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Mr. Speaker: The questicn is: 

"That the Bill to authorise 
payment and appropriation of 
certain further sums from and 
out cf" the Consolidated Fund of 
State of Orissa for  for the servi-
ces of the financial year 1960-61, 
be taken into consideration." 

The motion was adopted. 

Mr. Speaker: The question is: 

''That clauses 1, 2 and 3, the 
Schedule, the Enacting Formula 
and the Long Title stand part of 
the Bill." 

The motion was adopted. 

Clauses 1 to 3, the Schedule, the Enact-
ing Formula and the Long Title 

were added to the Bill. 

Shri B. R. Bhagat: I move: 

"That the Bill be passed." 

Mr. Speaker: The question is: 

"That the Bill be passed." 

The motion was adopted. 

12.29 hrs. 

APPROPRIATION (RAILWAYS) 
NO. 2 BILL, 1961 

The Minister of Railways (Shri 
.Jadivan Ram): I beg to move: 

"That the Bill to authorise pay-
ment and ~  of certain 
sums from and out of the Conso-
lidated Fund of India for the 
service of the financial year 1961-
62 for the purposes of Railways, 
be taken into consideration." 

Mr. Spel&ker: The question is: 

"That the Bill to authorise pay-
ment and ~  of certain 
sums from and out of the Conso-
lidated Fund of India for the 

service of the financial year 1961-
62 for fue purposes of Railways, 
be taken into consideration." 

The motion was adopted. 

Mr. Speaker: The question is: 

"That clauses 1 to 3, ~ Sche-
Schedule, the Enacting Formula 
and the Long Title stand part of 
the Bill." 

The motion was adopted. 

Clauses 1 to 3, the Schedule, the Enact-
ing Formula and the Long Title 

were added to the Bill. 

Shri Jagjivan Ram: I beg to move: 

"That the Bill be passed." 

Mr. Speaker: The question is: 

"That the Bill be passed." 

The motion was adopted. 

12.30 hrs. 

GENERAL BUDGET-GENERAL 
DISCUSSION 

Mr. Speaker: The House will now 
proceed with the General discussion 
of the General Budget for which 20 
hours have been allotted. Under 
rule 207(3), I fix that fifteen minutes 
will be the time ordinarily allowed 
for every hon. Member except for 
Leaders of Groups who would be 
allowed up to 30 minutes, when 
necessary. 

Shri S. A. Dange (Bombay City-
Central): Sir, this is the first Budget 
for the first year of the Third Five 
Year Plan. Therefore, the basic indi-
cations of the policy that the Gov-
ernment will" follow in the next few 
years are available in this Budget. 

The Budget has had already some 
kind of reception in public and in 
the press. Of course, it is not al-
ways safe to rely on the immediate 
reactions either of one shop-keeper 

-Moved with the recommendation of the President. 



General MARCH 14, 1961 Budget-Generat 
DiBcusaion 

[Shri S. A. Dange] 

or one newspaper as regards the 
effect of the Budget. Bu.t, they may, 
to a certain extent, give an indica-
tion of the general trends of the 
budget. Everybody knows that the 
Budget as such should, in a planned 
economy, try to shift incomes in a 
particular direction. When the 
whole of society is engaged 
in putting forth its maximum effort in 
industrialising the country and in 
strengthenng its economy, the perti-
nent question that must arise always 
in framing the budget would be how 
this development and its fruits are 
being shared. 

The Budget gives 'a picture of the 
achievements in the field of produc-
tion. We have already had an occa-
sion to refer to the achievements in 
the field of production. Production 
has increased; national income has in-
creased; the per capita income has in-
creased, and so in the sphere of pro-
duction and the outlook for the eco-
nomy, the achievements are quite 
sizable and are of a type of which 
everybody in the country including 
the Government and the ruling party 
should be proud. As I said onre, some 
of the industries that are being built 
and have been built in the Second 
Five Year Plan have enabled us to 
brpak thr blockade which was being 
imposed on Us or which we had in-
herited historically from the previous 
conditions of subjection, and the basic 
lines of production in the direction of 
strengthening l.he economy are being 
developed, and developed in a satis-
factory way. On that point, I have no 
dift\erence, so far as the picture presen-
ted in the Budget in this sphere is 
concerned. 

But the relevant question, which the 
Finance Minister also has raised is: 
What is happening to the fruits of this 
development? If we look at the fruita 
of the development, do we continue 
the direction in which they are being 
cornered, or 8M we going to change 
the direction? The fruits of this deve-
lopment are mostly being cornered by 
those who own industry in the ~ 

sector, and even amongst them, by 
those who have monopoly hold on the 
economy of the country. 

1!.33 hrs. 

lSHRI JAGANATHA RAo in the Chair] 

The development of monopoly capi-
talism in this country, during the First 
Plan and the Second Plan, particular-
ly in the Second Plan, has been already 
noted by seveNiI economists. In fact, 
the Panel of Economists, headed by 
Professor D. R. Gadgil, when it sub-
mitted its notes to the Planning Com-
mission, pointed to this danger. The 
Panel pointed to three or four dangers, 
the first among which was that if 
monopoly capital seizes hold of the 
economic bases of development of the 
country then the fruits of develop-
ment will not flow to the people, but 
will in fact harm them; secondly, 
development in the direction of mono-
poly capital will not lead to the desir-
ed results which we want to bring 
about through planned economic deve-
lopment; thirdly, there will be infla-
tion in the price structure in the 
country; and fourthly, there will be 
political complications unhealthy for 
democracy. All these things were 
pointed out not only by the Commun-
ist Party but also by leading members 
of the Panel of Economists, who were 
certainly not by any moons commun-
ists. Has this development come about 
in the economy of the country? It has. 
Does the Budget in any way.try to cor-
rect it? It does not. 

The drawbacks of the Budget are al-
ready being pointed out in the Press 
and have been the subject of discus-
sion in the Rajya Sabha also. The 
Budget, in fact, frankly follows the 
direction of taxing the common man. 
Indirect taxation is increasing. These 
facts are not denied even by the Fin-
ance Minister. In fact, he says that it 
is a fact and he thinks that ~  direc-
tion is necessary and has got to be 
followed. Indirect tamtion, for exam-
ple, which in 1948 was 50 per cent of 
the revenue, went up to 67'S per cent 
in 1960, and is now about 69 per oent 
in this Budget. 
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When the point is raised that this 
indirect taxation is hitting the com-
mon man, and generally that section of 
the population which is least fitted to 
be taxed so heavily, the reply is th'at 
consumptipn must be restricted. When 
somebody pointed out to the Finance 
Minister that 'You are taxing tea and 
coffee and biri and tobacco and cloth 
and so on, he, in fact, laid out a whole 
plan which shows the philosophy on 
which the Budget is conceived. If a 
thing is tax'ed it is being taxed either 
for the health of the person concerned 
or for the morals of the person con-
cerned, or for some other motive, ex-
cept the motive of helping the people 
to conduct a peaceful life on growing 
standards of living. It is accepted that 
the objective of the Plan is to raise 
standards of living. And the moment 
a man's standard of living just goes up 
a little, then, the Finance Minister 
says that 'since his standard of living 
is going up, he must pay me a price 
for taking the standard of living up', 
and that price must bl' such that his 
standard of living must come down. 
This is the contradiction which is being 
put forward in the Budget and in the 
speech th(lt the Finance Minister made 
in the Rajya Sabha-if I have taxed 
tea coffee, then do not drink it; I do 
not mind if I do not get revenue; in 
fact, I shall be pleased if I do not get 
revenue; I shall find some other ways 
of taxation, but I do not want you to 
drink tea and coffee; if I tax biris or 
cigarettes, then, do not smoke; I shall 
be very glad if you do not smoke, and 
if because of that I do not get any 
taxes, I do not mind, I shall rob you 
in some other way, but then, for your 
health and for your morals, do not 
smoke; if your standard of living has 
gone up, and instead of wearing 
coarse cloth, you are wearing tlne or 
medium cloth, then, for the sin of 
having raised your standard of living, 
you must pay me a tax, and for that 
medium or .,fine cloth, you should pay 
me a tax on cloth, and, thereby, again 
go back to coarse cloth, if you cannot 

.. go back to something less than that! 
So, the philosophy would be, do not 
smoke, do not drink tea and co:ffee, do 

not wear cloth and so on; and popula-
tion also is p problem, so do not go 
further in that line also. So, ultimate-
ly, why do yoll live with an ambition 
to raise the standard of living? I do 
not quite understand. The simple ans-
wer would be that the common man, 
to the Fnanc'e Minister, is a tax-paying 
machine; and if he has to live, then, 
he must live for taxes; otherwise, he 
must not live. This is the simple con-
elusion of .the Budget and the reply 
that the Finance Minister gave in the 
Rajya Sabha. 

In the face of such a philosophy, 
what criticism can you make against 
the Budget except to say 'Throw that 
Budget out'? There can be no other 
criticism. But, of course, we have not 
got the power to throw the Budget 
out. Even those who criticise the Fin-
ance Minister from his own Party ul-
timately will have to vote for it. 
Therefore, the Budget cannot be 
thrown out, but at least, let us tell the 
people what the philosophy in the 
Budget is, which he is propounding 
for the benefit of the country and for 
the benefit of the people, as he says. It 
was not a chance that as soon as the 
Budget was published, the prices 
started soaring up. When this thing 
was pointed out to the Finance Minis-
ter, he said, 'there might be some 
shop-keepers who do that, but I am 
not responsible for it, society should 
look into the matter'. Now, if society 
does start looking into the matter, the 
simple result would be that society 
would go at those profiteers who ere 
doing this thing, and there would be • 
veritable civil war, which certainly is 
not what the Finance Minister wants. 
Therefore, his call to society to inter-
vene against such profiteering and 
such prices, when he publishes his 
Budget, is not a call which flts in with 
his own philoS()phy, because when-
ever society wanted to resolve such 
problems On its own, he was the first 
man to run against that society. 

The Mbdster 01 JI'ID&IICe (Sbrl 
Morarjl Deeal): Not your society. 
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Shri S. A. Daoge: Therefore, I do 
not know why he gave that call; most 
probably it came out of his mouth in-
advertently. 

Shri Morarji Desai: Nothing inad-
verteni.. 

Shri S. A. Dange: In that case, if it 
is ddiberatc, I shall be very glad if,. 
when SOCIety organises itself against 
these price-racketeers and gives them 
th-e punishment that they deserve, the 
Finance Minister at that time, I hope, 
will join that side of society which 
does these things. 

Shri Morarji Desai: I will tell you 
what I will do. 

Sbri S. A. Dange: Since for the pre-
sent he has occupied the Home Minis-
ter's seal. ..... 

Shrl Morarji Desai: I am in the Fin-
anCoe Minister's soeat. 

Sbri S. A. Dange: I am just talking 
of the seat only, not the portfolio. 

Shri Morarji Desai: I am in the Fin-
ance Minister's seat. 

Shri S. A. Dange: So, Sir, the Bud-
get, in its total eifect, is en an ti-
people Budget. Let me congratulate 
him on being very frank. He says that 
taxes are meant to restrict cOI1;;ump-
tion. Kill consumption, where it starts 
to rise, and kill it by taxation. So 1 
do not know whether to call it a kill-
er's Budget or a builder's Budget, 
beca usc the Budget is supposed to 
build up the economy of the people. 
Instead of that-it does not do that-
it wants to kill consumption, in order 
of course to build the economy in the 
future. Thi!'l is, in short, the general 
characteristic of the Budget. 

Now, without going into the details 
of taxation--everybody knows what 
they are--Iet me point out one or two 
things. Does the Budget in any way 
help to reduce the price level? No. In 
fact the Finance Minister has made a 
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stat-ement, a theoretical statement-he 
is one of the authorities on theories 
of finance; so I have to take note of 
it-tha t in a developing economy, 
pric-e ri;w is inevitable. ~  ~  one 

~ ~  which he has ~  Hp also 
made anoth<:r statement, which r will 
t1ke 1I0te of l(1te1' on, which is still 
more interesiing. 

Now as regards pril'[', rise in a deve-
loping economy, he does not say what 
kind of developing .. 'conomy, socialist 
or oopitalist. In India, if it is a capital-
1st economy which is developing, then 
he says price rise is inevitable. Is price 
ris'l' inevitablp ~,  in a capitalist 
economy? If he goes into the history 
of the development of England, which 
was the first capitalist country to lay 
down the foundations of a capitalist 
('('Ollom.\· in PH' world, he will find that 
when furiolls development was taking 
pla':(}, pri('",; were falling and not 
rising. Even in a period of ('apitalist 
development, the economy does not 
nec('ss:u'ily lead to price rises. If you 
scan the history of economic develop-
ment of England on the capitalist basis, 
you will find this, that prices rise and 
fall. In India, continuously prices 
:lr(' rising and never failing. May be 
here and there, a change of one or two 
per cent may be there, but the conti-
nuous trend for the last 13 years of 
d('velopment is a rise in prices. 

Now, production rises. Should rise 
in production lead to rise in prices or 
fall in prices? If you again pay etten-
tion to the development of the capital-
ist economy, you will find that since 
the last 20 years, after 1930 and parti-
cularly after the Great Depression and 
the starting of the wer, ,prices have 
continuously been rising throughout 
the capitalist world, thoE' -~  being 
that monopoly has seized hold of the 
machinery of money supply, banking, 
the whole governmental apparatus and 
main source of production. Therefore, 
they can peg prices In the way they 
like, and they refuse to allow the 
prices to fall. This is the phenome-
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non of monopoly capital throughout 
the world. Therafore, we can say that 
priccs rise continuously when mono-
poly capital seizes hold of the econo-
my, and that is exactly what is hap-
pening slowly in our country. 

Now, another statement which he 
has made, as an abstract statement, is 
that prices arc bound to rise in a 
developing economy of any kind. I 
would like him to show any socialist 
economy where prices have risen when 
planned economy started. There is not 
one singloe example. 

Pandit K. C. Sharma (Hapur): What 
about thp turnover oox'? That is an 
addition to the price. 

Shri S. A. Dange: Excuse me. I am 
talking of prices, not of taxes. Let 
him understand the subject and then 
ask. I am not talking of turnover 
taxe:;. What call I do? Therefore, the 
phenomenon of prices has got to be 
studied in the context of a given so-
ciety, and you will find in a socialist 
society that prices do not rise. I am 
coming to taxation later on. There-
fore, you find this statement, all abs-
tract statement, which wants to condi-
tion the people in the belief that if 
they want doevelopemnt, if they want 
production and if they want rising 
atandards of living, price risc is in-
evitable, and thereby hc wants to 
demoralise them from struggling 
against the rise in prices, by putting 
forward a theoretical concept in their 
mind so that psychologically they 
cannot struggle. 

May I submit and ask whether he 
would pay more attention to this pro-
blem '3nd study the matter and not 
makoe a general statement like that, 
that necessarily, if you want to deve-
lop the economy, price rise is inevi-
table? 

Another element in price rise, to 
which I want to draw his attention-
he knows it already-is this. It was 
stated that in the five year plans, 
because ot deficit financing, price rises 
take place. In tlle last year, deficit .. 

Discussion 

nrumcing was at the lowest, almost nil, 
\'2ry little. Production was the high-
('st. Money_ supply from the govern-
mental side was less. Yet prices shot 
up. In the previous year, I think the 
rise in prices was 4.1 per cent or some-
thing like that. In the last year, it 
went up to over 6 per cent. With de-
ficit financing at the low'est IlInd pro-
duction ~  the highest, why arc prices 
rising? 

Theil you will find that in the sphere 
of banking, more than necessary money 
supply has b(''''1 pour'ed into the sys-
lem, and th£' banks have been the 
greatest criminals in the rise in prices 
in the last year. The Economic Survey 
fmnkly admits that ~  ten-
den cit's appeared, there was too much 
money ill the mark'et, in the private 
sector, and that it vitiated the price 

~  Every year on the budget, 
I draw his att·ention to the fact that 
this banking system in this country 
ought to be taken over by the State, 
because it is the grcetest criminal 
vitiating OUI' price structure and 
money structure; and he has always 
been telling me that it is not possible 
to do so, not healthy to do so and not 
advisable to do and that it is my par-
ticular mania. But there is this per-
petual mania in the Economic Survey 
exhibit('d by the banks, that they 
pump money into the system and hold 
society to ransom and price rises take 
place. Instead of referring to my 
mania which demands that banks be 
nationalised, why docs he not refer to 
the mania of the banks which is re-
corded in the Economic Survey-that 
these are the culprits responsible for 
the rise in pric-cs'? When there was no 
necessity for deficit financing, there 
was plenty of injection of money into 
the system, and it has bcen raised by 
several economists as a question: why 
is it that in the last year when defi-
cit financing was so low, when the 
food situation was not so very bad and 
when production wal! the highest. 
price rises took place? Why? The reply 
was: the banks, the criminals who 
poured money into the system tor 
speculative and other purposes, which 
thereby led to price rises. 
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What is the cure for this in the 

Budget? - ~  Thl' cClre for this in 
the Budget in fact is a ~  encour-
agement for converting reserves· into 
,onus shares by reduction of tax for 
floating bonus shares. For example, 
the money supply increased as fol-
lows: 1958 Rs. 21.8 crores, 1959 Rs. 128 
crores and 1960 Rs. 246 crores. All this 
was not for business interest. No. Not 
for purposes of trade. The Economic 
Survey says that part of it at least wes 
for speculation. The Financ·e Minis-
ter's speech itself mentions that specu-
latiVe tendencies were there. What do 
they do in order to check this specu-
lative tendency? Every year money 
supply is poured in. Then the prices 
rise, ':peculation  grows. Then the 
Reserve Bank comes in and raises the 
rate of interest. Take July 1960. Till 
then, prices were shooting up. Specu-
lation was taking place. After that, 
the ReSlCrve Bank comes and says: 
'Gentlemen, you are doing the crime 
on too high a level, too much of it. So 
raise the rate of interest'. Then equity 
prices break down a little and come 
down. But again the same course they 
follow later on, in the next year. This 
is an annual performance of criminals 
which cannot be checked up by the 
budgetary structure which the Finance 
Minister places before us. And, again, 
therefore, I would say that his Budget 
is not a Budget for the people. That is 
on the question of prices. Taxes I have 
already mentioned. 

Then there is the question of some 
major measures taken. If you compare 
the two layers of taxes which he has 
provided for in the Budget, you can 
see why some of the financial papers 
were quite jubilant. In fact, this time 
the Finance Minister has got more 
praise from the business houses than 
he ever got. They have congratulated 
him on his courage, that in a year of 
election he has dared to tax the peo-
ple and that he has shown what a 
strong man he is who can impose taxes 
even in the election year without 
caring for the votes. And then a parti-
cular journal notes at the same time 
that he has had to impose certain tax-
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es on industry, for example on the 
machinery and so on, but that journal 
advises "Don't look at these taxes. 
He had to do that; otherwise he would. 
have been accused of only hitting the 
people. Therefore, that is a §moke-
screen, and industrialists should not 
be worri·ed about it." This is the 
advice given to certain Chambers of 
Commerce by an eminent writer in 
the journal called The Eastern Econo-
mist, whose daily side-the Hindustan 
Times-wa', just debated five minutes 
back in this House. So, you will see 
that the Budget is definitely weighted 
in favour of the richer classes. I do nOt 
have to go into details. I do not have 
to discuss new points at all. These 
things ultimately reflect on the com-
mon man. The result is deterioration 
in the standards of living, while our 
ambition is to raise the standards of 
living. 

