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LOK SABHA DEBATES

LOK SABHA

Wednesday, July 31, 1974/Sravana 9.
1896 (Saka)

¥

The Lok Sabha met at Eleven of the
Clock

e

[MR. SptaKER 1n the (‘hair|

———a

OBITUARY REFERENCE

MR. SPEAKER: Honourable Mem-
bers, I have to inform the House of
the sad demise of onc of our dis-
tinguished colleagues Shr1 M. B. Rana,
who passed away at New Delh1 early
this morning at the age of 70. He
vas admitiad to the hospital on the
19th July, 1974, when he sustsined a
heart attack. He had been progress-
.ng sutisfactorily and no ¢ie could
think that he would pass away so
«oon.

Shri Rana was a sitting Member of
*his House and the Minister of Stale
for Industrial Development. He had
4 long career devoted to public life
4nd served this country in various
and diverse capacities and held many
mportant offices. He got his law de-
free frem Government Law College,
Poona, part from the Middle Temple,
He started his career as an advocate
«nd then entered public life in Bom.
bay and extended his activities to
Gujarat State. . He wes aleo a distin.

tuished tazian. He wag
Member of the Lagialative Asambly
of the erstwhile Bombay State during

_____ = ————— T W

the years 1948-52 and 1856-60 and then
of Gujara! Legislative Assembly dur.
ing the years 1860-67. He was Spea-
ker of the Gujarat Legislative Assem-
bly during the years 1060.62 where I
had the privilege of associating with
him in the Speakers’ Conference
while 1 was Speaker of the Punjab
Assembly. H: pricnted the Gujarat
Branch at the Commonwealth Parlia-
mentary Conference held at London
in 1960,

Shri Rana was elected to Lok Sabha
in 1987 and was re-elected in 1871
from Gujarat—Broach Constituency,
He wos a member of the panel of
Chairmen during the vears 1969.70.
e held the office of Chairman of the
Commuttee on Public Undertakings
during the years 1969-1972 with dis-
tinction and imbued the Committee
with a sense of common purpose to
improve its working. He served on a
number of Select/Joint Commitiees on
Bills. He entered the Central Gov-'
ernment as Minister of State for Ship.
ping and Transport in 1972, Early
this year, he took over as Minister of
State in the Minisiry of Industrial
Development.

Besides his public and parliament.
ary career, Shri Rana was a promin-
ent sportsman and was  associated
with many sports clubs and associat-
ions. He was keenly interested in
rifie shooting and as President of the
M.Ps. Rifle Association I came in close
touch with him and was acquainted
with his great love for gports. He
had also written g couple of books on
sparts,

Unessuming, softepoken and

not

vecy
affeble, Shri Rana 'was behind
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n philanthrophy and donated
:;;na:-resp of land for the Bhoodan
movement and remitted Rs 1 lakh to
clear the debt of the farmers of hs
area.

We deeply mourn the loss of this
friend and I am sure the House will
join me m conveying our heart-felt
condolences to the bereaved family

The House may stand in silence for
a short while to express 1is S0r1OW

[The Mcmbers then stood m silence
for @ short whtle ]

MR SPEAER As a mark of respect
10 the memory of the decensed, the

House stands adjourned to meet again
at 5 PM today 1 could have ad-
journed the House for the whole dav

but for the Budget
1105 hrs

The Lok Sabha adjonrneéd till Seven-
teen of the Ciloch

The Lok Sabha re-assembled at
Seventeen of the Clock

[Mr SPEARFR n the Chaurr}

STATEMENT ON NEW TAXATION
PROPOSALS

MR SPEAKER Shii Y B Chavan
to make a statement

SHRI SHYAMNANDAN MISHRA
(Begusara1) I have sought vour per-
mmussion already to raise a point of
order under rule 376(2) with regard
to the statement I am raising a pont
of order under rule 376(2) which re-
lates to the business befoie the House
According to the Order Paper, Shn
Y B Chavan 1s to make a statement
on the new taxation proposals That
1s the title of the subject with which
the hon Finance Minister 15 going to
deal -

JULY 31, 1874
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Now, my submission is that 1t 18 for
you, for the Chair to tell us whether
there has been any practice in the past
that a statement 1s made on the tax-
ation proposals, and if there has not
been any practice in the past, that
has got a certain sanctity [Ineie aie
one of the main reasons being  that
even a few minutes should not pass
between the taxation proposals and
any tnnouncement made thereabout
Otherwise, even during this inteival,
a lot of advantage might be taken hy
the persons concerned

So, 1n the past, what we have becn
accustomed to 1s that the Finance
Minister make~ a statement on  the
estimated receipts and ¢xpendituie fot
the year We have not been accus-
tomed to any other title, and  that
statement 1s called the budget Now
that has not been done The hudeet
his got a rertain sanctity Thew are
certain traditions and  conventions
relating to a budget It cannut be
treated ar all manrer possible

