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LOK SABHA
Wednesday, 29th February, 1956

The Lok Sabhacmf at Eleven of the

lock.
[MR. DEPUTY-SPEAKER in the Chair]
ORAL ANSWERS TO QUESTIONS

FERTILIZER FACTORIES

*#319, Shri Shree Narayan Das: Will
the Minister of Production be pleased
to state:

(a) whether any final decision has
been taken in regard to the location of
different fertilizer factories that are
proposed to be established during the
Second Five Year Plan; and

(b) if so, the nature of decision
taken?

The Deputy Minister of Production
(Shri Satish Chandra): (a) Yes.

(b) In addition to the fertilizer-
heavy water factory at Nangal, it was
decided to establish two more ferti-
lizer factories, one at Rourkela, utilis-
ing the gases from the steel plant and
the other at Neyveli, as part of the
lignite project, with production capa-
city of approximately 80,000 tons and
70,000 tons of nitrogen per annum
respectively.

Shri Shree Narayan Das: May I
know whether these factories will be
run by the Government itself or there
will be some private limited companies
in which Government will have shares?

Shri Satish Chandra: These will be
government-owned companies.

Shri Shree Narayan Das: May 1
know what is the estimated expendi-
ture on these projects?

Shri Satish Chandra: I do not

remember the exact figure, but it will
be about Rs. 20 crores each.

Shri G. D. Somani: May I know how
the position of Rajasthan stands in
regard to the establishment of a
fertilizer factory?

Shri Satish Chandra: As I said in
the House the other day, there is no
possibility of a fertilizer factory being
located in Rajasthan in the next Plan
period.

Shri G. D. Somani: May I know
whether the estimated cost of produc-
tion in Rajasthan will be the lowest
according to the advice of the experts
tendered to the Ministry?

Shri Satish Chandra: I may inform
the hon. Member that it is higher than
in the case of other sites selected for
the project.

Shri B. S. Murthy: May 1 know
why.........

Shri Kamath: The main questioners
must get priority.

Shri B. S. Marthy: May I know why
Vijayawada has not been selected in
spite of the recommendations of the
Committee?

Shri Satish Chandra: Vijayawada
was one of the alternative sites sug-
gested by the Committee. If any of
these projects did not materialise, then
it could be set up at Vijayawada; it
was not suggested as a first preference.

Shri Kamath: Is it not a fact that
about a year ago a notification was
issued for requisition of land round
about Gurra nearabout Itarsi in
Hoshangabad district, for the construc-
tion of this fertilizer factory in that
district; if so, why was it dropped?

Shri Satish Chandra: Itarsi was onc
of the sites considered for the setting
up of the factory. But no such notifi-
cation was issued at the instance of the
Central Government.
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Shri Kamath: Is Government aware
of the coincidence that this particular
notification was issued by the State
Government last year roundabout
March or so, just before the by-elec-
tion in Hoshangabad? Is Government
aware of the widespread impression
that the proposal was dropped because
the Congress party lost that by-elec-
tion?

Shri T. B. Vittal Rao: May I know
the considerations which weighed in
locating the factory at Neyveli when
in regard to the whole Neyveli project
we are not sure whether it will be
developed or not?

The Minister of Production (Shri
K. C. Reddy): According to present
indications we are quite sure about the
success of the Neyveli project.

Shri T. B. Vittal Rao: If any State
Government or private firm wants to
start a fertilizer factory, will permis-
sion or licence be given by the Govern-
ment of India?

Shri Satish Chandra: No such
request has been received from any
State Government. It will be consi-
dered on merits.

39 & ae a7 fawifa
&
ds s : T HAY wEEw a8
AW ¥ I FG fF IO 93 T
F ot ag guma fear & 5 g0 dre

Shri Shree Narayan Das : May |
know the names of the places which
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were taken into consideration by the
Comglittec appointed by the Govern-
ment? - '

Shri Satish Chandra: I cannot give
the names offhand. About ten or
twelve places were considered.

Shri Kamath: Sir, my question has
not been answered.

Mr. Deputy-Speaker: There are
which cannot be
answered.

An Hon. Member : The answer is
postponed.
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Shri Kamath: Considering that
these community radio sets in our
myriad villages are a powerful medi-
um and instrument of publicity and
propaganda generally, and particu-
larly during elections, has Government
given thought to the oft-voiced de-
mand made in this House that all
political parties should be given equal
opportunity for use of the broadcast-
ing system?

Mr. Deputy-Speaker: It does not
arise out of this question.

Shri Kamath: Rural bmadcastiug?

Mr. Deputy-Speaker: It is manufac-
ture. not propaganda.

Shri Kamath: I will bring it up
some other time.

Shree Veeraswamy: May I know
the number of villages in Madras State
where community radio sets will be
installed?

Mr. Deputy-Speaker: It docs not
arise out of the question.
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EXPORT PROMOTION ASSOCIATION

*321. Shri Radha Raman: Will the
Minister of Production be pleased to
state:

(a) whether there is any proposal
made by the All India Handicrafts
Board to set up an Export Promotion
Association to stimulate sales of handi-
crafts abroad;

(b) if so, whether Government
favour this suggestion; and

(c) if so, when it is expected to be °
established and what will be its terms
of reference?

The Parliamentary Secretary to the
Minister of Production (Shri R. G
Dubey): (a) Yes, Sir.

(b) Yes, Sir.

(c) The detailed scheme will be
wor:hed‘out by a Committee to be set
up

Shri Radha Raman: May I know
what is the present position of the
export of handicraft goods amd to
which countries the export is being
made?

Shri R. G. Dubey: This is a diff-
erent question, but I may point out to
the hon. Member that sometime
it was given to the House that US.A.
and a few other countries in the
Middle East mainly import the handi-
crafts of India.
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Shri Radha Raman: May I know
how long, the Government thinks, this
proposal which the Handicrafts Board
has forwarded to the Government, will
take to finalise?

Shri R. G. Dubey: It could not be
said exactly, but I may tell the House
that the Handicrafts Board has been
requested to review the detailed
scheme and send the same to the
Ministry for approval in the near
future.

Shrimati Renu Chakravarity: May
I know whether an individual crafts-
man will be able to export his goods
through this Association when it is
formed?

Shri R. G. Dubey: That is the pur-
pose in view, because it is found that
the individual craftsmen are not in a
position to export their goods. So, this
Association is expected to have a sort
of co-ordination between the people
concerned.

Shri Velayndhan: May I know
whether the Handicrafts Board itself
is mot enough to take up this task,
because the export of handicrafts is
very limited?

Shri R. G. Dubey: This matter was
considered but it was felt that this
aspect needed a separate body to go
into the whole matter.

Shri Radha Raman: May I know,
in forwarding the proposal to the Gov-
ernment, what exactly the Handicraft
Board have suggested regarding the
nature of the Association—whether it
is going to be a registered society or
not—and what is going to be its
personnel?

Shri R. G. Dubey: There have been
varirus . I may just remind
the hon. Member that this matter has
been under consideration for the last
three years and it was also discussed
at the inter-Ministerial level. One sug-
gestion was regarding the constitution
of the Corporation (handicrafts
goods). There were also other sugges-
tions. That is why this matter is
taking some time for finalisation, so
that we could have some sound
basis for forming the Association.
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AMALGAMATION OF COLLIERIES

=322, Shri T. B. Vittal Rao: Will
the Minister of Production be pleased
to state:

(a) whether the Experts Committee
appointed under the Chairmanship of
Sri Balwantray Mehta to go into the
question of amalgamation of small
collieries has since submitted its re-
port:

(b) if so, what are the main recom-
mendations; and

(c) if the reply to part (a) above
be in the negative the reasons thereof
and when it is likely to be received?

The Deputy Minister of Production
(Shri Satish Chandra): (a) No.

(b) Does not arise.

(c) The problem entrusted to the
Committee is a complex one, involving
legal and financial issues. There are
more than 750 working collieries in
Bengal-Bihar fields. The various issues
involved are being looked into by Sub-
Committees appointed by the Com-
mittee. According to the present indi-
cation, the Committee is expected to
submit its report by June 1956.

Shri T. B. Vittal Rao: May I know
why the collieries in Madhya Pradesh
have not been included in this en-

quiry?

Shri Satish Chandra: The problem is
very acute in Bengal-Bihar fields, and
the Government have thought fit to
make a beginning there.

Shri T. B. Vittal Rao: May I know
whether the Committee will dwell on
the broad principles of amalgamation
of small and big collieries or they will
go into the details as to how they
should be amalgamated?

Shri Satish Chandra: The Com-
mittee has been authorised to nego-
tiate with the colliery owners, consult
the technicians and other ns con-
cerned with the coal industry and to
make definite recommendations to the
Government.
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Shri T. B. Vittal : May I know
whether the indecision of the Govern-
ment as to the quantity of coal allo-
cated to the public sector and the
private sector will affect the enquiry of
this Committee?

Shri Satish Chandra: The question
is not clear to me.

Mr. Deputy-Speaker: He says that
Government have not come to a deci-
sion regarding the question of coal
that is required, and asks whether that
indecision has got any effect upon the
amalgamation or otherwise.

Shri Satish Chandra: The two prob-
lems are entirely separate. The amalga-
mation of the collieries will however,
help in greater production.

Shri B. S. Murthy: May I know whe-
ther the Committee will also go into
the matter of gradual nationalisation
of collieries?

Shri Satish Chandra; No, Sir. This
Committee is not concerned with that
problem.

MACHINERY FOR THE PROJECTS

*324. Shri Gidwani: Will the Minis-
ter of Irrigation and Rower be pleased
to state:

(a) whether the list of machines re-
quired by various Government pro-
jects which was recommended by the
Construction Plant and Machinery
Committee has been considered;

(b) whether a new committee has
since been appointed by Government
for the purpose; and

(c) if so, the reasons for so doing?

The Deputy Minister of Irrigation
and Power (Shri Hathi) : (a) to (c). The
construction Plant and Machinery
Committee did not recommend any
list of machines required for the
various projects. The Hon'ble member
18 presumably referring to the question
of standardization of important items
of machinery and equipment used on
river valley projects. The Committee
submitted certain recommendations in
the matter confidentially to Govern-
ment. The Co-ordination Board of
Ministers considered inter alia the
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report of the Machinery Committee in
the Board’s meeting held in October,
1954. In pursuance of the decision
taken by the Board, a Standing Com-
mittee of Expert Engineers, including
representatives of the Ministry’s of
I. and P. and Finance and D.G.5.D.
was appointed to go into the matter
in greater detail. The first report of
this standing committee is under con-
sideration by Government.

Shri Gidwani: Who are the members
of the old Committee and is it a fact
that the list of machines recommended
by them was rejected as the machines
were mostly from the firms which had
employed some of their relatives on
high salaries as alleged by a section of
the press?

Shri Hathi: The members of the
Committee and were in all, 17,
representing the engineers of dif-
ferent major projects of the Govern-
ment, representatives of the Ministry of
Irrigation and Power, the Chairman
of the Central Water and Power Com-
mission and a representative of the
Finance Ministry and also of the
DGSD. The report which they have
submitted is confidential. It will be too
premature to say which of the machines
have been recommended. It is yet
being considered, because we have to
sec that it does not give any mono-
polistic tendency by rejecting some-
thing or accepting something. The
whole matter is being carefully consi-
dered by the Government.

Shri Kasliwal: May I know whether
the Government have got now a central
pool of machinery for the working of
these projects?

Shri Hathi: The Government has, in
the Central Water and Power Com-
mission, a Directorate which gets infor-
mation about surplus machinery from
different projects and tries to dispose
of or send it to other projects.

Shrimati Renn Chakravartty: May
1 know whether this Committee went
not only into the question of the num-
ber of machines required but also into
the fact that we can do with machinery
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which requires less investment and can
still, given a greater time-limit, achieve
the same results?

Shri Hathi: It was not the number of
machines that the Committee had to
ascertain. It had to look as to which
particular makes of machines should
be standardised having regard to the
life of the machines, the economic
functioning of the machines and all
other factors. The Committee has also
to take into consideration how far we
can encourage in India the produc-
tion of such equipment and machinery.

Shrimati Renn Chakravarity: 1
would like to know the number of
earth-moving machines which we have
got for all the river-valley projects
throughout India, and whether that
number is sufficient, and whether we
require a larger number, and if so,
whether they have to be imported.

Shri Hathi: It may be difficult to
tell the actual number of machines
which we have in the country today. I
would require notice.

NATIONAL INDUSTRIAL DEVELOPMENT
CORPORATION

*325, Shri N. B. Chowdhury: Will
the Minister of Commerce and Induns-
try be pleased to refer to the reply
given to Starred Question No. 289 on
the 30th November, 1955 and state:

(a) whether the project reports re-
lating to industries referred -to therein
have since been drawn up by the
National  Industrial  Development
Corporation;

(b) whether any scheme has also
been formulated for the rehabilitation
and modernisation of the cotton textile
industry; and

(c) if so, the details thereof?

The “Mm‘(' of Industries (Shri
Kanungo): (a) Preliminary proj
and estimates relating to the foﬂposabowing
projects have been received from cer-
tain foreign firms :—

(i) Establishment of steel fonndnes,
forges and structurral workshops.

{ii) Manufacture of wood pulp.
These are under consideration.
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(b) Yes, Sir.,

(¢) A note giving the details of the
scheme is placed on the Table of the
Lok Sabha. [See Appendix II, an-
nexure No. 43.]

Shri N. B, Chowdhary: May I know
whether the sub-committee of the Na-
tional Industrial Development Corpo-
ration will take into consideration the
effect of the implementation of such
schemes on the employment position
before granting any loan?

Shri Kanungo: Obviously, the
eegpoh:’ynlelrlt potential will be increas-

Shri N. B. Chowdhury: May I know
how far the objective of giving priority
to the establishments for the manufac-
ture of capital goods has been followed
while granting loans?

Shri Kanungo: The establishment
of forges and foundries is a necessary
step for the building up of the capital
goods industry.

Shri Velayndhan: May I koow
whether this Corporation has given any
subsidy or aid te any industry yet?

Shri Kanungo: No; it is just consi-
dering the proposals.

Shri N. B. Chowdhury: What is the
amount which is proposed to be given
for the rationalisation of textile mills
and jute mills?

The Minister of Commerce and
Industry and Iron and Steel (Shri T. T.
Krishnamachari): At the present mo-
ment, the ceiling for this purpose is
expected to be about Rs. 25 crores.

Shrimati Renu Chakravartty: In the
Second Five Year Plan, what will be
the approximate amount which will
be advanced by.the NIDC for con-
sumer goods industries and how much
will be advanced for the heavy, basic
industries?

Shri T. T. Krishnamachari: There is
no question of any advance by the
NIDC to any industry other than jute
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and textiles. As I said, our present esti-
mates are of the order of Rs. 25 crores

for this purpose.
MR. DuULLES'S ViIsSIT TO INDIA

*326. Shri Keshavaiengar: Will the
Prime Minister be pleased to state:

(a) whether it is a fact that Mr.
Dulles, the Secretary of States of the
United States of America has com-
municated his intention to visit India;
and

(b) if so, when he is expected to
visit?

The Deputy Minister of External
eﬁains (Shri Anil K. Chanda): (a)

€s.

(b) In the second week of March.

In fact, he is coming here on the
9th and leaving on the 10th evening.

Shri Kamath: Is it a fact that the
U.S. President, Mr. Eisenhower, invited
the Prime Minister recently to visit the
United States some time in the course
of this year, and it is only after the
Prime Minister declined his invitation
that the American Secretary of State
conveyed to our Government his desire
to visit our country?

The Prime Minister and Minister of
External Affairs (Shri Jawaharlal
Nehru): The hon. Member has said
so many things in that question. The
answer to a part is ‘yes’ and to a part
‘no’. 1 suppose long ago, may be nine
months ago, the President of the
United States was good enough to
suggest my visit to the United States.
1 did not decline it. I accepted
the . invitation. That is to say, I
said, “All right, I will be very happy
to go there, but sometime in the
future.” I could not suggest a date.
As a matter of fact, I invited the Presi-
dent of the United States to come to
India. Then later the President fell ill.
As hon. Members ' know, all this
happened many many months ago. It
has nothing to do with Mr. Dulles’s
proposed visit.

Dr. Ram Seobhag Singh: May I
know the purpose of this visit?
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Is it also in connection with giving
clarification in regard to the joint state-
ment made by Mr. Dulles and Mr.
Cunha on the 2nd December, 1955.

Shri Jawaharlal Nehru: There is no
special purpose involved in such yisits,
except to discuss matters in which both
parties are interested. As Mr. Dulles
is near this part of Asia, it is consi-
dered desirable that we should have
the advantage of talking together.

SeconD FIVE YEAR PLAN

*327. Shri Dabhi: Will the Minister
of Planning be pleased to state:

(a) whether it is a fact that the
Planning Commission has, in its draft
memorandum of the Second Five Year
Plan, suggested the levy of an annual
tax on wealth in the country; and

(b) if so, the details thereof?

The Depaty Minister of Planning
(Shri S. N. Mishra): (a) and (b). An
examination of the feasibility of impos-
ing an annual tax on wealth in the
light of conditions operating in this
country was suggested in ‘the draft
memorandum on the Second Plan. The
ng,fsaI has yet to be examined in
etall.

Shri Dabhi: May I know when we
can expect a decision on this?

Shri S. N. Mishra: We cannot indi-
cate any time limit just now.

ExporRT OF RICE BRAN

*329, Shri Ibrahim: Will the Minis-
ter of Commerce and Industry be
pleased to state:

(a) whether Government have per-
mitted the export of rice bran;

(b) if so, whether separate quotas
for mill and hand-pounded bran have
been fixed;

(c) the quantity of rice bran export-
ed so far; and

(d) whether the export of husk

would not affect the fodder pesition
in India?
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The Minister of Commerce (Shri
Karmarkar): (a) Export of rice bran
was allowed for export only between
July 1954 and December 1955.

(b) Export was allowed both of mill
and hand-pounded bran, without fixing
separate quotas for each.

(c) 30,176 tons of rice bran were
exported upto end of December 1955.

(d) Export of rice husk surplus of
internal requirements is only allowed
for export and the supply position in

the country is constantly kept under
Teview.

Shri Ibrahim: May I know the an-
nual consumption ‘of rice bran in
India?

Shri Karmarkar: I have no figures.
1 am not sure if the result would be
commensurate with the trouble taken
to get the figures. If it is available, I
shall supply it to this Mouse.
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Shri Shree Narayan Das: May I
know the countries to which rice bran
was exported before?

Shri Karmarkar: During 1954-55
rice bran was exported to the United
Kingdom, Ceylon, Japan, Singapore.
Hongkong and Belgium.

Shri N. B. Chowdhory: Can the
hon. Minister give us some idea as to
the juantity of production of rice bran
in the country?
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Shri Karmarkar: I can give the
quantity of production of rice, not of
rice bran. With regard to rice bran,
what I have said about consumption
applies to production also.

CoaL

*330. Shri Krishnacharya Joshi: Will
the Minister of Production be pleased
to state:

(a) what steps Government have
taken for the rationalisation of move-
ment of Coal in the country; and

(b) whether any meeting between
the representatives of the Ministries of
Railway and Production was held for
this purpose?

The Deputy Minister of Production
(Shri Satish Chandra): (a) The steps
taken by Government in the direction
of rationalisation of coal movement
are—

(i) Consumers are allowed to draw

their supplies from the nearest coal-
field only.

(ii) movement from distant coalfields
is permitted only to the extent that coal
of required type is not available from
the nearest field; and

(iii) movement is made as far as
possible in full train loads.

(b) Yes.

Shri Krishnacharya Joshi: May I
know the decisions arrived at as a
result of the meeting of the Railway
Ministry and the Production Ministry?

Shri Satish Chandra: The two Minis-
tries consult each other from time to
time. The object is to eliminate waste-
ful rail movements in order to meet
the consumers’ demands as far as
possible. ‘

Shri Krishnacharya Joshi: May I
know what suggestions were made by
the Railway Ministry to the Coal Com-
missioner in this matter?

Shri Satish Chandra: A certain num-
ber of wagons is placed at the disposal
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of the Coal Commissioner. He makeh
.allotments  according «to the require-
ments of consumers in various areas.

Shri Raghavaiah: May I know whe-
ther the Government have receive
.ed any representations regarding the
absence of movement of coal to the
tobacco growers in Andhra?

Shri Satish Chandra: 1 require notice.

Dr. Rama Rao: Has it come to the
notice of the Government that move-
ment of coal has been delayed due to
the shipping of coal to the wrong port,
i.e. not to the nearest consuming port,
but a distant port, thereby causing
another transhipment by train?

Shri Satish Chandra: If the hon.
Member has any specific instance in
mind, he may bring it to our notice. I
am not aware of any such instance.

Shri Bhagwan Jha Azad : May 1
know by what percentage the actual
transport facilities of coal falls short
of the movement of coal required to
meet the demands in the country at
present?

Shri Satish Chandra: The number of
-wagons which the railways can place
at the disposal of the Coal Commis-
sioner for the movement of coal is
mutually decided upon. A minimum
number and a maximum number are
fixed. Generally, the wagons obtained
bv the Coal Commissioner are nearer
10 the minimum number than the maxi-
‘mum number.
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Shri S. V. Ramaswamy: I could not
follow the answers?

Mr. Deputy-Speaker: Has the hon.
Member any supplementary questions
to ask?

Shri S. V. Ramaswamy: Yes. May I
know if the attention of the Govern-
ment has been drawn to a reported
statement by the French Ambassador
in India at Trivandrum in December
last saying that after the general elec-
tions, conditions will be favourable for
a consideration of this matter? If that
is so, may we know if the forecast of
the His Excellency has come true and
if the political climate in France is
favourable to a happy solution?

Mr. Deputy-Speaker: The question
should be short.

Some Hon. Members: What is the
question?

Mr. Deputy-Speaker: It will be clear -

from the answer.

Shri Jawaharlal Nehrn: In this
matter, it is obvious that the initiative
lies with. the French Government. We
may take the initiative too. We have
taken it. As the answer said, they have
conmmunicated to us that they hope
to take up the matter soon. The House
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may perhaps know that the Foreign
Minister of France is likely to come to
Delhi within about a fortnight or so.

Shri Nambiar: May I know whether
it is a fact that there are complaints
that the Government have gone back
on their promise given to the people
that the favourable things would conti-
nue even after the de facto or de jure
transfer? There are instances where
they have gone back. May I know
about that?

Mr. Deputy-Speaker: This question
relates to de jure transfer.

Shri Nambiar: The Government
have gone back on their promise given
at the time of the de facto transfer.
May I know whether there are in-
stances of going back. The people
want the things to continue.

Mr. Deputy-Speaker: All that does
not arise out of this question. This
question is, what steps have been taken
for de jure transfcrk__,-'/‘i

STATE. TRADING CORPORATION

*336. Dr. Ram Subhag Singh: Will
the Minister of Commerce and Indus-
try be pleased to state:

(a) whether Government propose
to set up a State Trading Corporation;
and

(b) if so, when?

The Minister of Commerce (Shri
Karmarkar): (a) Yes, Sir.

(b) Very soon.

Shri Bansal: May I know what will
be the items in which this State Tra-
ding Corporation will trade and what
will be its constitution?

Shri Karmarkar: We shall publish
that in good time. The matter is under
consideration. :

Shri Bansal: The hon. Minister said
that he was going to form a State
Trading Corporation very soon. Surely
if it is going to be established very
soon, the House must be told as to
what are the itéms in which State
trading will take place, which are the
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countries with which State ‘trading
will be taken up and what will be the
constitution of the corporation.

Mr. Deputy-Speaker: The hon.
Minister has stated, very soon.

Shri M. L. Dwivedi: Will the hon.
Minister be able to tell me what are
the proposals before the Government
which they are considering over the
idea of establishment of such a corpo-
ration?

Shri Karmarkar: The proposal is the
constitution of this corporation.

Shri Kasliwal: May 1 know whether
the Government propose to bring a
Bill in this House for this purpose?

Shri Karmarkar: Proper measures
will be taken.

Shri K. K. Basn: Do the Govern-
ment contemplate bringing within the
scope of this corporation all the export-
able articles which usually have a very
fluctuating market outside?

The Minisier of Commerce and
Industry and Iron and Steel (Shri T. T.
Krishnamachari): The idea behind the
starting of the corporation is that Gov-
ernment should enter into this field.
Naturally, Government must choose
the proper articles in which they will
not make any loss or where, for strate-
gic and other considerations it is
worth-while for Government to enter
this field.

Shri M. L. Dwivedi: May I know if
any scheme has been prepared as to
the financial implications and other
administrative matters?

Shri Karmarkar: Yes.
Shri M. L. Dwivedi: What are they?

Shri Karmarkar: They will be told
later on in due course. All these as-
pects, constitution, finance, the items,—
everything is under consideration. The
hon. Member will have gathered that
I am not prepared now to share it with
the House because it is confidential.
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Shri Bhagwat Jha Azad: May 1
know the rough estimate of extra
quantity of coal to be taken out of
these coal mines that you have men-
tioned?

Shri Satish Chandra: Twenty-three
million tons is the target. The addi-
tional coal production should be 23
million tons over and above what is
being produced today. Out of this, the
Raniganj and Jhana coalfields will
be able to give an additional produc-
tion of about 7 million toms. 'lEi:e rest
will have to come from other coal-
fields.

SiLk

*338, Shri S. C. Samanta: Will the
Minister of Production be pleased to
state:

(2) whether it is_a fact that the
weavers in Banaras are demanding
best possible silk yarn for producing
the best articles marketable in the
United States of America;

(b) whether the kind of silk yarn
demanded is imported or manufactur-
ed in this country;

(c) the quantity of best silk yarn
imported and indigenously met last
year; and

{d) the amount of foreign exchange
earned by the weavers of Banaras by
selling their products abroad?

The Parliamentary Secretary to the
Minister of Production (Shri R. G.
Dubey): (a) Yes, Sir.

(b) The weavers in Banaras use
both imported as well as indigenous
silk yarn.

(c) The average annual consumption
in Banaras is about 3 lakh Ib. of
imported yarn and about 1-8 lakh Ib.
of indigenous silk.

(d) The export trade statistics are
not maintained separately for each
place in the country. Silk manufactures
worth Rs. 20-25 lakhs were exported
during the financial year 1954-55.

Shri S. C. Samanta: May I know
whether any arrangement has been
made for the manufacture of the best
silk during the Second Five Year Plan
as we are importing so much every
year?
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Shri R. G. Dubey: I could not say
offhand. Certaidly, provision has been
made and in keeping with the policy
we are already making more and more
provision.

Shri S. C. Samanta: How many
representations have been received by
the Ministry to ban the import of silk?

Shri R. G. Dubey: There is another
question today to be answered on this
matter. I may just tell the hon. Mem-
ber that from Mysore some of the
silk manufacturers’ associations have
made a representation to that effect.

Shri S. C. Samanta: May I know
from which other place in India, ex-
cept Banaras, silk manufactures are
being exported.

Shri R. G. Dubey:
Mysore also.

INDO-CHINA AGREEMENT

*339. Shri D. C. Sharma: Will the
Prime Minister be pleased to state :

(a) whether Government have re-
ceived any communication from the
Co-Chairman of the Geneva meeting
of nine Powers which negotiated
Indo-China Agreement regarding the
Viet-Nam election deadlock; and

(b) if so, at what stage the matter
is?

The Prime Minister and Minister of
External Affairs (Shri Jawsharlal
Nehru): (a) Yes.

1 think from

(b) Government of India’s reply
was delivered to United Kingdom,
Foreign Office and the Soviet Em-
bassy, London on 21st February, 1956.

1 might add, a copy of the letter
was sent direct to Mr. Molotov in
Moscow.

Shri D. C. Sharma: May I know if
the Government has suggested that
there should be a kind of informal
meeting between Mr. Molotov and Mr.
Selwyn Lloyd for a resolution of this
deadlock?

Shri Jawabarlal Nebru: Yes. When-
ever any difficalty arises there, we
natueally refer to the two Co-Chairmen
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of the Geneva Conference. The present
two Co-Chairmen are Mr. Molotovy
and Mr. Selwyn Lloyd. In the present
instance also, we have referred to them
and sought their advice in the matter.

Shri D. C. Sharma: May I know if
this matter will be formally discussed
with Mr. Dulles even though the
U.S.A. is not a signatory to this agree-
ment?

Shri Jawaharlal Nehru: We have no
agenda for discussion with Mr. Dulles,
but 1 should personally imagine that
this will not form a very prominent
part of our talks.

Shri N. M. Lingam: May I know if
Government is satisfied that the two
Co-Chairmen in this matter, namely,
Mr. Molotov and Mr. Selwyn Lloyd.
are of one mind and if they. do not
think that the SEATO Powers appre-
hend that the result of free elections in
Viet-Nam will have repercussions on
the SEATO Pact?

Shri Jawaharlal Nehru: Government
is quite unable to probe into the minds
of others.

Shri Kasliwal: May I know whether
Government have any information that
Mr. Selwyn Lloyd and Mr. Molotov
are meeting very soon to discuss this
matter.

Shri Jawaharlal Nebru: 1 do not
know when they are meeting.

Shri Kamath: With regard to the
election deadlock in Viet-Nam, is there
any truth in the charge or allegation,
as reported in the press, made by Presi-
dent Diem of South Viet-Nam that the
Communists in the North have ham-
pered or are hampering the implemen-
tation of the Geneva Agreement so far
as Pathet-Laos is concerned? I hope I
am pronouncing the name correctly.

Shri Jawaharlal Nehru: First of all,
as the hon. Member is anxious to pro-
nounce these names correctly, 2
Diam is called Mr. Zem. Secondly, the
hon. Member is referring to what Mr.
Diam thinks about another State, not
his own but another State. namely
Laos. In regard to Laos, there are
charges and counter-charges on both
sides as there are everywhere. But the
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main point about Viet-Nam is that Mr.
Diam does not accept the Geneva
Agreement at all. That is the main
point and difficulty. He says he is not
bound by its provisions.

Shri D. C. Sharma: May I know if
Mr. Diam............I hope, Sir, I have
pronounced the name correctly.

Mr. Deputy-Speaker: I am not able
to hgar the question. What is the ques-
tion?

Shri D. C. Sharma: May I know if
Mr. Diam has given any explanation
to the Co-Chairmen of this Agreement
for not holding the elections in the
month of July, 1956 and if the reasons
that he has given have been examined?

Shri Jawaharlal Nebra: I do not
know what Mr. Diam might have said
directly or privately to the two Co-
Chairmen. I do not remember any
formal communication to that effect,
but the whole point is this, that Mr.
Diam does not admit his liability, his
obligations under the Geneva Agree-
ment, although, of course, the South
Viet-Nam Government has accepted
the benefits from that Agreement. the
major benefit being, of course, the end
of the war and following it, various
other things like the return of prisoners,
this, that and the other. All these bene-
fits have been accepted. Now, in the
ordinary course, talks should have
begun between North and South Viet-
Nam in July last, I think, so that elec-
tions might take place next July, but
no talks have begun yet and it is
obvious that it is highly improbable
that elections can take place in July
next now. Anyhow, the first thing that
has to be settled is the obligation of
people to honour the Geneva Agree-
ment and then to carry out that obliga-
uon.

W feed



za o’ § @ g A O $YW @ FaA
ora o & og wrew & 5 ofidt af
® i 7 Wiy e &1 faawor
fas gfaamms g

Dr. Keskar: This question does not
relate to this. .

~ Shri K. K. Basua: May I know the
name of the country which has the
best reception of Indian films,

Dr. Keskar: Very few Indian films
are being exported at this time. I
would say that the largest number of
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films have been exported only during
the last two or three years, and they
have been to the USSR.

Prime Minister be pleased to state
whether any authority is functioning
in that part of the territory of
which is not governed by the Portu-
guese at present?

The Deputy Minister of External
Affairs (Shri Anil K. Chanda): Dadra
and Nagar Haveli, two Portuguese en-
claves in India were liberated by un-
armed Goan nationalists in July-
August 1954 acting in co-operation
with the people of those areas. They
are being administered by the repre-
sentatives of the people of the en-
claves. _

Shri Velayadhan: May I know who
is actually ruling this particular area
now? Is it the Government of Bombay
or is there any administrative organisa-
tion there set up? The Goan nationa-
lists in Bombay have demanded that
administrative machinery should be set
:J]F there with the consent of the people

ere.

Shri Anil K. Chanda: The people
who have liberated those areas have
set up a Board of their own, but I do
not know if there is any one individual
who is ruling there.