There are one or two small things, 
to which I want to draw his atten-
tion. For example, I do not under-
stand one or two of these figures. 
So, I hope will be enlightened later 
on if 'I am wrong. For example, 
what is this type of development that 
is planned? There is 'a Central Gov-
ernment Account No. 3-called Tran-
sactions in Commodities and Services 
and Transfers-Capital Account of 
Government administration in depart-
mental commercial undertaking. We 
are told, and partly it is true, that 
development is taking place on right 
lines, but then there are certain draw-
backs, and here I would like to point 
out one of these figures which poin-
tedly draws attention to certain 
drawbacks. The Gross Fixed Capital 
for machines in Account No.3 shows: 
Buildings and other construction: 
New Outlay Rs. 202 crores; Rene-
wals and Replacements: Rs. 77 crores. 
So, buildings and other construction 
in the Gross Capital formation on 
Government account comes to Rs. 279 
crores. I am just pOinting out the 
relation between the two. Buildings 
and other construction: Rs. 279 
crores; machinery and equipment: re-
newals and new outlay: Rs. 110 crores. 
So, in the Gross Capital formation of 
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Rs. 390 crores, nearly Rs. 280 crores 
go in for buildings and other cons-
truction. Is this. ratio healthy for 
the economy? I should only like to 
put this question to the Finance 
Min.ister and to those who plan the 
economy, whether in the Gross Capi-
tal formation of Rs. 390 crores, it is 
advisable to put in '50 much amount 
on construction of buildings and so 
little on m:lch'nery and equipment. 
Of course, somebody is bound to 
give us an explanation for it, but I 
should like to hear that explanation. 

One more thing I want to point 
out. The Finance Minister is worried 
about export-import, incomes and so 
on, and one of the methods he found 
for developing his export resources 
was not so much to develop the other 
ports in the country as to establish a 
new port called the Kandla Port. 
But it is an old port, and is new in 
the sense that recently a new qualifi-
cation was conferred on that Kandla 
Port. What wa3 that qualification-
that an area called a free port area is 
to be built in that Kandla Port. And 
what would a free port area in that 
reg;on be? 'It would be a smugglers' 
den and nothing else. 

The Minister of State in the 
Ministry of Transport and Communi-
cations (Shrl Raj Bahadur): How? 

Shri S. A. Dange: Everybody 
knows. In the conditions of today 
in that area, in the economy, in which 
we are subsisting, if you establish a 
port like that at Kandla with a free 
area, it would result in nothing but 
smuggling, and an indirect reflection 
on the development of other ports 
and certain other industries in other 
areas. Many economists have objec-
ted to the establishment of a free 
port area in that region, but no 
attention was paid. There are certain 
interests who want development, no 
doubt. Let them have all the en-
couragement that ·they legitimately 
• hould have for the development of 

.. 

that port. That port we know. !Ie 
know there ~ a ridge there whIch 
crumbles every time, wh:ch has to 
be maintained by dredging an.d noth-
ing else. It cannot be a very healthy 
port for purposes of development, 
but it was to be built for strategic 
reasons or what I do not know. It 
was built. Instead of now allowing 
it to have a certain normal develop-
ment, a new element of a free port 
area is introduced which, I think, 
will ultimately ~  the economy in 
that region also. 

Such measures are carried out on 
the one side, and on the other side, 
when people want some share of the 
production that is developing, they 
are denied that share in the name of 
taxation and further development. 
For example, as '1 have already quoted 
once upon a time, the fact is that for 
everyone rupee paid to the worker, 
he produces Rs. 2.39 as net addition 
to value. That is the way in which 
the ~ class is reproducing ib 
wages. When he wants to tax, my 
suggesi ion would be: bring out all 
your sources of taxation from the 
Rs. 2.39 net value added. You need 
not go around casting your net wide 
on indirect taxes through excise 
duties, but if you go to the pointJ of 
production and find out the net 
value added to the product, and take 
a certain percentage of that product 
into the State sphere, you resolve 
your problems of taxation and 
Budget. 

At a certain stage he says that in-
direct taxation is unavoidable even 
in a socialist society. He referred to 
a certain speaker who was a Com-
munist and he said even in those 
countries with which we have spiritual 
'affinity, indirect taxes exist,-not in 
the countries with which the Finance 
Minister perhaps has his physical and 
spiritual affinity, but we are supposed 
to have spiritual affinity. As far as 
I am concerned, I have spiritual afft-
nity with the whole world's people, 
and for this COWltry particularly . 
Anyway, that is a side remark, that 
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has nothing to do with the ma:r. 
problem. Even there, he said indirect 
taxes exist. He should knnw th1t (!1-
direct taxation in socialist countries 
goes on falling. Why'! For ~ 

reason, that the main instrumen ts of 
production, that is the main sources 
of production, are nationalised, !md 
the surplus of that production en' ers 
the Budget, and thereby reduces in-
direct taxati"ll. If the State sedor 
in thi;; country were to enlarge, if the 
main lines of product;on were to be 
transferred to the State sector, then 
the surplus from the State sectcr 
should enter into the Budget and the 
part played by indirect taxes would 
go down. This is just simple arith-
metic, and simple financial theory. 
It 's applied in the .';ociali'dt coun-
tries, and that is why, if you permit 
me to mention, in the S')viet Union 
now taxes on income a re being fi bo-
lished, and taxation on ~

ties is going out very scon, ~ 

the whole social sphere of production 
is held by the State 'is yielding a 
certain surplus. The surplus can be 
calculated in a capitalist economy and 
~ socialist economy, both, as they do 
In the State Sector. In the State 
Sector, as you know, we are pro-
posing, I think to take credit of 
about Rs. 450 ~  for the Tlmd 
Plan. These R!!. 450 crores come from 
the State Stctor of industry. If the 
State Sector were to expand, this 
could be expanded to R!I. 1.000 crares, 
~  thereby ~  the nr:.cessity of 
mdIrect taxatIOn. This is what a 
simple remedy can be in order to do 
away with taxes on the commodities 
co?sumed by the poor people. But 
thIS involves a certain policy, a cer-
tain policy which ~ a po!iev 
will not allow monopoly capital ~ 
grow, a policy which will not allow 
two families in this country to control 
a capital block of Rs. 700 crares. 

13 hra. 

The Finance Minister speaks of the 
power of money not getting concen-
trated to the detriment of society. 
But, here, a study in the Economic 

Weekly, 3 financial paper in Bombay, 
shows very cle:trly that two families 
are controlling Rs. 700 crores of capi-
tal in this country. Is lhis healthy? 
And, when people ask tliat they 
should be allowed to buy ~  of 
coarse cloth medium cloth, then hE 
says that money is concentrated, that 
lhe poor man has raised h· 5 standard 
of living and he is earning too much 
and he should take it away. But, 
no, notwithstanding their taxation 
two families can have Rs. 700 crorC3 
and something more. 

An Hon. Member: Rs. 600 crores. 

Shri S. A. Dange: That is what is 
happen·ng. What is happening to 
these two families in their relation 
to the Budget and the Finance Minis-
ter's concentration of wealth? He 
says: 'Well, I am taxing them through 
dlvidend taxation, through income-tax 
and corporaHon tax and so on'. But 
how is the mechanism of taxation 
made that in b-pite of the huge taxa-
tion on our part, this kind of mul-
tiplication of wealth in the hands of 
these two families goes on increasing? 
The money in the hands of the poor 
man is go:ng on decreasing; but the 
money in the hands of the monopoly 
capitalists increases. And yet he 
says !hat he is taxing both equitably, 
and, In fact, the rich more. If such 
a cla;m is made, is that claim justi-
fied in the context of the figures we 
have got of the concentration of capi-
tal and money power, and in the con-
text of the figures we have got about 
the standards of living? 

'It is a well-known fact that real 
wages are falling, and have fallen in 
the la.'\ two years. And, yet when 
the real wages have fallen and the 
prices have risen and the profits have 
gone up, yet, they are not taxed 
more. Corporate taxation does not 
yield income as much as it should or 
even on the basis of given taxation; 
and yet the Finance Minister claims 
that the Budget is an equitable Bud,et 
and it mys down the burden equitab-
lyon all sectors of society, I chal-
lenge his claim. Therefbre, . the 
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Budget. to my mind, cannot evoke 
any enthusiasm so far as the common 
man is concerned. 

Neither the working cla'ss nor the 
peasantrv will be enthused by seeing 
the Budget which is framed in this 
way. He has got several explana-
tions as to how only inferior tobacco 
is being taxed but not biris. He, at 
the same time says that formerly we 
used to mix inferior tobacco in the 
biris and hence he will tax this. 
What will be the result? Inferior 
tobacco mixed in the biris will raise 
the price:; of biris-a direct effect of 
the Budget. It is simple arithmetic 
and simple law of economics. He 
knows ~  weJl that there is a 
J'dlf'X action in economy, particularly 
i; I C"Jpitalist economy. 

Shri Morarji De<;ai: And this is the 
rdlE'x action! 

Shri S. A. Dange: Thf' reflex action 
is that if price rises in one place it 
goes on ~  in other places also. 
He knows what reflex action of capi-
talist monopoly is. Weare famiJiar 
wi'h it. He says that he is not 1"es-
pon.sible for that. In that case I have 
a suggestion to make to him. When 
the Budget is introduced there should 
be a certain omnibus provision that 
until the thing has become effective 
no price rise will be legal. Let us 
at least have that provision imme-
diately so that the prices in the market 
may not rise. When the proposals are 
made, the prices shoot up 2 months 
or more. Perhaps the prices may 
stabilise or come down later; but in a 
period of one month Or 15 days hund-
reds of thousands of rupees are drawn 
from the purses of the poor people. 
We are not told by the Finance 
Minister. that people must go and 
challenge, society should be roused to 
action. After all, stability might 
come. But, by that time they have 
have lost hundreds of thousands. Why 
should there be not a provision when 
he ~  the Finance Bill im-

posing a prohibition in regard to any 
rise in prices whatever may be the 
provisions of the Budget? Why not 
introduce such a provision? They 
are cap'able enough to frame such 
measures if they want to; but that 
is not being done. 

On the Budget day there is hectic 
activity and there is speculation. The 
prices first rise and stability might 
come later on. Why should there be 
this anarchic mechanism? Why not 
introduce some prohibition like that 
when we are introducing a taxation 
Budget? A taxation Budget must 
not l':'ad to an immediate rise in 
pr·ces. Why not do it? In short '1 
may sum up the points which I made 
by making him an offer he might brush 
aside my remarks with some little 
criticism some abuse, something like 
that and' so on. But he cannot brush 
aside something which a 'Sober econo-
m"s', says with regard to the develop-
ments that are taking pI-ace in the 
economy of the country. I am quoting 
th is passage from a book by Prof. 
D. R. Gadgil. And, D. R. Gadgil, I 
think is as well-versed in flnancial 

~ as the Fin'ance Minister is. I 
do not say. 'more' because he is not 
a Finance M:n;ster. Therefore he 
cannot be said to be versed more. 
But, looking over the Plan of the 
Government, its development, the 
way monopoly capital is concentra-
ting and so on-unfortun'ately, he 
uses the expression 'monopoly capi-
tal' and he avoids all other words-
he says this. He is not a socialist; 
he was a Chairman of the Panel of 
Econom'sts, qu'te a respectable citizen, 
not a member of the communist party. 
He is discussing how the economy is 
getting disturbed, how the moral in-
fluence of the older leadership which 
inherited the great traditions of the 
national movement is not able to 
control this development from going 
in the wrong direction. He says, even 
this leadership is bit by bit being 
reduced in numbers. Therefore. the 
moral prestige of the old leadership 
and the new forces of a new develop-
ing economy are no' acfng together 



4797 General MARCH 14, 1961 Budget-Generat 
Discussion 

[Shri S. A. Dange] 
In such a way as to stop dissention;; 
in our life. He says: .. 

"In the not-too-distant future, 
there is bound to be definite con-
frontation of the actual possessor.> 
of politico-economic power in the 
country, the larger business in-
terests, the top administrative 
and professional groups and the 
political partie3 supported by 
them with the maS3 of the common 
people, and such a confrontation 
would have very serious results 
for the plan and for stability and 
order in the country. Such a 
situation could be avoided only if 
pol!tical leadersh;p becomes more 
intelligent and more perceptive. 
The present crisis is essentially a 
moral crisis. 'If those in power 
can regain moral authority, which 
they can do only by showing some 
convincing overt any signs of their 
sincerity and sacrifice for planned 
development of India on democra-
tic lines, the mixed economy may 
still prove practicable. If not, 
the la3t abortive strike of the 
central government employees 
may prove to have been only the 
first in a series of disturbances 
and conflicts that may shake the 
country." 

This is the fear expressed by an 
eminent speciali'st and economist. 
And this the hope that I am expres-
sing, the hope that the Finance Minis-
tcr will help the country to avoid such 
a calamity .. 

Shri C. D. Pande (Nani Tal): This 
is your hope, I think. 

Shri Asoka Mehta (Muzaffarpur): 
Mr. Chairman, Sir, I wholly agree 
with the remark that Prof. Gadgil has 
made that political leadership should 
be more intelligent and should show 
greater in-sight. I ·am therefore some-
what sorry when my hon. friend, Shri 
Dange, more or less made the same 
mistakes with his flgures that he 
made on the previous occasion. When 
he was speaking on the President's 
Address he gave certain ftgures atlout 

production of steel in communist 
countries and those figures, you will 
recollect, were riddled through by 
the Prime Mini.ster in his reply. 
Today there are two statements 
which he has made about communist 
countries which, 'I am afraid, are 
wh()lIy untrue. 

First, to suggest that in a develop-
ing economy in a communist country 
there is no price increase is to run 
counter to the facts of life. In the 
Soviet Union-I have not the figures 
with me just now; I am merely rely-
ing on my memory; and I hope and 
trust that my memory is not wrong-
in the Soviet Union, during a similar 
period of development, the price in-
crcases were to the tune of 1,600 per 
cent. 

Secondly, I am.mrprised and I am 
amazed to find that a responsible 
person like my hon. friend, Shri 
Dange, should not realise that the 
distinction that is sought to be made 
betwecn the profits of the public 
sector and commodity taxation is dis-
tinction without difference. Even in 
the United States of America-as 'I 
shall give figures later on-a consi-
derable proportion of investments in 
economy comes from what is known 
as 'corpora'e saving3'. Now these 
corporate savings merely take the 
form of taxation. The only thing is 
that corporate savings permit the 
owners concerned to retain and ex-
pand the rsphere of ownership. In 
a .public sector you might say that 
the sphere of ownership which would 
be expanded would remain with the 
State. That is a very vital distinc-
tion. But to suggest that because 
profits are made, profits are retained 
and profits are used for the purpose 
of ei!her expanding the economy, 
deepening the economy or for the 
purpose of meeting the reql:.(rements 
of Government and to say that it is 
something bnsically and fundamental-
ly different from commodity taxation. 
is, I think, to miss the wood for the 
trees. But I am afraid, as I said <m 
a previous occasion, I ha\iC got to 
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devote my attention mainly to the 
Treasury Benches. 

S:r, a distinguished officer of the 
United Nations, Mr. Paul Haufman, 
who as you know has the assignment 
of providing aid to underdeveloped 
countries under the auspice.> of the 
United Nations recently said that the 
sixties is the "crudal decade" for the 
world. For OUr coun'ry :t;s even 
more crucial. Somebody else called 
this "the ~  dangerous decade." I 
have no doubt in my mind that we 
are on the threshold of what is both 
most dangerous from one point of 
view and most exciting decade from 
another point of view. And that is 
why whatever we may do, whatever 
we may say has a historical import-
ance wh'ch transcends anything petty 
or anything irrelevant. 

I can undcr3tand that the Finance 
~  who exudes confidence 

should desire to evoke confidence in 
the country. When we realise that 
through this Budget we shall be col-
lecting 7 naye paise per day from 
every single individual in India and 
when we realise that for our Plan we 
shall be asking for anything between 
4 to 5 naiye paise per individual per 
day as foreign aid, one can well 
realise the need to create a climate 
of confidence in the country and out-
side. But is it consistent with the 
policies that we seek to pursue that 
the climate of confidence that we are 
evoking ;;;hould be confined only to 
certain sections of our people? Should 
the stock exchange alone be permit-
ted to boom? Or should there hi! a 
feeling of satisfaction, should there 
be a bettcr understanding and a 
better response in the fields and the 
factories of our cpuntry also? 7 hope 
we shall not do anything wh :ch will 
undermine this confidence that needs 
to be created in the country and the 
World. ~  at the same time, if we 
ar(! to fulfill the targets that we have 
¥laced before ourselves, if we are to 
lmplement the pattern that we have 
sketched, that confidence should have 
a much wider impact than the one he 
has ~ - mind. 

" 

Sir, I would like to draw the atten-
tion of the House to the pattern of 
development. that we have deliberate-
ly selected. There are two poss'ble 
patterns of development. The first 
is what is known as the maximisation 
of the rate of return, a pattern 
wherein our whole attention is de-
voted on having the hi.ghest growth-
rate in the economy that is possible 
f:Jr U3. The other is maximisation of 
employment and income. There are 
many in this House, Sir, who favour 
that there should be maximisation of 
employment. Why have we selected 
the first pattern as against the othert 
Full employment, I suggest, is possi-
ble here and now. It would be passi-
ble to have full employment in our 
country. But it would be full em-
ployment. at a low level of techn;que. 
It would result in raising the current 
income. But let Us realise that 
while it is true that if an unproduc-
tive person is set to work he would 
add to the stream of income if his 
consump'ion or wages ~  his 
output, the investment surplus will 
suffcr. There is no doubt that it is 
possible to develop economy with full 
employment, but its cost will be 
greater than the cost of the other 
pattern that we have selected. It is 
camparatively simple to provide fun 
employment at the stat;c equilibrium 
as the Sarvodaya friend.> desire. To 
cambine it with dynamic develop-
ment involves many considerations to 
which the needed thought has not 
been given. If you have dynamic 
development with full employment, 
it .will be necessary not only to main-
tam full employment but ra:se pro-
duc'ivity at a much ~  base of our 
economy. What will be the result? 
Where a larger income goes into the 
hands of the poor in terms of wages 
the propensity to save will go down: 
if the propensity to save goes down, 
the saving-income ratio will go 

down, while side by s:de the capital 

output ratio will go up. We shall 

have to put in more capital 

in order lhat We are able to have the 

output that we need where we want 
to maintain fuJI employment. 
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The consequences of this two-prong-
.ed impact on our economy would be 
"that on the one side the saving income 
ratio will go down and the capital out-
put ratio will go up. There will be 
a gap. This gap has to be filled up 
either by greater taxation greater 
.commodity taxation, than is being 
levied today. This is the only way in 
which the larger income streams that 
ar( generated into larger secti9ns of 
our people are prevented from being 
wholly used up in consumption, or it 
will mean forced saving which would 
mean rise in prices. It is inconceiv-
able, Sir, that you can have the first 
pattern of development where you 
maximise employment and income and 
also not have much higher rate of 
commodity tax than you are having 
today. This is what Prof. Galbraith 
has elsewhere called 'conventional 
wisdom'. He has said how the con-
ventional wisdom of the past is be-
coming an impediment in the under-
standing of the future. 

May I point out that we still talk 
in static terms? We have not fully 
realised the implications of our dyna-
mic development, what rapid trans-
fOl'mation of economy from one stage 
of technology to another involves. 
. Therefore, a new kind of conventio-
nal wisdom needs to be createI' and it 
is here that I find that in this House 
and through this House outside we are 
not shouldering our ~  The 
crucial decade that we face today, the 
most dangerous decade that we have 
entered, we shall be able to pass 
through properly only if we are able 
to substitute the right kind of con-
ventional wisdom for the wroni and 

~  kind of conventional wisdom. 

Irrespective of any system of deve-
lopment, if we want adjust ourselves 
with the technological world of widen-
ing wants, there are three things that 
have got to be done. There has got 
to be scheduling of production, whe-
ther Mr. Masani is in charge of it, or 
'somebody else is in charge of it. There 
has got to be rationing of consump-
tion. Rationing docs not mean that 

you go and issue coupons. It means 
there has to be a tax policy, ~ has 
to be an economic and fiscal policy, 
whereby consumption is ultimately 
restrained in certain places.· Then 
capital has to be conscripted. These 
are the inexorable and inescapable 
consequences of development and in-
telligence is needed for findini out 
how best these things are to be done. 
We only dash our heads against the 
wa lJ and we wish these three impera-
tives out of existence. We haVe deli-
berately chosen the maximisation of 
the rate of return because we hoped 

~  that way quickly surplus will be 
generated. In our economy there are 
certain sections where we provide a 
lot of capital and we hoped that it 
would produce quick returns and theSe 
returns would be used to develop our 
economy further, so that we would be 
able to provide employment to a larger 
and larger number of our people at a 
higher level of income and output. 
Therefore, it is most important to see 
tha t theSe sectors in our economy 
which we are trying to develop very 
fast work efficiently and produce the 
maximum amount of results. It is 
here that we are failing. 