Therefore 1t 15 for vou to sav whe.
ther the statement should not be made
in the manner which 15 m eon<onance
with the budget that has becn  pre-
sented 1n the past, whether the title
should have been like this or the .ame
title as had appear¢d earlier could not
have been given to it Why 15 the
hon Finance Minister or for that mat-
ter the Government shving away
from plainly, saying that they are pre
sentmg a supplementary budget to
the country” That would have beren
fair to the House and fair to the
country But it seems to me that hike
the tradimtional Hindu wife, the
Finance Minister would not take the
name of the husband That seems fo
be the position

So, 1t is for you, Sir. to say whe-
ther it has been in keeping with the
traditions that have developed round
the budget. whether it 18 a supple-
mentary budget or it 18 not a supple-
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.mentary budget. and whether the title
that has been given is again in keep-
ing with the interests of the people
for if he is going to make a statement
in advance of the taxation proposals,
probably I cannot anticipate, but I can
only generally say—he is thereby go-
ing to explain the taxation proposals.
And if he does so, then within the few
minutes or even an hour that might
clapse between the Finance Bill which
is going to follow later on and the
statement that he will be making just
now, there would be exploitation of
the consumers throughout the coun-
iry.

AN HON MEMBER: Very wrong-
1y briefed

ot wy fowd (ATET)  wor wEmy
# qrT FT OTH 1956 F WV WERT
gram A fvigsaamafmmm g
39 AT I ATEAT AEATZ 1 & oAy
9@ AT AFAT E R Ty Ao
¥ o gz W SN faa g9 gEmm
g F7a ot 7F ¥ ——ag1 97 A zam
g H PR s I R T TR §
are g /= e 2 fr wreaw fam &
qn ¥ § FETT AT ® OR1E wqrdr
wivaAy T ¥ vWA T faw B oAy
aafrev @ e 39f77 ™ fa9 wr
Y R AR IEI AL, FR ORI AT A
femm

yfama s 7§ 30 qAIET,
1956 a1 7 femEaT. 1956 %1 gAY
AT FAW ATAAT A7 AT a7 Wt ¥ AFav
£1 =8 ¥ T ¥ g oex f—

“Therefore, it is reasonable to say
thot other provisions relating to
statutes which are of a more per-
manent character ought not to be
clubbed with {4t but discussed on the
floor of the House in a more leisure-
iy manner"”,

New Taxation 6
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¥ ¥ 737 71 w99+ § 5w ow A
i e TrRim o o -
|w i qfraqq &7 &, W 7 W1 AW
"ot #Y & 3wy O & foy, aw AT w0
vk Bavrw T &, Afe o fadas o
STATET AT TR 49T F AZA 59 F1 0T
ar afrr g gnfAar & ™ oaw
¥9 AfFRvmI I M oA e
T8 Far g, wfea afz 9wz g, T2
RYrA-H JAT € A7 97T 74T R A
TTATTE AR ¥VAT AEA & AV N
fasitr faanqw, wpA A9 A7 e w
q AT FE F AFT ) 73 A% 77 famig
TN AFAATIN AZAE RO TR
gz arzfrem wfaw 2 97 787 F7 Q&=
grn arfer o fasirg forae faee
FHE TE AT ATy qferAa arEr
s faw o A% 70

SHRI S. M, BANERJEE (Kanpur):
With your permassion, I would like to
support what has been said by Shri
Mishra [ have read with keen in-
terest the heading It seems new tax-
ation proposals are going to be an-
nounced by the hon Finance Minister
without declaring that 1t is a supple-
mentary budget. This is the first time
perhaps in the history of Parliament
that a Finance (No. 2) Bill is going
to be introduced to fleece thy starv-
ing people further. We have seen
in this House ...

MR. SPEAKER:
this.

Not a speech on

SHRI S. M. BANERJEE: I am not
speaking. I shall speak later.

MR. SPEAKER: What are you do-
ing then?

SHRI S M BANERJEE: I am gimp-
ly mentioning the pointa. .

MR. SPEAKER: On a point of order'
or anything else?
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SHRI S. M. BANERJEE: My point
is that he cannot make a statement

even.

The first point is whether this is
permisaible under our rules and con-
ventions. Secondly, as pointed out
vary ably by my hon. friend, Shri
Madhu Limaye—he also quoted a cer-
tain ruling by Shri1 M A. Ayyangar—
1 would like to know whether that
Tuling is bemg superseded now We
do not know what the proposals are
This 1s secret. 1 am told that he was
keeping his colleagues in his room at
430 PM. and no Cabinet Minister
was allowed to go out till § PM.

I would only request you that you
kindly give your ruling or reserve
your ruling and consider this matter
s0 that these budget proposals con-
tamng further taxation which break
the common man can be postponed
so that he can escape further taxation
for a day at least

SHRI SOMNATH CHATTERJEE
(Burdwan)* Kindly see the item

“Shri Y B Chavan to make ua
statement on the new taxation

proproposals”

Therefore, what he 18 seeking to place
before the House are certain taxation
proposals which wil] have no effect
unless they are embodied in some
statute So far as the practice of
meking a statement 1s concerned, a
copy has to be given to the hon Spea-
ker earher This statement will have
no effect. The statement is to be
made in the House for the information
of the members of the House and of
the general public. The taxation pro-
posals wil] have no effect unless they
are embodied in a statute. They do
not call it budget proposals; they do
not call it estimated receipts and ex-
penditure. Therefore it cannot serve
the purpose of a budget. It is only a
statement. The Rules of Procedure
have not been followed. No copy hsd