Shri Velayndhan: May 1 know
whether there is any control or super-
vision or any contact by the Govern-
ment of India or the Government of
Bombay over the administration of
this particular territory?
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Shri Anil K. Chanda: The Govern-
ment of India do not come into the
picture at all.

Shri Velayndhan: May I know
whether there was any demand from
the Goan nationalist body in Bombay
that some particular administrative
machinery should be set up and that
the present so-called administrative
machinery is defective in character and
nature?

Shri Anil K. Chanda: One Dr. R. G.
Kamat, President of the United Front
of Goans has been writing in the
papers that there should be a pro-
visional government set up in those
liberated areas, but obviously it is a
matter for the people who have
liberated those areas to set up their
own government.

Shrimati Renn Chakravarity: In
view of the fact that the liberation was
for integration with India, after the
liberation, has there been no negotia-
tion between the people who liberated
them and the Government of India to
take over?

The Prime Minister and Minister of
External Affairs (Shri Jawaharial
Nehru): There is no question of nego-
tiations with them. There is no doubt
about it that the people of those terri-
tories want full integration with India.
But it is the Government of India that
did not wish to take any such legal
step, because of the larger question of
Goa impending. Of course, a time will
come when all these will be integrated
to India.

EarTH MoOVING EQUIPMENT

*345, Shri Tulsidas: Will the Minis-
ter of Commerce and Industry be
pleased to state:

(a) whether Government appointed
a Committee on Earth Moving Equip-
ment in December, 1955; and

(b) if so, whether it has submitted
its report?

The Minister of Industries (Shri
Kanungo): (a) Yes, Sir.

(b) The Committee has not yet
completed its deliberations.
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Shri Tulsidas: May I know the num-
ber of manufacturers of earth-moving
equipment in India?

Shri Kanungo: There are no manu-
facturers as such who produce . the
entire machines, but there are various
factories which have got capacity to
produce components.

Shri Tulsidas: May I know whether
these manufacturers are finding any
difficulties in producing those compo-
nents or in expanding their pro-
grammes?

Shri Kanungo: It is precisely for
finding that out that this committee has
been appointed.

SinDR1 NEWS

*346. Thakor Jugal Kishore Sinha:
Will the Minister of Production be
pleased to state:

(a) the cost and income of the pub-
lication of Sindri News;

(b) number of copies printed and
the manner in which distributed; and

(¢) the number of copies which are
s:gplied to paid subscribers and to
others as complimentary copies?

The Partismentary

of i (Shri R. G.

Dubey) : (a) to (c). A statement is
laced on the Table of the Lok Sabha.
See Appendix II, annexure No. 44.]
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Shri B, S, Murthy: May I know
whether it is the intention of Govern-
ment to have a magazine for each
fertiliser factory?

Shri R. G. Dubey : I could not say
that about the other concerns, but for
the present we have made a beginning
so far as the Sindri Fertilisers are con-
cerned.

TR T
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MatcH INDUSTRY

*347 Shri Veeraswamy: Will the
Minister of Commerce and Industry
be pleased to state:

(a) whether Government are aware
that about 60 Match factories in Sattur
and Sivakasi area in Madras State
have decided to stop production from
March, 1956, if Government do not
establish a Central Marketing Organi-
zation for hand made matches; and

(b) if so, the action Government
have taken or propose to take in the
matter?

The Minister of Commerce aund
Industry and Iron and Steel (Shri T. T.
Krishnamachari): (2) A resolution to
this effect has apparently been passed
at a meeting of the owners of these
match factories.

(b) The factories are largely B class
factories owned by private individuals.
Government have suggested that they
should float a Joint-Stock Company
for the purpose of marketing their
products. The difficulty seems to be
that they could not get together for this
purpose.

Shri Veeraswamy: May I know
whether any representation has been
received from the match manufacturers
requesting Government to establish a
marketing society, so that they could
compete with the Western India Match
Manufacturing Company?

Shri T. T. Krishnamachari: Yes,
some people saw me recently about it.

Shri Natarajan: Is it not a fact that
WIMCO had increased their sales
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through their powerful marketing orga-
tSu:at;‘?)n by reducmg the prices in the
ut

Shri T. T. Krishnamachari: I have:
no information to that effect.

Shri Natarajan: Is it a fact that.
there was a gentleman’s agreement
between Government and the WIMCO:
at the time of the Taxation Enquiry
Commission early in the thirties,
that the WIMCO should restrict their
production to 50 per cent. of the all-
India consumption, and the balance
should be reserved for the hand-made
industry, and if so, may I know
whether Government are taking any
steps to implement that?

Shri T. T. Krishnamachari: Notice.

Shrimati Jayashri: May I know the
total number of factories manufactur-
ing matches in India, and the number
of people employed in them?

Shri T. T. Krishnamachari: That
question does not arise out of this.

Shri Veeraswamy: May I know
whether it is not a fact that the match.
manufacturers are not supplied even
wagons to export match-boxes from
their area to other areas?

Shri T. T. Krishnamachari: 1 am
afraid this question must be addressed
to the Minister of Railways.

Shri Velayndhan: May I know what
will happen to the large number of
employees working there, in view of
Government's decision to stop produc-
tion of goods by them?

Shri T. T. Krishnamachari: I am
afraid my hon. friend has mistaken the-
question. Government have not decid--
ed to stop anything. Private manufac--
turers who have been making money
by employing, these people and produc-
ing matches have said, “Unless some-
thing is done, we shall close down™.

I might add for the information of
the House, because the House seems to-
be interested in this matter, that about
three and a half years back, we made
an attempt to bring these people to-
gether. In fact, I went down to Madras.
myself. But these factories did not
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want to put out any money themselves;
they wanted Government to put out
all the money. And Government can-
not operate this body under any exist-
ing scheme governing co-operative
enterprises because there is exploita-
tion, so far as these factories are con-
cerned. Subsequently, the position of
the industry was very good,

matches were selling well, and they
were prosperous, and then they forgot
all about it. Now again when thc down-
ward trend has started, they think that
Government must put out their money.

Government are quite prepared to
help any co-operative enterprise, but
they cannot give help to enterprises
where the main motive is that of mak-
ing profits.

Shri Bhagwat Jha Azad: May 1
know what action has been taken by
Government since the passing of this
resolution, to provide -them with
marketing facilities which, it appears
from the resolution, they have been
demanding?

Shri T. T. Krishnamachari: Again,
my hon. friend is not correctly inform-
ed about the position. 1 have explained
for about two. minutes what the posi-
tion is. Somebody passes a resolution
which means committing Government
to an expenditure of Rs. 40 lakhs; well,
no action is possible on that. Those
people must help themselves. If they
say that they shall put out money to
the tune of Rs. 35 or 30 or even 25
lakhs, then I can possibly ask the
Industrial Finance Corporation or the
State Finance Corporation to help
them. But Government cannot find
the money in the case of an industry
where profit is the main motive,

INDIANS IN RHODESIA AND
NYASALAND

*349. Sardar Iqbal Singh: Will the
Prime Minister be pleased to state:

(a) whether the Governments of
Southern Rhodesia, Northern Rhode-
sia and Nyasaland have passed legis-
lations which restrict the movements
of Indians from one territory to the
other; and
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(b) if so, the steps taken in the
matter?

The Deputy Minister of External
Affgirs (Shri Anil K. Chanda): (a)
Under Section 4(1) (c) of the Southern
Rhodesian Inter-Territorial Movement
of Persons (Control) Act, 1954, any
person who is born or resident in
Northern Rhodesia or Nyasaland and
who is not a European or a Native
is prohibited from entering Southern
Rhodesia. Thus, the entry into South-
ern Rhodesia of Indians residing in
Northern Rhodesia and Nyasaland has
been restricted. No such restriction has
been imposed on Indians living any-
where in the Federation of Rhodesia
and Nyasaland by the Governments of
Northern Rhodesia and Nyasaland.

(b) The Government of India have
not found it possible to take any steps
in the matter.

Sardar Igbal Singh: May I know
whether it is a fact that the Govern-
ment of Southern Rhodesia have given
a definite assurance at the time of the
information of this Federation that no
racial discrimination policy will be
followed, and if so, whether the Gov-
ernment of India have written to that
effect to the Government of the Central
African Federation?

Shri Anil K. Chanda: I am not quite
sure if any such assurance was given
by the Government of Southern
Rhodesia. In fact, I would be sur-
prised if there was any, because there
is an Act from 1924 onwards virtually
banning the immigration of Indians
into Southern Rhodesia.

Sardar Igbal Singh: May I know

‘whether there was a general assurance

that no definite racial discrimination
policy would be followed in the Central
African Federation, and if so, whether
the Government of India have written
to that effect to the Government of the
Central African Federation?

Shri Anil K. Chanda: I have already
said that I am not aware of any such
assurance.

The Prime Minister and Minister of
External Affairs (Shri Jawaharial
Nehra): If I may say so, vague state-
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ments to that effect were made at that
time; not precise assurance but vague
general statements were made.

The present Iaw may be said not to
discriminate, but in effect it does. But
it does not apply to Indians only; it
applies to others too. But in effect the
burden of it falls upon Indians as well
as other Asians.

Another difficulty has been that there
are many discriminating features in the
Central African Federation, even in
personal treatment etc. When we
inform that Government, they ex-
press their regret and they say, “We
are sorry for this, but we are power-
less”, that is to say, the people do it,
or the municipality does it or some-
body else does it, but not the Govern-
ment. But the Government have said
that it is true.

Only a few days ago, some leading
members of the Central African
Federation criticised rather strongly
the attitude of the South African Gov-
ernment in regard to segregation. They
said, “We in the Central African
Federation are not going to follow it,
that is, the policy of segregation”.

So, there are these rather confusing
and contradictory trends, but the broad
trend is certainly in favour of discrimi-
nation.

WRITTEN ANSWERS TO
QUESTIONS

SMALL ScALE INDUSTRIES IN
TRAVANCORE-COCHIN

*323, Shri V. P. Nayar: Will the
Minister of Commerce and Industry be
pleased to state:

(a) whether it is a fact that grant or
aid given by Government to the Go-
vernment of Travancore-Cochin for
Village and Small Scale Industries was
not utilised in full by the State Govern-
ment;

(b) whether it is also a fact that
during the end of December, 1955, he
called a meeting of representatives of
the State at Madras, and asked them
to explain the circumstances in which
the amount was not utilised ; and
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(c) if so, the final outcome of the
meeting?

The Minister of Industries (Shri
Kanungo) : (a) Yes, Sir.

(b) and (c). A meeting of the repre-
sentatives of the Madras, Andhra,
Mysore and Travancore-Cochin Go-
vernments was held at Madras on 27th
December, 1955 mainly to review the
progress in the execution of the
schemes sanctioned by the Government
of India for development of small scale
industries. The Minister for Commerce
and Industry who presided over the
meeting stressed the need for quicker
progress in the implementation of the
schemes.

DISPLACED AGRICULTURIST FAMILIES
oF Puwnias

*328, Sardar Hukam Singh: Will the
Minister of Rehabilitation be pleased to
state :

(a) the number of displaced agricul-
turist families of Punjab or Punjabi
extraction who had got their land
claims registered under the East Pun-
jab (Registration of land claims)
Act, 1948 and verified by the Pun-
jab Government for properties left in
West Pakistan, but had temporary
allotments in Ganganagar District of
Rajasthan ; and

(b) the number of such allottees who
have been given quasi-permanent allot-
ments in Ganganagar now?

The Minister of Rehabilitation (
Mehr Chand Khanna): (2) 815.

(b) Nil. Rule 64 of the Displaced
Persons (Compensation and Rehabili-
tation) Rules has been recently amend-
ed and action will now be taken to
confer ownership on these allottees,

STEEL IMPORTS
*331. Shri G. P. Sinha: Will the
Minister of Commerce and Industry be
pleased to state :
(a) whether India proposes to enter

into an agreement to mport steel from
the U. 8. S. R. ; and

" (b) if so, the quantity thereof?
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The Minister of Commesce and
Industry and Iron and Steel (Shri T. T.
Krishnamachari: (a) and (b). Yes, Sir.
One million tons during 1956 to 1958.

EXPENDITURE ON FIRST FIVE
YEAR PLAN

*333, Shri S. C. Singhal: Will the
Minister of Planning be pleased to
state:

(a) ‘the amount of the revised esti-
mated expenditure on the First Five
Year Plan ;

(b) the amount which will be met
from general revenues of the Central
and State Governments; and

(c) the total amount which will be
met by (i) loans, (ii) foreign aid and
(iii) deficit financing?

The Deputy Minister of Planning
(Shri S. N. Mishra): (a) Rs. 2120
crores. This includes actuals for the
first three years, revised estimates for
1954-55 and budget estimates for
1955-56:

(b) Rs. 626 crores, including Rs. 490
crores frpm current revenues, Rs. 116
crores from railways and Rs. 20 crores
from miscellaneous capital receipts;

(c) (i) Rs. 487 crores, including
Rs. 203 crores for loans from the
public and Rs. 284 crores for small
savings and unfunded debt;

(ii) Rs. 230 crores; _

(iii) Rs. 777 crores. This deficit is to
be covered by increase in floating debt,
sale of securities and withdrawal from
cash balances.

FoUNDRY TECHNOLOGY

*335, Shri M. R. Krishna: Will the
Minister of Commerce and Industry
be pleased to state:

(a) whether it is a fact that a certain
number of students have been selected
and sent to the United Kingdom for
specialised training in foundry techno-
logy at the Wolverhampton Municipal
College in Staffordshire; and

(b) if so, their number and the
period of their training?
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The Minister of Industries (Shri
Kanungo): (a) Yes, Sir. The persons
sent are not, however, students, but
i‘.@:ch.mclans already employed in the
ine.

(b) Number—6.

Period of training:

10 months in the case of five and
about 2 years in the case of one.

SMALL SCALE INDUSTRIES

*340. Shri Punnoose: Will the
Minister of Commerce and Industry
be pleased to state:

(a) whether it is a fact that a
regional conference of representatives
of the State Governments who are
directly concerned. with the imple-
mentation of schemes relating to small-
scale and handloom industries, was
held in Bombay in January 1956; and

(b) if so, the nature of decisions
taken at this conference?

The Minister of Industries (Shri
Kanungo): (a) Yes, Sir.

(b) The conference was convened
mainly to review the progress made by
the State Governments in the field of
handloom and small-scale industries.
The need for quickening the pace of
progress was impressed on the State
Governments at the meeting.

SALEM STEEL PLANT

*341. Shri Sivamurthi Swami: Will
the Miniser of Commerce and Indus-
try be pleased to state whether a
scheme for putting up a low-shaft
furnace in Salem in connection with
the iron and steel plant to be set up
there has taken shape?

The Minister of Industries (Shri
Kanungo): No, Sir. Not yet.

Sk INDUSTRY

*342. Shri N. Rachish: Will the
wm of Production be pleased to

(a) whether any representations
(a,fre lkrecel:ired from the representatives
silk industry in Mysore seeking
tection for the indusﬂy: and L
(b) if so, the action taken?
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The Parliamentary Secretary to the
Minister of Production (Shri R. G.
Dubey): (a) The sericulture indus-
try is already protected since 1934,
but representations have been receiv-
ed seeking a total ban on imported
yarn.

(b) Government are importing a
limited quantity of raw silk to regu-
late the market. The Central Silk
Board, release it in small lots after a
careful study of market trends with a
view to avoid any adverse effect on
indigenous silk. It is not considered in
public interest to impose a total ban.

ASIAN-AFRICAN CONFERENCE

*348. Shri M. S. Gurupadaswamy:

Shri M. Islamuddin:

Will the Prime Minister be pleased
to state:

(a) whether the next session of the
Asian-African Conference has been
postponed; and

(b) if so, the reasons therefor?

The Deputy Minister of External
Affairs (Shri Anil K. Chanda): (a) and
(b). No date for holding the next ses-

sion of the Asian-African .Conference
was ever fixed.
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SALT MANUFACTURE

*351. Shri Nambiar: Will the Minis-
ter of Production be pleased to state:

(a) whether Government have re-
ceived any representation from Vali-
bar Sangam of Sevandakulam (Tuti-
corin-Madras State) containing sugges-
tions for assignment of land for salt
manufacture; and

(b) if so, decision of Government in
this matter?

The Deputy Minister of Production
(Shri Satish Chandra): (a) Yes.

(b) The request of the Sangam
received in May 1951 could not be
acceded to, because the land in ques-
tion had been leased out to a Co-opera-
tive Society in 1950.

SALT

*352. Shri C. R. Narasimhan: Will
the Minister of Production be pleased
to state: .

(a) whether the extent of loss to
the salt manufacturers of Madras
State caused by the recent cyclone has
been investigated;

(b) whether some relief and con-
cession were asked for by the affected
salt manufacturers; and

{c) the action being taken in the
matter?

The Parliamentary Secretary to the
Minister of Production (Shri R. G.
Dubey): (a) Yes.

(b) Yes.

(c¢) (i) Grants-in-aid and interest-

free loans have been sanctioned for the
rehabilitation of salt manufacturers;

(ii) Stocks of Government Reserves
as well as sub-standard salt held under
ban have been released;

(iii) Damages to channels, bunds,
roads, etc. within the factory premises

are being repaired.
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DEPUTATION OF INDIAN SCIENTISTS
10 UK. ATOMIC REACTOR
ScHooL, HARWELL

*355, Shri Shree Narayan Das: Will
the Prime Minister be pleased to state:
(a) whether Indian scientists have

"been sent or have themselves gone to

attend a course at the U. K. Atomic
Research  Establishment  Reactor
School at Harwell; and

(b) if so, the number of such scien-
tists?

The Prime Minister and Minister of
External Afiairs (Shri Jawaharlal
Nehru): (a) and (b). The Government
have deputed three scientists to attend

the course at the Reactor School at
Harwell in the United Kingdom.

ATtomic REAcTORS

*356. Shri Radha Raman:

Will the Prime Minister be pleased
to state:

(a) whether Government were con-
sidering the possibility of establishing
Atomic Reactors, using thorium in-
stead of uranium for breeding and as
a power generator,

(b) when the Swimming Pool Reac-
tor at present under construction at
Bombay will begin functioning; and

(c) what is the estimated expendi-
ture to be incurred on this project?

The Prime Minister and Minister of
External Affairs (Shri Jawaharial
Nehra): (a) Yes.

(b} About the middle of this year.

(c) Approximately Rs. 26 lakhs,
excluding the cost of fuel elements,
which are to be obtained on hire from
the United Kingdom Atomic Energy
Authority.

CANALISATION OF IMPORTS

*357. Shri Bansal: Will the Minister
of Commerce and Industry be pleased
to state:

(a) whether Government have made
any assessment of their scheme for
the canalisation of imports of certain
items such as raw silk, caustic soda,
soda ash, sodium bicarbonate, etc.;
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(b) whether it is a fact that the
scheme has not prevemed fluctuations
in prices; and

(c) if so, whether Government pro-
pose to continue the scheme?

The Minister of Commerce (Shri
Karmarkar): (a) Yes, Sir.

(b) It is too early to judge the re-
sults of these schemes. .

(c) Yes.

INDIAN INDUSTRIES FAIR

%458 Sardar Hokam Singh:
Shri Velayndhan:

Will the Minister of Commerce and
Industry be pleased to state:

(a) whether certain countries have
presented some of their exhibits in
the Indian Industries Fair to the Gov-
ernment of India;

(b) if so, which are those countries;
and

(c) what are these exhibits?

The Minister of Commerce (Shri
Karmarkar): (a) Yes, Sir.

(b) US.A., China and the German
Democratic Republic.

(c) A statement is laid on the Table

of the Lok Sabha. [See Appendix II,
annexure No. 45.]

CortToN IMPORTS

*359, Shri S. C. Singhal: Will the
Midister of Commerce and Industry
be pleased to state:

(a) the figures of the import of
cotton in India during 1955;

(b) the reasons for the increase of
the cotton prices at present;

(c) whether these prices have in-
creased in the countries from where
it is imported; and

(d) the steps taken by Government
to reduce the prices?

The Minister of Industries (Shri
Kanungo): (a) In the cotton year 1954-
55, 6,15,435 bales of cotton were
imported.

(b) and (c). The prices of cotton
imported in India have gone up in the
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countries of their origin and conse-
quently also in India.

(d) In view of the reply to parts (b)
and (c) of the Question, there is hard~
ly any thing that Government can do
in the matter. There is no control on
prices of foreign cotton.

TeLco

*360. Shri T. B. Vittal Rao: Will the
Minister of Commerce and Industry
be pleased to state:

(a) whether it is a fact that Messrs.
Tata Locomotive and Engineering
Company Limited, Bombay have sub-
mitted any scheme for the expansion
of their present undertaking in the
country in collaboration with Messrs.
Daimler Benz A. G. (West Germany);

(b) if so, the details of this scheme;
and

(c) whether Government have ap-
proved this scheme?

The Minister of Industries (Shri
Kanungo): (a) to (c). Yes, Sir. Messrs.
Tata Locomotive and Engineering
Company Limited, who held a licence
to manufacture 3,000 diesel driven
trucks on a single shift basis applied
for permission to work two shifts.
permission was granted in December,
1955.

BORDER INCIDENTS NEAR JAMMU
AND KaASHMIR STATE

*361, Shri M. R. Krishna: Will the
Prime Minister be pleased to state
whether it is a fact that a few Pakis-
tani Nationals who trespassed into
Jammu and Kashmir State were shot
by the Indian Troops on the 28th of
November, 19557

The Deputy Minister of External
Affairs (Shri Anil K. Chanda): On
a number of
Pakistanis, engaged in cutting grass,
surreptitiously surrounded an Indian
special armed patrol, about half a mile,
within our territories, of the border
near Akhnur. In order to disengage
themselves, our patrol fired one shot
which resulted in the death of one
Pakistani. No Indian troops were in-
volved in the incident.
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Goa
*g62. {Slu'll) C.Sh.fnn:

Will the Prime Minister be pleased
to state:

(a) whether Government are aware
of the fact that some Indian Nationals
in Singapore, Aden and Hongkong
have been trading with Goa clandes-
tinely: and

(b) if so, whether Government pro-
pose to take any action in the matter?

The Deputy Minister of External
Affairs (Shri Anil K. Chanda): (a) and
(b). Government are aware that cer-
tain Indian nationals in Aden and
Singapore have exported goods to Goa.
It has been suggested to Indian
nationals not to export goods to Goa.
No information is at present available
of exports to Goa from Hong Kong.
The Government of Bombay and the
appropriate departments of the Go-
vernment of India have been requested
to keep a watch over exports from
Bombay, of Indians goods to Goa
via Aden.
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QuaLiTy CoNTROL ON CLOTH

Will the Minister of Commerce and
Industry be pleased to state :

(a) whether Government enforce any
quality control on the manufacture of
cloth; and

(b) if so, the nature and manner
thereof?

The Minister of Commerce (Shri
Karmarkar): (a) and (b). Textile Mills
are required to conform to certain pres-
cribed. specifications in respect of
manufacture of cotton textiles which
relate to counts of warp and weft yarn
and reed-pick difference. There is also
a voluntary system of inspection
cloth meant for export to see whether
it is according to standard wvarieties.
Facilities, free of charge, are offered
to any exporter or foreign buyer, who
may want guarantee of quality

ANECDOTES ON MaHATMA GANDHI

Shri S. C. Samanta:
*365. Dr.RamSnblngSmgll

Gadilingana Gowd :

Will the Minister of Information and
Broadcasting be pleased to state :

(a) whether it is a fact that All
India Radio is trying to compile short
anecdotes and stories about Mahatma
Gandhi;

(b) if so, the arrangements being
made to collect unpublished anecdotes

from the living contemporaries; and

(c) the number of anecdotes and
storics that were broadcast on the
death anniversary of Mahatma Gandhi
on the 30th January, 19567

The Minister of Information and
Broadcasting (Dr. Keskar): (a) to (c).
As a part of 30th January celebrations
All India Rg;:lio has initiated a new

anecdotes
of gandhiji and wherever possible get
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living contemporaries to broadcast un-
published true anecdotes of Gandhiji.
Some anecdotes were accordingly
broadcast from certain stations. It is
proposed that later collected anecdotes
will be published in a book-form.

EXPENDITURE ON BHAKRA Dam
ProsecT

*366. Sardar Igbal Singh: Will the
Minister of Irrigation and Power be
pleased to refer to the reply given to
Starred Question No. 50 on the 25th
July, 1955 and state:

(a) whether the review of the esti-
mated expenditure on the Bhakra Dam
Project has been finalised; and

(b) if so, the estimated amount of
increase and reasons therefor?

The Deputy Minister of Irrigation
and Power (Shri Hathi): (a) Revived
estimate has been prepared but it has
not yet been approved.

(b) As against the estimate of
Rs. 1588834 crores worked out in
1954, the estimated cost now stands
at Rs. 173-5483 crores, resulting in an
increase of Rs. 14:6649 crores. This
increase is due to the widening of the
scope of the Project, viz. installation
of an additional unit at each of the
Power Houses at Ganguwal and
Kotla, as also four additional units
at the Bhakra Power House, besides
additional expenditure on the civil
works on the right bank Power
House.

ENGINEERING PERSONNEL COMMITTEE

*367. { Shri Wodeyar:
Gowd:

Shri Madhao Reddi:

Will the Minister of Planning be
pleased to state:

(a) whether the Engineering Person-
nel Committee appointed by the Com-
- mission has submitted its report; and

(b) if so, what are its recommenda-
tions?
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The Deputy Minister of
and Power (Shri Hathi): (a) The
Engineering Personnel Committee has
so far sent only its Interim Recom-
mendations.

(b) A copy of the Committee’s
Interim Recommendations is placed on

" the Table of the Lok Sabha. [Placed

-in Library. See No. 5-72/56.]

CONVERSIONS OF MUSLIMS

*368. Shri M. R. Kﬁsinl:°
( Shri Krishnacharya Joshi:

Will the Prime Minister be pleased
to state:

(a) whether Government are aware
of the fact that reports of large scale
conversions of Muslims to Hinduism
in India are appearing in the Pakistan
Press; and

(b) if so, what steps have been
taken to contradict these false reports?

Tiee Deputy Minister of External
Afiairs (Shri Anil K. Chanda): (a) and
(b). Recently the Pakistani Press gave
wide publicity to a report published in
an Urdu daily of Delhi towards the
end of December 1955, alleging mass
conversion of Muslims to Hinduism in
Rajasthan. In the meanwhile, however,
the Indian newspaper had the report
verified and finding that it was false,
issued a contradiction which was pub-
lished in a number of newspaper in
Pakistan. Our High Commissioner in
Karachi and Deputy High Commis-
sioner in Lahore also made statements
to the Press refuting reports of con-
version of Muslims in India.

NATIONAL LABOUR FORCE

*369, Thakur Jugal Kishore Sinha:
Will the Minister of Planning be pleas-
ed to state the decision of the Govern-
ment in connection with the establish-
ment of a National Labour Force?

The Deputy Minister of Planaing
(Shri S. N. Mishra): No decision has
been taken by Government so far
regarding the establishment of a Na-
tional Labour Force.
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.HEAVY WATER MODERATED REACTOR

Shri Balwant Sinha Mehta:’
*169. < Shri M. S. Gurupadaswamy:
Shri S. V. Ramaswamy:

Will the Prime Minister be pleased
to state:

(a) whether it is a fact that a heavy
water moderated reactor will be set up
in OUr country very soon;

) if so, where it is likely to be
established; and

(c) what would be the approximate
cost of heavy water per ton obtained
as a by-product?

The Prime Minister and Minister of
External Affairs (Shri Jawaharlal
Nehru): (a) Yes.

(b) At the Atomic Energy Establish-
ment at Trombay near Bombay.

(c) The approximate cost per ton of
heavy water that will be produced at
the Fertiliser-cum-Heavy Water Plant
at Nangal can be estimated only after
the project “reports, which have been
called for from the technical consul-
tants, are received and considered by
Government.

CotTtoN TEXTILES

170. Shri Tulsidas: Will the Minister
of Commerce and Industry be pleased
to state:

(a) the total production of mill cloth,
power-loom cloth and handloom cloth,
during the calendar years 1953, 1954
and 1955;

(b) a break-up of the different varie-
ties of cloth according to coarse, medi-
um, fine and superfine; and

(c) whether there is any tendency
for shift towards production of fine and
superfine varieties?

The Minister of Commerce and
Indostry and Iron and Steel (Shri T. T.
Krishnamachari): (a) and (b). A state-
ment is attached. [See Appendix II,
annexure No. 46.]

(c) There has been a shift towards
fine and superfine varieties in the case
of handloom cloth,
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D.G.C.1.5.—INVESTIGATION

171. Shri Tulsidas: Will the Minister
of Commerce and Industry be pleased
to state:

(a) whether the ad hoc Committee
set up to investigate the working of
the Directorate General of Commercial
Intelligence and Statistics, Calcutta,
had recommended the appointment of
a Standing Advisory Committee;

(b) if so, whether this Advisory
Committee has since been set up; and °

(c) the number of meetings held so
far and the decisions taken by the
Advisory Committee?

The Minister of Commerce and
Industry and Iron and Steel (Shri T, T.
Krishmamachari): (a) and (b). Yes, Sir.

(c) Only one meeting has been held
at which' the Committee discussed
matters relating to:—

(i) compilation of a booklet giving
information about various kinds
of taxes levied by the Central
and State Governments;

(ii) change over from the current
classification of goods in foreign
trade accounts to an amplified
list based on the Standard Inter-
national Trade Classification; and

(iii) expansion of and improvement
in Commercial Intelligence work.

KoNarR Dam

172. Thakur Jugal Kishore Sinha:
Will the Minister of Irrigation and
Power be pleased to refer to the reply
given to Unstarred Question No. 89 on
the 24th November, 1955 and state the
break up of item Nos. 1, 3 and 10 of
the estimated expenditure on the open-
ing ceremony of Konar Dam of Damo-
dar Valley Corporation?

The Deputy Minister of Irrigation
and Power (Shri Hathi): The necessary
information is being collected from the
Damodar Valley Corporation and will
be laid on the Table of the Lok Sabha

as soon as possible.
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Inpian FiLM INDUSTRY

173, Shri A. K. Gopalan: Will the
Minister of Information and Broad-
casting be pleased to state:

(a) the salient features in the Se-
cond Five Year Plan for development
of the Indian Film Industry; and

(b) the steps Government propose to
take ultimately to (i) ban exhibition of
pornographic films (ii) enlarge the
.scclrpe? of cheap films of educative
value.

The Minister of Information and
Broadcasting (Dr. Keskar): (a) The
question of setting up a National Film
Board and a Film Institute is under
consideration and the possibilities of
manufacture of raw film and cinema
projectors as recommended by the
Film Enquiry Committee are also be-
ing examined.

(b) Pornographic films are even to-
day not allowed to be exhibited. A
Film Production Bureau is being
contemplated which will prevent from
inception the production of such films.
The Films Division by itself and
through private producers will expand
the production of films of educative
value and the Children’s Film Society
is undertaking the production of enter-
tainment films for children.

STEEL PRODUCTION

174. Shri G. P. Sinha: Will the
Minister of Commerce and Industry
be pleased to state the total production
of steel in India during 19557

The Minister of Commerce and
Induostry and Iron and Steel (Shri T, T.
Krishnamachari): 1,260,358 tons.

SEWING MACHINES

175. Shri D. C. Sharma: Will the
Minister of Commerce and Industry be
pleased to state:

(a) whether during the currént licen-
sing period ad hoc licences have been
given for the import of sewing
machines;

(b) if so, value thereof; and
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(c) the names of the established im-
perters to whom such licences have
been issued?

The Minister of Commerce and
Industry and Iron and Steel (Shri T. T.
Krishnamachari); (a) No, Sir.

(b) and (c). Do not arise.

InDiaAN EMBASSIES

176. Shri S. C. Samanta: Will the
Prime Minister be pleased to refer to
the reply given to Unstarred Question
No. 341 on the 7th December, 1955
and state:

(a) whether the case referred to in
answer to part (b) of the gquestion viz.
purchase of immovable property
abroad by the wife of an Indian em-
bassy official has been enquired into;

(b) if so, the findings thercof; and
(c) the steps taken in the matter?
The Prime Minister and Minister of

External Affairs (Shri Jawaharlal
Nehru): (2) Yes.

(b) and (c). Government are satisfied
that the property was purchased by the
officer’s son-in-law in the name of the
officer’s wife. All the same, the trans-
action should have been reported to
Government in time. The cer was
informed accordingly. He has since left
Government sefvice.