We rejected the approach that Gan-
dhiji taught us maximisation of 
employment and income--because we 
wanted to move on with the techno-
logical development. We, therefore, 
selected the alternate method but we 
are not able to live up to the demands 
and expectations and the iron laws of 
this alternate method of development. 
Our rate of growth has been only 3'.5 
per cent in the last 10 years. With 
two per cent increaSe in population, it 
is a miserably low rate of growth. We 
are not able to have a higher rate of 
growth nor are we able, therefore, to 
have the necessary surplus from which 
We can provide growing employment 
opportunities to our people. We select-
ed a pattern but are unwilltng to un-
derstand its implications, to accept the 
discipline of that pattern imposed upon 
us. We have increased our taxes at 
the rate of 14 per cent a year and we 
haVe also imposed forced savings on 

~ 
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our people because the prices have 
gone up. Yet the growth rate is low. 
The possibility of full employment at 
higher levels of income and output 
eludes us. At the end of the Third 
Plan, ~  is likely to be 
greater than what it is today, by 5-6 
million. That is where we are going 
to faCe a terrible situation. If We ac-
cept a certain pattern we have to see 
that its logic is fully realised and it is 
fully lived up to. 

There arc 72 industrial and allied 
concerns owned and run by the Gov-
ernment. They are all listed in the 
Budget papers. In them we shall be 
investing in all a total of Rs. 700 
crores. What is the yield? The yield 
expected is Rs. 3' 60 crores or the rate 
of return will be O' 51 per cent. I 
recognise that there is a longer gasta-
tion period. I also have given the ful-
lest weight and consideration to the 
arguments that were PUt forward by 
the hon. Finance Minister in the other 
House on this question. Even then, 
what are We doing to improve the 
organisation and administration of the 
public sector enterprises? These pub-
lic sector enterprises are shaped in 
the lack lustre image of the post 
offices. The giant corporations with 
built-in device for becoming bigger 
and with remote control administra-
tion are preventing us from achieving 
the kind of results that We desire. I 
will only invite your attention to chap-
ter X in the annual report that has 
been made available to us by the De-
partment of Company Law Adminis-
tration. In this particular chater, there 
haVe been listed together the various 
deficiencies and I tried to list them 
elsewhere in some articles I wrote. 
But may I invite your attention to the 
deficiencies that have been listed? 
There is absence of a proper price 
policy, absence of efficient internal ac-
counting system and there is hardly 
any internai costing system. I have 
no time to quote from this and I would 
like every hon. Member of this House 
to go through it carefully and find out 
how things are going and the Finance 
:Minister merely gets up and says: wait 
for time. Time:e the rarest of com-

modi ties in this country; time is one 
thing that we cannot spare; We have 
no spare time end it is criminal to 
waste time. Therefore, when some-
one comes and says: give us time, all 
that I can say is that he is under-
mining the very foundations on whiclt 
our future is going to be built. 

When I look at the development of 
our private enterprises, there are cer-
tain favourable aspects. The number 
of small companies is growing and 85 
to 90 per cent of the new companies 
that are coming up have an authoris-
ed capital of less than Rs. 10 lakhs. 
The undergrowth is very large. But I 
would like to know the rate of morta-
lity. I agree with the Prime Minister 
when he said somewhere that there 
was some kind of creative response 
from the people today, the challenge 
of development was being taken up by 
the people. There is no doubt about 
it. 

There is better regional distribution 
as far as formation of new companies 
are concerned. In the eastern region 
from 44 per cent in 1957, it has come 
down to 32 per ('ent in 1960. In the 
western region it has remained almost 
the same 21-22 per cent. In the nor-
thern region it is 17 per cent in 1960 
compared to 22 per cent in 1957. In 
the southern region it has increased 
from 15 to 29 per cent. There is bet-
ter regional distribution and every-
where our people are responding. In 
the eastern region the increase has 
been only 10 per cent; in the western, 
60 per cent, in the northern region, 25 
per cent and in the southern region, 
almost 200 per cent. May I compli-
ment the people of the south for the 
amazing manner in which they are 
opening up their entrepreneurial tal-
ents. These are the things of which 
we should be happy and proud. 

But there are unfavourable factors 
also and I would like to invite your 
attention to them. The proportion of 
the share of companies with authorised 
capital of Rs. 1 crore and more they 
are called the giant companies-are 
60-80 per cent. Only ten per cent of 
the total public companies are listed 
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in the Investors' Yearbook, in the 
Stock Exchange Yearlwok and in the 
Investors' Encyclopaedia. Only ten per 
cent of the public limited companies 
have their shares traded upon in the 
stock exchanges and these ten per 
cent of the companies among them-
selves have a capital of 46 per cent 
of the total capital in all the public 
companies. The top ten business 
houses have doubled between 1950 and 
1960. Some of them have quadrupled 
and many of them have become even 
bigger. Two business houses have 
doubled, one has trebled and one has 
quadrupled and two have grown to 
a multiple extent. The number two 
business hOUse has now become the 
number one business house. These ten 
top business houses between them 
have 67 per cent of all the total paid-
up capital of all the companies that 
are listed in the yearbooks I referred 
to earlier. 

13.28 brs. 

[MR. SPEAKER in the Chair) 

This is the shape of the pyramid. 

On a previous occasion I pointed 
out the rise that has taken place in 
one big business house in the country. 
I said No. 2 has become No. 1. Now, 
I find that I have received a letter 
from the business house concerned. It 
is said in that letter: 

"But as you are very well 
aware, under the present Compan-
ies Act one managing agency house 
is not allowed to manage more 
than ten public limited compan-
ies." 

I had said that one particular business 
house commands and operates 330 
public companies and they refer to 
that and say in this letter. 

" .. Our organisation which has got 
three or four managing agency 
companies is managing less than 
40 manufacturing concerns. The 
tote I number of manufacturing 
companies, including those which 
haVe no managing agents, will not 

Discussion 

exceed 60 but the records of the 
Government are fluctuating and 
showing the companies under our 
. management from 280 to 300." 

I do not know if the ~  of the 
Government are so bad that they do 
injustice to someone. But I should not 
be blamed for it. I would like the 
Finance Minister to look into these 
records. If the records can be calleng-
ed. it is a matter of deepest regret and 
shame for us. But, if the records are 
eorrect, as I believe the records are 
correct. then they should have to be 
challenged and for them it is a matter 
of deep regret and shame. 

Shri Sinhasan Singh ~  
Sir, the House must know the full con-
tents of the letter. I suggest that it 
may be placed on the Table of the 
House. 

Shri Asoka Mebta: Why should the 
hon. Member know? 

Sir, I would therefore further like 
to ..... . 

Sbri A. P. Jain (Saharanpur): Sir, 
is it not a rule that if any hon. Mem-
ber quotes from a document that docu-
ment becomes the property of the 
House and it should be placed on the 
Table of the House? 

Shri Asoka Mehta: I have read only 
extracts. I have scrupulously refrain-
ed from naming any business house in 
my previous speech as well as this 
speech. I would not like to put the 
letter on the Table because that would 
be naming the business house. I am 
willing to show it to you any time. I 
have scrupulously, on the previous 
occasion as well as this occasion, re-
frained from mentioning any names. 

Mr. Speaker: He may give the ex-
tracts. He need not mention the name. 

~ 

Sbri Asoka Mehta: I am quite wil-
ling to give you the letter. 

Mr. Speaker: Not to me, but he may 
plaCe the extract on the Table of the 
house. ... 
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Shri Asoka Mehta: That is already 
part of the record. 

Shri Sinhasan Singh: Also the name 
of the P,E!rson. 

Shri Asoka Mehta: I am also wil-
ling to show the letter to the Finance 
Minister. 

Shri A. P. Jain: May I submit, Sir, 
that the name may be omitted but we 
have to see the extract in the light of 
the contents of the letter and there-
fore the whole letter should be placed 
on the Table of the House? 

Shri Asoka Mehta: I shall be wil-
ling to put the relevant portion of the 
letter on the Table. 

I would like to point out. ..... 

Shri A. P. Jain: I seek your ruling, 
Sir, on the point that I raised. 

Shri Sinhasan Singh: We want the 
Chair's ruling on the point of order. 

Shri Asoka Mehta: No point of order. 
has been raised. 

Shri Sinhasan Singh: There is the 
usual practice in the House. 

Shri Asoka Mehta: I would like to 
s·ay .... " 

Mr. Speaker: Let the han. Member 
go on; I will consider in the mean 
time. 

Shri Asoka Mehta: I would further 
like to point out what happens when 
this kind of growth takes place. It 
happens that the private sector, the 
apex of the pyramid becomes stronger 
and stronger, bigger and bigger. In 
the United States of America, between 
1947 and 1957 three-fifth of the cur-
rent business savings came from inter-
nal resou:'ces of the companies con-
cerned, one-fifth came from bank cre-
dit and only one-fifth from the market. 
A similar thing is happening here. 
Because of the various procedures that 
we follow certain business houses tend 
to keep on becoming bigger and big-
ger, as they must. What are the 

~ ~  We are operating? 

If we do not do that, if these forces 
are allowed to grow unchecked. the 
result will be that our industrial eco-
nomy will be taken over by a very 
limited number of business houses. 
This is the point which I have been 
raising over and over again and 011 

which we must have iI clear policy. 

The Finance Minister has suggested 
one or two measu'·es. He has, for in-
stance, put certain handicaps for sub-
sidiary companies. He has suggest-
ed certain modifications for bonus 
shares. While these things are impor-
tant and I welcome them particularly 
as far as the handicaps placed in the 
way of subsidiary companies are con-
cerned. I do not think these measures 
by themselves can expand the equity 
holders' baSe of our industrial eco-
nomy. 

Sir, I would like to point out that 
the structure of our economy ha! 
changed. Our consumers goods pro-
duction has increased by 45 per cent 
while intermediate products and capi-
tal goods production has increased by 
85 per cent. These two groups have 
some weight in industrial production 
and, therefore, there has to be a diver_ 
sificat;on of tax burden and tax struc-
ture. I have, therefore. publicly ac-
claimed, even at the cost of certain 
misunderstanding, the technical vir-
tuosity of the Finance Minister ;n 
drawing up the Budget. While I ap-
plaud him for his sound economic tac-
tics, what I want this House to ftnd 
out is whether his Budget is equally 
satisfactory as far as the overall sorial 
strategy is concerned. 

In the direct taxes, only one tax 
shelter is sought to be removed, and 
that is the greater scrutiny on expense 
account. There are a number of tax 
shelters. Not only tax dodging but 
legally certain things can be done. 
Professor Heller, who is now the Eco-
nomic Adviser to the new Kennedy 
Administration, has said that in the 
United States laws there are so many 
tax shelters that it would be possible 
to cut down the rate of tax by about 
20 to 25 per cent and still have the 
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present revenue or have 09 larger reve-
nue. The Economic Adviser to the 
new American Administration says 
that he proposes to look into every tax 
shelter. My hon. friend Shri Tyagi 
was in charge of enquiring into this. 
I brought certain things to his atten-
tion, but to my regret the various 
points that I brought to his attention 
perhaps did not receive the considera-
tion that I thought they deserved. 

Shri Tyagi (Dehra Dun): I have 
reported on them. 

Shri Asoka Mehta: The nation's 
economy expands and as the nation's 
economy expands the budgetary field 
needs to be tilled by fresh inventions 
and innovations. There are certain in-
novations in the Budget. There is t.he 
innovation, for instance. that I have 
called the counter-cyclical appreciated 
depreciation. That has been introduc-
ed. But I find there is scope, there is 
need for more, many more innova-
tions. 

FOr instance, Sir, the Indian Statis-
tical Institute has shown in a stUdy it 
has brought out that the plant utili-
sation in India is only 40 to 45 per 
cent. Can we not have our tax struc-
ture so organised, that whoever is able 
to achieve greater plant utilisation 
may have certain benefits and whoe-
ever fails to have plant utilisation be-
cause of their own faults will have to 
pay higher taxes? 

Then, Sir, there have got to be tax 
measures which would favour capital 
saving methods by production in this 
country. As has been shown by vari-
ous experts-various studies have been 
carried out by them-there is a con-
stant tendency to adopt capital inten-
sive methods. Capital saving methods 
need to be given greater attention anc! 
greater support. These are some of 
the areas in which if we want to grow, 
jf we want to develop We shall have to 
probe into. 

The proportion of developmental to 
non-developmental expenditure has 
changed between 1951 to 1961 from 
48: 52 to 66: 34. This is something very 

satisfactory and for which we should 
be happy. 

When we turn to the economic clas-
sification of the Budget We Ylnd that 
48 per cent of the final outlays of the 
Central Government constitute direct 
demands for goods and services for 
consumption and capital formation. 52 
per cent are for transferred pay-
ments-I will go into them a little 
more in a minute. I would like to 
point out, at the same time, that 50 
per cent of net capital formation is 
mostly through loans, external ~

ance and loans and deficit financing If 
prices will not go up, what else will 
happen? If practically the whole of 
the net capital formation has to be 
done through this internal source, 
either our savings drive has to ~  

more, either our internal loans have 
to be increased much more or We must 
be able to ~  more taxes or we will 
have to cut down the Plan; because 
if we do not do .;t. if a considerable 
portion of the net capital formaLon 
comes from some of the l'Iources on 
which we haVe to rely, I lhink it is 
not fair for us to tell the Finance Min-
ister: "you do this but ~  hold the 
price line in check".' We cannot make 
inconsistent demand on our economy. 
Whatever demands We make 11:lVe to 
have internal consistency. 

When transfers are said to be 52 per 
cent it is only notional, because in fact 
when we analyse the majority of 
transfers we find that about 17 per 
cent or so of transfer payments are for 
paying interest charges, something 
!ike 26 to 27 per cent are grants to 
Sf ates and local bodies and only 4 per 
cent of our transfer payments are for 
helping the people. 

Therefore the whole economy. if you 
see it, while we are giving consider-
able attention to ~  the in-
vestment patlern is permitted to 
become such that any effort at bring-
ing about a greater social equality gets 
ignored. Neither fhrough transfer 
payments are we able to achieve it nor 
are we restricting large incomes or 
preventing larger ~, ~  from 
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distorting the whole structure of our 
economy. Therefore, as 1 said, in the 
limited sphere of economic tactics the 
Finance Minister has shown great 
virtuosity but in terms of overall 
social strategy there is something very 
much l.!cking about it. 

The Prime Minister while paying his 
tribute to Shri G. B. Pant called him 
the anchor of the ship. I think the 
Finance Minister, Sir, is the ballast of 
the ship. His personality and his 
efforts provide a kind of ballast. The 
majestic and the stately ship of our 
Slate undoubtedly requires ballast. 
But, Sir, the Budget cannot be all be 
ballast. If it is all ballast there is no 
journey, there is no voyage. Ballast 
has to be only a limited part, the rest 
has to be imagination. The rest has to 
be vision; the rest has to have a 
sensitive perception of what needs to 
be done. May I point ouf that w1lfie I 
admire the ballast power that the 
Finance Minister brings to bear on the 
Government, I deeply regret that he 
is not able to impart to the budget and 
through the budget to the economy of 
the country as a whole that revivi-
fying vision and that forward thrust 
and impulse through which alone we 
ean move forward, in this dangerous 
decade, in our journey and reach our 
cherished goal. 

Mr. Speaker: Before I call upon 
Shri A. P. Jain, I may poinl out that 
so far as laying of papers on the Table 
of the House is concerned, rules have 
been framed with respect to papers or 
documents which are referred to by 
Minister!!. When a Minister refers to 
a particular document, the House can 
call upon him, through the speaker, 
to place the document on the Table of 
the House. If he considers that in 
public interest it is not desirable to 
do so, he can withhold the document. 
That is so far as Ministers are con-
cerned. 

So far as any non-official Member 
is concetned, there are two portions. 
If he wants to lay any paper on the 
Table-every paper that he offers 
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cannot be laid on the Table-he has to 
submit a copy or the original to the 
Speaker for the satisfaction of the 
Speaker and for finding out whether 
the document that the Member wants 
to place on the Table is an authentic 
one or not. It is open to any Member 
to refer to a paper Or a book. I am 
not yet able to lay my finger upon 
any particular rule under which I may 
call upon a Member to place the paper 
on the Table of the House; but 
normally, when he reads from a paper 
or document, if there is a demand that 
it should be placed on the Table, to 
assure the House that he reads an 
extract or a portion from an authentic 
document-he has to satisfy the 
House-it be good if he offers to place 
the document on the Table so that 
Members may look into it. If he doe!! 
not offer himself, all that I can say is 
is this: Whenever any Member reads 
from a document to enable the House 
to give credence to it and know whe-
ther it is an authentic document or not, 
he must be prepared to lay at least an 
extract from that one the Table of the 
House Otherwise it wil be only treat-
ed as something which he has quoted 
from his imagination. 

Shri Asoka Mehta: May I point out 
that I made certain observations here? 
I have been informed that my obser-
vations were faulty. In fairness to the 
party concerned, I read out those 
observations. Now, I am quite willing 
to agree and lay any relevant extract 
from the letter that I read out, on the 
Table of the House. My only point is, 
I have refrained from giving any name 
before the House. Therefore, provid-
ed. I am not asked to give the name 
of the party or the person concerned, 
I am willing to place any extract on 
the Table of the House. I said I was 
willing to show the letter to you and 
to the Finance Minister to establish 
my position. (Interruption). 

Mr. Speaker: I will be satisfied if 
the extract- is placed on the Table of 
the House. ------------------------------The extract furnished by Shri Asoka Mehta was identical to what he 

had already read out in .the HO:.1se (See eols. 4805-06). 
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Shri Sinhasan Singh: So the name 
is not required? 

Mr. Speaker: No. 
• 

Shri A. P. Jain: About the point 
of order, surely, it was not my pur-
pose, nor did I say, that the name of 
the writer of tha, letter should be 
disclosed to the House. You may have 
a look at the letter and see that the 
ex ract and such portions of the letter 
which are relevant to !11e exl:'uct may 
be placed on the Table of the House. 
The decision would be yours. 

Sir, I have heard with very great 
respect the speeches of the two 
eminent Members and leaders of two 
Opposition parties. Before I come to 
matters arising from the budget of the 
Finance Minister. I would like to 
make a few observations regarding 
certain points which the two hon. 
Members have made. I was a litlle 
surprised to hear some of the thesis 
and basic theories enunciated by Shri 
S. A. Dange. Shri Asoka Mehta has 
already challenged the correctness of 
some of them. I also propose to chal-
lenge the correctness of the main 
thesis laid down by hIm. 

Shri Asoka Mehta: By whom? 

Shri A. P. Jain: By Shri Dange not 
by you. The first thing that Shri 
Dange did was to challenge the state-
ment of the Finance Minister to the 
effect that in a developing economy 
the prices have a tendency to go up. 
At any rate, it is not correct so far as 
the developments of a socialist coun-
tries are concerned. Fortunately, I 
have had two occasions to visit the 
Communist countries, and now despite 
the iron curtain which used to hang 
rather heavily in the past, certain facts 
and figures about the Communist 
countries are available to the rest of 
the world. What did I find? First, I 
went to Russia in 1939. The prtces of 
all the commodities, particularly of the 
consumer commodities, were stagger-
ing. I shall relate to you a story 
which will interest the House. A large 
number of foreigners were stranded in 
Moscow when the war started in 
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Europe. I was among them. '\\-e could 
not get money from home and some of 
us were put to great difficulties. There 
were shops where you can sell your 
second-hand goods and some of us 
sold old clothes-used and worn-out 
ones-which, in India would (lost very 
little, say less than Rs. 100 but in 
Russia they ~  Rs. 500 or even 
Rs. 600. There was a lady who wanted 
to fly back to London: she sold an old 
pair of shoes and got enough money 
to fly back to London! This was in 
1939. 

In 1955, I had again the occasion to 
visit another country, namely, 
Czechoslovakia. There, I found that 
price of one kilo of potato was Rs. 5 
to Rs. 6. I looked into a shop and 
found that the price of a pair of shoes 
which in India would cost about Rs. 25 
or 30 was marked a price equivalent 
of Rs. 250. I went into another shop 
and found that woollen cloth, which 
in India even today sells at Rs. 25 to 
Rs. 30 a yard, was selling at Rs. 250 
a yard. So, these are the prices there. 
I am not relying on statistics. I am 
stating simply what I saw with my 
own eyes and I heard with my own 
ears. Prices in the Communist coun-
tries are phenomenally high, much 
higher than those prevailing in India. 
The life there for the citizen is much 
harder than the life of an Indian 
citizen. 

