stabilise prices? 
We can stabilise prices only by con-
trolling certain economic factors. If 
we do not want to do that, the forces 
of supply and demand will fix prices. 
If we want to stabilise prices, it can. 
only be thl'ough controls. But are we 
prepared to have controls? Let the 
Government answer that directly and 
unequivocally. What is Government's 
policy? It appears that in agriculture. 
they do not want control. I do not 
think that the machinery that the 
Government has can effectively imple-
ment a policy of controls and make it 
a success. 

What I want to ask the hon. Minis-
ter is this. When government talk of 
stabilising prices, what exactly do they 
mean? Are they trying to deceive the 
public? If they do not take any 
measures to control prices, prices will 
take their own course and will be 
determined by supply and demand. If 
they take any measures, they must be 
controls-physical, monetary or fiscal. 
I agree that monetary control is there. 
but it is not sufftcient. So there haa 
to be physical control. If GovE8lment 
are not prepared for that, let them 
say so plainly and the country will 
know where it stands. 

Not only internally, but when we 
come to the external balance of pay-
ments, We find that prices are also an 
important factor. The expansion in 
production to a certain extent was not 
so much because of rise in prices. The 
manufacturer do not feel impelled to 
export their commodities because 
there is a wide market within the 
country itself, and prices are also 
rlSmg. So there is more profit by 
selling the goods within the country. 
Therefore. there is not that incentive 
to promote exports. 

Now, if we cannot have exports, 
how are we going to meet the balance 
of payments position, particularl:l" in 
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the context of our growing needs in 
the Third Plan? I should like the 
Finance Minister to explain to us 
what is his idea. What is the quan-
tum of exports government expect 
during the Third Plan. I believe it 
was stated by the hon. Minister of 
Industry that even for the importation 
of raw materials, they would have to 
depend on foreign assistance--foreign 
loans. I do not think that that would 
be possible, because our requirements 
at maintenance imports are about 
Rs. 650-700 crores. To that if we 
add our requirements for servi-
cing of loans-we would require 
Rs. 100 croces annually-it would 
come to Rs. 750 crores. Can we have 
exports to the extent of Rs. 750 
crores just for our maintenance needs 
and servicing of loans, leaving apart 
for the moment the question of financ-
ing the capital needs of the Third 
Plan for which We are depending on 
foreign loans. 

As regards foreign loans also, are 
we sure that we shall get foreign loans 
of a size envisaged in the Third Plan? 
Because if We read the report of the 
Economic Mission which has appeared 
in today's papers, the prospects do not 
seem to be sO hopeful as they feel 
that the Plan is too large for our re-
sources. Although it has not been 
said so clearly, the implication is 
that the Plan should be cut down. 
But I do not think we can a1ford to 
cut down our Plan. That being so, 
we will have to depend more on our 
own resources. 

. That brings me to the question of 
mternal resources again. How are We 

~  to. raise our internal resources? 
It 18 not a question of only the foreign 
resources being so important; the in. 
ternal resources are also equally im-
portant. We have not been able to 
raise much of internal resources. If 
We look at the last two budgets, we 
will see that the additional revenue 
we have raised is only Rs. 20-25 
crores a year. That will not suffice 

to implement a very large Plan, we 
need mueh large resources. If we 
want a big Plan, I would agree with 
the hon. Minister that We should be 
prepared to tax ourselves. I will be 
with him in any taxation proposals 
that he brings forward, provided the 
money is spent for the purpose of the 
Plan. I shall have something to say 
on that presently. 

When we examine the position of 
resources, We find that the main trou-
ble is that the agricultural sector is 
not brought sufficiently within the 
purview of the tax measures. Agri-
culture contributes about 50 per cent 
of the national income. If it said 
that we must gather about 9-11 per 
cent of the national income into sav-
ings, then ~ agricultural sector has 
also to be taken into consideration, 
because if that sector is left out the 
burden on the other sectors will: to 
that extent, increaie. Is that possi-
ble? If that is not possible we should 
also say what is possible ~  what is 
not. Or we must be prepared to say 
that We must tax the agricunural sec-
tor as well. But I wonder if that is 
possible in a democracy. 

As I said, I shall be with the Finance 
Minister in any taxation measures 
that he may bring forward, provided 
the money is well-spent. But when 
We take into account what has hap-
pened during the Second Plan, we 
find that people have paid the taxes. 
that whereas the Government wanted 
to raise from the Centre only Rs. 625 
crores (Rs. 225 crores additional taxa-
tion plus the gap of Rs. 400 crores) , 
they raised more than Rs. 900 crores--
it may be Rs. 1000-1200 crores. Still 
there is a shortage of resources for 
the implementation of the Plan. Even 
in regard to external resources, we 
have got more than we had planned 
for in the Plan. Why, having got 
more internal and externar resources, 
should We be in difficulty in imple-
menting the Plan? The only reason 
which the Finance Minister will pro-
bably adduce is that there has been 
excess defence expenditure. Let us 
know how much is the excess defence 
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expenditure. But the real trouble is 
that there is more non-Plan expendi-
true, both developmental and non-
developmental. Why should there be 
more non-developmental and develop-
mental non-Plan expenditure? There 
comes the question of organisation. I 
feel that our organisation has not been 
quite perfect, because we have not 
been able to do what we wanted to 
do, even though we have got the re-
sources. If we have failed, I am sure 
it is because the administrative machi-
nery has failed, and the administra-
tive machinery has failed more in the 
States sector than in the Central sec-
tor. 

What can we do abnut it? Our 
Constitution being what it is, the 
States have large ~  If we want 
the Plan and if We want to implement 
it, is it possible to do anything tak-
ing into view the large lJowers of the 
States? The States do not raise the 
resources and they do not implement 
the Plan according as it is hid down 
in the Plan itself. They go 0:1 spend-
ing more and more on non-develop-
mental expenditure and also in non-
Plan expenditure. How do we check 
that? If we cannot, then how to im-
plement the Plan? Either we must 
have a machinery which will supervise 
the activities of the States and see that 
they do not do as they please but im-
plement the Plan as it is laid down 
or we must say that we shall do as 
much as we can and we succeed as 
much as we are able to. I do not see 
any other way out of this, 

Corning to the taxation proposals, 
most of the concessions given' are very 
welcome. I have to say a few things 
only about two or three items. One is 
regarding aluminium sheets and cIr-
cles. So far as the smelting ind\i.Stry 
is concerned, it is not much afteetied 
because it will pass on' the burden to 
the consumer. It is the consuming 
industry the users, and also the con-
sumers, who have been aftfocted. '.Ale 
users find themselves in a very great 
difftculty, particularly when we bear 

~  mind the fact that there is competl-
hOn' from other non-ferrous metals. I 
believe the Non-Ferrous Metals Fede-
ration has made a representation SUI-
gesting that there shOUld be some ra-
tionalised tax system in regard to al1 
non-ferrous metals. I would like Gov-
ernment to consider that because not 
merely aluminium but other non-

~ ~  metals should also be brought 
WithIn the purview of the tax, so 
that not much injustice might be done 
to the aluminium users onlv. 

Then in regard to the tea industry, 
the Finance Minister said that he was 
going to reationalise, the taxes in tea 
industry. But believe he has not 
done any rationalisation except ra-
tionalisation of the tax st.ructure. What 
the Finance Minister wants to do is 
to replace by Central excise duty the 
entry tax and the tenninal tax levied 
by the two State Governments. But 
the thing that is standing i'l the way 
of the tea industry is the very high 
export duty. If the export of tea is to 
be assisted, then the export duty 
must be brought down. So the Gov-
ernment has to make a decision as to 
whether it wants more export of tea 
or whether it wants more by way or 
export duty. 

Finally, there is another point ... 

13 m. 
Shri Tyagl: A small redUction in 

the rate of export duty may alao give 
them a larger revenUe because more 
tea will go out. A small ncluction in 
the export duty will get larger 
revenue. 

Shri Bimal GhoIIe: I am thankful 
to my hon. friend for having pointed 
this out. 

Finally, 1 may raise a small point 
and that is this. The FiAance Minis-
ter stated that the duty on electric 
bulbs and ftoureScent lamps will be 
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increased by 50 per cent. ~  in ac-
tual practice it is increased by 60 to 
65 per cent. If the Finance Minister 
really wants to raise it only by 50 per 
-cent, he should readjust the amount 
of duty SO that it becomes only 50 
pt'r cent and not more than that. 

Shri ilarDi Singbji (Bikaner): Mr. 
Speaker, Sir, I would like to take 
thi! opportunity to congratulate the 
Finance Minister on his very fair and 
understanding speech. I would also 
like to congratUlate him on the new 
concessions that he has given today. 
I shall be very brief confining my 
remarks mainly to a few suggestions 
that I wish to make as far as direct 
taxation is concerned. However, I 
have to say a word about indirect tax-
ation. The latest excise duties thnt 
have been imposed are a bit too stiff, 
especially as far as road transport 
and mobility in general is concerned. 
It is much too high in spite of the 
concessions that have been given to-
dav. In our socialistic pattern of soci-
ety our taxation should not be aimed 
at the poor man and the middle class 
citizen. I would, therefore, request 
Finance Minister to once more con-
sider this question and see what ~ 

{'Oncessions could be given. 

As far as direct taxation is concern-
ed, I only have to offer a few sugges-
tions here and there. While I am a 
firm believer in the equitable distri-
bution of wealth I do feel that there 
are some provisions of direct taxation 
which are not quite fair. I would, 
therefore, put them before the Hous(' 
for its consideration. 

My first suggestion is with regard to 
the exemption from Estate Duty, to 
the Pollee Fon:e. Since 1952, when I 
had the honour to serve on the first 
~  Committee on the ~  Duty 
Bill, I have been pointing out that the 
Armed Forces and the Police Forces 
killed actually in service should be 
exempt from Estate Duty. In 1958, 
the hon. Finance Minister and Gov-
ernment were good enough to accept 
part of these suggestions. The Anned 
Forces were exempted. But the point 

now arises that we also have some 
very brave policemen, like Karam 
Singh, for example, who have be,n 
fighting on our country's borders. Sup-
posing a number of men like that are 
killed defending our country, are we 
goin.g to charge Estate Duf3r from the 
children of these people? I, therefore, 
request the Finance Minister to be 
good enough to consider this question. 

Shrl Tyagi: Yes. 

Shri Kam.i Singbji: The second 
point that I wish to raise is with re-
gard to the Expenditure Tax on ~ 
cal aid and education. This point also 
I have been taking up since 1957. Shri 
Krishnamachari was not in favour of 
giving this exemption. But the pre-
sent Finance Minister has parUy ac-
cepted this and has given exemption to 
education within the country up to a 
sum of Rs. 3,000. My request is this. 
In our country we are not in a posi-
tion to give the best education free 
to every citizen and so it is not cor-
rect for US to come and impose an Ex-
penditure Tax going up to 100 per 
cent. on education. Our educated 
youn.g men and women are a national 
asset. Therefore, I would request the 
Finance Minister to completely with-
draw all Expenditure Tax from edu-
cation of children whether within the 
country or abroad. 

My next suggestion or request also 
is on the Expenditure Tax and that 
refers to medical aid. For medical a;d 
a sum of Rs. 5,000 was provided as 
exempt in the parent Act; and that 
figure remains as it is. I think that 
morally and ethically it is wrong for 
any Gavernment to impose a tax 
which can 10 up to 100 per cent. when 
a man spends that money 00 save his 
life. Nobody wants to spend or waste 
money as far as medical aid is con-
cerned; it is spent only in the gravest 
necessity. The fad is that in our coun-
try medical aid is expensive and the 
best of doctors charge their fees high, 
sometimes in operation cases the ~ 

. can go up. to Rs. 5,000 as I know to 
my own cost. Now, if a man wants to 
look after his family, giving the beat 
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tree.tment which sometimes tile State 
is not in a position to do, how far is 
it right for the State to charge Ex-
penditure Tax on that which can go 
up to 100 per cent? I would, there-
fore, request the Finance Minister to 
ronsider this matter and exempt medi-
_1 expenditure completely. 

There is another anomaly in the 
Expenditure Tax which puts bache-
lors and married people in the same 
category. A sum of Rs. 30,000 is ex-
empt to any individual. A bachelor 
gets the same figure whereas thE' 
married man with children also has 
exactly the same fiiUre too. I feel that 
we should have some sort of conCE:S-
sion for married people. (Interrup-
tions). Or, alternatively, tax the 
bachelor more. (Interruptions). 

There is one more point which has 
reference to Gift Tax and Income-tax 
as far as double taxation is concerned. 
If a person makes a gift to his wife 
or children who are minors, he is cal-
led upon to pay a Gift Tax which can 
go up to anything like 40 per cent. 
When this amount is further invested 
by the donees, income-tax is chRrgE'd 
in the hands of the father or the 
husband, which really is tantamount to 
double taxation. I would request the 
Finance Minister to consider this point. 
also and try to remove this anomaly 
of double taxation. In other words 
once the gift tax is paid the property 
belongs to the children or wife and the 
income from such lift should be taxed 
in their hands. 

There is one more point which has 
f)een. discussed in this House in 1957 
when the Wealth and Expenditure 
Taxes were taken up. And, that is the 
question of total incidence of taxation 
exceeding a person's total income. 

Now, we all know that India is a 
democratic country. In a democratic 
country and society, it is not .fair to 
tax an individual more than hIS totnl 
income. I will Quote an article of our 

Constitution. Article 39 of the Indian 
Constitution says: 

"tha t the ci tizens, men and 
women equally, have the right to 
an adequate means of livelihood;·'. 

I am not a legal man. ~ to me 
livelihood means income. If you take 
away a man's income, his total income, 
then, you are depriving him of hi!4 
livelihood. Therefore, I would re-
quest ..... 

Shri Morarji Desai: Not when he 
has large amounts at his disposal to 
spend. 

Shri Karni Singhji: No. Sir. lam 
arguing from the theoretical point 
of view. It is not fair for us to take 
away a man's total income. You may 
take away everything and leave him 
one naya paisa; but you cannot take 
away his whole income. 

An Hon. Member: That may not 
provide him with livelihood, one naya 
paisa. 

Shri Tyagi: May I clarify the hon. 
Member's position? When he says 
100 per cent. of the income he in-
cludes in it also the tax on Wealth. 

Shri Kanti Sin&,hjl: And on Expen-
diture. 

Shri Morarji De8al: Tax on Wealth 
is supposed to come from Wealth and 
not from income. 

8hri Tyap: Expenditure tax and 
income.tax would not be more than 
100 per cent. 

Shri Kami Sincbjl: Expenditure tax, 
Income-tax and Wealth Tax. 

8hri Tya .... : Leave aside 
Tax. 

Wealth 

Shri Ka.rnJ SiDcbjl: I am only ar-
guing theoretically. 

Shri Morarjl Deaal: Theoretically it 
is quite correct. (InterruptioG.). 
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Shri Karni SiD&'bJi: That is Ir.y 
point of view. The Finance Minister, 
of course, has a right to hold his own 
point of view. 

Shri Tya.gi: Anyway the incidence is 
largp. enough. (Interruptions) 

Shri Karni Singhji: Sir, yesterday 
the hon. Finance Minister made a 
reference to the general corruption. I 
would like to congratulate him on his 
new approach. I think he has been 
very fair snd understanding. His 
approach of help to the assessees is 
moS'! welcome. 

However, I would like to say th'at 
today our country is so heavily taxed 
that perhaps we are more heavily 
taxed then the people in many coun-
trics. If you wan1 Q citizen to be 
honest you cannot have him all the 
t.ime harassed with taxes and lawyers. 
If you want to iake away his wealth, 
I am all in favour of it. have a capital 

~  and take it away at one stroke. 
But do not have a citizen harassed all 
day and night with taxes and lawyers. 
God has crooted man to render 
service to the nation, not to be harass-
ed with these levies. If you feel that 
there is inequitable distribution of 
wealth in the country, let us be bold 
and take steps to see that we reduce 
that inequitable disiribution. 

Sir, the hon. Finance Minister has 
stressed about the honesty factor. I 
am afraid, we are all agreed that the 
standard of honesty in our country is 
going down fast, and if you heap 
taxes on a citizen which are more 
than his income I do not think we are 
going to add to his honesty. 

Professor Kaidor, the great wizard 
who C'ame from England, he gave us 
some new taxes as suggestions and 
we as usual fell for them in a big 
way. But we did not accept all the 
suggestions thai Professor Kaldor 
gave us. He told us that we should 
have expenditure tax, we should have 
wealth tax and we should have gift 
t.ax as an integrated tax structure in 
trying to set up a Chakra Vlluh. But 
when he asked the Government to 

reduce the income-tax to 45 per cent, 
we very conveniently forgot that. I 
would, the"refore, request the Finance 
Minister that that suggestion should 
also be borne in mind. 

The Third Plan is going to call far 
a great deal of more taxes, if we are 
gOing to meet our target of Rs. 10,000 
crores. I would support my hon. 
friend, Shri Ghose. I think apart 
from raising the taxes which will be 
inevitable, what is far more important 
today is for the nation to tighten our 
belts and cut our wasteful expendi-
ture. The money that we are getting 
from our Five Year Plan funds is 
being wasted by the States. The atti-
tude of the State Governments to-
wards that money is quite different 
from their attitude towards their own 
finance. I am quite sure that if we 
take adequate steps Rs. 7,500 crores 
would be able to the same job that 
your Rs. 10,000 crores will do in the 
form of purchasing power. 

I should now conclude, Sir, with 
my congratulations, once more, to the 
Finance Minister for his very reason-
able and just line that he has taken 
with regGrd to new taxation and other 
points. I would once more request, 
the House, let us tighten up our belts, 
let us do something whereby we can 
control wasteful expenditure and 
corruption, and let us raise the moral 
standards of our country. 

Shri A. P. Jain (Saharanpur): Mr. 
Speaker, Sir, I must congratulate the 
Finance Minister OD his deep under-
standing of the situation, in particular, 
when he extended certain concessioIUl. 
I was particularly glad to find that he 
has given some concessions to the co-
operative societies. I agree with all 
that he has said except on one small 
point. The Finance Minister said that 
when the farmers crush sugarcane 
grown by them by the use of power 
the concession may not be given. It 
will not be good to discourage the 
employment of better technique, and 
if the present scheme of the concession 
stands, I am afraid, the farmers will 
be deprived of their right to use 
better technique. This is a smell 
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matter and I think the Finance Minis-
ter will give attention to it. 

Coming to the Budget, Sir, the 
budget of today has become somewhat 
insipid, somewhat second-hand, some-
what subordinate. It has lost its 
Originality and its vigour. Why? I 
!By this because since we have under-
taken the system of planning we have, 
what is known as, a "super-budget", 
namely, the plan of the five years. 
That plan not only works out the 
developmental expenditure but it also 
works out the available resources, the 
resources ~  the existing taxes and 
the additional resources from the new 
taxes, fram loans, from foreign aid by 
way of loans and grants. 

First ~ all. Sir, the Plan mekes 
provision for the revenue expenditure 
and then it finds sufficient resources 
for meeting the requirements of the 
Plan. 'I'lerefore it is clear that the 
Plan not only lays down what is going 
to be expenditure during the next five 
years both, roughly speaking, on the 
planned as also on the non-planned 
items. 

11.17 lin. 

[MR. DEPUTY-SPEAKER in the Chairl 

The Plan also assesses the possible 
resources in the next five years and 
it lays down what portion of the in-
come will be spent on the planned 
items and what would be spent on the 
non-planned items. Therefore, Sir, I 
feel that I am correct in calling the 
Plan e "super-budget" for five years, 
and the annual budget has to be fram-
ed in the light of the broad outline 
laid down in the Plan. 

Shri Morarji Desai: Sir, may I 
clarify a bit? I may say, Sir, that the 
resources are assessed only at the 
Instance of the Finance Minister. 

Sbri A. P. JaiD: I am sorry, it is not 
possible for us to agree with the Fin-
anee Minister with all his expert 
knowledge, because first the size of 

the Plan is worked out-for instance, 
for the Third Plan is going to be of 
the magnitude of Rs. 10,000 crores--
and then the resources are ao;sessed. 
The current expenditure on defence. 
on civil works, on processing the loan. 
etc. is more or less fixed. Therefore, 
our scheme of expenditure is more or 
less inelastic. The Finance Minister 
is, therefore, called upon to find the 
Tequired resources for the Pllm and 
he finds out those resources. There is 
nothing wrong about it .. 

