Eﬁﬁhiﬂmthislitﬂemqmttam
t was under discussion, during the general dis
ot, I was sorry to find that none of the main arguments that I had ad
in regard to the harshness of the excise duties and indirect taxatiom,
ationary character of the Budget, nor the possibility of cutting down
@lopmental expenditure, were answered. But the hon. Finance Minister chose t
or two and pass on to other metiers. -

The hon, Finance Minister would never make any inaccurate statement if he wes
of that. But just to show how, in the passion of debate, one gets into aa
ng, I say this. He allowed himself to say something which is not fair to h

the House in arguing that we in our Party believe in freedom on everything. I

He is completely swatantra.

He is swatantra in everything."
I am quoting from the Finance Minister's spesch:

~ "I say this deliberately because I find in the rules that they have made that im
‘ 4, the Party it is not necessary for any Member to vote together; they can vote as
: they like... Theoy are swatantra in everything."

B

Now, there are just a few words missing to complete the story. If the hon., Finance
--:.. ster had bothered to quote .or read the rules accurately he would have scen that ;

" they say that the Party holds that "democracy is best served if every political party

" allows freedom of expression to all its members on zll matters falling outside the .

fundamental principles of the Party." — .

=== They go on to say that "yhether in Parliament or elsewhere they are given the
* fullest liberty on all questions not falling within the scope of these principles and
" the Statement of Policy."

. Shri Morarji Desais What are the principles?

* Shri M.R.Masani : Naturally, the Statsment of Policy and the principles cover a large :
‘ground of political and socio-economic affairs that affect the country. Thorefore, the
hon. Finance Minister will realise how even an honest and careful persen like himself
. “pan be carried away when, instead of trying to answer arguments, he allows himself the
luxury of throwing a jibe a2t his political opponents. I hope on this cccasion he will

I try to teke part in the dialogue which we in a democracy try to carry on.

Now, to get to the subject. Last timo, on the discussion on the Budget, we from =
these Benches had opposed the indirgct texation which forms the main feature of this
Budget, and I do not propose to repeat that plea. Public opinion in this country has
" manifosted itself and yesterday's hartal throughout India organised by the radio trade
| has also shown the depth of fecling in this matter from the sections and inforests
concerned. Todey, I would rather concentrate on the direct taxation measures of this
Budget, and the moin point to which I would focus attention is the increase in the "
surcharge laid on higher incomes. The rate of surcharge has now been incroased from
5 to 10 per cent on earned incomes over one lakh of rupees. It has boen argued that | .
this is 'only Bs.3 crores'. What is this .3 crores? It is always the last gtraw that
breaks the camel's back. This sum of B.3 crorcs has to be teken in conjunction with
the already excessive burden in the way of direct taxation which exists in this country .
The Draft Outline of the Third Plan itsclf edmits that saturation point had been )
ronched in so far as direct taxstion is concerned and it goes on to =&y that no
increase is possible. I will read from the Drpft Cutline of the Third FTINSAS
"As regards income and corporation tax, further increase in yields will

be sought meinly through tightening of tax ndnini.sltz_-_atiq_:_a, wa
accounts of companies and other measurcs to check tax eve




I think it is important to draw attention to this in spitc of the small
erores involved bocause it raises u vory important issue: the issue of
. incomes are good or bad for this country. In this country, a phobia is bei
up by cormunists and semi-communist quarters that high incomes arc bad. |
fditimised and called by the glorificd name of sccialism. A mean instinct is
be made out to be something good. o S

~ Now, Sir, what are the principles of sound taxation? Lot me quote from the e L
latest report on taxation by the Committee of Economic Development in tho United States,
a very high level rescarch and intellectual body: :

; }* "Taxes must be high enough to cover tho expenses of Government ovor the years, =P |

A¥ed

but not so high as to repress growth, or to inhibit risk taking and individua) i
g initiative: high encugh to crcate a surplus in prosporous times, that provides -
; funds for private investment through retirement of government debt, and holps e
o restrain inflation, but mot so high as to prevent the attainment of high : .,1-1'

employment.” ‘!

The needs of the GOVenmn&m?a to be balanced sgeinst the Fundamental Right guaranteed
by our Constitution to our citizens that the fruits of their lebour and their enter—
{ prise will be loft to them for their own enjoyment.

We always talk a groat deal of capitel formation end wof all agree that capital
formation is India's prime need today. But who is going to form this capitel? Since
85 to 90 por cent of production in cur country is done by the citisens of this country
and not by the Goveinment, it is obvious that the formation of capital also is pri-
‘marily the task of the people of Indin and not that of the Government or the State.
It is the business people, professional people like lawyers, doctors and architects,
\  higher civil servants, salaricd manasgers in industry; these are the people who can =
N afford to save n little from their imccme -nd who can invest it in ipdustry - these
are the capital-formers of our country and, whatever we do in the country by way of
- taxation, we have to bear in mind that the vitol process of capital formation must
not be impeded or retarded.