MAITHON PROJECT

% Shrimsti Renu Chakravarity:
¥77-\ Shri Tushar Chatterjea:

Will the Minister of Irrigation and
Power be pleased to state:

(a) the number of workers in the
Maithon Project of Damodar Valley
Corporation in June-July, 1953;

(b) the number of departmental
workcha.rgod staff during the same
period

(c) thc number of - persons working
now in both categories;

(d) the number of persons expect-
ed to be rendered surplus in the next
six months;

(e) whether they are assured. of jobs
elsewhere;
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(f) the number of persons who got
‘igt:is among those rendgred surplus;

(g) whether the Damodar Valley
Corporation has any method of follow
up of those rendered surplus?

The Deputy Minister of Lrrigation
and Power (Shri Hathi): (a) 5442 in-
cluding Contractors’ labour.

(b) 2417.

(c) 9367
labour.

(d) 6000.

(e) The DVC cannot give any such
assurance. The Ministry are, however,
exploring all possible avenues of secur-
ing alternative employment for the
surplus technical personnel.

(f) 42.

(g) Yes.

including  Contractors’

PEACEFUL USES OF ATOMIC ENERGY

Shri D. C. Sharma:
178 {Surd-rlq Singh:
Krishnacharya Joshi:

Will the Prime Minister be pleased

to state:

(a) whether the Government of
India have entered into Agreements
with the Governments of other coun-
tries for sharing the secrets of Atomic
Research for peaceful use; and

(b) if so, the names of those coun-
tries?

The Prime Minister and_Minister of
External Affairs (Shri Jawaharlal
Nehru): (a) India is in close touch with
other countries for co-operation and
collaboration in atomic research and
has formal agreements with some of
them.

(b} The countries concerned include
Sagfa. Franoe. Norway, UK. and

REHABILITATION OF DISPLACED
Persons v PEPSU

179, Shri D. C. Sharma : Will the
Minister of Rehabilitation be pleased
to state the amount spent so far on the
rehabilitation of displaced persons in
the PEPSU?
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The Ministry of Rehabilitation (Shri
Mehr Chand Khanna): The collection
of this information, which is not readi-
ly available, will involve time and
labour not commensurate with the re-
sults to be achieved.

SINDRI FERTILIZER FACTORY

180. Shri D. C. Sharma : Will the
Minister of Production be pleased to
state the number of foreigners employ-
ed at present in the various depart-
ments of Sindri Fertilizer Factory?

The Minister of Prodaction (Shri K,
C. Reddy): One.

ProHiBITION ENQUIRY COMMITTEE
REPORT

181. Shri Kamath: Will the Minister
of Planning be pleased to state:

(a) whether all State Governments
have expressed their views on the re-
port of the Prohibition Enquiry com-
mittee; and

(b) if so, the reaction of each of the
State Governments thereto?

The Deputy Minister of Planning
(Shri S. N, Mishra): (a) Yes, except the
State Government of Orissa.

(b) A summary of views is placed on
the Table of the Lok Sabha. [See Ap-
pendix TI, annexure No. 47.]

HinpusTan MoToR CARS

182. Th. Lakshman Singh Charak:
Will the Minister of Commerce and
be pleased to state:

(a) the number of Hindustan Motor
Cars exported in the years 1954 and
1955; and

(b) the names of the countries to
which these cars have been exported?

The Minister of Commerce and
Industry and Iron and Steel (Shri T. T.
Krishnamachari): (a) and (b). There
were no commercial exports in 1954
and 1955 of Hindustan Motorcars.

MoTtor Cars

183, Shri M. S. Gurupadaswamy:
Will the Minister of Commerce and
Industry be pleased to state:

(a) the number of cars of various
types manufactured and imported
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during the period Aprl, 1955 to
December, 1955; and -

(b) the number of Hindustan Land-
master exported to foreign countries
during the same period?

The Minister of Commerce and In-
dpstry and Iron and Steel (Shri T. T.
Krishnamachari): (a) A statement is
attachsd [S¢e Appendix II, annexure
No. 48]

(b) There were no commercial ex-
ports during April-December 1955 of
Hindustan Landmaster Cars.

EVACUEE PROPERTY

184. Shri Gidwani: Will the Minis-
ter of Rehabilitation be pleased to
state:

(a) the number of evacuee proper-
ties so far auctioned;

(b) the number of such properties
out of them which have been pur-
chased by Displaced Persons in lien
of their claims;

(c) the number of cases in which
possessions have so far been given;
and

(d) the approximate time after
ch possession has been given after
auction?

Minister Rehabilitation
(Slm Mehr Chand Kllmna) (a) 7978.

(b) 6131.
(c) 1773.

(d) About two months where the
price is adjusted against a single clai-
mant, who has no co-sharers and who
has not taken rehabilitation benefits in
other States. In many cases several
claimants purchase a property together
and in such cases it may take about
four to six months. The time taken is
even longer if these claimants have co-
sharers in a number of different States.

INDIAN HiGH COMMISSIONER IN

185, Shri S. V. Ramaswamy: Will
the Prime Minister be pleased to state:

(a) the expenditure incurred on the
Indian High Commissioner’s Office,
London, in 1954-55; and
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(b) if there has been a progressive
increase in expenditure since 1951, the
reasons therefor? -

The Prime Minister and Minister of
External Affairs (Shri Jawaharlal
Nehru): (a) The expenditure on the
Office of the High Commissioner for
India in London is debited to different
Grants controlled by various Minis-
tries. In 1954-55, a total expenditure of
Rs. 51,58,657 was incurred against the
Grant controlled by the Ministry of
External Affairs and includes expendi-
ture on the main Chancery, Publicity
Organisation, Legal Adviser’s Depart-
ment and Historical Adviser. In addi-
tion, it also includes miscellaneous
expenditure on other items, e.g.
Colonial Departmental charges,
Foreign Service Probationers, Relief
and Repatriation of Destitute Indians,
Embassy of India, Dublin, and other
miscellaneous expenditure.

(b) The corresponding figures relat-
ing to 1951-52, 1952-53 and 1953-54
are Rs. 53,96,640, Rs. 49,60,779 and
Rs. 50,93,760 respectively. In 1952-53
there was some reduction in expendi-
ture as compared to 1951-52 and this
was mainly due to transfer of expendi-
ture on the Office of the Economic
Adviser, Medical Adviser and Educa-
tion Department to Grants controlled
by other Ministries and economy in
expenditure on contingencies. The
slight increase in expenditure during
1953-54 and 1954-55 as compared to
the expenditure during 1952-53 is due
to sanction of pay awards to local staff
according to British Treasury Rules
and drawal of normal increments.

BHiLAl STEEL PLANT

186, Shri Kamath: Will the Minis-
ter of Iron and Steel be pleased to
state:

(a) the total number of labourers,
skilled and unskilled, employed at
present on the Bhilai Steel Project;

(b) the wage scales prescribed for
such labour;

(c) what percentage thereof has
been recruited in Madhya Pradesh; and

(d) the personnel of the recruiting
and selecting authority?
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The Minister of Commerce and Government Departments or by Con-
Industry and Iron and Steel (Shri T. T. tractors, this information is not avail-
Krishnamachari): (a) As all the works able.
are now being executed either by State

(b) to (d). Do not arise.
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_ 1TOK SABHA
Wedngsday, -29th February, 1956.

The Lok Sabha met at Eleven of the

Clock.
[MR. DEPUTY-SPEAKER in the Chair)

QUESTIONS AND ANSWERS
(See Part)

12 NOON
PAPER LAID ON THE TABLE

BUDGET ESTIMATES OF THE DAMODAR
VALLEY CORPORATION

The Deputy Minister of Irrigation and
Power (Shri Hathl): On behalf of Shri
Neanda, I beg to lay on the Table a ?fy
of the budget estimates of the Damodar
Valley Corporation for the year 1956-57
under sub-section (3) of section 44 of
the Damodar Vall Corporation Act,
1948. [Placed in the Library. See No.
5§—70|56.]

COMMITTEE ON PRIVATE
MEMBERS' BILL AND
RESOLUTIONS

FORTY-FIPTH REPORT

Shri Altekar (North Satara): I beg
to present the Forty-fifth Report of the
Committee on Private Members' Bills
and Resolutions.

SECURITIES CONTRACTS
(REGULATION) BILL

PRESENTATION OF °*REPORT OF JOINT
COMMITTEE

Shri C. C. Shah (Gohilwad-Sorath):
I beg to present the Report of the Joint
Committee on the Bill to prevent un-
desirable transactions in securities by re-
gulating the business of dealing therein,

1086

by prohibiting options and by providing
for certain othcr matters connected
therewith.

SALES TAX LAWS (VALIDATION)
BILL—Concld. .

Mr. Deputy-Speaker: The House
will now resume further consideration of
the Sales Tax Laws Validation Bill. Out
of "4 hours allotted for this Bill, 2 hours
and 30 minutes have already been avail-
ed of. This leaves 1 hour and 30 mi-
nutes.

After the disposal of this Bill, the
House will take up the Life Insurance
(Emergency Provisions) Bill till 4-30
P.M. when the House will adjourn to re-
assemble at 5 P.M. in connection with
the presentation of the Budget by the
Minister of Finance.

Shri Heda will now continue _his
speech on the Sales Tax Laws Valida-
tion Bill. :
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“Except in so far as Parliament may
be law otherwise provide, no law of a
State shall impose, or authorise the im-
position of, a tax on the sale or purchase
of any goods where such sale or pur-
chase takes place in the course of inter-
State trade or commerce.”

“Provided that the President may by
order direct that any tax on the sale or
purchase of goods which was being law-
fully levied the Government of any
State immediately before the commence-
ment of this Constitution shall, notwith-
standing that the imposition of such tax
is contrary to the provisions of this
clause, continue to be levied until the
thirty-first day of March 1951."
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From the nature of the provision, It
could only refer to the future; it could
not by any stretch of imagination refer
to the past. The liability of retrospective
effect is inherently contradicted herein.
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No tax shall be levied or collected

except by authority of law.
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All things being equal, tux laws must
be interpreted in favour of the subject.
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Shri C. D. Pande (Naini Tal Distt.
cum Almora Distt.—South-West cum
Bareilly Distt.-North) : 1 listened yes-
terday with great attention and respect
to the learned and lucid exposition of
law by Mr. Setalvad. I think this Par-
liament has the competence and the
power to lcgislate a measure of this
nature. No lawyer of his importance
and eminence was required to prove
that. Every Member here knows that
this House has the power to pass a Bill
of this nature.

An Hon. Member: Contradictory na-
ture.

Shri C. D. Pande: But that is not im-
portant, There is something which 1s
more important to consider while decid-
ing whether it should be taken up or
not. According to the petty, legal quib-
blings, it may be correct to do so. We
should see from the moral standard
whether it is desirable to do so.

In every democratic set-up, judiciary
has a place. | am not concerned with
the refund of the money or with the
harassment. (/nterruptions) 1 am only
concerned with the place of the judici-
ary in our country. Are we justified in
nullifying the judgment of the Supreme
Court? 1Is it in consonance with the
principles of democracy?

An Hon. Member: Have we not done
30 On S0 many occasions? .

Shri C. D. Pande: There have been
occasions and there have been cases
where the pronouncements of the Sup-
reme Court were nullified by Acts of
Parliament. Every time I raised my
voice that it was not proper; we should
not wantonly use that power that way
so that the aggrieved party who went
to the highest authority in the land got
a judgment which was later on nullified.

The Minister of Finance (Shri C. D.
Deshmukh): Is it arliamentary to say
that Parliament makes ‘wanton’ use of
this power?

Shrd V. G. Deshapnde (Guna): We
ourselves are saying it; it is not against
any other body or any particular indivi-
dual.

Sbri C. D. Pande: My point is only
this. If you want to maintam the dignity
of the judictary of this country, let there
be fewer such occasions when we may
have to nullify their judgments,
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Shri K. C. Sodhia (Sagar): What
about the contradictory judgments of the
Supreme Court?

Shri C. D. Pande: The latest judg-
ment is in question. This House had
done it many a time!

Mr, Deputy-Speaker: [ am not inter-
ested in the general discussion. [ am
only here to hear. But so far as the
judgment of the Supreme Court is
concerned, let no wrong impression
be created. It was held yesterday that
the judgment was not on all fours here.
The matter was decided that without the
Parliament enacting a law empowering
a State to imposc this tax, the tax
could not be levied or collected. Yes-
terday it was argued that retrospective
effect could not given. Now, that is
not the point that came up for decision
there. This point is not covered by the
judgment of the Supreme Court. But
there are cases where the Supreme
Court itself says that under the
law as it exists certain things can-
not be done. The Supreme Court has
not said that Parliament ought not to
pass such a law, Under those circum-
stances, it is not necessary to say that
Parliament wantonly does this or that.
It would never do such things ‘wanton-
ly'. It has always got rcgard and res-
pect for the judgment of the Suprcme
Court. It is bound to do so. Duc to some
inadvertence or without addressing onc-
self to the articles of the Constitution, a
tax was levied. But it could .have been
validated if Parliament had passed a
law earlier; if earlier Parliament had

assed a law, it would have been valid.

just want to avoid any impression be-
ing created either by any act that is done
here or by any speech of any hon.
Member here, that there is any inten-
tion on the part of Parliament to over-
ride or at any rate to do anything in
conflict with the judgments or which
might be disrespectful to the judgments
of the Supreme Court.

Sbri Bansal (Jhajjar-Rewari): May 1
say that the Supreme Court itself has
suggested that Parliament should pass
a law in order to give restrospective
effect—there is such an understand-
ing. That understanding, in my view, is
not correct.

Mr. Deputy-Speaker: Order, order. It
is not as if it is thc husiness of the Sup-
reme Court to say what kind of legisiation
we have to pass here. All that I said was
this. The Supreme Court had not decid-
ed the issuc as to whether ic is com-
peteat or legal or illegal under the
constitution to give retrospective effect to
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such a logislation. If this matter arose
there and the Supreme Court had said
that no such law could be passed re-
trospectively as the Constitution stands
at present, then certainly they would not
have brought this law and we could not
pass such a law.

The Minister of Legal Affuirs (Shri
Pataskar): Not only that. For the in-
formation of the hon. Members I might
state that this was brought to the notice
of the Supreme Court and they did take
into account that it might result in up-
setting the economy of the States to
that extent. The second paragraph on
pag; 682 will clearly bear that out. It
reads :

“It is pointed out that all the
States are realising sales-tax in res-
pect of sales or purchases of goods
where the goods are actually deli-
vered for consumption within their
respective boundaries on the faith
of our previous decision and a re-
versal of that decision will upset
the economy of the States_and will
indeed render them liable to re-
fund moneys already collected by
them as taxes. This circumstance,
it is pressed upon us, should alone
deter us from differing from the
previous decision. We are not im-
pressed by this argument. It has not
yet been decided by this Court
that moneys paid under a mutual
mistake of law induced by a wrong
judicial interpretation of a statute
or the Constitution must necessarily
be refundable as money had and
received. If, as contended, moneys
so paid are in law refundable the
States cannot complain any more
than a private individual in similar
circumstances could do. Finally, if
the State economy is upset the ap-
peal must be made to Parliament
which under Article 286 (2) itself
has ample power to make suitable
legislation.”

And that is what is being done here.

Shri U. M. Trivedl: Suitable legis-
lation is legislation to remove the fet-
ter and not giving restrospective effect.

Shri C. D. Pande: Let there be no
impression in the minds of the public
that this Parliament is going to derogate
the authority of the Supreme Court. We
should not bring before this House mea-
sores which upset the judgments of the
Supreme Court. There has been at
least four or five cases in which with all
the good motives we had to Jegislate
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and that offended to a great extent the
susceptibilities of the Supreme Court.
There was the case of compensation;
there was then the case of some inves-
tigatiori commission.

Shri S. V. Ramaswamy (Salem): Is
the sovereignty of the Parliament con-
dcigiongd by the feelings of the Supreme

urt?

Shri C. D. Pande: That is true. But
the legislative wing of the Constitution
is as important as the judiciary. After
all, the Supreme Court is our creation.
But, that creation has to be respected
because democracy imposes certain res-
trictions on our liberties. Of course, we
can pass any law. I was going to tell
you that we can pass any legislation.
We can amend the Constitution. We can
abolish the Supreme Court itself, We
have got that power, but we will be....

Mr. Deputy-Speaker: Order, order.
It is unnecessary to drag the Supreme
Court here. It is not as if we are doing
anything in which the Supreme Court
is interested. The Supreme Court has
only said that for want of previous sanc-
tion of the Parliament, for want of a law

assed by the Parliament, the law passed
y the State is illegal and therefore no
levy could be made. We are passing
that law. It was also said that there are
powers under article 286 (2). Therefore
there is no good again and again try-
ing to make it appear as if there is con-
flict between the Parliament and the
Supreme Court and we are trying to do
this to upset the judgment and all that.
Hon. Members may address themselves
to the propriety of this Bill. Pandit
Thakur Das Bhargava pointed out that
inter-State commerce and trade should
be free. If the House can take an ex-
ception under article 286 (2) then the
Parliament itself takes power to decide
that matter. In that case inter-State
trade and commerce need not be free.
Now, it is a matter for the House to
decide on these issues of policy as tc
whether on this particular matter we
ought to just validate it or not. There
is no good dragging the Supreme Court
as if we are doing something contrary
to their decision.

Shri C. D. Pande: What I was going
to tell the House was, when a citizen
of India feels or a combination of citi-
zens of India feel aggricved they go to
a court of law and t to the highest
court of law. There they get a judg-
ment. That judgment somchow or other
we find is inconvenient for us. So, whe-
ther it is desirable under the law to take a
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recourse to this method is the only thing
I wanted to point out. It is up to the
judgment of Parliament to decide whe-
ther we should go on amending the
Constitution off and on and whether we
should go on making legislation that
upscts the judgment of the Supreme
Court. 1 think it is not a desirable prac-
tice. In future at least we should give
more consideration to all such measures
of legislation where judgments of courtis
are involved.

Shri S. V. Ramaswamy: Mr. Deputy-
Speaker, 1 whole-heartedly support this
measure. The previous speaker and the
speakers who preceded him and spoke
on those lines, evidently were suffering
under a conflict of theughts. The point
simply is this. What is it that the Sup-
reme Court did? They gave a decision
on the existing law. They merely said
that this collection is wrong and it is
not in conformity with the law. They
said that there ought to have been a
prior legislation by Parliament to autho-
rise this collection. That is all what the
Supreme Court said. My friend Shri C.
D. Pande says that we must accept that.
Does the hon. Member mean thereby
that it is only then that we will be pay-
ing respect to the Supreme Court? No.
The question of dignity or offence of
the Supreme Court does not arise at all,
nor are we upsetting the decision of the
Supreme Court. As a matter of fact, we
are respecting the decision of the Sup-
reme Court and bringing the law in con-
formity to their decision. We are doing
nothing more. What else are we here
for? What else is the ‘sovereignty of the
Parliament for except to rectify the mis-
takes? To err is human. Something has
gone wrong. Some collection of taxes
has been made which is not legal. Now,
it is for us to review the position and
see what can be done.

There are two points, the question of
legﬂity and the question of practical
difficulty which this Parliament is bound
to attend to. The question of legality is
this. Article 286 (2) has been read out
so often, but I will also just read a small
portion :—

“Except in so far as Parliament
may by law otherwise provide, no
law of a State shall impose, or au-
thorise the imposition of, a tax. ..
and so on.”

The main point which the Opposition
and some hon. Members on this side
have urged is that there has been no
prior law, there has been collection
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made and therefore we are not going to
validate an illegal collection. Now, it is
not merely by strictly legal things that
we must go but we must put common-
sense interpretation also. If the Parlia-
ment is empowered to enact a law to
authorise any State to collect a tax it
can very reasonably be interpreted to
mean that this Parliament also has po-
wer to validate what has been illegally
collected. Therc are no restrictions upon
the powers of the Parliament. The ques-
tion then is the question of propriety;
is it moral or is it immoral. The tax
has been illegally collected. Why should
the Parliament validate an illegal collec-
tion? It is here that the question of prac-
tical difficulty comes. Collections have
been made and thanks to the decision of
1953 in the United Motors Case the
country has been thrown into utter con-
fusion. People have been called upon
not merely to submit the returns for that
particular ycar but they are called upon
to give returns for 1950-51 which they
have lost sight of. Each State had its
own different method of taxation. Each
State had its own form.

Shri T. S. A. Chettiar (Tiruppur):
Why did not the Parliament take it up
before?

Shri 8. V. Ramaswamy: I shall come
to that. These were the difficulties that
had arisen. Now, my friend says that
we must respect the decision of the
Supreme Court. Are we to respect the
decision of 1953 or 19557 In two years
they have changed fronts.

Shri Nand Lal Sharma (Sikar): The
latter decision.

Shri S. V. Ramaswamy: True. But,
before the decision of 1955 was given,
you would have said that we must res-
pect the decision of 1953. So, the diffi-
culty arisecs and we must as practical
men here solve the difficulty that has
arisen by legislating in the sovereign
Parliament. They have levied the taxes
rightly or wrongly. They have collected
the taxes. How is that to be redistribut-
ed? Some hon. Members said : let us
redistribute the amount. To whom are
we to redistribute it? How can it be
done? What will be the effect of it on
the finances of the States? These are the
practical considerations on which we
must bestow our thought and bring to
bear out commonsense on this issue,
We should not look at it from a merely
legalistic point of view. About Rs. 4
crores or Rs. 5 crores of money have
been collected. So many States have
budgeted on the basis that they will be
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entitled to have this sum. Now, if you
suddenly say that they should return
the money are you going to upset the
budgets of those States? You may say
it is immoral, True. It may be moral
or immoral. It has been collected rightly
or wrongly. But, it has been taken into
account in the budgets that have been
prepared in some States. Certain plans
and other things have been framed on
that basis. Now, if you ask them to re-
turn the money because the Supreme
Court passed a judgment what are the
ractical consequences? You must take
into account the practical consequences.
It would be difficult to trace the parties
to whom it is rightfully due. You will
be returning the money to those people,
if at all you trace them, from whom you
directly collected the money, namely the
merchants and middle-men. Are you
going to return the money to them? If
you do so it would be immoral again
to return to them the money you have
collected, They are not the persons who
paid the taxes out of their pockets. They
collected it from several purchasers. Are
you going to trace every purchaser and
give one anna or two annas? These are
the practical difficulties and it is to solve
those 'difficulties that this legislation has
been brought.

From a legal point of view it is quite
clear that this Parliament has got power
because if it can authorisc a State it can
as well validate an invalid Act, an ille-
gal collection. With regard to the ques-
tion of practical difficulties 1 am sure
there can be no two opinions that it
would be impossible to return this
money. It will have very adverse conse-
quences on the budgets of some States.
It is because of these considerations that
this Bill has been brought. There is
no question of conflict with the Supreme
Court or offending the dignity of the
Supreme Court. We are only respecting
it. They have pointed out an illegality.
They have not said that we do not have
the power to validate the Act. In fact,
it would not be within the jurisdiction
even of the Supreme Court to say that
it is not within our power to give retros-
pective effect. If they would have indi-
cated that in their judgment then it
would have been wrong; it would have
been an infringement on the sovereignty
of the Parliament. They have caregﬁy
said that the collection of taxes is il-
legal. They have stopped there and have
said nothing more. It is up to us to cal-
culate and find out the consequences of
the decision.

Now, sup
case we h

ing, after the Sholapur
kept quiet. They have
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.given a decision as to what compensa-

tion means. Supposing, in order to res-
pect the Supreme Court, we merely
abided by their definition of compens
sation, namely, that it should be the
market value, where would all our sche-
mes of development go? Where would
all our schemes for the establishment of
a welfare State go? They will all flounder
on the rock of the decision, That is the
consequence. It is the consequence that
we must look into. The judges are not
concerned with the consequences of a
decision. Judges are there only to show
the point of law, to show what is law,
what is legal and what is illegal. They
are not concerned with the consequences
of the decision. We are concerned with
the consequences as a Government. We
are dealing with the consequences that
will ensue from a decision of the Sup-
reme Court. If we keep quiet with the
Sholapur case, 1 am sure we can scrap
the Five Year Plan, because we have
not got money to pay according to mar-
ket value, by way of compensation.
That is why we came to this House for
amending the Constitution. It is not,
as Shri C. D. Pande said : “You are up-
setting the judgment of the Supreme
Court. They have resented it. This is an
inroad upon the Supreme Court. This is
an undignified affront to the Supreme
Court,” All this argument is irrelevant.
They do not arise at all. The Supreme
Court has pointed out the legality or
ilegality of a particular thing. Certain
consequences flow from the decision. If
we do not take note of those consequen-
ces and rectify and devise means for
gellin over thosc consequences we shall
ounder and we shall never carry on with
the Government. Here is where the
sovereignty of Parliument comes and it
ts within the jurisdiction of this Parlia-
ment to rectify, and to meet the conse-
cLuences of a judicial decision, and see
that the law is brought into conformity
with the realities so that the Supreme
Court may not then say that the law is
not illegal. Hereafter, it would not be
possible for the Supremc Court to say
that this is illegal, i bsy any chance, any
case is taken to the Supreme Court on
this issue. Anyway, there is time enough
to consider it,

The practical difficulty seems to be
that several parties have insued notices
to Government to refund the amount,
It might, of course, benefit many law-

ers. Court-fees may come in, and the

tes can increase their revenue. But
what the . consequences? Hundreds of
thousands of such cases will come up
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all over the country. It is an unimagin-
able difficulty. The Governments of
the States will have to face all this pri-
vate litigation. How they will do it, I
do not know. Decisions then will vary
from State to State and from court to
court. There will be a medley of deci-
sons.

Mr. Deputy-Speaker:
soon.

Shri S. V. Ramaswamy: 1 will take
onler one more point before I finish. I
will take this opportunity of voicing the
feelings of merchants who pass through
an agony as a consequence of the 1953
decision of the Supreme Court. They
have been subjected to utmost difficulties
as each State is calling for records in a
different manner and almost simultane-
ously. I do not wish to talk upon the
Jegislation, in  anticipation, which the
hon. Finance Minister said he would
introduce. All that 1 wish to say is, in
bringing forward a legislation, there
should be circumspection. The interests
of the merchants must be taken note of.
They are not to be bullied. They are
as much our citizens as anybody else.

Please finish

Mr. Deputy-Speaker: You are going
away from the point. This is not an oc-
casion for a general discussion of what
a sales-tax ought to be and whether
there should be a central authority, etc.
The hon. Member will have an oppor-
tunity later on.

Shri 8. V, lhmmamiz What 1 sub-
mit is this: when we bring forward
such a measure, I hope that the autho-
rities will pay the utmost consideration
to the difficuities that are being experi-
enced by the merchants and see that
while collecting the taxes, the merchants
are not subjected to difficulties

Mr. Deputy-Speaker: 1 now call
upon Shri % C. Shah to speak. Hon.

embers will be short. We will have to
close the debate by 1.15.

Shri U. M. Trivedi: Yesterday, it
was said that we would be sitting more
time for this Bill. There are many more
Members to speak.

Mr. Deputy-Speaker: There is no-
thing mor¢ o be said. Money has been
collected and appropriated. How it can
be refunded is a practical difficulty,

Pandit Thakur Das Bhargava: Fur-
ther collection should be stopped.
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Mr. Deputy-Speaker: 1 think there
is a periodp fixed here, after which time
there will be no collection.

Shri N. R. Muniswamy (Wandi-
wash) : Will the hon. Minister give an
assurance that the sale-tax on inter
State trade will not be collected after
6th September, 1955 by any State?

Shri C. D. Deshmukh: I shall deal
with it in my reply.

Mr. Deputy-Speaker: All right. Shri
C. C. Shah will speak now.

Shri C. C. Shah (Gohilwad-Sorath):
This Bill has a limited purpose, limited
in the sense that it seeks to mect a situa-
tion that has arisen out of the recent
judgment of the Supreme Court. The
objection to this Bill is on two grounds,
namely, that of legality and of propriety.
So far as legality is concerned, I have
no doubt, and 1 respectfully agree, that
this Parliament has competence to pass
this legislation. The question is only of
Iaropriety—whe_ther it is proper for Par-
iament to exercise its undoubted juris-
diction to pass a legislation of this cha-
racter. The issue boils down to this;
that it is a retrospective piece of legis-
lation and particularly when it concerns
a taxation measure, whether it is right
and proper for this House to pass a
retrospective measure for a tax which
is already declared to be illegal. Gene-
rally speaking, .1 should say tﬁal retros-
pective legislation is undesirable. Unless
we are driven to it, or a situation has
arisen which cannot otherwise be reme-
died, we should not resort to a retros-
pective legislation. Therefore, my sub-
mission briefly is that whether a case
has been made out for a retrospective
Act of this nature. That we have a
right to pass a retrospective legislation
is undisputed. The only issue is—and we
have done so previously under article
31B of the onstitution—has a case
been made out to pass a retrospective
legislation of this nature. There I would
dispose of one argument. There is no
question of any disrespect to the Sup-
reme Court. Any argument based upon
this, namely, that it is a disrespect to the
Supreme Court to pass a legislation of
this nature is entirely based on a mis-
conception of the functions of the legis-
lature and of a court. Therefore, I sub-
mit that that argument has no validity.

Now, what is the position? Article
286 is not an article which permits the
imposition of sales-tax. It merely im-
poses restrictions on the imposition of
sales-tax by the States. It imposes four
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restrictions. The first restriction is that
it should not be a sale which has taken
place outside the State. The second res-
triction is that it should not be a sale
in the course of import or export. The
third restriction is that it should not be
a sale or purchase in the course of inter-
State trade or commerce. The fourth res-
triction is in respect of essential com-
modities. We are concerned- principally
with inter-State sales tax at present
What was the position as regards inter-
State sales? Under article 301 of the
Constitation, subject to the other provi-
sions of Part XIII, inter-State trade and
commerce shall be free. That was what
we have put down in the Constitution,
but we also agreed that in certain cir-
cumstances it may be permissible to a
State to levy a tax on an inter-State
sale. But it can be done only, if the
Parliament permitted it and to the ex-
tent to which Parliament permitted it,
and not otherwise. In the proviso under
article 286 (2), in order to meet a si-
tuation that we may not pass such a law
immediately, we provided that the Pre-
sident may issue an order which would
be valid until 31st March, 1951 to vali-
date the existing laws which enabled the
States to levy a tax on inter-State sales
and purchases. Therefore, it was clear
that after 31st March, 1951, if there
was no law passed by Parliament, no
State could make a law imposing a tax
or authorising the imposition of a tax
on a sale or purchase which was of an
inter-State  character. That was what
Parliament wanted. After 31st March,
1951, Parliament has not passed any
law which authorises the imposition of
a tax on inter-State sales.

1 pM.

Therefore, this Parliament by im-
plication did not consider it necessary
to authorise any State to pass a law
which permitted a tax on inter-States
sales and purchases. Therefore, this
much is clear that from 1st April, 1951
no State can pass a law which permitted
a tax on inter-State sales and purchases,
or, if there was any such law it was bad
and Parliament did not think it neces-
sary to pass any legislation, nor did any
State request the Parliament to pass any
such legislation.

Pandit Thakur Das Bhargava: Per-
haps no tax was recovered in respect of
such sales.

Shri C. C. Shah: I am coming to
gat. Therefore.ffll'om Ist April 1951 no
ate thought of levying a tax on inter-
State sales and purchases and no Statc
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could possibly have had a law which
permitted the levy of such a sales-tax.

Now in 1953 there came a Supreme
Court judgment which, it is said, permit-
ted such a tax. What exactly was the
Supreme Court judgment? Let us un-
derstand the judgment of 1953. That
udgment did not and could not possibly

ave authorised a tax by a State on
inter-State sales and purchases; it could
not possibly have done so, because it
would be contrary to the express pro-
visions of article 286. All that that judg-
ment said was this : in interpreting the
explanation to sub-clause (1), it said,
that if the delivery took place in ano-
ther place, then the receiving State was
entitled to treat it as a sale within its
boundary. But it did not say that inter-
State sales and purchases can be taxed
by any State. That was not the meaning
of that judgment at all.

Now what does the Supreme Court
in its recent judgment say? All that it
was that the interpretation which the
Supreme Court put previously was
wrong, and the receiving State cannot
tax a sale in which the delivery has
taken place within that State. After the
1953 judgment all States which were
until then not collecting any tax on
sales which had taken place outside
the State, but where the delivery took
place within the State began to collect
taxes, Therefore, by implication from
Ist April, 1951 until the Supreme Court
judgment, no State thought of collecting
any tax on sales which took place out-
side its territory, but where the delivery
took place within its territory. I take 1t
therefore that there was no collection
of any tax by such States until the Sup-
reme Court judgment.