JULY 31, 1074
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been circulated or given to Yyou
Therefore, in the garb of making a
statement on taxatiom proposals, a
supplementary budget estimate can-
not be given. 1 also support the
points made by other hon Members,

THE MINISTER OP LAW, JUSTICE
AND COMPANY AFFAIRS (SHRI
H R GOKHALE) Sir, the question
is sample. It is a misnomer to call it
a budget or supplementary budget,
The hon Members know that in the
Constitution they do not find the word
‘budget’ uysed anywhere The word
‘budget’ was used in the 1915 Act in
the marginal note, but 1t was abandon-
ed 1n the 1835 Act and not repeated
in the Constitution Generally 1t is
understood to mean the annual finan-
clal statement which gives an esti-
mate of receipts and expenditure for
the ensuing vear This 1s not what
the Finance Minister 19 proposing to-
day It 18 a simple piece of legislation
io 1mpose taxes or levy or increase
excise, customs or such other duties,
which he will explain

It 1s also not right to say that this
1s the first time that 1 Secorsd Finance
Bill 1s introduced It had been done
in 1956 1n which year, f I remember
a right, not only the second but the
third Finance Bill was also introduc-
ed It was done in 1965 also. What
1s being done 1s not at all irregular,
m my submission

MR SPEAKER' A point of order
was raised by Mr Mishra, and other
Members followed i1t up. I had, as a
matter of precaution, put it before
the Business Advisory Committee also
where the hon Members were
present

SHRI MADHU LIMAYE: My point
of order 1s not covered by anything
that happened in the Business Ad-
visory Committee

SHRI SHYAMANANDAN MISHRA:
May I remind you that at that time
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when we met in thy BC we dis-
cussed the form in which it was sought
to be placed on the agenda paper.
At that time it was ip the form of
introduction of the Second Finance
Bill. Strictly speaking, there cannot
be any statement by the Finance
Minister.

MR, SPEAKER: You may talk like
that, but I had taken all of you into
«confidence, and it ig only after con-
sulting you that I allowed him to make
a statement, According to the rules
the Minister can make a statement
any time. I think even the Speaker
should not know it till it comes up
before the House. That is the general
principle, and therefore, it was allow-
ed. How can I see the Finance Bill?
I cannot see the budget when it is
presented regularly in the budget
session, How can I know about it
now? Tt is expected to be very con-
fidential How does it make any dif-
ference if  immediately after the
statement the Bill is introduced

SHRI PILOO MODY
‘Why this deviation?

(Godhra):

MR SPEAKER: No question of de-
viation. It was the same pPactice
which was followed earlier Ag far as
Mr. Limaye's point of order is con-
cerned, when we were sitting vester-
day if he had mentioned it, I could
have seen it. Whether measures of a
permanent nature should not be
allowed or there is some distinction
between temporary and permanent,
that could be known only after they
are presented,

off AW fwwd : T T TR g T
fe ww arag w wruwr fi & sive ey
A frad fY e aver &3 wawy
ar )

WA W gy @ AR aw
nmmmmm#mq
TR
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THE MINISTER OF FINANCE
(SHRI YESHWANTRAO CHAVAN):
Sir, the presentation of fresh taxa-
tion proposals only five months after
I presented the regular annual bud-
get for 1874-75 has not been an easy
decision for the Government. It is
an event of unusual significance and
derives its justification from the fact
that we are faced with a difficult eco-
nomic situation, I am, however, con-
vinced that not to act in the present
situation would amount to fiscal irres-
ponsibility, with serious consequen-
ces for the economic health of the
country, Thus the decision to come
forward with these proposals is not
only &n indication of the seriousness
of the economic situation, but also a
measure of the Government's deter-
mination to grapple with it effective-
ly.

1o

2. It is self-evident that controlling
inflation is today the single most im-
portant task facing the country. The
meosures adopted so far by the Gov-
ernment to curb inflation have had a
limited impact and the upward pres-
sure on prices has persisted There is
a general expectation of continued
price increases, which itself has con-
stituted an inflationary factor.

3. The thrust of the Central Budget
for 1974-75 was to restrain the growth
of Government expenditure, mobilise
additional resources on a substantial
stale, and to reduce reliance on deficit
financing. This was part of the over-
all anti-inflationary strategy. How-
ever, Judging by price trends in the
last four or five months, there has
been no visible reduction in the
strength of inflationary forces ope-
rating in the . Ower the
three months April to June, 1974 the
rise 1n the general price level was nf
the order of 7.8 per cent yielding an
average monthly increage of about 2.8
monthly increase of 2.7 per cent dur-
ing the three months January ¢o
March, 1974. This continuing dete-
rioration on the price front hag been
& source of the greatest condern to
Governmant. :

»
' 4

[ 5
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4, I do not wish to dwell at length
on the causes for the persistence of
inflationary pressures. I have talked
about these often enough in this
House. I would venture to say that
these are basically rooteq in the slug-
giskness of agricultura] production.
The recent wheat crop has not been
up to original expectations. As a re-
sult, the tendency on the part of pro-
ducers to hold back supplies seems to
have strengthened. Desypite a very
sizable increase in procurement pri-
ces, procurement so far has fallen
short of expectations. The produc-
tion of oilseeds in the rabi season has
also been inadequate, and this has
strengthened bullish sentiment in the
markets in regard to vegetable oil-
seeds and oils, Industrial production
which remained wvirtually stagnant in
1973 continues to be
shertage of power.