Now, capital formation depends upon profit. Without pmfit. thore would be no
capital formation becouse people who form capital expect profit for their capital.
No Government would be possible unless there was private profit bﬂcanse taxes to
the Government are only possible when private profit first comes into ezistence.

In the lest few days, we have welccmed in our own country as a diplomat a very
distinguished ocademic figure from the United States. BHe, unlike me, is not a s
believer in free enterprise; he is a socialist and he believes in the E‘Im‘:::ith
the State sector in a country like his own. I em referring to Professor G:J-al hruith
But when it comes to a country like ours, which is undeveloped, Professor p ;
hns the wisdom to sce that what may be good for his country may be very bﬂﬁ*’::ﬂ- a
And T shall take tho liberty of quoting him because he has been an adviser Lo A
Government and holds views very similar to theirs. Says Professor galbrnith: Wit Gs :
"o give people income end then remove it by taxation, inflation ::dnﬂgﬂ to 82 '.F&.
thrift is an inefficient and self-limiting procedtr....in poor and ERSE Wil .
governed socicties, private goods mean comfort ond life itself. mfm mm_ :
and sholter, all technically subject to private purchase and gelay hovi



however ¢ ent it way be. This, thorefore, is the issuo. Wisde
- margin of money should be left with people to fructify in their po
sevirgs nay accunulate, and for that you must give incentives.

~ The National Council of Applied Econouic Resenrch in our country, & body

Goverpment-run but certainly Government-approved and aided, has made - :
e impact of diroct taxation on cur productivity in this country. I would 1i
te two or three basic propositions from the report brought out by that body,
nately a few woeks nzo before the Budget was intr:;zupd: The first fact tha

is this, thet the rate of growth end the rate ofprofit in this country are de-
: - There are deuogogues who go around saying that the profits are vory high
‘and must be brought down. The facts are exactly the reverse. In the last fow y
the rate of industrial growth and the rate of profit have beon going down in this
country. I shall quote from the report -~ page 35:

"The rate of growth of paid-up capitel of operating registered companies has
fallen from 10.4 per cent in 1951-52 to 3.6 por cent in 1959-60."

. A big drop from 10.4 per cent to 3.6 per cent.
el "Nor is it correct to say that the rate of profits in the industrial sector 2

-;;t _ . has gone up since 1951. The index of profits after tax ns a percen of
(. net worth for all industries worked out by the Reserve Bank of Indis (on the

"|._' basis of o samplc of companies) has actually shown a declining trend. The
ll index (with 100 in 1950) stood at 124.7 in 1951 and at 84,1 in 1957."

I So profits have been slashed in an unconscionable manner in thie country in the last
ten yoors. But people say that the economy goes on, That is a tribute to the vitality
and the spirit of the cnterprise of our people, not to the wisdom of Govermmont's
policies. If this country has not gone to the dogs elresdy, if we are not bankrupt,
alrendy, thanks go to no one but the common people of India who have tho patriotism

- and the herd work znd the spirit of entervrise to bresk through reactionary and res-

trictive governmental policies.

The sccond thing that comes out of the Report is that the rate of saving has
stagnated. In spito of all the measures that Government have taken, there is no
improvenment in the rate of saving of our people, naturally, for the reasons which we
have just seen. This is what the Report says:

W __.over the second Plan period the rate of savings in the aconomy has not
risen at all, but hns stngnated around 8 per cent of the national inecme."

Then the Report gees on to draw conclusions, end the first conclusion is that
private savings must be promoted by fiscal policies. 1t asays:

"Tt has often been suggested that in Indin higher taxotion is an important :-E.
method of financing public investment. Whatever may be the theoretical merita =
of this proposition, in practice it is found that current exponditure under uf’l‘f
the Plans =5 well 2s outside them is rising so fast that even substantial
increases in tax revenues are almost wholly sbsorbed by the rise ﬁw T
current expenditure; with the result that by far the greater pert of public
investment has to be financed through a draft on private savings and fom
aid....Tt scoms clear that in tho forseeable future, @ large part of
net investhent would have to be financed by private mﬂ-n‘ ihh -
the need to promote a higher rate of private savings deserves the WOVU

A
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- then the Report points out that it can be achieved. It says:
it is desired to bring about diffusion of econonic power and prevent
~ contration in the hands of 2 fow large corporations, it is vitally inpo

encourage the promotion of new enterprises by new entrepreneurs. For

: ihh: as pointed out earlier, individusls oust be allowed ond ; 23
to accumulate sufficient anmounts of wealth." it

the conclusion to which the Report comes is this:

“We recommend that the pace of progression of super-tax be reduced so that tho ¥,
highest morginal rate will becomo operative at a higher level than at present."

I Government in their wisdom have now recommended to us to do exnctly the reverse
what this learned roport concludes. All the facts are clear. The argument is logical.
1t the Government have drawn exactly the reverse of this conclusion: progreasion should
- be accentuated rother than lowored. All this is done in the name of "oquality" and
'v' "gocialism." At this stage there is a choice before the country. There ia a conflict,
W g conflict between the socinlist dogma and the econcmic growth and development of our
country. And I notice that even my hon. friend Shri Asoka Mehta from the Soeinlist
benchos wrote in an article on Tth March thus:

"We ncod to encourage industrial growth, but that must not run counter to our
socialist objectives."