Shri Tyagi: Does he not reflect the 
decisions of the Finance Minister as a 
member of the Planning Commission? 

Sbri A. P. Jain: That is exactly 
what I ain saying. 

Shri Morarji Desai: May I say, Sir, 
that the Finance Minister is a member 
of the Planning Commission, and the 
resources arc assessed only as he 
says? The limit is fixed by him and 
not by anybody else. 

Shri Blmal Ghose: The N.D.C. 

Shri MorarJi Desi: No, it is the 
Finance Minister. 

Shri A. P. Jain: The Plan is one 
whole thing. The Finance Minister AI 
a member of the Planning Commi .. -
sion. Now, the Planning Commission 
as a whole decides what are going to 
be thl' resources, what is going to ~ 
the magnitude of lh/.' resources, 
what are going to be the 
expenditure dc. The Finance Min-
ister being one of the members at 
the Planning Commission, he is (a 

party to it. I do not say that any-
thing is imposed on him, but the fact 
is that ,the Plan works as a "SUpel'-
budget" .. 

Now, it is in the light of the Secol1d 
Plan that we should try to assess what 
has been our achievement. The hon. 
Finance Minister has pres(>nted to the 
House estimates for the y£'ar 1960-61-
the fifth year of the Plan. We are ir-
a position today to assess the achieve-
ment of that "super-budget". Fil'Stly. 
about the resources. When the Plan 
was framed the resources were asles-
sed, roughly speaking, as tollows. It 
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was estimated that the surplus from 
the current revenue inc1ucting addi-
tional proceeds from existing and new 
taxes would yield an income of Rs. 800 
crores in five years time. Then, 1t 
was estimated that borrowing inc1ud-
ing small savings will give another 
income of Rs. 1200 crores, other 
Budgetary resources, which means 
contribution from the profits of the 
railways and provident and other 
funds, will contribute another Rs. 400 
.rares, foreign aid will yield about 
Rs. 800 crores and there will be deficit 
financing to the extent ~  Rs 1200 
crores 10 make a total of ~  4,400 
crores. A deficit of Rs. 400 crores was 
left uncovered. That was the estimatf: 

.., of the resources. Let us see how far 
the original estimate has been fulfill-

ted. We are in a position to have 
figures about it. The rupee borroYt-
ings, that is, the long term borrow-
ings and small savings, b;I the end of 
the second Five Year Plan would yield 
about Rs. 1,150, which is about Rs. 50 
less than the estimated figure. Deficit 
financing will be a little more than 
Rs. 1,200 crores, that is, Rs. 1,225 
crores. There is nothing objectionable 
there. It is more or less 'according to 
the original estimate. But [hen, when 
we come to foreign aid, we find that 
foreign aid will come to R.;z. 838 crores 
including the spill-over from the first 
Plan and the proceeds of PL 480 In 
the original Plan it was estimated' that 
the foreign exchange reSEI'VES will be 
drawn to the extent of Rs. 200 crores. 
Actually we find today th'at they have 
been drawn to the extent of Rs. 577 
crores. All these together-that is 
foreign aid including loan .. and grants: 
rupee borrowings which mean long 
tenn loans and small savings, drawals 
on foreign exchange reserves and 
deflcit financing--come nearly to 
as. 4,800 crores. 

If we debit the entire Pilln expen-
diture of Rs. 4,600 crores against these 
resources, we find that tht:re will be 
• spill-over of Rs. 200 crores, to the 
third Plan. In other words, it means 
'&bat we have no part of our Plan 
expenditure from any current revenue. 
that is, from taxes or from souredS in 
the nature of current revenues, such 

as, profit from the railway.:;, but from 
either the internal borrowings or from 
deficit financing or from foreign aid or 
from our accmnulated rf'serves. 

What were the assumptions whell 
the Plan was framed? I shall rt>fer 
the Fin'ance Minister to page 82 of the 
second Five Year Plan, which l;ays: 

"In the scheme of financ:ng 
envisaged for the plan, surplus 
from current revenups for finan-
cing the plan amounts to onlT 
Rs. 800 crores". 

that is, from taxation; 

"as against the requirements of 
Rs. 1,000 crores by way of current 
expenditures. The contrIbution of 
the railways amounting to R"!. IliO 
crores must, in additicn, be 
regarded as a contribution from 
current earnings. This meMS 
that the total current ~  

available for the plan amount to 
Rs. 950 crores as agaimlt the esti-
mated current outlay of Rs, 1,000 
crores. There is thus no public 
saving available for ~ 1he 
investment outlay of lts. 3,800 
crores; there is, in fact, a dissav-
ing of Rs. 50 crores." 

I have no quarrel with the Planning 
Commission or the Financl1 Minister 
in so far as he wants to fin'anrp. the 
invell'tment portion of the PIrm ~  
was Rs. 3,800 crores, bv foreir,n ald, 
by internal borrowinJi!S 3nd hv deficit 
financing. But when it comes to "he 
financing of the current outlay which 
includes education. health. ~  
research, national extension, etc .. not 
from the current revenues but from 
either foreign aid or interual borrow-
ings, the situation becomell a highly 
alanning. It means that I am educa-
ting my child. I am maintair.in" the 
health of the nation, not from what 
the nation contributes bv WilY of tax, 
but by laying a heavv burden on the 
posterity to come. They will have to 
pay for what is being spent on educa-
tion today, They will have to pay 
for what is being spent on the hea1th 
ot the nation. That, I submit, is not 
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a healthy economy. I want to draw 
the attention of the Finance Minister, 
and I hope that in freming the third 
Five Year Plan and in the future 
working of the fmances o! the country 
he will bear that point in view. Not 
that we have not raised fresh taxes. 
On a rough estimate, we have raised 
fresh taxes to the exter.t of about 
Rs. 900 crores or Rs. 1,000 crores. 
What has happened t.o it: all? On 
what items have they been spent, jf 
they have not been spent, 'as I have 
established, on the Plan uevelopmer,t'! 
I do not know whether the Govern-
ment have got any figures. To the 
be!;t of my knowledge, Go\'emment 
have no figures as to hoVi this money 
has been spent and on what items of 
the revenue budget it ~ been tPent. 
In fact, I made a little l"nquiry fMm 
the Finance Department a'ld I got the 
reply that no such figures were Clvoail-
able. I may be mistaken because' !Toine 
was just an informal enquiry. But if 
there are any such figures, the House, 
I think, will feel interested to know 
them, and the Finance Mini,;tl'f may 
give en idea of the additional income 
from new taxes and the additional 
income from the new sources and the 
nature of the taxes, that IS, profits 
from the public ~  and show 
Us what happened to those amounts 
and whether they Ilave been spent and 
how they have been spent. :Saturally, 
the House will be interested 10 know 
it. 

Shrl Tyagi: Cultural activitiesl 

Shri A. P . .Jain: That will be an 
interesting study. Now, [ come to the 
fulfilment of the Plan. The hon. Fin-
ance Minister in his buJge-; f'pcech 
has said tha't the Plan has been :fulfill-
ed to the extent .)f Rs. 4,600 crore!>. 
He was right but .>nly partie.lly. If 
we take the figure of Rs 4,600 CrClrE'S, 
it means that the shortfall irl the 
fulfilment of the Plan is n little less 
than five per cent. But the Plan wal 

. conceived in terms of consent prices 
prevailing in the year preceding 1hc 
Plan, that is, in the year 1955-56. What. 

was the wholesale price ir.dex price 
then? It was 92' 5. What is the 
wholesale price index, today? It is 
115. Therefore, if we convert the 
current expenditure into terJllS of 
constant prices compal."abl.:! to 1955-58, 
the fulfilment of +.he Plan may not 
come even to the figure of Rs. 4000 
crores. It is rather diftl.cult io find 
what the expenditure of Rs. 4,600 
crores in terms of current prices 
would be equivelent t'l in terms of 
constant prices, becau,'e. every year. 
the price index has teen varying. 
There is the foreign ~  e1emE'nt 
involved in the import of capital 
good. But I think one ca., be safe in 
asserting-and I think 1 am correct in 
asserting---that the fulfilment of the 
Plan in terms of con::.tant prices pre-
vailing in the year previous to the 
Plan will not exceed Rs. 4,000 crorf.S, 
and therefore, the shortfall in the 
Plan is not five per cent but 20 per 
cent. If I am wrong, I hop;! the Fin-
ance Minister will eorrcC't me. 

Then there is another aspect, and 
that is about old and new taxstic.n. 
The hon. Member who just preceded 
me was referring to direct taxes. My 
complaint is th·at the direct taxes have 
not yielded a ~ that they shouJd 
have done. The Home \VitI remember 
that the President, In his address, said 
thet industrial production during the 
firS'!; and the second PI!ln periods haa 
gone up by about 50 per cent. What 
is the tax position? In the year 1951-
52, we recovered about a little more 
than Rs. 150 crores from the corpora·· 
tion tax and from income-tax. Wbat 
is the figure today? It is about 
Rs. 182 crores. But then it includes 
the recovery from wealth tax on. 
companies and also the proceeds from 
the excess dividend tax which has 
now become part of the corporation tax. 
So, even this figure will come to much 
less and it may be about Rs. 165 
crores or Rs. 170 crores. In other 
words, in the last ten years, our pro-
ceeds from the direct taxE'8 have gone 
up from Rs. 150 to Rs. 170 crorea . 
But our industial production bas ,one 
up by 50 per cent. Therefore, one 
would have normally expected that 
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without changing the incidence on 
direct taxation, roughly the proceeds 
from the direct taxes today should 
be of the order of Rs. 225 crores. 
That is one thing that gives us an 
idea. That raises a suspicion that 
much of the taxes that should have 
come from the direct taxes today is 
being evaded. That is one aspect of 
the thing which I would like the hon. 
Finance Minister to look into it. 

Ten years ago, the excise duties 
were yielding only Rs. 70 crores to 
Rs. 75 crores. This year, the Finance 
Minister has estimated the income 
from indirect duties at Rs. 380 crores. 

Shri Morarji Desai: It is Rs. ;J30 
crores. 

Shri A. P. Jain: I am talking of 
excise duties only. The estimated 
income from excise duties is Rs. 380 
ocores. I think this is an under-esti-
mate. It will go up to about Rs. 400 
crores. It means the excise duties 
have gone up by about five or six 
times. During the five years of the 
first PIal, the total recovery from 
excise duties was of" the order of Rs. 
500 crores. Up till end of 1959-60 
during the first four years of the 
second Plan, the Finance Minister has 
recovered about Rs. 1100 crores, from 
excise duties. For the next year, thE' 
budget is Rs. :J80 crores. My esti-
mate is it will go beyond Rs. 400 
crores. So, the excise duty has gone 
up by 200 per cent. Who pays the 
excise duty? Generally excise duty is 
Imposed on the consumer goods and 
it is the common man who has to pay 
It. Even if it is imposed on the raw 
materials or intermediate goods or 
capital goods, ultimately the cost of 
the end-product for the consumer goes 
up. In any case, whether it is impor-
1ant on the consumer goods or on 
raw materials Or on capital goods, it 
is the consumer who has to pay the 
excise duty. When the excise duty 
has gone up by 200 per ~  
The burden on the consumer increas-
ed quality. I know there are limita-
tions to iIlcreasing the direct taxes 
and one can well understand during 
259 (Ai) LSD-5 

the third Five Year Plan, the Finance 
Minister will have to place greater 
and greate,r reliance on the iIldirect 
taxes but' they must be utilised for 
the purposes for which they are 
levied. I am prepared to bear the 
burden of excise or any other duty 
if the proceeds of the duty 80 to 
educate the children of the nation, to 
maintain the health of the nation or 
even for defence and such other 
things. But if we do not know where 
it has gone, it becomes rather difti-
culty. I think it is time that the 
Finance Minister should pay atten-
tion to this principle. I do not say ill 
all cases, but in :certain cases, the 
proceeds from certain ty pes of duties 
should be directly linked with plan 
programmes. At any rate, any duty 
Or tax which is raised for the pur-
pose of development or for imple-
mentation of the Plan should ill no 
case be diverted towards the expansion 
of the Governmental machinary and 
for any like purpose. 

One point more and I will have 
done. So far we have been assess-
ing the results of our Plan in tenns 
of financial targets. We say that we 
had fixed the expenditure target of 
the Plan at Rs. 4800 crores; we have 
spent Rs. 4600 icrores and so, the 
shortfall is 5 per cent. or if we con-
vert it in terms of constant prices, 
the short fall may be 20 per cent. 
This is a very faulty way of doing 
things. Over emphasis on financial 
targets leads to extravagance, to bad 
expenditure and failure to economise. 
The executive overlooks the quality 
or quantity of performance. All that 
it would want is that the money is 
spent. Therefore, this is a vicious 
thing. 

An ROD. Member: What did you do 
when you were there? 

Shrl A. P. Jain: If I have not done 
it, I am equally at fault. Therefore, 
it does not improve things. 

The time has come when at least ill 
appropriate type ot cases, we should 
assess the fulfilment of the Plan in 
terms of physical targets. I know in 
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c:ertain cases, it may prove difficult 
to make physicial assessment. But in 
some other schemes-in quite a large 
number of. schemes-it is possible to 
link the investment with physical 
production-what our efforts have 
yielded-and the more we concen-
trate On this method, the more our 
working of the Plan will improve. 

I do not mean to be critical. I have 
made my observation in a friendly 
spirit, which I hope the hon. Finance 
.flrtster will look into and see how 
far he can accept my suggestions. 

Shri Parulekar (Thana): Mr. De-
puty-Speaker, Sir, this Finance Bill, 
as any other Finance Bill, is based 
on some basic concepts and assump-
tions. We are in the last year of the 
second Five Year Plan and on the 
threshold of the third Plan. There-
fore, it is time and it is necessary to 
ponder over these economic oon-
cepts, so that if they are found to bE' 
wanting or faulty we may examine 
them and correct them if necessary. 

The country has developed during 
the last two Five Year Plans, but 
in spite of this fact, certain salient 
failures stand out prominently and 
it is necessary for us to correct them. 
With this purpose, I will list them 
brieflly. The first failure has been 
that we have not been able to raise 
adequate internal resources. The se-
cond failture is that We have not-been 
able to earn adequate foreign re-
sources. The third failure, as has 
been pOinted out by the hon. Mem-
ber who spoke before me, is that we 
tlave not been able to realise the 
targets of the second Five Year Plan 
though they were limited. Lastly, we 
have not been able to develop the 
country at a faster rate, which was 
possible. The; question naturally 
arises whether these failure were 
unavoidable and inevitable. My sub-
mission will be that they were not 
so. 

I will first deal with the question 
of our failure to raise adequate and 
available internal resources. Among 

other reasons, one reason tor this 
failure is the Congress Govern-
ment is wedded to an economic con-
cept, which has resulted in this fai-
lure. What is that economic concept? 
I will state it briefly. It i. stated 
that in undeveloped countries, the J:ef 
capita income is low; the share of e&-
penditure in the per capita income IS 
relatively very high and therefore. 
the savings are inevitably low and nb-
cessarily, the pace of development of 
undeveloped countries is slow. It is. 
therefore, argued that our inadequate 
internal resources from existing in-
come is the limiting factor on the 
pace of our development. On the 
basis of these propositions, it is con-
cluded that the problem of raising in-
ternal resources is exclusively a 
financial problem. 

It is therefore the duty of the State 
to devise financial institutions to col-
lect the savings in the community 
and in the country and channelise 
them in the right direction. This 
time the hon. Finance Minister, who 
appears to be a puritan, has devised 
a new financial institution for fapping 
the savings, which has as its con-
tent an element of gamble. Also, it 
has enabled, I understand, to bring to 
the surface the black money to win 
prizes without having to pay income-
tax. 

Is this concept valid? It is valic! 
only under certain circumstances and 
under certain conditions. It is valid 
if all the internal resources economic 
resources, are utilized and there are 
no unutilized reserves. Under such 
conditions IOnly the economic concept 
which is the basis of this Finance 
Bill, and of the economic thought of 
the Finance Minister, would be valid. 
But in an under.-developed country 
it would be altogether wrong to ap-
ply this eoonomic concept in toto, be-
cause it has got only a partial truth 
in it. It will be fallacious if we 
were to apply these economic concepts 
to under-developed countries for the 
fIOllowing reasons. It will be fal-
lacious to assume that in an under-
developed country all the economie 
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resources are utilized and there are 
no reserves, to overlook the potential 
developmental capacity of unused 
labour and to concentrate exclusively 
on the existing income. 

The problem of raising internal re-
sources is not exclusively a financial 
problem. It is essentially a problem 
of utilis:ng unused resources which 
are available in the country. I know 
the Finance Minister quite well. He 
is quite allergic to the Communists. 
When he sits and hears a Communist. 
talk. He will perhaps brush a side 
an that I have been saying by ~ ing 
that it is spoken by a Communist. 

So, in order to arm myself, I will 
read a quotation from a very res-
pectable journal. CapitaL, and from 
an author who is as anti-Communist 
as the Finance Minister is. I hope 
the Finance Minister will at least 
show me the courtesy of listen-
ing me. though it may not be palatable 
to him. 

Shri Morarji Desai: There is noth-
ing unpalatable to me. 

Shri Parulekar: I know how you 
close your ears when I am speaking, 
a Communist. I will read out the 
quotation for his benefit so that it may 
be possible for him to learn, even at 
this stage, if he wants to do so. This 
is written by Thomas Balogh. I do not 
know how to pronounce his name. He 
is a learned profeSSOr and he has 
written an article in the annual num-
ber of Capita\. On page 15, under the 
heading "Promoting Economic Growth 
in poor countries" he has written: 

"Victory in the mortal battle for 
development will go to those who 
know how to mobilise the idle 
labour of the countryside. Un-
developed areas have only one 
asset- their labour forc·e. At the 
moment, this used at best perhaps 
half the time, often much less. 
It is this less than full utilisation 
of an overwhelming majority-
upwards to 85 per cent-of the 
total manpower that explains the 

desperately low productivity and 
miserable 'standards of living." 

Shri Morarji Desai: This you had 
to learn from him? 

Shri Parulekar: No, I had learnt it 
earlier, as I will show. That is why I 
say .... 

Shri Morarji Desai: 
learn it yourself? 

You did not 

Shri Parulekar: The moment we get 
rid of the economic concept in its 
limited aspect and try to implement 
the concept in its full scope, we will 
be able to raise our economic resources 
to an immense degree and we will be 
able to develop the country at a much 
faster rate and register spectacular 
progress. 

I will now pass on to the next ques-
tion namely the main cause of our 
failure to earn adequate foreign or 
external resources. The source of OUT 
foreign resources is our foreign trade 
and, as you know, an overwhelming 
part of Our foreign trade is dependent 
on Western democracies. Naturally. 
therefore our failure must lie in the 

~  features of this foreign 
trade. Now let me analyse what those 
chief characteristics are. 

One of the chief characteristics of 
our foreign trade is that we have been 
earning less foreign exohange because 
the prices of articles which we export 
have fallen and, secondly, because we 
are paying higher prices for the arti-
cles which we import. Again in this 
connection to arm myself, I will read 
some quotations, the authority of 
which even the Finance Minister. 
knowing him well as I do, will not 
have the audacity to challenge. 'l11is 
Lc; from the Economic Survey of Asia 
and the Far East, 1957, page 20. 

"The trade situation of ECAFE 
countries in the current year was 
disappointing ...... The prices of 
important primary export commo-
dities fell." 
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Then, 00 page 27 it goes on to say: 

"The export price indices for 
certain important countries ex-
porting to ECAFE are shown in 
table 8" 

I will not read table 8 for want of 
time. 

"The index is for the second 
quarter of 1957 and were 6 to 9 
per cent higher than in 1955." 

Here is another quotatioOn from the 
International Monetary Fund Annual 
Report for 1959. I will read a small 
portion from page 8 and 9. 

