910 Situation in

a1 ks W (agwre) : Pew
ST & W 7T AR T TET A 9T THHT
w5 fars agi AT qeeat 3 fear g0
# wrT mgar g i s 1w ag s
w5t & F5 aw O weareal ¥ 49 §1C
THOAT AT WA X v g ?
war wEY Gz &, Ty d P Al &
fae=t a9 & gATL TW 9T WTHAN guT
ar ? g dew dww oWl o
dza W oz ¥ faorw # §ud AH
A7 T oad awt av i A
*1 feufy §o w78 ¥ ®w agr & °
w1 Al AFET WA AT B G
ag w@ Fi fF fay gl ¥ Wy
/AT § FE1 A TAT7 978, T ANAA
T qifFET 7, 7 @ 91 aife gfr
Fmf e 72 7 v o v gETOy
& T 7w AT A T 2 ar agy ?

Mr. Speaker: There is  nothing to
answer.
o1 Wit W WAy fryangg,
e o WEIAT

Mr. Speaker: lHc has no answer,
Mr. Nambiar.

Shri Nambiar: In view of the fac:..

ot TN waNr (T1zaT); 7w
AT F1 A7 Ravg quT ¥ Avwl frar
Tt 723 g w7 IF £ 4o
STAFIT 2 EEAG ArAT A,

Mr. Speaker: I am really sorry for
the back-benchers. The leaders of
their parties are taking away the
time, (Interruptions).

st omEmy wnwy oz AT Nr
fmar awfeq | |

Mr. Speaker: The leaders of parties
are taking away the time. The back-
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benchers should ask the leaders of
their parties, I cannot be responsible
for that,

Shri Nambiar: In view of the fact
that there are big powers behind
Israel who arc intercstedq in creat-
1ng tension in West Asian region and
in the Mediterranean by sending war-
ships and armaments to this region,
ix it not our duty to defend peace in
thig region in our own interes: by
naming the powers who are disturb-
ing peace and standing hy the vir-
tims of threat of war and thus restore
preace by putting our full might on
the side of those who want to live in
peace”

Mr. Speaker: The
adjourned till 5 P.M.

House  stands

15.50 hrs.

The Lok Sabha then adjourned  till

Seventeen of the Clock,

Tiw Lok Subiw 1e-assembied at
Serventeen Hours of the Clock.

| Mn. Sreaker ia the Chair)
GENERAL BUDGET. 1967-68

Mr. Sp;akﬂ': The hon. Finunce
Minister, tApplouzed.

Shri Umanath (Pudukkotiaiy: They
are glad st the coming taxes?

Shri §. M. Banerjee (Kanpur): Has
there been a leakage of the budget?

The Deputy Prime Minister and
Minlster of Finance (Shri Morarjl
Desal): Sir, on the 20th of March this
year, 1 prescnted to this Honourzble
House an interim Budget for the year
1967-68. Ip presenting that Budget, I
had occasion to remark that g numbes
of difficult ang even conflicting consi-
derations had to be taken into accoung
in framing the Budget for the current
year. There was not enough time in
the lus: session of Parliament either
for Honourable Members or for the
Government to review the sltuation
fullyy B was agains this general
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background that it was proposed to
present a fuller picture of Govern-
meat's budgetary as wel] as general
economic policies in the current session
of Parliament; and it is for thig pur-
pose that | sland before the Honour-
able House today.

2. The areas of immediate voncern
in the economic field are tasy to
define:

First, there is the serious situation
created by the drought concerning
food supplics in gencral and the weli-
being of the people in  the scarcity
affected areas in particular.

Second, the steady rise in  prices
which has been with us now for more
than three years has to be arrested
in the shortesy possible time,

Third, there is peed 1o revive indus-
trial aciivity, particularly in a number
uf capital gnods industries which are
suffering from lack of demand,

Fuurth, revent adversze trends in ex-
ports have to be reversed as soon as
possible.

And finally, these immediate prob-
lems must be tackled in a manner
which gives us confidence that we can
look forward to a long period of seis-
factory growth with reasonable price
stability and increasing self-reliance
and without sacrificing the claims of
national security and social justice.

Food Situation

3. The average production of food-
grains during the last two seasons has
been 17 per cemt below the level
reached in 1984-65. ‘This sharp dec-
Nne in output has meant loss of in-
come for farmers in many parts of
the country. Our first concern in this
situstion has naturally been to prevent
undue hardship to the vulnerable sec-
tions of the community by provision
of work and incomes and by substan-
tia] distribution of foodgrains through
public channels. M is, I think, g mat-
%ter of gratification for the country and

General Budget,
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for our friends abroad who have ren-
dered us valuable help at this difficult
juncture that despite the sharp reduc-
tion in output, a major calamity has
been averted. I ean assure the Hon-
ourable House and the people affected
in all scarcity areas, and particularly
in lurge paris of Bihar ang eastern
Uttar Pradesh, that we shall spare no
effart or money to ensure that relief
measures and public distribution of
foodgrains will be continued and ex-
tended to the extent necessary during
the lean months still shead of us. 1
propose 1o make a substantial addi-
tional p-ovision of Rs. 38 crores in the
Centre’'s Budget for the current ewr
for supporting reliet m es and as-
sisting the scarcity affected States
This 3= in addition to the provision of
Rs. 37 crores already made in the in-
terim Budget, Honourable Members
would agree ‘hat relict to the people
in the scarcity areas should be the
first charge on any resources that we,
at the Centre, can spare even in our

present difficult conditions.
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4. We have already imported 3-5
million tonnes of foodgrains during ae
first five months of 1967, Another 2°6
million tonnes are expected to arrive
after the end of May. Of this total
of some 6 million tonnes, a liltle over
one million tonnes represent purchases,
vf roughly equal quantities of rice and
wheat, from our own resources; the
balance consists of PL 480 supplies
from the United States gnd assistance
from a number of other countries not-
ably Canada. the Soviet Union and
Australia. Subject to appropriate
mutching. the United States has indi-
cated its willingne<s to provide an-
other 3 mi'lion tonnes of foodgrains;
and of this 1.5 million tonnes are ex-
perted to be authorised shortly. A
considerable part of the purchases w*
have authorised from our own resour-
cey is In the expectation that appro-
priste assistance will be avallable from
other countries in a form which will
relieve our general balance of pay-
ments position. Apart from these pur-
chases, we alsp have to epend large
amounts of our own foreign exchange
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us uuu year to provide for important

on foodgrains supplied on con

terms. Nevertheless, to the extent
necnssary. arrangements for further
itmpors from our own resources will
be made to prevent a breakdown of
«the public distribution system.