Shri Ascks Mehta therefore concedes that economic growth is only te be allowed to the
extent that the contrary demnnds of socialist dogma do not get over-ridden. He is a
socialist and he is entitled to put his dogma higher than the national intereet. But I
would ask whether Parlianent as a whole whichk is not wedded to this dogma has n right to
retard the growth of our national industries, to retard the growth of the standard of
life of our people for the snke of this socialist dogma to which my hon. friend is
committed?

Thirty or forty years ogo, people mede revolutions in other countries in pursuit
of the same dogma, but they lenrnt later than equality was inconsistent with growth and
progress. So they threw equality on the scrap-heap. The leader of my hon, fricnds

s on the right, Mr. Stalin, said as far am back ns 1932 that "equality is a petty,
bourgeois conception worthy only of a primitive scciety...It has nothing to do with
gsocialism.”

Mr. Kosygin, one of his followers, who was in our country the other dey as a gusst
of our Govermuent, is reported 1o Yoo seid thodfhe wes distressed to find that our
State enterprises do not pay a8 good salarics and wages as private industrislists do
outside. He thought that it was a bad thing ~ that State cnterprises wero poying
their labour and their officers too little. It is reported in the same press report
that he referred to the incentives being offered in his own country. Now, we know that
in Russia, the manngerial class, the new capitalist class - if you like to call it?
the new State capitslist class — is paid very wuch nore, in differentisl fterms compared
to the workers, than the managers and capitalists in Ameriea or the capitalists in
Britain today. The renge of inequality in Soviet Russia far exceeds the inoqualitics
in income butween the poorest ond the richest people in those countries. Thet is not
because thoy love to go back on their dogma, because they ere hexd realists and they
have learnt the hard way that equality does not go along with progress. Inoquality is
a necessary part of 1life, within certain limits, under cartain_controla ond H!“J"'
tions. Inequality is the price of progress and the whole of histary shows t::* ¥

i i nlity the be no ss in humen affnirs, Therefore it is a neces=
::3“; Enlggﬂnﬁ;i)tzﬁﬁ ﬁ"it hos ‘tgrgem:nlemt&d while hunan beings and human nature e
arc what they ore, I suggest that, in whotever else we do not follow Soviet Russia,
we might follow it in this particulsr regard of econcmic rcalisa end give up T
when it becomes clear that the dogun of equality does ucwmt of the growth

_.fs'-" .
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~ yoor poriod. At the ond of five years, he has the right to ro-enter ICI without losing

civil sorvants, who are usderpoid in our country”. The logie
want in vur State cnterprise efficient uenngers, we should be pr
kind of anlary thot they would get outside, '

~ Let me give an example from Britain, which has a very heavily socialised secto
the other day, the British Government appointed Dr. Beeching, a very senior
ecutive from Imperial Chemical Industriea, to be the Chairman of the Reilw '
ritain, and this appointuent was made on a salary of £24,000 a year or Rs.26,
certainly a vory big salary. Therc was o furcre, ond the British Govermmen
of Commons justified this appointuent by saying: "We cannot get good braius,
nnot get talent if we arc not prepared to pey for them. Therefore, since wo wan

t people in our State sectors, we shall coupote for them with private industry.®
Phnt is the spirit, and the London Econemist ; points out that this remuneration was
fixed to match what Dr. Beeching wns reeeiving from the ICI, avernging aver a five=

-
L4 1

his pension rights, end so on. So, cverything was done to nake it possible for this
very talented man to come and tnke charge of the British railways on the basis that in
fivo years he would convert losses into profits. That, I sugsest, is tho spirit of
real socinlism end not the spirit of pulling everyone down to the level of “the poorecst
mietiber of ocur cormmnity, .