Shri Dange made another equally 
astounding statement that in com-
munist countries they do not place 
reliance on indirect taxes. What is 
turnover tax? Is it not an indirect 
tax? Is it a direct tax? Turnover 
tax is responsible for about 80 per cent. 
of the revenues raised in Communist 
countries. He made an equally 
amazing suggestion that the Finance 
Minister should have issued an order 
while imposing excise duties that the 
prices should not be raised. You can 
issue an order or a decree bL'It can you 
enforce it 

What is happening in the Communist 
countries? Side by side, there were 
two shops. One state-owned shop 
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where you can get commodities at 
controlled prices. Close to it is what 
is known as a co-operative sector shop, 
a sort of open market shop, which once 
upon a time used to be a black mar-
ket. shop prohibited by law. There, 
the price use to be three times or four 
times or even five times the prices of 
the controlled shop. 

Shri Tyagi: It is known as 
market for them. 

a red 

Shri A. P. Jain: At one time It was 
a black market. The Russians found 
that they could not control it. This 
market developed both in size and 
magnitude, and therefore they declar-
ed it a white market. Nonetheless, the 
basic factors remain namely: with its 
monolithic structure, with its power, 
with its authority to issue decrees and 
fiats, Russia has not been able 10 con-
trol the prices in the entire sector of 
economy. The prices in the open 
shops are several times higher than 
those in the con trolled shops. 

He made an another intriguing 
statement when he said that in future, 
in Russia and other communist coun-
tries, they are not going to place any 
reliance on indirect taxes, because the 
entire economy would be nationalised 
and the State would be run from the 
profits of the public sector concerns. 
There is a thing known as the price 
policy for the public sector concerns 
and it is the price policy that deter-
mines the profit of the public sector 
<:oncerns. When the entire industry is 
owned by lhe State or when the State 
has the monopoly of distribution of a 
commodity, it can either impose excise 
duty or it can raise the price. Both 
will have the same effect. 

The ~  day, Shri Tyagi asked, 
"What is the difference between 
imposing an-excise dUty and charging 
a higher price for the pool?" I agree 
with him that it is both the same. In 
the later part of my speech, if I have 
time, I will try to sRow to the House 
that some matters such as the fixation 
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of price where the Government holds 
the monopoly distribution as in the 
case of fertilisers and cement, should 
come before tho!! House, because the 
raising of price in such case is as much 
a taxation measure as excise duty or 
customs duty. 

Shri Asoka Mehta has made some 
constructive proposals which are worth 
considering. Everyone of us knows 
that the rich men is becoming richer 
and the richer is becoming the richest. 
Some facts and figures have been pro-
duced in support of that contention by 
economisls. Shri Asoka Mehta also 
referred to them. The Government is 
not unaware of the fact either. It has 
been admitted on more than one occa-
SiOIl that in a developing economy of 
the type we have, there is a tendency 
for the wealth to concentrate into a 
few hands. That is a very dangerous 
symptom. A remedy has to be found. 
It is not for me here within the short 
time available to suggest the remedy, 
The Finance Minister is aware of the 
des sase and I am sure he will find a 
remedy. 

Again, Shri Mehta was right when 
he said that there is a certain amount 
of conflict between advanced techno-
logy and full employment. We have 
to pay attention to both of them, 
because we cannot give up advanced 
technology in the interest of our future 
and at the same time, in a poor coun-
try like India, one cannot ignore the 
employment aspect. These are some 
of the constructive suggestions of Shri 
Asoka Mehta, which I very much 
welcome. 

N ow I come to the Finance Minis-
ter's speech. Both last year and this 
year, he has mainly relied upon excise 
duties. Last year he proposed excise 
duties amounting to Rs. 24 crores and 
this year he has proposed excise duties 
amounting to Rs. 60 crores. (An hon. 
Member: Excise and customs duties.) 
I mean both excise duties and customs 
1!uties; I stand corrected The total 
Imposition of direct duties is RB. 3 
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crores during the two years. I can 
appreciate why he has placed greater 
reliance on the indired taxes. He has 
to do it. Yet, I am not quite sure if 
there is not yel scope for levying 
more direct taxes. 

There are certain of direct laxes to 
which he should apply his mind. For 
instance, there is the excess profits 
tax. I also feel that as a result of the 
imposi! ion of the customs and excise 
duties, certain windfall profits are 
bound to arise in the private sector 
here. I will give an example. ThE: 
Finance Minister has proposed an 
increase of customs duty on certain 
types of machinery and parts from 5 
to 10 per cent and from 10 to 15 per 
cent. There is no countervailing excise 
duty imposed. What would be the 
result? The result would be that 
every indigenous manufacturer of 
machinery will get 5 per cent more on 
his total production in the year. Let 
us assume that as in the case of 
machine-building industry, the ratic. 
between investment and output is 1: 2. 
In other words, if you invest Rs. ] 
crore in setting up a machine-building 
factOl'y, you turn out Rs. 50 lakh& 
worth of goods every year. Assuming 
that 6 per cent is a £bir profit, on an 
investment of Rs. 1 crore, an entre· 
preneur would be justified in getting 
Rs. 6 lakhs. This extra imposition of 
5 per cent duty on the production of 
machinery worth Rs. 50 lakhs, would 
give him a windfall profit of Rs. 2t 
lakhs. Of this profit, the Financp. 
Minister will take away 45 per cent as 
corporation tax, but 55 per cent will 
remain with the entrepreneur either 
for putting in the reserve or distribu-
ting as profits. It will amount to 
Rs. 1,40,000, or there will be an addi-
tional profit of about 20 per cent to 
the enterpreneur. 

May I ask the Finance Minister how 
he justifies this windfall profit or how 
he is going to tax it? I am sure some 
means can be found bY which this 
windfall profit can be taxed. It is not 
due to any efforts on the ~  of the 
entrepreneur that this profits has come 
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t.o him. I submit with aU respect to 
the Finance Minister that he should 
give attention to this aspect of the 
problem and try to mop up these 
windfall profits. 

There is another aspect of the 
budget proposals which has rather 
perturbed me. You will observe there 
arc 10 commodities on which the Fin-
ance Minister has imposed customs 
duties and countervailing customs 
duties. These commodities are kero-
sene oil, paper, paper-board drawings. 
soda ash, plastic, -cellulose, copper, 
copper alloys. etc. I think that is the 
right thing because if he has imposed 
a duty of about 20 per cent on refri-
gerators and refrigerator parts and 
air-conditioning units manufactured 
indigenously, he has to protect the 
indigenous industry and he must im-
pose a countervailing customs duty. 
That is perfectly sound economics. But 
there is an equally sound principle 
that whenever a customs duty is im-
posed, in appropriate cases, a coun-
tervailing excise duty is imposed. I 
am not talking of protective customs 
duty; I am talking of revenue customs 
duty. 

I have given the example of machi-
nery. A part of the machinery used 
in India is imported from abroad and 
a part is produced indigenously. I do 
not know whether it is by accident or 
it is wilful. When the Finance Minis-
ter imposes an extra customs duty of 
5 per cent-he has raised it from 5 to 
10 and 10 to 15 per cent--on machi-
nery, he should have imposed a coun-
tervailing excise duty, so that the 
windfall profits of the indigenous in-
dustry would have accrued to the State 
and not to the enterpreneur who does 
not deserve them. 

14 hrs. 

Sir, in regard to the countervailing 
duties I have another pl)'int. The re-
venue which will accrue from t.he 
principal duties, that is, from excise 
duties, on these ten items comes to 
Rs. 10 lakhs. On the other hand, the 
countervailing customs duties come to 

-~ .... 
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about Rs. 12 lakhs. I have been a 
student of the Central budget and of 
the State budgets for the last 25 years 
and I have for first time come across 
a case where the yield of the princi-
pal duty is less than the yield of the 
countervailing duty. I object to it on 
principle because when you impose 
a principal duty you examine the case 
very carefully and through several 
stages: you study what effects it is 
going to have on production, what 
effect it is going to have on a com-
modity which could be a substitute, 
what effect it is going to have on the 
general economy of the country. But 
when you impose a countervailing 
duty, you do it as a matter of course 
in order to equate, in order to see that 
the indigenous producer is not ad-
versely affected by the imposition of 
the excise duty. What I find is that 
where the Finance Ministry, its offi-
cers and the Finance Minister should 
have applied their mind, they have 
not applied their mind. Because, if 
it is a revenue duty, they should have 
duty; because, it gives a greater yield 
and not an excise duty, which gives 
a smaller return. I may be mistaken; 
I am not an expert in economics, but 
in all humility I suggest that this is 
something intriguing for me and I ex-
pect that the hon. Finance Minister 
will remove my doubts as also the 
doubts of some other hon. Members. 

There is one specific duty about 
which I feel great difficulty, and that 
is the increase in the excise duty on 
kerosene. A statement has been given 
on behalf of the Finance Ministry in 
which it is stated "Well, this will mean 
only an addition of 2 nP on a bottle 
of kerosene". Now, if you glance 
through the relevant portion of the 
memorandum explaining the provi-
sions in the Finance Bill, you will 
find that the object of increasing duty 
on kerosene oil is to inhibit the con-
sumptkm of kerosene oil, because it 
consumes foreign exchange. The idea 
is good. But may I ask: does the 
addition of 2 nP. in the price of a 
bottle of kerosene, which may last in 
a poor man's home for about a week 

or even 15 days, going to deter them 
from using kerosene? I say "No". 
Again, the excise duty on kerosene 
oil has bem imposed only on the 
superior quality of kerosene oil and 
not on the inferior quality of kerosene 
oil. I agree with Shri Dange when 
he says that prices have a reflex ac_ 
tion. If you increase the price of a 
commodity which bears a certain re-
lationship, which is of the same genus 
as another cummodity, the price of 
the other commodity also goes up. 
Therefore, I submit that the imposition 
of excise duty on superior kind of 
kerosene oil is going to raise the price 
of the inferior kind of kerosene oil. 
For these reasons, I very respectfully 
submit to the Finance Minister that 
he should give second thoughts to it. 

Shri Tyagi: He will withdraw it. 

Shri A. P. Jain: I do not mean to 
say that he has not given full thought 
to his proposal. But there is always 
scope for wisdom. When the criti_ 
cism comes from a lay man, who can-
not be expected to possess the know-
ledge and the ingenuity of the Fin-
ance Minister-but who can assess the 
reactions of the common man. 

Shrl Morarji Desai: I am also a lay-
man 

Shri Tyagi: I hope he will withdraw 
this duty Do not discuss it. 

Shri A. P. Jain: As we are both 
laymen, I think we shall think alike 
and he will accept my proposals. 

Shri A. C. Guba (Barasat): Lay-
men also differ. 

Sbri BraJ Raj Singb (Ferozabad): 
Is this the Government of laymen? 
Not of experts? 

Shri MorarJI Desai: It is not an ex-
pert government. 

Shrl A. P. Jain: Experts' govern-
ment will be a total failure. 

Mr. Speaker: All that I can say is 
that some of the previous Finance 
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Ministers used to impose some duties 
so that when the House rFquest them, 
ultimately, as a matter of gesture, 
they may withdraw them. 

Shri Morarji Desai: I am not fol-
lowing that line. 

Shri A. p. Jain: Now I come to 
another point, and that is the rela-
tionship between the public sector and 
the private sector. From the outline 
.of the Third Five Year Plan it ap-
pears that the investment in the pub-
lic sector is going to be of the order 
of Rs. 6,300 crores and the investment 
in the private sector is going to be of 
the order of Rs. 4,100 crore5. Now, 
the public sector always acts in man-
ner as to assist the private sector. The 
State policies also encourage the pri-
vate sector. Firstly, Government 
mak" foreign exchange available to 
the private sector. Secondly, there 
the Industrial Finance Corporation, the 
Re_finance Corporation etc. to help 
the private sector in raising rupee 
loans. Government also create the 
dimate in which the private sector 
prospers. Now, should the private 
sector prosper? Now, should the pri-
vate sector, particularly the corporate 
sector, play any part in the develop-
ment of the public sector or not? This 
is a very important question. 

We have no statement of policy as 
to what are going to be the respon-
sibilities of the private sector, the 
corporate sector, in the development 
of the public sector. I have already 
told the House how as a result of 
certain taxation policies, imposition of 
customs duties and other taxation 
policies large amount of profits accrue 
to the private sector, to the corporate 
sector. Are they going to be left with 
them or is the Finance Minister going 
to find mechanism by which at least 
the unexpected profits could be mobi-
lised for the development of the pub-
lic sector? I am not talking of the 
normal profits. It may be said that 
the normal profits are taxed to the 
extent of 84 per cent. But what do 
We find? Despite this heavy taxation 
~ we collect the figures of the wealth 

possessed by, say, a few hundred top 
houses in 1939, 1950 and today, I have 
no manner of doubt that it will show 
revealing results-rich are becoming 
richer and richer are becoming 
richest. Therefore, we must ~  some 
device by which at least the windfall 
profits may be at least partially mobi_ 
lised for the development of fhe pub-
lic sector. 

Sir, I note that you are looking at 
the clock. I will only refer to one 
thing more before I conclude, and that 
is the tax on bonus shares. I was a 
little taken aback when I heard Shri 
Asoka Mehta  agreeing with the reduc-
tion of duty on bonus shares. The 
Finance Minister has proposed that the 
duty on bonus share should be reduc-
ed from 30 per cent to l2! per cent. 
Why? Because he wants to broaden the 
equity base and he does not want 
large amount to remain as reserves. 
He wants them to take the form of 
shares. Now, how do the funds 
against which bonus shares are issued 
arise? That is the fundamental ques-
tion. They arise in two ways. One 
source is the premium paid on the 
shares. Suppose a ten rupee share 
of a Company is quoted in the market 
at Rs. 25\_ and the company issues 
right shares. 

When the application for the issue 
of right shares goes to the Examiner 
of Capital Issues, he lays it down as 
a condition that the company shall 
not issue the right share at Rs. 10 but 
do so at Rs. 15 or Rs. 20. The sum 
which is recovered over and above the 
face value of the share goes to the 
reserves and the company may issue 
bonus shares against this reserve 

There is another source and that is 
that bonus shares are issued against 
reserves built by the company out of 
its own profits. The profits made by 
a company can either be distributed in 
the fonn of dividends or they -may be 
put in the reserve. If the scheme of 
the hon. Finance Minister is accepted, 
it will mean that there will be eva-
sion of income-tax. I will explain 
how it will be so. 
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Suppose a company is in a position 
to declare a dividend of 25 per cent. 
Then on a share of Rs. 101-it will give 
a dividend of Rs. 2181-. This Rs. 2181-
will be subject to an income tax of 30 
per cent which is not realisable from 
the campatly but is realisable through 
the company from the individual 
shareholders. Originally, tax of 30 per 
cent was imposed on bonus shares. So 
both the dividends and the bonus 
sharf's were equally taxed and there 
was no question. of evasion. There 
could be no possibility of avoiding the 
income· tax But now that it is pro-
posed to reduce the tax on bonus 
shares from 30 per cent to 12t per 
cent, the company, instead of declar-
ing a dividend of 25 per cent., that is, 
a dividend of Rs. 2181 on a share of 
Rs. 10 I, may declare only a dividend 
of 10 per cent, that is, give only Re. 1 
by way of dividend and transfer Rs. 
1181-to the re"erve. After five or six 
years the company can return the 
sum so accumulated in the form of a 
bonus share of Rs. 101_ on which the 
tax will be only ~ per cent. There-
fore, I submit that the scheme envisag-
ed by the hon. Finance Minister will 
lead to avoid of income-tax. In all 
humility I want to suggest to him that 
he should pay a second and third 
thought to my suggestion, namely, that 
at least so far as bonus shares which 
are issued against the reserve built by 
the company out of its profits are 
concerned, the old tax of 30 per cent 
should continue. 

I thank you very much for giving 
me more time than what r deserved. 
I would only say one thing more. I 
will repeat that the public sector is 
becoming more and more important. 
In the Third Plan the hon. Finance 
Minister envisages that resources for 
the Plan to the extent of Rs. 440 cro-
res will come from the profits of the 
public seclor. In other words, it 
means that if his expectations are ful-
filled about Rs. 90 crores per year will 
accrue from the profits of the com-
panies. Yet, we find that in the Bud-
get literature and in the hon. Finance 

Minister's speech there is no review 
to show how the public sector has 
worked. There is no mention of what 
new factories afe going to be set up 
during the next year. There is no 
mention of the profits that they have 
made. There is also no mention as 
to how the price policy is going to be 
determined. I have already said that 
when certain trading monopolies 
which the Government is exercising 
raise the prices, it means that it is a 
kind of a tax or excise duty. We also 
know the case of oil refineries. The 
refineries red u('cd their prices The 
total benefit out of that reduction in 
prices is about Rs. 18 crores per year, 
which is not a small sum. This benefit 
was not given to the consumer. I do 
not mind it because after all we need 
resources for the Plan and if Rs. 18 
crores go for the Plan, I welcome it. 
But nonetheless this is a matter which 
should form a part of the Budget be-
cause it is a part of the budgetary 
sources. 

Shri Tyagi: Parliament's sanction 
must be there. 

Shrl A. P. Jain: I find that during 
the Second Plan the fertili!er pool 
had made a profit of Rs. 17 crores. 
During the three years of the Second 
Plan the cement monopoly which was 
in the hands of the State Trading 
Corporation made another profit of 
Rs. 9 crores. I do not say that these 
profits are hidden from the House. 
There is a public account where these 
sums are deposited. I also know that 
balance sheets of the companies are 
placed before the House and they are 
discussed in a way. I also know that 
in the explanatory memorandum 
there is a chapter which deals with 
public companies and their invest-
ments and profits. But these are dis-
connected things. What r really want 
is that in the hon. Finance Minister's 
speech there must be a definite men-
tion of certain matters relating to the 
public sector and In the Budget liter. 
ture there must be a separate conso. 
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lidated review of at least the follow-
ing things and some things rnore, 
namely, to what exte:"lt and how the 
public sector is going to be expanded 
during the next year; what projects 
have been implemented; what the 
general condition of the running of 
these projects has been; a review of 
the working of pubhc projects; their 
profits; price pOlicy and similar things, 
so that a layman like me, who cannot 
collect everything from everywhere, 
may have a composite plCture. 

Before I end I will repeat that the 
han. Finance Minister has done well. 
In the first year's budget of the Third 
Plan he has been able to raise 30 to 
35 per cent of what he is expected 
to raise during the Third Five Year 
Plan through taxation. He is expect. 
ed to raise about Rs. 1100 crores 
through taxation for implementing the 
Third Plan. The present taxation of 
Rs. 60 crores or Rs. 61 crores will 
mean about Rs. 350 crores. So he 
must be complimented for raising all 
this money. May I say that he has act-
ed like a honeybee which sucks little 
pollen from many flowers but at the 
sarne time does not kill any flower. 
That is the virtue of his Budget and 
I congratulate him. 

Shri A. C. Guha: Mr. Speaker, Sir, 
I am glad that even the hon. Leader 
of the Communist Party has compli-
mented the achievement of the coun-
try during the last ten years or since 
the attainment of independence. We 
have done all these things by demo. 
cratic method and that also should 
have been mentioned by the hon. 
Leader of the Communist Party. It 
is a great achievement that India has 
made so much progress following not 
a totalitarian method but a democratic 
method. We have made progress in 
industry, in agriculture, in social ser-
vices and in everything. 

Yesterday, I think the hon. Finance 
Minis(er was confronted with a ques-
tion in the other House, namely, whe. 
ther the benefits of development have 
reached every village in the country. 