"From 1954 to 1958 the terms 
of trade of these countries (pri-
mary producing countries) taken 
as a group have deterio:-ated every 
year, the decline for the entire 
period being of the order of 12 
per cent. The decline in the 
prices of primary products has 
been more than a cyclic develop-
ment." 

I would like the Finance Minister to 
ma:k tl'fe word "cyclic deveIQPment". 
It IS not a cyclic development, says 
the Report. Then, at page 1, the Re-
port says: 

"The decline in the prices of 
many primary products, which 
had begun ·in 1956 continued in 
1958 and there was a reduction illl 
the earning capacity of most of 
these countries, which created 
difficulties in their payment posi-
tions and acted as a brake upon 
their economic development." 

Tlais overwhelming ~ On these 
countries foOr our foreign trade has re-
sulted not only in imbalance in our 
payment position but also it has af-
fected our development. The Impor-
tance of this is brought out in another 
passage, which is of far more signi-
ficance. At page 114 of the Economic 
Survey of Asia and the Far East, it 
is stated: 

"Economic instability is clearly 
a complex phenomenon ...... First 
the effects on the country con-
cerned are of major proportions 
and can be seen more or less 
clearly. It has, for example, 
been estimated 'on global basis, 
that a change of only five per 
cent in average export is approxi-
mately equivalent to the entire 
inflow of private and public 
capital and government grants to 
underdeveloped countries." 

If there had been a slight rise of 5 
per cent, we would have been able not 
only to earn enough foreigJa xchang 
with which we would have been able 
to meet the expenditure entire deve-
lopmental programmes but much more. 

Now there is second chief character-
istic of our foreign trade. We know 
that there was recession in the world 
market, of the Western democracies. 
The recession affected us inasmuch 
as our exports fell and the prices of 
our exports fell. But the recession did 
not affect the countries where 
the recession had originated. The 
demand for the articles which 
they were exporting fell but the 
prices of their exports rOse. 

On page I of The Economic Surve1l 
of Asia and the Far East, m8, the re-
port says: 

"Thus the value of non-manu-
factured items in worrd trade de-
clined through a fa11 in <:l,uantum 
as well as in prices, whereas the 
manufactures shrank in volume 
while their prices actually increas-
ed." 

So the recession affected us but it 
did not affect them in earning their 
profits and in squeezing us, 

The third chief characteristic of our 
fore:gn trade of which we must take' 
note is brought out in the following 
few sentences in the same report which 
I will read. It says on page 20 of 
The Economic Survell of Asia and the 
Far East, 1958: 

"The exports of the primary 
producing countries in the Far 
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East have grown comparatively 
slowly when world ,trade was 

expanding 'and fallen more sharp-
ly when it declined." 

These are the three chief character-
istics which. will show why ow: eam-
ing of foreign exchange was not ade-
quate and how our entire reliance for 
our foreign trade on western demo-
eracies has resulted in earning less 
foreign exchange resources. These 
countries dictate our export prices and 
also dictate the prices of articles 
which we import. This trade squeezes 
and bleeds us. 

VVhat has been the consequence of 
this foreign trade? Failure to raise 
adequate foreign resources has led us 
to get ourselves indebted to a very 
great extent. We are indebted and we 
have to raise foreign loans for fulfil-
ing the limited targets of the Second 
Five Year Plan. But what is £fie pos't-
tion today? A large bulk of the loan 
which we took, we llave consumed by 
importing food. A part of it had been 
spent for developing the railways. 
But comparatively a very small part 
of it has been used for developing our 
industry of machine building. VVhat 
are the prospects? I am not sure but 
the prospects are very bleak. Perhaps 
it might be necessary that for repay-
ing the loans we will have to incur 
fresh loans. 

Shrl BraJ Raj Singh: That we are 
doing. 

Shri Parulekar: This is not just an 
imaginary fear in my mind. I would 
like to support it by another quota-
tion from The Economic Survey of 
Asia and the Far East, 1958. On page 
20 the report says: 

"In addition to the difficulties 
arising from the balance in the 
quantum of goods traded, the 
countries of the region have suf-
fered losses from the deteriora-
tion of the terms of trade ..... . 
If this deteriorating trend in tbefr 
terms of trade persists, it can only 
accentuate the continuing imba-
lance between earnings and pay-
ments which seems to be deeply 

imbedded in the trade and pay-
ment relationship of the primary 
producing countries of the ECAFE 
region with the rest of the 
world." 

So the fear which I expressed that 
in order to repay our loans we may 
be required to raise further loans is 
based on the findings of the ~  
Survey report which I have just now 
read out. 

There is another consequence of 
this trade which affects us adversely. 
Trade which is one of the sources of 
government revenue does not expand-
Sometimes it shrinks and it has al-
ready shrunk as a result of revenue 
from our renance on this trade. The 
highest figure of our customs duties 
was in 1951-52 and me ftgure of our 
revenue was Rs. 231.69 crores. Dur-
ing the last several year. it has oot 
gone beyond Rs. 170 crores and for 
the last two years it is Rs. 160 crores. 
So their revenue of the Government 
has fallen just because of these charac-
teristic features of foreign trade which 
I have mentioned. 

Perhaps the hon. Finance Minister 
may say that it is unfortunate but it 
is inevitable and unavoidable. VVhat 
else can we do. 

An Hon. Member: Protection. 

Shri Parulekar: I will not dilate 
upon this point because each of these 
points requires a good deal of argu-
ment. I will only pose the problem. 
But in order that he may not 
escape by saying that it is unavoidable 
and inevitable I would like to read a 
few sentences from the same CapitaL 
In an article written by Shri L. K. Jha 
Secretary, Ministry of Commerce and 
Industry, Government of India he has 
posed a question. Of course: it has 
to be developed. Now, this is what he 
says on page 69: 

"There has in recent years been 
a considerable increase in trade 
between Russia, Czechoslovakia, 
East .Germany and other countries 
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whose !oreig\1 trade is conducted 
by the State with the rest of the 
world. This deve10pment has 
gainej! lItrength from the fact that 
not only are these countries offer-
ing foods at competitive prices, 
but they are aliO willing to in-
crease their own purchases so that 
the buying countries' payment 
problems are eased. 

Here is an indication of how to solve 
this problem and carry on our foreign 
trade to the best interests of our 
country. 

Now I will come to the last point. 
I will deal with the characteristic 
features of this Finance Bill. So 
long I have dealt with the general 
features because we are on the thres-
hold of the Third Five Year Plan. 
It has been the consisten t policy of 
this Govenment to increase the bur-
den of indirect taxes which has to be 
borne by the common man. The hon. 
Finance Minister has also told the 
people in the country and this House 
as to what is in store in future for 
the common man. He has said that 
he wants to broaden the base of taxa-
tion, that is, he wants to broaden the 
base of misery for the common people. 
That is what it will come to. 

This year the special feature of the 
Finance Bill is that the urban middle 
class has attracted the attention of 
the hon. Minance Miinster and the 

~ Assessments 

1950-51 . 4,72,000 
1956-57 • 5,80,000 
1957-58 • 6,73,000 

main source of the additional taxes 
this year is the urban middle clall. 
What is the justification which the 
hon. Finance Minister advances for 
imposing these indirect taxes, for in-
creasing the burden of indirect taXel 
on the common man? His argument 
is that direct taxation has reached a 
limit. The Chairman of the Indian 
Chamber of Commerce paid a com-
plaint to him by saying, "At last the 
Government of India has appreciated 
our point of view." So he agrees 
with the Chairman of the Indian 
Merchants' Chamber by saying that 
direct taxes have reached a limit and 
that the burden cannot be increase OIl 

those who pay direct taxes. There-
fore naturally he poses before us a 
question, namely, what is the source 
for our Plan? If we want to have a 
plan we must have money and if it 
cannot be had from direct taxes the 
only other source is that of indirect 
taxes. That is how he justifies the 
increasing burden of indirect taxes on 
the common people, middle class Pe0-
ple and all sections of the people by 
saying that this is the only source 
available and though it is unfortunate 
it is inescapable. 

Are his arguments valid? That is 
the question which arises. The argu-
ment that those who pay direct taxes 
cannot bear additional burden of 
taxation is a pure myth not supported 
by facts and is absolutely baseless. 
I will give a table of statistics to 
prove how absurd it is. I will lin 
them under four heads: 

Income 
Tax left with 

Income assel- alsescd the assessee 
sed in in after 
Crores Cmres tax 

deduction 

S7S ISS 430 
936 217 719 

1,011 222 789 
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The facts which emerge in a nut-
shell from the Table are these. The 
first fact is that the total income of 
the class which pay direct taxes rose 
from Rs. 575 crores in 1950-51 to 
Rs. 1,011 crores in 1957-58. The in-
come nearly doubled. The second 
fact is that whereas the total income 
in 1957-58 increased by Rs. 436 crores, 
the income-tax revenue increased by 
only Rs. 67 crores. In terms of per-
centages, whereas the income increas-
ed by 79.9 per cent, the increase in 
direct tax was only 43.2 per cent. 
The third fact which emerges from 
this table is that the income left with 
this class after deduction of tax was 
Rs. 420 crores in 1950-51, but it was 
Rs. 789 crores in 1957-58. Lastly, 
taking the level of income in 1950-51 
as the base, i.e., Rs. 420 crores, the 
additional income which has accumu-
lated with this class dflring the last 
eight years is Rs. 1,441 crores. And 
yet the Finance Minister tells us and 
wants the House and the people to 
believe that this class of people can-
not bear any additional burden of 
taxation, and that is why the burden 
has to be borne by the common man. 

I have no time to prove that the 
indirect taxes have to be borne by 
the common man, while his real in-
come has not increased. If his real 
income had increased, and if the in-
direct taxes took away a small part 
of the rise in income, I could have 
understood the proposition, but that 
is not so. I have got sufficient mate-
rial in my possession to prove that 
the real income of those who have to 
pay the indirect taxes has not risen. 
I have no time to do it, but I would 
ask the Finance Minister to read the 
speech which was delivered by his 
colleague Shri Nanda the other day 
on the fioor of the House, and, if 
necessary, to have a discussion with 
him to find out whether the real in-
come of the large mass of the people 
in the country has increased, and 
whether the burden of indirect taxft 
is justified. 

1 will conclude by saying that the 
Finance'  Minister by producing this 
Finance Bill has loyally served the 
interests of the class which he re-
presents. 

Shri Tyagi: A parting kick? 

Shrl Moradl DeSat: I am glad 1 
do not es t his class. 
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~ ~ ~~ ~ 
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Pandit K. c. Sharma (Hapur): The 
Finance Minister has had compli-
ments from all commercial bodies 
that voices the opinion in the country. 
So far as the satisfaction and content-
ment even of a class is concerned, I 
congratulate him. But the story does 
not end here. The simple question is 
that we have lagged behind in the 
development of our industrial and 
agricultural produce and in raising 
the standard of living of our people 
for more than a hundred years. 'nle 
Industrial Revolution in England be-
gan with James Watt and the work-
ing of the steam engine. When steam 
came in, no less than a man than 
Goethe, one of the greatest geniUSes 
that the world has produced stood 
against it. No less a man than 
Napoleon stood against the steam-
ship. So, it the Finance Minister and 
the Government find any difficulty in 
carrying on against hard opposition, 
it is not a strange phenomenon. 

I realise his difficulties. As I move 
from place to place, there is only one 
cry, that this Government is nothing 
else but a taxing Government. Now, 
a taxing Government is never a tax-
ing Government only, because tax 
means money, and money is a dyna-
mic force. Any dynamic force must 
create something. So when taxes are 
hi8h, it means something else must 
needs be high. Taxes cannot be 
thrown away in the streets or on the 
road. They are utilised in produc-
tion and production means rafaing the 
.tandard of living. 
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[Shri K. C. Shanna] 
The difficulty in the situation is 

that while the industrial revolution 
began with the Watts engine and 
steam power from 1780 and lasted till 
1840, things began to move rapidly 
from the beginning of the 20th cen-
tury. So the agricultural revolution 
started in 1750 and lasted till 1850. 
After 1862, the great strikes in agri-
cultural production in Gennany, USA, 
Czechoslovakia and other countries 
began to come into scene. 

These revolutions had their own 
troubles and difficulties. Yet after 
hard struggle, they produced wonder-
ful results. The result was that the 
standard of living of the people was 
raised and their working capacity 
enhanced. Education spread and &et-
ter living was secured. 

We have the advantage that we can 
count uPOn the experience and know-
ledge of our predecessors in the field 
elsewhere in the world. We have also 
got the advantage of the people know-
ing full well that they cannot remain 
stagnant and static and they have to 
move forward, and they are willing 
to take to the job and face the diffi-
culties. At the same time; We have 
got a long history and tradition of 
remaining as we were. We have to 
face what is called the 'inertia resist-
ance'. You see this inertia resistance 
today in the cries for freedom. No-
where in the world will you find a 
party like the Swatantra Party. 
Nowhere in the world will man claim 
full freedom. Full freedom is the pri-
vilege of a beast, not of a man. 
However highly placed a person may 
be, there has to be limitation on his 
freedom; whoever claims the fullest 
freedom to move about and behave as 
he likes is denying himself the evolu-
tionary process of development of the 
very life. This is possible only in 
India because, situated as we are, we 
are traditionalists. We look to the 
past much more than to the future. 
This is great diftlcu1ty and a great 
danger and an obstacle which ordi-
nary administration will ever fail to 

face. It is a heroic task which thia 
Government has to face and I con-
gratulate it on facing it well and 
bravely. 

I agree with the observation of some 
of the previous speakers that we 
should not fight shy of high taxation. 
I do not agree that direct taxation has 
reached its saturation point. Taxa-
tion is necessary. If you look at the 
countries which were ruined by the 
Second World War, what do you find? 
For instance, West Germany had to 
face the rehabilitation problem of the 
refugees. We had also to face a simi-
lar problem. West Germany imposed 
a capital levy of half the property 
for rehabilitation purposes. The 
people did not grudge it. They faced 
it bravely. They parted with their 
property. 

Unfortunately in this country, as 
also even in the most advanced coun-
tries there is this phenomenon, that 

~ is no one civilisation. It is 
wrong to say that there is such a 
thing as one civilisation. There are 
two civilisations in the world, run-
ning parallel to each other-the civi-
lisation of the rich, the privileged, 
and the civilisation of the poor, start-
ing, hard-working people. lit is so 
in India. It is so even in the USA. 
On the one side, we see people living 
in palaces, people having all ameni-
ties that the human mind can produce 
or even conceive of and on the other, 
we see people who are helpless, who 
work hard who can only wIsh to en-
joy all ~ pleasures and amenities of 
life. 

Here in India, there is no question 
even of pleasure. There is a terror 
of the privileged people, of whIch the 
Nanavati case is an example. It is 
an indication of where we are going. 
In the streets, in the cities, I see on 
the faces of the poor helpless people, 
particularly the middle class, whose 
houses have been mortgaged to the 
blackm8l'keteer. There is terror of the 
rich. They can do anything, despite 
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all over-assertions about service and 
.so on. The poor man feels helpless 
against the privileged class. This is 
not a phenomenon which you see in 
other countries. It is not the case 
there. But here the rich has struck 
terror in the heart ot the common 
man, in the heart of the man who has 
.got to go On toiling in the factory or 
field. 

So my fi:-st proposition is that the 
greatest need of the hour is the train-
ing, scientific training, of our admi-
nistrative cadre, a training which will 
make them work the Constitution 
and share in the development of the 
c:ountry. They should not only be 
honest men, but thE:'y should be a 
dynamic force to reach the proposed 
goal of better living for our people. 
But this is lacking now. It is no fault 
of anybody, because you know we 
started late in the game and one takes 
time to learn. Anyhow, we have to 
learn it. Let us learn it and let us act 
bravely. Things cannot be allowed 
to move as they are moving. They 
have to change, and if We do not 
change them, somebody else will come 
and change them. We will then be 
washed away because things, as they 
'are, an impossible proposition. 

With regard to this Budget, I have 
10 submit that this is a good Budget 
150 far as the contentment of certain 

~  are concerned, but it is a bad 
Budget so far as the economic dyna-
mism of social objectives' is concern-
ed. The modern budget is an indica-
tion of the changes of life in the 
people. In that aspect, this Budget is 
sadly lacking. There is no indication 
'of any social objective, of any econo-
mic dynamism. It is, of course, true 
1hat it is a means to provide the 
'wherewithal for working and support-
ing the Plan for development. But. 
even a plan of development has to 
be helped and supported in a certain 
way. In the view of economic dyna-
mism or social objective, that way Js 
11 'negation in this Budget. 

I would like to point out aonther 
aspect of' this Budget. Of course, it 
is obligatory and it is the purpose of 
a Budget to secure money, the means 
to run the administration and to sup-
port the developmental plans. Socia-
lism presupposes a dynamic move-
ment. At this time of the develop-
mental plan in human affairs, that 
socialism means a dynamic movement. 
Therefore, any measure that stands in 
the way of speed or movement is not 
in accord with the concept of social 
progress. 

For instance, what does the tax on 
cycles mean? If you eliminate the 
cycle in a man's life, a man who ·has 
to go to the factory tor his work, it 
means two hours walking. Then, 
two hours' worth of work is lost to 
the community. Therefore, even a 
tax on cycles is not a scientific tax, 
because it puts an obstacle in the' 
movement of the man who is doing 
work; and so other taxes also. Diesel 

~  tractors and others which are 
means of production, which create 
something on which the help are just 
called the first grade of movement. 
They do not verge on luxury nor 
even on comfort. They are lhe 
things which help in the bare move-
ment of a worker. Taxes on such 
things are not scientific and, as such, 
are not acceptable propositions. From 
that viewpoint, I think, this Budget 
is not a scientific Budget. 

It might be a very good accoun-
tant's Budget-so far as collection of 
money is concerned. But it is a bad 
Budget so far as the psychological 
and scientific base are concerned. I 
beg to submit that it is time that, we 
learn to move and move faster and 
bring a dynamic change. If we re-
main so what we have been, it is no 
good. 

The most difficult thing in Indian's 
lite is the inertia resistence. Thill 
has, somehow, permeated into the 
very bones and blood of the commu-
nity. Despite all our best efforts, 
despite the grea,test man moving us 
all along, we fail to catch up. 
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Mr. Depu.ty-Speaker: The hon. 
Member should 800n conclude. 

Pandit K. C. Sharma: So my res-
pectful submission is that Budget, 
through it may be good from the ac-
countants' view point and so far as 
providing money is concerned, it is 
bad on scientific and psycholoeical 
.rounds. 

My other point is this. We are 
passing through a revolutionary stage 
both in industry and in agriculture. 
So far as industry is concerned, we 
have big concerns, the steel plants, 
the aeroplane plants and others. For 
making them scientific We have invi-
ted and imported technological know-
how from all over the world. We 
have also got resources from where-
ver we could find them to build up our 
great plants. All congratulations. 
But, no country, much less a back-

'ward country, can have significant 
industrial revolution without agricul-
tural production being raised side by 
side with it, .for the very simple rea-
son that in the country over 75 per 
cent of the people are dependent 
on land. 

If you produce consumption goods 
you must have the purchaser. We 
are not a country which can have a 
market outside in the world. So, 
our market must be created in this 
very country. Markets could not be 
created unless we raise the livin, 
standards of the peasantry. When 
industrial revolution took place in 
the world, side by side with it agri-
cultural revolution also took place. 
People worked day and night and 
roamed about in the country. In 
England you will find that cattle 
breeding was suited to English condi-
tions, producing the best pedigree 
bulls and best pedigree cows. But here 
in India even the best breed, the Hissar 
is falling. It is vanishing. So, if you 
have to bring for industrial production 
the know how from outside, I say that 
even in agricultural production the 
things that exist here ·and the ways 
in which we haVe been doing that 
are not sufficient. 

The first thin, is that our people 
are ignorant. Social welfare is a 
very good; it is a sweet word to pro-
nounce. It is good to appeal to senti-
ments. But what is the outcome? 
You spend Rs. 4 crores or Rs. 8 crores 
on social welfare schemes. But what 
is the fruit thereof? If those Rs. ~ 
crores are used in opening village 
agricultural schools, then the fruit is 
bad. There is some significance in 
that. 