5. All these factors point to the
versistence oi a sizable imbalance
between aggregate demand znd sup-
ply. As a resull, Government have
conisidered it necessary to come for-
ward with a fresh package of mea-
sures designed to reduce the imbal-

ance, The basic objective of the
three recent Ordinances, involving
temporarily restrictions on declara-

tion of dividends, immobilisation of
50 per cent of additicnal Dearness Al-
lowances and of increzse in wages
and salaries, and compulsory deposits
by income tax payers in higher in-
coma groups, is to reduce the pres-
sure of demand ond decelerate the
rate of growth of money supply. In
anv appraisal of these measures, we
must not lose sight of the narrow
options open to the Government. In
the present situation, the only other
feasible course of action would be a
drastic cut in all developmental ex-
perditure. This would entail severe
adverse effects on the future growth
of the economy.

6. A large expansion in bank credit
in recent months has led the Reserve
Bank to tighten further its credit
controls, Instructions have been issu-

JULY 31, 1974
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ed tc each commercial bank to scruti-
nise the top 50 accounts in order to
ensure that bank credit is not used
for excessive accumulation of inven-
tories or diverted for non-productive
purposes., More recently, an increase
of 2 per cent in the Bank rate, ac-
companied by an-increase in both the
minimum lending rate and in depo-
sit rates of commercial banks, an-
nounced on July 22, 1974, will help to
reduce further the incentive to accu-
mulate inventories with the help of
bank credit; it will also facilitate mo-
bilisation of deposits.

7. The measures that we have re-
cenily adopted are steps in the right.
direction., Let me be clear: by them~
selves they cannot stabilise prices..
Fundamentally, the imbalances that
now exist in our economy can be re-
moved only through a sustained in-
crease in  agricultural production,
though this is not going t{o be an easy
task because of inadequate indigen-
ous production of feriilizer and steep
increases in their import prices. We
are purchasing as much fertilizer ab-
read @@ we can inspite of the formid-
able nature of the import bill which
is likelv to be over Rs. 450 crores.
The ample provision that we have
made for the core sector in the an-
nual plan for 1874-75 should also en-
akle us to securs a significant in-
crease in the production cf coal and
Improvements in the produc-
tion and transport of coal are already
visible, Mainly because of power
=hortages and trarsport difficulties,
the overall outlock for industrial pro-
duction is however uncertain.

steal,

8. Fortunatzly, our foreign ex-~
change reserves have held up fairly
well, This is due mainiy to borrow-
ings from the International Monetary
Fund, continuity of external assist-
ance, and particularly to a rapid
growth in cur export earnings during
1£73-74. As a result we have been
able to finance sizable imports of
foodgrains though at very consider-
able cost. The export outlook for
1974-75 is however not equally en=--
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couraging. The prices of some of our
export products have declined in re-
cent months. In addifion, the high
current rate of inflation constitutes a
serious threat to the maintenance of
the competitiveness of our exports,
which may threaten the viability of
our balance of payments. This only
underlines the pressing need to con-
trol our rate of inflation.

9, Against this background, the
need for further measures to reduce
the pressure of demand in our eco-
nomy is self-evident. In the present
inflationary environment, it is essen-
tial to contain the size of the budge-
tary deficit. This we are determined
to do. However, 3 number of factors
have upset our original calculations
and are threatening to push up the
Central Government’s budgetary defi-
cit well beyond the original budgetted
figure of Rs. 126 crores. Let me men-
tion some of these.

10. As the House is aware, Govern-
ment have recently increased the
issue prices of wheat in order to scale
down the burden of the food subsidy.
Currently, there is only a small ele-
meni of subsidy in the procurement
of indigenous wheat and coarse grains.
However, on account of unsatisfactory
production and inadequate procure-
ment of wheat during the last rabi
season, the Government is having to
import, as I mentioned earlier, sizable
quantities of foodgraing in order to
maintain the public distribution sys-
tem, As imported wheat costs much
more than indigenous wheat but has
to be sold at the same price, the bur-
den of the food subsidy will be much
higher than the original provision of
Rs. 100 crores.

11, The weak financial position of
the railways is well known to the
Honourable Members. Because of the
higher burden of pay and allowances
of the staff and the disruption -of
traffic caused by the recent railway
strike, the deficit in the railway bud-
get will increase substantially beyond
the original provision of Rs, 52 cro-
res.

SRAVANA 9, 1896 (SAKA)
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12, Additionally, we, must reckon
with the fact that by reason of the
continuing increase in prices, the bud-
getary provision for additional dear-
ness allowance will have to be subs-
tantialiy increased. There 1is also
likely to be some increase in expendi-
ture on defence because of rising costs
and further improvements in the
emcluments of defence personnel.