8. The availability of rice around
the world is extremely limited; and
aven such quantities as are available
can be had at prices much higher than
those for other cereals. Our public
distribution syslem will, therefore,
have to rely primarily on wheat and
milo. While supplies of wheat can be
supplemented appreciably by imports,
the supply of rice has to depend essen-
tially on internal procurement. ] am
heppy to say that all State Govern-
ments, whether surplus or deficit, are
eo-operating in the task of procuring
internal supplieg of rice, wheat and
other foodgrains. To {acilitate this
effort, we have increased procurement
prices and have maintained and indeed
strengthened zonal restriclions ‘bet-
ween States. Whatever may be the
merits of the system of free distribu-
tion and free movemenl of grains in
normal times, it is obvious that in the
present circumstances. the public dis-
tribution syslem and the zonal restric-
tions will have to continue.

%. Honourable Members are aware
that Lhe present system of distribution
of foodgrains jmposes a heavy burden
oa the fmancial position of the Centre
of account of the subaidised rates at
which we supply imported foodgrains
to State Governments and others.
This subsidy is expected to cost as
mwuch as Rs. 118 crores to the Central
Govermment in the current year.
Despite the dificult budgetary shua-
tln. we have for the present thought

develog ds. Any sustained
erosion of development outlays
through a policy of subsidising con-
sumption. however essential, cannot
but have serious repercussions on our
abllity to provide the same essential
consumer goods in the years to come.

7. In addition to the subsidy given
by the Centre, some State Govern-
ments also are subsidising foodgrains.
In our Federal Constitulion, it is not
for the Centre to decide what the
States should do in matters like this.
But it is my duty to make it clear
that if any State Government wishes
to subsidise foodgrains, over and
above the substantial subsidy given by
the Central Government, jt will have
to do %o on the basis of its own re-
sources and without counting on any
additional Central assistance for the
purpaose.

Agricultural Production

4. Honourable Members are aware
of the steps we are taking to increase
agriculiural productivity on a sustain-
ed basix in connection with what has
vome to Be known us the new ggricul-
tural strategy. But there is urgent
nead also to take jmmediate steps to
ensure that the next kharif crop turns
out to by as good as  possible. It
simply will not do to rest content with
the hope that after two severe
droughts, weather conditions are
bound to take a turn for the better in
the coming season. Whatever 1he
weather conditions, jmmediste sieps
have to be taken to make sure thal
programmes like minor irrigation and
provision of better seeds and more
fertilizers, which can make the maxi-
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1 propose to provide Rs. 5 crores more
for this purpose. 1 propose also to
increase .Plan assistance to the State
‘Governments from Rs. 535 crores pro-
vided in the interim Budget to Rs. 500
croves. It is essentially for the State
Governments to decide how best to
deploy their resources. But, ] hope
that they will earmark a large part
-of the total resources available to
them for securing an immediate in-
crease jn agricultural production. We
are currently providing nearly 300
million dollars for import of fertilizers
as against less than 100 million dollars
only three years ago. Correspondingly,
fertilizer credits are also being subs-
tantially enlarged.

9. The drought hag affecied severely
nul oaly the food situation but also
the supply position in regard to a
mumber of other essential products
such as raw jute, colton, oilseeds and
sugar. Arrungements have had to be
made for substantial imports of both
raw jute and raw cotton and we shall
make provision for additional imports
in order to sustain both exports and
internal consumption. In the case of
raw jule imports, the susidy to main-
tain the compelitive position of the
Indian jute industry has been continu-
-ed in the current year. We shall re-
view the position regarding both
imporits and subsidy in the light of
the prospects for the coming crop. In
the meanwhile in order to encourage
domestic production, the minimum
support price for raw jute has been
raised from Rs. 35 per maund to Rs.
40 per maund.

10. In respect of raw jut: and cotton
as well as oilsesds, it is of the utmost
imporiance to step up research and
other activity for increasing per acre
yields. The future of many of our
important export industries’ will turn
heavily on .the efficiency with which
‘we produce the raw malerials for
them. 1t js_gratifying that industey is
becoming incresasingly conscious of
this need; and at a later stage, I will
“have occasion to refer Lo a-change in
sour tax laws that I propose to intro-
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duce for encouraging research activily
in general by our jndustry.

926

11. The decline in sugar production
this year has been particularly shacp.
There is no escape from a refuction
in the internal consumption of sugar;
and the present controls on price and
distribution will have to be maintain-
ed in order to distribute the shortage
ejuitably. We shall keep the situation
under review and take whatever steps
are necessary to increase the output of
sugarcane in the next season and to
keep its diversion to other uses within
reasonable limits.

Price Stability

12, In the wake of the recent
drought, there has been a sharp in-
crease in prices. To some extent, up-
ward pressure on prices was sxerted
also by devaluation. A situation in
which prices have risen by as much
as 46 per cent over a period of three
year: naturally creates apprehensions
about further inflation; and this, in
turn, depresses savings and cncour-
ages unproductive investments in land,
urban property, gold and commodities.
Curbs on such investment become,
therefore, more important than ever,
Again, in a period of inflation,
prices increase at an uneven pace for
different products and services and
this raises many difficult problems of
adjustment of relative prices.

13. In addition to these standard
concomitants of inflation, we have to
reckon with  special complications
when the primary impetus for the
rise in prices comes from a sudden and
sharp decline in output rather than
from un excessive increase in demand.
It is not always possible to reduce de-
mand swifty in the face of a sudden
decline in output; and it becomes ne-
cessary to spread the process of adjust-
ing supply and demand over a period
of time and with the help of larger
imperts. But foreign exchange earn-

.ings from exporis also get ydversely

affecied a5 a result both of the tall in

production and the rise in prices; and



Genera] Budget,

1967-68
[Shri Morarji Desai]
this makes it difficult to augment do-
mestic availability by larger impurts.
Again, the necessitly to put an end
to the inflationary psychology and the
adverse effect of the decline in produ-
ction on governmental revenues re-
quires a restraint on public and pri-
vate expanditure; and this ia turn
tends to depress demand conditiuns
for gpecific industries. Similarly, when
crops fail and there is extensive loss
of real incomes, there is g tendency
for consumer demand to be depressed
and for raw material coa's to increase
so that some industries get caught in
a real squeeze. What [ have jus: said
describes in essence the kind of difli-
cult and complex situation which we
are facing today. There are no per-
fect answers to deal with a situation
of this character; and I can oniy in-
dicate to Honourable Members the
lines along which we propose to move
in the coming months to reconcile, as
best as possible, the different elements
in the present situation in the light of
our general policy objectives,
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14. We consider it of the utmost im-
portance that our primary concern at
the presen. moment should be to put
an end to the psychology of inflation.
Continueq and large budgetary defi-
Ci's over the past few years have con-
tributed to this psychology. I pro-
pose, therefory, in the presen: Budget
also to limit the outlays of the Central
Government strictly within the re-
sources which can be mobilised in a
non-inflationary manner,