What I beg to submit is that lhe 
prime need of the country today is 
that industrial revolution should go 
side by side with resolution in agri-
culture. The first and foremost pri-
mary necessity is that at the village 
level there should be a primary 
school of agriculture and the village 
boy should have, from primary edu-
cation to the service extension level 
education at the village. In the city 
level and in the district level, there 
should be an Intermediate College (,f 
Agriculture; and in the State level, 
there should be research institutions 
where new researches and new dis-
covering about the ways of breeding. 
about seeds, irrigation and various 
other problems could be made. The 
services should be organised to help 
and create new situations in which the 
farmer would be able to produce bet-
ter and producp more. 

One thing more and it is this. Here 
in India, as elsewhere, we have got 
the capital; we have got the industry. 
We have got an organisation of the 
employers, the capitals; we have got 
an organisation of labour, the trade 
unions. There is no organisation of 
the peasants as such. In the U.S.A. 
a movement was started, a movetnent 
for the Third Force. That is, there 
should be an organisation of the peas-
ant as there is an organisation of the· 
employers or the capitalist and an 
organisation of the labour. You know 
the standard of life of the p:.-asant or· 
the producer cannot rise because the 
farmer is the only unfortunate crea-
ture. ~ cannot dictate the 'Price of 
the commodity which he produces; 
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he has to accept the price that is 
offered. There is no other producer 
who is forced to accept a price which 
t.be other man pays. Every other 
producer dictates his own price; but 
the peasant cannot dictate his price. 

In other countries there are mecha-
nisms by which the prices are fixed. 
The parity of the prices is measured 
in tenns of non-fann commodity. 

M. Deputy-Speaker: The hon. Mem-
ber must now conclude. 

Pandit K. C. Sharma: So, I beg of 
the hon. Minister to bring into exis-

• tence an organisation in which the 
prices of the agricultural commodi-
ties would be measured in terms of 
non-fann products. The standard of 
living of the peasants may be raised. 
By raising it the purchasing power of 
the majority of the people will be 
increased, which would directly help 
the progress in the industrial sector. 

Dr. Krishnaswami (Chingleput): 
Mr. Deputy-Speaker, Sir, both in the 
Budget Speech and in the subsequent 
statements to the House made by the 
Finance Minister and his colleagues 
there is 'a curious sense of unreality. 
U is not merely complacency because, 
in fairness to the Finance Minister 
and his colleagues, they have made 
it clear that they tio not view the 
current economic situation with com-
placency, that they are seized of the 
stresses and strains through which we 
are passing through. But a sense of 
unreality persists because the con-
crete policies of the Government Jo 
not as yet seem to bear the imprint of 
the crisis through which the country 
is passing. 

The crisis in the political field arises 
mainly from the uncertainties on the 
northern border. The fact that after 
a brief period when there were hopes 
Of. significant improvement in Indo-
Pakistan relations we have once again 
Blipped back on that front adds to 
the gravity of the situation. There is 
no point in carrying on as if nothing 
Ilas occurred, as if no change has taken 
place. In the political context, there 

is at least as yet no evidence of fresh, 
thinking on ,some of the basic postu-
lates of foreign policy. 

In the economic field, there is grow· 
ing evidence that our difficulties are, 
if anything, going to be greater in 
the coming year. Wholesale prices 
and, more particularly, retail prices 
have been rising more or less steadily 
over the past two years. There is 
excess liquidity in our monetary 
system. There is no discernible 
evidence of any bigger lasting push to 
agricultural production. This is true, 
particularly, of agricultural raw 
materials and essential food articles. 
vegetable oils and various other 
items. We have been, I regret to say. 
far too much ~  about food-
grains and their prices. Though they 
are, no doubt, very important, they 
do not by any means tell the whole 
story. The time has come when we 
should be equally vigilant about pro-
duction trends of all other agricu1· 
tural commodities. 

In the coming year, the outlook for 
foodgrains is not likely to be bright 
unless we have a bumper crop of rice 
this winter. The production of cotton 
textiles continues to be in the dold-
rums because of the shortage of raw 
cotton, and the prices of cotton 
textiles are rising. Pr:oduction of 
steel has risen but not as much as 
We anticipated. Production of coal is 
well below the target, and the short-
age of high-grade coal has begun to 
affect production in certain lines 
including the output of fertilisers of 
Sindri. The pressure on foreign 
exchange reserves which had abated 
during the earlier period of 1959-60 
has again tended to increase. 
Altogether, Mr. Deputy-Speaker, 
there is a building up of inflationary 
poten tial in our system. Of course, 
this has been recognised in the econo-
mic survey presented to us by the 
Finance Minister. but neither in the 
economic survey nor in official state-
ments in Parliament or outside is 
there any concrete indication of how 
the Government intends to tackle the 
situation. It is ,not enough to reite· 
rate, as some of my hon. friends, do, 
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that a developing economy is bound 
to face such strains. That does not 

-help because essentially these strains 
·do create a vast human problem, and 
unless we are able to mitigate these 
stresses and strains they will acquire 
-dangerous proportions. And yet, in 
the economic as in the political field 
there does not seem to be any aware-
ness of the changed context, no sense 
of urgency, no sense of crisis. Of 
course, it may be argued that there 
.is no advantage in being panicky and 
being rushed into hasty steps, but let 
Us realise that we cannot afford to 
continue along the same beaten route 
and that we have to think afresh on 
all these questions. 

What should be our policy? In the 
political field, Sir, the occasion of the 
forthcoming talks with the Prime 
Minister of China should be utilised 
to make it clear that our stand on 
the border issue is firm and irrevoc-
able, that there is no question of 
negotiating except on the .basis of 
'historically determined frontiers 
either by past treaty or ancient 
usages. Even if the talks fail, because 
-we stick to our position, it would by 
no means be a tragedy. On the other 
hand, if the process of negotiation 
results in any kind of a compromise 
solution in respect of our frontiers 
we would have lost the consistency of 
a major principle. The way would 
then be open for further demands for 
territorial adjustments supported in 
practice by a fait accompli. This has 
to be avoided not only from the 
angle of consideration of our own 
territorial integrity but also from the 
point of view of having a policy which 
is based on a consistent view of inter-
national behaviour and obligations. 
What is at stake is not a few miles 
of inhospitable territory, but the 
moral and political position of 'India 
in South-East Asia and in the rest 
-of the world. 

The approach to the political pro-
blem has its economic counterpart. 

Unless the leadership-and this 
includes not only the Government but 
also the ruling party-is able to instil 
at the grass roots level a sense of 
urgency and a sense of purpose there 
will be little material change. There 
is no doubt that we have achieved 
in the past ten years a certain degree 
of succe"s in our efforts to develop 
rapidly. 'I am aware of the 
figures that are supplied to us by 
the Economic Survey and by the 
Planning Commission. But the effect 
of these developments, let us recognise, 
have still not percolated to large 
sections of our society. They have ) 
yet to see any material change in their 
way of life, in what they produce, how 
they produce commodities, how much 
they produce and what improvement 
there is in their level of living. 

It is true that we cannot overcome 
the stagnation of a century within a 
decade, but unless we are able to 
recruit the enthusiastic and active 
support of millions of our people in 
the process of development our 
economic difficulties will increase 
rather than diminish in the coming 
years. 

For in.>tance, it is clear from all 
accounts that have been supplied, 
both officially and non-officially, that 
the kharif and rabi campaigns launch-
ed last year have had only a limited 
response. Have we learned from that 
experience? If so, what precisely do 
we intend doing about that in the 
coming months to ensure better 
response? Take the problem of dis-
tribution of foodgrains, the anomalous 
situation where substantial propor-
tions of our country's population con-
tinue to ~  between 30 per cent and 
40 per cent more for foodgrains than 
in other parts of the country. It is 
true that in a period of shortage or 
of scarcities a restriction on move-
ments is one way of avoiding diffi-
culties and orgamsmg distribution 
better. But the implicit assumption 
in all zonal controls is that procure-
ment in surplus areas enables signi-
ficant diversion to deficit areas to be 
made in order to bring down the 
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·prices. And that is the better method 
of distribution than to allowing the 
prices to rise in surplus areas and 
fall in deficit areas. Experience so 
far, however, in all the surplus areas 
has shown that procurement has been 
nominal, that zonal ~ are 
rigorous, and the only result has been 
a wholly iniquitous system of distri-
bution of foodgrains. 

There is a great deal of talk about 
price policy and price stabilisation. 
We understand that the National 
Development Council is expected to 
evolve an appropriate price policy. 
How fatuous that thi;; body, which is 
possibly the highest policy-making 
body in this country, should concern 
itself with price policy and not with 
other economic policies? The simple 
truth of the matter is that prices are 
a resultant of economic factors: they 
are the result of various forces in 
the economy; of the levels of 
aggregate demand, of production, of 
money supply of taxation and of dis-
tribution. If prices have a persistent 
tendency to rise, the solution is to be 
found not in formulating a price 
scheme but in adjusting our economic 
policies. If the whole Plan is not in 
balance 01' if there are substantial 
sectors in which it is in imbalance, no 
price policy can possibly solve the 
malaise. And yet, it is the impossible 
thing wtih which the Nation Develop-
ment Council has been concerned for 
the past two sessions. One should at 
least have a sense of realism in 
tackling such problems. One should 
have at least a certain level of expert 
knowledge to be displayed by the 
members of the Planning Commission 
in suggesting possible remedies to 
various representatives of the 
National Development Council. 

There is indeed a touch of faith in 
tile ability of a price policy to solve 
the problem of prices just as there is 
in certain academic circles of Poona 
a perennial insistence on an integrated 
system of controls as a solution to 
what is. basically a problem of increas-
ing production, which is advocated. 

What is the policy that we should 
adopt? My hon. friends have referred 
259 (Ai) LSD.-6. 

to various taxation measures propos-
ed by the Finance Minister. I should 
like to invite the attention of this 
House to something which is basic. 
The main issue which is going to face 
the House and the country would not 
be so much the level of direct or 
indirect taxes as our capacity to con-
trol the inHa1.ionary pu1.ential. A 
sharp rise of ten points in the cost of 
living index would lead to a greater 
amount of misery than about ten to 
twelve of these excise taxes put 
together. I do not have the necessary 
figures or the time at my disposal, 
but when in 1958, the National Deve-
lopment Council announced, without 
having the necessary buffer stock, 
without having the knowledge of how 
to organise a market, the policy of 
Statc trading, immediately there was 
a sharp rise in the price of wheat 
which led, according to my estimate, 
to an increase in profits of about 
Rs. 65 crores in the pockets of middle-
men. That itself, apart from rising 
the prices, also raised the cost of 
living of large sections of our people. 

One should concentrate, particularly 
in these days of planning, not just on 
taxes but on the economic situation 
as a whole, and 'I would wish my hon. 
friends who are speaking SO much in 
favour of the common man to con-
centrate their attention on the 
dangerous infiationary potential that 
is growing in our system. 

We talk of increasing exports, but 
what are the incentives that we have 
given to increase the production of 
agricultural raw materials? One 
should realise that in a growing and 
dynamic economy where incomes are 
increasing, internal demand is bound 
to increase; and unless there is an 
overall increase in the production of 
raw materials and those commodities 
which are in demand both in the 
internal and external market, a 
dangerous situation would result. 
There is, however, in my judgment 
not enough attention paid to these 
factors, and I would only wish and 
hope that all my hon. friends who 
have devoted so much time to these 
problems and who are advised by 



12'199 FiftClftce Bill APRIL 20, 1960 FiftClnce Bm 12.800-

[Dr. Krishnaswami] 
great experts of the Planning Com-
mission will find some little time to 
examine some of the basic features of 
our growing economy. 

I have already spoken about the 
political factora which we have to take 
into account and I do not want to 
add anything more to that. But I do 
wish them to realise that a sound 
economy, well-geared and maintained 
in balance, would after all giVe us 
greater might in an hour of crisis and 
we would be able to draw more freely 
and much more on our resources than 
we would in an economy which is 
run on haphazard lines. 

Shri SoIlUUli (Dausa): Mr. Deputy-
Speaker: Sir, the hon. Finance Minis-
ter has announced this moring cer-
tain readjustments of the duties levied 
at the time of the original budget. 
In my opmlOn, the adjustments 
announced are not quite adequate and 
should have lone further. But Ol.e 
should be thankful for small mercies, 
and I would, therefore, welcome this 
opportunity of congratulating the 
Finance Minister for whatever con-
cessions he has been able to announce 
in certain directions. Unfortunately, 
the list of concessions does not include 
any concessions so far as the corporate 
sector is concerned. The Finance 
Minister has of course made some 
reference about the difficulties which 
the preference shareholders are 
experiencing due to the new policy of 
company taxation and structure. I 
welcome that assurance, and I do hope 
and trust that if opportunity arises, 
and if certain companies do not come 
forward to compensate the claims of 
the preference shareholders, Govern-
ment should come forward at the 
appropriate time to see that the 
interests of the preference share-
holders are properly safeguarded. 

I have heard a lot of criticism 
about the direct taxation structure 
and a plea has been made as if the 
Finance Minister has been unduly 
favourable towards this sector, and a. 
if the incidence of indirect taxtion 
ia unduly heavy. When we talk of 

taxation, we must not lose sight of the 
fact that taxation itself cannot be an 
end in itself but it is only a means 
to an end. When the private sector 
asks for certain concessions and in-
centives it is mistaken as if the re-
presentations are being made for 
making individuals richer, and the 
basic fact is lost sight of, namely that 
these concessions are being asked for 
to stimUlate production activity in 
the industrialisation of the country. 

I have no doubt in my mind that 
taxation in the direct field has reaeh-
ed the saturation point and, if any-
thing, there is a need for some re-
liefs and concessions to be iiven to 
this sector. I would like respectfully 
to submit that any such concessions 
which can be given and which ought 
to be given will pay rich dividends 
to OUr national economy. (lnterrp-
tion). After all, certain facts and 
figures were given about the income 
form the direct taxation sector and 
how the increase in the income-tax 
has not been corresponding to the in-
crease in the income of this sector. 
But the basic fact that is lost sight 
of is, whet ever resources ha\re been 
left with the corporate sector due to 
certain sacrifice of revenue, maybe in 
the shape of additional depreciation 
or development rebate, all those re-
sources have gone into the increase in 
the productive capacity of the various 
industrial units and have enriched 
our economy in so many ways. It 1&, 
therefore, no use belittling the signi-
ficance of the resources which have 
been left with the corporate sector 
and the manner in which those re-
sources have been utilised in the ex-
pansion and establishment of new .in-
dustrial enterprises. 
15 hrs. 

'I have no doubt in my mind that if" 
an impartial analysis is made of the 
achievements Of the private sector, 
whatever may be its shortcomings and 
failings, the achievements are· bound 
to be regarded as impressive. I will 
go a step further and repeatthe 
memorable words which Sir Winston 
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Churchill had used at the time of the 
last war, wht!n he wrote to President 
Roosevelt of America: "Give us the 
tools and we shall produce the job". 
Similarly, when the private sector is 
asking for more resources, it is ask-
ing for more tools in its fight against 
poverty and unemployment. Facts 
and figures can be given to show that 
whatever resources have been left in 
the field of the corporate sector have 
been used in the best possible manner 
for the benefit of the country and of 
the community at large. 

The facts are quite obvious. So far 
as the field of personal taxation is 
concerned, my hon. friend, Shri Karni 
Singhji was arguing a little while ago 
how the incidence of taxation that a 
certain higher income-groups have 
to pay to the State exchequer is more 
than 100 per cent of their income. 
It is true that this is inclusive of the 
wealth tax, but the fact remains that 
you can imagine the reactions of a 
person who, if he invests something 
in an industrial undertaking has to 
meet the loss from his own resources, 
but if he makes something out of the 
working of the undertaking and gets 
some income, he has to surrender the 
entire income to the national 
exchequer. It Jr.3y be all right from 
the point of view of those who talk 
in terms of still further wide scope 
for increaSIng direct taxation. But if 
we see the trend of the taxation 
measures in various advanced coun-
tries IJke U.K., U.S.A., West Germany 
and even Pakistan, we will find that 
a number of concessions have been 
given during the last two or three 
years to the corporate sector to en-
courage them to utilise the additional 
resources for the increase in industrial 
production. 

So far as the corporate sector 1.1 
concerned., I would like to give cer-
tain figures which are given in the 
December nsue of the Reserve Bank 
of India Bulletin, which will show 
that the corpora·te sector is left with 
no surplus after paying taxes and 
dividends to the shareholders: 

"Though profits after tax 
increased by Rs. 3· 1 crores. 
dividends or profits distributed 
did not show an appreciable rise, 
the figures for 1957 and 1958 
being Rs. 16·4 crores and Rs. 17'0 
crores respectively; consequently. 
profits retained moved up from 
Rs. O· 5 crores in 1957 to Rs. 2'8 
crores in 1958. Retaim."'ti profits 
expressed as percentage of proflts 
after tax formed 10· 6 per cent in 
1958. 

The return on equity capital, 
indicated by profits after tax to 
net worth, rose from 5·1 per cent. 
in 1957 to 5·9 per cent in 1968 
However, the ratio of dividends to 
net worth remained unchanged 
during the year, at 5· 2 per cent." 

This is the story after studying about 
462 companies in the private sectol', 
which shn'ws the nature of the 
resources which have been lett with 
the private sector after paying taxea 
and dividends. I do not see, there-
fore, any justification for the inference 
that there is any scope for upward 
increase both in the field of personal 
taxation as well as in the corporate 
sector. 

I need not labour on this point 
further, as the ·hon. Finance Minister 
has indicated more than once that he 
has no mtention to give any relief, 
even if the realisations in the new 
system are more than what is budget-
ed for. But 'I would like to make a 
plea here for some consideration for 
the small-scale and medium-scale 
industrial enterprises. Our Prime 
Minister, in his address to the Federa-
tion the other day, visualised millions 
of small-scale and medium-scale 
enterprises springing up during the 
third Plan and the subsequent period 
in the private sector. Similarly, the 
leaders of the business community 
have also visualised a very dYnamic 
and rapid expansion of the field of 
private sector in small-scale and 
medium-scale industries. Shri G. D. 
Birla, on more than one occaaion, at 
the time· of the business convention 
and at Ahmedabad visualised the 
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increase in the number of companies 
and investors to lakhs and that shows 
how both the Government and the 
private sector are on common ground 
and how there is no controversy so 
far as the development of small and 
medium-scale industrial enterprises 
are concernpd. 

Here again, the hon. Finance Minis-
ter has not seen his way to have 
utilised a part of the increased re-
sources whir'1 hr, will gather from 
this new taxation structure to be 
passed on to promote the industrialisa_ 
tion in these fields. There is a rebate 
of 5 per cent. no doubt, in the super-
tax when the income of a company 
is below Rs. 25,000. First of all, only 
public limited companies, having an 
income of Rs. 25,000 will be eligible 
to lhis rebate. So far as the small 
entrepreneur is concerned, you will 
realise how difficult it is for hin. to 
float public limited companies. From 
that point of view, this relief is hard-
ly going to be effective so far as the 
small-scale sector is concerned. So, 
it is necessary that the distinction 
between public and private limited 
companies, so far as this aspect of 
relief is concerned, should be abolish-
ed. This 5 per cent also is not quite 
enough. At a time when we are 
thinking of very rapid expansion in 
this field, it is desirable that the hon. 
Finance Minister should have con-
sidered some more relief at least for 
this sector. 

It is not the question of taxation 
alone. We have heard recently how 
a lot of difficulties are caused by cer-
fain procedures and regulationa, which 
of course are inevitable in a planned 
economy. But these could easily go 
to an extent as to retard the achieve-
ment of the very objective we have 
·n. view. Certain controls and regula-
tions may be necessary. So far as the 
big busine5S houses are concerned, 
somehow they may be able to go 
through all these formalities. But r 
am drawing the attention of Govern-
ment to the handicaps which come in 

the way of the small entrepreneur-
going thtough all these hurdles and 
formalities under the company law, 
capital issue restrictions, import 
licences, industrial licences, avail-
ability of raw materials, availability 
of the necessary financial resources 
from the variou,; Government 
agencies, etc. 