Shri C. D. Deshmukh: That is not
correct. There were a few cases.

Shri C. C. Shsh: It would not be of
an inter-State character.

Shri C. D. Deshmukh: That was the
point in issue throughout. It was never
clear to anybody what was an inter-
State transaction and what was not and
how to differentiate either kind of sale
which is inside or outside a State from
an inter-State transaction. The same
transaction could be regarded in one
way or the other, but thec transaction
was there,

Shri C. C, Shah: I agree, the two
are of an overlapping character. What
is an inter-State sale can also be said to
be an intra-State sale, but in most of
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the cases, as far as 1 know, from !st
April, 1951 until the judgment of the
Supreme Court in the United Motors
case, very few States thought of collect-
ing tax on sales and purchases which
took place outside their territories. The
Supreme Court judgment only said that
such sales must be deemed to be sales
which have taken place within that ter-
riltory, if delivery took place within that
place.

Shri C. D. Deshmukh: What hap-
pened was that many States were en-
couraged to bring within their sales-tax
laws a large number of transactions on
the fiction that they came under that
explanation and therefore validated by
that judgment.

Shri C. C. Shah: [ entirely agree.
But what did we think of the judgmnet?
What did the mercantile community
think of the judgment? What did Gov-
ernment think of the judgment? The
mercantile community was put to any
degree of harassment. Government itself
thought that that judgment creat-
ed great -hardships and therefore
requested many of the States—the
Prime Minister himself appealed to the
States—not to implement that decision
and not to impose that tax. Now the
Supreme Court has corrected its own
judgment; the Supreme Court has seen
what [ may call the justice of the grie-
vances of the mercantile community re-
sulting from the United Motors case
and, therefore, has reversed that judg-
ment. They have done what we thought
was the right thing to do, namely, not
to put the merchants to harassment.

What is it that we are doing by this
measure? We are exactly validating the
United Motors case. Not only are we
validating the United Motors case, we
are validating all laws which impose
inter-State sales tax. This goes much
wider than the United Motors case ever
did. The Unilted Motors case could
never have validated or permitted tax
on inter-State sales, All that it said was
that a sale where dclivery took place
within another State, though it partook
the character of an inter-State sale was
exempted by the explanation. But it
was of a very limited character. Now
by this Act we are validating and au-
thorising all States to levy taxes on inter-
State sales. Therefore, my submission is
that this Act goes much beyond even
the necessity of the situation. All that
we need today do is that where the
States are levying taxes by reason of
the United Motors case only and no
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more, that may be validated. But what
we are validating is any law of a State
imposing or authorising the imposition
of a tax which partakes of a character
of an inter-State sale, which really means
that what we did not do from st April
1951 till today, what we did not think
it necessary to do under sub-clause (2)
we arc doing today merely because the
Supreme Court judgment has rectified
its own error. Supposing a State today
passes a law that for the period from
Ist April 1951 to 6th September 1955

Mr. Deputy-Speaker: My feeling is
:ihat this matter was disposed of yester-
ay.

. Shri C. C. Shah: I am only consider-
tng the implications of this Act; 1 am
not disputing the validity of this Act. I
concede it is competent for this House
to pass this Act.

Mr. Deputy-Speaker: It is only a
question of validating the levy and col-
lection of the tax during a particular
period. Yesterday a wider matter was
disposed of. The only point for consi-
deration now is whether we ought to
do it, or not, That is a matter of policy.
The hon. Minister has never said that
this is a law for all time. Even if the
tax collected were to be returned, the
benefit would not go to the consumer.

Shri C. C. Shah: This Act goes much
farther than what the situation requires.

Mr. Deputy-Speaker: Not only the
situation in Bihar but in other States
also. The hon. Member must conclude
now; he need not go into the general
question of law once again.

Shri C. C. Shah: I am not going
into that,

What 1 am submitting is: has the
Government made out a case in order
to enable us to pass a law of this cha-
racter? Some States have collected taxes
after the United Motors case until today.
In order to obviate the difficulty of re-
funding such amounts is it necessary
to pass a law which is so wide as this?

- Now, supposing, for example, a State

passes a law today imposing a tax on
all inter-State sales for the period from
Ist April, 1951 to 6th September, 19557
Such a law, even if it is passed today,
would be valid under this Act. There-
fore, my supmission is that this Act
should have been restricted in a much
greater degree.

No doubt, I realise the difficulties of
the Government. The difficulties of the
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Government may be that it bas to re-
fund to a large number of dealers and
it may upset its economy. But that by
itself would not be sufficient ground for
passing this Bill. But what 1 feel is that
if the dealers have collected taxes from
a large number of consumers, it is not
fair that the dealers themselves should
be permitted to retain the amounts
which they have collected. That is the
point which makes me support this Bill.
But in doing that, is it necessary for us
to give a widc scope to all the States
to pass laws imposing taxes on Inter-
State (ransactions? What was said ‘in
the United Motors case was, “wherever
delivery has taken T|1::‘lace in your State,
you can tax it”. The United Motors
case did not allow all the States to tax
all the inter-State transactions. My sub-
mission is that the Government may re-
consider this matter, This Bill goes much
farther than what we ever contemplated,
What we did not do for five years, we
are doing today on the ground that
the Supreme Court has given a judg-
ment which merely corrects its own pre-
vious judgment. 1 request the Govern-
ment to reconsider the matter.

Mr. Deputy-Speaker: Does the hon.
Finance Minister want to say anything
before I call another hon. Member?

Shri C. D. Deshmukh: I would only
say that if the hon. Member is worried
about existing laws and future laws, he
should have given notice of an amend-
ment saying that “no existing law of a
State” cic. shall be invalidated. It is for
him to consider and suggest a suitable
amendment. That is all.

Mr. Deputy-Speaker: The period has
been restricted from 1951 to 1955. That
ias sufficient.

Shri C. D. Deshmukh: If he thinks
that a State may, on the force of this
Act, tomorrow have a retrospective
amendment of the same law that we are
. validating now. .

Mr. Deputy-Speaker: How can they
collect the tax now?

Shri C. D. Deshmukh: In my view
they cannot, but if he wants, he may
suggest an amendment.

Pandit Thakur Das Bhargava: Mr.
Deputy-Speaker, while you were absent

esterday, 1 put the question to the

on. Finance Minister whether the effect
of this Bill will be that further collec-
tlons will be legal. He said, “yes, we
propose to collect them”.
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Shri C. D. Deshmukh: 1 am not
talking of collections under the existing
law. point raised by the hon. Mem-
ber is a fresh point. He seems to think
that as soon as we pass this law, it will
be open to any State to amend its law,
add other varieties of goods to it and re-

rd that as a valid tax under article
286 (2). 1 suggest that that cannot be.
But, if he wanted to urge that point, he
could have put in an amendment insert-
ing the words “no existing law"”. No-
body is interested in a State passing
future laws under the guise of this Bill.

Shri C. C. Shah: My point is this.
All inter-State sales and purchases are
covered by this Bill. What the Unired
Motors case permitted was to tax sales
where the delivery had taken place
within that area. What this law permits
is taxing all inter-State transactions, sales
and purchases. This is wider than what
the case permitted.

Pandit Thakur Das Bhargava: If we
all agree that future collections must
be stopped, it is all right,
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Shri K. C. Sodhia: I will read one
sentence from the Statement of Objects
and Reasons :

“Pending such amendment of the
Constitution, it is not considered
desirable to validate the existing
State laws prospectively but it be-
came necessary to take immediate
steps to validate the levy and collec-
tion of such taxes between Ist
April.’ 1951 and 6th September,
1955.”

This makes it clear that no further
collections can be made under the exist-
iln;sssule laws beyond 6th September,
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Mr, Deputy ert The wording in
the Bill ‘also 1s like that :

“a tax on the sale or pur-
chase of any goods where such sale
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or purchase took place in the course
of inter-State trade or commerce
during the period between the Ist
day of April?el 951 and the 6th day
of September, 1955...." .

Shri Jhunjhunwala;
here :

“..no law of a State imposing or
authorising the imposition of, a tax
on the sale or purchase of any
goods in the course of inter-State
trade or commerce...."

Mr. Deputy-Speaker: Why does the
hon. Member omit the words, “during
that period”? Whatever the law may be,
that law will be validated to this extent,
namely, that the collection of tax dur-
ing that period is validated. “During
that period” does not stand separately,

It is mentioned

2
Pt
E
1
2
- g
2

i
:
E
1
41z
143

3
|
¥
3
A
i

12
3
3
2
-

[ AT WEAT AR STEAT wET

%

!
3
4 3
3
E
=
A

ga
g
i

4

H
)
EE

#5959
S
5]
.§%§ 2
~3873%
P

2
i
]
¥

3
4
3
f
e
i

1494
FpERE
a0
31 :
" A
i;§4ai§

3
A
o

ia
EE;
:
£
i

1
5
k|
¥
E
:



1117 Sales Tan Laws

MA@ N IR Ot A g
& awar ¢ R anew gawr W
sARFTR foe @ g /@
(wm)® aTX A qE A Qe WY |
W e Y ge § 9 W g Y fear
AT Anfgy

st Rowfto wifum : wgw A gHT )

Mr. Deputy-Speaker: Order, order.
He has had his say. Let the hon'ble

Member go on.
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Kumari Annfe Mascarene: (Trivan-
drum) : I rise to oppose this Bill for the
simple reason that we people in Travan-
core-Cochin State pay 25 per cent of
our income from sales tax. A law like
this, we are empowered to legislate, no
doubt. But, we should always remem-
ber that we should be guided by certain
principles of legislation and certain prin-
ciples of taxation which stand far be-
yond convenience, exploitation and
power. From time immemorial, legisla-
tion has always been subject to, no mat-
ter what kind of Government we have,
autocracy, democracy or even tyranny,
justice, equity and good conscience, and
it has survived up till today. This piece
of legislation has brought this legisla-
ture to a juncture where we are forced
to consider a decision of the judiciary
and the judiciary is also, at the same
time, forced to consider whether a tax-
ation was legal or not. Here is a junc-
ture wheo t edle 'sl{mme and the il;dfi)-;
ciary are in a difticult position to justi
their stand. When the ﬁ.t?iiciar}' coinmiu
an error of judgment, a higher court
may repeal it. But, when a li&lature
committs an error, we re t law.
Here is a law which would be justified
for future. ively, this law would
have been justified. But, retrospectively,
2—12 Lok Sabha,
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we have done a wroag thing. Unwilling
to own it, on dignity, you want to pass
it into law. That is what exactly we are
doing here. My State “gu 25 w’r cent
of its income from tax. We pa
multiple point sales tax: That is why
have reason to oppose this law. Of
course, the common man has to pay the
sales tax. The range of exemption is not
at all wide in the Travancore-Cochin
State, As the statement given in our
Parliamentary papers shows, we pay 25
r cent, Bombay gives 29 per cent and

adras 20 per cent. We stand
the second. Bombay and Mad-
ras, compared to Travancore-

Cochin, are big. Our people pay
such a heavy taxation. This is to vali-
date a tax which has already been im-
posed and collected from the people,
which in future also they will have to
pay. Therefore, apart from the legal
point of view, it is an injustice done to
my State and the people and therefore I
oppose it. I am really surprised that a
democratic Government like ours should
have taken up this piece of legislation.
The Finance Minister, besides being the
Finance Minister is also a representa-
tive of the people and a part of demo-
cracy. If he could only fathom his con-
science. . . .

Shri K. K. Basu (Diamond Har-
bour) : He has none left.

Kumari Annie Mascarene: .. and
see whether this legislation is becoming
of the Government of which he is a
part, he will reconsider and will not
allow this law to be passed. I oppose
this Bill on the point of injustice. I
oppose this law as unreasonable and as
regarding the judiciary with the least
respect.

Shri Satyendra Narayan Sinha: While
I am in general agreement with the ob-
jects of the Bill before this House, I
feel that there is conslderable force in
the amendment tabled by Pandit Thakur
Das Bheargava.

I am really surprised that though the
Supreme Court judgement was delivered
on 6th September, 1955 this Ordinance
was promuigated on 30th January, 1956.

Shri C. C. Shah: May I point out,
Sir, that the amendment of Pandit Tha-
kur Das Bhar&ava will not help the mat-
ter at all. With all respect I am submit-
ting this because the last 3 lines, as
the Finance Minister rightly pointed out
yesterday, are only by way of abundant
caution. Even if you omit not only the
words ‘levied or collected’ but the
three lines, so long as the previous part
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for sales of within "a State itself
to be shown in the books of accounts as
having been made to fictitious dealers
-outside the State and the having
then been resold by those dealers to
consumers within the State. For valu-
able commodities like motor vehicles,
jewellery, watches, etc., this practice

me very common. On transactions
that could be shown to be in the course
-of inter-State trade, the ‘exporting’ State
was prohibited under Article 286 from
Jevying the sales tax; and if the goods
«delivered as a result of these tramsac-
tions were shown to be received by indi-
vidual consumers or unregistered dealers
neither could any tax be levied on them
by the ‘importing’ State. Thus, many
of these transactions escaped sales tax
altogether.
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Shrl C. D. Deshmukh: It is obvious
we arc dealing with an extremely comp-
licated matter. One might say in a sense
that even when the nstitution was
made it may be that all that was in-
tended by the framers of the Constitu-
tion was not embodied in the words of
it. It may be that the various High
Courts and the Supreme Court dealing
with this matter have not been too sure
from time to time, or at least their
Benches have not been too sure from time
to time, as to what interpretation to En
on the meaning of the words of this
particular article. It often happens that
a smaller Bench of a High Court ma
give a ruling and then a fuller Benc
may give another ruling. One does not
know what would happen even to this
ruling. One could not rule this out that
if the rna;lt:r were tothbe considcfn;l

in, per some other aspect of it
which Enotptlear to us might become
clear then. Therefore, from time to time
the duty falls on the legislature as far
as possible to undo, shall we say, the
mischief that arises from semantics, that
is to say, man's incapacity to use words
precisely in the way 1n which they ought
to be used.

There are two methods. One is chang-
ing the Constitution itself, and the other,
making any other laws that may be ne-
cessary. So far as the Constitution is
concerned, I have no doubt that when
we take up the substantive measure in
regard to inter-State sales taxes, we may
have to suggest some alteration in the
Constitution itself. But that, as you have
pointed out, is a separate issue which
will have to be argued out then on its
merits. And that applies to ail this ques-
tion of standardisation and various
other matters of which certain hon.
Members complained.

Now, reverting to the narrower issue
of the language of the Constitution as
it is and the interpretation put on it by
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the various courts, I would like to quote‘i'

two important portions from the two
judgments. The first is the State of
Bomay and another vs. the United Mo-
tors (India) Limited and others, 30th
March, 1956 :

“We are therefore of the opinion
that article 286 (1) (a) read with
the explanation prohibits taxation of
sales or purchases involving inter-
State elements by all States except
the State in which the goods are
delivered for the purpose of con-
sumption therein in the wider sense
explained above. The latter State is
left free to tax such sales or pur-
chases which power it derives not
by view of Explanation but under
article 246 (3) read with Entry 54
of List I1I. We are of opinion that
the operation of clause (2) stands
excluded as a result of the legal fic-
tion enacted in the Explanation and
the State in which the goods are ac-
tually delivered for consumption
can impose a tax on inter-State
sales or purchases.”

They made two distinct pieces of it,
excised that from the general sphere
of inter-State transactions, brought it
under clause (1) and said since it was a
sale inside the State it could be taxed:

Here is a second }udgmem. that is the
Supreme Court of India in the case of
the Bengal Immunity Co., Lid., vs. the
State of Bihar and others, September
6th, 1955 :

“For all the foregoing reasons we
are definitely of opinion that until
Parliament by law made in exercise
of the powers vested in it by clause
(2) provides otherwise, no State
can impose or authorise the impo-
sition of any tax on sales or pur-
chases of goods when such sales or
purchases take place in the course
of inter-State trade or commerce,
and the majority decision in the
State of Bombay vs. United Motora
(India) Ltd., in so far as it decides
to the contrary cannot be accepted
as well-founded on principle or au-
thority.”

And then they go on to say:

“The State of Bihar do forbear
and abstain from imposing sales-tax
on outer-State-dealers in respect of
sales or purchases that have taken
place in the course of- inter-State
trade or commerce, even though
the goods have been delivered as a
direct result of sales or purchases
for consumption in Bihar."
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~ In other wprds, they joined these two
together, and made them inter-depen-
dent.

So, the result seems to be that both
these conditions have to be satisfied.
There has to be a validating law by
Parliament ynder article 286 (2); and
the goods have to be delivered for con-
sumption in the taxing State. Where
both these conditions are satisfied, then
the tax can validly be collected.

Now, so far as the first is concerned,
of course that is a matter of location
of where the delivery took place and
where the consumption took place.
That-is a matter of establishing the facts,
We are supplying the second lacuna,
that is to say, the validity, because
nevertheless it becomes an inter-State
transaction, that is, trade transaction.
We are now validating such transactions
in order to make the levy and collec-
tion of these taxes legal.

In this view, I do not think there is
any fear of States exceeding their au-
thority. The goods must be delivered;
the goods must be consumed; then only
the State becomes capable of taxing
that, where authority is existent in the
form of a law of Parliament such as
they will have if we pass this. Therefore,
I do not share the apprehension of Shri
C. C. Shah that States will now be en-
couraged to pass laws in future in order
to widen the scope of this or to bring
within the scope of their levy and col-
lection transactions which they would
not have thought of under explanation
to article 286 (1), because the delivery
and consumption must be inside the
State. That is one condition imposed;
and as long as that condition is fulfilled,
provided there is authority, as we shall
now give, there is no reason why a State
should not tax it.

The next point is why we are takin
these dates. That is a matter of amend-
ment, but as it was raised, I might as
well mention it here, It was asked : Why
are we dealing with the period between
Ist April, 1951 and 1st April, 1953, if
it is correct that all the States started
imposing these taxes only after the judg-
ment was delivered? The fact is that the
position was not very clear. And I
think one can excuse the States and their
legal advisers for not importing into it
a greater clarity than was exercised, shall
we say, by the various courts or their
Benches that had handled this issue from
time to time.

The material that we have gathered
shows that practically all the States have
been charging sales-tax on imter-State
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transactions from non-resident dealers
only with effect from 1st April 1953—
that is correct—following the Supreme
Court judgment in the United Motors
(India) Ltd., vs. another. But there were
one or two States which were bolder
than the others, And where we under-
stand sales-tax or purchase-tax on inter-
State transactions was being levied under
that explanation even before that date,
there while the practical effect of this
Bill when passed would be generally to
validate collections made between 1st
April 1953 and 16th September 1955,
we cannot afford to have a lacuna for
the period between 1st April 1951 and
1st April 1953. In these circumstances,
it will not he desirable to accept that
la.n'lel:ld.ﬂ'umt; but we may come to it
ater.

There is also another factual matter
which 1 should mention here, or clarify,
and that is that we started addressin
the State Governments, as I mentione
yesterday, only in August last year. But
what we did after the first judgment of
1953 was to advise them to hold their
horses, so to speak, that is to say, to
temper the wind to the lamp which we
now knew was going to be shorn as a re-
sult of that judgment. We knew that this
practice of imposing a tax on inter-State
transactions would multiply as a result
of that judgment. We were also aware,
and we were made aware, of the harass-

ment that it might cause to a large num- -

ber of traders all over the country.
Therefore, we called an official confer-
ence together and induced most of the
States to agree formally in regard to the
administration of the Act. We could not
prevent them; we advised them not to.
As I mentioned, West Bengal was not
interested in imposing. or levying or
collecting this tax. But some of the other
States thought that there was a great
deal of money, in it, and they wanted
to go forward with it, but most of them
agreed to fall into line with the proce-
ﬁ::ral matters that we had agreed with
em.

Then came a stage when we were in
possession of the recommendations of
the Taxation Enquiry Commission. It
was then that we thought that this mat-
ter now required a little more stream-
lining in regard to imposition of tax on
inter-State  transactions. So that we
should have time to consider it, and so
that the system may not get more tan'ﬂa
ed in thé meanwhile, we advi
State Governments if possible to refrain
from i the sales tax or to with~
draw their legislation.
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Some States, knowing what the re-
commendations of the Taxation ES“.?;"
Commission were, agreed readily. s
were reluctant unless the Centre made
up the loss of revenue, which we were
reluctant to do, because it was a mat-
ter between them and the citizens. So,
that was the state of affairs till August-
September when this judgment came.

Of course, as soon as the judgment
came, every State realised that it could
not go on now imposing, levying or col-
lecting these taxes, an adually we
received requests,. We did not know
what the position was. We did not know
how much had been collected, whether
they could afford to neglect it or whe-
ther a few thousands had been collected
or not. It took us a little time to collect
all this information, That is why it has
taken a little time now to issue the or-
dinance. But we did issue the ordinance,
because we thought we had better not
wait again till Parliament met, So, that
is how I answer that charge of delay in
this particular matter.

Having dealt with all this, I think
there are only two more points that re-
main namely this levy and collection,
and further assessment and so on. What
we are doin? here is removing a ban.
We are not legistating afresh, originally
so to speak, imposing various kinds of
restrictions and putting some qualifica-
tions and so on and so forth, What we
are doing is that because of the stress
of circumstances, we are taking all those
laws together, and we say: “Well, what-
ever law you have passed, we shall re-
gard as valid, we arc not suggesting
that instead of six pies you must put five
pies, instead of including this, you must
exclude that and so on, because then
that will make the situation still more
complicated than it is today, or might
make it worse.”

Therefore, 1 admit that this is not the
kind of thing that we would have done
if we could have constructively done it
four or filve years ago. We might have
then looked at the legislation that they
intended to pass and might have made
many changes. Now it is never possible
to reconstruct that situation. ether
it is of 1951 or of 1953, there is such
a large area of uncertainty in this mat.
ter that on the whole we think the ends
of justice will be served if we validate
things as they stand. And that is the only
alternative open to us—either we reject
this Bill or we pass this Bill. And if we
pass this Bill, we have no means of com=
pelling the States now to make any dis-
crimination. We cannot say to them;
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‘Please recover it on iron; but do not
recover on cloth. Recover from those
who have already collected, but do not
recover from somebody else’. That is
not a matter which we can impose on
them by this Bill,

Mr. Deputy-Speaker: Is it the inten-
tion, if it was possible under the law,
that it might be so done? Now, two
things are apprehended, that future col-
lections ought not to be made on the
strength of this validating law, and what-
ever has been refunded ought not to be
recovered.

Shri C. D. Deshmukh: I do not know
what future collections are. It is a cur-
rent transaction and current procedure.
Dealers are either registered or unregis-
tered. There are marginal cases where a
dealer is not registered. Occasionally, it
is found afterwards that he has become
subject to a sales tax., Now, whichever
way you do it, I have no doubt that
there will be a few cases where some
States might contend themselves with
‘keeping their winnings' 8o to speak. A
few States may either discover them or
cases may come to their notice of some
dealers who ought to be assessed to this
tax, but these cases, I think, will be ve
marginal and very few. I do not thin
it is necessary for us in the interest of
justice to have any refinement introduc-
ed into this. But I do not deny that it
is not possible; it may be possible. But
I do not think that propriety of desir-
ability demands this,

Now that leaves this last issue, of
morality. I am astonished at hon. Mem-
bers raising the issue of morality in this
matter. I can understand their raising
issues of legality. But it is because the
legal position has been so confused that
we want to make it certain.

Shri K. K. Basu: Morality is also in
confusion possibly.

a]S!u'l Kamath (Hoshangabad): Amo-
ral,

Shri C. D. Deshmukh: Quite right.
We have to take an amoral view in this.
We came along the legal position and
you have been good enough to decide
to put it out of the way. So far as mo-
rality is concerned, we should not allow
our conscience to be burdened by this
thought at all. I say that the State is en-
titled to collect what it could legally col-
lect. When it was collected, it knew that
it was collecting it legally.

Then another view was taken by the
Supreme Court—and it is open to them
to take such a view. After all, truth must
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always prevail and, according to them,
that was the truth, This situation having
arisen, it is our duty to correct it
Therefore, there is no question of ethics
or morality here.

I shall not refer to the question of
nullifying judgments and so on. We
are co-operating with the Supreme Court
and indeed, along lines which they have
indicated in their judgment itself. Now,
the sum involved is quite considerable.
There is that point which has weighed
with you and other Members that we
shall never know the ultimate home of
this money when it is refunded, and
there is no reason why the community
at large should not benefit from the col-
lections which were legal and valid col-
lections when they were made. There-
fore, I see no objection whatsoever to
our going forward with this Bill.

Shri S. V. Ramaswamy: May I know
what is the total amount that may be

collected as a result of the passing of
this Bill?

Shri C. D. Deshmukh: Four or five
crores of rupees.
Mr. Deputy-Speaker: The question is:
“That the Bill to validate laws of
States imposing, or authorising the
imposition of, taxes on the sale or
purchase of goods in the course of

inter-State trade or commerce, be
taken into consideration.”

The motion was adopted.

Clause 2—(Validation of State Laws
etc.)
Pandit Thaker Das Bhargava: I beg
to move :
Page 1, line 13, and wherever they
occur—

for “levied or collected” substi-
tute “levied and collected".

Then I had sent in another amend-
ment which reads :

Page 1, line 13, and wherever they
occur—

omit “levied or".



Mr., uty-Speaker: The answer, as
I understand it, is that the shopkee
has already collected it from the other
man. The same principle holds good.
Are we now by this legislation allowin
this money to continue in the hands o
the man who wrongly collected it from
the consumer?

Shri C. D. Deshmukh: There are a
few cases where the consumer, usually
another petty dealer himself, who had
continuous relations with the registered
dealer himself deducted the amount
from his next payment. That can be ad-
justed in the subsequent transaction.
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Pandit Thaker Das Bhargava: The
hon. Minister has not followed what I
was submitting.

Mr. Deputy-Speakerr That is exactly
what he has replied.

Shri C. D. Deshmukh: 1 am saying
that when he collected it, he paid it to
the Government. He had no business to
refund it on the pronouncement of the
judgment before he made sure of his
own position vis-a-vis Government,

Mr. Deputy-Speaker: [ understand
him to address himself to marginal
cases where it has been levied but not
collected by the Government. All the
same, the man who obtained it from the
consumer returned it to the consumer.

Shri C. D. Deshmukh: Such cases
must be infinitesimally small. Hard cases
make bad law.

Pandit Thakur Das
of one case where Rs, 25,

tax has not been collected. There may
be a few cases.
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Shri C. D. Deshmukh: I do not share
the apprehensions, fears and doubts and
frma les of the hon. Members. There-

ore, 1 oppose the amendment.

Mr. Deputy-Speaker: The question is:
Page 1, line 13, and wherever they
occur—

for “levied or collected” substitute
“levied and collected"”.

The motion was negatived.

Mr. Deputy-Speaker:t 1 think the
other amendment has been given only
just now and the Government does not
accept it. According to practice and
convention, I do not put it to vote,

The question is :

B_ll‘l"‘f"hat clause 2 stand part of the

The motion was adopted.
Clause 2 was added to the Bill.

Clauses 3 and 1, the Enacting Formula
and the Title were added to the Bill.

Shri C. D. Deshmukh: Sir, I beg to
move :

“That the Bill be passed.”

Mr. Depuoty-Speaker : The guestion is:
“That the Bill be passed.”

The motion was adopted.

BUSINESS OF THE HOUSE

Mr. Deputy-S The House will
now take up the next Bill. *

Shri Bansal (Jhajjar-Rewari): Sir,
before you proceed with the next Bill,
I would make an humble suggestion that
the House be made to adjourn now. It
is already 2-5. The hon. Finance Minis-
ter has been making one long speech
after another since yesterday and he is
likely to make another long speech now
and then he will have to .present the
Budget -at five. From the point of view
of the House also it would be better
if we adjourn now and come with a
fresh mind at 5 o'clock to apply our
minds to the Budget speech.

The Minister of Finance (Shri C. D,
Deshmukh): I would rather make my
qpee;:a now and have my lunch after-
wards.
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Sbhri K. K. Basu (Diamond Har-
bour) : Let him not impose taxes on
tired minds.

Mr. Deputy-Speaker: We are pressed
for want of time.

Shri Feroze Gandhl (Prata garh
Distt.-West cum Rae Bareli tt.-

East) : We have one hour extra to-
Mmorrow.
Mr. Deputy-Speaker: I have to make

one announcement. As the House is
aware, we have a heavy programme of
work to be completed before the finan-
cial business is taken up. We are already
short of time and there is, therefore, no
option but to meet on Saturday next.
e House will accordingly meet on
Saturday, the 3rd March, 1956, for the
transaction of Government business.

Shri Kamath (Hoshangabad}: May I
submit that in view of the fact that we
adjourned on Monday on account of
the death of the Speaker, it would ap-
pear indecorous for us to meet on Sa-
turday just to make up for that loss on
Monday. It would be very indecorous.

Mr. Depmy-Spu':er: It is not on ac-
count of that; we have to get through

- the agenda; it is for that. We have to get

through the business; therefore, we have
to sit on the 3rd March.

So far as this particular work is con-
cerned, we are pressed for time. Unless
the hon. Finance Minister feels tired or
it is for other reasons, I do not like to
have this item adjourned.

Shri D. B. Pande (Almora Distt.—
North-East) : Saturday should not be
eut. We have already agreed to sit for
longer hours,

Pandit Thakur Das Bhargava: ] un-
Aerstand that the House has agreed to
sit longer hours—till 5-30 P.M. every
day——on the basis that all Saturdays
shall remain free. That was the basis.

Mr. Deputy-Speaker: The hon, Mem-
ber is wclr aware that this has been the
convention all through. On Saturdays we
do not sit normally and therefore we
have agreed to sit till 5-30 P.M. and
even to start at 10-30 A.M. from the
5th March. If during the course of any
day which is normally put down for
business—official or non-official—the
sitting of the Lok Sabha is interrupted
for unavoidable reasons or unexpected
reasons, we sit on the next Saturday.
The two are mutually exclusive and in-
dependent of one another.
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Dr. Suresh Chandra
It has become normal.

Shri B. D. Pande: All work and no
play makes Jack a dull boy. The Chair
should not side with the Government;
you are our elected ‘President’,

Shri Kamath: You have not put the
proposal to the House Sir.

Mr. Deputy-Speaker: 1 do not want
to put it to the House. The hon. Finance
Minister may move the next Bill stand-
ing in his name.

(Aurangabad):

LIFE INSURANCE (EMERGENCY
PROVISIONS) BILL

The Minister of Finance (Shri C. D.
Deshmukh) Sir, 1 beg to move® ¢

“That the Bill to provide for the
taking over, in the public interest,
of the management of life insurance
business pending nationalisation
thereof, be taken into considera-
tion."”

This Bill seeks to convert into an
Act the Life Insurance (Emergency
Provisions) Ordinance, 1956, which was
issued on the 19th January last. This
was the first and preFaratory step to-
wards nationalisation of life insurance in
this country. 1 shall now explain the
reasons which prompted Government to
take that major decision.

After reaching the decision to nation-
alise, Government considered the further
action, whether any interim measures
were necessary until Parliament discusse
ed the relevant issues and passed the
necessary legislation. Normally, of
course, the procedure would have been
to introduce a Bill incorporating a pro-
vision that transactions entered into by
the management of companies after the
date of introduction could be reopened
by Government if it appeared that the
transactions were mala fide. While such
a provision would have been adequate
for dealing with most other rggea of
business, we felt that it would be inade-
quate in the case of life insurance. Our
ex?eriencc of the ways of the less scru-
I:u ous insurance management over the
ast several years had convinced us that
such a Provision would not prevent a
serious frittering away of the assets. In-
surance company managements would
‘have had recourse to a number of ways
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to enrich themselves, rerhapu at the ex-
pense of the policyholders, and may be-
even the areholders. Transactions
could, be and almost certainly would
have been, back-dated and documents.
manufactured to cover even misappro-
priations that might have occurred till
then. Indeed complaints have reached:
my ears emanating from some manage-
ments that it was a pity they did not
have another 24 hours in order to ad-
just the accounts. The misuse of funds.
15 noj confined to a small minority, as

be evident from an extract from
a leading financial ;oumal which [ pro-
pose to read out. I may mention that
the journal is one which is strongly
opposed to nationalisation and had in
fact criticised in no uncertain terms.
Government's decision in the very issue:
from which this extract is taken. 1 am-
quoting now.