13 On the Plan side, the continued
increase 1n prices has led to an es-
calation of project costs accompanied
by a further erosion in the internal
resources of some of our public sec-
tor enterprises.

14. Taking both Plan and non-Plan
outlays together, it seems clear for
reasons I have just mentioned that
unless a number of remedial steps
are tsken, the gap between aggregate
expenditure and the total resources
in sight in the current year will be
very much larger than the deficit of
Rs. 126 crores which was estimated
when presenting this year’s budget.
While expenditures have been going
up sharply, the trend of yields from
taxes at their present levels does not
suggest that there will be any subs-
tantial excess over the estimate of
revenue made in the budget. It is in
this context that I have come before
this House with proposals for mobil-
ising additional resources by way of
taxation.

15, I should like to say, however,
that the potential deficit can by no
means be covered by fresh taxation
only, and that there is clearly need to
take other complementary steps to
redtce the deficit.

16. We have undertaken a compre-
hensive review of all Government ex-
penditure, in a search for possible eco-
nomies, This is not an easy task be-
cause this year's budget was framed
after eliminating many Plan schemes
which were considered postponable.
Moreover, it would be a self-defeat-
ing exercise if a reduction in current
outlays were to result in key projects



(] New Taxation

Proposals (8%.)
in the core sector being refused the
funds for their early com-
pletion. To the maximum extent pos-
sible, we have to maintain the rate of
investment in such core sectors of the
eponomy as power and fertilizers, At
the same time, we are seeking to
effect economies not anly in all non-
developmental expenditure, but also
on development schemes which have
a somewhat lower priority. We are
also exploring the possibilities of in-
creasing the profitability of our public
sector enterprises and departmental
undertakings. An exercise to cut ex-
penditure drastically is now wunder
way. Until this has been completed
and the results of other measures
taken by us are known, it would be
difficult to indicate precisely what the
fina] position would be. In view of
the acute inflationary situation pre-
veiling we fully intend to contain the
Central Government's budget deficit
to the level indicated in this year's
Budget and Government will take all
necessary steps to this end.

17, Beforg 1 unfold my specific pro-
posals, I would like to explain to the
House the rationale underlying these
proposals, In the background of the
great hardships being endured by the
common man, there is clearly no case
for imposing fresh levies on articles of
mass consumption. Accordingly, in
my choice of commodities for taxa-
tion, I have avoided imposition of new
taxes on the basic necessities of life.
At the same time, the need to dis-
courage conspicuous consumption and
to eflect maximum economy in the
use of scarce materials is implicit in
my proposals, In addition, I have
made an dttempt to mop up the wind-
fall gains currently being made by
producers and middlemen in certain
semsitive commodities, often in the
form of undeclared and untaxed pro-
fits. 1 am sure the House will agree
with me that in the present inflation-
ary situation, accumuletion, of inven-
tories far in excess of normal require-
ments of production, must be dis-
couraged. Some of the recent mea-
sures announced by the Restérve Bank

duction. One of the flascal proposals
1 ghall outline in a few moments
seeks to complement the action al-

ces needed by the Government,

18. T would like to take this oppor~
tunity to impress upon State Govern-
ments that they have no less a vital
role than the Central Government in
contributing to greater fiscal disci-
pline. In order to reduce their defi-
cits without affecting the pace of de-
ve.opment, they ought to exploit fully
the potential offered by agricultural
taxation. At the same time, there is
urgent need for a more realistic pric-
ing of services like irrigation and
electricity I would strongly urge
them to take steps in these direc-
tions

Direct Taxes

19, I shall now explain my tax
proposals, dealing first with pro-
posals in the field of direct taxes As
a part of the anti-inflationary pack-
age, I propose to levy a tax on the
gross amount of interest received by
scheduled banks on loans and ad-
vances made in India. The banks
would be expected to adjust their
functioning to this tax and rexmburse
themselves to the exteni necessary
by making appropriate adjustments
in interest rates charged from bor-
rowers. The proposed tax will have
baoth a monetary and a fiscal impact
in that it will serve the purpose
both of raising the cost of borrowed
funds and of supplementing Govern-
ment revenues. The proposed tax
will be levied at the rate of 7 per
cent of the gross amount of interest
earned by the banks. This would
jimply on an average an increase of
about 1 per cent im the cost of
rowings from the banks. Infersst
Government securities, as also deben-
tures and other securities ismsed

sf

g



17 New Taxation

Proposals (St.)
local authorities, companies, and sta-
tutory corporations will not be in-
cluded in the tax base. Interest re-
ceived on transactions between sche-
duled banks will likewise be exempt-
ed from the proposed levy. Interest
accruing to scheduled banks before
1st August, 1974 will be outside the
ambit of the proposed measure. The
proposed tax will be allowed as a
deduction in computing taxable in-
come under the Income-tax Act, I
propose to introduce a separate Bill
shortly to give effect to the proposal.
The yield from this measure will be
of the order of Rs. 60 c~ores in a full
vyear. For the remaini.g part of the
current year, however, the revenue
will be about Rs, 25 crores,

20. In view of large unearned in-
comes accruing as a result of the in-
flationary situation, I propose to in-
crease the tax on capital gains. The
deduction from Jlong-term capital
gsins allowed in computing the tax-
able income of non-corporate tax-
payers is being reduced from 35 per
cent to 25 per cent where such gains
relate to lands and buildings. In res-
pecy of gains arising from transfer of
other assets, the deduction is being

reduced from 50 per cent to 40 per
cent.