Discussion 

I cannot say that it has reached every 
village, but I can say from my own 
personal experience of my constitu-
ency, which is a very big one, that it 
has reached practically every village 
in my constituency in the' form of 
better roads, better arrangements for 
drinking water, hetter arrangements 
for the education of their children 
better medic:!! facilities and many 
other things. Also, in certain respects 
their standard of living has increased. 
At the same time, I am not unaware of 
the fact that certain sections of the 
people have not been able to get the 
benefits that they should have got. -. The latest report of the Agricultural 
Labour Enquiry Committee is a rev al-
ing document. I think the hon. Fin. 
ance Minister and the Government 
must have paid due attention and will 
be paying due attention to the find. 
ings of that report. If 25 per cent of 
the agricultural people nave not been 
able to improve their condition during 
the two Plan periods, or rather if their 
condition of living has deteriorated, 
it is a matter of shame and regret for 
the Government, for this House and 
for the country. I think the Govern-
ment wlI pay due attenton to agreul. 
tural labour. An enquiry into the con-
ditions of agricultural labour should 
not be delayed to be held very five 
years. It should be done more fre-
quently so that .the condition of these 
helpless people may be improved at 
an early date. 

My hon. friend Shri A. P. Jain haa 
also complimented the Finimce Minis-
ter for the courage he has shown in 
putting this tax 'Of about Rs. 6.3 crores 
and this would mean 33 per cent 'Of 
the total tax t'O be c'Ollected. But I 
am not sure Whether his calculati'On in 
this respect w'Ould be quite correct. 
Because. during the Second Plan 
peri'Od Rs. 450 crores were to be rais-
ed by the j'Oint efforts 'Of beth the 
Centre and the State Gevernments. 
But I now find that the Central G'Ov-
ernment has raised Rs. 1041 cr'Ores in-
stead of the half 'Of Rs. 450 crores. 
Th'Ough in the calculati'On of resources 
there was a gap of Rs. 400 crores, .... 
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there was no indication of raising it 
by additional taxation. Even taking 
Rs. 450 crores plus Rs. 400 crores, that 
means Rs. 850 crores to be raised by 
taxation both by the Centre and the 
States, now the Centre has raised 
Rs. 1941 crores. So about this calcula-
tion of Rs. 1100 and odd crores to be 
raised by the Centre for the Third 
Plan, I am not sure whether that will 
stand to the end of the Third Plan, the 
responsibilities or raising tax revenues 
may be much ~  

The Finance Minister has stated in 
his speech that taxation is an instru-
menl of economic policy. I fully agree 
with this. But that is not the whole 
thing;-the taxation policy should be 
co-ordinated with the basic principles 
for which the taxation is to be divert-
ed. Taxation should be first evenly 
distrib1,lted. It has been more Or less 
admitted even by the Government 
that in spite of all the development 
work and in spite of the attempts to 
reduce ~ of income and to 
have decentralised economic develop-
ment-it has been admitted even by 
the Prime Minister-that the rich has 
become r;cher and the pOOr has be-
some poorer. An the Prime Minister 
was wondering where 1his extra in-
come of the eountry had gone, and 
they have set up a committee to en-
quire nto this question as to where 
this extra national income has gone. 

So, taxation policy should be direct-
ed in such a manner that the increas-
ed imome may be evenly distributed 
and the burden of taxation may also 
be evenly distributed. If one sector 
of the population i3 to get the benefits 
of the increased income and another 
only the burden of the increased taxa-
tion, that is not a fair thing. If taxa-
tion is to be taken as an instrument 
of economic policy, it should be seen 
that no such imbalance is created in 
the econorny of the country. 

The main thing is that the price line 
has to be held. There ha.; not been 
any serious attempt to hold the price 
line, and that is the main reason why 
the poorer ~  of the people are 
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feeling the burden of this develop-
ment. If the price line could have 
been held, then the ~  income 
would have benefited them. What is 
the position? Even in 1960 the price 
index has risen by 7.5 point.;;. From 
115.5 it has risen to 123. There should 
have been something wrong in :the 
government policy and the adminis-
tration and in the implementation of 
the policy which must be responsible 
for this. 

In 1960 deficit financing was the 
least, and Government borrowing 
from the bank was the least. And 
Government investment was not .• 150 
so large as in 1959. So what is res-
ponsible for this increase in the cost 
of living? I think I should agree with 
the Leader of the Communist Party 
that much of it was due to the mani-
pulation of speculative force., through 
the bank advances. I learn 80 or 85 
per cent of the ·bank deposits have 
been given as advances to different 
private parties. It is mostly to the 
private sector; Government borrow-
ing from the bank has been leS3. The 
private sector has been borrowing 
from the bank at a very Jncreased 
rate, and a'bout 80 to 85 per cent of 
the -bank deposits haVe been given as 
advance3 to private parties, and a 
considera'ble portion of that was de-
voted for speculative purposes Yet, 
the Government haVe not taken any 
step. 

It is regrettable that the Finance 
Minister has stated yesterday that if 
afler his taxation propo . .als some 
shop-keepers haVe increased the 
prices of particular coonmodities, even 
though they are not taxed. he is not 
responsible for that. But that should 
not be the stand or the defence to be 
taken by the Finance Minister or the 
Government. Government i., respon-
sible to See that the consumer is not 
cheated Or exploited by 1ne profiteers. 
After the budget, I think the Finance 
Ministry issued a handout, a sort of 
press note-not officially announced 
as such but ,it was surely from the 
Government sources, and from the 
Finance Ministry. And in that press 
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note they refer to this "profiteering at 
the elCpense of the c;:onsumers". So, 
the Government also noted that pro-
fiteering has been going on at the ex-
pense of the consumer. 

What steps have been laken by the 
Government to prevent this? Is it 
that Government was impotent in 
this matter? It is not merely a ques-
tion of the Government's intention. 
They might have said many things 
many times, that they are determined 
to hold the price line and ;;0 on. But 
the failure in this respect is so glar-
ing that the public will not accept the 
buna fides of the Government in this 
regard. I would not like history to 
adjudicate on the Government that 
they have been profes:,in'g certain high 
principles of establishing a ~  

socie.ty and at the same time their ad-
ministration is being ru"n in a dIrec-
tion contrary to those high principles 
social equity and justice. The adminis-
tration should be run in a manner so 
as to implement the social and econo-
mic principles enunciated and adopt-
ed by the Government. At present 
it seems that the Finance Minister 
opens the door for collecting revenue 
and burglars entered and robbed the 
household. That should not be t!'e 
position. He sihould see that in ad-
dition to whatever excise duty he is 
putting, the consumer may not be tax-
ed by profiteers and other anti-social 
elements. He should be careful about 
that. If he cannot check thOSe pro-
fiteers from exploiting the oonsumers, 
then I think the Government would 
103e the moral justification to put any 
more excise duty and add to the bur-
den of the consumer. 

There is, after all, a limit to what 
the consumer can bear. If the Finance 
Minister puts a certain burden before 
that be makes assessment "this much 
the consumer Or the taxpayer would 
be able to bear". I agree with him 
that in the last twelve years, from 
Rs. 307 crores, the revenue has gone 
up to over a thousand crores of rupees. 
And this revenUe has been collected 
without any police forCe or martial 

law or ~  methods. People 
have been paying the revenue quite 
willingly. That is a credit to the Gov-
ernment. But they should also see 
that along with the ~ collectors 
the other people are not allowed to 
exploit the consumers and cut into 
the re.;.Ources of the consumer which 
might be available for his own use or 
which the Government might have 
taken for the benefit of the country 
and for the benefit of the poorer sec-
Hon of the people. The exploiters 
take the money for their own benefit 
and thpy are not helping the consumer 
or the Government. The money 
practically goes unde,ground and es-
capes even Income-tax. 

So I humbly suggest to the Finance 
Minister and the Government that 
simply Lsuing a press note and also 
regretting that there is profiteering at 
the expense of the consumer, will not 
suffice. They should take some ~

tive steps. The Finance Minister 
should not take his defence that if 
some shop-keeper has raised the price 
he is not responsible for that. Surely, 
he is responsible for everything that 
is happening m the country. As 
spokesman .... 

Shrl Morarji Desai: It is a strange 
thesis, that I am responsible for 
everything! 

Shri A. C. Guha: Surrely, Govern-
ment is responsible. When the Gov-
ernment claims to be a welfare gov-
ernment, surely it is re,;lJl'onsible for 
the consumers' good. 

Shrl Sadhan Gupta (Calcutta-
East) : Ill-fare government! 

Shrl Morarji Desai: We have not 
yet become a welfare government. 

Shri A. C. Guha: You are aspiring 
and claiming to be a welfllre govern-
ment. 

Shri Morarjl Desai: We want to 
be. 

Shri A. C. Gnha: I know that in-
dire.ct taxes will br " the main sources 
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of collection of revenue. Thai, I 
admit. Even then, certain items, I 
think, the Finance Mini:lter migh t 
have avoided to put under his taxa-
tion proposals. He has stated that 
there ill no tax on biri tobacco and roo, 
biri would not be sold at a higher 
priCe. 

Shri Tyagi: It is unfortunate that 
he does not smoke. 

Shri A. C. Guha: I also do not 
smoke. Still, I feel that though biTi 
may not be taxed, the inferior quality 
of tobacco is taxed and that goes to 
the consumpdon of the poorest sec-
tions of the people in the f.orm of 
hooka. tobacco. That is taxed and that 
would pinch the !poor consumer There 
arc other items also, which, I' think, 
he should haVe avoided. I should 
claim that kerosene should get bet-
ter consideration from him and get 
exemption. He makes a fine distinc-
tion between inferior quality and sup-
erior quality. That distinction will not 
be observed by retailers or even by 
the wholesalers. If a commodity is 
taxed, the other commodities in the 
same circle or the same genus will 
surely get a reaction from the taxa-
tion on that commodity and the prices 
of those commodities also will go up. 

When the Finance Minister stated 
thai taxation is an instrument 
of economic pOlicy, he should 
also see how far his taxation 
policy has been able to put 
into effect some of the fundamental, 
basic policies of the Government .,md 
the Plan. I particularly mention the 
reduction of inequalities and decentra-
lisation of economic power and pro-
duction forces. On a previous occa-
Sion, I stated that about 12 commer-
cial and industrial houses in the coun-
try control about 50 or 60 per cent of 
the private sector industries. I think 
that tendency .is persisting still. The 
economtc policy of the Government 
bas not been able to put any check 
On that tendency. I hope the Finance 
Minister will also bear me out that 
concentration of economic power and 
productive forces has been going on 
and has 7'I.ot bf:'lIn checked . 

• 

Discussion 

In this (;onnection, I should say 
something aboul the administration. 
If you want to implement a certain 
principle, ~ administration should be 
made io accept that principle as their 
own theory, as their own conviction. 
Otherwise, you cannot ,get its imple-
menlation. What do We find now, Sir. 
I think the Government officers ~  

the greatest detractors and critics of 
the Government. They cer .. ainly do 
some things which .go counter to the 
accepted poli':Y. The issue of permits 
and licences and similar policies are 
administratively directed ;n a manner 
that concentration of e('onomic power 
and resources is helped rather than 
checked. All these things require a 
serious examination. I think the 
Finance Minister should see that these 
two fundamental policies reduction of 
inequalities of income and de:entra-
lisation of economic power and pro-
due· ion ; 'ources arc implemented 
through the administ ·ation. 

There was a proposal a'bout excess 
profit tax. He has refused to accept 
the proposal. I am not su·re what 
amount of revenue would come from 
this. Nor am I very much enthu,,;.ias-
tic a'bout this proposal. But, still, I 
feel that the logic that he has given 
in rejecting is not quite sound. There 
,was no difficuty alm'u1 the base year. 
Because, during the war-time, the 
base year was 1939. In a developing 
economy, the ba3e year should be the 
beginnin.g of the First Plan period. 
That may be considered as the base 
year. There should not be difficulty 
in finding the base year. Counting 
that as the base year, I think he 
could have charged Excess profits tax. 
There may be realised a good sum of 
money and that may not be tried. I 
am not sure what would be the re-
venue. It mayor may not be consi-
derable. But, it will have one value. 
People will fee t.hat the richer people 
are also taxed. A sum of Rs. 60 
crores from indirect taxes and only 
Rs. 3 crores from direct taxes: that 
would give a bad fiavour about the 
entire economic policy of the Gov-
ernment. I request that he may again 
consider if some Excess profits tax 
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.could not be levied. Or, some other 
sour.:es of direct taxation G:ould be de-
vised by him. It is not difficult to find 
some other sources of dIrect taxation. 

In para 96 of his Budget speech, he 
has tried to put some curb on the en-
tertainment expenditure of the com-
panie.>. I welcome ibis measure. But, 
in this connection, I would like to 
draw attention to another aspect. Most 
·of these firms and companies are 
kieeping contact officials here at a 
high, almost unbelievable remunera-
tion. Retired officials, Secretaries, 
Joint Sec-retaries, Additional Secre-
taries, are getting into such posts. 
'They do nothing except to keep con-
tact with the officials, and in a way 
to help the corruption of the Govern-
ment administration. I say, the Fin-
ance Minister is not unaware of high 
'government retired officials taking up 
posts like this. They may be called 
contact officials; or whatever may be 
their designation, they do nothing for 
the companies except to keep contact 
with the Government offioes and try 
to corrupt the government offices and 
get some undue advantage for those 
companies. He has to see this. There 
should be some curb on appointing 
contact officials. It will not only be 
something economic. but it will be 
something for fhe betterment of the 
administration. 

In para 97, he has made a certain 
provision which, I think, will facili-
tate the conversion of public com-
panies into private companies. I am 
not sure whether this will not go 
t:ounter to the policy accepted by the 
Company Law Administration. Dur-
ing the dLcussions in the Select 
Committee of the Company Law 
Amendment Bill, I think the officials' 
main care was how to stop the pri-
vileges enjoyed by the so-call private 
companies. Any measure to help 
conversion of public companies into 
private companies, I am not sure 
bow far ..... . 

Shri Morarjl Desai: What is there 
in the Budget? 

Shri A. C. Guha: Para 97 it is 
proposed that a certain development 
rebate which was allowed to the pub-
lic companies would be conti9ued if 
they are converted into private com-
panies. 

Mr. Speaker: Public limited com-
panies converted into private com-
panies. 

Shri A. C. Guha: If they are con-
verted into private companies, this 
rebate would be allowed to them 
which they were not allOWed so long. 

Shri Morarji Desai: The hon. Mem-
ber may go on. I will reply. 

Shri A. C. Guha: An estimate has 
been made of an outlay of Rs. 7500 
crores or Rs. 8000 era res for the Third 
Plan. This would be d vided about 
half and half between the Centre and 
States. I do not know if, in this re-
gard, the Finance Minister ha.s al-
ready anticipated the findings of the 
Finance Commission, and thereby the 
CommLsion's labour may be some 
what superflous. The Finance COIl1-
mission will make certain allocations 
for the States and certain revenue 
will be diverted from the Centre to 
the States. While making available 
resources to the States, I would like 
to know whether he has taken into 
consideration what may be diverted 
by the Finance Commbsion to the 

~  If a certain amount more is 
given by the Third Finance Commis-
sion that would cut into the re.-
sou;ces available for the Centre. I 
would like to know whether all these 
things wil be taken into considera-
tion whether the help that would 
be 'given to the States will be 
in addition to what may be 
given by the Finance Com-
mission. Any allocations made by the 
FinanCe Commission to the States 
will be the States' own ~  and 
will not be an aid from the Centre 
and hoW the aid from the Centre will 
be regulated after the findings of the 
Finance Commi5sion. 

About Rs. 1041 crores have been 
raised by taxation L;:l the Second 
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Plan period. But, out of this, only 24 
per cent has been spent on Plan de-
velopment. 

And 76 per cent has been 
spent outside the Plan items. So, out 
of whatever revenue is raised, if only 
24 per cent i3 spent on planned deve-
lopment and 75 per cent or more is 
,pent outside the Plan, then, there is 
.a natural suspicion in the mind of this 
House and also the public tha t the 
money is not being properly utilised. 
Any talk of extravagance in the 
government, I think, will irritate the 
Finance Minister, hut I am sure that 
there is yet some scope for economy 
in government administration, and I 
think that that should be attempted. 
Whatever savings have been made are 
nothing compared to what might !Je 
saved yet. 

There has been a ::;ort of loose bud-
geting. In the 1960-61 budget, ihere 
is a variation of Rs. 63 crores, R8. 40 
crores more on ,the rev;enue side-
that is, Rs. 40 erores more than what 
was estimated was earned-and Rs. 23 

~  les; un the expenditure side. 
So, the overall improvement in the 
budgetary position was Rs. 63 crores. 
In a planned economy, there should 
not. be so much of loose budgeting. 'The 
budgeting should be more or less 
prec'ise. Of course, I cannot expect 
that it would be quite accurate; there 
may be variations by a few crores of 
rupees, but not by Rs. 63 crores. 

Before concluding, I should like to 
say something about matters other 
than finance, that is, about national in-
tegration. 'There has been a book pub-
lished The Most Dangerous Decade, 
meaning the decade that We are en-
tering. But it is not only for econo-
mic development that it is the most 
dangerous decade for India but from 
the point of view of national iinteJI"a-
tion also, it.is the most dangerous de-
cade that we are entering. 

Even after 12 years since the attain-
ment of Indepedence, We have not 
Been mUch of national integration; 

2182(Ai) LS-7. ". 

rather, disruptive tendencies are 
growing up, and Government haTe 
shown lamentable weakness in s'\JiP-
pressing these disruptive tendencies. I 
think I should not :be out of order if 
I refer (0 what happened in Assam. 
The Home Minister, a man of s'tature 
and intelligence like the late lamant-
ed Govind Balabh Pant, went to As-
sam, with his old sagacity, with his 
experience and with the authority that 
he carried behind him, to give them 
certain advice. 'The Assam Govern-
ment did not take that advice even 
while he was there, and as soon as he 
left, they further deviated from the 
advice. And the Central Government 
did nothing in this matter. If this is 
the way the Central Government are 
exercising their authority and main-
taining the integrity of the country, I 
think worse things will happen in the 
near future. 

I hope that the Central Govern-
ment. will see that national integra-
tion gets prior consideration at the 
hands of Government, and then' 
should not be any tendency to en-
courage the disruptiVe tendencies. In 
this very House, a pledge was given 
that there would be a judicial en-
quiry into the cause of the Assam 
riots. That pledge has not been ful-
filled. 

Shri Basumatari (Gaolpara-Re-
served-Sch. Tribes): Is it relevant 
here? 

An. lion. Member: Yes, this is Bud-
get debate. 

Shri A. C. Guba: 1 might say an-
other thing also in this connection. 
With the States that we have at Pre-
sent, either we should have more 
effective zones, I think these 
ISitates. Big States, particularly, 
with a big Chief MiniSlter have 
become a sort of meance 
to the integrity and unity of India. 
So, I would say that either they may 
make the zones more effective or 
have smaller States, as many as thir-
ty to thirty-fiVe States. If U.S.A; can 
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have 50 States, India can also surely 
do well with thirty to thirty-five 
States. Practically, im. every State, 
today, there are disruptive tenden-
cies at large, and these disruptive 
tendencies are working within the 
States and also between the States 
and the Centre. So, I humbly sug-
lest that national integration should 
get the first priority at the hands of 
Government and Government should 
either make the zones more effective 
or split up the States into smaller 
on.es, numbering about thirty to 
lhirty-five, so that no big State can 
challenge the authority of the Cen-
*ral Government. 

Lastly, there should be a clean and 
eftlcient administration. If the Fin-
ance Minister sayS that the adminis-
tration is clean or even efficient J 

think he will not be true to ~  
While collecting revenue, he must 
know that the revenue is properly 
utilised and that the poor man's 
money is not misused. But I can say 
this much that if the administration 
were clean, the administrative cost 
or even the cost on developments 
would have gone down by twenty to 
twenty-five per cent. The adminis-
tration is not c]e:m. :111r1 there is much 
room for improving the administra-
tion. 

Dr. Krishnaswami (Chingleput): 
No FinanCe Minister, however emi-
nent, can have a pleasant time in 
these hard days. The question that 
we have to ask ourselves is: What is 
the issue that is facing the commu-
nity? 

Acbarya Kripalanl (Sitamarhi): 
Unemployment. 

Dr. Krishnaswami: As a communi-
ty, we face a serious dilemma; either 
we subject ourselves to increased tax-
ation, which to some extent raises 
prices, or else allow prices to rise 
to unconscionable levels because of 
excess demands. Everyone realises 
that if prices are allowed to rise to 
unconscionable heights, then the infia-
tion that is brought about would pro-
mote greater inequalities than any 

tax measures can achieve and damage 
the social structure. 