“Thirdly, some businessmen who
have been in the habit of specula-
tion in shares with the aid of insu-
rance companies under their control
have been caught unawares. The
practice of these persons has been
to buy or sell shares first without
telling the brokers on whose name
the contracts are to be made. If the
transaction resulted in a profit it
was recovered in their name. If,
however, it ended in a loss, it was
entered in the name of the insu-
rance company. It would appear
that at the, time the Government
nationalised life insurance, some
of these speculators had a long po-
sition in a number of well known
counters or securities. As the Gov-
ernment gave no time for them to
adjust the books of insurance com-

anies, r];{ﬁred ?b;'hhtinum seems t?

ave t s experience o
the degmnctizalion ordinance. (That
was many years ago.) They had no
go but to liquidate their purcha-
m'"

1t is needless to comment on this very
clear description of one of the well-
known and well-established practices.
But apart from this negative aspect, that
is to say, preventing the further frit-
tering away of the assets, we apprehend-
ed, and you will agree, not unreason-
ably, that even the better type of mane
agements would lose interest in their
companies. And during the period of
some five to six months which might
ol:jlrse between -the introduction of the
Bill and nationalisation, the interests of

*Moved with the recommendation of the President.
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policy-holders might suffer in conse-
quence. By taking over the management
immediately, we felt that Government
would be enabled to take the steps ne-
cessary to ensure both the normal work-
ing of the business during the interim
period and also the eventual smooth and
efficient integration.

Members are no doubt familiar with
some of the things we found out or I
should say we failed to find in insurance
companies. In the case of one company,
with the head office at Bombay, Govern-
ment securities worth probably Rs.
30,00,000 were found missing. That was,
I think, two days after we took over
the management. Calcutta reported two
cases where the amounts missing were
Rs. 15,00,000 each. Therec is a fourth
case from Uttar Pradesh where the
managing director, who is purported
to have with him some Rs. 12,00,000
worth of securities and cash belonging
to the company, apparently for safe
custody, has not yet found time to re-
turn to the head office or to hand over
the securities. Meanwhile the police are
on the look out in order to draw his
attention to the provisions of the ordi-
nance (Interruption). It is true, of
course, that these misappropriations oc-
curred before the issue of the ordinance,
but if the ordinance had not taken these
enterprising gentlemen by surprise, I am
not sure if attempts would not have been
made to cover these misappropriations
by putting through suitable transactions
which would have shown a totally mis-
leading picture on paper. In making this
statement | am drawing upon the ex-
perience we have gained from some
other cases. In one case, just before the
winding up was ordered, the manager
sold Government securities worth over a
lakh of ru and purchased a piece of
agricultural land for an equal amount.
On further scrutiny the liquidator found
that the alleged vendor had no title
whatever to the land at any time, and
in any case the land was not worth even
a tiny fraction of the amount supposed
to have been paid. In an-
other case, Rs. 20,00,000 worth
of Government  securities were
purported to  have been
In dﬁmnt with a bank. Later when the
liquidator took over, he found, not the
Government securities, but some shares
the title to which was far from clear.
Incidentally, the bank where the securi-
ties were supposed to have been held in
safe custody and whose certificate had
actually been produced before the audi-
tors totally denied that at any time they
held these securities in safe custody. In
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other words, the bank certificate had
been forged.

d‘?hﬂ Kamath (Hoshangabad): Forg-
[

Shri C. D. Deshmukh: Yes. It was
precisely to take care of such things as
these that we had to resort to an ordi-
nance, and even then we had taken
only the minimum powers necessary,
and all the important provisions inci-
dental to nationalisdtion were left over
for consideration in the Life Insurance

‘Corporation Bill.

Since this is the first and preparatory
measure, the House will expect me to
explain, h:fwever, briefly, the reasons
which impelled the Government to take
the major decision, nationalisation. This
subject had been exciting people’s minds
for quite some time past. It had been
the subject of comment in journals and
amongst students of economics, leaders
of industry and commerce and persons
in other walks of life. The one disad-
vantage from which these comments
have generally suffered is that a com-
prehensive view of the insurance indus-
try as a whole has in most cases been
lacking. Often the study has been from
the point of view of a particular com-

any or a particular class of insurance
mterests or has been prepared by an
obviously academic writer divo. from
the realities of the situation. We had an
advantage in the matter in that the ad-
ministration of the Act has afforded us
an opportunity of taking an over-all
view of the entire industry in its various
ramifications. We were, therefore. able:
to appraise the point of view of the
policy-holders, the shareholders and.
commission agents, and in fact, every
interest concerned. And this broad ap-
praisal showed that life insurance today
was not being managed either efficient!
or with an adequate sensc of responsi-
bility. We felt that a detailed enquiry
was necessary into the affairs of the
industry as a whole with a view to deter-
mining the measures necessary to place,
it on & sound footing.

1 need acarcely assure the House that
we entered on the study with no pre-
conceived notions and it was conducted
strictly on pragmatic lines. The questions
we posed to ourselves were : Was life
insurance functioning in India in the
most efficient manner possible so as to
attract the savings of the average man
to the maximum extent? If not, what
was it that prevented it from doing so?
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What was the nature of those shortcom-
ings and how best could they be over-
come by further tightening of control?
Or alternatively, must they be regard-
ed as inherent in the type of mana
ment found in life insurance in India? I
can also claim justly that this study was
a prolonged and comprehensive one.
We took up the question first for ac-
tive consideration sometime in 1951. We
have been at it throughout the period.
Even the first examination pointed to
nationalisation as the obvious step. But
we did not want to take a hurried deci-
sion. During this long period we con-
sidered every aspect of the case and
-every comment made and incidentally
went on collecting our own experience
of companies which we were adminis-
tering. The conclusion that finally emer-
ed confirmed our apprehensions. The
industry was not playing the role ex-
pected of insurance in a modern State
and efforts at improving the standards
b{ further legislation, we felt, were un-
likely to be any more successful than
in the past. The concept of trusteeship
which should be the corner-stone df’l'i'lg_
insurance seemed r.nlineliv1 lacking. In-
deecd most managements had no appre-
ciation ‘of the clear and vital distinc-
tion that exists between trust moneys
and those which belonged to joint stock
companies—that is to say, owned by the
shareholders themseives. '

1 shall now give some detailed ac-
count of the reasons underlying this step
and I can do that best perhaps by giv-
ing my concept of a well-run insurance
company and then show how the insu-
rance companies had failed to reach
these standards. Firstly, the business
must be conducted with the utmost eco-
nomy and with the full realisation that
the mo belongs to the policyholder.,
The premium must be no higher than is
warranted by strict actuarial considera-

29 FEBRUARY 1956

tions. The fund must be invested 50 as to |

securc

¢ maximum yield for the policy- .

holders that it may be possible to sacure

consistent with the safety of the capital.

It must render a prompt and &ficient
service to its policyholders and by its
service make insurance widely %zpular.
Finally, the management must be con-
ducted in a §pieit of ‘trusteeship, as I
have said. T
Now, take the first criterion, I think
the record of our life insurance compa-
nies is poor. The ratio of expenses of
management to the premivm income for
Indian insurers is 27 per cent compared
with 15 per cent for companies in UK.

_eve
. indifferent. Sometimes there was
. security at all—loans on shares, on agri-
- cultural lands, on barges—which indeed
- was a floating security—, standing sugar-

loans in 1950, we thought that
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and seventeen per cent in USA. Even
statutory imposition of expense limits
has failed to check extravagance. It has
been claimed by companies that this
ratio is high for various reasons but to
me it seems that it is largely due to’
extravagance in the field. Most of the
field agents are dummies and their main
purpose seems to be to function as the
channel for passing illegal rebates. The
code of conduct which incidentally was
framed by the industry itself tried to
arrest this mad race for business by pro-
viding that there shall be only one inter-
mediary between the agent and the
branch office but the industry, I am
sorry to say, soon got round this, Bran-
ches came to have several branch secre-
taries; joint branch secretaries and assis-
tant branch secretaries multiplied and
the scramble for business continued un-
checked. ) '

With all this high expenditure, one
would expect that the policyholders were
well served. But here also the record is
not good. Post-sales service does not
exist and lapses continued to be_high.
When a policyholder takes out a life in-
surance policy, he does not make a pur-
chase in the sense that he purchases a
share or any other article of necessity
for current consumption. The premium
is really a form of saving and when more
than four annas in every rupee of this
premium is spent in expenses and onl
twelve annas or less than that is paid,
then the harm to the interest of the small
saver can easily be imagined.

Then as regards the premium rates,
they are about the highest to be found
in any advanced country of the world.
It is true that mortality rates are higher
in India than perha manE of those
countries but even after making allow-
ance for this, experts think that our
premium rates are high.

Turning next to investments, we find
that there are various inescapable mal-
practices; when for the first time in 1951

'we obtained detailed returns of the in-

vestments made by managements, we
were appalled by the picture that was
revealed. Loans had been given on
type of security—good, bad and
no

cane crops and on libraries. With the
tightening of the provision regarding
these
ar. But they
to other forms.

tendencies would disa

.did not. Only they
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Policyholders, moneys were used to fia-

over of securities, grant of loans on in-
adequate securities, buying property at

inflated prices, etc. These are some of

the ways in which waste occurred or
funds were jeopardised. Housa—prog: r-
ties and then possibly shares and -
tures—some of these have no clear-cut
market value—and investments in these

categories offered considerable scope for |

malpractices.

All such investments and high ex-

nses have taken their inevitable toll,

uring the decade 1944-1954, as many
as twenty-five insurers went into liquida-
tion and another like number had to
transfer their business to other compa-
nies, in most cases with a cut in the po-
licy contracts. I think one such case
came before the House in gegard to a
foreign company. Further, ‘even among
the companies which are carrying on
business today as many as seventy-five
were unable to declare any bonus at
their last valuation. This means that
thele insurance companies had spent not
only the provision for expenditure made
in their premium but also made inroads
into the additional premium which the
with-profit policyholders were induced
to pay in the hope of getting bonuses.

Now, we may examine the claim of
the insurance companies that they are
second to none in what they have been
able to do in publicising insurance in
this country. I do not deny that they
have done something. The point is this:
Have they done enough?

On a careful assessment I do not think
it cun be maintained that the progress

has been as it should have been. Life in--

surance is a social necessity, more parti-
cularly today when the joint family
system which had been partly servin

as an indirect insurance is rapidly dl%
integrating and leaving the individua
more and more exposed to economic
uncertainty or insecurity. In other ad-
vanced countries insurance companies
have schemes whereby persons of low
economic means are enabled to take out
policies for small amounts. The pre-
miums under these schemes are payable
weekly, fortnightly or monthly and are
collected from door to door. This

of business is usually known as indus-
trial assurance because they are mostly
industrial workers. This class of busi~-
ness forms 40 per cent of the total life
insurance business done in the United
Kingdom, 35 per cent in Germany, to

Their iA-
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quote two examples. In India this busi-

ness has not even been attempted. There
are 70 provident societies which profess
to cater to the poorer sections of the
community, but, in fact, they have
hitherto only exploited them. The record
of these societies is very dismal indeed.
They numbered over 500 in the early
years of the century and have now
deservedly dwindled to 71. A majority
of them are insolvent or mearly so, and
the total assets barely equal a month's
income of one insurer.

The per capita insurance in force is
Rs. 25 in India as against Rs. 8,365 in
the United States of America, Rs. 6,647
in Canada, Rs. 2,544 in Australia and
Rs. 1,840 in the United Kingdom. Now,
one might say that this is not a valid
comparison at the per capita incomes in
these countries, of course it is well
known, are much higher. But even if we
allow for this factor, by comparing the
sums assured in force with the national
income in each of the countries we find
that in India the sum assured in force
is only 10 per cent of the national in-
come whereas for Canada the corres-
Bonding figure is 108 per cent and for

K. it is 95 per cent. It is, therefore,
clear that it is not the low per capita in-
come in India which can explain satis-
factorily the comparatively poor prog-
ress of insurance in this country. The
reasonable explanation may be that the
insurance companies, by and large were
goverened by short-term considerations
and consequently their activities were
confined to urban areas and there too
perhaps to limited categories of people.

Now, in the matter of service to the
policyholders many companies systema-
tically postpone or avoid payment of
claim until of course forced by legal
means. In 1954 a thousand complaints
were received by us in our department
against various companies alleging delay
or non-pgyment of claims. In Australia,
where the number of life insurance
policies is abont the same, acording to
the report of the Commissioner of Insu-
rance there was only one complaint in
1954 relating to non-payment of claim.
A number of cases were referred to the
Controller of Insurance under section
47A after the claimants had despaired
of getting satisfaction from the insurance
companies. In most of these cases the in-
surance companies were found to be in
the wrong. fore, it is clear that
here in India we have failed to live u
to the high traditions
insurance all over the world.
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And, in res of investments—for a
relatively small investment we find that
an individual acquires control over com-
paratively immense funds and this con-
trol alas has only too frequently been
used not as trustees are expected to use
it

Now, it is claimed that the position
could have been remedied by further
legislation tightening sulpervision and
control. All such control or regulation
is negative in character. It can prevent
what is demonstrably bad but it cannot
raise standards. These must come from
within and all that Government regula-
tion can do is to foster the growth. In
the United Kingdom, for instance, there
is very little control over life insurance
and yet they have the highest of stand-
ards. We started on the model of United
Kingdom in 1912 but the principle of
“Freedom and Publicity” was not found
to be sufficient in our conditions to
achieve the United Kingdom high stand-
ards. So, we had to undertake legisia-
tion for detailed State control. There-
fore, a comprehensive—or what we
thought was comprehensive—Insurance
Act was enacted in 1938. At that time
it was described as a Draconian piece of
legislation and it was hoped that it spelt
the end of all mismanagement as every
war is supposed to end all wars. But, we
had not reckoned with the ingenuity of
some of the insurance managements.
During the last 18 years the Act has
bhad to be amended on as many as 10
occasions and each time a provision was
tightened the resourceful management
managed to find a way round it. For
instance, with a view to preventi.nﬂ a life
insurance comﬁany being controlled by
an individual the 1950 amending Act li-
mited the share holding of any one per-
son to 5 per cent of the capital of the in-
surance company. Despite this the same
individuals or groups continue to control
the insurance companies as before. The
Act was circumvented by holding shares
in the names of family members, friends
and employees. We indeed have very
many experts in benami in this country.
Again, a provision was inserted by the
same Act prohibiting Egaymem of exces-
sive emoluments to officers of insurance
companies. This provision too was cir-
cumvented by appointment of dummies,
the whole or a substantial portion of
their salaries being passed on to those
who control the companies.

Now I will give another illustration.
The Act prohibits granting of loans to
companies where the directors of the

insurance companies are also directors.

29 FEBRUARY 1958

(Emergoncy Provisions) Bill 1144

This provision has in some cases been
got round by those companies floating
debentures and the insurance companies
being made to subscribe to these deben-
tures. In one case the only subscriber to
the debentures were the insurance com-
panies concerned.

The ineffectiveness of legislative con-
trol is also brought out when we regard
the business from a different angle. As
I said 25 insurance companies went into
liquidation during the last decade and
another 25 had to transfer their business
to other companies, in most cases with
a cut in the ]policy contracts. 60,000
poor policy-holders of these companies
suffered in varying degrees, Now I may
mention the extreme cases., In the case
of 11 insurance companies administra-
tors had to be appointed to take over
the management. The reasons for such
appointments were fraudulent transac-
tions, defalcations, joans to fictitious per-
sons, reckless expenditure, insolvency,
gross-management and so on. Some
other companies were also ripe for simi-
lar treatment but action was not taken
either because the managements were
persuaded to set matters right or be-
cause of practical difficulties. So, the
position thus is that we are as far away
today as ever in attaining the standards
achieved voluntarily in a country like
the United Kingdom.

Had poor standards been confined
to a small minority of companies fur-
ther legislation might perhaps have been
worth attempting, but I am sorry to say
that the truly well-managed companies
are a minority, a very small minority.
Legislation and .control therefore can
no longer be regarded as giving us a rea-
sonable chance of achieving our objec-
tive. The fact that the minority of well-
run companies account for a consider-
able part of the business done does not
in any way affect this argument, because
lakhs of policies are today insecure
affecting lakhs of families. There is no
justification for allowing such a state of
affairs to continue, Insurance is a busi-
ness in which there ought never to be
a failure and not a single policy-holder
should ever find his life savings in dan-
fer. So, legislative control has been tried
oigf enough and it would have been
difficult to justify persisting with it any
longer.

Insurance is an essential social ser-
vice which a welfare State must make
available to its people and the State

"must assume responsibility for rendering

this service once it is clear beyond rea-
sonable doubt that it cannot be provid-
¢d in any other manner. So, while it is
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the failure of the general run of insu-
Tance eom‘fanm to live up to the high
‘traditions demanded of them that has led
‘Government to take this step, I would
like to emphasise that nationalisation in
‘this field is in .itself justifiable, With the
profit motive eliminated, and the effici-
—ency of service made the sole criterion
under nationalisation, it will be possible
to spread the message of insurance as
far and as wide as possible, reaching
-out beyond the more advanced urban
areas and into hitherto neglected, name-
ly, rural areas.

Life insurance gives to the insurer—
it i8 a truism—a sense of security, but
it also compels him to put by monez
for a rainy day. Today, less than 3
lakhs of persons in this country are in-
sured. Even if we were to do no better
than double this number, we shall have
increased the savings significantly. Ac-
tually, the possibilities for expansion are
.even greater. The urban areas alone
contain a much bigger earning popula-
tion while the rural areas are as yet
‘wholly unexplored territory from is

int of view. It has been claimed on

half of private enterprise that it was
confident of increasing the total life
business in force from a little over Rs.
1,200 crores to Rs. 8,000 crores, and the
per capita insurance from Rs. 25 to Rs.
200 per head in the course of the next
ten years. While I have very little doubt
that the nationalised life insurance
will be able not only to achieve it but
exceed it, in doing so, we shall have
made available for the implementation
of our Plans—the second and the suc-
ceeding Plans—substantial sums of mo-
ney from the people's own savings.

1 come back to the ordinance and
shall indicate what has been done so
far since its promulgation on the 19th
January. As you are aware, it e
the management of all life business in
the Government and in order that there
may be no dislocation of business, it
was provided that the existing manage-
ments should continue to be in charge
of the business but as agents of Gov-
ernment. They were allowed to carry
on day-to-day business on their respon-
sibility though in certain important res-
pects, such as investment of funds or
where any exception to the normal prac-
tice had to be made, they could act
only with the approval of the authori-
ndy nominated by Government.
These authorised persons were in posi-
tion everywhere on the 20th of January.

We nominated and trained them sec-
retly for a couple of months and they
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had received orders to join their posts
at a precise time indicated to them. So,
there was no hiatus in the working of
any insurance company. There has
a certain amount of speculation in the
press as to how these persons reached
their places on the 20th itself, and some
wild guesses have been made about all
those persons being flown by special
lane. But let me state the prosaic fact,
ey travelled by train and they started
moving out of Delhi from the evening
of the 17th. Only a few travelled by air
and they travelled by regular scheduled
flights taking with them, to the persons
to be authorised, their authorisation
papers which were available only after
the ordinance was duly promulgated. So
I claim this secret was well kept. The
point I wish to make is, our arrange-
ments were designed to ensure that no
inconvenience whatever was caused to
the policy-holders, and 1 think we can
claim to have succeeded in this. Imme-
diately after the ordinance became pub-
lic, we proceeded to appoint custodians
to take charge of insurance companies.
Some 126 insurance companies are al-
ready managed by custodians, and as
this accounts for over 96 per cent of
the total life insurance business, it ma
be said that management at the top is
now directly in the hands of Govern-
ment. Custodians have been chosen from
amongst senior salaried staf of insu-
rance companies. They are working to-
gether as a team under the general guid-
ance of the Finance Ministry, ang al-
ready there is emerging a common and
uniform policy. As you know, uniform
premium rates have been prescribed as
also uniform types policy conditions.

In the matter of investment too, a uni-
form polity is being evolved. Advertise-
ments have béguh to appear tommending
insurance and its advantages erally;
and not in one company. There have been
suggestions that fresh business is at a
standstill. I am glad to state categorical-
ly that that is not correct. After a short,
a very short interval, fresh business has
begun to flow in at a rate which is no
slower than before, and as doubts are
dispelled and the real position becomes
clearer, the pace will accelerate as in-
deed it already is doing in some parts of
the country. Meantime, it is also be-
coming clear that the claims are met
promptly. No complaint has at any rate
yet reached me on this score. I must of
course add a note of warning. Policy-
holders in companies which are insol-
vent will necessarily have to wait until
the affairs of such com;nniu are fully
gone into. The Bill before the House
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virtually repeats the provisions of the
Ordinance. We propose, however in the
I:Eht of experience which we have gain-

during this brief period, since the
20th January, 1956, to seek some addi-
tional powers for the custodians on the
lines of the powers enjoyed by the ad-
ministrators appointed under the Insu-
rance Act. It 15 obviously necessary that
the custodians should be able to take
action to recover monies which may be
missing, in an appropriate and prompt
manner, wherever such action becomes
necessary. With these words, I commend
my motion to the House.

Mr. Deputy-Speaker: Motion moved:

“That the Bill to provide for the
taking over, in the public interest
of the management of life insurance
business pending nationalisation
thereof, be taken into considera-
tion.”

The time allotted is 12 hours. I would
like hon. Members to tell me how much
time they want for the consideration
stage and how much for the rest.

Shri Bansal (Jhajjar-Rewari): Ten
hours for the consideration stage.

Mr. Deputy-Speaker: Then, will two
hours be mcient for the other stages?
There are 16 clauses in the Bill. As yet,
‘there are not many amendments ex-
cept some Government amendments.
Shall we have ten hours for the consi-
deration stage? Then, what is the time
for the third reading?

In the clause-by-clause consideration,
once again the hon. Members should
not think that the Speaker or whoever
is in the Chair is hustling them. I would
like to avoid that contingency. There-
fore, let us have 8 hours for the discus-
sion.

Some Hon. Members: Ten hours.

Mr. Deputy r: In the course
of the discussion, I find hon. Members
sending in a number of amendments.
Very well, we will have ten hours for
discussion, 14 hours for clause-by-clause
consideration and half an hour for the
third reading. There is the other Bill also
and I thouét originally that both these
Bills might be introduced and a common
discussion could be held. But I under-
stand this has to be passed immediately.

Shrl Sadhan Gupta (Calcutta South-

East) : Mr. uty-Speaker, I rise to
welcome thilmwt{th a mixture of satis-
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faction and apprehension. Many argu.
ments have advanced on behalf
of the insurance employers against na-
tionalisation, some arguments even with
an appearance of plausibility. But, even
if all the arguments were right, which
they are not, as I shall show later on,
I would have supported this Rill, if only
because it would at least put an end to
the most unsatisfactory state of affairs,
to say the least, in the insurance busi-
ness. It would at least put an end to the-
corruption, malpractices and abuses that
have marked the insurance business in
this country.

[PT. THakUR Das BHARGAVA in the
Chair] '

The insurance magnates by investing.
a very paltry amount of capital have
seized control of huge life insurance
funds, which belong not to them, but to-
the policy-holders, most of them poor
policy-holders, and with those funds.
they have found diverse means of en-
riching themselves. Attempts have been
made, as the Finance Minister has ex-.
plained, to curb them by way of legisla--
tion. It had been provided, for instance
that a major portion of those funds—
subsequently, by an amendment it was.
rovided that half of those funds—would
ave to be invested in Government secu-
rities. You will be surprised to know
how easily this inhibition was eluded.
This inhibition of section 27 of the In-
surance Act.was eluded by a very simple
process. The funds were invested in
Government securities; then those Gov-

Jnment securities were transferred by

endorsement and the money was invest-
ed in other business. If there was fear
of some check, the securities were re-
endorsed and endorsed back again.
There are many ways and I am only in-
du:aunﬁ one. The insurance magnates
with the huge funds under their con-
trol freely indulged in speculation, totally
unsettling the economy of the country.
The way speculations have been prac-
tised has been stated by the Finance Mi-
nister by his quotations from the maga--
zine Commerce. It is not the magas
zine of any political party. It is not the
magazine of any party or faction advo-
cating nationalisation. It is the maga-
zine of a part of the business world. It
is a financial journal which is bitterly
opposed to nationalisation. It is that ma-
gazine that has revealed the way in
which insurance m tes have speculat-
ed. The Finance Iamister has read ex-
tracts from the article appearing there
to show how the speculation was made
by taking the profits in the name of the:
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individual and shifting the loss to the
insurance company. Even apart from
that, it appears from the same article
that the insurance magnates also financ-
ed professional speculators. The maga-
zine itself says that now that the Ordi-
nance has come upon them suddenly,
these speculators are in difficulty. The
market has gone down against them and
they are faced with the alternative either
of bearing the losses themselves or of
refusing to pay the dividends. It may be
said—it has been said certainly by the
insurance magnates-——"Couldn’t you le-
gislate to check this? Could not Yyou
legislate to eliminate these evils from
the insurance business? Why don't you
do it?" For example, some insurance
magnates have suggested, “If you do not
~like our investments, why don’t you say
that 100 per cent of the funds will be
invested in Government securities?” The
object is guite clear. If 50 per cent was
not an adequate check, 100 per cent
would not be a check either, because
the investment in securities would be
there, but there would be transactions on
the securities themselves. Whether it is
50 per cent, 75 per cent or even 100
per cent, there is no difference.

‘The Finance Minister, I am afraid,
has been very optimistic in saying that
perhaps it might have been controlled by
legislation. I will cite a statement of a
colleague of his to show that that con-
trol was impossible. It was the Com-
merce and Industry Minister, who in a
statement which appeared in ‘the Press
said like this :

“We have had a scries of legisla-
tive measures controlling insurance,
but we have finally felt that legisla-
tive control had become ineffec-
tive, ... Ultimately, we have come
to this conclusion for two reasons
—undoubtedly one a negative rea-
son—public funds of the policy-
holders being misapplied—and the
second, a positive one; we could
devise no legislative hedge that
could not be jumped over."

That, Sir, is the crux of the matter. I
shall come to the other arguments,
weightier arguments, in support of na-
tionalisation. But even taking the point
of view of the insurance magnates that
it should be run on the basis of private
enterprise under legislative control, this
statement of the Commerce and Industry
Minister is a complete refutation of
their arguments and is a complete indict-
ment of what they have done.

3—12 Lok Sabha
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I have referred to malpractices result-
ing from the control of huge life insu-
rance funds, malpractices of eluding the
requirements of investment in securities
and malpractices of speculation. I shall
very shortly refer to another malpractice
namely, the practice of cmplozing sine-
cures or paying persons in authonty for
doing nothing at all.

3 PM.

I shall not cite examples. I had cited
some examples during the time of the
amendment of the Insurance Act, I
think, last session. I shall only hope
that these sinecures will be eliminated
in the course of nationalisation and a
start will be made while the custodians
are still in posscssion of the different in-
surance companies.

I shall now come to weightier argu-
ments, arguments which are of greater
consequence to our national life.
Removal of corruption, removal
of malpractices and abuses is
a weighty argument indeed. What
would weighticr from the country’s
point of view, from the national t
of view are other matters to whi |
shall now refer. In the first place, nation-
alisation of insurance will make a huge
fund available which, if invested in pro-
per lines, would be of immense benefit
to our national economy. At present, I
understand that the life fund belonging
to all the insurance companies amounts
to Rs. 380 crores. This sum of Rs. 380
crores is not a joke in our country.
Then, there is an annual premium in-
come of about Rs. 55 crores, according
to the latest figures. That premium in-
come will go on increasing as it has gone
on increasing according to our experi-
ence. It has been calculated that the rate
of increase is 10 per cent over the in-

. crease of the previous year. This would

be the rate of increase on the assump-
tion that the insurance business will run
as it has always run and there will be
no improvement, no accentuation in the
flow of insurance business. But actually,
we can have an insurance business of a
much greater volume in this country be-
cause, as yet, very little of our country
has been touched by life insurance. We
have an insured t|:~1:=1':ulation which is
about 1 per cent of the total population,
while in advanced countries it goes on
to about 80 per cent, for instance, in
the United States. I do not say that we
are likely to have an insured population
to the extent of 80 per cent. But, cer-
tainly, we can go a long way and we can
have much more than 1 per cent. We
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can increase the total volume of insu-
rance which is today, I think, about 1,000
crores to about Rs. 8,000 crores, as the
Finance Minister has just said. That, 1
believe, would yield an annual premium
income of Rs. 350 to 400 crores, or in
the neighbourhood of that. 1 am not
speaking in exact figures. That gives an
idea of the amount of wealth that would
be in the possession of the nation for
the purpose of being invested not in use-
less enterprises for the profit of the in-
suranceé magnates, but in really socially
useful enterprises which will lead to the
economic progress of the country. At
a time when we are desperately looking
for aid to foreign countries, when we
are trying even to resort to deficit financ-
ing for the purpose of balancing our
budget, is it a small fund to have so
many hundreds of crores of rupees to
improve our economy?

The second consideration is that it
will help in the breaking of the mono-
poly that has grown up round the insu-
rance business. I have already said how
the insurance magnates, with a small
share capital control huge funds. For
example, the paid-up capital of a com-
pany like the Oriental Lifc Assurance
Co. is only Rs. 6 lakhs. Yet, they have
a life fund—I forget the exact figure—
of, 1 think, more than Rs. 100 crores.
Similarly, all the insurance companies,
at all events, all the big insurance com-
panies have a very insignificant paid-up
capital in proportion to the life fund

that they control. Again, they are link---

ed up with banks and industrial groups.
The Dalmias, Birlas, Tatas, and Jalans,
have all their insurance companies, life
insurance companies, general insurance
companies and their banking companies.
They are also industrial magnates them-
selves. This link between their concerns
should be broken so that the funds are
not diverted to channels which are not
profitable to the nation.

There is another advantage  which
incidentally arises from nationalisation.
You know the insurance companies
hold considerable shares in many indus-
trial  undertakings. So much so that
through nationalisation, Government will
be able to establish control over a siz-
ablc section of the private sector. This
is very important. Through this control,
Government may channelise the resour-
ces in that sector to industries which
come under their control. Through con-
trol over the insurance business, they
can channelise the resources in that
sector for purposes beneficial to the
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national economy. That, although an in-
cidental achievement, is not a very small
achievement and .Government should
pay every heed to channelising these re-
sources in the proper way. -

These are the grounds why I look
upon this Bill with great satisfaction. Be-
cause it is a Bill preparatory to the na-
tionalisation of life insurance in this
country, it cannot but give satisfaction
to any person who is averse to corrup-
tion, and malpractice, and to any per-
son who wishes the nation to have re-
sources which are beneficial for its eco-
nomic interests. But, as I said, I have
my apprehensions also. I do not for a
moment mean that my apprehensions
are such that they would lead me to
oppose nationalisation or to doubt the
desirability of nationalisation. Far fronr
it M;K: apprehensions are l'eal]{e that
ithis desirable object may not pro-
perly fulfilled. Therefore, I shall indicate
why these arprehensions arise and what

have to remedy them.

You know that in the Ordinance and
in the Bill which is now before the
House replacing the Ordinance, there is
a provision for the appointment of Cus-
todians for the control of the business
of the concerns taken over. That is, of
course, necessary. Some one must be in
control on behalf of the Government,
but the kind of persons put in control
of insurance concerns, at any rate of the
largest insurance concerns, would fill
every afdent supporter of nationalisa-
tion with apprehension.

Before 1 come (o the individual con-
cerns, I would like to place the princi-
ples which in my opinion should have
guided the Government in appointing
custodians, Government are proceeding
to nationalise insurance companies. In
nationalisation the first thing necessary
when you appeint a custodian is that
the person concerned should be an en-
thusiast for nationalisation. You know,
Sir, that the insurance magnates have
opposed nationalisation tooth and nail.

ey have given all kinds of arguments,
philosophical, economic and what not,
to oppose nationalisation and yet when
you appoint & custodian if you appoint
& person who himself is oiposed to na-
tionalisation, who himself has given ex-
pression to his views vehernentlz against
nationalisation, can you expect the affairs
of the institution to run smoothly? If he
starts with the prepossession that nation-
‘plisation is a bad thing, it is not going
to help anyone. Is anything going to be
done if such persons are appointed
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custodians ? And yet in the biggest con-
cerns, it is precisely this kind of per-
sons who are appointed as custodians.

Let us take the case of the Oriental.
Now, who is the custodian there? The
chief officer of the concern, Shri Vaid-
yanathan....

Mr. Chairman: 1 would request the
hon. Member not to criticise personally
by particular names since the person
criticised is not here to defend himself.
It will be very difficult to make a distinc-
tion as well as to found a criticism
against a particular person unless he is
given an opportunity to defend himself.

Shri Sadhan Gupta: [ thought 1 was
oot making any defamatory allegations.