Mr. Chaiman: The hon. Hember's tinme is up. -

Shri M.B.Mpsani: I said that direct texation in this country was alroady too high.
Let me just give the figures before I conclude. The surcharge has been nade applicable
end it rises from five por cent to ten per cent on incomes over R 1 lakh. Let us sce
whata nan earning Bs.1,06,000 per year in our country today pays ccnpered o man in otler
countries witk the same income. A uoan with Bs.1,06,000 in Indin today pays 53.1 per
cent on his carned incoume by way of taxes. Excupt for one country in the whole world,
everywhere clse in the world, o man with that nuch income pays much loss. In the UK.,
for a man with the saue incene, it is 46.2 per cent; in West Geroany, it is 35.5 per
cent; in France it is 25.9 pur cent - half of ours; in the USA, it is also half of ours =
23.1 per cont; in Conada it is 27.1 per cent; in Japmn it is 36.8 per cont, The one
country where the rate is higher for the same pen is Norwny; the rate there is 62.8
per cent. But Norway has mot got the eggregation of dircet taxation that wo have. _
‘When you add the wealth-tax, the cxponditure toxf and the capital gains tax to such a man,
it is also likely thnt he would also pay at that level, namcly, on Rs.1,06,000, So here
we have the highest-toxed man in the whole world.
This is borne out by the statement of Mr. Richard S. Perkins, the Chairnan of the
Executive Committoe of the First National City Bank of New York, who recently soid:
"We operate in 30 countries and I find that the tax-rate here in India is the
highest."
He gove that as the resson why foreizn capital was shy of coming into the country. :‘:1
in Indin need foreign capital. We should throw our doors wide open fo foroign copital
o come at its own risk and develop our country by bringing tools and manlﬂ.nﬂ'{{ l."b:a -
¢hnt our peoplc could be put to work, because we have too mony people ond x Hﬂ o
capital. Hore in this way we are inhibiting the coming in of privete capital ¢ :
retarding the growth of this country, ’
411 this omounts to punishing herd work ond to punishing succosss e
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so-called

n Hon. Member: So-called? ‘ :
hri M.R.Masani: So-called. I use the word advisedly.

I found %y were reslly supporting the Budget the Finance T
_proposals that he has put before the House. e e o
 Shri Dange, quite rightly, attacked the new indirect taxation, the excise duties,
@5 a burden on the poor. There can be no question that on that ‘;:’wn. right. He mr'
- right in questioning the conception of the Finance Minister about what "the common man"
a f'iwm.h 1f the common man is one who is not to drink tes, who should go without
_‘_-? ™ .f‘ree. who should never touch a cigarette, whomd not chew a pan or have a betel
I 5 ggﬂnnlwul&aaythat such a man is very 5 Thehnn.ﬁmm;"'!o’?
B o we have great personal rogerd, is indeed a very uncommon man, with his abstemious-
g ness from the little pleasures of life and the little comforts of life, which we all
_like to share. But he must not try to cast the common man in his own image. A few
people like the hon. finance Minister raise the temper of our national life, but if all
« of them were to be like that, we might draw back a little in horror from the kind of
‘nation that we would be! We like people to be human, to enjoy their tea and coffee
end smoke their cigerettes. We like a little joy in life.

. Shri Morarji Desai: 1 have more joy than ivou have.

i H.H.Maseni: Certainly the common man wents a good life, he wants a happy life, q
-’ ttle joy im life. " k

@

. Shri Dange, having wade his point, tried, rather helplessly, to distinguish the
obgect of his criticism from what goes on in the Soviet fatherland or motherlend, and ?
guite rightly Shri Asoka Mehta and Shri A.P.Jain pointed out that ithandly lay in the -
mouth of any one who accepted his theories from the Soviet Union to question & system
. of taxation where the largest emount of taxation falls as a burden on the conmumer, 3
4 the poor man, because in that country, as we know, the turnover tax, which is nothing
+ mdre ‘than a sales tax or excise duty, accounts for 40 to 50 per cent of the total

us

L

5 income or revenues of the Soviet State. Then another 20 or 25 per cent is added from
-. the profits of State enterprises, which again is indirect taxation, because it adds Bt
to the price of the product.which is seld to the consumer.

* let me give an exsmple. As we know, the prices paid to the collective farmers for
their wheat are very low. The State has the monopoly of grinding the flour. By the =
time the wheat becomes flour and comes out of the State flour mills, the price has gone
up many times over. This is how it is indirect taxation on the bulk of the consumers

Shri Tyagi: Don't preach it bere.

Shri M.K.Masani: Since Shri Denge was questioning the hon. Finance Minister's right !
to brinz in moral concepts and to deprive the people of the joy of living, I would 1
refer him to a Communist magszine, a monthly in the Soviet Union, the Kommunist of H
Merch, 1961, where, in very similer lenguage, the Soviet editorialists flay the common {
man for wanting a good time and for wanting camforts in life, preaching in the same :
moral tone that our Finance Minister does in India. This what the Communist megazine Fo
|

"In vecent years, Soviet citizens have shown a growing aspiration to "
ensure for themselves a comfortable standard of living..." [

—that is & matter of complaint in the socialist world, and it says that they do it | 3

says:
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enterprise, he would
the Government can ever hope to do. But then why this
) State Capitalisn? If you aiiow politicians to initiate scl
0 cerry them out, how on earth cen you expect any profit at all?
classes who know how to produce, or how to produce at a profit, and
or Galbraith, whom we shall soon have the plessure of welcoming in
a great advocate of the public sector and e socialist, decries our ¢
office socialiem" which cannot make profit and only +ries to avoid

Tﬁat is also why an apt e~nlogy for tho State which tries to produce or enter
iness has been given by the British liberal economist, Mr. Graham Hutton, wh

¥ describes State enterprise as a dog.in the barmyard. Tha dog cennot ley egge himself
- ‘but, by constantly barking, he prevents the hens from laying egza alsol 3y

That being the case, Shri Ascka Mehta himself will have to accept the fant“blt i“f’i

. Be wants State enterprise in India on a large scale, it will have to be wiprofitabls
"1:, Ir Pa does not want that, he must reconsider the very ussumptions from which he aﬁ&i“*

11 &
T Yy

f  Shri Ascka Mehta: Reconsider socialism?