1 have got some experience in this 
regard. The hon. Finance Minister was 
telling us the other day very rightly 
that he wants Government assistance 
and loan facilities from these cor-
porations to flow more and more into 
the field of small and medium-scale 
industries, -rather than big industries. 
But the fact remains that Govern-
ment themselves have to take some 
positive measures to make it possible. 
After all, the security which is offer-
ed by the big business houses facili-
tates the sanction of the loan facili-
ties from finance corporations. But 
if you want really to channelise these 
resources to the small and medium-
scale sector, naturally some preferen-
tial treatment will have to be given 
by these corporations in the matter 
of security and safety. I welcome, 
in this connection, the announcement 
of the hon. Finance Minister the other 
day about the Reserve Bank of India 
Act being amended so as to ensure 
certain guarantees being given for the 
small-scale sector. But much more 
needs to be done. There is a lot of 
rigidity and delays are just ~  in 
the way of the rapid progress which 
we all want. 

In this connection, I would also like 
to draw the aUention of the Govern-
ment to the very big resources which 
are lying with the Re-flnance Cor-
poration. Tlie amount is as big as 
Rs. 371 crores. n is specially ear-
marked for increase in production in 
the private sector. Although more 
than three years have passed since 
the Re-flnance Corporation has began 
to function, only some Rs. 2 crores 
or 3 crores have been 80 far distribut-
ed and the entire balance amount 
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remains locked up. I would, there-
fore, suggest that the rules and regu-
lations which are in force should ,be 
relaxed and steps should be taken to 
ensure that these relaxations are 
decided at any early date. 

Then I would like to refer to the 
price policies which the Government 
follow in regard to certain commodi-
ties which ,'are in scarce supply. I 
quite understand the need to ensure 
that the consumers do get the benefit 
of controlled rates when the produc-
tion does not keep pace with the 
demand. But the basic objective in 
the formation of these policies should 
be to ensure the expansion of pro-
duction of that commodity rather than 
to depend on these controls for ,an 
indallnite period. I find that no uni-
form policy is being pursued by the 
Government on Tariff Commission in 
this connection. In certain cases cer-
tain elements of expansion cost is 
allowed in the calculation of the 
price that is allowed. In certain 
cases, certain rehabilitation allowance 
is also allowed. In certain cases,' cer-
tain other costs are allowed whereas 
in certain cases they are not allowed. 
My submission is that if Government 
want the production to increase, they 
should not take such a rigid view as 
to make things difficult for such con-
trolled industries. Indeed, from the 
way in which the stock exchanges 
have behaved, so far as the prices of 
those shares of those controlled com-
modities are concerned, it will be 
quite obvious that they are not getting 
a fair deal. 

Look at the question of the cement 
industry. We saw the other day the 
Estimates Committee pointed out how 
the State Trading Corporation has 
taken such a big share of the prices 
which are paid by the publfe. Even 
a small increase in price in the 
cement industry on the basis of the 
very formula which the Tariff Com-
mission has laid down has not been 
allowed.. The Government have not 
been forthcoming to take a temporary 

decision to ensure that the industry 
will not suffer. Months have passed 
since representations were given, the 
question 'is being examined and yet 
no final decision is given. I am, 
therefore, submitting that in order 
that our production will not 
suffer, it is very essential 
that the policy of the Government in 
relation to commodities which are 
"on trolled should be such which will 
ensure their expansion programme. 

One word more and I will finish, 
and that is about the textile industry. 
The difficulties consequent on the 
Wage Board recommendations have 
been brought to the notice of the 
Government. I wish that the imple-
mentation of these recommendations 
should be linked with increased pro-
ductivity. Mter all, if you want to 
avoid increase in price of such an 
essential commodity as cloth, natural-
ly you have to ensure that the 
increased incidence is neutralised by 
increased production and ,by various 
scientific re-assessment of the work-
loads in various sectors it is possible 
to achieve this result. 

Shri Narayanankutty Menon: But 
the hon. Member is a party to the 
decision of the Wage Board, and their 
report is a unanimous one. 

Shri SollWli: The Wage Board 
itself suggested that the Government 
should set up a body to bring about 
rationalisation. I am not making any 
suggestion which is not in the Wage 
Board report itself. The Wage Board 
strongly recommended that, if neces-
sary, Government should intervene 
and bring about rationalisation in the 
various sectors, which is really long 
overdue. Modernisation of the textile 
industry would require an enormous 
anlount of money. I think it would 
be Of the order of P.s. 200 crores. 
That has to come one way or the 
other. Either you have to increase the 
profitability of the industry so that 
the industrY'''"Nill be able to attract 
that capital trom the market, 01' else 
the Government or the N.I.D.C. will 
have to come to the rescue of the 
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~  because this is a premier 
Industry on which so much drpends 
In various sectors of Our economy. SO, 
the modernisation programme of thIS 
industry should receive the first 
priority which it deserves 

SJari C. R. PattabhJ Raman (Kumba-
konam): Mr. Deputy-Speaker, as has 
lteen pointed out at the Sadaslva-
nagar session of the 'Indian National 
Congress, the general po1!cres and 
programmes laid down by the Gov-
el"Dlbent and adopted have resulted 
in 'agricultural and industrial dev. 
lopment and it has been widely 
appreciated that the measures taken 
bave justified themselves. But there 
is no doubt that there appears a gap 
between the policies and programmes 
aDd their implementation which slOWS 
down the rate of progress. Therefore 
J would suggest at the very outset: 
that steps must be taken to ensure 
that the policies and programmes laid 
dbWn should be carried out without 
delay so that the progress is speeded 
up. The administrative service3 of 
]ndia are competent. But they have to 
function under the rules and proce-
dures which may cauSe delay. So, 
these rules and procedures have to 
be modified. It must be understood 
that mere laying down of right poli-
des and programmes is not enough. 
The test is performance or implemen-
tation. It is on the basis of these 
tests that the individual officers shou'd 
be criticised or given praise. Res-
ponsibilities should be fixed on par-
ticular individuals in the administra-
tion for specific tasks in relation to 
a programme. The emphasis On pro-
eedure which causes delay and ham-
peN initiative should be changed. 
'l'JIere1ore, any attempt that leads to-
wards 'our objective, which aims 
ja the near future of attaining 
a self-sustaining and self-gene-
:ratln. economy, both in the agricul-
t.al and industrial sector, is very 
~  

Hmng said that, I wish your leave 
to go to economy in civil expendi-
Wf'. It win bf! of interest to the 

HOuse to know that the Government 
of India, being the largest single em-
ployer in the coun.ry, the budgetary 
pOsition, so fa.r as Government was 
concerned, in 1949-50 was Rs. 850 
crores. It rose to Rs. 840 crores in 
1959-60. The civilian personnel ex-
cluding the AdministratiVe ~  
(les, lAS etc.) and the Indian Mis-
sions abroad, have increased trom 
5,47,000 in 1950 to 7,10,000 at the end 
of 1958. In addition, there is more 
or less a permanent non-regular 
establishment of 63,000 employees. 
The wages and salaries paid by Gov-
ernment, excluding the departmental 
commercial undertakings but includ-
ing Defence, have risen from Rs. 169 
crores in 1956-57 to Rs. 237 crores ill 
1959-60. The wages and salaries of 
the Government administrative de-
paartments have increased from 
Rs. 75' 4 crores to 107' 7 crores. The 
~  figures with regard to staff in 

Railways has increased from 7,73,368 
in 1948-49 to 11,11,026 in 1957-58. I 
am reading all this not merely to 
point out that it is inevitable in an 
expanding economy that our services 
must also increase to make it a wel-
fa.re economy but there is the sine 
qua non that every attempt should be 
made to prevent the general tenden-
cy to add to the staff on the least pre-
text of work. This must be severely 
checked. It is also necessary to im-
press on the administrative depart-
ments that it is more economical to 
have a contented, compact and an 
efficient staff. The governing prin-
ciples . or all expenditure should be-
what are We spending the amount for 
and what is the country going to 
gain out of it? Non-productive and 
non-developmental expenditure should 
be drastical1y cut to the minimum.. 
The Econom'c Survey also refers to 
this. Regarding the increase in non-
developmental expenditure, the Eco-
nomic Survetl states: 

"Public revenues have inereased 
significantly over the last three 
years, partly as a result of the tax 
measures adopted and· partly in 
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eon sequence of the rise in money 
incomes. The proportion of pub-
lic revenues to national income 
has gone up from 9'1 per cent 
in 1956-57 to about 10'1 per cent, 
but this rise has been absorbed, 
more o.r less by the increase in 
~  expenditures. In 
consequence, the reliance on 
borrowing from the public, from 
the banking system and from ab-
road for financing the Plan has 
tended to increase." 

At one time an attempt was made 
~  separate defence expenditure from 
civil or general expenditure. This is 
wholly wrong. They are a so drawing 
ff()m the Consolid3ted Fund. To 
qUQ.te Blackstone, "the river Thames 
is . still the same river though the 
parts which compose it are changing 
every minute." Therefore, no at-
tempt should be made to separate 
defence personnel and expenditure on 
defence personnel from general ex-
penditure. 

1 also find th3t they do not have 
au effective survey of all the em-
ployees under the various ministries. 
There was a census some time in 
1955. It will take about six months 
to have a fresh census. We would 
like to know what p!:'rsonnel each 
Ministry has and how thE' personnel 
has increased. For example, the 
Government Census reported that 
there were 6.085 employees in the 
Mini-;try of Commerce and Industry 
in 1955. The returns filed bv the 
Minis'ry with the Ministry of Labour 
shOWed that the staff strength in 
December, 1958 was 11.035. Finally, 
according to the Ministry of Com-
merce and Industry themselves the 
staft strength in 1955 was 14,041 and 
19,939 in December, 1958. 

That is the position with regard to 
the increase in the various adminis-
trative cadres and personnel. I have 
no .. doubt that under the shrewd and 
vigilant eyes of the hon. Finance Mi-
nister, with his great reco.rd in Bom-
bay and here, eft'ective steps will be 

taken to prevent wasteful expendi-
ture and, what is more important, 
dTective steps will be taken to see 
that he taxpayer gets 16 ann as in 
the rupee or 100 nP. in the rupee 
back for what he spends. 

Much of what I was goini to say 
aboLit co-operative socleties has be-
come unnecessary, if I may say so, 
011 accuunt of the great concessions 
ana very wlse measures that .he hon. 
Fmance Minister has indtcated this 
mornmg in h.s opening speech. Any-
thing done to increase the number of 
co-operative societies in this coun-
try WIll be a good thing because that 
Wlll preven; lopsided development in 
the urban areas. It is through co-
uperatlve socletJes that there can be 
all r('und development so far as rural 
areas are concerned. The history of 
the co-operative societies in India is 
only about 50 years old. So far as 
thr sug:u fac_orles are concerned, I 
find that of the totC'.1 number of 168 
factories in the country 68 are in UP, 
38 are in Bihar and thP t'emaining 
fac lor es are spread over the rest of 
the country. Tha. was the position 
at the beginning of this year. I find 
that there has been a steady growth 
in the number of sugar factories. The 
total production of sugar is 20 lakh 
tons. In Bombay State it is 4,05.000 
and odd tons. The production of co-
operative sug'lr factories in Bombay 
State is 1.36,000 and odd tons. There-
fore it is a gre'lt .relief that these 
co-operative societies wiJl get because 
thev are really agricultural and most 
of the holdings are by individual 
members who own less than three 
acres. I find that 73 per cent to 80 
per cent of the total number of mem-
bers of these co-operative societies, 
specially in Bombay and other phlCes 
in the South, are producer members 
holding three acres and less. They 
form 73 per cent to 80 per cent of 
the membership. Therefore the role 
of co-operative societies cannot be 
over-emphasised because they not 
only help in capital accumulation in 
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rural areas and provide scope for dis-
persal of industries but they also con-
tribute directly or indirectly to the 
Plan and provide a source to secure 
.repayment of other outstandings. 
Finally in the case of producer socie-
ties there is equitable distribution of 
sugar. 

Having said that, with your leave 
I wish to impress on the hon. Finance 
Minister, he being a member of the 
Planning Commission, that another 
very important method by which 
rural areas can be kept satisfied and 
prosperity can be taken to them is 
inland water transport. I have to 
speak about it with some detail on 
another ground. 

What is the position in India? There 
are 5,000 miles of river routes in 
India. At present only 1,557 miles of 
river are navigable by mechanically 
propelled vessels and 3,587 mile<; of 
.river stretches are navigable by large 
country-boats. In the Second Plan 
only Rs. 3 crores have been made 
available for the development of in-
land water transport. The Planning 
Commission subsequently reduced 
even this small provision. The report 
of the Irrigation and Power Ministry 
only .refers to hydrographic surveys 
made between 1950 and 1960 and to 
various surveys and studies made. 
Nothing has happened so far as in-
land water transport is concerned. 

What has happened to the canals 
system specially in the dry areas? I 
can think of South India, for exam-
ple. If Krishna and Pennar are link-
ed up a good patch of land in Chit-
toor and North Arcot districts will 
have navigable canals. A lot of peo-
ple will be earning their living with 
boatmen plying and people fishing in 
those canals. There are so many 
occupations that it can offer. Canal 
irrigation has the top priority in Rus-
sia where the Volga Canal functions. 
In Canada when the St. Lawrence 
Waterways were joined the Queen 
and President Eisenhower were pre. 

sent. That should be done in India 
also. The Rajasthan Canal is not 
sufficient. There should be many 
navigable canals. I always express 
the hope and I dream that the Cau-
very will be joined to Ganga. That 
is not my original idea. Great men 
have thought about it. It is essential. 

Having said that, I may refer to 
direct and indirect taxes to which 
frequent T('ferences have been made. 
It is frequently forgotten that there 
are only a million people in India 
who fall under direct taxation. The 
Central revenues from import duties 
fell from 54' 4 per cent in 1938-39 to 
20'1 pel' cent in 1960-61. That is be-
cause we have had progressive indus-
trialisation of the country and there 
have been restrictions on imports. 
That is inevitable. We have also de-
pended very much on excise duties 
as source of revenue. In a countrJ' 
like ours which is comparatively 
poor, the population consists mainly 
of common men. They have also to 
bear some small burden of the coun-
try's taxation. 

Shri Nap Reddy (AnantapUl"): 
Small burden! 

Shri C. R. Pattabhl Raman: I am 
sure that the incidence of indirect 
taxation is not heavier than what the 
poor man or his family can bear. The 
Taxation Enquiry Commission have 
suggested a careful selection so fu 
as indirect taxes are concerned. The 
incidence of duty as tax pel' cent of 
total expenditure of India is rather 
illuminating. It works out approxi-
mately to l' 66 per cent for monthly 
income groups of Rs. 150 rising to 
5' 67 per cent for income groups over 
Rs. 300 per month. On an average in 
respect of all expenditure levels com-
bined it is only 3' 86 per cent which 
cannot be considered as burdensome. 
The per capita share ot the Union 
excise revenue of some of the com-
modities is 9'30 as a,ainst 2'30 in 
1952-61. 
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It may be of interest specially to 
hon. Members in the Opposition to 
know that the figl.loTes for indirect 
taxation are as follows: 

Pakistan-70 per cent. 
India-67' 2 per cent. 
France-74 per cent. 
Switzerland-73 per cent. 
USSR-83 per cent. 

Even in England where it is lower 
than in India the proportion of tax 
to total revenue is as high as 43 per 
cent. 

There must also be simplification 
so far as the process of collection of 
indirect taxes is concerned. I am sure 
the han. Finance Minister will take 
good care of it. 

Sbri D. A. Katti (Chikodi): What 
is the per capita income in England? 

Shri C. K. Pattabhl Raman: It may 
be higher but compare it with to the 
prices. Money must be used as a 
token. I need not tell my good friend 
from the Opposition that money 
should not be made a commodity. It 
is a token. The per capita income 
will bear its OWn comparison to the 
incidence of the ruling prices there. 

Mr. Deputy_Speaker: The hon. 
M('mber's time is up. 

Shri C. R. Pattabhl Raman: Fre-
quent reference has been made to the 
failure to collect arrears of taxes. 
Professor Kaldor only the other day 
was occupying a great position in 
our country. He used to be listened 
to with great respect. As our hon. 
Finance Minister has said the other 
day, we have not mortgaged our 
intelligence to anyone. Professor 
Kaldor made a woolly mess with 
regard to evasion. He got mixed up 
with evasion and avoidance. What 
can be properly avoided is proper. 
For example, if a lawyer who is 
earning is using his car for private 
purposes and for professional pur-
poses he will get 50 per cent rebate 

on the expenditure on the car. It is 
proper avoidance. That is proper 
avoidance, . and that is not wrong, 
Prof. Kaldor made a holy mess with 
l'egard to tax an-ears, 'and our able 
Finance Minister has pointed out that 
his figures are too high. Prof. Kaldor 
put it at Rs. 200 crores, but certainly 
it will not be above Rs. 20 to Rs. 30 
crores. Therefore, 'the position is Dot 
so bad as painted by some hon Mem-
bers, as compared to the USA or 
even the UK for that matter. 

I have referred to tax evasion. With" 
.regard to arrears, we have to go by 
a certain norm. We have got the 
Evidence Act and the Income-tax Act. 
Under section 28 of the Income-tax 
Act, any person concealing the parti-
culars of his income or deliberately 
furnishing inaccurate particulars of 
such income, is liable by way of 
penalty, in addition to the amount of 
income-tax and super-tax, if any, 
payable by him, a sum not exceeding' 
one and a half times that amount. 
Under section 52 of the Income-tax 
Act, if a person makes a statement in 
a verification which is false, and which 
he either knows or believes to be :false 
he is punishable, on conviction, with 
simple imprisonment which may ex-
tend to six months, or with fine 
which may extend to Rs. 1,000, or 
with both. 

With regard to cases, it may not be 
out of place to say that the number 
of cases instituted have increased to 
24,000 in 1957-58 from 16,000 in 
1953-54, and the number disposed of 
was 13,000-odd. The number of 
prosecutions instituted, those that 
were successful and the number of 
cases compounded are also given. In 
this connection I should say that com-
pounding is very essential in income-
tax. It is for the department to de-
cide whether they have got sufficient 
evidence to book the pet'Son, to see 
to it that he is imprisoned Or that 
penalty is recovered from him. If they 
feel in their best judgment that 
compounding is better, they should 
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do so. Therefore, to say that arrears 
are increasing and that action has not 
heeD taken against tax-evaders is f84' 
from the mark. The Tyagi Commit-
tee bas suggested recasting various 
.provisions of section 28 of the In-
eOI1ae-tax Act and also of the Indian 
PeDal Code, and I dare say that in 
~  of time we will have to amend 
perhaps even section 177 of the 
IDdian Penal Code which refers to 
furnishing of false information and 
seetion 192 which refers to fabricat-
"ing false evidence. All these are 
takf'n notice of, and there is a gene-
ral feeling in the country that it is 
not going to be an easy matter to 
avoid taxation. 

J4J final point. is with regard to the 
Dayabhaga family to which refer-
·epee has been made. The Hindu un-

~ family is an undivided fami-
~ whether it is Mitakshara or Daya-

bPSgs. In both these systems the 
family is really a single unit. I am 
not trying to say something original. 
Tlle Income-tax Investigation Com-
miaBion has dealt with this in great 
~  so also the Taxation Enquiry 
CoJDPlission. The Commissions were 
of the view that such assessment was 
net only not inconsistent with but 
5ubstantially agreed with the legal 
position under the Hindu law. Under 
the Dayabhaga law, a father is the 
aboslute owr. r : ',.of the property that 
devolves on him from his father and 
also of its income. That is very im-
portant. After the death of the 
father, his absolute ownership gives 
place to the common ownership of 
Ute . sons and an undivided family 
comes into existence. Though the 
share of the Dayabhaga coparcener 
in the corpus of the property is defin-
ed, he is not entitled to a corres-
pOnding or any speciftc share of the 
income, which is received by the 
familY manager just as in the case of 
a JIlt8kshara family. In this sense, 
thp.re is no individual ownership of 
any specific sure of the family in-
~  p.ither under the Mitakshara or 

the Dayabhaga school of Hindu law 
so long as the family rt"mains 11n-
~  Thus, the assessment of the 
mcome of a Dayabhaga Hindu un-
divided family as a single unit is 
justified. 