Mr. Chalrman: 1 am only warning
beforehand because he will go to other
companies also; he will name other per-
sons also. It isa?uite right that he is in-
dicating the qu
who should be appointed. That is per-
fectly fair. But to come to individuals
and criticise them that they do not ans-
wer this description will be invidious and
unjust.

Shri Sadhan Gupta: In the Oriental
a gentleman has been appointed. In
1945 he was the Superintendent of In-
surance under the Government of India
and while in that t he vehemently
opposcd nationalisation in an article pub-
lished in the Insurance Year Book of
1945, and this article was reprinted in
the Capiral of 2nd February, 1956.

Shri Venkataraman (Tanjore): Peo-
ple change their opinions also.

Shri Namblar (Mayuram): Will he
change that is the question.
Shri ‘Sadhan Gupta: People change

their opinion, I agree, but in this case
he wrote an article in the Annual Num-
ber of Commerce in 1955. It is only two
months ago and therc he reiterated it.
So, 1 do not think anything has hap-

ned to make him change his opinion
in this short time. If anything has hap-
pened, perhaps the Finance Minister wall
explain it. ’

Then, in regard to the custodian of the
Hindustan -operative  Society, an-
other of the largest ifisurance companies,
he not in 1945, not even in 1955, but
in January 1956, in the insurance worid
wrote an article opposing nationalisation.
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Then there is the case of National
Insurance, another of the largest con-
cerns, one of the big five. There, the cus-
todian concerned made a statement in
the press which appeared on the very
same day that the Finance Minister's
statement was published announcing na-
tionalisation. In the same page, in one
of the papers at lcast, in one column
was the statement of the Finance Minis-
ter announcing nationalisation, and just
beside his statement in the same page
there appeared the statement of the
gentleman who has now been appointed
custodian of National Insurance oppos-
ing nationalisation. I hope he did not
change after that. That was in the press
on 20th January, 1956.

In the case of the Oriental, the chief
officer of the concern has been appoint-
ed custodian, Just before nationalisation,
and we can assume that in anticipation
of nationalisation, the Oriental prepar-
ed a scheme of mutualisation which was
a very interesting scheme. For every Rs.
100 paid-up share it was proposed to
substitute a debenture of the value of
Rs. 8,800 to carry interest at 4 per cent,
and then the debenture-holders would
retain control until, of course, the de-
bentures were redeemed. That would
have a very multiplicity of advantages.
First of all, the rate of dividend would
be 4 x 88, that is to say 352 per cent
of the paid-up capital. Secondly, the de-
benturc-holders would remain in con-
trol as they did as shareholders, and
thirdly, if the question of nationalisation
came, then additional compensation
would almost certainly be given be-
cause of the higher value of the deben-
tures. Now, with all these, to make a
person custodian who must have been
concerned with this kind of thing, is, I
say, a very bad start for nationalisation
indeed.

Another feature, the third feature I
would say, is the appointment of custo-
dians who form a sort of chain. What
we find in Calcutta is that one gentle-
man has been appointed custodian of
Metropolitan who was the chief officer
of National. Then the Consulting Actu-
ary of the Metropolitan goes to Aryas-
than as Gustodian, and the chief officer
of Aryasthan comes to National as cus-
todian. What is more, they are mutual
friends.

Shri Kamath:
pose.
Shri Sadhan Gupta: If some kind

of defect arises in one concemn, then it
would be very easy for them to link up

Mutualisation, I sup-
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and cover up each other’s defects. If
defects are in each other's concerns,
then it would be un additional incen-
tive to them to cover them up. Is this
the way to proceed with nationalisa-
tion?

Apart from thesc, in the matter of
appointment of custodians. ...

Mr. Chalrman: The hon. Member
has already taken about 35 minutes.
After all, there are other Members an-
xious to speak.

_ Shri Sadhan Gupta: Another matters
is that the chief officers in many of the
companies have been made custodians
in others. That way, if there is any de-
fect in that company, the custodian of
that company does not have the chief
officer concerned to give his explana-
tion for the defect. Secondly, because
the chicf officer is the only person who
has a comprehensive picture of the
company, the custodian is in a soup,
because he does not know anything and
the other officers either do not know
anything at all because they are connect-
ed with only sections of that concern,
or they conveniently give the excuse
that only the chief officer knows and
that they do not, and therefore the
custodian does not find out what is what
in that company.

1 have referred to custodians so far.
My next point is regarding the reduc-
tion of policies. 1 do not know what
made the Finance Minister announce
that the policies may have to be re-
duced.

There may be a few companies which
have assets which are less than the lia-
bilities. But the point is that when we
are taking over all the insurance con-
cerns, there would be a surplus avail-
able, an overall surplus, with which we
can certainly honour the liability of
those who have no surplus. And what
are these deficits? In many cases, they
arise because valuable assets are under-
valued and liabilities are over-valued. In
the case of one insurance company, 1
know that valuable assets were transfer-
red to the management as worthless at
a very small price, and a collusive re-
port was obtained from the auditor; and
then it turned out that the assets were
really valuable and the report was false.

In another case, mortgaged property
was transferred to the management, and
a report was obtained that it was dilapi-
dated property; and it turned out, how-
ever, that it was very sound immovable
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property, and -very valuable at that. This
is lthedlcim.‘- of way that assets are under-
valued.

Liabilities have been over-valued in
one case, by assuming an interest of
2% per cent in 1950, whereas in 1949,
the company was declared solvent on an
assumption of 3 per cent interest. You
must remember that after 1949, it was
a rising market for interest. The prices
of Government securities were going
down, and the bank rate had been en-
hanced in 1951 actually.

Even if there was no surplus avail-
able, I would say that the burden on
Government in honouring these policies
would be insignificant, and Government
could not shirk the moral responsibility
of granting the policy-holder a credit for
his full policy. For, after all, is it the
policy-holder who is responsible if the
assets of the insurance company are
insufficient? Government themselves are
responsible for it. They have a Control-
ler of Insurance to look after the affairs
of the company; and the policy-holder
was justified in relying on the Controller
of Insurance; and if the Controller of
Insurance has failed in his duty, the
policy-holder should not be penalised.

Lastly, I would say that this kind of
decision is a bad beginning for national-
isation, It shakes the confidence of the
policy-holders in nationalised insurance,
that is, the confidence of ple whose
goodwill the corporation has to depend
upon.

The other bungling that Government
have done is to determine the premium
with reference to the Oriental rate, and
at one rupee less than that rate. The dif-
ficulty has been that the Oriental pros-
pectus has not been supplied to all the
concerns, and the agents are in a soup
about what the rate is. Secondly, all the
agents are not familiar with the Orien-
tal table of premium rates and commis-
sions. Thirdly, it has created a misim-
pression among policy-holders that only
the Orientals is the recognised concern,
and that no other concern has the right
to book policies. I have heard this com-
plaint from agents; and ageats are find-
ing it difficult to procure business unless
they happen to represent the Orientals.
Fourthly, in the most popular policy of
20 years’ endowment for the age group
30-50, 78 companies have lower pre-
mium than the Oriental according to the
Indian Chamber of Commerce's note to
the Finance Minister; and in some cases,
the difference is about Re. 1 to Rs. 2
per Rs. 1000. According to the same
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note, quite a few companies charge lower
premia for whole-life policies. Fifthly,
there is no scientific basis for the for-
mula of one rupee less than the Oriental
rate, for that premium rate will not be
‘permanent, and the whole premium-
system will have to be revised later on;
and pending that revision, the present
?rerma may be allowed to continue,
or the agents will be in a better posi-
tion to do business under the present
premium.

Then, the treatment of the staff has
not always been very desirable, For ex-
ample, an employee of a particular com-
pany im Calcutta was asked to report
at Ajmer within seven days of the no-
tice. Now, this kind of thing cannot be
done, because after all it is not so easy to
wind up establishments and report at
Ajmer within seven days’ time, I know
of) at least three cases where the Janu-
ary pay has been stopped, and increment
has been stopped.

There is another very serious argu-
ment against the way Government have
proceeded to nationalise, namely the
omission of the general insurance sector.
Now, the reason for nationalising life
insurance that has been given is the
malpractice and the need to mobilise
resources, Malpractices are even more
rampant in general insurance business.
The chairman of many general insurance
companies and of regional insurance
councils have admitted malpractices.
Shri M. C. Shah himself has stated that
income-tax to the extent of Rs. 1 crore
a year is being evaded. The general
manager of a general insurance company
has confessed to me that there was no
general insurance company which did
not indulge in illegal rebating and other
malpractices. In spite of that, that sec-
tor has been left alone.

If general insurance had been nation-
alised, we would have got a lot of in-
vestible funds. Fire insurance, for ins-
tance, records a net claim of less than
35 per cent in India. It is a very covet-
able thing. And that it is a profitable
thing is clear from the fact that foreign-
ers are very eager to come into the
Indian market in respect of fire insur-
ance.

Then, many of the foreign concerns
would have been eliminated by taking
over general insurance. There are 61 In-
dian general insurance companies as
against 88 foreign companies. In marine
and miscellaneous  insurance, forei
companies have practically a monopoly.
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Further, the non-nationalisation of
general insurance companies would lead
to the extinction of most of the subsi-
diary and composite general insurance
companies. You know that the subsidi-
ary general insurance companies were
being fed by the corresponding life in-
surance companies. When the faltcr are
withdrawn, the former would be depriv-
ed of the support and they would perish.
The subsidiary and composite general
insurance companies have achieved a
reat deal of economy by reason of the
act that the administration was carried
on in conjunction with the life insurance
companies; a small allocation was made
to the general and the bigger share was
borne by the life side.

Now that the two are ﬁoing to be se-
parated, the difficulty will be that the
general insurance part of the composite
concerns or the subsidiary concerns
would have to bear the whole burden
of the administrative expenses, which
they would not be able to bear, and
would close down. What would be the
result? Huge retrenchment among its
employees, discontent and discredit to
nationalisation.

Fifthly, in allocating employees of
the compositc companies, what proce-
dure would you follow? In the case of
one imsurance company-—the National
Insurance Company—I know they had
no separation of the Life from the
General department. A small volume of
eneral business was being conducted
y employees who were freely transfer-
red from one department to another.
How are you going to allocate them
between the nationalised concern and
the sector still left over in the hands
of the insurer? And how are you going
to allocate the share capital either?

Then the Government are already
running two composite companies beca-
use an Administrator has been appoint-
ed to look after their business. So
why could not they take over the general
sector also? Now, Government will also
have a controlling interest over many
ambsidia?r general companies. Then if
they had the general companies in their
control, they would also succeed in
directing investments on proper lines. As
it is, investments are bemg grossly mis-
directed by general companies, into the
details of which I have not the time

to go.

I would also say here that not only
insurance but banks should also be na-
tionalised and the Government should
look to that part of the suggestion.
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Now, I would make a few suggestions
to improve the administration of the na-
tionalised concerns and to make nation-
alisation popular among the people. The
first thing is that the existing Custodians
who are against nationalisation should
be replaced by Custodians who have en-
thusiasm for nationalisation. Secondly,
Custodians must be given entire control
over the ex-Chief Officers and those
Chief Officers must be available to them
for rendering explanation at all times,
Then the link between Custodians should
be broken at once. Fourthly, there should
be no reduction in policy. It is not ne-
cessary because the liability can be met
from available surplus, and in ag case,
it is not a great burden on the Govern-
ment. Fifthly, there must be a direction
to Custodians to run business on effici-
ent lines and to take the co-operation
of the em‘ployecs through Unions where
Unions of employees exist or otherwise
where they do not exist. They should
establish contact with the All India Insu-
rance Employees’ Association. That As-
sociation has warmly supported and
enthusiastically welcomed the proposal
to nationalise, and it will be in a position
to give them valuable assistance in con-
ducti(r)tg the nationalised concerns. The
Custodians must be directed also to pay
particular attention to disbursement of
claims promptly, to disbursement policy
loans and surrender values. Sixthly, the
old premium rates should be reintroduced
for the time being pending introduction

of new rates on a scientific basis, Then

there should be full protection of the
privileges of the employees and their
trade union rights, and behaviour to-
wards them should be decent and hon-
ourable. In particular, all agreements
reached between the ex-authorities and
the employees should be scrupulously
honoured. Agreements which were near-
ly completed and could not be comple-
ted on account of nationalisation should
be completed, industrial disputes bet-
ween employees and the concerns should
be expeditiously settled at all levels and
transfers should not be made without
compensating the employces for losses
duc to transfer. In any case, transfer
should not bec made in the way it was
done in the case of the company in Cal-
cutta 1 referred to where people were
asked to report at Ajmer in seven days'
time, Steps should be taken to level
up disparity of wages between different
classes of employees. Where concerns
had no fixed scales, some increment
should be given to employees because
there had been considerable exploitation
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by these concerns. No employee should
be retired before he reaches the age of
60. Where no retirement benefit is pro-
vided for in those concerns, retrench-
ment benefits or gratuity should be given
in accordance with the Industrial Dis-
putes Act. Then there should be a
thorough examination of accounts of
the last three years in suspected cases
of mis-application and the guilty should
be punished. This examination should
be done in co-operation with employees
who will render assistance very gladly.
At this stage, no investment other than
investment in government securities
should be permitted, cxcegl in the case
of bona fide agreements by thé autho-
rities which preceded nationalisation.

Mr, Chairman: Most of these matters
will be the subject-matter of the other
Bill. For example, conditions of ser-
vice.

Shri Sadhan Gupta: The difficulty is
this. They are serving under the Custo-
dians now and difficulties are arising re-
garding conditions of service. These are
certainly the subject-matter of the other
Bill, but also relevant to this Bill
because the Custodians have to keep
these things in mind.

Now, I would say something about
the compensation proposed. I could not
for the life of me see what is the neces-
sity of paying these companies compen-
sation for taking over the management
at such a heavy rate. One rupee for
every Rs. 2,000 of the premium in-
come is an extremely heavy compensa-
tion. I worked it out in the case of the
Oriental, I think, and it would come to
about 1]12th or so of the entire paid
up capital. In any case, I, do not see
why such a heavy compensation should
be given, because when we nationalise
the concerns, we will give them compen-
sation, and a very small compensation
should be enough for the purpose of
taking over the management.

In conclusion, I would say that the
Government have made a bad start with
nationalisation, so bad indeed that the
wildest dreams of the enemies of na-
tionalisation have been satisfied. Yet,
this kind of evil should not at all be a
concomitant to nationalisation. If you
do away with bureaucracy, if you intro-
duce an efficient and flexible adminis-
tration without red-tape, nationalisation
will be a success, not only be a success
but will be a great asset to the nation.
The best thing you can do is to take
the co-operation of the employees in
this respect. The employees are enthusi-
astically for nationalisation. They will
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serve you loyally and they will see that
the administration is efficiently run. Take
their co-operation, take the co-operation
of the Unions, take the &o-operation of
their all-India Adsociation, the All India
Insurance Employees’ Association, in
improving their lot, in discovering mis-
. feasances and in punishing the guilty
and in devising ways and means of serv-
ing the policyholders, and success is as-
sured for the nationalised concerns.

Shi M. S. Gurupsdaswamy (My-
sore) : I have listened carefully to the
first part of the speech of the Finance
Minister. There he explained the rea-
sons why the Ordinance had to be pro-
mulgated as a preliminary step to the
nationalising of life insurance compa-
nies. He stated that in view of the com-
plications and the kind of business that
18 carried on in the insurance world
there is no alternative but to issue an
Ordinance. I have no quarrel on this
point because 1 feel that the circumstan-
ces which prevailed in the insurance
world had left no other alternative but
to take this step, that is to issue an Or-
dinance as a first step towards the na-
tionalisation of insurance business. But
I object to the method of approach made
by the Government in regard to this
problem. I do not deny the importance
of nationalisation and also the need for
it. But, 1 have to say that this attempt
on the part of Government to nationalise
insurance is not a complete step. There
is no comprehensive approach to tackle
this problem.

All of us are aware that only life in-
surance is going to be nationalised. The
other kinds of insurance business would
be left safely in the hands of private
entrepreneurs. I do not know what rea-
sons weighed with Government in re-
sorting to only partial nationalisation
and not full nationalisation.

The party to which 1 belong all along
stated inside the House as well as out-
side that there should be immediate na-
tionalisation of both insurance and
banking. We Insisted that both insurance
and gankins should be nationalised
wholly because both these institutions
are like the linchpin of the apple cart
of our national economy. They control
the levers of national development and
they constitute very vital elements in
our national life. So, we have stated that
both banking and insurance companies
should be nationalised and one cannot
be divorced from the other. Today what
are we doing? Government is content
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with nationalising only a very small part
of the insurance business and gives com-
plete freedom for the rest of the insu-
rance business; and there is no assurance
—there is no indication—that steps
would be taken, at least in the imme-
diate future, to nationalise the remaining
sector. Further, there is no indication
also that the banking business would be
nationalised.

I always hold the view that insurance
and banking are responsible for some
of the unregulated developments—or
may I say the undesirable developments
—in the fleld of business. When money
is in the hands of private individuals
and when there is no sufficient planning
and proper judgment over the matter
of spending or investment, there would
be naturally chaotic investment or un-
regulated utilisation of funds. So, we
said, that in view of the nature of the
activities which the insurance compa-
nies and banking institutions have to
carry on, it would be desirable that the
whole system should vest in the hands
of Government or in the heads of pub-
lic bodies. I would therefore consider
this a very paltry step in the direction
of nationalisation.

The hon. Finance Minister said that
his approach in nationalising this sector
of life insurance business was consider-
ed on pragmatic basis, But I have to say
that this pragmatic approach or empin-
cal approach has been responsible for
the muddle-headed—or may 1 say plan-
less—thinking in the matter of nation-

alisation. Unless we accept the
ideological basis for nationalisation
we cannot bring about a com-

plete and satisfactory scheme for na-
tionalisation. Before nationalising a thm&
one should have heart in it. One shoul
ive full thought and full mind to it
e very pragmatic approach takes awa
that element of seriousness and it will
make the whole scheme appear as a non-
ideological plunge in which the nation
may not have more than casual interest.
So, I would say that this pragmatic ap-
proach should be given up and there
should be a proper ideological approuch
to the whole question. However, I do not
want to make ideology a fatish. 1 do not
want that for the sake of ideology we
should go on ecxperimenting with all
things. Ideologies should be considered
and should be viewed from the point of
view of practicability. That 1 agree. But
there should be some ideological basis
for any action. Even for a pragmatic
approach there sh some



1163 Life Insurance

[Shri M. S. Gurupadaswamy]

ideological basis. I am very sorry to
notice that this is entirely lacking on the
part of Government.

If you look at nationalisation in some
of the other countries you would see
that in no country except, I think, New
Zealand, and to a certain extent, France,
there has been an honest attempt towards
full nationalisation. In France, when this
matter of nationalisation came up before
the National Constituent Assembly, the
Government argued that the insurance
business would leave enormous funds
in the hands of private people and this
accumulation of huge capital in the
hands of private individuals would give
such a considerable power to them that
in the long run they may prove perilous
to the very economy of the State. The
Government also argued that the money
that is in the hands of these companies
does not belong to the shareholders. Even
in India the shareholders’ money is
very insignificant or considerably small
when compared to the policyholders’
money. The major portion of the money
is derived from the latter class. So,
the Government of France stated that
the policyholders should have all the
benefit or most of the benefit of insu-
rance business, but unfortunately in the

rivate management only the share-
olders would rule the roost and reap
all the benefit. That is why the Govern-
ment of France thought that the only
way of protectinﬁ the policyholders and
giving them all the benefits of insurance
and also of enlarging the insurance for
the benefit of the public is by nationalis-
ing insurance. They also considered the
question of the nationalisation of bank-
ing. Unlike our Finance Minister, the
Finance Minister of France thought the
without nationalisation of the major por-
tion of banking mere, nationalisation of
life insurance would mean nothing and
would not carry them any further. So,
the Government of France thought that
nationalisation of banking also should
go hand in hand with nationalisation of
Insurance,

In the case of New Zealand, an at-
tempt has been made by the Govern-
ment of New Zealand to nationalise
certain sectors of insurance. I have got
here the various types of insurance busi-
ness they have nationalised already. The
working of nationalised insurance in
New Zealand has given us certain indi-
cations by which we may be profited.
In that country, nationalisation of insu-
rance had led to too much of bureaucra-
tisation. And bureaucratisation is the
enemy number one of nationalisation. If
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only nationalisation is to lead to bureau-
cratisation or bureaucratic control of the
entire sector, then nationalisation has
no meaning. And my party does not en-
courage or want bureaucratisation in the
form pf nationalisation. That is not so-
cialism. I may say that we regard that
bureaucratisation is a great danger to
socialism.

An Hon. Member: What is the hon.
Member driving at?

Shri M. S. Gurupadaswamy: In New

Zealand this has been very much appre-

ciated by certain sections of the public.
Now they are thinking that there should
be less of bureaucratic control or depart-

- mental control; and to achieve this they

are considering the question of having
corporations for the different companies
when they are nationalised. Supposing
there are half a dozen companies pri-
vately owned and privately run, when
you nationalise those companies, each
insurance company would treated se-
parately, that is, a separate board of
directors would be appointed, of course
under the aegis of the Government.
Similar consideration has been bestow-
ed in other countries as well. In the
short time at my disposal I cannot give
the history of nationalised insurance in
various countries, but I may refer to
these things in detail when the next Bill
is taken up for consideration.

In India, when we are now nationalis-
ing life insurance business, I would sug-
gest to the Finance Minister that suffi-
cient thought should be given to this
aspect, that is, what Hrpe of structure
or machinery we should have for handl-
ing this nationalised business. The Fin-
ance Minister gave certain reasons why
there had been great reasons impelling
Government to issue ordinance. In re-
ferring to these reasons, may I point out
one thing? He said that in certain com-
panies various types of misappropriation
and misusc of funds were noticed. That
is true, and 1 do not disagree with it,
May I point out one thing which came
to my notice just a few days back? 1
was told—I am subject to correction—
that before the ordinance was issued, a
very big man or a representative of a
very big insurance company approached
the Government to know whether there
would be such an ordinance. The Gov-
emnmment took him into confidence and
he was told that there would be such
an ordinance. I was told—again I am
subject to correction—that sufficient
time was given to that gentleman to
keep his records in order or rectify
wrongs in the accounts, and before the
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ordinance was issued, he was asked to
be ready so that he might not be caught
for any illegal act. If that is true, it is
a very serious matter.

Shri S. V. Ramaswamy (Salem):
l\_‘ia}; I know the basis for this informa-
tion

Shri C. D. Pande (Naini Tal Distt.
cum Almora Distt.—South-West cum
Bareilly Distt.—North) : Assumption.

Shri S. V. Ramaswamy: The hon.
Member is charging the Government of
partiality to individuals. May 1 know
the source of his information?

Shri M. S. Guropadaswamy: I do not
want to name the person or name the
company, and I do not like to be drag-
ed into discussion. That is why I said
In a general way that a representative
of a company approached the Govern-
ment to know whether there would be
such an ordinance issued.

Shri S, V. Rameswamy: This is a
very serious allegation against the Gov-
ernment.

Shri M. S. Guru amy:" [ am
not yielding. If that is not true, I would
like to be contradicted and I would be
happy if that is done.

Mr. Chairman: The genetal rule is
that if an hon. Member wants to make
an insinuation or to state a fact, then
he should be perfectly sure of what he
is speaking about. The only basis for
making this allegation against the Gov-
ernment seems to be that he has heard
it from somec quarters. He is perfectly
entitled not to name the person.

I am only requesting him not to make
any allegation of this kind unless he is
perfectly sure and he has got good basis
or solid foundation for such an allega-
tion. That is all that I can say at this
time. By the hon. Member saying he does
not want to disclose the source of infor-
mation this insinuation becomes worse.

4 r.M.

Shri M. S. Gurupadaswamy: I cannot
produce any record nor is there any
other evidence with me.

Shri S. V. Ramaswamy: May I sub-
mit that it is very easy to make an insi-
nuation like that. ...

Mr. Chaitrman: Order, order. I am
only asking the hon. Member not to
make such insinuations,
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Shri S. V. Ramaswamy: May I re-
quest that this portion of the debate may
be expunged? This is a serious allegation
against the Government,

An Hon. Member: It means Gov-
emnment is approachable.

Mr. Chalrman: This is not the sub-
ject matter for discussion. I have already
asked the hon. Member not to indulge
in such allegations.

Shri M. S. Gurupadaswamy: I do not
want to pursue this matter further. I
have already said that it was a hearsay
and my friends need not feel upset very
much about it If it is wrong or false let
them say so; I will be satisfied.

Now by leaving a large sector of in-
surance still in the private hands, you
would encourage the same type of fraud
or misappropriation. The Finance Minis-
ter said certain bad things in respect of
life business. If they are true, they may
be true in a lesser degree in respect of
other insurance business.

Shri Asoka Mehta (Bhandara): In a
greater degree, = '

Shri M. S. Gurupadaswamy: | would
say that this partial nationalisation of life
business without nationalising the re-
maining field would render nationalisa-
tion meaningless and farcical. The Gov-
ernment might have been influenced
only by the consideration of money for
the Plan; life business gives a lot of
money—crores of rupees. Moreover, it
is less risky. Government can manage
life insurance in a comparatively easy
way. But to manage and run marine in-
surance, accident insurance, crop insu-
rance or cattle insurance and the like
is difficult. If Government wants to give
the benefits of insurance, by taking it in
its own hands, why confine it to life
business only? Why not take 1;}']:1 other
matters and other fields also. The risk
involved is of course great. In life insu-
rance, the risk is rather very little. For
instance in the case of marine insurance
the amount to be paid may be very high.
There is greater danger and so greater
risk. It seems Government does not
want to shoulder the greater risks and
responsibilities. That is why it is shirk-
ing and does not want to nationalise

er insurance business.

Even in regard to life insurance, we
have at present some instances of State-
managed or owned insurance. I know
how it is managed in my own State.

ere is the life insurance department
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managed by the Government. The man-
agement is not of a very high standard
which we could emulate. (Government
or State management there does not
compare very well even with some of
the private insurance companies.

Shri K. K. Basu (Diamond Har-
bour) : That is why Mysore is being
merged with Karnataka.

Shri M. S. Gurupadaswamy: That is
why I say this bureaucratisation or de-
partmental management may not be a
good substitute or proper remedy. Ins-
tead of departmental management and
control, insurance business should be
run and conducted by corporations. One
corporation does not solve the problem.
Our country is so vast and there are
thirty-six crores of people and our inten-
tion is to give insurance benefits to one
and all. If that ig our actual aim, it would
be very difficult for one corporation to
give those benefits to the public. My sug-
gestion therefore is that small companies
may be amalgamated with big companies
and for each such body, there should
be a separate board of directors.

Today, what is happening in the case
of air corporations? There are two cor-
porations. 1 was one of those who plead-
ed for only one corporation in the
beginning because I thought at that time
that by having one corporation for the
whole thing, it would be easy to exercise
control, and bring about economy and
%ood treatment to employees and so on.

ut now I have heard complaints that
even these two corporations are  big
enough. I suggest that we should take the
experience of other nations in this re-
gard. The small companies may be
amalgamated with the big and we may
have four or five corporations. If this
is done there will be sufficient competi-
tion among them. If there is only one
corporation, there will be no competi-
tive element left. Even in Government-
owned industry, there should be an
clement of competition. Otherwise there
will be no efficiency, no economy and no
healthy growth of business. There should
be about half a dozen corporations
competing with each other so that there
may be standard.

Shri Heda (Nizamabad):
the railways?

What about

Shri M. S. Gurupadaswamy: If you
want my views on railways, I would say
there should be three or four zones. I

“do not want the Railway Board itself
to manage such a colossal enterprise.
The entire railway should be split up
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into different zones and there should be
zonal management of railways instead
of central management,

Mr. Chairman: Let us be more re-
levant.

Shri M. S. Gurupadaswamy: [ was
diverted. I would suggest that we should
adopt that method and there should not
be gxtensive departmental control and
management,

Finally 1 would appeal to the Finance
Minister to consider whether it would
not be feasible to bring the entire in-
surance business under nationalisation. I
would also suggest to him that banking
cannot be divorced from insurance busi-
ness. Banking and insurance are - twor
wheels of the economic chariot. Both
of them should be taken under public
control and management. The expansion
of public sector should not -only cover
life insurance business but also banking
and otiher sectors of insurance.
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Mr. Chairman: Obviously, hon.

Member is likely to take some more
time. The House will now adjourn and
will re-assemble at § P. M.

4-30 pr.M.

The Lok Sabha then adjourned till five
of the Clock.

The Lok Sabha re-assembled at Five
of the Clock.

[MR. DePUTY-SPEAKER in the Chair]
GENERAL BUDGET, 1956-57

The Minister of Finance (Shri C. D.
Deshmukh): Sir, I rise to present the
statement of the cstimated receipts and
expenditure of the Government of India
for the year 1956-57.

I have had the privilege of presenting
so far five annual Budgets of the Central
Government, which reflected to a very
large extent the financial implementation
of the First Five Year Plan. There has
been considerable transfer of revenue
resources from the Central Government
to the States, both on the recommenda-
tion of the Finance Commission and as
statutory or discretionary grants. More-
over, loan assistance given by the Cen-
tral Government to the States towards
their capital expenditure has been prog-
ressively increasing. The Central Gov-
ernment has been enabled to do this by
the discriminating approval of Parlia-
ment to the Taxation measures put for-
ward by Government from year to year,
as also by the judicious augmentation
of our financial resources by the creation
of credit supplemented, and indeed faci-
litated, by the assistance so generously
and understandingly extended to us by
friendly foreign countries or bodies and
international nstitutions. In the context
of our Plans the Central Government's
budgets have thus come to possess a sig-
nificance far exceeding that suggested by
the respective constitutional spheres of
the Central Government and the States,

Thanks to the encouraging response
of the people of this country themselves,
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in addition to external assistance, the
First Five Year Plan will, by the end of
the current financial year, have been
fulfilled generally to a satisfactory ex-
tent. 1 shall not take up the time of the
House to recount the main features of
the results achieved, the more important
of which have already been referred to
in the President’s address. It is enough
to state broadly my view that by means
of the First Five Year Plan we have laid
sound foundations for a more massive
super-structure in building up the coun-
try’s economy. '

The present Budget relates to the first
year of the Second Five Year Plan
which will during this Session bc sub-
mitted to the Parliament for approval. A
draft outline of it has already been pub-
lished, and in dus course the House
will have an opportunity of discussing it
fully. At this stagg only a few general
observations by me are called for so
that the background to the Budget that
I am presenting may be understood.

The Plan envisages a total outlay of
Rs. 4,800 crores on development and
investment in the Public sector. It has
not been possible to satisfy all the pres-
sing demands from the Central Mi-
nistries and from the States. I can oniy
say that, considering all the cir-
cumstances, a Plan of Rs. 4,800
crores, with possibilities of unavoidable
marginal increases, and corresponding
financial resources not fully within
sight, is in my opinion (which is shared
by most of the leading economists of
the country) about the utmost that the
country can, with realism, adopt. It is
indeed a bold and ambitious Plan that
we shall be undertaking, requiring great
and sustained efforts, and it will be,
therefore, a matter of pride and Fraliﬁ-
cation if we can successfully implement
such a Plan within the Five Year period.
If some Central Ministries and States are
disappointed, I can only assure them
that the Planning Commission has tried
to equalise dissatisfactions at the mar-
gin.

A plan for a five year period has neces-
sarily to be flexible. It has to be adapted
from time to time to changing circum-
stances. There are uncertainties inherent
in any forecast or preview of the futurc
and it is unrealistic to claim any immu-
tability about allocations, targets and
the implicit assumptions in the plan. The
plan is to be regarded as a framework
or a map which indicates in which di-
rections development is to proceed, in
what measure and through what techni-
ques of resource mobilisation. Such a
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map may not be complete in all respects.
For some purposes even a five year
framework or map is not sufficient and
it may be necessary to think in terms
-of a longer perspective of, say 15 or 20
,rears. Each step forward in the deve-
opment of the economy brings into view
new horizons or at least throws up new
problems, and we have constantly to re-
«draw the map in the light of develop-
ments within the economy and to ad-
just the perspective in which we are pro-
Jecting our programmes.