In the Economic Survey, 1960-61, 
We have been warned against this 

~  overtaking our economy, and 
a slgmficant passage in this particu-
lar document requires to be recon-
sidered. 

"The higher prices of raw mate-
rials in turn affected the prices 
of edible oils and of cotton and 
jute manufactures. If oilseeds 
edible oils as well as raw cotton' 
raw jute, cotton and jute ~ 
factures are excluded the index 
of prices of other ~  
would show a rise of 2' 2 per cen·t 
in 1960 as compared to a rise of 
4' 9 per cent in 1959 and 5' 0 per 
cent in 1958 .... 

Furthermore, we are reminded that 

"SinCe the commencement of 
the Second Plan, wholesale prices 
have risen by about 25 per cent. 
The all-India working class con-
sumer price index (1949-100) 
has also shown a rise of the same 
order. The level of wholesale 
prices (for the week ended Janu-
ary 28, 1961) is about 6 per cent 
higher than a year ago .... 

Now, I should like to point out to 
this House and through it to the 
country that owing to the vigilance 
of Parliament during the past three 
years, we have had moderate levels 
of investment expenditure. Of course, 
statistical prodigies in the Planning 
Commission suggested that we should 
have uncontrolled investment, with-
out taking account of our real re-
sources. But I am glad to find that 
owing to the pressure exercised bY' 
Parliament, we have moderated to a 
certain extent the investment ex-
penditure. However, we must expect 
the rates of investment to increase in 
the coming years. ~, the 
alternative that is open to uS is-and 
this is part of the price that we have 
to pay for increased development--to 
have taxes over a wide front, which 
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may be less inflationary, than aUow-
ing the gap to remain uncovered. 

Having said this, we can legiti-
mately charge the Finance Minister 
with carrying a good principle too 
far. One can save foreign exchange 
by not importing certain goods. But 
suppose the Finance Minister puts 
forward the theory-I do not say 
that he has donc it now-that we 
should prohibit the import of all 
capital goods machinery, then, surely, 
the remedy would be much worse 
than the disease. May it not be that 
in some cases levels of commodity 
taxation have been carried to a more 
than desirable point? May not the 
present duties on superior kerosene 
and diesel choke off road transport, 
badly needed in our country, raise 
the costs of agriculture, and increase 
the cost of living too much for peo-
ple in the rural areas? Here, let me 
point out that inferior kerosene is 
not; available in seven States of India. 
The Finance Minister can verify this 
by asking his colleagUe the Minister 
of Mines and Oil, who is considered 
to be a fund of information on these 
matters, as to whether this is a tact or 
not. 

When the time comes for review-
ing some of these duties in connec-
tion with the Finance Bill, many will 
have amendments to suggest, and 1 
hope that he will adopt a flexible at-
titude on these questions. What' is 
necessary in this case is to carry the 
community with us, without sacrific-
ing major questions of principle. 

The Finance Minister, has pro-
pounded the principle that taxation 
should be in an instrument of econo-
mic policy. No one can quarrel with 
this statement. But may 1 add that 
along with increased taxation, we 
have als6 to see the directions in 
which expenditure goes? This is im-
portant, and I think it would be 
wrong On OUr part to charge only the 
l'inance Minister with not having 
eonsidered this problem. The Gov-

ernment of India must bear responsi-
bility for what is being done. How 
is investment to be directed so that 
it meets the' emerging demands of 
the community? Let Us not use words 
like growth and capital-output ratio. 
Let us come rather down to terra 
firma and consider these things in 
plain and simple language. Any Gov-
ernment would have to decided how 
much of imbalance it can keep in the 
economy, and in What sectors it would 
be willing to accept the unsatisfied 
demands of the community. Surely-
and I do not think anybody can 'quar-
rel with this principle-we would not 
like unsatisfied demands for raw 
materials or producer goods, shortage 
of which leads to under-utilisation 01 
capacity. Similarly, one cannot havt" 
a large fringe of unsatisfied demand 
in respect of foodgrains or food arti-
cles and essential commodities l'iuch 
as textiles. 

If this be accepted, Government 
will have to make up its mind as to 
how it is going to allocate reSOurccs. 
It is here that Government has been 
lacking a sense of proportion and no 
proper formulation of policy has been 
made. If resources are to be used 
for production of these commodities 
it would be obviously necessary to 
prevent or restrain the use of re-
sources in certain other directions. 
For instance, if my hon. friend wishes 
to limit the import of non-ferrous 
metals to be used for cables and 
wires for power transmission, then 
they cannot be used for domestic air-
conditioners. But this becomes ex-
tremely difficult to implement in 
practice since we have allowed or are 
allowing new units for manufacture 
of air-conditioners to come up. The 
basic failure in tenns of p:)licy has 
been that there has been no clear 
recognition on the part of the Plan-
ning Commission, a technical body 
which advises the Government of 
India, of priorities in licensing new 
capacity. The result is that eve1'7" 
time a question of using llmited re-
sources comes up, we are faced with 
the practical problem of what to do 



General MARCH 14, 1961 Budp :t-(]eneral 

[Dr. KrishnaswamiJ 

with unused capacity in less essen-
tial industries. 

Now, I wish to put this point of 
view before the House. We have 
been talking about austerity. But are 
~  been serious about austerity? Aus-
tenty does not mean making only the 
consumer consume less. It also means 
that the Government should apply its 
mind as to what type of goods should 
be produced. Our austerity now takes 
the form of making things like re-
frigerators and transistor radios 
which are expensive, rather than ~ 
ing a long-sighted view and not allow-
ing the investment or imports of cer-
tain commodities. In normal circum-
stances, this might have been a very 
correct policy. Certainly, in the case 
of mature countries-mature in their 
economic development,-this might be 
the right policy to follow. It is pro-
per for a mature economy, which 
wants to re!ltrict demands in certain 
sectors either in order to provide 
surpluses for exports or for reducing 
consumption domestically so as to 
promote savings, to Use the  tax in-
strument as the main, if not the sale, 
agency for achieving these objectives. 
This, indeed, was the logic of the 
policy followed by Sir Staf!ord Cripps, 
and post-war Britain faced as she 
was with latent inflation and a stram 
on the balance of payments. neces-
sarily had to adopt this policy of 
making goods expensive. But in the 
case of a country like India which 
is in its early stage of development 
and which has to step up its rate of 

~  by restraining growth in 
consumption, we must necessarily, in 
my judgment, devote greater atten-
tion to formulating the directions 111 
which investment is to be permitted. 
This is a serious matter and one on 
which the Government of India and 
the Planning Commission will have 
to take a major decision. My hon. 
friend. th(> Finance Minister pointed 
out that the Report of the Planning 
Commission would come before us 
for discussion. I wish it would come 
before this House and I hope that 
you. Mr. Speaker, will give us con-
siderable time and scope for samill-

DisCUSSion 

ing the Planning Commission's recom-
mendations in detail. We should like 
to examine them in detail so that 
the Government may be in a positiull 
to take account of our views to find 
OUt how far its technical.-experts 
have been technical and haVe undt::r-
stood the basic features of our econo-
my, and also to formulate a policy 
which takes account of the needs of 
our community, which takes account 
of the long-term essentials of econo-
mic development. 

Now, what is it that is said on cuE! 
of living in this HOuse? Contrary to 
what is said by many of my hon. 
friends, I do not think that the prices 
of foodgrains have mounted up since 
1952-53. If we examine the prices 
of foodgrains we will find that the 
price of ~  today is about 10 per 
cent lower than what it was in 1952 
or 1953. Historically speaking, it is 
not the prices of cereals that ~  

up so much and lead to a riSe in the 
cost of living as the prices of fooJ 
articles. This is what happens with 
growth in incomes. Now, we must 
expect this to occur and to keep the 
cost of living from rising over much 
naturally our investment expenditure 
should be directed towards the pro-
duction of more of these articles. 

The need for strengthening and 
widening our agricultural base is re-
cognised in the economy survey. 
What is it that we have done in the 
matter of distributing investment ex-
penditure, in the matter of increasing 
the amount of such goods? Expendi-
ture in terms of money, effort and 
organisation is required. It is a mis-
take On the part of my hon. friend. 
to think that organisation does not 
require an effort or expense in termJ 
of money. When it is a scarce re-
source as in the case of our country, 
we have to devote more attention to 
the organisation of our anministra-
tive calibre. Let me point out that 
several Ministers who have been con-
cerned with the reorganisation of 
our services, from the dayS of the 
late Sri Gopalaswami Ayyangar down 
to the late Pandit Govind Ballabh 
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Pant, have, not applied their minds 
to the reorganisation of our districts. 
Let Us realise that the best adminis-
trative talent in our districts is to-
day looking forward for plomotions 
outside agriculture and are mINing to 
the secretariat. We have to ro.;.:l.lise 
that able executive cadres are casting 
their eyes on something outside deve-
lopmental work. If this is Q matter 
which is serious-and I think it is 
serious-we ought to have a thorough 
revision of our approach to the prob-
lems of administrative organisation. 
It may be that we will haVe to give 
more incentive payments to ~  

to work in the districts. 

My hon. friend, the Finance Minis-
ter, has spoken about how ~  of 
tea will be encouraged. 

15.09 hrs. 

A financial measure has been de-
vised to discourage the growth of 
inferior tea and thus give a fillip to 
the production of superior tea. But 
I suggest to him in all humility that 
this is not enough. What are the 
measures that the Tea Board has 
taken to promote the production of 
superior tea? Obviously, we arc fac-
ing very severe competition from 
East Africa, a producer of sup=.:rlOr 
tea, and unless we take care, we are 
likely to be wiped out of thc export 
market in the coming five Or "even 
years. Therefore, I think, from the 
point of view of considering these tax 
measures, we haVe also to consider 
how expenditure is devoted towards 
the production of superior tea, which 
would undoubtedly give us the oppor-
tunity of competing with other peo-
ple who produce equally goot{ tea. 

A great deal of criticism was made 
about my hon. friend on the subject 
of his n(\t having devoted enough 
attention to direct taxel I ha,'e 
heretical views on this subject, and 
I hOPe I will be allowed to ~  

them without running the risk of be-
ing misunderstood. In our country 
where there are 80 cities or more 

with one lakh of populatioll, it is 
rather odd that we should have only 
10,000 or 11,000 people whu pay 
wealth tax. I suggest that ~ In-
come-tax Department should not 
take a negative attitude. ~  ought 
to be a greater co-ordination bctween 
the different authorities, the Govern-
ment spending departments and the 
income-tax authorities. In fact there 
ought to be a card index of parties, 
so that We might realise how incomes 
are being earned. In this matter I 
suggest that what We should aim' at 
should be a sensible system of rates 
which are enforced riiorously and 
uniformly, rather than deterrent 
rates, formidable on paper but in-
effective in practice, except for cer-
tain categories of earners who are in 
no position understate, or who are 
compelled to be honest by virtue ot 
the position that they enjoy. It is 
necessary for the Central Board of 
Revenue to adopt a proper approach 
to this question, and to find out how 
We can have greater amount of reve-
nue from these direct taxes. It is 
not, let me tell you, Sir, necessary for 
the Prime Minister to have a commit-
tee constituted and presided over by 
Prof. Mahalanobis. The Finance Mi-
nister here would probably, if he 
takes the initiative, have better oppor-
tunities of providing the HOUSe with 
more objectiVe knowledge than what 
that committee can ever provide. 
There would be less temptation on 
the part of the Central Board of Re-
venue to play to the gallery, than for 
any committee which is appointed for 
the purpose of making an over-all 
survey of how incomes have gone 
into the pockets of some people. 

These are some of the suggestions 
that I have to make. When the time 
comes fOr discussing the Finance Bill, 
I should like to make other sugges-
tions. But there is one touchy sub-
ject which I should like to mention 
before I conclude. 

My hon. friend is a fervent apostle 
of prohibition. On this question, un-
fortunately, I happen to hold diver-
gent views. 
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Shri Morarji DesaI: I sympathise 

with you. 

Dr. Krishnaswami: I feel that 
where there are indigenous resources 
which are not scarce, there is abso-
lute necessity for using them to pro-
vide the necessary income to our 
States. Only this morning I read an 
ominous news item to the effect that 
my hOIl. friend, along with three 
other members of the Government, is 
thinking of enforcing prohibition 
throughout India. May complete 
failure visit such attempts in the in-
terests of our country, in the inter-
ests of providing better resources for 
the States! When we are starved for 
want of funds, when we are trying 
our best to find out ways and means 
of obtaining more funds, it is obvi-
ously right that we should abandon 
canons of old morality and adopt 
the new virtue of finding resources 
for the purpose of developmental 
schemes. 

Mr. Speaker: Is that social justice? 

Dr. Krishnaswami: I think so. 

Mr. Speaker: Taxing the poor for 
paying the rich. 

Dr. Krishnaswami: I am glad you 
have put that question. We are now 
taxing the poor in respect of so many 
other commodities, and the poor are 
demanding that they should have 
free education. If we do not have 
resources, and if these are indigen-
ous resources which We can obtain 
it is a point of view which I am put-
ting before the House-we should 
waive all considerations of old puri-
tanism for the sake of finding reve-
nues in order to finance developmen-
tal schemes which are being badly 
starved. That is all that I have to 
say on this matter. 

I shall deal with other aspects of 
direct taxation when the Finance Bill 
comes up. But I should like to point 
out to my hon. friend, the Finance 
Minister, that the growth of an eco-
nomy depends primarily on our con-
trolling the inftationary spiral. That 
is the danger which is facing us, and 
all his measures of taxation,-indirect 
taxation, can be only justiled on the 
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footing that they would act as a res-
training brake to inflation. But 
along with these measures of taxation, 
let us realise that the Government 
has to make up its mind as 
to where investment expenditure 
should be directed and directed 
quickly, so that We ~  have goods 
flowing in an ever-increasing measure, 
So that the community may feel tha' 
along with austerity there is also some 
degree of comfort for the present 
generation. 

Shrimati Benuka Ray (Maida): 
The Finance Minister has given Us a 
~  and lucid presP-Iltation of the 
Budget, and in the Economic Surve1l 
in recent years, and more particular-
ly in this year, we do get a much 
better picture of achievement. At the 
same time, I would like to bring it to 
your notice and that of the Finance 
Minister that there are certain mat-
ters on which, although we have been 
asking for it year after year, concise 
and clear statements are not laid be-
fore us. The hon. Member, Shri A. P. 
Jain, drew attention to some of these 
features, and I would like to endorse 
them. We who are lay men should 
be given the facts, say, for instance, 
about utilisation of loans. The totality 
of loans we know, we also do get 
from time to time the picture of the 
public enterprises and what is being 
done but when we are discussing the 
Budget, a concise and clear state-
ment of achievement is desirable, and 
if that is placed before us, this House 
would be much better situated to 
appreciate the Budget as well as to 
understand its implications. 

As we en ter the Third Plan period 
from the Second Plan, we find that 
although much remains to be done, 
it is undoubtedly true that We are 
marching ahead. We have been fight-
ing with our backs to the wall all 
through these years, and trying to 
get out of the economic qecadence, 
social and economio. decadence, and 
at last I think there is a sign of hope 
for ~ future. This hope is seen 
more especially in the rural country 
side where we see roads coming up, 
schools even for girls, though their 
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number is much smaller than they 
should be, coming into existence in 
.remote areas, irrigation works etc., 
and in fact, there is activity humming 
throughout the country side, a picture 
to which we have been looking for-
ward year after year ever since in-
dependence. 

15.09 hrs. 
•• ...:.0) 

[MR. DEPUTY-SPEAKER in the Chair] 

But there is no ca'use for compla-
cency. If we enter into some of the 
administrative details, say, of the 
community projects administration, 
there is much that is still to be 
desired. I will take another occasion-
I hope I shall get another occasion-
to speak about these matters in detail, 
but I think it would be true to say 
that the over-all picture is more 
hopeful. 

We have already disucssed the 
Draft Outline of the Third Plan; and 
we are going to further discuss it 
later when it is finalised. But, I 
would say that before that Plan is 
finalised, there are some very essen-
tial matters which must be taken 
into account. This is just the first 
year of the Third Plan and we must 
do something about finding funds to 
stillrt certain features of that Plan in 
regard to those measures through 
which the social and economic equa-
lity is possible in this country. 

We are aiming at a socialistic pat-
tern of society; and we are not yet 
a proper welfare State. We have to 
go step by step. But none the less it 
is a very disappointing picture that 
we find so far as eduoation and health 
are concerned. There is not that 
much attention paid to them as should 
be, considering what our objectives 
are. 

Weare bringing in schooling for 
the children in the age group of 6-11. 
But we do not even stress the quality 
content of it. We do nat even think 
of the health of the school child or 

the pre-school Child, although we Ba7 
that child welfare is to have first 

~  There is very little about it 
in the Plan Outline and I hope that 
before the final Plan emerges there 
will be a dilferent picture in this 
sector. I do not wish to spend more 
time now on this because I have 
other points to make on the taxation 
proposals of this year. 

Sir, I was really astonished to hea;r 
Shri Dange speaking about this theory 
of what he considers the socialistic 
or rather the communistic economy. 
He says that there is no rise in prices 
under such Regime. It almost takes 
one's breath away because the one 
thing on which this kind of economy 
is stressed is compulsQry savings to 
a prohibitive degree as understood in 
democratic countries. 

Shri A. P. Jain spoke from his own 
experience of the past. He was talk-
ing about shoes, how much they cost. 
We export Bata shoes and other 
shoes through the State Trading 
Organisat.ion. We know what it costs 
in this country. But they cost Rs. 85 
per pair even today in Russia. That 
is the information we have been 
given. These are trends which show 
what the position is. Through com-
pulsory or forced savings and at great 
cost to the poor consumer, the econo-
mic development of the country must 
go ahead. 

When I come to discuss this year's 
proposals, I am a little disappointed 
to find that the Finance Minister is 
taking too much in toto from the 
communistic-or what they call socia-
listic-theories of indirect taxation. It 
is a new theory today amongst eco-
nomists that in an under-developed 
country like India indirect taxation, 
in a large measure, is inevitable. 
Indirect taxation which was held to 
be regressive before is today consider-
ed by some to be inevitable in a large 
measure. Because we have taxation 
broad-based. But, broad-based in what 
manner? Is it possible for the people 
who have not yet attained a minimum 



GeneraL MARCH 14, Ul61 Budget-General 

labrimati Renuka Ray] 

standard of living to pay taxes? Yet, 
this year we have so, many indirect 
taxes the incidence of which is falling 
on those very people for whom we 
are attempting, through our Plans, to 
bring about a minimum standard of 
livini· 

TherefOo:'e, 1 would plead with the 
Finance Minister to reconsider some 
of the indirect taxes that are to be 
levied this year, I think it is a desir-
able object and I agree with him that 
Rs. 62 crores should be raised in the 
first year of the Third Plan. He has 
a good target that way. But I would 
also like to remind him-and assure 
Shri Asoka Mehta-that having accept-
ed the pattern, we are aware of the 
logic behind it. Therefore, I do not 
quibble at taxes. I only say that so 
much of indirect taxation, the inci-
dence of which we cannot deny is 
falling on the common man, should 
be avoided. By the common man I 
do not mean only the poorest sections 
of the community, but I mean the 
middle class, the salaried worker also 
who has to pay his income-tax while 
others evade it. All these people are 
paying more taxes than is equitable 
as a result of this indirect taxation. 

Therefore, when the Finance Min-
ister says that taxation is an instru-
ment of economic policy, we find the 
measures that he is taking are to 
restrain consumption by introducing 
forced pecsonal savings through these 
fiscal measures of indirect taxation. 
Why is he doing it? In order to bring 
down deficit financing and the rise in 
prices. Yet, we see before us that the 
prices are rising not only as a conse-
quence of the taxes but also of the 
repereussion of these taxes on other 
allied commodities. I have not the 
time to go into details on this subject 
nOr am I an expert. But, as laymen 
it is obvious to US that this is not 
bringing about the result that he 
wanted by disinflationary means. 