Shri Sapakar (Sambalpur): Shri 
A: p. Jain and some o&.her hon. 
frJendg refer.red to the necessIty of 
paying greater attention to physical 
targets in our Plan. Unless we 
achieve a reasonable return from tbe 
hllge investment from foreign bor-
rowing involving huge quantities of 
fo.reign exchange, our expectatio.,!' ot 
meeting the development needs of 
the country and repaying the loans 
may not ma'erialise. And we may 
be landed into the deeper mora'!!' of 
higher prices and foreign exchange 
difficulties. In thi!; connection, I want 
to cite only one instance among.;t '0 
many, namely that of tne Rourk"lll 
Steel Plan. We are investing a huge 
sum of Rs. 211 crores on this plant 
with a Eme-schedule IJf prodl'ction 
and with some expectation of certs!n 
quantitative production. Both 'hese 
expectations have hiled so far, y;eM-
ing less goods and less return on 
our investment. And ,,-hat is the 
consequence? We mav rai!1f' the price 
to counter-b!llance ~  

in such cases, hut it has its own "e-
percuss;on. We cannot compete v.rith 
foreign products if we proceed in this 
manner. 

Therefore, it is time, before WP. 
finalise the Third Five Year Plan, tl] 
examine how far our projects, the 
steel projects, the irrigation projectlt 
and other projects in the public sector 
and private sector have ~  re-
sults commensurate with the invest-
ment, and what the economic reper· 
cussion of such shortfalls is. 

To meet the exacting needs 01 the 
St"cond Five Year Plan, we went in 
for a new type of direct taxes, such 
as the wealth tax, the expt'nditure 
tax and the gift tax, besides othr 
older taxes like income-tax and the 
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capital gains tax. But we find that 
in actual practice, our great expecta-
tions from this system of taxes have 
not materialised. On the other hand, 
in some respects, it seems to have 
affected business. This is probably 
the reason why ou.r Finance 1.I.Iinister 
has given some concession to com' 
panies etc. to give some relief and 
.. dmulus to b:gger production in busi-
!1PflS. But the overall picture is that 
the direct taxes have not yield thE' 
desired outcome. Therefore, we find 
that the pressure on indirect taxes 
nas natu.rally increased: But this 
has also its undesirab:e repercussions. 

Apart from the fact that indirect 
.axes hit the poor and middle class 
people more, it is also well known 
that a very broad-based excise duty 
:ends to create price inflation, and in 
that very process, decreases the real 
value of the tax collected. 

The total excise duties have gone 
up from Rs. 67' 54 crores in 1950-51 
to Rs. 379' 94 crores in the current 
year, and if we allow for a reduction 
of about Rs. 60 lakhs according to the 
announcement made this morning, it 
is still as high as Rs. 379 crores. We 
feel, therefore, that Goverment should 
examine how far this steep rise in 
,;uch broad-based Excise duties in the 
course of the First Five Year 
Plan, and a steeper rise during 
the Second Five Year Plan period, 
have contributed to the rise in the 
cost of living index and of prices dut"-
ing these periods. This spiral of 
higher prices and higher duties and 
taxes gives as a false sense of greater 
sacrifice, and perhaps, of greater 
resentment from the people who are 
deriving comparatively smaller amount 
of material benefit. 

The Finance Minister has given 
!lOme concession on certaip t8Ji:es as 
announced this morning and he de-
serves our thanks for it. But I feel 
that it is not sufficient. The amount 
of rplief is not so important as the 
emphasis on the tax and the relief 
on different commodities. I shall now 
briefly deal with a few items of ex· 
dBe duties. 

I shall first take the excise duty of 
Rs. 10 per ton on pig iron. Of courSE', 
this imposition of excise duty on pig 
iron will not affect the producers lilr.e 
Tatas, lISCO or the steel plants in 
the public sector, because they will 
ea!!'ily be able to pass it on to tbe 
small scale industries and to othe!" 
consumers. I referred to the short-
fall in production of pig iron which 
is su.re io raise the price. If we add 
the excise duty of Rs. 10 per ton, I 
do not know if it can compete in thP. 
foreign market, now that we ~ 
to export a good quantity of pig iron 
to foreign countries. InCIdentally, I 
may S'l.y that I do not understand the 
wisdom of the policy of our export-
ing raw iron ore and manganese ore 
to Japan or the USA, when we could 
easily export pig iron or ferro-man-
ganese to these foreign countries. 
This would have created better em· 
ployment opportunities in OU1' coun·· 
try' and earned us a larger amount 
of foreign exchange with less ship. 
ping space in which We are so des-
perately deficient. If the Governmmt. 
makes better use of our material re· 
sources and tries to raise more non-
tax revenue from the better use of 
our mineral and agricultural pro-
ducts like ore, tea and jute and triE'S 
to grow more food crops than is done 
today, I am su.re the ~  in 
the economy and the m8atlOnary 
trend created by heavy taxation and 
dpficit financing, could be correctcrl 
to an appreciable extent. 

Now referring to the food problem 
In our' country, the Finance Minister 
told Us that it was possible to live on 
1300 calOTies per day, whereas the 
Planning Commission and nutritional 
experts have fixed 3000 calories as the 
average calorific intake of the average 
man in a nation. A careful study of 
the exicse duties levied this year lea-
ves no doubt in my mind that it is pos-
sible to live with 1300 calories a day! 
If we study the excise on footwear, 
which is a taxation on walking, and 
probably on kicking, if we examine 
the excise duty on bicycles, which res· 
tricts our movement, if we scrutinise 
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the excise duty on motor vehicles of 
all sorts including trucks, which also 
prevents us from greater movement, 
we are not surprised when we find our 
Finance Minister saying that 1300 
calories a day are sufficient. When 
India wants a nation very much liv-
ing, moving and kicking, the excise on 
the soles of footwear makes kicking 
more costly. With the introduction of 
Prohibition, the Finance Minister saved 
our souls and with the excise on solea 
and heels of footwear, he now wants 
to save our soles, the soles under our 
feet. We cannot affOTd to wear soles 
which are more costly. Even cycles 
are now going to be more costly. Some_ 
time ago the Prime Minister said at a 
public meeting that we are entering 
the bicycle age. That is to say, we 
are making certain progress from our 
lethargic and slow life. And, at this 
juncture, if such a heavy duty is laid 
on the rims and free-wheels and also 
tyres and tubes, thereby raising the 
price of an average cycle by about 
Rs. 12 to Rs. 15, in spite of the conces-
sion that was announced today, I do 
not see how we shall encourage our 
people, especially the poorer sections 
to live a more active and energetic 
life. 

I shall next come to the excise duty 
on films. I am glad that the hon. 
Minister announced some concession; 
but, still even after this concession, it 
will be very difficult for some of the 
State film industries, especially the 
more backward in film industry like 
Oriya where the consumption is very 
small, such a heavy duty on a smaller 
number of prints on a graduated scale 
is likely to be a great handicap to the 
development of the film industry 
which we very much wish to encou-
rage. No doubt, in those places where 
the film producers can afford to pay 
huge salaries to the stars and the staff, 
such a high scale of excise on films 
may be justified. But not so in the 
case of other language films. And, I 
hope the Finance Minister will give 
some further consideration to these 

~  

About the distribution of taxes, I 
will just make one point and then con_ 
clude. Regarding the distribution of 
taxes, especially income-tax and other 
taxes, Government distributes them on 
the recommendations of the Finance 
Commission, ~  to collection. 
But that leaves the backward States 
more backward. Those States which 
are not so industrially advanced get 
less and they cannot make up for their 
backwardness. 

I would just take as an illustration 
the case of ~  where the main re-
sources are minerals and food products, 
especially rice. You know that rice is 
practically controlled, especially after 
State trading. And the Government 
of India dictates to the States the 
prices at which it is to be sold to the 
other States. In that sense, their 
income and the prospect of theit" 
earning more is limited. 

So far as minerals are concerned. 
though it would yield a very high 
amount of revenue to such States. 
still it is also solely controlled by the 
Government of India. But, unfortu-
nately, in such matters, the Govern-
ment of India do not give any credit 
whatsoever to such backward States. 
Therefore, in the race for parity, for 
making the whole of India equally 
prosperous and to come to a definite 
standard in the standard of living of 
the common man, this disparity 
remains. I would say it tends to 
grow more and the marked distinc-
tion between the richer State and the 
poorer State, both from the State 
point of view and from the common 
man's pOint of view grows from day 
to day as we proceed from Plan to 
Plan and more so on account of the 
princip of asking for matching 
grant from all the states. 

~~  ~~  
"*rnoft2' ~  It· ~ ~ ~ 
. Ai 'ttl mq it ~ ~ q"f. ~ Ifil 
~  ~ ~~ ~ 
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"But it was considered neces-
sary to revise the estimate to 
provide for well foundations for 
the bridges instead of the open 
foundations previously proposed. 
The revised estimate received from 
the State Government is under 
examination and the sanction for 
the same will be issued very 
early." 
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Shrl Mohammed Imam (Chltaldrug): 
I am glad the Minister of Finance has 
toned down the rigour of the taxation 

. 
which he proposes to levy during this 
year. I am also glad that the seve-
ri ty of the tax he proposes is not as 
much as during the previous years. 
But the taxes which he proposes to 
levy are enough to cause enough dis-
location in the normal life of the 
citizen. 

I think this is the beginning of an 
era of a new indiscriminate taxation. 
The Finance Bill is never welcomed. 
To discuss the Finance Bill is always 
an unpleasant job and it is an annual 
feature which always brings with it 
a series of additional and new taxes. 
The imposition of these new taxes, 
and the burden of the taxation, will 
always contribute to the rise in infla-
tion, thus subjecting the masses to a 
more restricted way of living. 

Years have rolled by since we attain-
ed independence. Since that time, 
every year that has passed has brought 
in its quota of taxation. No year has 
passed without some new form of 
taxes being levied. The revenue from 
'tax, both direct and indirect, is now 
enormous. The income from indirect 
taxes which was about Rs. 90 crores 
in 19[;5-56 ~ now exceeded Rs. 300 
erores. Similarly, the revenue from 
dirc(:t ~ has considerably increas-
ed. All these taxes have been levied 
in the name of the Plan and with the 
avowed object of improving the pros-
perity of the people. But it has been 
realised by all that the people cannot 
tax themselves to prosperity. It is 
incI't'asingly clear to one and all now 
that in spite of all this taxation, in 
spite of all the assurances given by 
Government, in spite of these 
Plans, our people, the common people, 
are under-nouri!'hed, under-fed 
and ill-clothed. And a far worse posi-
tion lies ahead and the future is 
gloomy. 

It is true that taxation is a vital 
part of public flnances. It is also true 
that Government cannot get on unless 
it levies reasonable taxes on the peo-
ple. But there is a limit to the taxa-
tion. The people are expected to un-
dergo a certain amount of sacriflce. A 
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[Shri Mohammed Imam] 
tax may be defined as a compulsory 
contribution. Whether one wills it or 
not, it has to be paid. It is a legalised 
confiscation. But Government, while 
levying the taxes must take care to 
see that the standard of living does 
not go down and the individual is not 
harassed. 

There are some sound prmciples on 
which extra taxation has to be levied. 
Government must take into conside-
ration the capacity of the people to 
pay; they must take into considera-
tion his living conditions; and Govern-
ment should take care to see that by 
indiscriminate taxation hiE economic 
position is not upset and that he is not 
subjected to undue miseries. 

Along with this taxation, I must 
submit that the cost of civil 1\dminis-
tration is going high every year. The 
Finace Minister or the Finance Minis-
try do not exercise any control on 
the rising cost of administration. ~  
you compare the cost of the adminis-
tration of the present day with what 
it was a few years back you will find 
an enormous change. 

In the year 1955-56 the direct de-
mand on revenue was Rs. 32 crores 
and in the year 1959-60 it is Rs. 102 
crores. In the year 1955-56 the ctvil 
estimates were Rs. 94 crores; now the 
cost of civil estimates has exceeded 
Rs. 250 crores. This is not all. This 
is bound to rise and the cost of ad-
ministration is bound to rise. I am 
afraid that a good portion of the re-
venue that is derived through this 
extra taxation will be diverted to-
wai"ds meeting the cost of the adminis-
tration, towards the cost of the extra 
staff. 

It is a common feature that every 
Ministry has an army of officials 
working under it. If you calculate 
the number of officials working in 
each Ministry, I think, one will be 
surprised. For example, the Com-
merce and Industry Ministry, pE!i'haps, 
has got more than 3,000 employees. 

An Bon. Member: 7,000. 

Shri Mohammed Imam: 7,000, sub-
ject to correction. Similarly, every 
Ministry has a small army of 
officials. Every year :he number is 
going up and the cost is going up 
and no attempt is made to bring down 
the cost of administration in spite of 
our repeated requests and representa-
tions. With a view to save the peo-
ple from extra taxation, you must 
bring down the cost of administra-
tion. Nothing has been done in this 
direction. On the other hand, every 
year, we find that the cost of ad-
ministration is going up. And, I may 
not be wrong in saying that out of 
the entire revenue that is derived by 
the Centre more than 65 per cent is 
being diverted to meet the pay of 
establishment and allowance of the 
government officers. And, that is the 
position. 

There is another sourCe of reveI'ue 
to Government and that is public 
debt. Ever since We attained inde-
pendence, Government, every year, 
has been borrowing both within and 
abroad. Every year thousands of crores 
of rupees are being borrowed so 
much so by now our public debt posi-
tion is serious. I am speaking of the 
public debt position of the Centre 
alone, leaving aside the debt position 
of the States. The total debt comes 
to nearly 5,000 crore rupees. And 
our total debt service charges come 
to nearly Rs. 180 crores annually. 
That is, every year we have to set 
apart out of our normal revenue 
nearly Rs. 200 crores to meet t.he 
debt services. 

There are some well defined rules, 
when public debt should be con-
tracted. But Government has not 
set the limit. Its policy is to borrow 
every year without any limit. And, 
the Finance Minister has to make an-
nual visits to other countries with a 
view to get more and more foreign 
loans. The Finance Minister re-
cently stated that India has a good 
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credit abroad. It is true that it has 
got a good credit abroad and the 
Finance Minister can succeed in se-
.curing more and more loans, but it 
must be understood that a public debt 
is a liability not only on the prest!nt 
generation but also on the future ge-
nerations. It is the duty of every 
Government to see that they do not 
burden posterity with huge liability. 

Now, Sir, the Thkd Plan is staring 
at us. I dread to think what the con-
sequences would be or to what extent 
the Government is committed to take 
loans. As it is, Sir, the Third Five 
Year Plan contemplates to spend Rs. 
10,000 crores, and we know that this 
Third FiVe Year Plan is going to be 
built on a sandy foundation. We have 
not got our own resources, we have no 
resreves. So the entire amount, the 
entire cost of the Plan has to be met 
through taxation, through borrowing 
and through deficit financing, and if 
the Plan is to be implemented as 
contemplated by the Planning Com-
mission or by the framers of the Plan 
the Government should borrow at 
least another Rs. 5000 crores. At that 
time, just think what the consequences 
will be. The debt services will be 
doubled. I do not know what the 
position of our credit will be. I do 
not know what our repaying capacity 
will be at that time. 

Sir, I would like to know how the 
money that has been borrowed till now 
has been utilised. Has the entire 
amount been utilised to build up 
assets? If assets have been built, are 
they productive assets? If they are 
productive assets, I would like to 
know the income that is being yielded 
by them and whether that income is 
enough at least to meet the interest 
charges. I am afraid, Sir, the money 
that has been borrowed has been 
spent mostly On unproductive works 
or on ideological schemes so much so, 
I think, when the time for repayment 
comes we will have to face great 
difficulty. 

Sir, it is a well-established canon 
that debts are incurred to meet de-

mands of a special nature, debts are 
incurred to build up productive as-
sets. Money derived through borrow-
ing is never spent on normal expen-
diture or on current expenditure and 
the Finance Ministry always finds out 
how far those debts have fructified 
and what are the assets created b7 
that. 

Again, the more we borrow the 
greater will be the debt services and 
the greater the debt services' the 
greatCi' will be the taxes that will be 
levied on the people. 

Now, to add to these debts there is 
the deficit financing. That also seems 
to be unlimited, because during the 
First Plan and the Second Plan we 
have had enough Qf deficit financing, 
during the Third It'ive Yeai' Plan also 
we will have to take recourse to de-
ficit financing with redoubled vigour. 
What will be the position then? 

Therefore, over-taxation, over-
expenditure, over-borrowing and defi-
cit fi.nancing have been the main 
causes of inflation, inflation which has 
reduced the value of social servicf'!s, 
inflatiOn which has reduced the value 
of fixed incomes and inflation which 
has been sapping the blood of the poor 
masses. This is not the final stage. 
As I said, far worse times lie ahead. 
Just think what the consequences will 
be. Imagine what the inflationary po-
sition will be if the third Five Year 
Plan is pushed through. A3 I said, the 
third Plan mainly depends on taxa-
tion, deficit financing and borrowings. 
I am afraid the inflationary tendency 
and the inflationary result will be 
much more severe, and in spite of the 
Plan and in spite of the intentions of 
Government to improve the conditions 
ot the mases and do them good, it 
will have the opposite effect and the 
people will suffer. The people will 
have to pay taxes to ari unlimited 
extent and the Government will have 
to borrow and take ~ to un-
limited deficit financing. So, I submit 
that the time has come when a res-
pite has to be given to the people. 
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[Shri Mohammed Imam] 
I am not against the Plan. I am one 

with the Minister in seeing that the 
country should prosper, but we should 
not be over-ambitious. We have In-
curred sufficient expenditure and we 
have spent enough in the courie of 
the previous two Plans-I am includ-
ing the second Plan here-and so we 
must first see that we ~ O.lr 
position and see also that the money 
we have spent yields us goor1 revenue 
and that it is spent on good things. 
For example, I may cite the instance 
of the grow-more-food campaign. 
Every year, since the campaign was 
started, we have been spending hund-
reds of crores of rupees. In the year 
1951-52, it was announced both by the 
Centre and by the State Govern-
ments that the food situation would be 
self-sufficient by the end of 'ihe frst 
Five Year Plan. Again we were 
given hopes at the commencement or 
the second Plan that the Government 
would solve the food problem by the 
end of the second ~  Year Plan. 
But what is the irony of fate? Our 
food situation day by day is becom-
ing more and more complicated and 
people have been facing starvation. It 
is true many big and mighty irriga-
tion projects have been constructed at 
enormous cost. It is tru.:! that much 
money is being put into the unhappy 
affair of grow more food campaign. 
But with what result? 'l'hey have not 
improved our fOOd pO!liticn. That is 
partly because we have not consoli-
dated our position. 

Take, for example, ~ question of 
Tungabhadra project. I think more 
than Rs. 25 crores to Rs. 30 
crores were spent on ~  irrigation 
scheme with the object of bringbg 
under irrigation nearly 600,000 acres. 
The dam is an accomplishe<l fact. 
There is plenty of water and plenty 
of storage. _ But the water is not 
made use of. Out of the contemplated 
600,000 acres of land, hardly one lakh 
acres have come under cultivation. 
!'lve lakh acres have yet to be brought 
under irrigation. That is the case 

with every new mighty irrigation pro-
ject that has been constructed. That 
shows that We have spent plenty of 
money but that the t'eturn is not ade-
quate or as much as was expected. 
So, in order to produce more food 
for the country, we must see that all 
the irrigation projects and all those-
mighty dams including Bhakra Damo-
dar and others are put into ~  com-
mission and that every acre of land is 
brought under cultivation. 

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

Shri Mohammed Imam: I shall 
finish in about three minutes. It is 
only then that food 1 ~  will im-
prove and the money spent will be 
well spent. That is why I said that 
instead of undertaking a new P;an 
which is being built on sandy and 
loose foundation we must devote more 
attention on consolidating what we 
have done. 