A plan is not merely a programme
of expenditure to be incurred by Gov-
emment. It is a co-ordinated effort by
all sections of the commuynity to attain
«<ertain results through the use of de-
fined resources and by defined stages.
At each stage in the process there must
be a balance between demands and sup-
plies not only in the aggregate but also

y sectors. Real resources must move
in conformity with the plan, for, as is
well known, even a small bottleneck in
the availability of a vital raw material,
or of power or of transport, or of
foreign exchange, can have adverse re-
percussions upsetting the whole pro-
gramme. A great deal of work of a tech-
nical character will be continuously ne-
«cessary in order to ensure the co-ordina-
ted development and use of resources
as the plan proceeds. From this point
of view, no less than from the point of
view of the uncertainties I mentioned
«earlier, it is essential to view the plan as
a broad framework within which more
concrete and detailed plans for each
ygar may be worked out and implement-
ed.

The Second Five Year Plan is a bolder
step forward in the direction of develop-
ing the economy. It involves an increase
in the rate of investment from the pre-
sent level of about 7 per cent., of the
national income to something like 12
per cent. This ‘rder of effort is feasible
only if the necessary restraint in the
matter of consumption is forthcoming
on the part of all sections of the com-
munity, each according to its capacity.
With a rising national income keeping
ahead of the growth in population there
need be no question of a reduction in
the existing average living standard. This
has to rise. That is the very object of
planning. Nevertheless there is in the
short term a choice between an increase
in consumption and an increase in in-
vestment -which would bring in larger
returns in the future. To the extent that
a plan succeeds in drawing upon unuti-
lised resources, it makes possible a si-
multaneous increase in the production
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of investment goods as well as consump-
tion goods. It is not necessary, therefore,
in an under-developed economy to re-
gard an all round reduction in consump-
tion as a condition precedent to an in-
crease in investment, although it is pos-
sible that the current consumption stand-
ards of the more fortunate sections of
the Community will be unfavourably
affected. There is, all the same, need for
relative restraint, difficult as this is in a
country which starts with exceedingly
low levels of consumption. And fiscal
policy has to be geared to this ogjective.
Whatever the rise in money fhcomes,
the community's expenditure on con-
sumption must be limited to the level
which buys off currently available sup-
plies of consumer goods at more or less
constant prices.

I shall not at this stage review the
entire financial prospect in relation to
the Plan. 1 must, however, stress the
fact that a plan of the dimensions pro-
posed will require the utmost effort b
way of mobilising the resources needed.
The financial resources obtained from
abroad can only help within limits and
at the margins. This help is, undoubted-
ly, of great significance and value, and
it is most welcome. However, the bulk
of the effort has to come from within
the country. In this context a progressive
tax system, that is, a system which aug-
ments tax resources proportionately*or- -
more than proportionately to the in-
crease in national income has an import-
ant role to play. It is important also to
encourage and mobilise the savings of
the community with far morc inlensive
official and non-official efforts than have
hitherto been magde. As both these can
only be achicved progressively, the im-
plementation of the Plan has to be
phased with care.

A correct appraisal of current econo-
mic trends and situations is notoriously
difficult, but as far as such an appraisal
is feasible, we should, in my view, be
justified in believing that we are embark-
ing upon our Second Plan in a reason-
ably favourable economic climate. In
retrospect it seems clear that economic
conditions in the country changed for
the better in 1953 and 1954 and the
Indian economy achieved even greater
strength and vigour in the course of
1955. The decline in agricultural prices
which set in after August, 1953, was
halted by May, 1955, and over the re-
maining part of the year an upward
trend was registered. In most industries
Froduction reached significantly higher
evels, and, aided by favourable factors,
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the performance in regard to agricul-
tural production was satisfactory. The
rate of planned outlay was stepped up
considerably without apparently releas-
ing inflationary pressure. Aggregate de-
mand and supply tend to balance at a
higher level. The slack in the econo-
my which came into evidence after the
collupse of the Korean boom has vir-
tually disappeared. The First Plan has
thus strengthened the economy a great
deal and the stage is now set for more
rapid development.

In 1954-55 the overall index of agri-
cultural production reached 113.9, al-
most on level with the preceding year
when it had touched the record figure
of 114'1. The output of foodgrains dur-
ing the year amounted to 65'8 million
tons, which, though a little lower than
in the previous year, was yet in excess
of the Plan target by just over 4 mil-
lion tons. The easy supply position of
foodgrains enabled the Government to
remove the last remnant of controls on
the 18th March, 1955, when the inter-
zonal restrictions on movement of wheat
were removed.

The general crop prospects for 1955-
56 are considered to be satisfactory.
They would have been better still but
for the calamitous floods in the North
and the devastating cyclones in the
South that occurred during the year.

The production of commercial crops
showed further improvement in the cur-
rent year. Oilseeds output at 5'9 million
tons and raw cotton at 43 million bales
have exceeded their targets under the
First Five Year Plan by 4 lakh tons
and about 1 lakh balés respectively. The
production of sugar touched the re-
cord level of 15:9 lakh tons as com-
pared to 10-01 lakh tons in 1953-54,
while that of jute, which remained de-
pressed durinﬁ the last two years, has
shown a significant increase of about 12
lakh bales during the 1955-56 season
as compared to the last.

The upward trend in industrial pro-
duction has persisted through 1955, A
revised index of industrial production is
now available. The new series has
a larger coverage—88 items as
against 35 items in the old in-
terim index. According to this series the
index of indutrial production (1951-
100) for the first 10 months of 1955
works out at 125.7 as against 112.9 for
the whole of 1954, This represents an
increase of some 11 per cent. over the
preceding year. This increase in pro-
duction was shared by almost all the
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important  industries. The output of
finished steel at 1,26 million tons was
higher than the record of 1.243 million
tons achieved in 1954. The production
of mill cloth which stood at 5,087 mil-
lion yards in 1955 was 89 million yards
higher than the production of 1954 and
exceeded the target fixed under the
First Five Year Plan by 387 million
yards. The production of handloom cloth
has also increased considerably during the
year and at 1,450 million yards was the
highest since Independence. Cement pro-
duction during the year reached 4.§
million tons, again the highest since
1947. In jute, chemicals and paper too,
the performances were high. Consider-
able strides have also been made by the
engincering industry.

Special steps are being taken to plan
and execute large scale dévelopment of
the chemical industry in diverse fields.
Manufacture of paper and pulp from
bagasse is under investigation. An ex-
pert committee has vecently been appoint-
ed to go into the question of existing
capacity for the manufacture of differ-
ent types of machine tools and to recom-
mend measures required for the rapid
development of this basic industry. The
National Industrial Development Cor-
poration has in hand a number of pro-
i:.-cls including the establishment of
eavy foundries, forges and gear-cutting
and structural fabrication shops. These
will lay the foundations of the heavy
machine-making industries. The two
major producers of steel have under-
taken substantial expansion of their
capacity which will relieve the shortage
of steel during the Second Five Year
Plan. Licences have also been given
during the year to raise cement output
to 11.59 million tons in the next five
years,

Special measures werc taken during
the year for the promotion and deve-
lopment of small industries. A National
Small Industries Corporation has been
set up and four regional Small Indus-
tries Service Institutes opened. A num-
ber of schemes for the development of
various small industries in co-operation
with the State Governments have been
approved. Technical assistance to help
small industries in improving output has
been extended and special e?em are
being brought in from abroad to help
in this task. A scheme for setting up In-
dustrial Estates in various important cen-
tres in the country is under implemen-
tation. Financial assistance on a greatly
enhanced scale is also being given
through the State Governments. The
development of the Khadi and village
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industries and handicrafts continued to
receive systematic assistance from Gov-
ernment through grants and loans to
the respective Boards and State Gov-
ernments.

Industrial  enterprises in the Eublic
sector have also advanced to higher
levels of performance. The Sindri Ferti-
liser Factory has exceeded the planned
target by producing 3,22,000 tons of
ammonium sulphate during 1955. The
Hindustan Cable Factory which begun
production in Septembeér, 1954, has step-
ed up its output considerably and dur-
ing the current year is expected to ex-
ceed the target of production of 470
miles of cables per annum envisaged for
this factory. The Penicillin Factory star-
ted working in 1954 and has already
left far behind the planned target of
manufacture of 48 million mega units.
The Machine Tool Factory at Banga-
lore and the Integral Coach Factory at
Perambur have commenced production.

Government have decided to increase
the production capacity of the D.D.T.
factory in Delhi, which commenced
production only in 1955, to 1,400 tons
and also to set up a second factory in
Travancore-Cochin with a similar capa-
city. Among the more important new
projects that will be taken up durinlf the
coming year is the setting up of a Heavy
Electncal Equipment Factory in the pub-
lic sector for the manufacture of elec-
tric generators, transformers, switch
gears, turbines for river valley projects
and traction equipment for railways. The
House is aware of the creation durin
the year of the Ministry of Iron ang
Steel to deal exclusively with the setting
!.Il% of steel plants in the public sector.

¢ final project report for the first of
the three steel plants which it has been
decided to set up, viz., that at Rourkela,
has recently been approved and work at
site is progressing satisfactorily. Deci-
sion on the project report for the second
plant at Bhilai has been taken and here
too, a Project Division set up at the site
has been making fair progress. Arrange-
ments in regard to the third steel plant
at Durgapur are progressing satisfacto-
rily and meanwhile, a field office headed
I:g ‘an administrator. has been establish-

It is evident that the industrial base
of the economy is being broadened year
after year, and to this gro;ress the pri-
vate as well as the public sector
made a significant contribution.

4—12 Lok Sabha
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The downward trend in wholesale
prices which began in 1953 and gather-
ed momentum in 1954, was halted by
May 1955 when the wholesale price in-
dex reached a low of 342. Since then
the index has been rising continuously
and in December 1955 it reached 368.4,
more or less on par with the level in
December, 1954. The prices of food
articles advanced from 276-1 in May
to 3277 in December and of industrial
raw materials from 3964 to 438-3. On
the other hand, prices of manufactured
articles remained virtually unchanged
over the year. The fact that prices in
general did not record any net rise over
the year as a whole is significant in the
context of the considerable expansion
that has occurred in money supply with
the public which recorded a rise of
about 200 crores or 11 per cent. during
1955 as against a rise of about 120
crores in 1954,

The movement of wholesale prices is
reflected in the cost of living. The all-
India index of cost of living moved
down from 97 in December 1954 to 92
in May 1955, mainly due to a fall of
about 7 per cent. in the food index.
By October, 1955, the general index had
again moved up to 97. Later figures in-
dicate that cost of living indices have
moved utuin_ the last quarter of the
year, in ping with the general trend
of wholesale prices. The average level
for 1955 as a whole, however, 13 lower
than that for 1954.

Government took several measures to
arrest the downward trend of agricul-
tural prices which caused some anxiety
carly last year. Purchases of wheat and
coarse grains were made at selected cen-
tres and larger exports of several agri-
cultural commodities were rmitted.
These measures, together with the in-
creased tempo of development, arrested
the fall in prices, and an upward trend
is now in evidence. In order to prevent
an undue rise in prices as a precaution-
ary measure Government have been re-
leasing stocks of wheat for sale at selec-
ted centres. These price movements only
high-light the importance both of Gov-
emment keeping a continuous watch on
the price level and also holding at its
disposal sizeable stocks of fi grains
vn which it can operate. A little’counter-
vailing action in time may save more
extensive and varied measures later.

There is another aspect of the prob-
lem which may be mentioned in this
context. Experience has shown that mea-
sures for imparting relative stability to
agricultural prices cannot be fully effec-
tive without properly organised and
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integrated facilities for credit and mar-
keting. Accordingly, in the light of the
findings of the Rural Credit Survey
Committee, an integrated programme of
co-operative development covering all
important aspects of rural economic life,
viz,, credit marketing, processing, ware-
housing and storage has been formulat-
ed. The main features of this program-
me are the participation of the States
in the share capital of the co-operative
institutions at all levels, re-organisation
of the agricultural credit structure with
larger organised primary units and
strong Central and Apex Banks, orga-
nisation of marketing societies closely
linked with credit co-operatives, estab-
lishment of warehouses and provision of
better storage facilities to co-operatives
and the setting up of institutes or
schools for the training of co-operative
personnel. The Government and the
Reserve Bank have already implemented
a number of recommendations of the
Rural Credit Survey Committee in this
respect. Thus the Imperial Bank of In-
dia has already been converted into the
State Bank of India and the Reserve
Bank of India Act has been amended
80 as to enable them tu expand and aug-
ment credit facilities in rural areas.
Only with progressive implementation
of the Committee's recommendations
will the requisite institutional framework
for an effective application of policies
in relation to agriculture be established.

Notwithstanding the progress achieved
in different sectors of the economy, the
employment situation in the country re-
mains a matter of concern. Several ad hoc
employment surveys in different parts
of the country have been carried out,
but they cannot easily be used to assess
the overall situation or assist in formu-
lating policies and plans for meeting it.
The measure of unemployment and un-
der employment in an un-developed eco-
nomy presents difficult problems of de-
finition and procedure. The Central Sta-
tistical Organisation and the National
Sample Survey have been devoting some
attention to these problems, but it will
be some time before comparable and
comprehensive data on a continuing
basis beeome available. Meanwhile, from
the rather inadequate data furnished by
the employment figures, it would appear
that unemployment in the urban areas
is increasing. The number of persons on
the live registers at the various Employ-
ment Exchanges rose from 6.1 lakhs at
the beginning of the year to 6.92 lakhs
at the end, i.e, by about 13 per cent.
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This increase in registrations may how-
ever be due in part at any rate to greater
tendency or readiness to register, as in
part it is also due to some movement of
people from rural to urban areas. How-
ever that may be, the need for stepping
up the pace of development and for di-
versifying the economic structure of
the country is obvious.

Honourable Members will recall that
when we started the First Five Year

-Plan we anticipated a large deficit in our

over-all balance of payments. But it
bas not materialised to the extent we ori-
ginally feared. Due very largely to the
great increase in our food production,
which has resulted in a very substantial
reduction in our food imports, as well as
to the aid we have received from foreign
countries over thesc years, the total re-
duction in our sterling balances during
these five years has been about Rs. 150
crores only. Latterly, the improvement
in the domestic economy has made itself
felt somewhat in our external trade. The
country's balance of payments on cur-
rent account for the first nine months
of 1955 showed a surplus of Rs. 25
crores and the year as a whole may
show a surplus of about Rs. 35 crores
as compared with a deficit of Rs. 4
crores in the previous year.

The level of our sterling balances re-
flects the overall balance of payments.
At the beginning of the year 1955, these
stood at Rs. 731 crores and at the end
at Rs. 735 crores. That they have risen.
only by Rs. 4 crores as against the much
greater surpluses on current account is
due to a substantial deficit on capital
account. The House will recall that In-
dia repurchased her obligations from
the International Monetary Fund to the
extent of Rs. 22.2 crores in 1954. A
further sum of Rs. 19'3 crores was re-

rchased during 1955, reducing India's
iability to the Fund to about Rs. 6
crores only.

Our dollar position has also improv-
ed. During the first three quarters of
1955 there was a substantial surplus on
current account of Rs. 31 crores as
against Rs. 3 crores in the correspond-
ing period of 1954. As a result of the
improvement in the dollar balance of
payments, India made a net contribution
of $53 millions to the Central Reserve
in 1955 as compared with a net with-
drawal of $ 15 millions in 1954. During
the year further progress was inade to-
wards liberalisation of dollar imports.
This is in line with the policies follow-
ed generally by members of the Sterling
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area. Further reduction of the discrimi-
nation against dollar imports or liberali-
zation of dolar payments will obviously
depend on the overall position of -the
Central gold-dollar reserves.

The improvement in the payments
position was achieved at a higher level
of trade than in the preceding year. The
total value of imports during 1955 was
higher by Rs. 28 crores as compared
with 1954. Exports recorded an even
larger increase, the actual figure being
Rs, 41 crores. Of the items which have
contributed to the general increase in
exports, special mention may be made
of vegetable oils, jute manufactures, raw
cotton and shellac.

Despite the satisfactory payments
position at present, the projected in-
crease in the pace of development in
the country will necessarily put a heavy
sirain_on our payments position in fu-
ture. Government are taking active mea-
sures to promote exports. Export Pro-
motion Councils and Commodity Boards
have been set up, greater emphasis is
being laid on the value of standardisa-
tion and quality control and participa-
tion in internatiorfal fairs and exhibitions
is being increased. The institution of an
Export Credit Guarantee Scheme is un-
der consideration and a Committee has
recently been appointed to formulate
proposals in this regard. In spite of all
this, there is little doubt that, if the
Second Five Year Plan proceeds accord-
ing to schedule, not only shall we not
be able to achieve any surplus in our
external accounts but we are also likely
to be faced with fairly substantial de-
ficits. These deficits may be greater than
they otherwise would have been because
we have to contend with certain adverse
factors. Tea prices have fallen and ex-

rt trade in our other major items,
jute and cotton textiles, is becoming in-
creasingly competitive. We have, there-
fore to take urgent and effective steps
to modernise and rationalise these in-
dustries, so as to make them capable
of withstanding foreign competition.
Our import requirements on the other
band must necessarily continue to rise
as the tempo of our development pro-
gramme increases. It is in this context
that the importance of making all-out
efforts to encourage export industries
and otherwise to save or earn foreign
exchange becomes apparent.

During the year under review, we
have not taken any loan from the In-
ternational Bank for Reconstruction and
Development. India's net total borrow-
ings from the Bank during a period of
six years remain at about flzspz.hiuiom.
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of which $ 64 millions have actually
been drawn so far. However we expect
the Bank to play a still more significant
part in the financing-of the foreign capi-
tal requirements of the Second Five
Year Plan. In order to enable it to assess
our requirements and to determine what
projects in the Plan it could finance, we
have invited the Bank to send a Mission
to visit us and we expect that it will be
here shortly. Another development in
the foreign financial field is the estab-
lishment of the International Finance
Corporation which will start functioning
during the course of the next few months
and which, we as a member country
hope, will add to the flow of further
funds to this country.

_India continued to receive economic
assistance from friendly countries, main-
ly from the U.S.A, Canada, Australia
and New Zealand. The total amount of
foreign aid estimated to be utilised from
April 1951, to March, 1956, is of the
order of Rs. 200 crores, the total autho-
risation of funds so far being Rs. 300
crores. For the year 1955-56, a sum of
$ 50 millions has been authorised by the
U.S. Government as development assis-
tance to India, of which it has been
agreed that $ 37'5 millions or its rupee
equivalent will be a loan. The Govern-
ment of Canada provided during 1955-
56 an amount oi'g 13 milions, as usual,
and a special allocation of $ 7 millions
for the NRX Reactor for the Atomic
Research Station in Bombay. The Gov-
ernment of Australia have agreed to
provide an additional 1000 wagons and
some equipment for the All-India Radio
at a cost of approximately Australian
£ 1:8 million. Similarly, the Govern-
ment of New Zealand have intimated
that an additional amount of £ 400,000
would be available for being utilised on
dairy development schemes. Assistance
from the Ford Foundation for the pro-
jects undertaken in the previous years
was continued. Under the Colombo Plan
we are also providing assistance to some
of our . neighbour countries. In the
course of 1956-57, the value of external
assistance expected to be received by
India under the Colombo Plan, includin

assistance from the U.S.A. is expecte

to amount to Rs. 75 crores. While we
shall be spending apﬂmximately Rs. 1°5
crores on aid to other countries. We
shall also be receiving from the Govern-
ment of the USSR a credit equivalent of
about Rs. 10 crores during the dyesr.in
respect of the supply of plant an zﬁp-
ment for the Bhilai Steel Project. Such
assistance from outside, freely given and
received without inhibitions, plays a
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valuable role in our endeavours to de-
velop our economy, and I feel sure that
it is greatly appreciated by the vast ma-
jority of the people of this country.

The Government of India have con-
tinued, as in the past, to maintain their
close economic link with the Sterling
Area. India was represented at the Com-
monwealth Finance Ministers' Confer-
ence in Istanbul in September last when
common problems facing the Sterling
Area were discussed and the need for
the continuance of sound internal eco-
nomic policy was recognized. The Con-
ference also reviewed the difficulties
that had been facing sterling in the
recent past and determined on measures
to restore its position in the markets of
the world.

We have also continued to follow our
traditional policy of close co-operation
with our neighbouring countries in eco-
nomic matters. We participated in the
Asian-African Conference in Bandung
in April, 1955, where a number of reso-
lutions were passed dealing with econo-
mic matters designed to promote econo-
mic co-operation among the countries
in Asia and Africa. In accordance with
the resolutions of that Conference, we
have appointed a liaison officer to exa-
mine and pursue policies conforming to
these resolutions. We also agreed to
grant a loan of Rs. 20 crores to the
Government of Burma to help them tide
over certain temporary difficulties.

This review of the last year of the
First Five Year Plan shows how far the
country has progressed during the period
covered by it. at has been achieved
in the past few Eenrs gives reason for
hope that given the will and determina-
tion to put up with the necessary sacri-
fices, the further progress of the country
can be assured. The spell of stagnation
has been broken. Total national income
over the First Five Year Plan period
will have increased by some 18% as
against the 11% increase envisaged in
the Plan. The productive capaci of
the economy has been significantly en-
larged. And these results have been
achieved consistently with the mainten-
ance of economic and financial stability.
In the course of the First Plan, there
have been inflationary or defla-
tionary forces in evidence from
time to time, but on the eve ot
the Second Plan, the situation appears
to be more or less one of balance, with
slight pressures which, if not kept under
observation and check, might in the
context of the greatly increased rates
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of further expenditure contemplated
hereafter become inflationary.

I shall now deal with the revised esti-
mates for the current year and the
budget estimates for the coming year.

The House will remember that the
Budget for the current year placed the
revenue at Rs. 481-58 crores and expen-
diture at Rs. 498-93 crores, leaving a
deficit on revenue account of Rs. 17-35
crores, On the basis of the latest avail-
able information, I now expect that the
year willxclose with a surplus of Rs. 12-31
crores. This improvement is due
to a rise in revenue of Rs. 29:09 crores
and a shortfall in expenditure of Rs. 9'57
crores.

The revenue from Customs is now
taken at Rs. 165 crores which is almost
the same as the budget figure of
Rs. 164:5 crores. During the year a

‘number of export duties were abolished

or reduced in the interest of our export
trade. Thus the duties on jute manufac-
tures, black pepper, coffee, and iron and
steel manufactures were abolished while
the duties on oils and ¢il cakes, raw cot-
ton etc., were reduced. The average rate
of the export duty on tea was also less
than the rate of As. 10 per pound as-
sumed in the budget. The net result has
been a reduction of Rs. 11 crores in the
revenue from export duties. This reduc-
tion however has been offset by an equal
improvement in the import duties on va-
rious items, such as motor spirit, machi-
nery and iron and steel. Union Excise
duties are now estimated to yield Rs. 140
crores against Rs. 132-27 crores taken in
the budget. Of the improvement of
about Rs. 8 crores, petrol and kerosene
oil account for Rs. 1 crore, cloth Rs. 2
crores, sugar Rs. 1'75 crores, and the
new excise duties introduced in the last
budget Rs. 2 crores. For revenue from
Income Tax, the budget figure of Ras.
1737 crores has been repeated. The
Estate Duty collections are now estima-
ted at Rs. 2 crores only against the
budget estimate of Rs. 3 crores, but this
tevenue accrues almost entirely to the
States and the reduction does not affect
the Central Budget. The revenue from
Posts & Telegraphs is expected to in-
crease from the budget estimate of
Rs. 70 lakhs to Rs. 2:27 crores as a
result of better traffic; the share of
States in Income Tax is now placed at
Rs. 55-16 crores against the budget
figure of Rs. 56:97 crores; there is a
formal increase of Rs. 11:2 crores on
account of sale proceeds of evacuee
property which is offset by a correspon-
ding transfer to the compensation pool
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on the expenditure side; and other
heads show a fall of Rs. 2-64 crores re-
presenting largely a throw forward to
the next year of a part of the profits
from the sale of sugar imported on
Government account.

The expenditure this year is now
estimated at Rs. 489°36 crores of which
Civil expenditure will amount to Rs.
304'29 crores and expenditure on De-
fence Services to Rs. 185°07 crores.

In Civil expenditure there is a savin,
of Rs. 3'16 crores, excluding the self-
balancing item of Rs. 112 crores which
1 have mentioned earlier. This is the net
result of a number of variations, of
which 1 need mention only the major
ones. Assistance to States towards relief
and repair of damage caused by natural
«calamities  is expected to increase b
Rs. 4 crores to Rs. 7 crores as a result
of serious floods in certain parts of the

country. The expenditure on displaced’

persons has increased by about Rs. 3
crores over the budget figure of
Rs. 1037 crores. On the other hand,
expenditure under Education shows a
shortfall of Rs. 3 crores due to slower
progress of schemes, particularly the
Centrally assisted State schemes and
there are similar savings of Rs. 1 crore
«¢ach in grants to the Central Social Wel-
fare Board and for village and small-
scale industries. Interest charges are ex-
pected to be less by Rs. 1'4 crores and

there is a similar decrease under Civil
Works.

Under Defence Services the revised
estimates show a net decrease of
Rs, 17°61 crores. This is mainly because
expenditure on stores was less than was
anticipated owing to difficulties in pro-
curing supplies.

For the coming year, 1 estimate the
tevenue, on the basis of existing taxa-
tion, at Rs. 4936 crores and the expen-
diture at Rs. 545-43 crores leaving a de-
ficit of Rs. 51:83 crores on revenue ac-
count.

The revenue from Customs next year
has been placed at Rs. 150 crores against
the current year's revised estimates of
Rs. 165 crores. The drop of Rs. 15
crores is due, firstly, to the full year's
effect of the abolition of export duties
made this year; secondly, to the cessa-
tion of imports of sugar and, thirdly, to
a similar reduction in the imports of
motor spirit as a result of increase in
indigenous production. The yield from
Union Excise duties is taken at
Rs. 145-45 crores as compared with the
current Year's revised estimates of
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Rs. 140-00 crores, the increase being
largely due to an improvement of Rs. 4
crores. in motor spirit and of Rs. 1'2
crores in tobacco. Under Income Tax,
the revenue next year is placed at
Rs. 180 crores, an increase of Rs. 6-3
crores over the current year’s revised
estimates. The revenue from Posts &
Telegraphs is estimated at Rs. 65 lakhs
only against Rs. 2-27 crores this year.
The dividend payable by Railways next
year is estimated at Rs. 39:66 crores,
an increase of Rs, 3.5 crores over
the current year's revised estimate. Of
this amount Rs. 33:09 crores will re-
present the interest element taken in
reduction of the interest payments on the
expenditure side and lﬁe balance as
contribution to revenue. The estimate
of Estate Duty collections next year is
Rs. 25 crores, most of which will ac-
crue to the States. Sale proceeds of
evacuee property will drop by Rs. 6:2
crores, but this, as explained earlier, will
have no effect on the revenue budget.
The only other item which needs men-
tion is the share of Income Tax payable
to States which will amount to Rs. §3:35
crores, the reduction being due to ad-
crores the reduction being due to ad-
justments of over-payments made in the
previous year.

1 am budgeting for a total expendi-
ture of Rs. 545:43 crores during the
next year of which Rs. 203:97 crores
will be on Defence Services and
Rs. 341:46 crores under Civil heads.

The estimates of Defence Services
show an increase of Rs. 18:90 crores
over the revised estimates of the current
year. The increase is mainly due to the
normal expansion of the Navy, and Air
Force. The Army budget also shows an
increase, due to the carry-over to the
next year of demands of stores which
have not materialised during the current
year. Some increase is also expected in
the manufacture in India of stores re-
quired for the Services.

Civil expenditure next year shows an
increase of Rs. 43-37 crores, exclusive
of the self-balancing item in respect of
evacuee property mentioned earlier. The
bulk of the increase is on account of
the rising tempo of development expen-
diture. I need not weary the House by
giving a detailed account of all the in-
dividual variations. As usual, full parti-
culars are given in the Explanatory
Memorandum and I shall mention here
only the more important items.

The total expenditure on nation-build-
ing and development services under
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Civil Administration, excluding Rs. 36
crores transferred from other ‘heads,
amounts to about Rs. 92 crores as com-
pared with Rs. 69 crores during the
current year. Provision for Education
increases by Rs. 6'4 crores to Rs, 21°6
crores which includes Rs. 10-4 crores
for grants to States for basic, social and
secondary education, Rs. 3'5 crores for
University Grants Commission, and Rs.
1-5 crores for scholarships to students
of scheduled castes, scheduled tribes
and other backward classes. For expen-
diture on Medical and Public Health an
additional sum of Rs. 4 crores has been
provided; Agricultural and allied servi-
ces will cost Rs. 4 crores more, and,
similarly, development of village and
small-scale industries Rs. 1:3 crores
more. Provision for scientific research
}ms beerli inc&‘cased byl Rs. 2 crores ags
or coal and mineral prospecting

about Rs. 1 crore. For development of
Khadi and handloom industries a total
provision of Rs. 61 crores has been
made in the revenue budget but this
will be met from the fund created out
of the special cess on mill-made cloth.

In addition to the increase of Rs, 23
crores 1 have just mentioned, the pro-
vision for Community Development and
National Extension Service has been
raised by Rs. 1'4 crores to Rs. 129
crores; and that for the welfare of sche-
duled tribes, scheduled castes and back-
ward classes by Rs. 3:'4 crores to
Rs. 10°2 crores. The grant to the Cen-
tral Social Welfare Board and expendi-
ture on Social and Moral Hygiene will
cost Rs. 1'6 crores more. Other in-
creases are Rs. 50 lakhs for grants to
States for Primary Education under the
Finance Commission's Award and
Rs. 1'8 crores for expenditure on
Forest Development.

Of the rest of the increase in Civil
expenditure, a sum of Rs. 2-7 crores re-
presents additional expenditure on dis-
placed persons due largely to the con-
tinued influx from East Bengal, and
Rs. 1:4 crores on Elections, the balance
being the net result of variations under
other items.

The current year's budget provided
for a capital expenditure of Rs. 2233
crores. This was inclusive of Rs. 29
crores for State Trading schemes, most-
ly in regard to foodgrains. These sche-
mes are now estimated to yield a net
credit of Rs. 11 crores owing largely
to reduced imports of wheat and sugar.
Capital outlay in respect of Railways
is now expected to Rs. 72 crores
against the budget figure of Rs. 66

29 FEBRUARY 1936

General Budget 1956-57 1192

crores, but this increase has been more
than offset by a shortfall in expenditure
under a number of other heads. Thus
cash compensation to displaced persons
shows a saving of Rs. 6 crores in the
budget provision of Rs. 15 crores. The
revised estimates of capital outlay for
the current year now stand at Rs. 170
crores.

For the next year, capital expenditure
is estimated at Rs. 3167 crores includ-
ing Rs. 95 crores for Government
Trading schemes, mostly for our nor-
mal purchases for the Central Reserve
of foodgrains.

Provision for the capital outlay of
Railways amounts to Rs. 113 crores
against Rs. 72 crores in the current year.
Provision for the three steel plants at
Rourkela, Bhilai and Durgapur amounts
to Rs. 44 crores. A provision of Rs. §
crores has been made for investment in
the Life Insurance Corporation which
is being set up following the decision to
nationalise life insurance. Cash compen-
sation to displaced persons is estimated
at Rs. 20 crores. There is also an in-
crease of Rs. 6 crores on the capital
outlay on Defence next year.

In addition to the provision for capi-
fal outlay, the estimates include, against
the original Budget provision of Rs. 355
crores for the current year, a revised
figure of Rs. 327 crores this year for
loans to State Governments and others,
mostly for the execution of projects in
the Plan. The provision made for the
next year on this account is Rs. 386
crores. Honourable members will find
the broad details of these loans in the
Explanatory Memorandum.