Shri M.R Masani: Therefore, neither the Communists nor the P.S.P. are Opposition parties.
‘They are, as I have said on a previous occasion, mere satellites of the ruling party.

‘They are mere pressure groups who want to pross the ruling party slightly one way or
another, but the combinod effort of both is to push the ruling porty, in effect, further
and. faster down the slippory slope of State Capitalism and socialiem. " -

" There is only one party which provides an alternative way of life, and that party
provides gn alternative way of life beccuse we reject lock, stock and barrel, the
entire pattern of development on which the present Governzent is set. We rejoct it
because we say there is a fundamental choice before the country. Either we accept a
State-directed or command economy, where decisions as to what is produced und et what
"'"‘: price it is sold sre imposed from the top on the common pecple of this country, which
is basically the Communist pattern, - we reject that - or we go in for reul eCuscisc
democracy which contists of the process of leaving the people of India ...

Ch. Ranbir Singh (Rohtsk): Laissez faire.

Shri M.R.Maseni: ...the freedom of choice to decide whal chall i. produced and what ‘
shall not be produced. _ S

My friend Shri Jaya PreMesh Narayan —zk.5 the prievence that in a parlizmentary
democracy the people only vote once in five years, and then efter that they ere helpless.
There is some force in thet contention. #hat is the woy that we supplemant_ parlionen—
tary democracy? I saey that we can supplement it only by economic democracy whera every
day the men and women of India go to the market plsce and cast an aconcmic ballot. -
They decide what they went to buy, at what price, and what they do not want to W;:u
Every time that an hon. Member or a citizen of this couniry, or his wife, or mﬂﬂ:ﬁ 4
child, goes to a shop, he or she casts & ballot by deciding that be or she wants this |
kind of sozp and not that kind of scap, this kind of brush and not thet kind of brush,
tnis shoe and not that shoe, this cloth and not that cloth. EBvery time He dosa Shsts
he exercises & frocdom of choice. If he does not want to buy, he exercises a wg»:;
freedom of choice by saying that he does not want' to buy. Out of ail these vutas that
are cast every day in the bazaars of India, we get a collective hallﬂ.'ﬂ Genoral
Election taking place every day in this country. Out of this consutcrs mfm-‘

ey




5 of competition, by Mﬂg”ﬂhﬁaw ' other kind of ly, comes the

right to determine the pattern of pre ﬁmm in this mrt:% of u..‘"

prefercnces of the people of India, the industrislists, those who went to make
‘come to know what it will pay them to make end what it will mot pay theam.

This is the broed philosophic choice before the country. On &

@qﬁiﬂiﬂ and Communist pnr:z::f and the present anrmsntb?am alluiinan::p :‘l::;.ihm
economy, we pu ore the country the concept of decentralised economi !

.M;that@mdﬁjihadathaﬁrtwhgnmmd that if he had his way tho&eaamllun:

‘of India's vsults should be opened and the gold thet was there should be distributed

‘among the people in all the villages of Indis. That is how economic power is uﬂm;

a little particle’is given to every man, woman and child in the country. That is the

Teal choice before the country. ;

Having posed a real challenge to the Budget, of which, as I have said, we do not
‘accept any part of the philosophy, I think it is right to say that/is mischievous in
three ways. First of all, these edditional levies undoubtedly contribute a blow to the
- lower middle classes and the common people of this country. Thia is ill-deserved, after
all the burdena that have been cast on them in the last .

has estimated that alresdy a rise of sbout 5 per cnn?caind?:gzdﬁrban'm:og uu ﬁ?m
occurred ss a result of this Budget. ind we may take it that that will be the nature
op measure of the rise as a result of this Budget.

s

Secondly, apart from the burden on the common man, these excise duties will injure
the process of industrialisastion and aggravate unemployment. Already, as a reault of
the excise duty on power looms, I beliave tha thing up to 15,000 men are in danger
of being displaced in the artificial silk and’cther textile industries. As a result of » =
the excise duty on metal sheetes and circles of copper and zine, 5,000 people are already
unemployed today in Jagedhri in the Punjab. And they have come in deputation, both the
manufacturers and the workers, appealing to the Ffinance Hinister not io destroy that
industry. That is only a small industry. They ere not capitalists; they are emall =
workers, men whom Gandhiji would have liked to see come up. Those are the oneos that .
feel the pressure of the excise duties. In Mirzapur also the small scele industry has
been mortally hit alveady by these excise duties. The excise duty on diesel, which is
a great triumph on which the Railway Board lobby should be congratulated, will reatrict
transport of goods and people. Finally, the additional duty on newsprint is going to
affect adversely the newspaper industry, e necessity for the minds of our people.