15. Equally. we must avoid a repe-
tition of the situation. in which the
State Governments can shift their
budgetar; burdens to the Centre by
resorling to unauthorised voverdrafis
from the Reserve Bank. In order that
the task of avoiding overdrefts may
not prove impossibly difficult for the
Slate Governments, I propose to help
them in advance to a greater extent
than was possible in the interim Bud-
get. . Taking account of both Plan and
non-Plan requirements, the asslstance
now being proposed for the States is
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Rs. 98 crores more than in the interim
Budget. 1 am well aware that this
doey not meet all the needs of the
the State Governments; but I hope that
they also will do their part for meet-
ing their needs, This is not the time
when either the Centre or the States
can afford to give up or erode impor=-
tant sources of revenue. If some con-
cessions are to be given, say, to very
smal]l farmers, they will have to be
made up—and indeed, more ., than
made up—by higher levies on better-
off farmers. It is sometimes sugges-
ted that if the Centre cannot helpin
any other way, it should help by post-
puning recovery of interest and am-
or.isativn charges from the Stlate
Governments. While we are prepared
1y discuss all problems with Chief
Ministers and others, I hope it is clear
that if we are to help the States more
in une way, we will be able to help
them less in other ways.

16. | am wel] aware ‘that avoidunce
of deficit financing is neither a neces-
sary nor a sufficient condition for price
stability in all circumstances. Over a
period, sume expansion in money sup-
ply is necessary to accummodate the
nieds of growing production. Never-
theless, in the presem: circumstances,
it is desirable that Government should
not uppropriate any part of the per-
missible Jimit of monetary expansion.
This will allow a larger expansion of
bank credit to agriculture and industry
to facilitate higher production. The
new agricultural sirategy and the
immediate programmes for increasing
agricultural production that are so
vitally important require a substantial
increase jn credit. It is equally im-
poriant 1o ensure that private industry
is not inhibited from increasing pro-
duction by undue limitationg wn the
availability of credil. Some restraint
on private credit, particularly foy spe-
culptive and unproductive purpuses,
will, of course, be necessary. But
apart from its paychological import-
ance, the avoldance of deficit financing
by the Government would place the-
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Reserve Bank snd the banking system
in general in a better position to meet
the genuine credit requirements of
agriculture and industry, whether
public or private.

17. The question of adjusiment in
relative prices raises difficult social
and economic questions, When costs
have risen, gome adjustment of prices
becomes unavoidable if production is
not to be afficted. Similarly, when
rcal incomes are eroded by increases
in the cost of living, some compensa-
tion to the low:r income groups be-
cuomes gut only unavoidable but also
necessary in the iniirest of maintain-
Ing sovia]l harmonv and good indus-
trial and service relations. At the
sume time, the process of prices chas-
ing costs and costs  chasing prces
cannm be allowed to go unchecked.
For this reason, Government has
endeavoured to stagger adjustments in
relative prices without ruling out such
adjustments altogether; and the same
discriminaking policy will have o be
adopted for some time to come with
a sumewhat greater accent against up-
ward revisions either in wages or in
prices.

18. Considerable concrrn has been
caused rightly in the country by the
recent deterioration in indusirial rela-
tions. At a time when some hardship
is unavoidable and when it is of the
utmost importance to increase effici-
ency and production, such deteriora-
tion 1s particularly regreitable. ]
would, therefore, appeal most earnestly
to employees and employers 1o wive
their mutual problems in a spirit of
give and take, Any  further
deterioration in industrial relations
can only spell greater hardship for the
vulnerable sections of the community

Revival of Industrial Production

19. The growth of industrial output
has slowed dowp considerably over
the pest two years. There has been
a modest revival since October last.
Nevertheless, industrial production in
reneral hag by no means been buoyant
and several industries are uctually
experiencing 3 decline In production
ang an increase in excess capacily.
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20. The situation that prevails at
present. cannot be described as one of
general recession. In such g situalion,.
one would expect to find excess capa-
city all round and, therefore, the pos-
sibility of increasing output by general.
stimulation of demand. ‘There is
obviously no immediate possibility of
increasing agricultural output wmereiy
by stimulating demand. Even  imw
regard 1o industry, the emergence of
sizeable excess capacity is concentrated
in capital goods indusiries, notably,
railway wuagons, machine tools, textile
machinery, castings and structurais
Among consumer goods  industries,
difficulties are felt particulaly by the-
weaker colton textile mills which have
heen in need of rationalisation ands
more efficient management for quite-
some time Policies which are design-
ed o stimulate demand in general are-
clearly out of place in the present
sttuntion when availabilities of basic-
constimer goods ang agricultural raw
materials cannot be in-reased signifi-
cantly in the short-run. At the same
time, there cannot be any question-
.hat whatever can be done has to be
dung to revive industrial production.

21. Basically,

Government's  ap-
pruach to the revival of industrial
preduction  consists of @ number of
ingredients.

For the privurity industries, we are
continuing the liberal impor: policy:
for other industries producing essen-
tial consumer goods also, the import
requirements of raw materials and
vomporents will be met on a more:
liberal basis,

Despite the difficult budgetary posi-
zion. it is proposed tn provide addi-
tional gums beyond what was aiready
provided in the in‘erim Budget for the
developmental and other needs of
both the Centre and the States.

To the extent possible, additional
outlavs are being directeq to th, capi-
tal goods industries which are In need”
of some impetus fo demaml
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It is my intention also to explore
all avenues of stimulating investment
and developmental outlays as soon as
the basic supply conditions in regard
to essential consumer goods show s0me
dmprovement. Planning for a revival
&f investment activity whether in the
spublic or the private sector should,
therefore, receive no set-back.

As slready mentioned, avoidance of
deficit financing will make it possible
to ensure that production is not held
back for want of credit,

22 To some extent, the present diffi-
culties of the capital goods industries
spring from the fact that the expecta-
tions on which Lhe earlier investments
were made have not materialised.
In such a situation, industry will have
to show considerabl initiative in
.diversifying production in the light of
changing circumstances. Government
also has a responsibilty to facilitate
this; and to this end, selective relax-
tions have already been made in res-
pect of indusirial licensing. The
decontrol over the pricing and distri-
bution of steel should also go =ome
way in facilitating this process of
adjusting the pattern of production
to the changing pattern of demand
both in respect of steel production as
such and in the large number of in-
dustries using steel.