21, The incidence of tax on Jong-
term capital gains is also being in-
creased in the case of companies.
This increase is being brought about
by raising the rate of tax from 45 per
cent to 55 per cent in respect of gains
relating to lands and buildings. A
lower rate of 47 per cent will be ap-
plied in the case of widely-held com-
panies whose taxable income, exclud-
ing long-term capital gains, does not
exceed Rs. 1 lakh. The rate of tax
applicable on capital gains arising
irom the transfer of other assets is
being raised from 35 per cent to 45
per cent in the case of all companies.
These alterations in the provisions re-
lating to the capital gains tax will
vield about Rs. 5 crores in a full year,
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22. I now come to my proposals re-
lating to indirect taxes. In order to
raise the needed resources, I have no
option but to increase Central Ex-
cise duties selectively, In doing so,
it has been my endeavour to keep to
the minimum the impact on the poor-
er sections of the community. I have
also tried to raise duties on those
items where the middleman is today
retaining a large margin, to the detri-
ment of both the consumer and the
primary producer. These duties will
help to mop up unintended gains
accruing to the trade.

[

23. At present copper and copper
alloys in crude form, and wire bars,
wire rods, ete, carry a basic excise
duty of Rs, 1500.00 per metric tonne.
Specified manufactures of these car-
ry a rate of Rs. 200000 per metric
tonne, while pipes and tubes are as-
sessable at 10 per cent ad wvalorem.
The international prices of copper
have been soaring. Even now the bulk
of our requirements have to be im-
ported, The indigenous producers of
copper have also been selling their
products at prices on par with the
prices of imported goods, and thus
enjoy a substantial benefit as their
own cost of production is lower. To
siphoy off a part of this fortuitous
profit, I propose to increase the basic
excise duty on copper in crude form
and on wire bars, wire rods, ete, to
Rs. 4000.00 per metric tonne; on spe-
cified manufactures of these to .Rs,
4500,00 per metric tonne; and on
pipes and tubes to 20 per cent ad
valorem. The existing provisions for
collection of duty at the rate of Rs.
500.00 per metric tonne on plates,
sheets, circles, strips and foils made
out of duty-paid metal, or metal
made out of specified types of scrap
will continue. A lower rate has also
been fixed for sheets and circles clear-
ed in untrimmed condition. The pro-
visions for set-off of duty paid on
copper in crude form if used for the
manufacture of copper pipes and
tubes will also continue. Through
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these proposals, I expect t{o secure
additiona]l revenue to the extent of
Rs. 8.40 crores, inclusive of the conse-
quential accerual of increased auxiliary
duty, which is determined as a per-
centage of the effective basic duty,

24, On similar considerations, I pro-
pose to increase the basic duty on un-
wrought zine from Rs. 500.00 to Rs.
1500.00 per metric tonne; on specified
manufactures of this from Rs. 300.00
to Rs. 1800.00 per metric tonne, and
on pipes and tubes from 10 per cent
to 20 per cent ad wvalorem. Zinc
plates, sheets, circles, strips and foils
meade out of duty-paid unwrought
zinc, or specified types ot scrap, or
their combination. will continue to
pay duty ot Rs, 300.00 per tonne. The
=mdditional revenue accrual from this
will be Rs. 5.07 crores, inclusive of
the auxiliary duty component, Im-
ports of copper and zinc will not,
however, be liable to any additional
countervailing duty as a result of ihe
increases now proposed on the basic
excise duties.

25, With the rise in prices of rayon
and synthetic fibres and yarn, the
inecidence of duty, based on specific
ratez, has gore down. I, therefore,
pronose to step up suitably the sgeci-
fic rates in respect of nylon filament
yarn and staple fibre and flament
yarn cof eellulosic: origin, This  will
praovide an additional revenue of Rs.
11.28 croves, The concessional rate
avzilzhle to nylon varn for uze in the
manufacture of fishing nats znd para-
chute cords wili, however, continue.
I am aiso not bringing acetaie yarn
within the purview of these increases.

26. With the objective of reducing
the gap in the incidence of the duty
at the yarn stage on fabrics manufac-
tured by the compnsite mills and the
powerloom units,” I propose to raise
the specific rates of duty on cotton
varn normally going into the manu-
facture of superfine, fine and medium
—A fabrics manufactured by power-
looms. The increased rates will also
apply to yarn of corresponding counts
used in the manufacture of hosiery,
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sewing thread etc. Hank yarn in
straight reels used by handlooms will
remain unaffected. These changes
will thus provide some stimulus to.
the handloom industry, These in-
creases will yield an additional reve-
nue of Rs. 8,70 crores. Honourable
Members will be happy to know that
varny of lower count groups normally
used in the manufacture of medium-B
and coarse fabrics is being left un-
touched.