In these waye, along with the reduction in the development rebatc, the import duty
on capital equipment and the surtax on earned incomes, cconomic development will be
impeded by this Budget. If the House dovs not wish to take my word for it, it knows
Professor V.K.R.V.Rao, a Leftist and a supporter of Govermnment's policy. Let me quote
from a newspaper oft 3rd March hLis comments on the Govermment's proposals:

"There is a danger that the wide arrzy of tax on intermediate and capital goods
might affect both the pace of intecrnl development as well as the build up of
export capacity. He thought that the vast majority of the new excise duties
would result in a rise of the cost of living and the consequent threat of an
inflaticnary spirel."

And that brings me to the third mischief of this Budget. At n time whon everyone
agrees, and the leaders of Govermment themselves agree, that nothing must be done fo
aggravate inflation, this is glmost a delilferste act setting in motion further infla-
tionary tendencies.

The Economic Review itself supplies the moterisl. During the Second Plan, it
points out, the real income of the Indien people rose by 19 per cent. But the money
supply rose by 35 per cent. If this is not deliberate inflation of currency, Ido
not know what is.

The hon. Finance Minister last year said that inflation was not caused by the
monetary policy of Government but by the rise in food prices. That alibi that may have
existed then has gone. The Bconomic Review, on page 9, points out thot aince 1958,
the food prices, if anything, have declined. /And 80, it cannot be claimed that thed
inflation that took place in the last year is due to a rise in food prices. It isdue
o the monetary and financial policies of Government and the nature of the Plens on

which they are launching.

The Survey also goes on to point out that at the end of 1359, the index of whole-



In this context, what can the Chief Ministers' Committee do to hold t
when the Union Governzent goes out of its way %o meke & dent in the
of realism is it to say that the Chief Ministers of States shoul
months to hold the price line? Thie is to throw dust in the ¢
Government expenditure will go up with one hand as much as
ip with the other. What you get at an inflated rupee will not be any =
could have got without the inflation and without new taxation. What you ge
‘hand is spent with the other. : ' v

The result of inflation is disincentives to investment, savings and produc

o exports which the Economic Review calla "ths central plank of public policy",
' 5 the past five ycars, our exports are stagnant because our things cost very
- more than world levels because of the high cost structure caused by Governmont
-*‘-r‘u'“t.,- le shall now be even less able to compete in the world markets than we have been in
- five years.

Having made out this case, people 'will say: ‘A1) right, we agree that you have nﬁ!« "
out a case. But what can be done? Somehow the money must be found. Where is the .,
- money to come from?' I challenge that very assumption. This sssumption that the
money has to be found is a complete fallacy. We do not for a moment that addi-
. tionzl taxation of any kind at all is necessary. It is true direct texation has reached
3 .'f . saturation point. If you want to tocx more, then it is the common man or the poors =
b wpapple that are going to suffer, not only this year, but in the years to come if% : "
i policies of Government and the present govermment in office were to continue. I do ’ i
not accept this point that sdditionsl taxation is necessary. I claim that by cutting
.y down civil expenditure and by not indulging in development plans of e Utopian nature,
t £ on unrealistic neture, we can prune our Budget so that the existing texation, high mJ
* it is, would suffice.

L
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How, I shzll be asked to prove this. I shall try end do so. (Int-ermpt_igg‘). .
1 heve my own figures and I do not know whether they will be the same ac what ﬂm Hon.
Member refers to.

Let us consider non-develommentzl expenditure and developmental expenditure apart,
Let us start with non-developmental expenditure. This has been rising, os Acherya
,..-' Kripalani puinted out, athn plarming rate. The Estimates Committeo of the House has
pointed out that a large part of the additional taxetion levied during the Second Plmn
on the ground that it wes to go to the Plen has, in fact, been diverted to non-Plan
expenditurc. Here are the figures. The cost of the Administrative Services hos gone
up in the last decads by B.37 corores. Every year it hos gone up. In 1951-52, the
General Administration cost &.10 érores. In 1960-61, it is R.19 crores; 5.9 crores
extra. Audit cost Bs.4 crores 10 years £go; teday it costs k.8.5 crores. Union Police,
that is Central expenditure on Police, was B.3.8 crores ten years ago; today it is
Bs.19 crores. External Affairs was Rs.4 crores ten ycars ego and today it is Bs. 11 mfa!.
In this way, %&.37 more crores hove been added to what may be called porasitic expen-
diture consisting of a large army of under-psid end under-workad clerks. Parkinson's .
Law has nothing to show before the process to which this country is being pubjected.