23. Again, larger exports offer a
way out of the present difficulties of
many of our engineering and other
industries. An increase in exporis of
our newer products js vitally import-
ant from the point of view of achiev-
ing a sustained increase in our total
export earnings;
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orders if they are to do their part in
counteratting current recsssionary
trends in a constructive manner, At a
time when excess capacity .exists, it
should be in the interest of the indus-
try concerned to seek actively new
outlets for its products even if this
has to be done'without covering in
full the normal share of fixed costs.

24. In short, the present industrial
scene is compounded of a number of
complex elements and no single or
simple answer will sufMice to transform
it. The approach I have described Is
calculated to make the maximum im-
pact on industrial recovery without
jeopardising the chances of restoring
price stability.

Export Promotion

25, The question of export promo-
tion is. of course. relevant not only
to industries suffering from lack of
demand st present but also to the
general run of our economic activities
and policies. It cannot but be a
matter of great concern that the mo-
mentum to our export earnings, which
was witnessed during the early years
of third Plan, has not becn sustained.
The performance of exports during
1968-67 has been particularly dis-
appointing. Of late, there have been
signs of a modest recovery in export
ecarnings. With the revival of agricul-
ture and industry. and continued
efforis to explore markets for them
abroad, some further improvement in
export earnings can be expected.

26. Neveriheless, it would be neces-
sary Lo exercise a restraint on domes-
tic.demand for products which can be
.exporied .in larger gquantities, Equally,
sxport duties have to be revised if
such a revision becomes necessary i
order 10 maintain the competitiveness
of gur major export industries. Quite
apart from this, a major break-through
in export esrnings can be expect.
on the basis eof moder-
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vantage. From time to time special
arrangements will have to be made ‘o
make sure that industries and activi-
ties with an export potential are given
the highest priority in the a location of
scarce resources, Export industries are
now able to import their raw materials
and component requirements for eX-
port production from the cheapest
source and with the least administra-
tive intervention. In regard to capi-
tal gonds imports, forcign exchange
releases for other purposes and rupee
finance as well, export jndustries will
have to be given a peferential treat-
ment,

27. Promotion of tourism has a great
potential for adding to our foreign ex-
change earnings, I propose, therefore,
to announce some measures later 1w
help the tourist [ndustry, We also
propose to take steps to prevent the
leakage of tourist earnings to unautho-
rised channels which stil" takes place.

28. A hospitable environment for
private foreign environment in priority
areas has also a considerable bearing
on promotion of exports. It is gene-
rally recognised that private foreign
investment can make a valuable con-
tribution to reducing our re'iance on
imports, particularly when it brings
with it know-how and sophisticated
techniques as well as capital resources.
But foreign investors can also bring
with them knowledge of foreign mar-
kets and the organisation and other -e-
sources to exploit them, As they gel
10 kmow our own country and poten-
tial better, they belp promote our
exports. We should., therefore. wa'-

26. 1 cannot help emphasising that
the restoration of general price stabi-
lity Is an imperative pecessily not
ooly for malntaining social harmony
but also for under-pinning and
ing our export promotion
eftorta and Indeed, our efforts to

‘the rellance on Imports, Hof-
wé are determinad in do a'1 that
we csn to maintain the external value

:

g
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of Indian rupee so that distortions of
the kind that led to the devaluation
last June, and the necessily for sharp
adjustments in the internal economy
that followed from it, are avoided.

30, While everything possible has to
be done to promote exports, it has also
goL to be recognised that only those
exports, which can hold  their own
in the long run, should receive the
maximum encouragement o that we
do not waste our scarce resources for
propping up export earnings which are
bound to prove short-lived. An
environment of stability, whether in
respect of the general price level
or the frame-work of promeotion
measures, is absolutely vital for a
steady increase in expori earnings. A
climate of expectations in which ex-
port industries seek to neutralise all
their inefficiency and disadvantages by
budgetary support cannot be con-
ducive to enduring and sound export
promotion. It should, therefore, be
perfectly clear that while the Gov-
ernment would be prepared to allocate
scarce resources on a priority basis for
the expor: industries. this prefercnce
wil' have to be justified increasingly
in terms of the efforts of the indus-
tries themselves to increase their effi-
ciency and profitability,

Import Policy

31. What I have just said applies
equatly to industries which compete
with imports, We have buiit up con-
siderable capacity for producing a
large variety of goods in the country
over the last ten to fifteen years.
Through import restrictions as we'l as
high tariff duties, we have sought to
protect domestic industry from compe-
tition from producers abroad who have
the advantage of long experience a_nd
trained labour force, not io mention
the advantage of easler gecess l.u
capital and even raw materials. It is
now generally recognised that domes-
tie industries in developing countries
e itlon. Howmrmi::e
foreign rom| ver,
deve P:; industries behind pro-
tective walls can lead to distartions
and waste of scarce resources dn'ess
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industries, which have already been
established for some time, became
progressively more efficient. In ghort,
a competitive environment is as vital
for the healthy promotion of import
substitution as it is for the sound pro-
motion of exporis. That ix why we
have relaxed quantitative import
restrictions in a seleciive manner.
This policy will be continued and
strengthened as circumstances permit,
particularly when it is important to
rewide 2 spur for domesti- industry
10 muscase 1ts ethiciency.

32. We recognise that Indian indus-
try has still a long way to go in the
direction of diversification and efficient
produciion. Not all the disudvantages
from which our industry suffrrs can
be removed over a shoft period
Again. as some industries have o be
exposed more and more in internatio-
nal competition, others will emerge
and ge! established and would require
protection in the iniisl stages not only
by way of tariffs but also by way of
quantitalive restrictions, What we
need, therefore, in regard to import
policy is not some rigid approach,
which tends to justify all restrictions
for all time, or its antithesis in which
all restrictions are sought to be aboli-
shed on a particular day. What 1s
required is a deliberate ang discrimi-
nating policy in which the ¢rontiers of
pml_edion keep on moving from time
to time and from commodity to com-
maodity; so that, by progressive stages,
protection is removed from some com-
modities while it iy introduced in the
case of other commodities which begin
to be produced in the country.

