- M. R. Hasani's speech in the Lok Sabha on 22.4.64
in the course of the discussion on Companies (Profits)
Surtax Bill, 1964

) Mr. Speaker, today the louse is somewhat in a position of an an ~climax after

, the debate of the last few days on the finsnce Bill. Gmgatnthuf:lhgthut

yesterday one witnessed somebody being murdered; today one only sees the poor man's

By pockets being picked to see what the pickings are. In such a situation, all that :
-, - One cando is to repeat one's protest both asgeinst the original crime end the

* petty thieving that follows.

It has been said that the Super Profits Tax has been scrarped. [he
speaker said so. On the contrary, it has notbeen scrapped. I:ipl;dtim nnmamh::m
.~ been changed, and certain other chunges have been made. ihe cleim in asde that this
L r.* is better than the super profits tax. I agree. I think, taken zs a separate
- wegsure, it is a better devised meusure, is wore equiteble. It distributes the
v burden wider. I do not at all demy that, measure to measure, it iz & better devised
. measure. But the relief that this change gives will be limited to & nuubay of
; _+  companies which had been éxtremely hard hit by the SPT, I aw glad they will get
£ E the relief. On the other hand, many .companies which had escaped super profits tax
are now brought yithin the ambit; particularly section 104 companies which had
: k"' eacaped the earlier measure will now also share in the burden. Lost year, Hr.
5 Morarji Degai, my hon., friend's predecessgr, had stated:

“If the effect of the ocuper Profits Tax is to retard development

and the growth of the cerporate sector...then the weasure would

-t ; not be justified and I would b the first person to ask the
W House for a repeal of the provision.”

Ths hon, &inister has stated earlier, speaking on the Hudget:

p "There has been considerable criticism in respect of the super
profits tax and the uneven nature of its effect on industry as

. B whole. The set result bas been that it has produced = paycho-
Y z logical resistance and has to some extent affected industriael
o= growth"

1 Onz would have, therefore, expected that Mr. Horarji Desai's promise of repeal of
L . that dct would have been carried cut. But all that we find is replacement of
: that by & measure broadly the sases

The rzal point against this messure today - I em oprosing the Lill as a whole

it — is t zt there is no cese for a Surtax Bill. . ourtax Bill would only be
: ‘vstified if the level of profits and dividends were inordinately high. 1If one
s tnkes a2 cumilative view, one finds that the cumulative effect of the dividend
3 tax of 7.5 percent on all dividends, 10 psrcent additio.sl corperate taxation on :
= - wual. cowupandes, and the capital gains tax on bonus shares combined, along with "
&£ .-, t.e est-te .uty and the gift tax and personal texation, mckes it more than certain

+ it the already low lewel of profits and dividends in this country will be

& . furtber depressed.

Ly NI i rely on the studies of the ieserve Zank of Indiz to show that the level
of profits and dividends is already low and that it does not Jjustify thls meesure.
These studies on the working of 750, 1001 and 1333 companies, covering respectively
two-thirds, three-fourths and 87 per cent of the total peid up copital of public
limited joint stock companies opersting in this country, shows that in the case
of industries the percentage of dividends fo net worth — thot is, ocapital plus
reserves — ranges batween 4 percent to 7 percent glving gn averags of & percent
and the percentage of dividends to paid-up cepital varics from 7 percent to 12
percent yielding an average of 11 percent, It also shows that - portion of the
profits is distributed as dividend and that the balance is, in the form of enforced
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- the amount so retained hyn_aﬂmra'gg#'pnmt_qr'ﬂn net worth and 6 percent 1
of the paid-up capital. Out of thc total gross capital formation of about fs.1450 !
crores between 1951 and 1961, the internal resources of the coapanics covered by b

the Reserve Bank survey accounted for about 50 percent of the total finances ;

Now, when the current rate of bank borrowing in this country is today any~
thing from seven to eight percent, when the debenture and preference cepital
easily raised at nine to ten percent, can, by any stretch of imeginstion,
equity dividends of six percent on the net worth and 11 percent on the paid-up
capital, be called excessive or extravagent? The snswer is o clear "io." .nd
that is why there is no case whatscever for this Bill being hwrought before Parlia-
ment today. It is the proverbil last straw which would bresk the camel's back.

If there be any awareness of the r-alitics on the part of tho Treasury
Benches, they would have come today and said: "Stop: enough damage has been done
by us; we will now drop this measure." But, of coursa, that would be too much
to expect, because, Sir, if I may say so, the country is todey in the hands of
economic quacks.

The patient suffers from low blood pressure. There is stagnation. There is
angemia. But the patient is now being treated for high blood pressure instead.
It is just lilke a patient suffering from low blood pressure having leschss put
on him to draw away the little blood that remains in him! This is the kind of
treatment that this country is being touay subjected to. The leeches that are let
loose on the people tq draw away their blood are the buresucrats and the politi-
cians in office; the new vested interests who work together; 2s I said, the
combination of the kalaviyas and the Serajuddins who batten and fatton on the
cmtw tﬁﬂ.&}rq

As I have said earlier, this budget as a whole, including thia 3il., is an
| attempt at industrial conscription, It is on atteanpt at conscripting all the
investible resources in the hands of the Govermment, just as in time of war all
the blood and the lives of young men in the country are conscripted by the
Governsent in defence of the country; in gne cause it would be justifiable,
becauss it would be for the defence of the country. But hore it is not the defence
of the country but the interests of thsse new vested interests, of corrupt busi-
nesamen and corrupt politicians worling together.