At o tine whon our frontiers are threstencd by Communist China, I would be the *-"r.
1ast person to grudge a single rupee that is being directod to the defence of E'ﬁ o
country from that nggression. But how is one to justify the purchase of o by
gircraft carrier at = cost which comes, I believe, to agmewhere !_ﬂlcut _&30 rore
including the plenes that are to be found on it. But who is going to atteck _
country from the oceans here? We are facing a threst acroas tho Himalayas Nﬂ;ﬂ T
of directing the money that we spend on defence to fighting that enemy, ¥o £0 e \
this big toy for fighting a non-existent enemy. Who is going to invade us from M
cea? We are making the saue mistake that the Moghuls did in the reverse omler.
built a huge land ammy snd neglected the navy, and the British were able to M::.
the conste and esteblished settlements all round Indin and from these they moved in..



enditure in 1961-62 is %.420.4 crores and in 1965-66 it is estimated to be
 is, an increase of R.51.2 crores. There is on increase in all ‘i_'hf
ve years during the Third Plan period of Es.51.2 crores. That is to
es is going to be the additional amount spent by all the States on develc
let us sec the figures of non-development expenditure produced by the Pl .
amission. Bs.375.9 crores is the non-development expenditure in 1961-62 compared to
463.7 crores in 1965-66. Thers is an increas: of §s.87.8 crores in non-developuent
enditure. So, in the next five years, the States will spend on devolopment Rs.51 & %
e crores more while on non-development expenditure they will spend is.87.8 orores more = Ay ),
M.& on purely civil administration expenditure. So, Sir, it appears thet the Reke's Pro- &1
©  gress in vhich we are indulging over the last ten years is to continue for the next *"‘l"

B ten years. I am sorry I have not got comparable figures placed before the National ;

Development Council for the Union Government and am, therefore, unable to give them.
Perhapa the hon. Finance Minister would bo able to give them'and supplement the MU X

. metion by giving the corresponding figures which are contemplated for the next five
5 years et the Centre.

Now, let us turn to developmental expenditure. Vast developmental projects have
_ ’ en undertaken, es Acharya Kripelani has pointed out, at expenditure that often goss
o beyond er'!tsi,uates, and the returns, as my hon. friend Shri Ascka Mehta pointed out
in this House ond ss Shri Santhensm did in the other House, are miserably low = 0.51
per cent return. If any busincseman produced such results, he would be driven out uf:‘ i
. the market and go insolvent. 4n ECAFE survey, which makes a survey of the whole region
+  ‘on behalf of the UN organisation, complains that in India the development of the i -
private sector has been rcstrained by the diversion of availeble external and domestic
resources to the State sector - the point being, that money that could have been
invested by the people to get a higher return has been conscripted for mobilisntion in
N’ State projects which are of an unresunerative kind. I will not repect the ergument.
The fourth steel plant should never have formed part of the Plan. It accounts for no
Jess then Bs.235 crores. The sdditionel tax this yecr is Rs.60 crores. In other wonds, F
if this white elephant was not being imposed on this country, the burden of the eddi- ™
* tional taxotion this year, the mext yeer, the yesr after that and the year after that n"
could be removed from the shoulders of the common people of thie country. It is
because of such megalomenia that the common people are being muloted today and there
ig this burden of additional t.uation..

T shell toke snother exsmple — the nuclear cnergy power stations. For atomic -
ensrgy end muclear power station, fs.11.48 crores hes boen budgeted for 1961-62. This,
expenditure has no relation to the realities of our present day. Twenty ycers from

T

now, perhaps, the world will have atomic energy for industrial use. But todny, the .
difference between the price of thermal power and hydro-electric power and this_ﬁ .
is so0 vast thot to think in terms of the mobilisation of nuclear powWer for i - 5

is purcly Utopian. Here =gain, for the seke of glory and looking modern in ﬁm .,
of the world, we do such things. We are following Russia and other great _ .
as America which can afford this luxury. But what has happened in the Mf‘w
whose Deputy Prime dinister was in our country & few days ago = Mr. Kosygin? tﬁ —
good enough to admit - I am reading from a newspaper report = and he said tha m“ _
wes having second thoughts ebout the economics of nuclesr power. He ie reported

have said: .
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we shall now have second thoughts quickly before more
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There are people who say that "this is all very negative though o
am. But what is the use? Why don't you say something positive?" The
3 of 7th March had thrown that challenge in its editorial. There appears
dialectical confusion about the terms positiVe end negative. VWhat is po
what is negative? If some wrong is being done and you try to stop it, 1
Five or positive? Or, is the wrong itself negative? If you are going
slope end T put on the brakes, is that negative action? If en innocent 8
‘attacked and if you go and stop the bully, is that negative action? There is mathe=
matical concept that "two negatives make a positive". If the Government of India 1
- are following 2 negative policy and if we people try to sct it right in the ir
™ ‘g’ the country, then anyone who tries to set right the negative is doing scmething
sitive and constructive to this country, It recalls o story sbout King Louis XVI
who used to keep people in the Bastille for many years without trial, Standing at the
g ',_. .‘ . window of his palace ome day, he saw a mob attacking the Bastille and he said: "Why
‘are they so destructive and negative? why cannot they do somgthing positive?"
..' ~ 4s a very f‘!mny idea. 'When one follows o policy which is not correct, and when 8c
dravs attention and cays that something is wrong, the man who does it is doing gome=
" thing positive...(Intermuptions). Hahatma Gandhi led ua in the very nugati\'! path of
non-co-operation.