Controls

53. i Indian industry needs to be
exposed 1p a competiiive environment
in  relation fo exporis and imports,
such an environment is all the more
necessary as between differen; indus-
tries and batween different ynits in the
same industry, This is not the occs-
sion for me to review the machinery
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88
of controls over invesiment, distribu-
tion and prices that we have been

hesitated {o relax them or to intensily
them from time tp time In the light
of changing circumstances, Basically,
nur approach to controls has 33
been posilive; we have sought there-
by tuv prumote development by con-
S5.UVing Ss.arce resources. A similar
pragamacic and positive approach
wuuld be necessary evep for the fu-
ture Where it in necessary to re.ain
contralg, it shald be our endeavour to
administer them in & manner which
minimises delays and ‘Inconvenience
and ensure¢< equal treatmen! to all
concerned. It has to be recogniscd,
however, that controls are only @
meung to an end and that, by their
very néture, they tend to introduce
rigidities which often impair efficicncy
and iniative on the part of all con-
cverned. Very often, the social objectives
of controls such asx maintaining 3
measure of equality between peaple
with different initial advantages raod
prevention of an undue concentration
of wealth and economic power can be
achieved bv other means Wwhich mav
have less inhibidng effect on produc-
tive efficiency. That is why, for sume
time, we have been following a selec-
tive policy of relaxing contrnls,

34. This question has also been ex-
amined by the Administrative Re-
forms Commission and by a number
of independent cxperts. We propose
to consider their recommendations
carefully. 1 would only point out st
this stage that there cannot be any
quesdiion of our giving up the basie
objectives behind the controls that we
maintain. The question only is whe-
ther these objectives could not be
better served by a different combin-
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Long-term Congiderations

85. This brings me to some of the
longer term considerations which
have to be kept in mind even as we
dea] with our difficult short-term
situgtion. Our immediate diffjculiies
are essentially the result of two ag-
gressions on our territory and two
«droughts. It is, however, important (or
us to enquire whether they do not
-+ignify something more basic in our
plans and policies which ulso cvails for
a correction in emphasis if not in dir-
ection,

€937

36. There is general agreement in
the country that the highest priority
should be given to agriculture and
to family plannning in our plans for
the next few years., No one seriously
questions alsp that as soon as possi-
ble, and consistent with the avoidance
of inflation, programmes of
betterment should be pursued more
vigorously In this connuction, next
only perhaps to the importance of
providing an  adequate  supply  of
foodgraing comes the necessity of en-
larging grestly the facilities for drink-
ing water all over the country, Im-
provement in the quslity »f education
and the welfare of backward classes,
particularly of scheduled castes  und
tribes, will also require more urgent
altention that hithertv.

37 11 1 am pot mis'aken, the differ-
cncesy and lhe doub's that are often
expresscd about our phins  relate
mainly 10 two or three basic areas.
“There is, first of all. the question of
the speed with which we can increase
the rates of saving and capital forma-
tion in the country. Related to this
is the prcblem of our ability to in-
crease the productivity of such capital
a8 we already have. Differences are
alsp expreased about the proportion
of available savings which should be
invested by the private sector and the
public sectar in the light of their res-
pective responsibllities and ability to
invest the savings profitably. There
is also some question whether consu-
mer goods industry or ompital goods
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industy should receive ™ somewhat

higher priority than in the recent

past,

38, It is not my intention here to
enter into a debate about the pros and
cons of the issues around which differ-
ences and doubts vf the kind that 1
have just outlined revolve. But let
me say that if we have over-estimat-
ed in the past our capacity to save as
a nation or our capacity to securc =
certain return from the capital already
invested, such an over-estimation was,
in part, at any rate, intended as a
spur ty better effort on the part of
all of us. Certainly, in future, we
shall have to be more reaiistic about
what we can do in regard to savings
or the improvement in the efficiency
of cupital over any given period. But
when all the care and caution have
been exercised. we shal] still have to
make an effort to do a little more than
what the prudent among us might re-
gard as the maximum feasible. What
iz involved here are the hopes and
aspirations of millions of our people;
and it simply will not do to assume
that what migh! be good and prudent
for svme of us for some time will also
be gond and prudent for the country
as a whole for all time.

39. 1 de not think that there is also
any scope for doubt about the impor-
tance of industries in Indian economic
development. Under mudern condi-
tion:  even agriculture canno: be
transformed withou! a  corresponding
growth in industries which either sup-
ply the requirements of agricalture
or abscrb ity products. [f we attach
the highest priority to agricultuue in
the present circumstances, it is essen=
tially because of our desire to be self-
sufficient in regard to our food re-
quirements More generally, invest-
ment: in agriculture ar the present
juncture are capable of making a
striking contribution te both consump-
tion ang investment and to an im-
provement in the balance of payments.
This doe: no+ mean. however. that
industrial investment can be held in
abeyvance.
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40. Whether we should make such
invetment ag we make in industry
primarily in consumer goods indus-
tries or in capital goods industries is
also a question which cannot be de-
cided on any g priori grounds. Obvi-
ously, increases in consumplion
provide the ultimate justification for
all developmental activity; and the
tolal volume of consumer goods we
need wil] always be substantially lar-
ger than the volume of capital goods
we require. At the same time, increa-
ses in consumption cannot be sustained
without increasing the level of capital
formation.

41, Perhaps in the past, our invest-
ment decisions have been guided
more by a general consideration of
our long-term needs rather than by a
precise assessment of the relative rate
of return in different activities. We
will need to rely more, over the years
to come, on an anlysis of costs and
benefits in different sectors and to
guide our long-term startegy in the
light of alternative courses of action.
But | have no doubt that, barring
marginal variations from time to time,
the general trust of our developmental
strategy will have to be on & broad
front, comprising a wide range of
agricultural and industrial activity.
Mistukes certainly have been made
ang will perhaps also be made in
future in regard to investment deci-
slong by both public and the pri-
vate sector. But behind the mistakes
and miscalculations that we might
have made, there lay, 1 am sure a
genuine desire to speed up progress,
%0 shart-circuit the process of growth
#o that the trials and tribulations of
our people would be short-lived.
While we should certainly profit from

sltogether irrelevant,
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42. 1 do not suppose that in any
active democracy like ours, there
would ever be complete agreement
about the respective roles ang abilities
of the public and the private sectors.
Both have an impartant role to play;
and I can only say that, over time,
their relative roles will necessarily be
determined by their relative abilities.
Without seeking to supplant the pri-
vate gector, Government is commitied
to an expansion of the publi¢ sector;
and to this end, we shall give the
highest priority to the improvement
of the management and efficiency of
the public sector enterprises already
created.

48. In keeping with the Directive
Principles of our Constitution, Gov-
ernment is fully committed tp the
achievement of a socialist society
within the framework of an actively
functioning democracy. Much has al-
ready been achieved in this connection;
and in the coming months, we propose
to explore all possible avenues to
make sure that whether initiatives
we have taken in this regard are pur-
sued ang implemented with Vigour
and that further progress is made
without impairing the productive effi-
ciency of the economy in general.