27. Due to production constraints,
shortages have developed in the avail-
ability of tyres, and on certain cate-
gories high premia are being charged
by the middleman. As a mopping-up-
measure, and to raise revenue, I pro-
pose to step up by 5 per ceni the ad
valorem duly on tyres, other than
thuse meant for scooters, motor cycles
and mopeds, which will continue to
carry the present concessional rate.
This will yield an additional revenue
of Rs. 8.8 crores, Tyres and tubes
for cycles, and tyres specially design-
cd for use in animal-drawn vehicles
will, however, continue to be wholly
exempt.

28 Honourzble Members zre awara
of the general scarcity of cement, and
the windfall gains being reaped by the
cdoslers. To absorb at least a part of
theze gainz, and {o raise additional re-
venue, I propose to increase the basic
duty on cement from 25 per cont to
30 per cent ad walorem, Inclusive of
the consequential increase in accruals
from the auxiliary duty, this proposal
will add Rs. 29.37 crores to the reve-
nues,

29. The present tariff rate of basic
excise duty on cigarettss is 200 per
cent ad valarem. By a notification,
basic duty has been prescribed at 75

er cent ad valorem, if the valuz of the
cigarettes does not exceed Rs. 10.90
per thousand. In respect of cigarettes
having a value higher than Rs. 10.00
per thousand, this duty is increased
by 3 per cent ad valcrem for every
additional rupee or part thereof in
excess of Rs. 10.00 per thousand. As
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& revenue measure, [ propose to raise
the rate of busic duty st the base
point (ie cigarettes 0of which the
value does not exceed Rs. 10.00 per
thousand) from 75 per cent ad
valorem to 85 per cent ad walorem.
The incremental rate of 3 per cent ad
uplorem for every additional rupee
or part thereof in excess of the value
of Ra. 10.00 per thousand will, how-
ever, continue,

80. As the ceiling of 200 per cent
ad valorem resiricls the duty on the
moie expénsive brands, I also pro-
pose to raise this to 250 per cent ad
valorem, I would hope those fortun-
ate enough 1o afford the more costly
brands will feel more virtuous in the
knowledge that they will now be con-
imbuting mn larger measure to the ex-
chequer, The additional revenue from
my proposals relating to cigareites will
smoeunt to Rs 16 45 c1oreg inclusive
of the imcreased aerrusl by way of
auxiliary duty

31 I also propose to raise the basic
duties 1n respect of pig wren  Latex
foam sponge. « bey'os ecment products
and electrir hiphtrng bulhs and fluores-
cent lighting tubes  Those will  to-
rether yield an additional revenue of
R 814 crores

32 As @ measure for raising addi-
t.onal  revenmiie  evclusively  for the
Cinfre, 1 propose to stip up the rates
of auxiliary duty on steel ingots, and
iron or steel products, from 75 per
«nt to 100 per cent of the effective
hasie durv, and that on skelp tmn
plates and tinned sheets from 50 per
tent to 70 per cent of the effective
basie duly. Railz and sleeper hars use
for rallway track will not, however,
attract the increase These proposels,
while bringing the indigenous prices
more in tune with the imported prices
of comparable products, will also help
to raise an additional revenue of Rs.
26 85 crores. These revised auxiliary
duties will as hitherto apply only to
mdigenous production, and not result
in higher countervailing duty on
imports.

1808 (SAKA)
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33, On certain varietiea of cotton
fabrics like suiting, gaberdine, furnish.
ings, blended, embroidered, and im-
pregnated or coated fabrics, I propose
fnrtheﬂmtlmeancﬂlnﬁvalevyot
an auxilisry duty of excise at the rate
of 331|3 per cent of the effective basic
duty; this will yield an additional re-
venue of Rs. 6.0 crores.

34. The spectfic raies of duties on
various categories of paper and paper
board were reviewed and stepped up
as a part of my budget propesals pre-
sented in February, 1974. Since then
the steep increuses in the prices of
most varieties of paper and board
effected by the industry have brought
down considerably, in percentage
terms, the od valorem ncadence of
the existing specific duties 1 am,
therefore, constrained to step up the
duty on various categories of paper
and paper board for the sccond time
this year I accordingly propose to
levy an aux:li.ry du'y at the rate of
331 3 per cent of the cffective basic
duty on all vareties of paper and
paper board Commone: varieties of
printing and writing paper, not ex-
reeding 65 grammes per square metre,
used for exercisc books, text books,
ete and assessed at present at a con-
cessional rate of 15 paise per kilogram
are being specificallv cxempted from
the wvroposed auxiharv dutv  News-
prnt and hund-made paper and boar
will also not be affected This meas-
ure will result in .n additional revenue
of Rs 13 20 crorer

35 In an effort to narrow the gap
belween the indigenous and imported
prices of plastics, I propose 10 increase
the auxiliary duty of excise from 20
per cent 1o 80 per cent of the effective
hasic duty, and thus raise an additionai
revenue of Rs 0 crores. However,
plastics when imported will as hitherto
continue to be exempt from the coun-
tervailing duty, equal to the auxiliary
duty of excise,