We must not forget that indirect 
taxes have already been levied last 
year-I think about Rs. 24 crores. But 
indirect taxation was levied. With all 
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due respect I say that we have, per-
haps, over-reached ourselves in hav-
ing indirect taxation to the extent of 
60 crores this year. 

I do not want to go intQ all the 
items of indirect taxation. There are 
certain items of indirect taxation 
which are very good and very healthy, 
such as taxation of luxUiry articles 
like wines, spirits and cigarettes. But, 
what about kerosene? Other hon. 
Members have mentioned this. I 
would like to refer to this kerosenp 
from another point of view. Finer 
kerosene is being taxed. But it is this 
finer kerosene that the villager is 
using in Oi,der to get better light. 
The marginal man goes out. Hill 
child goes to school and is able to 
study at home in the light of a little 
better type of kerosene. Now, he is 
forced to come back to use of crude 
oil. As a result, the child's eye-sight 
gets affected. We are raising money-
not expenditure; as I think is 'desir-
able-yet some at least adequate for 
developmental activities such as health 
measures etc. We give by one hand 
and we take it away by the other. 
Practically, it comes to that, in so 
many of these ~ 

I would, therefore, request the 
Finance Minister-in spite of what 
he has said-to go through these-
items again and give up the indirect 
taxes to some extent. I do not want 
to exaggerate things. I do realise 
that the incidence of these taxes is not 
very high. But the marginal consu-
mers are feeling the effect of it. The 
price structure has gone· up in spite of 
whatever has been stated. We have 
to think a new on that point also. 

I refel'l"'ed a little while ago to the 
fixed salary earners, whether they are 
the working classes, or the poorer 
middle classes or the middle classes. 
It is a matter to which me have to 
give some thought. We have broad-
based our taxes, to some extent the 
ma.rginal tax-payer, the man who 
pays the income-tax, is being unduly 
taxed today. If he is a salaried 
worker he has to. pay his full tax: he 
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does not evade it in any proportion; 
that is so even when the ru,her 
salaried incomes are concerned. But 
what of those who are evading the 
taxes in large proportions? It is to 
that end .that we have to turn our 
minds. I must say that I am very 
disappointed to find that in this year's 
Budget, the social ~  

raising the resources to cover the gap 
in expenditure over revenue is im-
portant-has not been  fully taken into 
consideration. I hope the Finance 
Minister will take this into considera-
tion because of its tremendous impor-
tance to our social objectives, so .hat 
we may attain the minimum atan-
dards of a welfare State. He has 
stated that he is against the excess 
profits tax and he has given two 
reasons, with one of which Shri A. P. 
Jain had dealt. The other reason is 
that we shall be penalising the more 
capable industries by having the 
excess profits tax. The price of a 
commodity is fixed more or less on the 
basis of the marginal unit. There is 
diffe:-ence between the marginal unit 
that gets some little profit and the 
tremendous profit made by those who 
have almost a sort of monopoly over 
certain trades. For instance, there 
are certain people who control SO many 
textile mills. Is their profit due to 
greatCl:-capability or is it because 
they can have much greater turn over 
and because they control so much. All 
these are to be taken into considera-
tion. He should take these things into 
consideration and not sweep aside 
these remarks without giving them 
due consideration. The hon. Finance 
Minister is not present. I request the 
Deputy Finance Ministe'!' who is pre-
sent here to give due consideration to 
these matters because tqe excess pro-
fits tax will be better than the wealth 
tax or expenditure tax from the point 
of realisation; It will be easier of 
realisation than the wealth tax or 
even the ,income-tax. 

I think that there Is some improve-
ment in preventing evasion of taxes. 
Some imp.'!'ovement has taken place. 

Discussion 

But it is not sufficient for the Finance 
Ministry to congratulate itself in any 
way. A great deal more can be done 
in this. If it is done, this contention 
which is here today-that the very 
rich are getting richer and very 
wealthy are getting wealthier--can be 
stopped. It is our objective and ou.r 
Government's objective that the dis-
parities in wealth should go. We do 
not say that all men are equal and 
must be equal in every way. But 
equality of opportunity must be given 
to everyone of the citizens. There 
are two ways in which it can be 
brought about. The tax that we have 
to raise should be placed upon those 
who can best afford to bear it and by 
these means we should bring down 
the disparities. MOIre especially, we 
should put our minds towards the 
Third Plan which is just unfolding 
itself and which is bound to bring 
about those conditions and opportu-
nitics for the citizens of the future, 
whether they be economic opportu-
ni ties or social opportunities so tha t 
whether they are children of the rico 
or of the poor, they will get equal 
opportunities of education, health and 
othcr social amenities. It is no use 
having these ideas merely in the 
Preamble in our Constitution. It is 
time that we go further and make 
this into something which is a reality. 
I think that we can go further than 
we have done in the past, if we go 
boldly forward. The Finance Minister 
is courageous and bold. He has shown 
that he does not play to the gallery 
in any way. General Elections, to the 
disappointment of the Opposition 
Parties, have not counted with him. 
The need for raising the standard of 
living of the people and for bringing 
about a reduction in the disparity of 
wealth will, I am sure, count with 
him and before this Budget :is finally 
approved I hope he will take away-
some of the indirect taxes. 

Last, but not the least, there is one 
point which I want to bring to your 
attention. I want to know this. Why 
is it that this House, which, under the 
Constitution, is the House which 
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endorses and has a right to confimL 
the Money Bills, sho'uld not be the 
first House to discuss it? In any 
case why should the Finance Minister 
make a statement in the other House, 
rejecting certain proposals which have 
not yet been made in the lower House, 
the Lok Sabha, which is the Houl'e 
to whom consideration has to be 
given. I would therefo.!'e, suggest to 
the Finance Minister-again he js 
absent-that he should kindly givfl 
consideration to what the rerpre;;en-
tatives of the people in this House 
are saying because it is this House 
which does discuss details and which 
will ultimately pass the Money Bill!! . 
.AJJ such, I think, that much courte'lY 
is due to it. 
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Shri Tridib Kumar Chaudhuri 
(Berhampore) : Mr. Deputy-Speaker, 
Sir, one statement that has been 
repeatedly made in this House, is that 
in course of the last few years the 
rich become richer and the poor 
poorer. It was even said that the 
richer had become the richest. But to 
my mind that is something like an 
algebraic statement and conveys no 
concrete meaning. 

In order to emphasise what it has 
cC'Dcretely meant at the other end of 
the scale, that is for the poor section 
of the community-and most of oW' 
people are generally poor-I cannot 
but help mentioning one case which 
came up for comment by one of the 
Judges of the Calcutta High Court 
recently. It is known as the "Ramdas 
TurPs case". This unfortunate Ram-
das Turi was an unemployed tea 
garden worker who waited for abom: 
a month in the plantation area of 
North Bengal for getting some job. 
Then, disappointed in not having 
found any employment there, he came 
down to Calcutta in search of work. 
As the POOr generally do in all big 
citiC's like Calcutta or Bombav or 
Delhi, he made the pavement of the 
streets his home. He was accom-
panied by his small motherless child; 
and every day he went out in the 
morning in search of a job, and came 
back at noon to give food to the child 
and again go in search of a job. In 
this way he spent about a month on 
the streets but he could not find any-
thing for himself. One day, at noon? 
time, when he returned to the spot 
where his child was, that hungry 
child was weeping. He had no food 
for two days and was begging of his 
father to give him some parched rice 
which he could see in a shop near-
by. But the father had no money; 
not even two naye paise. In a mo-
ment of mental imbalance, he caught 
hold of the hand of the child. lifted 
him up and dasbed him against the 
pavement. Of course the next mo-
ment, when he realised what he had 
done, he immediately lifted the body 
of the dead child and went with it to 
the police station and surrendered 
himself to the guardians of law. The 

law had its OWn course. That man 
was given the life sentence in the 
lower court, and by way of an appeal 
-certain lawyers appeared for him 
in amicus curise-the honourable high 
court reduced the sentence to one 
year's imprisonment, because the law 
of the land had to be respected. But 
the high court was moved to make the 
~  that events like this make 
the two five year plans that we have 
passed through meaningless so far as 
the common men are concernd. 

I do not want to overdramatise the 
thing. It is not that every unemploy-
ed man is committing suicide or kill-
ing his children, but the fact is that 
for the overwhelming majority of our 
people who belong to the category of 
the poor, life is still an unbearable 
burden. It is not only a question ot 
industrial workers. I can refer to 
the report and to some bare indices 
which have been published only 
recently in the Agricultural Labour 
Enquiry Report. There, it has been 
stated that about 47 per cent of the 
total agricultural households in the 
country own less than one acre. We 
carryon excited discussions and de-
bates about land ceiling, but we have 
to bear in mind that for 47 per cent 
of our agricultural households, the 
ceiling laws have hardly any mean-
ing. Coming to those who have no 
land and who are just agricultural 
labourers who work in other peuple's 
lands, the committee has found that 
their real income has gone down by 
15 per cent; their work by six per 
cent and their indebtedness has grown 
by 118 per cent. When the Finance 
Minister therefore, saYS that taxation 
is an instrument of economic policy, 
one is tempted to ask, "Economic 
policy for whom"? 

It may be claimed on behalf of the 
Government that the two plans that 
we have passed through and the third 
Plan which we are entering are for 
the commOn man, and for the raising 
of the incomes and standards of living 
of those people. But these claims are 
made only for giving some sort of 
socialistic frill to our economic policy. 
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I might also say here that in their 
more ~  moments, when they see 
things in clearer perspective and also 
want to put things plainly before the 
people, at least before the limited 
audience which they have in view, 
Government spokesmen make more 
outspoken statements which some-
times are not noticed by the general 
public. 

So, I was very much intrigued when 
I saw in the papers the other day-
in one of the responsible daily papers 
of Delhi-The Statesman-the report 
of a speech tha t the Finance Minister 
made at the time of the inauguration 
of the Investment Centre. He is 
reported to have said that persistent 
efforts made by him and his prede-
cessor in office to remove misunder-
standings in foreign countries about 
India's economic policies-"he was 
happy to say"-had now borne fruit; 
that for a long time the Government's 
efforts to develop the public sector 
were misunderstood as an attempt to 
run down the private sector, which 
we all know is only a euphemistic 
name for the capitalist sector and that 
the facts had now proved this theory 
to be wrong. He is reported to have 
also said that the rapid expansion of 
the public sector had been mainly 
responsible for a fivefold increase in 
the private sector within the past few 
years. Sir, the Finance Minister was 
speaking plain unvarnished truth. 
This is really the general direction of 
the economic policy pursued by this 
Government through these plans. 

Reference has already been made 
in this House, and by some eminent 
speakers on this side, as to how the 
concentration of wealth and economic 
power has grown. But the fact that 
has not been underlined properly is 
that the concentration -of economic 
~ , the concentration of capital, 
thiS phenomenal growth of the private 
sector, the capitalist sector, this pro-
cess of making the rich richer and 
richest, have come about precisely as 
a result of the policies deliberately 
followed by this Government. That is 
why when the Finance Minister says 

that taxation is an instrument of econo-
mic policy, he might be more frank and 
say that not only taxation, but the· 
entire structure of the budget is an 
~  of economic policy, which 
IS nothing other than the policy of 
capitalist growth and capUalist deve-
lopment in this country. Whether we 
take the budgetary policies in the 
limited sense of taxation and expendi-
ture or whether we take the mone-
tary policies, policies with regard to 
credit and other related things, all 
move in the same direction, with the 
same purpose and same aim in view. 

That is why I was not surprised 
when the taxation proposals were 
announced and the Government indi-
cated that it was going to rely more 
on indirect ~ for covering a size-
able part of the deficit that would 

~  in our planned expenditure. 
ThiS year, the Finance Minister has 
planned to cover the entire revenue 
~ , at least a major part of it, by 
mdlrect taxation. As everybody 
knows, indirect taxation is bound to 
be . regressive. So, that being his 
dehbrate and declared policy, I can 
only plead with him not for any 
fundamental structural change in the 
budget that he has placed before the 

~ ,  ~ for small mercies for per-
suadmg 111m to re-examine some of 
the taxation proposals that he has 
laid before the House for its approval. 

I would not go into the question 
whether this indirect taxation has 
been evenly distributed. whether the 

~ that have been imposed on 
particular commodities like tobacco 
or ker.osene lead to any increase in 
t?e prIces or move L'llllSed any infta-

~  spurt. But I would like the 
Finance Minister to re-examine the 
change caused by the excise duty put 
on such commodities like glassware 
ceramics, ~~ -  and proprietar; 
~ ~  mediCines, particularly when it 
IS Imposed on very smaM production 
units. For example, take the case of 
excise duty put on small power-loom 
units with a complement of four 
looms. The rate of taxation imposed 
on these units of four looms is almost 
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as high as on 24 looms. A large num-
ber of small power-loom co-operative 
societies would actually go out of 
existence if some consideration is not 
shown to them. 

Similariy with regard to the pottery 
and ceramic industry, which are run 
on a small scale, he should examine-
~  consideration should be shown 
to them as well. I do not think either 
the exchequer or the general policy 
of taxation or the revenues will suffer 
much if these small mercies are shown 
to those sectors of small-scale indus-
trial production, which are least able 
to bear these burdens. 

So far as the general outcry against 
indirect taxation is concerned, I have 
to remind the House and also the 
Finance Minister that it is not only 
this complement of indirect taxes and 
excise duties under which the people 
are groaning. Side by side, there is 
the effect of deficit financing. How-
ever much he might propose to 
increase his tax revenues and cover a 
part of the deficits by these revenues, 
it is obvious that he has to rely in 
the end on deficit financing to a con-
siderable extent as he has been doing 
so long. So far as the average man 
is concerned, he is today caught bet-
ween two pincers or between the 
jaws of two vices so to say and is 
being crushed under their pressure. In 
almost all cC'llmodities, particularly 
consumer goods, it is a scarcity 
market and a sellers' market that 
operates today. Any indirect tax 
under such circumstances would 
immediately be shifted to the pur-
chaser or the consumer and would 
have to be borne by the common man. 

Similarly so far as deficit financing 
is concerned, which means simply 
printing of notes or expansion of bank 
credit or whatever it is, all-told there 
is bound '0 be an unchecked rise in 
Prices, which again impinges hardest 
on the poorer sections of the com-
munity. Government policy being 
What it is, it is futile to expect that 
there would be any fundamental 

change in the main direction of that 
policy. But at 'the same time, this 
House and the Government must con-
sider whether some of the effects of 
this infiation and indirect taxation 
could not be neutralised by counter-
vailing measures. If that is done for 
the present, that would be enough for 
us to thank our Lord. Otherwise, it 
is no use referring to the Govern-
ment's professions of socialism which 
are good only for paper resolutions. 
As the Prime Minister said on an 
earlier occasion, when the first budget 
of thc present Lok Sabha was pre-
sented by Shri Desai's predecessor in 
office, not only one budget but even 
scores of budgets will not transform 
our economy into one of socialism. 
So, we do not expect the Finance 
Minister by this one budget to trans-
form India into a socialist country. 
We know it and we are reconciled to 
the fact that we remain a capitalist 
country. But some of the rigours of 
capitalist exploitation and some of 
the rigours of indiscriminate taxation 
and the monetary policies that the 
Government have been pursuing may 
be lessened, may be reduced, if they 
show some mercy for that section of 
the ·community from which the poor 
fellow, Ramdas Turi, whose case I 
mentioned at the outset, comes. 

16 brs. 
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Dr. Vijaya Ananda (Visakhapat-
nam): Sir, I support the Budget 
proposals wholesheartedly. I can 
assure you that you will have no 
occasion to ring the bell while I am 
speaking becaUSe I be;ieve in brevity. 

May I congratulate thc han. Finance 
Minister for his excellent Budget that 
he has presented to this House. It is 
because of the needs of the country 
and we have an ambitious Plan ahead 
of us that the Budget is made 
accordingly. 

The hon. Finance Minister has had 
to play on a very difficult wicket. He 
has batted admirably and his placing 
of the field has been superb. His 
bowling has been sO excellent that he 
has not allowed his opponents to 
score. 

I do not belong to the business 
community. I belong to the sphere 
connected with sports. Even so, I 
happened to look at some of the Cal-
cutta newspapers and one paper, 
which represents the business com-
munity of Calcutta, said the follow-
ing which I would just like to quote. 
The name of the journal is Capital, a 
Weekly journal of commerce, indus-
try and finance. It says: 

"The general verdict on the 
Indian Builget for 1961-62 has so 
far been remarkably favourable. 
The Finance Minister must be 
gratified at the lack of serious 
protest with which his proposals 
to relieve the public of no less 
than Rs. 60-odd crores have been 

received. Even the Budget fore-
casters appear to be satisfied; for 
once their predictions have not 
been hopelessly wide of the mark. 
All this is an impressive tribute 
to the country's willingness to 
shoulder almost any tax burden in 
the name of development provided 
some care is taken to ensure that 
it is fairly distributed, it appears 
designed without too close atten-
tion to ideological considerations, 
and it makes at least a gesture 
towards improving incentives. 
Somehow, despite its many con-
tradictions and lost opportunities, 
Mr. Desai's Budget has succeeded 
in creating this impression, partly, 
no doubt, because past experience 
tells us it could have been much 
worse. It is the relief felt on this 
score which seems to account for 
much of the apparent enthusiasm 
for the Budget as a whole, and 
for the comparative absence of 
carping comments on its many 
blemishes. The country considers 
it has got off lightly, there is 
general satisfaction at the buoyant 
state of the economy and few 
appear to feel they have been hit 
unfairly. Mr. Desai would appear 
to have achieved the virtually 
impossible." 

This paper represents the business 
community of Calcutta and this is the 
view taken by them. 

I was very happy to see that associa-
tions connected with sport are to be 
exempted from Income-tax. Indeed 
this is a great thing, because it will 
just do that very thing which was re-
quired for these associations. They 
were very badly off and it was difficult 
for them to make both ends meet, and 
by hi!': concession in letting them off 
the Income-tax, Mr. Desai has done a 
great thing for sport in general. 

I was not here at the time when 
the President's Address was discussed 
and debated; I was away at Banaras 
in connection with the Queen's visit. 
So I take this opportunity of sayin, 
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something 10 general, because when 
the Budget discussion is on, during 
the general debate one can talk on 
anything under the sun. Of course I 
will not discuss anything that is not 
exactly to the point. 

I had in view that in India a fund 
should be created, so that every 
citizen of this country has to go 
through two years' military training. 
Whether he be of this community or 
that community, big or small, he must 
go through that training for two yeari. 
In France, every man born in that 
country has to go through a period 
of two years' military training. It also 
means that it teaches you discipline, 
how to obey your commander. Apart 
from that, my suggestion is not for 
the purpose of conquering any coun-
try, but for the safety of the country 
and also to bring about a feeling in 
the people that they must obey their 
commanders. And it will be a great 
day to see every man having such a 
training. 

In addition to that, I would like 
to sec more funds allocated for com-
pulsory education. 

I would also like to see stadia go 
lAp in every town of this country and 
sports ent'ouraged. I am no lover 
of Hitler or his ways or methods, but 
he brought up Germany from scratch 
to a height which, if alone he had 
done the right thing, Germany would 
not have lost and gone down the way 
it did. It was all due to physical 
training. He insisted that every boy 
from school level should go through 
a course of physical training. Thus 
the body was trained and the mind 
played its own part. So it is abso-
lutely essential that we should have 
compulsory physical training in 
schools also, physical drill, so that the 
boys are made to go through that 
an hour or two. And unless they do 
that, the boys should not be allowed 
to appear for any examination. That 
is one way of keeping the boy away 
from evil. And that would be a 
great day to see the Indian boy going 
through his physical drill and also 

naving military training. For that 
funds are required, and I feel that 
the hon. the Finance Minister should 
give more and more funds so that we 
have stadia and more sports in this 
country. That is one way of keeping 
the youngster away from evil. If he 
plays healthy games, he will have 
no time to dabble in other things. 

Since we are building up this coun-
try and we look forward to be the 
foremost country in Asia-and so it 
is-I feel there is another thing that is 
necessary, because we want quick 
transport, and transport is the main 
thing as they have in Italy and Ger-
many. These countries have very big 
roads, so that transport moves quickly 
from one end to the other. We find 
in this country level crossings at 
various places. They are an infernal 
nuisance, you have to wait for an 
hour before the gates open. It would 
be a very nice thing if some of these 
matters are taken into account and 
bridges are made so that traffic could 
be quickly got through and transport 
could be a thing that we could be 
proud of. So these things have to be 
attended to. 