Budget Estimates for 1087-68

44. So much for economic policies
both in the short and the long run.
1 shall now summarise briefly the
Budget Estimates for 1967-68 as I now
wish to present them and compare
them with those given in the interim
Budget. But before I do 10, | would
like to refer briefiy to the Revised
Estimates for the year 1966-87 about
which s:me more information is now
available,

48, Honoursble Members wil]l recall
that-1 had stated, when praventing the
interim Budget, that the Cestre’s bud-
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getary operations for 1968-87 were ex-
pected to ghow a deficit of ag much
as Ra. 350 crores. Though full details
are not yet available, I am glad to sy
that the defleit has turned out to be
somewhat smaller than anticipated,
namely, of the order of Rs. 313 crores.
The improvement of Rs. 37 crores is
the result of 3 number of factors of
which I shall make only a general
mention. The receipts from tax re-
venues have been of about the same
order as estimated in the Revised
Estimates; in fact, a shade better.
External asristance has, however,
shown a significant shortfall. But
this hasg been made up by savings
under wvarious items of expenditura.
The foodgrains transactions have turn-
ed out to be betfer than estimated
and this accounts to a large extient
for the reduction in the anticipated
deflicit. The Budget documents repeat
the Revised Estimates as presented
earlier as the actual figureg in most
cases are not yet available.

46. Turning now to the Budget Esti-
mates for the current year, 1 shall
indicate the main changes in the inte-
rim Budget which | presented in
March last, 1 anticipate some short-
fall-in the revenue from Excise Duties
on sugar on account of lower produc-
tion. But I expect that this would be
mad> up under other receipts and
have, therefore, not made any change
in the estimate of Revenue Receipts.

47, As regards foreign aid, Honour-
able Members will recall that I had
provided for the ufilisation of Rs. 835
crores or 1115 million dolars this
Year. Since then, the Ald-India Con-
sortium met in Paris and we have had
further discussions, including those
with the President of the World Bank,
In the interim Budget, [ had already
takten credit for some dishursement
from the 908 million deilars of non-
Pproject
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somz what quicker. On the other
hand, our experience during 1968-87
should warn us against too optimistic
a view of aid disbursements. Taking
everything into account, I have inc-
reased the earlier estimate of foreign
aid utilisation by Rs. 30 crores,

4B. The changrs made by the Rail-
ways in fares and freights will im-
prove the position of their Funds
which are deposited with the General
Revenues by Rs. T crores.

49. Defence expenditure is also pro-
posed to be reduced by Rs. 8 crores.
In the interim Budget, this expendi-
ture was only 3 per cent higher than
in 1988-87 in money terms. The cost
of maintaining defence serviceg and
defence gupplies has gone up over the
past 12 months as a result both of
internal price rise and the change in
the exchange rate. A substantial re-
ducztion in the interbm provision for
defence, therefore, is not possible
Honourable Members are aware that
wg are prepared to explore all pos-
sible avenues of reducing the tension
on our borders ang improving our re-
lations with our two neighbours, Chin
and Pakistan. But as long as these
efforls do not meet with a genuine
response, we cannot allow our search
for economics to come in the way of
the needs of national security. But
consistent with this, it shall be our
endeavour to seek economies in this
a8 in other fields.

50. Since the presentation of the in-
terim Budget, Government has reduc-
ted significantly the fertilizer subsidies
particularly in the context of the
higher procurement prices which are
being offered for foodgrains. This,
together with reduction in the pur-
chase price of fertilizers is expected
to benefit the cu.rent Budget to the
extent of Rs. 51 crores in comparison
with the interim Budget. Further, a
saving of Rs. 7 crores will also be
available in respect of the subsidy on
sugar exports which are likely to g0
down in view of the reduction Iin
sugar output.
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31 I have already referred earlier
to the additional provision that I pro-
pose to make in respect of some of
the items included In the interim
Budget. Assistance to the States is
proposeq to be increased by Rs, 98
crores including Rs. 38 crores for the
scarcity affected areas. [ have also
.allocatcd an additional Rs. 45 crores
for the Central Plan, over and above
the provision of Rs, 1176 crores made
in the interim Budget, Of this, Rs. 14
-crores are for Transport, mainly roads,
ports and shipping, Rs. 6 crores for
‘0il exploration and Reflning Rs. 35
crores for Bokaro Steel Plant, Rs. 4
crores for the Union Territories and
Rs. 3 crores each for Atomic Energy,
Posts & Telegraphs and Family Plan-
ning. The rest of the provision re-
lateg to Education, Heavy Industries.
Khadi and Village Industries. Chemi-
<cals and Tourism,

Mobilisation of resources

52. In the Budget Estimates that 1
have just presented, the availability of
resources will be higher by Rs. 101
crores and expenditures by Rs. 143
crores in relation 1t the interim
Budget. | should, however, explain
that I have chosen on this occasion, for
reasong of security, to mention some
of the facts in Part B of the Budget
“Speech only.

53. Op the expenditure gide, I huve
not 5o far provided anything additin-
nal for assistance to the financial insti-
tutions. In the interim Budget, a pro-
wvision of Rs, 30 crores was made for
this purpose. This is sufficient for
enabling these institutions to honour
all their existing commitments as well
as to meet disbursements on now
commitments in réspect of the priority
wectors of fertilizers, alloy and tool
steel and the like. However, some
additionel provision for thesc Institu-
tions ig necessary if they are to play
® reasonable part in supporting pri-
vate investment activity and thereby
helping the revival ot the investment
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g00ds industries. I, therefore, propose
to provide an additional sum of Rs. 10
croreg for the financial institutions. In
a Budget of this magnitude, it is also
necessary to make a provision for con-
tingencies, Taking account of all the
considerations, 1 estimate that the defl
cit of the Centre, without any further
mobilisation of resources, would be of
the order of Rs. 68 crores.

54. By far the best way of mobilis-
ing resources is to economise on Gov-
ernment expenditure without sacrific-
ing cfficiency. [ have already set in
motion a thorough examination of the
expenditure patterns of all Central
Ministries.  Already, some decisions
have been taken which will reduce the
strength of my ovwn Ministry. Similar
decisivns in respect of other Ministries
will be announved as they are taken.
In respect of Government projects, the
Bureuu of Public Enterprises will keep
a constant watch in order to secure
grnuine economies, 1 do not propose,
however, to take any credit at this
stage for deduction in Government
expediture ax & Tesult of the economy
drive that I propose to pursue vigor-
ously, In matters like this, it is best
to take credit for success only when
success has already bern arhieved.