I ghall try, however, briefly to list some positive things that we would 1ike to - 2 I
do. I just list them because time does not pormit a full exposition of these positive

o measures.
First of all, we should make a drastic reduction in civil expenditure, We have
£ already indicoted whare thasc cuts can be made. ln. -
- Secondly, we would concentratc development expenditure on projects which are .

our intensive, which provide cmployment spread throughout the country - Hohatua
A Gendhi wanted that to be done - and give quick returns.by way of increase in national
" income. The pricrities would be, first, sgriculture, then, small-scale industries,
then lerge-scale consumer goods industries and last of those white elophants, the .
steel plants, which sre the most unremunerative that this country can afford. {.ln
Hon. Mauber: Pertiliser?) Certzinly, Pertiliscr, certainly, but not steel. .

Profitability should be the test of progress and not the zaount we apend. Ian
glad that Prof. Galbraith has given very clear expression £o this point of view and
since he is & bit of a demi-God to those who support the present palicy, lot # maﬂ.,

o few of his remarks. He seye:

"Po give people income and then remove it by taxation, inflation ormeﬂll# : i
thrift is an inefficient and self-limiting procedure... & A R

In poor and ill-governed societies, private goods mean comfort and I,Lﬁ' itself.
Food, clothing and shelter, £ll technically subject to private purchase and salt,
have an urgency greater than any pablic service with the possible mﬂﬁ‘h :
the provision of law and order. The burden of proof is on any step
resources from the satisfaction of these simple biolosiﬂﬂl requircents to the g
almost invariably spendthrift services of the State.” f A j
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oﬁt that a huge anount'bi‘mnnﬁgroaoam the tax

could be collected, all this additionsl direct
be necessary. Thorefore, the prinary duty of the Government is
Who evades tax is made to poy it in full snd the innocent man who :
nt sen like the dovernment sorvants and salaried persons, aro not unﬁﬁln
‘reason of the incompotence and inofficiency of the tax collecting machinery.

2 o
Then, Tifthly, we would cut dou:?hp capitol outlay on tlio State ssctor.
§11 be mode up mony tines over by t same money being invested in the popular

. Lastly, wae would replace foreign losns taken from foreign governments whi
en on the country by equity capitsl coming in in a larger measurc. This is an
ant point, bucause if you =ro going to tokc money from sbroad - that wo nust, =
2. aml I ogroe with the Finance Minister that India will necd foreign a&pitulﬂ.-r*mw e
: '1j‘ years to come - there are two ways in which you can get forcign capital: either you }
‘get it on your risk or you get it at the othor man's risk. I we borrow money*fr
. forecign governmunts, we have to repay the capital end interest, whatover wo may'
t.'n\"ii with the money. Wwhether we use the money intelligently or effectively or we was
~ or moke g mistake, the loan hos to be repaid. :

"

S e '-rr Whet heppens when foreign equity capitel comes to this country? With his own
ey uoney a foreigner comes snd sets up his shop. He brings his plent and nachinery to. |
"  uaske a profit. If he wskes o profit, he tekes it out of the country. If ho >
loss - &= mony Stnte projects are noking - then this country does not pay ar ; f
-y Thot man loses his moncy. He brings soncy at his own risk. That is an importent == ‘?i
- . difference. We want foreign capital, but we want forcign capital to come at its risk &
-~ and not at the risk or at the cost of the interest of this country. i
! Sir, one last word in conclusicn. The hon. Finonce Hinister has ssid on page %3’ 5

of his speach thet the additionnl taxatidn thet hus been lovied this year has been
levied "with tho willing conscnt of the people”. I do seriously question this. I

d8 not think if » rcferendum on this Budget is held, it wculd ever be accopted 1:7 B

3 the people of this country. I know that it would be thrown out by an oyerwhels

. npjority. If only the hon. Finemco Minister would wait for a year, he will s
whether the people of this country are propered to put up with the crushing '€= ,..'.-',

burden of toxation that the so-celled socialist pattern makes necessary. ‘ Uiz

Sir, when the country went to polls during the last Ceneral Elac-ti.m, ﬁ,g
told that the Secord Plan envisaged additional taxation on this country .

order of Bs.450 crores. If the Government has a mandate for any kind of Wﬂm .
it eertainly hns a mandate for a levy of Bs.450 crores additional tﬂt’.ﬂgdﬂﬂﬂ‘“tﬂ,
last five years. But what have they done? They have elresdy lovied B.1040 orvorea
of cdditionnl tnzntion. In other words, they heve exceeded their mandate. slre
they have gone twice beyond what they were telling the country that M m
to take out of tho country's pocket. Sir, this is not proper in a -i ,. it

I thirk this Budget, therefore, has no mandnte frou the paopla It "I
it nll be corried by a large majority of Members of this mﬁm
so with respect, four years ofter the last ¢lections whon the s 'T"':

Y : o 43
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