- '
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36 I also propoge to increase the
Auxibary duty on pownts and varnishes
from 3313 per cent to 50 per cent of
the effective basic excise duty, which
will bring an additional revenue of
Rs 180 crores

d7 Till recently DMT and caprolac-
1am were being imported at high inter-
national prices The indigenous pro-
duction of DMT has since stasted while
the caprolactam unit 15 expected to go
into production shortly Having regard
to the prices at which these products
were unported and as a revenue mea-
sure I propose to levy a duty for the
flist time at the rate of 50 per cent ad
valorem on caprolactam and 25 per
cent ad valorem on DMT This 1s ex-
pected to yeld a revenue of Rs 1240
crores The proposed levies will not
result 1n countervailing duties on the
imported caprolactam and DMT

38 The propos-als relating to excise
«duties will lead to a gain in revenue
of about Rs 166 crores in a full yea:
of which about Rs 20 crore, will
accrue to the States and Rs 146 crores
to the Centre

Customsg Dnties

39 The inflationary trends in inter
national prices to which [ had referr-
ed 1n my budget speech in February
1974 continue In these circum-
stances, 1 have decided to leave un-
changed «(usioms duties proper
though additional revenue to the extent
of Rs 1 crore 1s expected from counter
vailing duties consequent on the chan
gec proposed 1n Central excise duties

40 Where changes are proposed to
be effected by 1ssue of notifications
effective from the 1st August, 1974 [
shall 1n due course lay coples of such
notifications on the Table of the House

41 Taking Customs and Central
Excse duties together and exclusive of
States’ share the additional revenue
accruing to the Cenire will be of the
order of Rs 147 crores in a full year
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or Rs 88 crores approximately for the
rest of the current financial year

42 The various tax proposals, both
direct and indirect, that I have wutlined
will yield a revenu, of approximately
Rs 210 crores in a full year ard Rs 123
Crores in 1974-75 for the Centre The
States will also receive Rs 22 crores
approximately in a full year and Rs 13
trores approximately during the cur-
rent year as a result of these poposals

43 As I stated earhier, the presenta-
tion of fresh taxation proposals 15 not
an ordinary event The economic
Compulsions of the current mtuation
do nut leave us with any really viable
alternatives It 1y i ths perspective
I would wish the House to view and
to juage these proposals

1545 hrs

FINANCE (NO 2) BILL 1974¢

The Munster of FINANCE (SHRI
YASHWANTRAO CHAVAN) 1 beg
morve for feve Lo introduce 1k ¢ Finance
(ho ) BI1 1974

MR SPEARER The quest oL 15

That leave be granted to intro
duce the Finance No (2) Bull, 1974 "

The Lak Sabha divided

Ayes
Duvision No 3 {1751 hrs
Acnal Singh Shri
Aga Shn Syed Ahmed
Agrawal Shri Shrikrishna
Ahirwar Shri Nathu Ram
Alagesan Shri O V
Ansan Shry; Ziaur Rehman
Arvind Netam, Shr
Austin, Dr Henry
section 2,
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Sinha, Shri Satyendra Narayan
Solanki, Shri Somchand

Yadav, Shri G. P,

Yadav, Shri Shiv Shanker Prasad

MR, SPEAKER:
the division is:

The result* of

Ayes: 197; Noes: 50
The motion was adopted.

SHRI YESHWANTRAO CHAVAN:
1 introduce+ of the Bill

17.49 hrs
MESSAGES FROM RAJYA SABHA

SECRETARY-GENERAL: Sir, 1
have to repert the following messages
received from the
of Rajya Sabha:—

Secrelury-Cenerat

(i) “In accordance with the pro-
visions of  sub-rule (6) of
rule 186 of the Rules of Pro-
cedure and Conduct of Busi-
ness in the Rajya Sabha, I
am directed to return here-
with the Gujarat Appropria-
tion (No. 2) Bill, 1974, which
was passcd by the Lok Sabha
at its sitting held on the 23rd
July, 1974, and transmitted

LTI,

toaneub.) DULE 3.’,

to the Rajya Sabha for its
recommendations and to state
that this House has no re-
commendations to make to

the Lok Sabha in regard to
the said Bill.”

(ii) “In accordance with the pro-

visions of rule 111 of the
Rules of Procedure and
Conduct of Business in the

Rajya Sabha, I am directed
to enclose a copy of the
Essential Commodities (Am-
endment) Bill, 1974, which
has been passed by the Rajya
Sabha at its sitting held o»
the 29th July, 1974.7

ESSENTIAL. COMMODITIES
(AMENDMENT) BILL

As Passen B Rarva Siuua

SECRETARY-GENERAL: Sir. 1 lay
on the Table of the House the Esser-
tial Commodities (Amendment) Bill,
1974, as passed by Rajya Sabha.

17.50 hrs.

The Lol: Sabha then adjourncd il
Eleven of the Clock on  Thursdn.,
Angust, 1, 1974/Sravana 10, 1856
(Saka).

*The following Members zlso recorded their votes.

AYES: Sarvashri Prasa

NOES: Sarvashri Surendra Mohanty,
Pandey;

7Introduced with

Yamuna

a Mandal and Ram Dayal;
Madhu Limaya

and Sar}oo

the recommenda tion of the President