55, Beiler collection of cexisting
tuxes is also an important and indeed
most equitable wuy of muobilising
additional resource=. This is a conti-
nuing programmc where constant
endeavaurs have ty be made to im-
prove tax administration as well as
tax laws. In this conneotion, we have
been experimenting for some time
with 3 new system of distribution of
work in the Income-ltax Department.
Under this system, particular functions
such as those assessment, cojlection,
refunds ctc., are performed by the
Income-tax Officers specifically entrus-
ted with these functions. This experi-
ment has shown encouraging results.
To facilitate the extension of the fune-
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(d) The present

from their taxable income the
whaole of the dividend income
received by them from Indian
companies. This should en-
courage equily investmenl
by tax-payers in the lower
and middle income groups.
The revenue loss of this mea-
sure is estimated at Rs 150
crores.

limit of ‘the
amount of approved savings
in life insurance, Government
and reco(muﬂ provident
funds and cumulative timo
deposits in Posy Offices, which
qualify for lax relief in the
cese of individuals and Hindu
undivided families, is propos-
ed to be increased from 25
per cent of the totsl income
to 30 per cent of the total in-
come. The monetary limits
of Rs. 12,500 in the case of
individuals and Rs. 25,000 in
the case of Hindu undivided
families will also be raised,
simultaneously, to Rs, 15000
and Rs. 30,000 respectively.

(e} Given our present neeq for

resources, | have found it
necessary (o continue the An-
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minor—that [ propose to give in res-
pect of corporate taxation:

(b)

(e)

about Rs. 18 lakhs.
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(d) The existing tax law has cer-
tain features which inhibil de-
sirable amalgamations of com-
panies by attracting certain
liabilities on such amalgation.
Merging of uneconomic units
is desirable in order to im-
prove productivity and realise
economies of scale. I propose
to facilitate this process by
removing the existing disabi-
lities in the matter in the law.

(e) The progress in resettlement
of displaced persons from East
Pakistan ang repatriates from
Burma, Ceylon and certain
East African countries has
been painfully slow. To sup-
plement the cfforts made in
this direction by the State
Governments, it is proposed,
subject to some conditions, to
allow industrial units employ-
ing such displaced persons
and repatriates to deduct 50
per cent of ltheir profits in
somputing their taxable in-
“ome.

(f) 1 also propose to provide cer-
tain tax concessions to indus-
tries damaged or destroyed by
cnemy action or by natural

calamities,

In order "o promote scientific
research in our country I pro-
pose to enhance the rate of
development rebate on
machinery and plant installed
for scientific research after
the 31st March 1967, from the
existing general rate of 20 per
cent, to the priority rate of 35
per cent. Further, the whole
of the capital expenditure in-
curred after the 318t March
1967 on assets useq for scien-
tific research will be allowed
as g deduction in the year in
which it is incurred.

61. The conbined effect of the varioug
concessions in direct taxes that I have
listed will be a reduction in revenue
of about Rs. 5 crores in a full year. I
do not propose, however, to take any
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debit for this item as a reduction in
revenue of this order should be made
up by better tax collection assisted
by the proposed extension over a
wider area of deduction of taxes at
source.

950

62. In addition to the changes in
direct taxes which I have described, a
few gther changes are proposed in the
Finance Bill which are intended either
to continue the existing concessions
or to clarify the intentions of the pre-
sent law. I do not propose to descrihe
‘these here as they are set out in detail
in the explanatory memorandum on
thz Finance Bill

63. Some time back Government
appointed Shri S. Bhoothalingam,
formerly Secretary, Ministry of Fin-
ance, as a one-man Committee for
recommending measures for simplify-
ing and rationalising the existing
structure of direct and indirect taxa-

tion. Shri Bhoothalingam recently
submitieq his first interim Report,
which relates exclusively to direct

taxce narticularly income tax. Copies
of this Report will be made availabla
to Honourable Members as soon as
possible. Apart from simplification
and rationalisation, ‘the Report also
suggests g reconsideration of some of
the policy aspects of the present tax
structure. In a sensr, major modifi-
cations in the tax diructure should not
be made in one area, without examin-
ing similar suggestions for application
to other areas. It is also desirable
that on substantive issues, 'this Hono-
urable House, expert public opinion
and people at large should have zn
opportunily to express their views
before Government makes up its mind.
I propose, therefore, to publish also
the subsequent reports of  Shri
Bhoothalingam. It is my intention
that the publication of these reports
will provide an occasion for Parlia-
ment and for others to discuss some of
the basic aspedts of the ‘tax structure
so that it can be put on a sound and
progressive basig as soon as possible
It is for this reason, quite apart froru
the difficult financial situation in the
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currem: year, -that 1 have decided to
restriet my proposals for modification
in tha direct tax structure. to a mini-
mum. 1t ig my intention, however, to
introduce gven in the pressent Budget
some of the measures of rationalisation
and simplification which havg been re.

commended In the interim Report.

64. One of the mein recommenda-
tions is that changes in the tax laws
and rates of taxation should be applied
prospectively to current incomes. The
existing practice of applying the rales
of tax to incomes alresdy earned in
the past year, which has been follow-
ed over a long period of years, ls not
sound In principaie. The annual Fine
ange Acty not only prescribe rates of
tax but often provide incentives ur
disincentives in various directions.
Such incenlives or disincentives can
obviously be meaningful only if they
are applied prospectively. Apart from
this considersion, it stands to resson
Unst ine tax-payer should know be-
fore hang his tax liability for any
given income year. 1 propose, there-
fore, to apply the severa] measures for
making changes in the tax laws as
also in the tax rates, prospectively, to
current Incomes which will fall due
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donationg, Donations to the

mention here, At
present, tax is withheld at source in
the case o¢f Indian residents out of
their income <onsising only of sala-
ries, interest on securities, or divi-
dends. In order to improve gnd speed
up the rollection of tax, it Is proposed
lo extend, in the oase of residence, the
requirement of deduction of tax st
source L0 interest on gdeposits, loans or
other borrowings as well as to fees
for professional services and brokerage
and commission paysble by banks,
companiey ang other organised entities,
However, in order to avoid hardship,
certain exemptions are being provided.

18 hrs.

Posts and Telegraphs

67. As the House is aware, the Postal
and Telegraph Branchey of the Posts
& Telegraphs Department have been
working st a loss. Most of the ser-
vices we provide on the Postsl side



in the telephone tariffs is expected to
amount Lo Rs. 1,53 crores.

B88. The proposed changes in the
Potal, Telegraph and Telephone rates
will nat come jnto effed: immediately.
The dates from which they will be
operalive will be notified later.
These changes will yleld Rs 4.44
crores in a full year and Ra. 3 crores
in the rest of the rurrent year. As,
however, the Post: and Telegraph Re-
venue is nok now cxpected to ¢o ne
uplo the interim Budget Estimate, [
am iaking credit for an additional Rs.
1 crore vnly on this gocount,

Excise ang Customs

89. I turn now (0 my proposals in
regard to Unlon Excise Duties. The

;i
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economy by any further increases in
import duties. It is, therefore, inevit-
able that I should essentially increase
the Unjon Excise Duties for raising
additional revenues in order ip balance
the Buaget after allowing for the
effect ot Lhe redudlion in export duties.