Again, it is our duty to see frat w·e 
combat this inflation and takl' ar ti-
inflationary measures. Otnerwise, 
the country will be in the g.ip of 
severe inflation and the poor man wiil 
suffer. There is a lot of agltation 
that food is not available; there ~ a 
lot of agitation throughout the coun-
try. Satyagrahas have been launch-
ed. I believe it is not due tc scar-
city of food, but want of mom"y. Thf' 
purchasing capacity of the peo,'ie has 
gone down. Just imagine a person 
whose average daily income is Re. 1 
and he has to maintain a ~ 1  of 
five persons. How can he get on? 
He hardly gets half a seer of rice. Of 
course, persons with big incomes like 
Government officers and Ministers 
getting a salary of Rs. 3,000 or 
Rs. 4,000, are not much affected. But 
think of the 80 per cent of the peo-
ple who have no assured means of 
income, who have a precanoos ·.,x-
istence and who have to live on their 
daily wages. Their wages in m my 
cases do not exceed 8 annas to Re. J. 
What will be their position? Unless 
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the Government take proper measures 
to combat this inflation all the good 
work that you may do or you think 
you do under the second Pllin wi!! 
be of no avail and it will n(\! hE'lp 
the ordinary poor man. 

We are in a lamentable position. 
We know the approaching financial 
CI1"lSlS. Government must realise thE' 
facts and take a realistic and proneI' 
view and carryon the administratir.n. 
Otherwise, there is no use be;ng 
guided by sentiments or by emotion 
or over-ambition. If We do not see 
thE' things in their right perspectivE'. 
I am afraid Government and the peo-
ple will be in trouble. 

Shri Jaipal Singh: Mr. Deputy-
Speaker, Sir, I hope the Chair will 
forgive me if, before I pass on to the 
main problems in the Finance Bill, I 
make a reference, although the peo-
ple concerned are absent, about ~  

agitation we have had in thi:; House 
and outside over the audit report. I 
do not know whether there will be 
or there will be not a full-dress de-
bate on this particular matter. Here 
I do not want to stir up a i." orners 
nest. All that I say is, it is most un· 
fo.rtunate that anyone here, including 
the hon. Minister of Defence, should 
have ridden roughshod over -parlia-
mentary conventions and ~  
things which he had to withdraw and 
even after withdrawal of unwarrant-
ed phrases, again repeated them 
elsewhere. 

I do not want to enter into l di!-
cussion. I would have liked if he 
nad been present here, because 1 
wanted to censure him. I think it is 
the duty of the House in a parlia-
mentary democracy to censure any-
one who does not respect the elemen-
tary tenets of the democratic pro-
~  I wish to stop there, because I 
hope there will be a future oc('asion 
for us to put this thing right, I do 
feel that, perhaps, the original mis-
take was in the Chair; maybe it WitS 
well-meant . . . . 

. 
Mr. Deputy-Speaker: Order, order. 

Shri Jaipal Singh: I am not cast-, 
ing any aspersions on the Cha.ir. All 
that r 'have said is, it is an overc;ight, 
because it has been subsequently c. ~  
rected . . . 

Mr. Deputy-Speaker: Then too, if 
it W::lS oversight, there was rJel:lli-
gence in duty. It ought not to be said; 
there ought to be no reflection'> on, 
the Chair, as he himself says. 'That 
should not be referred to. 

Shri Jaipal Singh: I wanted to say 
something and, perhaps, in 'my igno-
rance, I put it the wrong way. All 
that I want to say is I am the first 
man to respect the dignity of the 
Chair-it is for the Chair to prot.Ect 
the Public Accounts Committel' and 
the authority of this House. Unlor-
tunately something went wrong 
somewhere; I do not know who is 
responsible for it. 

Coming to the Finance Bill, the flrst 
~  I have to make to the hon. 

Finanoe Minister is to follow up his 
good effort in Tegard to foreign co-
operation. I agree with him fully. He 
is forthright, he is realistic, he is honest. 
He admits, and we must all admit if 
we are honest about it, that without 
outside co-operation, whatever shape 
that co-operation might take, we can-
not go ahead at the tempo we wish 
to. That is a naked fact. In regard 
to strings with foreign assistance and 
the like, we have to face facts and 
we havoc to forget them. Otherwise 
We remain in the bullock-cart econo-
my and not in the present planned 
modern development. 

Recently I heard something about 
double taxation. It seems there is a 
lacuna in the Income-tax Act whereby 
an outsider, if he is investing m?ney 
in this country, and he does busmeslt 
in another country, may be his own 
country, because of. this lacuna he 
might have to pay as much as 30' 
shillings in ,the pound as tax. That 
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[Shri Jaipal Singh] 
is to say, if his revenue is 20 shillings, 
because of this lacuna in our legisla-
tion, he would have to pay 10 shil-
lings out of his own pocket. I have 
brought this matter to the notice of 
the Finance Minister and his officers 
and they have tried to come to a 
compromise of a sort. But the fact 
remains that if we want to invite 
foreign participation, this type of 
lacuna has to be a matter of the past. 
If we really want to invite the out-
side world to invest in our country, 
then we have to make it as attractive 
for the outside world as it might be 
tor oursehres. 

I am very glad to find a new sup-
porter in the hon. Member trom 
.sitapur. I have always felt that one 
·of the quickest and the most honour-
able ways of raising money for us 
was to abolish prohibition. I know I 
will take a long time to persuade the 
hon. Finance Minister. That is true. 
But at the same time, it is rather en-
,couraging to find new support in my 
ranks who ~  in my way of 
thinking. She referred to the Delhi 
Gymkhana club. She seems to know 
a lot about that club, perhaps much 
more than what I know, though I am 
a member of that club. Perhaps, she 
is visiting that place frequently. 
Otherwise, how can she know about 
it? She might be visiting that place 
off and on. 

Mr. Deputy-Speaker: He might 
-have talked to the hon. lady Member. 

Shri Jaipal Singh: The hon. Mem-
'ber from Sitapur said only a few mi-
nutes ago "make drinking expensive". 
That is exactly my whole point. You 
have to tax the people, you see. The 
mom"nt you tell them do not do this, 
they will do it. I have been a school 
master and I can tell you one of the 
elementary things in schools is that 
one should not take to a negative 
method. That is not the way you are 
going to get the best out of the ~  
And the same is true of the nation. 
This idea of do-gooders will do me 

no good and it is not going to do good 
to others. That is my attitude. 

Then, coming to the question of the 
utilisation of our resources, I wish we 
had scrapped some of the Ministries. 
I feel very strongly about .he extra-
vagance one finds in some of the 
welfare Ministries, the Ministry of 
Community Development for example. 
I do not know what community deve-
lopment work is being done in other 
States. But I do know what is being 
done in my own area and in the State 
of Orissa for example. There to me, 
it seems, it is an absolute fraud on 
the Exchequer. Crores of rupees are 
being earmarked and perhaps spent, 
all in the name of welfare work 
among the tribal people. I would like 
my friends to come round with me 
and see for themselves whether what 
I am saying is true or not true. 

Then I come to the defence of the 
country. I know the hon. Defence 
Minister is not here. So, I think I 
have to make my suggestions on de-
fence through the hon. Finance Mi-
nister. 

Recently, as we know, we have 
had some serious losses in the Indian 
Air Force. We are at the present 
moment confronted with the difficult 
problem of the defence of the coun-
try. When it comes to bomber in-
terceptors, we can say that, at the 
present moment, We are not equipped 
to capacity as We should be. We 
have, for example, the Canberra B-
58's. These B-58's are going to go out 
of production but we cannot change 
over because we have the B-58's and 
we have to continue with them. It 
is the same sort of problem that we 
had with the DC-3's. Now the whole 
question is, having so many B-58's we 
have to make up our mind here and 
now before the manufacturers switch 
over to the next new model whether 
for the next five years we want 20, 
30 or whatever our requirements 
might be according to the planning. 
We must make up our mind here and 
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now and tell the manufacturers, 
·'Please do not make the manufac-
ture of this obsolete. Do not throw 
away your jigs. Hang on to the spare 
parts. Make space available so 
that further supplies of these B-58's 
for our defence purposes will still 
be available." If the manufacturers 
are not told right now what will 
happen is that we will not be able 
to get any further supplies of this 
particular bomber interceptor. The 
situation as it obtains at the present 
moment is a very serious situation 
because we have had a series of acci-
dents. We have lost quite a good 
few valuable ·aircraft. So I would 
urge my hon. friend to move  his col-
leagues in the Cabinet to think 
quickly about this matter because I 
know it for a fact that the manufac-
turers al·p not going to wait for us 
in regard to the continuation of the 
manufac' ure of this particular bom-
ber intE:'l'ccptor, which is an indis-
pensable clement in our Indian Air 
Force. 

I do not want to say much be-
cause I was principally interested in 
what I began with. But there is one 
thing to end up with. What I would 
like to say is this. I feel that we 
have the wrong approach in regard 
to education in this country Some-
how or other we feel that all in the 
name of universal education we should 
lower the quality of education as we 
know it. I feel that our approach 
should be to raise things and not to 
lower what is already high up. I 
have heard in this House a good deal 
of acrimonius thinking against public 
schools. for example. I do not know 
why people are bitter against public 
schools. They think they are schools 
for the snobs, orily for the rich peo-
ple. But as far as I am concerned, 
I look at our leaders. If they had 
been to municipal schools they would 
not have been sitting there. The truth 
is that all the people who talk about 
this, they thenrselves when it comes 
to their own children rush and queue 
up to send their children to these 
schools. 

Shri Braj Raj SlDch: What about 
Kamaraj N adar? 

Shri Jaipal Singh: Well, what about 
Jaipal Singh? The point is this. 
Whether it is a matter of education or 
whether it is a matter of health or any-
thing, it seems to me that the idea of 
our trying to pull down everything to 
the level of what we are tryini to 
do is wrong. What we should endea-
vour is to be qualitative and not 
quantitative. So in the end I do hope 
that there will be a full-dress debate 
on the original theme of what I have 
said. May I congratUlate the hon. Fin-
ance Minister? I hope he remembera 
about doubl xation. 
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.objects in view in advocating new 
taxation-financial provision for 
the Navy and for social reform; 
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Development Fund for the increase 
and consolidation of grants for 
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incomes and higher taxation of the 
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posed a complicated system of 
land taxes on the future unearned 
Increment of land values and on 
undeveloped land, realisation of 
.leases and mineral rights." 
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[MR. SPEAKER in the Chair] 
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'11R1r, mfrlr ~ it 4' iI'F" ~ ~ 



"lnance Bill APRIL 20, 1960 Finance Bill 

~~  

~~~~ ~ ~ 
'j1fI1f ~ w t 1 ~ WIT ~ 
~ IfiW ~ f1!\ ~ IR ..m: 
~ Iti{ ~ ~ ~ IR ilWmr ~ 
~ t: ..m: ~ ~ '"(11) ... .,1 \il:I'm ~ 
t: 1 ~ ~ ~ ~ ~  ifi.,f.,fe 
~ ~ '1'm ifiTt ~ ~ ~ ~ 

~~ ~~ ~ 
IfiW §1J1f ~ t:..m: m ~ ~ 
~ crf1I1Ii ~ ~ ~ ~ ~ IR 
mt 1 ~~~~ ~~ 
ifi1r ~ t: ..m: ~ ~ ~ if 
\iIir f.Ii ~ q 1\11 ... ., 14 ~  ~ ..m: ~ 
~ iIF" ~ tJTfe1rt ~ at ~ ~ ~ 
iRiIiT ~~ 1ft ~ t m\1fqa' 

~~~  

~~  ~ if ~ fem ~  
~ ;l >ir OR ~  t ~ OR lfft 
~  ~ ~ qm ~ t f'li ~ 'liT ~ 
~ ~ 1  \iI'ifflT it ~ to ~ 

~  ~ ~  ~ ~ ~ ~ 
~ f'li ~  \11\;['1 ... .,1 ~ t I ~ 

;r) Cfi"'{ lfumfi vfi \IR %_ \iJT ;pf Cfi1: 

~ ;;ffi\' vi' \V1<fiT ~ ~ ~ 
'fT \IR ~ ~ ~  iR ~  tfq \V1<fiT 
~ f1t;a;rr ~ t ~~ m ~ lfIf 
~ ~ {'raT t f'li ~ Cfi1: t 
~ it ~  'liAiT ~  ~ t 
"f.f;;r ~ ~ ~ ~ ~  fifi 
~ irn it rr ~ ~  ~1 ~ 1 ~ 
~ . ..m: ~  it fm ~  ~ 1  ~ 
~ ~ t ~  ~ ~ fifi to 
mmf ~  ~ ~ ~ 1 t/Rf ItiT 
~ qm: or(f ~  mIT t I ~ 
~ ~ ~ ~~~ ~~  
_ Cfi1: ~ m ~~ armt ~  al irtt 
~ it ~  ~ ~~ af'Offi ;rtf 
~  

~ ~~ m 1 ~ 1!4 if; ~  ~ 
~~ ~ qrfcrnfTif m if; ~ 

~ ~~ ~ ~ ~ 

it 'f,," ~ ~ t: fit; 1!4" if; ~  \IR 
qrfcrnfTif or;r;f if; ~  irn 'fir ~  ~ 

vfi ~ n 'fir ~  ~ t: ~ lfij"qir 
~ Q\IT t: I fmn- if; et'l" it, f:qfcrnrr 
if; et'l" it, ~ ~  ~ ~  ~ 

\Ml1r, 41dl41d ~  ~ it ~ 
W4" ~ ltifi ~ if ~  dTcRir gi t: 
m ~  'fir ~ ~  ~  ~ 
~  m:m gf t: ~  ~ 4 ~ ~ 
~~ ~ f'fi ~ ~ 'fiT m4" ~  ~ 
'fir \I q m lfij"qiT ~ tfliT t: \Ih: ~ 

~ if; ~  'liT ~~ ~ ~ 
~ '!,;rr ~ 1J7fi t: I \j"ij" ~ ~  it 
~ ~ ~ ~ ~~~ 
~ m ~ fit; ltifi ~~ 1  ;m;I"T ~  !flIT ~ 
~ t m ~ f'fi 'tiRVI" f'tid'ifT (t 
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Shri lancde: Because there i. 
limited time. 
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~ CfiTlflJ ~ ~ ~ fCfi ~ 
~  if 'filf ~  if ~ ri ~ ~ 
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Shrimati Renuka Ray (MaIda): I 

should like, first of all, to congratulate 
the Finance Minister for having 
announced certain concessions in the 
tax structure this year, in deference, 
I should say, to the demand that has 
been made. I particularly like to 
congratulate him because in spite of 
satisfying us he has not actually 
yielded a very large sum of money, 
It is Rs. 49 lakhs for excise, and 
Rs. HI lakhg for additional excise. 
In any case, it is a graceful ges-
ture. I am glad that he has made it, 
although, of course, it must be main-
tained that indirect taxation at such 
a level is not really a very healthy, 
I quite realise the difficulties of 
the Finance Minister to find the 
resources to cover 1 he gap between 
revenue and expenditure. In consi-
deration thereof, we have already in-
troudced in earlier years an integrat-
ed tax structure for direct taxes. It is 
wise for him not to try to raise the 
direct taxes because they would only 
bring in diminishing returns at this 
stage. 

The point that really arises, which 
has been raised by other hon. Mem-
bers also today, and to which I should 
like ihe Finance Minister to app'y his 
mind is, why it is that the evasion of 
taxes in thil country is perhaps larger 
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[Shrimati Renuka Ray] 
than that in any other country. 'PluS 
the loopholes of taxation' .-this has 
been the cry in this House year after 
year for many years. But so far it 
has not yielded any result, as we can 
see from the figures given to us. It 
is quite true that it becomes quite 
tempting for the Finance Ministe to 
go in for more indirect taxation 
where he can raise the revenue 
straightway rather than resorting to 
direct taxation where evasion pre-
vents him from raising as much 
revenue as anticipated. We see this 
year by year. 

I would, therefore, suggest to him 
in all humility that it is more than 
time that some effective and real 
s,eps were taken to plug these loop-
holes. It is true that the fiscal system 
is utilised not only in order to 
secure more revenues to covel the 
gap between expenditure and revenue 
but also to usher in a socialis-ic pat-
tern Of society graually in the sense 
that we want to do away with the 
disparities in wealth. But here also, 
there is no positive result, because I 
find that due to evasion the wealthy 
continue to get more wealthy. 
Therefore, I would ask him to 
seriously consider some of the re-
commendations of the Tyagi Commit-
tee on direct taxes administra ion, 
and see what can be done in order to 
prevent evasion on such a large scale. 
I do not say that he can prevent all 
evasion of taxes. I know that tax 
evasion takes place in other countries 
too. But I do think it is possible to 
bring down the tremendous amount 
of evasion that is going on. This also 
has a very detrimental effect on those 
who have fixed incomes like govern-
ment servants whose incomes are 
known, because they have a griev-
ance that they have to pay the tax 
while those who are much wealthier 
are able to evade taxes. 

I am very glad that he has made 
some chances which are going to help 
the oo-operatives. I want to bring one 
small point to his notice before I go 
on to other thinp. In view of the 
tact that it is the aclmowledled polle)" 

to help cottage and small industries, I 
cannot understand why in regard to 
the vegetable non-essential oil produ-
cers, who operate on a cottage or 
small scale industry basis, some more 
concession has not been made. As 
far as I can understand it, it is more 
a question of interpretation of .he ex-
emption that has been allowed than 
anything else. I understand that the 
small producer who has two ghanis 
and one expeller is allowed the ex-
emption on the understanding that he 
produces up to 75 tons per year. But 
actually, this is not the case. Ac ual-
ly, it means that out of the two ghanis 
one has to be kept inoperative for 
some time. I would really request the 
hon. Minister to look into this to 
simplify the system by which an 
exemption that has been made could 
be raised from 2 ghanis to 8 ghanis. 
That would help a lot of people who 
are engaged in the small and cottage 
industry level. 

18 hrB. 

I now t urn to something quite 
different and that is the question of 
expenditure. The last speaker men-
tioned something about this. I do not 
understand why, af er all these years, 
in spite of our repeatedly wanting it, 
we cannot get a better picture of 
things. Why should we still cling to 
the theory that it is the amount of 
finance that is being utilised on which 
we must base our achievements? OUT 
actual Budget presentation is still In 
the same old way and I do feel that 
unless the Budget presentation is 
effectively changed, our mental atti-
tude towards it will not change. 

Down in the field of implementation 
in spite of the simplified procedures 
and decentralisation on the financial 
side which I know the hon. Minister 
has brought in, in spite of all that, 
why does it happen even today that 
in the course of the last few months 
of the year there is this terrible rush 
to spend money in any manner with 
the result that we have so wastful 
expenditure? 
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Then I must give an example which 
affects the East Bengal refugees very 
bad'y and that is the question of the 
tremendous infructuous expenditure 
that has taken place throughout all 
these years in the Rehabilitation 
Ministry. I say this because I have a 
panifu1 experience of this myself. 

Sir, the other day, we had the De-
mands for Grants of the Rehabilitation 

~  discussed and one Member 
pointed out 'hat Rs. 55 crores had been 
spent on relief which was infructuous. 
I also agreed and I also tried to make 
a case that much of this expendi'ure 
was infructuous. It was infructuolUl 
because of the policies that have been 
adopted by the central ministry. 

First of all a decision had been taken 
by the middle of 1954 that West Ben-
gal was saturated and that it was not 
possible in the economy of West Ben-
gal to really settle any newcomers 
there and that all newcomers were to 
be taken to other States and other 
place and that the Central Govern-
ment would make itself responsible for 
that. Yet we hear today that this 
infructuous expediture lies in the field 
of the State Govemment. I know in 
previous years and in later years the 
State Government has been writing 
since the day these extra refugees 
came, daily one thousand, that they 
should be taken out; but they were 
asked to keep them in camps. And, 
for 8 years this infructuous expendi-
ture has taken place. 

On the other hand, how much has 
been spent on the rehabilitation of 32 
lakhs of people? Rs. 47 crores have 
been spent on nearly 20 lakh refugees 
to give them some kind of housing or 
other and Rs. 19 crores for educatiOll 
and for medical relief. This, in fact, 
is the total spent, I would say on 
East Bengal refugees to bring about 
their rehabilitation. Whereas Rs. 55 
crores which is added to this is in-
fructuous expenditure and it is said 
that the total amount is so much. 