Twelve months ago, my hon. fricnd's predecessor showed the sz self-
confidence, the same self-assurance fhout the effect that it was goimz to have,
" that was going to do to the country a great deal of service, by the 8P ad by
the Compulsory Deposit scheme. We saw what happened within six woi. of tiesc
dills. I regret that my hon. friuud, the present sinance nindster, scaus to
be basically following, with slight deviations, in his predecessor's Tootatuns. I/__
regret it, because he has the intslligence as he has shown by k.-tQpl .i& spocen |
to understznd what the resl remedy is, be diagnosed low bloo. T BelUro. W 578 |
we must give a dose of stimulation ¢nd then what does be do? @u juis Jucelcs
on tie patients to draw away the blood! This contradiction bBotie. Lie oim under- sl
standing of the situation and his own diegnosis end his treatwent in vt is really
going to harm him in time to come and to harm the country, both of wiich I would
deplore.

The Planning Commission, I am gold, — I read just this morning in the papors =
are now engaged in en exercise; the exercise in which they are engaged is how to
Taise the rate of growth from the presont miserable two percent or thercabouts to
seven percent, so that the targsts can be achieved, Sir, I wish them lugks I
wish we could raise the target to seven percent. But those are not the wen and
those are not the measures by which the rate of growth can bo sent up to seven
percent. Until this Government is changed, there is no hope of tids two percent
going up to anything like threc, four or five percent, lesve asida soven percent,
becsmse of the mistskes that have been made being repested over and over




told that every country gets the Jov.rme at tiot it Cosorves. That ¢
and no doubt in ths couing twelve wontis, ti. viols country and #
for the mistake that the elector-to woae in 1562. Tut of all B
country who made the mistake, the woot culpahl. -af the most

criminal sre large clements of our business classes. They Wod bwen ~nly werned;

they Imew what they should cxpect from this group of peonle with their .arxist dogmas

end their State cepit-list pattern. But yet, the lerge bulk of thoa went and got

on the bandwagon and helped in returning this Governuent to power.

Shri Hath Pai: They have everything to do. Find out; Jjust resd that pert of the
lighalancbis Committes's report, where avery institution has becn used for the

bencfit of fbusiness in this country. They do not invest without Mmowing /Jbig
their banefit in return.

Shri rasani: I was going to say - I agr.c with Shri Nath Pai bosic~ 17, o little
before he intirrupted me, that these clements in the business cl-ssus, - unfortunately
in Indin they have boen im a majority — they howve put their fwwdi tu aliort-tam
interests chood of their long-term intervsts cnd the inturcsts of ). countr- ss

a whole. They have tricd to go im for the quick rupeg, throu h seowite =nd

licences, rather thon consider what Yind of country their chiliron will B .rowing

up in, whether those children will be nble to bresthe the free ~dir of = fres socloty or
would suffer as robats under o totalitarian dictatorship.

Shri Joachim Alva: Some leading busipessmon in India gave 50 percent to tho
Swatontra Part}'. :

Shri nath Pai: 33 percent.

Shri hcaani: That is oxoctly whot I was 4rying to say: cven if o handful of thom

picked up thot much coursge, they hod to reinsure by giving twice ~a awch to thair
opponents as they gave to thoir friends! That is excetly whot I -n roforpin, to. .
Tho fact is, with honourable exceptions, the bulk of the Suginuse el ss, iacluding

many honest busincssmen unfortunately algng with the b~ . Jigs, h vi Deca indulging

in this very short term device of feathering their ovn reots wd 1.%%in; the

interests of the country and their own fundoucnt-l intrats 0 1 2B

Yeor after yoer, wo sce the nausenting spectncle of thuss 5 tuvings of husi-
noasien mocting in selhi in tho month of .arch inviting for th. inu ur: 1 ~ddrgse
- who? - not thoir friends, but the Lord High sxocutionor -~ ca Gilwict “ad sullivan
would ave called him - who goss every yerr nd gives thum o suart 'St in £he penta
for which they pass a votc of thanks! :

Shri Nzth Poi: The present Finance ministor is on oxcoption.

Shri sesani: This shows the servils end supino cheracter of 1xg. 1. .ntn ef tids
class. «e noy say, ict thom cotch it; thoy dosorve if; I wowie 3o it L
only the interests of a handful of tnesc big businessmen %o whom o1 . .th Pai ,

roforred were involved, 1 would bo the lant to shed & fosr, but fi. oef uanias U @
that since wo want capital fommctian, siice wo wont o dmercns. o grewki™ &, ¥ -
tho culy way is for the first priority to be givon to incrscsct @ (tufl &ad = & 5
incroascd productivity. We neod those pouplo; we canmot do with. & ©rm. In tacr v

words, free ontorprisc, such as it is, is an cseential cloment in ¢ :rw’u.:'_.r_y.
The alternative is communist dictatorship of tho vhinssc and Rucsin v -"-5‘- o

that is why, whether thay descrve it or mot, omo has to give thoa | 131140 &
collect the capitsl which the country roguires for eapitsl form til.

The m jority of businessmen, as I insist, erc gusd henost pocnic. e i
boing lod or misled by dubicus elemonts. It is tiue, after this mdzot, th t thoy
opened their _yes end assertod themselves and the busincgemcn with cl.f o henpds,
who have nothing t hide, come forward emd gave a corroct lead to thoir closs. Tids
is now probably the last warning thoy have before thoy are liquiil-"-:-d-. I thy