With the large and growing outlay in
the context of the Plan, both on reve-
nue and on capital account, the question
of scn:urir‘lf the maximum possible eco-
nomy and avoiding wastage owing to
delays and inefficiency assumes added
importance. Honourable Members have
naturally becn taking keen interest in
this question and the Taxation Enquiry
Commission had also stressed the need
for a thoroug; and careful enquiry,
both in the Central Government and
in the States, into the whole question
of public expenditure. As I have ex-

lained on various occasions we are

eeping a continuous watch over the
growth of expenditure and securing eco-
nomy, wherever possible, as part of our
day to day control over expenditure.
We have an Economy Unit set up
under the Home and Finance Ministries
continuously re-assessing the staff re-
quirements of various Central Ministries
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and an Organisation and Methods Divi-
sion in the Cabinet Secretariat engaged
on a continuous review of organisation
and methods of work in the various
Central Offices, so that wastes resulting
from uneconomic methods are avoided.
We have also the assistance of the Esti-
mates Committee in the pursuit of eco-
nomy. Any net reduction in the admi-
nistrative expenditure in the Centre or
in the States can hardly be expected
during the course of implementation of
the Second Five Year Plan. Neverthe-
less, this very tempo of rising expendi-
ture during the next five years would
open up many possibilities of extravag-
ance and waste and it is necessa to
keep a still closer watch over such ex-
penditure to ensure that the tax-payer
gets the maximum benefit out of the
planned outlay. We have been in con-
sultation with the Planning Commission
and have come to the conclusion that
the best way of dealing with this mat-
ter would be to set up a special high-

wered committee of Ministers and the

eputy Chairman of the Planning Com-
mission at the Centre to organize a
thorough investigation, including inspec-
tion in the field, of the important pro-
*jects in hand both at the Centre and in
the States (with the approval of the
National Development Council), through
specially selected teams. These teams
will be composed of officials as well as
non-officials specially selected for each
group of related investigations and may

e assisted by outside experts. As the
results of each investigation are received,
the High-powered Committee at the Cen-
tre will examine them with a view to
formulating proposals for effecting eco-
nomy to be implemented by Central Mi-
nistries or in the States, as the case ma
be. The orders of the Cabinet or guid-
ance from the National Development
Council will be obtained wherever thia
is considered necessary. Such proposals
may conceivably include the setting up
of economy units for different catego-
ries of projects, preferably in the Plan-
ning Commission.

This brings me to the somewhat re-
lated question of the resources of the
States for financing the Plan. It is of
great importance that the revenue

udgets of the States, as, indeed of the
Centre, should be balanced. While it is
reasonable to borrow for investment out-
lay and for a time even some measure
of deficit financing may be necessary
for financing such outlay, ordinary pru-
dence demands that current expenditure
should be met by taxation. Capital ex-
penditure has also to be phased so that
it corresponds to the results of special
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efforts to increase resources for deve-
lopment. The States have been advised
to bear these considerations in mind in
framing their budget estimates for 1956~
57. Some measure of relief to the reve-
nue budget of most of the States may
result from a re-classification of expen-
diturc between revenue and capital. This
question was examined carefully by us
in consuitation with the Comptroller and
Auditor-General and, with a view both
to uniformity and also because of the
large and abnormal expenditure necessi-
tated by the Plan, we have suggested
to the States that certain items of ex-
penditure might appropriately be trans-
ferred from revenue to capital, as for
example, expenditure on permanent as-
sets of a concrete nature costing
Rs. 20,000 and over. The Centre has
also been able to make grants to the
States over and above the transfer of re-
sources which it had to make as a re-
sult of the last Finance Commission's
Award, but the Centre's ability to make
such grants is conditioned by its own re-
venue ition. In any case, the alloca-
tion of revenue resources between the
Centre and the States is a matter for
the Finance Commission for which the
Constitution specifically provides. For
the year 1956-57, Central assistance
towards the schemes falling on the re-
venue budgets of the States is being con-
tinued on the current pattern, al

part of this assistance will necessanly
have to be reallocated among the re-or-
ganised units which will come into exis-
tence later in the year as a result of
the decisions on the recommendations
of the States Reorganisation Commis-
sion. The year 1956-57 will be the last
of the quinquennium covered by the
Award of the first Finance Commission.
How far the Centre can continue or in-
crease the present scale of assistance to
the States will depend on the
Award of the next Finance Com-
mission. The President bhas ap-
proved the appointment of Shri K.
Santhanam as the Chairman of the next
Finance Commission., Other members of
the Commission will be appointed short-
ly and the Commission is expected
to start its work in the near
future. The Commission will have
to consider the finances of the re-
organised States and its recommenda-
tions will normally take effect from the
year 1957-58. In addition to its normal
duty to make recommendations about
the distribution of Central taxes and of
Central grants, it is proposed to seek
its advice on a few other important
subjects, The first of these, as was indi-
cated in the last Budget Speech, is the
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distribution of iroceeds of Estate Duty
in respect of which we are, at present,
tentatively following the last inance
Commission's formula about income-tax.
Another subject is the terms which can
appropriately be fixed for different kinds
of loans to the States. A large number
of loans are being and will continue to
be sanctioned to the States for financing
their Plan. The terms of each loan have
so far been fixed ad hoc and it is possi-
ble that, in some cases, they have prov-
ed onerous. An independent body which
will go into the question of the finances
of State Governments would be able
to make a proper assessment of the bur-
den of these loans on the States and
also to advise upon their appropriate-
ness. Whatever relief these adjustments
and the Finance Commission may bring
to them, it is clear that the States have
to raise additional revenue to cover the
growing recurrent liabilities which the
present and the next Plans will involve
on their revenue budgets. In this they
may have to go beyond the lines recom-
mended by the Taxation Enquiry Com-
mission which was visualising a much
smaller Second Five Year Plan.

The current year's budget provided for
an overall deficit of Rs. 327 crores to
be met by expansion of treasury bills.
On the basis of the revised estimates, the
overall deficit is now expected at Rs, 222
crores, As the opening balance of the
year was about Rs. 18 crores less than
the minimum of Rs. SO crores the ex-
pansion of treasury bills will amount to
about Rs. 240 crores.

Unlike the previous year when a com-
bined loan was floated to cover the re-
quirements of both the Central Govern-
ment and the State Governments, this

ear the normal procedure of separate
oans by the Centre and the States was
followed. The Central Government float-
ed a 10-year loan, the 34% National
Plan Bonds—Second Series. This loan
which was for Rs. 100 crores was fully
subscribed, the amount accepted being
Rs. 103-7 crores. Small Savings have
shown substantial improvement, the col-
lections now expected being Rs. 65
crores against Rs. 52 crores in the
budget. While the response so far has
been encouraging, the task set for the
next Plan is much bigger. As hon,
Members will have seen from the Draft
Outline of the Plan, Small Savings are
expected to yield Rs. 500 crores during
the next Plan, which is more than double
the target for the current Plan. Govern-
ment have becn taking various steps to
intensify the Small Savings movement.
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In the rurul areas, the agency of Pan-
chayats, Union Board Presidents and
Village Teachers is being utilised. The
Women's Savings campaign under the
Central Advisory Committee has been
maintaining its progress and over 150
voluntary social and women's organisa-
tions have been appointed as agents for
the sale of Certificates. The State Gov-
ernments are co-operating in the move-
ment and some of them have created
special offices to intensify the small sav-
ings drives in co-operation and co-ordi-
nation with the National Savings Orga-
nisation. Advisory Committees are being
formed, both at the State and the district
level, to assist the movement and a sys-
tem of Savings Groups is proposed to
be introduced in all offices and organi-
sations. The higher target for the next
Plan can only be achieved, however, if
there is full and whole-hearted co-ope-
ration on the part of every citizen of
the country. This is a task of vital na-
tional interest about which there can be
no two opinions and I hope that the
fullest co-operation will be forthcoming
freely from all. I, therefore, renew once
again my appeal for greater effort on
the part of every one to save and invest
in Small Savings and thus contribute.
towards the successful implementation
of the Plan,

The improvement in the Ways and
Means position this year is due largely
to the surplus in the revenue account
and the savings in the capital expendi-
ture and loans o State Governments
and others which I have mentioned ear-
lier. Foreign aid this year is now ex-
pected to amount to about Rs. 56 crores
against Rs. 74 crores in the budget,
but this has been more than offset by
improvement in other heads. Two loans
which fell due for repayment this year
were duly repaid, the amount involved
being Rs. 69 crores.

The overall deficit next year is esti-
mated at about Rs. 390 crores. This
follows the larger provision for develop-
ment expenditure in the revenue and
capital budgets. Credit has been taken for
a new loan of Rs. 100 crores next year.
Small Savings next year may amount to
Rs. 70 crores and foreign aid Rs. 85
crores. There is no loan maturity next
year. Allowing for other miscellaneous
transactions under Debt and Remittance
heads, it will be necessary, on these esti-
mates to expand treasury bills by
Rs. 390 crores to cover the overall deficit.

I might summarise the Ways and
Means position for the coming year.
Government need Rs. 52 crores for
meeting the revenue deficit and Rs. 703
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crores for financing the capital outlay
and loan requirements of State Govern-
ments and others. Against this, they
hope to raise Rs. 100 crores from the
market loan and Rs. 70 crores from
small  savings. Foreig: aid expected
next year amounts to Rs. 85 crores and
other miscellaneous Debt and Remittance
transactions may bring in Rs. 110 crores.
This will leave a gap of about Rs. 390
crores in the available resources to bal-
ance the budget.

1 now turn to the budget proposals
for the coming year.

The position for the coming year is
briefly that the deficit on revenue ac-
count is estimated at Rs. 51°83 crores
and the overall deficit at Rs. 390 crores.
The immediate question is how much of
this deficit should be covered by addi-
tional taxation.

1 referred earlier to the question of
re-classification of expenditure between
revenue and capital. At the Centre, Hon-
ourable Members will recall, we are al-
ready taking to capital temporarily a
number bf grants to States and there is
not much scope for further transfers
from revenue to capital without strain-
ing unduly the rules of classification. I
be?ieve also that, with the administra-
tive machinery both at the Centre and
in the States getting increasingly geared
to the execution o? the Plan, shortfalls
in expenditure of the order which have
occurred in recent Yyears will tend to
diminish, The estimates for the comin
year have been framed with as m
care as possible; in particular, substan-
tial reductions have been made under
heads which have shown persistent sav-
ings and the provision for grants to
States for various development schemes
has been based on a proper assessment
of the ability of the States to find their
share of the resources required to fin-
ance those schemes. Although, therefore,
it is not possible to say categorically that
the shortfalls will be entirely eliminated,
or that there will be no variations in esti-
mates of revenue, the margin of fluc-
tuations is likely to be narrower than
in the past. Indeed, it may be said that
the cuts that have been made in some
of the demands for next year may prove
to be too fine. I cannot but stress again,
the principle that current expenditure
should, as far as possible, be met from
current taxation. It is, therefore, neces-
sary to cover the gap on revenue ace
count in the coming year, if not wholly,
at least substantially. My proposals for
additional taxation are related to this ob-
jective.
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I shall first deal with the changes I
propose to make in Customs Duties,

In regard to import duties, a number
of minor changes are being made and
I need only mention a few of them. The
duty on liquid gold for glass making is
being raised from its present level of
31% per cent. to 624 per cent. The
duty on flash-lights and flash light cases
is being raised from 394 per cent. to 50
per cent. These changes will help the
indigenous  industries in these goods.
Certain changes are also being made in
the items in the Import Tarift affecting
mineral oils, mainly with a view to ra-
tionalising the existing headings . The
existing item in ‘the Tmport Tariff relat-
ing to spectacle frames and parts thereof
is being amended so as to include com-

lete spectacles within that item because
rames were imported with just pieces
of glass. The net effect of the changes
proposed will be an addition to revenue
of about Rs. 1 crore.

As refards export duties, the only
change I propose to make is by way of
affording relief to the Tea Industry. The
House will recall that a slab system of
export duty on tea was introduced last
year. It is too early to say how that sys-
tem has worked. In the meantime, how-
ever, our exports of tea have suffered a
setback during 1955 as a result of a num-
ber of factors, including a comparatively
high production and keen foreign com-
petition. In order to afford some relief
to the Industry and to step up our ex-
ports of medium teas, I propose that the
existing duty for the slab relating to the
E:ice range of Rs, 3-4 to Rs. 4 per Ib.

reduced by two annas per Ib, that
is, from eight annas per Ib., which is
the present rate, to six annas per Ib,
The effect of this will be that all teas
ranging in price from Rs. 2-8 to Rs, 4
per 1b. will bear a uniform duty of six
annas per Ib. The change is being Eieven
effect to by a notification, which is being
issued immediately. On the basis of the
present scale of exports, the loss of reve-
nue involved is expected to be about
Rs. 1 crore.

Turning to Excises, I shall first deal
with changes in the existin'i duties. My
main proposal is to raise the duties on
all categories of Cotton Fabrics by 6 pies
per 8q. yd., except on Dhoties and
Saries of the coarse category, the duty
on which would remain unchanged. The
Taxation Enquiry Commission had re-
commended enhancement of the excise
duties on all varieties of Cotton Fabrics
and I had accordingly proposed in last
year's Finance Bill an increase in the
duties on medium and coarse Cotton
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Fabrics from 6 pies per sq. yd. to one
anna per sq. yd. It was, however, then
represented that prices of agricultural
commodities had been falling for some
time, and the purchasing power of the
rural population was low. The offtake
from the mills had also declined at the
time and the mills were carrying large
unsold stocks. The proposals were ac-
cordingly withdrawn. onditions have
since noticeably improved. Although
mill production of Cotton Fabrics has
reached a level higher than ever before,
the offtake from the Mills has steadily
risen. In the context of an expanding
demand for cloth, this position 1s likely
to improve still further, The prices of
agricultural commodities have also risen.
After the most careful weighing up of
all relevant factors, I have conie to the
conclusion that an increase in the Ex-
cise Duty on medium and coarse cot-
ton cloth is fully justified. The yield ex-
ﬁected from the proposed increase is
s. 14% crores,

I also propose to make minor changes
in the existing duties in respect of Soap,
Strawboard and Art Silk Fabrics.

The duty on Soap is at present con-
fined to soap produced with the aid of
power. Since this duty was first imposed
year before last, surveys conducted have
shown that the non-power operated
units are producing substantial quanti-
ties of soap. Some of the larger units
amongst these are offering appreciable
competition to the smaller power opera-
ted units. I have accordingly proposed
new excise duties for non-power operat-
ed units at somewhat lower rates than
the existing rates for power operated
units. In the matter of exemptions to
the small-scale units also, it is pro
to put the non-power operated units in
a slightly better position than the power
operated units.

Strawboard at present enjoys an ex=
emption from excise duty. Enquiries
have shown that this exemption is hardly
justified. Strawboard and cheap Mill-
oard compete with each other. A subs-
tantial proportion of Strawboard is ac-
tually produced by well organised units
which hardly need any special protec-
tion. I accordingly propose to tax Straw-
board at the same rate as that at pre-
sent applicable to millboard, namely, 6
pies per lb. As a measure of relief to
the small producer, I also propose to
give, by executive notification, an ex-
emption for the first 500 tons of Straw-
board and the cheaper varieties of Mill-
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board cleared by any manufacturer dur-
ing the financial year.

In regard to Art Silk Fabrics, it has
been found that the exemption given to
units employing not more than 24 looms
has placed them in a position consider-
ably more favourable than the small
units in the sister industries producing
cotton or woollen textiles. This has fur-
ther enabled them to offer unfair compe-
tition to the taxed sector of the Industry,
I have, therefore, proposed the abolition
of this exemption in its present form.
It is being replaced by an executive noti-
fication, in a modified form, exempting
the production of the first 9 looms by
any manufacturer,

The total revenue effect of these small
changes is an increase of Rs. 50 lakhs.

For new excise duties, I propose only
two items, namely, Vegetable Non-es-
sential Qils, and all kinds of Diesel Qil,
Vaporising Oil and Furnace OQil.

Vegetable non-essential oils figure in
the ligs'f= of commodities recommended
by the Taxation Enquiry Commission -
for an excise duty, and 1 propoke a du
of half an anna per pound on all suc
oils. This duty will levied only on
factories operated by power. Even among
these, it is proposed to grant exemption
by notification for the first 125 tons per
year cleared for home consumption from
any factory. This will ensure that all
ghanies and other small units are ex-
empted from the duty. The yield ex-
pected is Rs. 5% crores.

Production of diesel oil and other fuel
oils at the new Refineries at Bombay
is soon expected to outstrip the internal
requirements for such oils. The import
duty on these oils should, therefore, be
replaced by an excise duty. The excise
duties I propose are 4 annas crer gallon
on High Speed Diesel Qil and Vaporis-
ing Oil used primarily in driving heavy
motor vehicles, and Rs. 30 per ton and
Rs. 15 per ton, respectively, on other
Diesel Oils and Furnace Qils. These new
duties are expected to yield Rs. 4%
crores.

Countervailing Customs Duties  will
be imposed wherever necessary.

The net additional revenue from the
changes in Excise Duties will amount to-
Rs. 25 crores.

I now come to Income Tax. The only

" change I propose in personal taxation is

a slight adjustment upwards of the
super-tax payable on incomes above
Rs. 70,000. With this adjustment, the
rate of tax on the highest slab of in-
come that is above Rs. 1,50,000 will be
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919 per cent. against the present figure
of 88+6 per cent. The extra revenue on
this account will be about Rs, 1 crore.

In this connection, I may mention
that the Taxation Enquiry Commission
had recommended that the tax on the
highest slab of income shouid not be
more than about- 86 per cent. They
had, however, recommended that, in
addition to this rate of tax, there should
be a surcharge cum compulsory deposit
at a graduated rate on incomes above
Rs. 25,000—the maximum being 5:6
per cent, as surcharge, and the same
amount as deposit. Their scheme envi-
saged, however, that against the sur-
charge a long-term loan, say, for 45
years, might be given at a nominal rate
of interest under certain conditions and
that the deposit should be repayable with
interest after 45 years. The net addition-
al amount that the tax-payer would have
to pay in any year is thus represented
by only one of these. Considered purely
as a tax burden, the effect of the Com-
mission’s recommendation, is this a tax
of 86 plus 5:6 per cent., that is to say,
about 92 per cent.,, on the highest slab
of income. This will also be the posi-
tion under my proposals in respect of
these incomes,

I propose also to introduce a tax on
Registered Firms. The Income Tax Act
recognises two kinds of Partnership
Firms; those which are registered, that
is, for the purpose of Income Tax, and
those which are not registered. In the
case of the former, no tax is imposed
on the firm as such but its profits are
taxed in the hands of the partners ac-
cording to their respective shares and at
rates applicable to them individually. In
the case of the latter, that is, the unre-
ﬁistercd firms, the tax is imposed on the

rm as such at rates applicable to per-
sonal incomes. The registered partner-
ships, therefore, enjoy an advantage over
the unregistered partnerships, and they
do not also pay any Corporation Tax
which is payable by Companies. I think
there is adequate justification for im-
posing a small tax on the registered
firms as such. I propose that the rate of
such tax should be nine pies per rupee
up to Rs. 75,000, one anna up to
Rs. 1,50,000 and one anna six pies for
incomes above this figure. The part-
ners of the firm will get abatement on
their proportionate shares of this tax for
the purpose of income-tax, but not for
super-tax. In order that small partner-
ships may not be affected by this, I
propose to exempt incomes up to
Rs. 40,000. In other words, registered
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firms whose income is Rs. 40,000 or less
will not be required to pay this new tax,
The extra revenue from this tax is ex-
pected to be Rs. 1 cruore.

The other field of direct taxation is
the taxes on corporations. About half of
our direct taxes comes from this source
and there has been no change -in Com-
Fany taxation during the last five years. .
n view of the larﬁe development eern-
diture that has taken place in the First
Plan Period and the even larger expen-
diture contemplated in the next Plan, [
think there is adequate justification for
putting a small extra burden on Com-
panies. I propose, therefore, to effect
three changes. First, the rebate of one
anna of income-tax at present given to
non-Section 23-A Companies in respect
of undistributed profits will be with-
drawn. Second, while the rates of super-
tax payable by Indian companies will
remain unchanged, there will be levi-
ed, in addition, a super-tax at a graduat-
ed rate on the dividends declared by
them above a certain limit, namely, 6
per cent. This rate I propose to be 2
annas in the rupee on the amount dis-
tributed in excess of 6 per cent., but u
to 10 per cent. of the paid-up capital.
On distributions above 10 per cent. of
such capital, the extra super-tax will be
3 annas in the rupee. Third, there will
be a tax of two annas on bonus issues.
I have taken due notice of the recom-
mendation of the Taxation Enquiry
Commission that there should not be
any tax on bonus shares. I consider,
however, that there is adequate justifi-
cation for imposing such a tax and, in
any case, such tax is an integral part of
the scheme I have proposed.

Incidentally, I am also taking this
opportunity of completing the process
which we started in 1953 of equating
the tax payable by a foreign company
operating through a branch and that
payable by another company operating
through a subsidiary Indian company
which remits the whole of its profits as
dividends to the foreign parent company.
The net effect is that the tax payable by
a foreign company operating through &
branch will go up from 53 per cent. to
62 per cent.

Another change I propose is an in-
crease in the penal super-tax annhle by
a Section 23-A company which deals
wholly or mainly in investments. I pro-
pose to raise it from the present figure:
of four annas in the rupee to eight annas
in the rupee on the amount of undistri-
buted profits. The rate applicable to
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other Section 23-A companies will re-
main unchanged.

The net effect of all these changes in
corporate taxation will be an increase
in revenue of about Rs. 8 crores. I also
hope that the scheme proposed will
have some anti-inflationary effect.

In addition to these, the Finance Bill
contains several other proposals some
of which give relief to the tax-payers
and some others which are intended to
plug loopholes. In general, they are in
implementation of some of the recom-
mendations of the Taxation Enquiry
‘Commission. 1 do not propose to weary
the House with the details of these
amendments and for the convenience of
the Members I have appended to the
Budget papers a Memorandum explain-
ing in detail the provisions of the Bill.

At this stage, 1 should like to refer to
only one of these amendments. The
House will remember that, shortly after
Section 5 (4) of the Investigation Com-
mission Act had been declared invalid
by the Supreme Court, we issued an Or-
dinance on the 17th July 1954 enacting
a new Section 34 (1A) in the Income
Tax Act to enable us to take over the
cases which had been started under the

rovision declared invalid. Under this
rdinance, which was subsequently ra-
tified into law by Parliament, we took
powers to reopen all cases of tax eva-
sion during the war years of more than
Rs. 1 lakh. As the law stands, this power
can be exercised only up to the 3lst
March 1956. There have been, since
then, two other judgments of the Sup-
reme Court, one in October 1954 de-
claring Section 5(1) of the Investiga-
tion Commission Act invalid from the
17th July 1954, and another in Decem-
ber 1955 declaring that Section invalid
from the 26th January 1950. This
means that the Department will now
have to take over again a large number
of cases previously dealt with by the In-
vestigation Commission. We have care-
fully reviewed the position arising out
of the judgmerlts of the Supreme Court
in cosultation with our legal advisers.
Asa result, itis now proposed to have a
redraft of the existing provisions of the
law enabling the Departmerit to reopen
old cases. Substantially, the position re-
mains unchanaed—-—the only difference
being that, while the existing law lays
down a time limit up to the 31st March
1956 for the exercise of the Depart-
ment's powers to reopen cases of con-
cealment beyond eight years, the pro-
d amendment fixes no time limit.
m is being done for three reasons;
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firstly, the latest judgment of the Sup-
reme Court having been given only in
December 1955, it is not possible for
the Department to issue all notices
within the short period of three months
left since then; secondly, the validity of
the new Section 34 (IA) is itself bein
challenged in several High Courts ang
it is not known when we shall get a final
decision on this point; and finally, the
Taxation Enquiry Commission have re-
commended that, as in other countries,
there should be no time limit to the re-
opening of cases of fraudulent tax eva-
sion., This is a desirable reform which
has been long overdue. The power of
reopening cases beyond eight years will
not be exercised unless the amount of
total tax evasion exceeds Rs. 1 lakh
and then only with the sanction of the
Central Board of Revenue. This will en-
sure that the powers are exercised after
proper scrutiny and only in cases of
substantial evasion. It is also proposed
to give the De’panment powers of search
and seizure of accounts and documents
which the Investigation Commission had
and which the Taxation Enquiry Com-
mission have recommended the Depart-
ment should have. The experience of
the last year and a half has shown that
unless the Department is armed with
these powers, it is not possible effectively
to investigate cases of tax evasion. I
have no doubt that the House will give
its whole-hearted su%pon to measures
taken to prevent and detect large-scale
tax evasion and it may take my assu-
rance that the new powers taken now
will not be exercised unless they are
absolutely necessary.

The net effect of these changes in
income-tax is an increase of Rs. 10
crores, of which the States’ share will
amount to Rs. 1'8 crores.

The Postal and Telegraph branches
of the Posts and Telegraphs Department
have been working at a loss for some
years. The net loss during the three years
ended the 31st March 1955, was Rs. 222
lakhs in the Postal Branch and Rs. 65
lakhs in the Telegraph, and the losses
during the current year in respect of
these two Branches are estimated at
Rs. 49 lakhs and Rs. 82 lakhs, respec-
tively. The main reasons for the losses
are the opening of unremunerative post
offices and telegraph offices as part of
the Department’s expansion schemes
under the First Five Year Plan on the
one hand, and the charging of unecono-
mic rates on the other. The rates
charged at present are, in many cases,
well below the cost of the service. A
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review of the existing postal and tele-
graph rates has, therefore, been carried
out with reference to the cost of the
service, and, as a result of the review, it
has been decided to increase the fee for
registration on postal articles and the
rates for inland telegrams. The existing
registration fee of As. 6 per article
will be raised to As. 8 and on inland
telegrams the minimum charge will be
raised from As, 12 to As. 13 for “Ordi-
nary” and from Rs. 1-8 to Rs. 1-10 for
“Express”. These enhanced rates for
telegrams are the same as those that
were in force prior to the 1st April
1950. The additional revenue expected
from these increases is Rs. 95 lakhs.

The net effect of the proposals may
now be summarised. The changes in
Customs Duties will not have any net
effect on revenue. The new and increas-
ed Excise Duties will yield Rs, 25
crores. Changes in Income tax will re-
sult in an additional revenue of Rs. 10
crores of which the States’ share will
amount to Rs. 1'8 crores, and changes
in postal rates will yield Rs. 95 lakhs.
In the result, Central revenues will in-
crease by Rs. 34:15 crores.

Ncl'g taxation proposals will still leave
a deficit of Rs. 17-68 crores on revenue
account. This is alarge amount, but un-
foreseen marginal improvement in reve-
nue and savings in expenditure may yet
be possible, and 1 propose to leave it
uncovered. 1 must repeat, however, that
additional taxation is inseparable from
a bolder plan of economic development
The Taxation Engniry Commission had
in mind an order of expenditure on the
Plan amounting to Rs. 3,500 crores. The
size of the Plan i3 now larger and a
correspondingly larger tax effort is ne-
cessary. The findings of the Commission
have shown that in real terms, there has
been little addition to the national tax
effort relatively to national income over
the last two or three decades. Even to
maintain the proportion of tax revenues
to national income more or less constant,
additional taxation of the order Rs. 350
crores over the five year period would
be necessary at the Centre and in the
States. This proportion has, however, to
be raised, moderately. What I have pro-
posed this year by way of tax effort is,
In my judgment, the minimum that must
be attempted in view of the requirements
of the Plan.

Including the additional taxation, the
overall deficit for the year will stand at
Rs. 356 crores. I think it is important
to bear in mind the limitation 1 mention-
ed earlier in regard to deficit financing.
There is not, at the moment, any great
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slack left in the economy which would
justify anything more than a reasonable
amount of deficit financing. Up to a
point deficit financing is not only per-
missible, but even desirable in a deve-
loping economy. Experts differ as to the
permissible limit, but it would be quite
unrealistic to assume that deficit financ-
ing of this order can be maintained for
any length of time without inviting in-
flation. The road to inflation is easy
enough, but it opens flood-gates which it
would later be impossible to close. We
are, in fact, taking a measure of risk
with the deficit financing proposed for
1956-57 and we shall have to watch its
effects carefully and adjust subsequent
programmes in the light of these
effects.

The buczget I place before you is, as.
I have said, the first step towards the:
implementation of the Second Five
Year Plan. A big Plan requires a big
effort, and to make a good beginning
with it will be, to vary the old adage,
almost to ensure its accomplishment.
The objective we have set to ourselves.
is that primary and ineluctable duty of
every modern Government, namely to.
raise the living standards of the people
and to create in the process a progres-
sive and equitable economic and social
order, This objective moreover, is to be
attained by democratic means. The sanc-
tion behind the Plan is not the will of
Goverment sem wfwr) but the:
will of the people ( o= ufi )
Democracy is for us a means as well
as an end. It defines our objective, and
it indicates the approaches and techni-
ues to be adopted for the fulfilment of
the objective.

The problem is not merely one of
raising the statistical average of per
capita incomes which could easily be a
will-o™-the-wisp; it is one of raising the:
lowest incomes and of opening out to the:
younger generation avenues of
and advancement that will bring out the
best in them. For this the present gene-
ration has to make sacrifices. It has to-
work harder and it has to abstain from
asking for immediate returns. A plan,
verily, is a vajan. This is the essence:

wafawready  atsfeasewragy 1
of the process of capital formation, of
building up the infrastructure of deve-
lopment and of equipping the commu-
nity with the tools and implements
needed for increasing the national pro-
duct. We shall succeed in this task to
the extent that we bring to bear on it
in judicious proportions all the idealism
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and all the practical realism that we
possess. .

The Second Five Year Plan will be
followed by several other Plans and it is
only after we have fulfilled, shall I say,
the Third Five Year Plan that we shall
see a marked and unmistakable improve-
ment in living standards all round and
in the capacity of the country to go
ahead more rapidly on itls own momen-
tum. The burdens that the Plan imposes
upon the Eeople are b&no means light
nor can their weight mitigated by
any assurance that they are temporary.
‘On the other hand, our people stand,
so to say, on the threshold of a golden
age; we have to build well and truly for
them; and we have to raise, ungrudging-
ly and unhesitatingly, all the money ne-
.cessary therefor. Money is, after all,
mainly a measure of effort; and the suc-
cess of our monetary calculations, whe-
ther for our taxation measures, or for
our deficit financing, or for anything else
for the matter of that, depends vitally
upon the measure of productive effort
put forth in the community, It is the
responsibility, if I may with all respect
say so, of every member of this honour-
able House and of similar chambers all
‘the country over, to adjudge every pro-
posal on this basis, that is, not of what
Government seeks to take from this sec-
tor or from that (indeed Government
cannot take anything for itself) but of
what that afroposal in terms of mobilis-
ing the real efforts of the country means
.and of whether by any alternative Ero—
posal we could call forth equal effort
‘without greater sacrifice,

The success that has attended on the
first Plan makes it clear, I believe, that
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the people of this country are capable
of, and willing to put forth, the effort
necessary to achieve bigger things and
to make for  themselves and for their
children an India befitting of her great
heritage. Our destiny is now in our
hands. Our people have throughout his-
tory been known for their almost infi-
nite patience and perseverance. Given
the leadership, they have never failed
to respond in more than adequate
measure. It is these people, Sir, that
have now girt their loins and stand
ready to launch forth on their new, and
go far their greatest endeavour. The can
rightfully expect us, their chosen lead-
ers and representatives, to give them of
our best counsels, loyal guidance and
informed direction.

* FINANCE BILL

The Minister of Finance (Shrl C. D.
Deshmukh): I beg to move for leave to
introduce the Finance Bill, 1956,

Mr. Deputy-Speaker : The question is:

“That leave be granted to intro-
duce a Bill to give effect to the fin-
ancial proposals of the Central
Government for the financial year
1956-57."

The motion was adopted.
Shri C. D. Deshmukh: I introduce * *
a bill to give effect to the financial propo-

sals of the Central Government for the
financial year 1956-57.

6-45 pP.M.

The Lok Sabha then adjourned till
Eleven of the Clock on Thursday, the
1st March, 1956.

# Published in the Gazette of India Extraordinary dated 29-2-1956.
## Introduced with the recommendation of the President.
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CorLumns CoLuMns
PAPER LAID ON THE BILL UNDER CONSI-
TABLE ) 1085 DERATION. . . 113575
Life  Insurance SEmer-
B“S&&t:“?:f;“&,;“o? gency Provisions) Bil
! was considered. Discus-
ration for the ycar 1956-57 sion on motion to <on-
REPORT OF COMMIT- sider was not conclud-
TEE ON PRIVATE ed
MEMBERS’ BILLS AND PRESENTATION OF
RESOLUTIONS PRES- 8 GENERAL BUDGET .1175-1208
SOELER ’ ' £ 9SS The Minister of Finance
Forty-fifth Report was (Shri C. D. Deshmukh)
presented presented a statement
REPORT OF JOINT of the estimated re-
- COMMITTEE PRES- ©  ceipts and expenditure
ENTED 1085-86 of the Government of
Reyort of the JoinsCo India for the year 1956-57
rt of the Joint Com-
e b BILL INTRODUCED 1208

mittee on the Secu-
rities Contracts (Regu-
]3“02 Bill was pre-
sente

BILL PASSED 1086-1133

Sales-tax Laws Validation
Bill was further consi-
dered. Clauses 1 to 3
were adopted and the
Bill was passed
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Finance Bill

AGENDA FOR THURS-
DAY, 1ST MARCH, 1956
Consideration and passing

of Demands for Supple-
mentary Grants, 1955-56

and Life Insurance
(Emergency Provisions)
Bill