There is one other thing, and that is 
this. Japan has given yen credit and 
the United States have given dollars 
for the purpose of building a railway 
line to take the iron ore form Madhya 
Pradesh to Visakhapatnam. This, 
I understand, has been lying idle, and 
it is high time that something is done 
in this direction, sO that the stuff that 
lies at Visakhapatnam is taken awey 
quickly. And what I do want is that 
the Visakhapatnam port should be 
developed to be the envy of all other 
ports of the world. I look to the 
Finance Minister to help the port of 
Visakhapatnam and the district of 
Visakhapatnam also. I know he has 
to deal with the whole of India and 
to ask him to do that" particularly 
means that he would have to set aside 
something else. But Visakhapatnam 
being a port, I do feel that he could 
easily do something to make that port 
the best in India. 
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I was also very happy to see that 
the hon. the Finance Minister has 
been encouraging tourism by not tax-
ing the new hotels that would come 
up in the next five years. Indeed, it 
is a great thing, because that will giVe 
enough encouragement for people to 
build hotels. When tourists come in 
great numbers, foreign exchange is 
coming in, and that is very helpful to 
the country. So this was a great idea 
on the part of the Finance Minister to 
exempt the new hotels from tax. 

In the concluding remarks of 
Mr. Desai which I happened to read, 
he said: 

"We have chosen for ourselves 
certain social and economic goals. 
We must do our utmost to achieve 
them. This will mean hard work 
and sacrifice for sometime to 
come. But there is promise of a 
rich reward in the shape of higher 
standards of living, more employ-
ment opportunities and a better 
socia-economic system." 

Well, these were the words of the 
Finance Minister and I have very 
great pleasure in supporting the 
budget and wish more strength to hill 
elbow. 
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[P.ft ~ 0 If) 0 ~  

arr=t if ~ ij' ~ ~ ~  ~  'fiW 

~ flfi 'a';:r ~ ~ ;;IT - ~ ~ ~

~  m cmff if; ~ ~ ~~ 
<mIT .-'a';:r tn: ~ f'cr;rr{ ~ "1'''11: ~  

!Q'fm ~  ~ fCfi 4 ~ ~ fiRn: rn, 
ij) ~ "'f ~ ;ao'f 'lit n:m; rorr ~ I 
Sbri Acbar (Mangalore): Most of 
the speeches have been concentrated 
on the question of taxation. No doubt, 
that is probably the most important 
aspect. I too would like to say a few 
words on that, but before that, I would 
like to draw the attention of the 
House and of the Finance Minister to 
another important aspect which does 
not seem to have attracted the atten-
tion of most of the Members. No 
doubt, new taxes immediately attract 
us, but if we take up the Budget as 
a whole, one very important aspect is 
with regard to the capital expendi-
ture of Government. If the revenue 
budget is somewhere about a thousand 
crores of rupees, the capital budget, 
that is, the budget of the Government 
.as a borrower, as a lender to the 
several States, the several organisa-
tions, corporations and also the State 
treasuries, is almost equal to it; that 
is, the amount of expenditure in the 
capital budget is almost equal; it is 
of the order of a thousand crores of 
rupees, if I am not mistaken. If we 
look at the Budget papers, we find 
that sufficient importance does not 
seem to have been given to this side 
of the problem. Of course, I have 
tried to understand the problem, but 
it is rather difficult to find out exactly 
where we stand, how the amounts are 
lent, how we realise the interest and 
so on. As I said, this is a very impor-
tant side of the Budget involving a 
thousand crores of rupees. I wish we 
had more information on this sum-
marised in a way which the ordinary 
layman can understand. 

After visiting some of the impor-
tant projects, I have begun to ask 
myself whether we are not spending 
too much on them. So much is said 

about economy, about the pay of Gov-
ernment servants and so on. But, to 
me. the more important question 
appears to be this, namely, how these 
amounts are spent, and whether they 
are being spent economically. I 
remember that the Finance Ministry 
appointed a special officer for this pur-
pose, namely to go into this question 
and find out where economy could be 
effected. But when an ordinary lay-
man goes to these several projects or 
other important places, he begins to 
feel whether these amounts are not 
spent as economically as they could 
be. 

Take, for instance, the river valley 
projects. I had been to some of 
these projects. For example, when 
I went to the Tungabhadra project, 
I found Kailas on one side, and Vaikun-
tam on the other. I am given only one 
instance, but it is not only there; 
wherever we go, one thing that 
strikes a layman most is the vast 
expenditure on buildings. So far as 
office accommodation etc. is concerned 
of course, buildings are absolutely 
necessary, and persons will have to 
be protected from sun and rain. But 
I want the Finance Minister to consi-
der this aspect of the question, namely 
whether there cannot be considerable 
economy on this side. 

Take, for example, even the many 
engineering colleges and other institu-
tions that are started. Are such huge 
buildings necessary for them? Of 
course, buildings are necessary; I do 
not deny that. For instance, we hear 
about Japan; what is spent on build-
ings there is very little; probably this 
may be due to their physical condi-
tions, that is, the volcanic conditions 
prevailng there, and, therefore, they 
want only buildings of paper and 
cardboard. All the same, the more 
important aspect is the imparting of 
instruction in colleges and other ins-
titutions in buildings whic.ih are just 
necessary for protection from sun, 
water and rain; I think such types of 
buildings may be sufficient, especially 
in a poor country like ours. The 
point is whether it is necessary that 
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the amounts that are being spent 
now should be spent at all, and 
whether we are not spending too 
much. But the fact is that a layman 
like me often fecls that in these 

~, we are spending too much. 

I request in all humility that this 
question be gone into and, if neces-
sary, a careful scrutiny made as. to 
how we are spending on these bUild. 
ings. Anyhow, what has already been 
spent has ~ spent; nobody can do 
anything about it. But at least in re· 
gard to this matter in future·, we 
should do something. For example, 
at the end of the Third Five Year 
Plan, our loans would amount to 
Rs. 10,000 crores, if I am not mistaken. 
I would appeal to the Finance Minis-
ter to consider this aspect of the ques_ 
tion. If countries like Japan could 
get on with very small buildings and 
can manage things in that manner-
for example', as I pointed out, in 
several institutions, colleges and things 
jqw that. they give the best of in-
struction without at the same time 
sending ~ -  should be able to 
do so. 

Now, I would like to pass on, as 
o:hers, have done, to the taxation 
question About a few months ngo, 
I happened to read an article by Shri 
P. S. Mahalonobis who, if I am not 
mistaken is our economic adviser. 
The sole' argument in that article was 
that the income in the agricultural 
sector !bas increased considerably, they 
have reaped the benefits of one or two 
Plans and so some method must be 
found out to tax this section of the 
public. I felt While reading !be 
Budget proposals this time ~  

taxation whether the underlymg 
principle was not this theory that the 
agricultural section has gained very 
much on account of these Plans nnd 
so they should be taxed more for the 
purpose .)f resources. I beg ~ differ 
on this question, that the agricultural 
section as a whole has made o;uch pro-
fits and there is capacity to ?By there 
anti methods should be devi!led for 
taxing it. 

It may be that in the agricultural 
sector, some of the bigger landholders .. 
people who are having some industr-
ies also tfiere, may be having higher 
income. But I am afraid 'hat that 
does not respresent the exact situ_ 
ation of the agricultural population. 1 
have tried to investigate this matter in 
a few villages surrounding my ,)wn 
village. If we collect figures, what we 
find is that a few families in a viI .. 
lage of 500 people, some 10 or 15 
families, have a higher income, bettel 
fertilisers, better modes of cultivation 
etc. But if we take the population in 
the village as a whole, as the Agricul-
tural Labour Inquiry Committee has 
also reported, we find that the income' 
of the ordinary villagers out of a 
populatiOn of 500, except for 30 or olD 
persons, in the villages I have exam. 
ined, is less. On this question, the 
Second Report of the Agl'icultural 
Labour Inquiry Committee may also 
be considered in the Finance Minis. 
try. 

As regards indirect taxation, 1 do 
not deny that for the Third Plan we 
have to find resources. I am not ar-
guing indirect taxation as such, but 
we have to see this aspect of the 
ques.tion, whether in imposing this in_ 
direct taxation on the agricultural sec-
tion who constitute more than 80 per 
cent. of the population, we are not 
imposing a higher taxation on the 
agricultural people. Let us 
take even this year's budget 
proposals. Take, for example, cloth, 
mill-made cloth woollen cloth, cop. 
per, zinc, ~ -  etc. Many of 
these things are purely affecting the 
village population. So out of the tax-
ation, the major portion will have to 
come from the agricultural people. 

A.s I said, we want resources for 
'lur Plan. In fact, I congratulate 'lur 
lIi'inance Minister on coming out with 
proposals to completely cover the de-
ficit of Rs. 60 crores, even giving a 
talking point at the time when genersl 
elections are coming which I find al-
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ready the Communist leade'r has taken 
up, the question of the common man 
and taxation. Conceding even that, 1 
would submnt that we have to find 
resources. There is nO doubt about 
it. I congratulate the Finance Minis-
teT on coming out with a bold budget 
even though the elections are coming. 
But at the same time, we have also to 
look at the other aspect of the ques-
tion whether the proportion of in-
crease as between direct and indirect 
taxes is fair. So far as direct taxes 
are concerned, the new proposals 
would yield only about Rs. :; crores 
whereas the amount expected to be 
realised from indirect taxes is Rs. 57 
crores. No doubt, everybody must 
make sacrifices for the Plan, but I 
want to know whether it is also not 
necessary that people with higher in-
comes, of more than Rs. 3,000 and 
Rs. 3,500, should be taxed more. Even 
in the rate, there may be an increase. 
We know, for example, that in Britain 
whenever they wanted-at least in the 
earlier days-more money, the easiest 
method was to raise the rale of in_ 
come-tax. When we are thinking of 
taxing people who are Ii ving from 
hand to mouth in the villages, when 
we are thinking of taxing betel-nuts-
in our parts, people say that arecanut 
has become more costly than coconut-
I only submit that the question of 
taxing the higher income groups, who 
na've the capacity to pay income tax. 
who have at least more capacity to 
pay than the village people, is an im-
portant question that should be con-
sidered. Most Of the peaple in vil-
lages have an income which probably 
is not even Rs. 500 or Rs. 600 per 
month ..... . 

An Ron. Member: Per year. 

1'7 hrs. 

Sbri Achar: Per year. 

Of course, it is a well known fact 
what the income of an-ordinary agri-
culturist is, except for a few rich 
people in the villages. Even the in-
come-I estimated probably is too much. 
But when we are taxing even these 

people, and there is an increast! and 
they are to sacrifice, is it 1I0t neces-
sary, I submit, that people with higher 
income also must be made to pay 
something more? Three croI"es and 57 
crores are certainly disproportionate. 
I would appeal to the Finance Minis. 
ter to consider at least some of the 
items once again, and see whether 
some relief cCI1M not be given in those 
directions. 

As you have rung the be';l, I would 
only mention a few of them and I 
will conclude. I would also like to 
say, so far as newsprint is concerned, 
that it is a very important and essen-
tial item. There also, the income from 
the new ta¥ation is very little. I 
would appeal lo the Finance Minister 
to omit that. And then the few items 
that I have in mind are espE'Cially, 
cloth, betel nuts, coffee, tea :md kero-
sene oil. I would appeal that extra 
taxation on these must go, and that 
should be made up by having a Hltle 
higher rate of income-tax. Thank 
you. 

"'" rim" ~~ : ~  ~~, 
\ill iI'i>IC ~ ~ ~ f"T ~, ~  
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Shri itutl..ik1'1ishna.n Nair (Koz.hi-
kode): Mr. Deputy-Speaker, Sir, I 
rise to support the Budget proposals. 
This is the Budget of the first year of 
the Third Five Year Plan, which is 
really symbolic of the Third Five Year 
Plan. It is an ambitious scheme. The 
Budget has also to be framed accord_ 
ing to the objective of our Third Five 
Year Plan. We are emboldened to 
have this big venture because of the 
success of our First and Second Five 
Year Plans. There is an increase in 
production, both in industry and in 
agriculture'. There has also been a 
large amount of facility afforded for 
employment. That warrants a ~  

which is more ambitious than the 
prior two schemes. 

Regarding the taxation policy, we 
have to congratulate the Finance Min-
ister because' there is a general ap-
proval of it. It is well-balanced, well 
spread so much so it would not be 
felt as a burden, and, as such. people 
are prepared to bear the sacrifice by 
supporting it. There is bound to be fI.n 
increase in-the proportion Of indirect 
taxation when the State functions as 
a Welfare State. Direct taxation is a 
legacy of the colonial system of ad-
ministration; and indirect-taxation will 
be followed mOore hereafter in our 
socialistic pattern of ~  I 
have to congratulate the Finance Min-
ister for the bold step he hM taken in 
this line. 
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More stress is laid in the Five Year 
Plan, as also in the Budget, on indus-
trialisation. It is admitted that the 
difficulties Of India can be got over 
only by rapid industrialisation. Major 
allotmept is made in the Third Five 
Year Plan by allotting 24'1 per cent. 
for industrialisation. But we find that 
in the implementation of the industrial 
policy due weight is not given to re-
gional balance, nor substantial help 
to undeveloped portions. 

On a perusal of the Second Fi ve 
Year Plan you will find that the total 
outlay on industry was Rs. 1094 crores; 
but. actually, it came to Rs. 1450 
crores. Out of that Rs. 775 crores was 
given to Centrally owned industries. 
Annexure XVII of the Explanatory 
Memorandum given along with the 
Budget papers will show t.hat these 
things, excluding expenditure on 
Finance Corporation and such other 
corporations cnml'S to about Rs. 505'55 
crores. You will find no attempt to 
adjust it regionwise Or to bestow more 
monev on undeveloped areas. Kerala 
gets Rs. 1'22 crores-Rs. 25 lakhs for 
Travancorp Minerals and Rs. 97 lakhs 
for Hindustan Insecticides. Kerala's 
population is four per cent. YC'U wiI1 
find what a disparity is there and what 
injustice has been done to it. 

I have to congl'atulate the Govern-
ment for having given Kerala the 
seeonci ~  to ~  for the 
injustice done in the Second Plan. 
During 1 he Third Plan period. the 
public-sedor will get Rs. 1500 crores 
and the Central undertakings will get 
Rs. 1470 crorps. But ~  apeal is that 
if the regionnl disparity is to be avoid-
ed, the undeveloped areas must be 
substantially helped. Annexure I to 
thE' Draft Outline of the Third Plan 
will show that there are many indus-
tries which are to be installed in var-
ious parts of India. The Kerala Gov-
ernment had put up their claim for a 
heaty electrical plant. Two such 
plants are proposed to be set ·up. The 
technical committee studied the sites 
and substantial1y approved the site at 
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Cannanore. But unfortunately, Ute 
Czech .. experts did not visit that place; 
they visited. Andhra and Madr81l and 
they did not visit Kerala. Why? 
There is a misgiving that Kerala ,nay 
have the same fate as it had durin, 
the First and Second Plan periods. 
Kerala deserves proper attention. It 
is a very small State, double the size 
Of ordinary districts. The density of 
population is 907 per square mile as 
against 312 for all India. The aver-
age number of workers is 90 per fac-
tory. 46 per cent. of the factories nre 
seasonal factories and agricultural 
labour constitutes 21 per cent. as 
against 13 per cent. (all_India). The 
unemployment of agricultural labour 
is 125 days in a year as against 82 
days for the whole of India. Edu-
cated and uneducated unemployment 
is rampant. 

I wish to make it clear that Kerala 
is also doing her utmost and not 
merely requesting help to bl"' given to 
her. The Budget of the Kerala Gov-
ernment will show that they had come 
fnrward with taxation proposals for 
Rs. 1 '98 no!"ps out of a total budget 
of Rs. 54 crorrs. You will be surpris_ 
ed to find that taxes are levied on 
land-it is now double the rate. The 
food stuffs are also taxed. I do not 
think that any Sfate in India is taxing 
the food stuffs. But all other avenues 
are lost and as such they have shown 
thE'ir willingness for thf' utmost sacri-
fic!'s. It is the dut" of the India Gov-
f'rnment to ('om!' ancj hrlp !';t1ch State!! 
which are prPDaI'ed for doing their 
part wit.h ~  sacrifice than the 
rest of India. 

The presenl Kerala Government has 
tne backing of the Pl"ople therf'. The 
Industries Minister there is very popu-
lar and he was able to get appllcation!l 
for 75 industries. Out of t!1p.m only 20 
were given licence. I hope the Minis-
try here will see that there is no un-
due delay in these CUH. 

Another important thing which we 
have to think of is the food problt'm. 
The hon. Food Mini!!ter by his marte 
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band haa made it less comp)i.cated 
than it was before. Kerala is a chro-
nic spot; it is over populated and 
there is always deficiency. But the 
Kerala Government has been tloing 
its mite. In 1951-52, they produced 
about 6,Ol lakh tons of foodgrains, in 
1955-56, they produced about 8.61 
lakhs. In 1960-61, they produced 10.85 
lakh tons. . 

They are doing all these thing ... &t 
J submit, Sir, the Central help is not 
as large as it ought to bt!, because on 
• perusal of the Second Plan you 
will find that the contribution by the 
Centre t() the State fund ~  respect of 
Kerala was only 45 per cent. Fair 
the State of Bombay it was less-41 
per cent.-but all the other States 
got more--Madras got 49 .per cent, 
West Bengal got 54 per cent, Uttar 
Pradesh got 55 per cent, Biher got 60 
per cent, Mysore got 66 per cent. and 
others got more than that. 

Before c6ncluding, I would like to 
say a few words about the Kerala 
banks. Unfortunately, on thE" eve of 
the framing of the Third }i'i'!e Year 
Plan there was the crash of the Palai 
Central Bank. It was a ',najol' bank in 
Kerala. The-se private ~ "Np.l'e the 
only source of funds fer [he mer-
chants and others there. After the 
crash of that bank some five cr six 
other banks were also in difficult 
situations and moratorium wa> ~  

ed. The Government Of IndiE has 
taken a policy of amalgamating some 
of them so as to make ~  subslan-
tial. Sir, I do admit that the Finance 
Minister is taking interest in it. hut 
our anxiety is that iC is not being 
speeded up as it ought to be. Mv 
request is that the Finance Minister 
may bestow more attention on it and 
see' that· the integration of these banks 
is properly attended to and at a 
speedier rate. 

Sir, 1 thank you for having given 
me this opportunity. 

Shri N. R. Munlswamv (Venore): 
Mr. Deputy-Speaker, Sir, at the out-
set. before dealing with certain sali-
ent features of the General Budget, I 

may be permitted to say something 
in general about this Btldget. 

The Finance Minister was uniquely 
placed in the sense that he has had 
enough of encomiums and bGuquets 
and also odiums. He has had odiums 
from a certain section and bouquets 
and encomiums from another section 
of the people. 

When we examine this Budget from 
a proper aspect of the question we 
can only sympathise with his lot. 
Sir, he has been enjoined with the 
responsibility of seeing that the Third 
Five Year Plan is completed success-
fully and that it starts with a good 
beginning. That is an essential bur-
den that is cast on the Finance Mi-
nister, and he has to discharge it in. 
spite of the various difficulties. 

Sir the approach that he has made 
in ~  of this General Budget is 
really a magnificent one, because in 
an undaunted manner he has resorted 
to levying taxes on certain commodi-
ties for which there is a hue and cry 
from all over the country. 

When one examines the position in 
that fashion one has to give a patient 
though t to the background of his 
mind. I am sure the Finance Minis-
ter must have spent a good lot of 
time thinking whether to levy a tax. 
whether it should be a direct or an 
indirect tax, and what type of tax 
he has to resort to  to get the neces-
sary resources to see that the huge 
Third Five Year Plan is implemented. 

Mr Deputy-Speaker: I hope the 
hon. Member would like to continue 
tomorrow? 

Shrl N. R. Muniswamy: Yes. Thank 
you, Sir. 

Mr. Deputy-Speaker: This discus-
sion will continue tomorrow. 