I would request the hon. Minister 
particularly to apply hIs mind to this 
because many thin" have happend; 

and I am sure that if he applies his 
mind he will find a solution more 
easily than his colleague, who has said 
many things, many fairy tales in this 
House so far, has done. 

I would also Uke to tell him that 
about a year or two back. I think it 
was either in 1955-56 or in 1956-57, 
is was mentioned by his pre-
decessor, who was led up the 
garden path, that Rs. 1 crore had laps-
ed in the budget because the West 
Bengal Government had not spent it. 
Let me tell you that that mone), 
lapsed because of a particular reason. 
The West Bengal Government at that 
time had said that that money may 
be spent OIl the non-camp refugees. 
Apart from 71 lakhs refugees, all are 
non-camp refugees. The West Ben-
gal Government had asked for this 
money to be spent on those refugees 
for their rehabilitation, for those re-
fugees who had been partially re-
habilitated. But it was not allowed. 
And. what is more. to add insult to 
infurv it was said in Parliament by 
the Finance Minister. who necessarily 
did not know the facts and to whom 
the facts were given by h;s colleague. 
that the money had lapsed because 
the State Government could not 
utilise it. The State Government and 
the refugees in the State had been 
waitinJ( to spend that money for the 
rehabilitation, for the full rehabilita-
tion of the partially rehabilitated 
refugees. 

Sir, this sort of things happen and 
infructuous expenditure results. 
Again, when you pay the refugees in 
instalments, they start putting up 
their houses with the first instalments 
but they are asked to wait for their 
next instalments because the sanction 
has been issued only for the flrst 
instalment. This was the tale in the 
early years. This was rectified later. 
Just think of a refugee who started 
putting up his house before the rains 
and who is paid the subsequent 
instalments afterwards. Can he build 
up his house in that way? So many 
things like this have happened. So 
many things like thil happened In 
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earlier years and similar things are 
happening even today. 

Take the case of Dandakaranya. 
This is a very vital scheme. When 
questions are put, when hon. Mem-
bers in this House raise this issue, 
replies are given evading the main 
issue. That is not good. You have 
allocated Rs. 10· crores for this Danda-
karanya project. It it is to be a 
success it is essential that it is proper-
ly managed. It is not enough if 
excuses are repeatr:!d. If the hon. 
Finance Minister will put his mind 
into this question he will find, to his 
own cost at a later period, that 
excuses have been made again and 
again to get out of this problem. 

Shri D. C. Sharma (Gurdaspur): 
He should go there and see things 
with his own eyes. 

Shrimatl Ranuka Ray: Certainly, 
if he can go there it will be worth-
while. But he is the Finance Minis-
ter. I ask him merely to look into 
this whole thing, look into the finan-
cial side of it from the beginning the 
policies that have been adopted, the 
manner in which money has been 
spent or mis-spent and how the 
refugees have suffered. The State Gov-
ernment has been made responsible 
for the very same things that the State 
Government had pointed out again 
and again. The State Government had 
pointed out that these things 
are not going to benefit the 
refuges nor lead to a proper utilisa-
tion of the resources that are there. 

Sir, I have not much time. There-
fore. I shall not go into any other 
problem of a similar nature. I just 
want to say that this kind of intruc-
tuous expenditure is seen in a larg. 
scale. It does take place elsewhere 
also, in rural areas, in various parts 
of the country. Even today the same 
old tale is there. We find that the 
money allotted lapses, whereas peo-
ple are waiting tor certain things tc 
be done. Why does this money ~ 

I know that the Finance Ministry has 
been trying to bring about an im-

provement in the whole structure. I 
know that certain improvements have 
been made. But, again, I would ask 
the hon. Finance Minister, since he is 
in such a tight position with regard 
to resources, since it is with such 
difficulty that he has to find money 
both in the country by way of in-
ternal resources and also to bring 
money from outside as loans, surely 
he should see that the money that is 
allocated for certain works should be 
utilised properly for the work for 
which it is allotted. Where infruc-
tuous expenditure or wastage is tak-. 
ing place, that must be eliminated. I 
know that when I am bringing this 
point to the notice of the hon. Fin-
ance Minister he does put his mind to 
it. I know that he is a practical man; 
he is a realist and I know hat he is 
doing his best so far as he is concern-
ed. But I would request him to see 
that in the Rehabilitation Ministry 
and in other Ministries similar things 
are taking place. I request him to 
see that all the things that hav gone 
wrong are set right. The East Bengal 
refugees have not had a fair deal 
because such things were not set 
right. And if these are not set right, 
the East Bengal refugees will not 
have a fair deal in the future either, 
inspite of the fact that crores rupeel> 
might have been allocated Or sanc-
tioned for their benefit. -

Shri Inder 1. Malhotra (Jammu 
and Kashmir). Mr. Speaker, Sir, at 
the beginning, I would like to congra-
tulate the hon. Finance Minister for 
presenting a well-balanced budget to 
the country. Very rightly this year 
there is an increase in defence ~ 
diture. I am sure that every single 
pie spent on defence would be rightly 
used and more especially under the 
present circumstances where our 
whole country today is concerned 
about defence problems. We, the peo-
ple of Jammu and Kashmir State, pro-
bably are the most affected in the 
Union today because of our border 
problems. Right from 1947, we have 
been somehow facing the border pro-
blems . in Jammu and Kashmir State. 
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We had the invasion from 'Pakistan, 
and I am proud to ~  that during 
those years our Indian army did a 
courageous work and saved that part 
of the Indian union. 

Now, there haVe been talks going 
on in some par.s of the country, and 
people who belong to certain differ-
ent schools of political thought have 
been advocating that we should have 
a ~  of joint defencz with Pakistan. 
I would only like to submit that as 
far as we, the people of Jammu and 
Kashmir State are concerned we 
would never like to see India having 
a joint defence with Pakistan, the 
reason being that we cannot be sure 
about Pakistan's bona fides. 

Here I would like to quote from 
an article written by Mr. Kingsley 
Martin in the New Statesman of 16th 
April, 1960. In that article he is quot-
ing what President Ayub said, dur-
ing his interview with him, about the 
Kashmir problem. This is what Mr. 
Kingsley Martin says: 

"I asked whether he could not 
perhaps accept the ceaSe fire line 
with minor adjustments. For the 
only time in our talk, he respond-
ed with some heat. "What is the 
cease fire line? Just the point 
where the armies happen to have 
reached in 1948. It has nothing 
to do with justice, with economics 
or common sense. He took me 
to the map on his wall. Of 
course he did not want the large 
Hindu parI! of Jammu to be in-
cluded in Pakistan. But the area 
through which the Chenab ~ 
matters. he argued, vitally to 
Pakistan. It is one of the three 
rivers that are allotted to Pakis-
tan in the new canal water settle-
ment and it is essential, he argu-
ed. for Pakistan to be in a posi-
tion to control its sourse in Kash-
mir before it descends into the 
Punjabi plains where it is un-
controllable." 

So, while the President of that 
country still holds these views about 
Kashmir problem. I would say that 
as far as we, the people of Jammu 
and Kashmir S .ate are concerned, we 
do not feel that there is a Kashmir 
problem. We feel that we are as 
good a part of India as Uttar Pra-
desh, Punjab or any other State. 

Recently we were involved in an-
other border trouble. From our nor-
ther ~  Communis. China, we 
had some trouble in the Ladakh area. 
In this connection, I only want to 
say that we, the people of Jammu 
and Kashmir State, have got compl:!te 
confidence and faith in the leadership 
of our mos t popular and beloved 
leader. Pandit Jawaharlal Nehru. We 
feel ~  his lead2rship in India 
within the State of Jammu and Kash-
mir, under the leadership of Bakshi 
Ghulam Mohammed the National 
Conference Party, we are sure that 
this problem would also be solved 
peacefully and to our advantage. 
Since today, negotia ~  are going 
on between the Prime Ministers of 
India and China. I only want to 
submit that as far as we. the people 
of Jammu and Kashmir State are 
conrerned, we send our good wishes 
for these negotiations and we are 
very happy about this. 

Two hon. Members suggested about 
increasing our financial resources by 
taxing certain items. A reference 
has been made that we should have 
more excise duty on drinks. I fully 
agree with that. Likewise, there is 
another item on which also we have 
to spend lakhs of rupees from our 
funds. Mter ~  when the 
the former princely States were 
merged with the Indian Union. privy 
purses were granted to aU the 
princes of the former princely States. 
For the last 12 or 13 years, we have 
been giving privy purses amount-
Ing to a very large sum. My sub-
mission is, if We reduce these privy 
purses by 50 or 75 par cent, I am 
sure they have got good financial re-
sources and they WOuld not be affect-
ed much; and, we would have sdme 
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money thus saved, which we can 
utilise far our various Plan projects. 

I would like to submit one or two 
things which concern Jammu and 
Kashmir. We have no railways in 
our State and we mainly depend 
upon road transport This year some 
levy has been put on the diesel oil 
and also on motor engines and other 
things. Ours would be the State 
mostly affected by this levy. I would 
appeal to the hon. Finance Minister 
that since road transport plays an 
Important part in our economy, as in 
other parts of India and more espe-
elally in Jammu and Kashmir, some 
relief should be given to the road 
transPort people also. 

Shri A. M. Tariq (Jammu and 
Kashmir): Tourist tramc also will 
be affected. 

Shri lDder J. Malhotra: As my 
bon. friend has very rightly pointed 
Dut, we also mainly depend upon our 
tourist tramc. If ~ wants to go 
to Jammu and Kashmir, he has to 
ftv or go by road. If we have more 
duties on road transport, naturally 
th,. bus fare would go up and it would 
ultimately af!eat the ~  tramc. 

Quite a large number of hon. Mem-
bers have spoken about the tax on 
cycles. I fully endorse their viewll 
on this and I would .180 appeal to 
the hon. Finance Minister that just 
IS car is the common man's convey-
ance in the western countries Uke 
USA, cycle is our only common man's 
conveyance. So, instead of taxing 
thP. common man's conveyance, we 
should rather see that the common 
man's conveyance is made more 
cheaper. 

Lastly, I will come to another mat-
ter which agitates my mind, and that 
is the agricultural research program-
me of our country. We know that to 
some extent we are tacing the tood 
problem in our country. In my opi-
nion, We have reached a state where 
we have to make a dlatlnctlon bet-
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ween rural development plans and 
the agricultural production plans. It 
we have the rural development plans 
closely connected with the agricultu-
ral production plans, then what hap-
pens is that the agricultural produc-
tion work lags behind. For example, 
for the last so many years in the 
field of community developmp.nt we 
have been mainly concentrating 
upon the building ot roads, providing 
wells, improving village tanks and 
things like that. I do not say that 
things like this should not be im-
proved upon or we should not pay 
attention to these things. But the 
main and basic thing still remains to 
be tackled. Unless the per acre yield 
is increased, un til the economic con-
ditions of the farmers go up there ia 
no point in developing the other 
things. For example, it we build a 
pucca road in a village the far-
mer may not be able to use that 
pucca road unless his condition is 
improved. So, I would submit that 
we should make a speciftc distinction 
between our rural development pro-
gramme and our agricultural produc-
tion programme. 

In our agricultural production pro-
gramme we generally refer to ferti-
lizers, supply of improved seeds, irri-
gation water etc. To my mind, agri-
cultural research programme and 
the research projects conducted in 
various parts of the country also play 
a very important role. 

For example, in my State this year 
we have very successfully tried out 
the double cropping system in paddy. 
My submission here is that to some 
extent this experiment is going on In 
'that part of the country and it would 
be very right for the Central Gov-
ernment to give mare technical aid 
to the Jammu and Kashmir State 
and to the other Centrally sponsored 
research projects on double cropping 
system and see that this double crop-
ping system right trom the very be-
ginning is laid on sound and scienti-
ftc Unes so that In the yean to come 
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this system could become more 
popular wi.h the farmers and ulti-
mately could increase our agricultu-
ral production. With these words I 
would again appeal to the hon. Fin-
ance Minister that he should very 
kindly give some relief in the cycle 
tax and other vehicle taxes. 

Shrl Jedhe (Baramati): My Speak· 
er, Sir, I want to draw the kind 
attention of the hon. Finance Minis-
ter towards the taxation imposed on 
co-operative societies and other mat-
ters which really affect the middle 
and poor classes of the society. I will 
first refer to the taxes on co-opera-
tive societies. For this purpose, it is 
necessary to quote the main ingredi-
ents of section 14(3) of the Income-
tax Act. Section 14(3) of the Income· 
tax Act, which is proposed to be 
amended, exempts co-operative so-
cieties, including those carrying on 
business of banking from the pay-
ment of income-tax as follows: 

Profits or gains of business car-
ried on by them; 

Interest and dividends derived 
from investments in other co-
operative t;ocieties; 

Any inc;)mc derived from letting 
out of godowns and ware-
houses for storage, proces-
sing or facilitating the mar-
keting of commodities; 

Any interest or securities charge-
able under section 8 or any 
income from property charge-
able under section 9 where 
the total income of such so-
cieties doe. not exceed 
Rs. 20,000 and the society is 
not a housing lociety or an 
urban consumer society or 
society carrying on transport 
business. 

By the amendment of this section 
the following types of societies are 
proposed to be exempted:-

259 (Ai) LS-9. 

Agriculture and rural credit s0-
cieties; 

Societies engaged. in a cotta •• 
industry; 

Societies engaged in the market-
ing of agricultural produce of 
their members; 

Societies engaged in the purchase 
of agricultural implements, 
seeds, livestock or other 
articles in tended for agricul-
ture for the purpose of sup-
plying them to their mem-
bers; and 

Societies engaged in the proces-
sing of the agricultural pro-
duce of their members to 
the extent of which such 
processing is ordinarily em-
ployed by a cultivator to reD-
der the agricultural produce 
raised by him fit to be taken 
to market and are not socie-
ties engaged in the perform-
ance of any manufacturing 
operations with the aid of 
power. 

All other societies except those 
mentioned above are to pay the tax 
in respect of the income beyond 
Rs. 10,000. Now it seems to be in-
creased up to Rs. 15,000 which is just 
bargaining. 

I would like to know the meaning 
of 'agricultural and rural credit s0-
cieties'. It was neither expressed. in 
the Budget speech of the hon. Finance 
Minister nor is it clear in the propos-
ed. amendment. 

The State and ~  Co-operative 
banks which only deal with mem-
bers-- and thei.r members are 
rural societies- have been lorm-
ed with a view to channeling 
credit to rural societies. According 
to my opinion the district and state 
co-operative banks are rural credit 
societies and must be exempted com-
pletely from income-tax otherwise 
poor agriculturists will have to face 
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various diftlcultiea and by this taxa-
tion they will have to pay higher in-
terest charges. Thus the agricultu-
ral economy will be affected. I hope 
the hon. Minis.er will clarify this 

~  

To impose taxes on the co-open-
tive societies is a,ainat the ideoloU 
with which forming of co-operativ ... 
is encouraged. In our country pe0-
ple are less ~  towards doinJ 
any social work throup co-operative 
action. I am afraid that taxes on 
such societies will discoura,e the-if 
formation in future. There are vari-
oua societies in my constituency and 
their work and encouraeement 1nll 
be affected by the new taxatiun p:-o-
posals. 

I will mention here that these eo-
operative sugar factories, th.>ulh ('1)1-

leetively they are big concerns, arc 
made up of rather very small culti-
vators and their means are derinitely 
limited. The sugarcane growers who 
are ~ producer members holdin. 
land less than two or three acres--
many of them are 1 to • acre land-
holders-are about 80 per cent of tba 
total number of memben. Out of 
them, many of ~  have no irriga-
tion facilities also. By this taxa .ion 
these poor cultivators are aJfected 
and are losing the very valuable pie 
from their pockets which would be 
helpful to improve their economic 
condition if the taxation fa with-
drawn. I therefore request that the 
bon. Minister take this matter into 
reconsideration with a view improve 
the economic condition of the alIi-
eulturists. 

lProm the Budget speech it appean 
that the Pinance Minister is of the 
opinion that the co-operatives that 
have widened the field of .ctivity 
ad are dealing with non-members 
should not be exempted ftoom taxa-
tion, but I submit that this is apJnat 
the main in tention with which the 
Co-operative Societies Act of 1912 
••• enacted. The intention of the 

Act waa to facilitate the format.ion 
of 80Cieties and promote aelf-help 
amon. Members. This can be crea," 
ed and accelerated either by dulin, 
among members or non-members. III 
my opinion, the distinction betwHD 
members and non-members is noth-
ing but an artificial one. Taking a 
broad view, every person directly or 
indirectly depends on the agricultu-
rist. Persons or institutions cannot 
be considered non-members even 
though they may not be connected 
with the co-operative movement of 
the agriculturists. When the apicul-
turist is not self-supporting economi-
cally, and when all facilities are not 
available from Government to the 
agriculturists in regard to their co-
opera live business, how can the al1"i-
culturists continue the co-operative 
movement without the so-called non-
members in their business lines? The 
villag<! economy is the backbone of 
OUT nation, and this can be su-ength-
f'ned only by the co-operative socie-
ties which are completely tax-free. 
Taxation curtails the co-operatlve 
mov cmen t among the villagers and 
may even result in a bad economiC 
poSition for them. The per CClpi&4 in-
come of the villager is far leis than 
that of the person in the cities. Tak-
ing this into consideration, I humbly 
request the hon. Finance Minister to 
withdraw completely taxation that 
will exploit the villRlen. The co-
operative movement is in its infancy 
and should therefore be fully protect-
ed till it has fully grown all over the 
country. 

According to ClaUle • at the 1'iD-
anee Bill, the whole coacept of. tua-
tion of co-operat1Ye locietiel baa been 
chanpcl. Maputacturinl operations 
with Ibe aid of power have come 
under Ihe impact of taxation. ThlI 
is a sort of blow to aU the _¢CuI. 
turista 11"0winl supre&ne anel pro-
ducing sugar and gur. When l1"-t 
efforts are being made by. the Gov-
ernment thl'OUlh community d8V'e-
lopment, co-operatlve aocletieI and 
gram pancbava. to iDcreue the pro-



13897 Finance Bill CHAITRA 31, 1882 (S'AKA) Finance BiU 12898 

duction of the country, it is D17 
humble opmlon that the working of 
such societiea will be greatly handi-
capped, and this will result in affect-
ing production. I am, therefore, of 
the opinion that the old law regard-
ing income-tax on co-operative socie-
ties should not be changed or amend-
ed.. 

Shrl P. C. Barooah (Slbsagar): I 
drst congratulate the hon. Finance 
Minister on ..... . 

Mr. Speaker: He might continue 
tomorrow. 

I want to make an announcement. 
Hon. Members know tha, this morn-
ing some ajdournment motions were 
tabled with respect to photographs 
relating to the election in Calcutta. 
The election will take place on the 
1st of May. Hon. Members were an-
xious to get some clarification on the 
statement made by the hon. Deputy 
Minister, and therefore they have 
tabled a mo.ion for discussion. I 
consulted the Minister of Parliamen-
tary Malrs. He is willing. There-
fore, I suggest that We may have thi. 

discuaaion tomorrow eveniIig after 
6 O'Clock i.e., from 8 to 7 O'Clock, 
for one hour. 

Shrl Bane (Buldana): After th. 
Finance Bill is over. 

Mr. Speaker: I agree. I oriJinall7 
said this morning tha L we mlCht lit 
till 6.30 to-day and, tomorrow but now 
we may carry on with the Finance Bill 
till 6 O'Clock tomorrow and flniah 
it. Most of the hon. Members have 
spoken. We may close all the stag. 
of the Finance Bill at 6 O'Clock. 
Therefore, half an hour does not 
make much difference. All the stagel 
of the Finance Bill will be conclua-
pd at six o' clock tomorrow evenln" 
and then we shall take up that dis-
cussion for one hour, from 6 p.m. to 
1 p.m. 

18.38 hn. 

The Lok Sabha then CId;oumed tin 
eleven of the Clock on Thursd4u, the 
21st April, 1960/Vaiaakha I, 1882 
(Sa.k4). 