70. I have, however, endeavoured
to adjust excise duties in such a way
that apart from raising additional re-
sources, these adjustments will be con-
sistent with the requirementy of the
current economic situation. Thus, in
the main, I have endeavoureq to in-
crease duties on those items where (a)
it is Yy 10 exercise some res-
traint on domestic consumgtion in
order to augmen: ¢Xport sarnings. or
{b) where high profits are made by
industry and ‘rade at present or (c)
where some increase ip priceg cannot
be considered socially undesirable. In
particular, | have sought to ensure
that prices of essential consumer goods
are not affected and that the demand
for those indus:ries which are already
saddled with considersble excess capa-
city is not further depressed. Alto-
gether, additional excise duties are
proposed to be levied on only g limited
range ol selected i‘ems so that the
price situation is not disturb:d at many
points. This explains in part the size-
able increases that I propose in a few
cases.

7). 1 propose to raise 1he excise
dutics on coffee and ‘€a o that Lhe
intrrnal consumplion of these is res-
tra:ned and more gquantities are made
available for export. These increeses
will vield a revenue of Rs. 8.40 crores
in g full year without taking into
account the revenue loss from reduc-
vion in the export duties on tea to
neutralise the effect of the higher

higher priced tras from Zones I, IV
and V Similarly, the incresse on ﬂ:
cheaper Robusta or Liberia variety
coffee is less than on superior warle
tieg \ike Arablea
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72. Another export item on which I
propose tp increase tha duty iz jute
manufectures. The existing basic ex-
cise duties on hessians and other jute
manufscturey which are Rs. 250 and
Rs, 133 per tonne respectively are be-
ing raised to Rs. 375 and Rs. 175 per
tonne. The effect of this will be
an additional revenu, of Rs. 3.00
crores annuelly. As usual, the duties
will be rebated on export shipments.

73. As for tea exponis, the effect of
higher excise duties on exports will
be neutralised by 2 reduction in ox-
port duties by 24 paise per kilogram.
While this will fully offset the burden
of th: excise duty incresse on the
higher priced varieties, the inferior
teas from Zones | and II will have a
slight edge over the othery as the ex-
port duty reduction in their case will
exceed the excise duty increases
While making this reduction in the
expor. duty, the rate schedule is also
being simplified and rationalised o
obviate the practical difficulties in the
present sysiem of levy. The effect of
the reduction proposed will be a loss
of Rs. 4.88 crores annually so that in
‘he net Rs. 3.72 crorea would be realis-
ed from tea gnd coffee in a full year.

74. 1 propose 1o re-impose the duty
un footwear and parts which have a
good export poiential. This duty was
withdrawn by an exepmtion 23 a part
of the Budge: proposals of February
1983, As before, footwear made with-
out the aid of power or in smail power
operated nts will continue
Yo be exempted. Thiy proposal will
yvield an additional revenue of Rs 275
croves annually.

78, It is necessary aiso to restrain
the imcreasing consumption of ciga-
reftes which cuts into the exportable
swrplus avsilable of cigaretie tobacco,
1w importan fortign exchange earner.
1. therefors, propase 1o raise substan.
tially -the duties on digarettes which
would ymid A revenus of Hs. 2050
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more than on the chesper wvariethes.
Sorae incresse has been proposed wiso
on cigars and cheroots, tha yield from
which wil] be about one lakh of rupees,
1 1eaiise that the increase proposed is
high. Sut Honourable Members and
otheis cun &t least escape lts incidence
by .educing consumption and thus
perhape prolonging their lives in ithe
bargain,

76. Honourable Members will recall
that at the time of devaluation, ax-
cise and customs duties on petroleum
products were adjusted in such 5 way
as to avoid any increase in thelr price.
This step meant a considerable loss of
revenue for the Government and was
in fact uy par with the subsidies given
on foodgrains and fertilizers at the
timz for the samg purpose. Subsidies
'on fertilisarg have already been reduc-
el 1 see no reason why the prices of
some of the petroieum products also
should not be allowed lo rise, reflectmy
the effea. of devalustion. | propoee,
therefore, 10 increase the basic excise
duty on motor spirit’ from Rs. 451.03
per kilo'itre to Rs 550 per kilolitre
and on reflned diesel and vaporising
vils from Hs 441.05 to Rs. 461.05 per
kilolitre. The excise duty on petro-
leum producis not otherwise specified
15 also proposed to be incr d from
10 per cent ad valorem to 20 per cent
ad valorem. These increases on mine-
~al oil products will yield a revenue
>f Rs, 25.80 crores annually. Honour-
able Members would note that these
changes will not result in any increase

is also marginal—of the
order uf 2 paise per litre.
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ad valorem which will yield an addi-
tionsl revenue of Rs. 45 crores
annually,

T8. Production of rayon and synthe-
tic ibres and yarn has increased and
the margin ot profii on these is also
high. 1, thcrefore, propose to make a
substantial increase in the excise
duties. The increase on celluiosic
fibres and yarn, such as viscose rayon
and scelate rayon will be lower than
the increases proposed on noncellulo-
sic fibres gnd yarn, such as polyester
fibre and nylon yarn. The effect of the
increases proposed will be an aoditio-
na] revenue of Rs, 22 croreg annuaily.

from Rs. 30 to Rs. 950 per tonne, un

axiruded shapes and sections are also
baing ruiseq from 10 per cent to 20 per
cent ad valorem. These changes will
bring in an additional revenue of Ra
10.98 crarey annually,

80. It s my expe tation that in the
case of aluminium, rayon and synthetic
fibres, it should be possible for pro-
ducers 1o absorb the increase in the
ise duties without any increase in
prioes cherged to consumers. In
svent, producers of these products
not be allewed to increase their
prices without prior consulta-
with the Gevernment. If, on exa-
it is found that the pdditiona;
dulies cannot be absorbed by
ucers without a chaage in the price
{0 conswmers, we shalt be pre-
appropriate remedic’
R is our intention 12
to the maximum ex-

of higher
absorbaed in the

i};{}#%iié&i!
ik

i
)

;
]
|
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profits made at present by produccrs

and dis:.ributora,

81. The presen: structure of excise
on cotton textiles allowg such = high
margin of prefercnce to powerlooms
that it encourages tax avoidance. This
has been pointed aut by two successive
Committees. 1 propose, therefore, to
raise the excise duty op cotton twist,
yarn and thriad which go into the
production of fine and superfine fabrics
in the powerloom sector. The increase
will be mostly on sized yarn cleared
in the form vuf sized beams required
for weaving in the powerloom facto-
ries. Rates of duty on sized yarn of
fine and superfine counts gre proposed
lo be raised in such a way that the
margin of difference in the excise duty
belween power.oom and mill-made
grey fabrics of fine and superfine
varieties is narrowed sufficiently.
These changes will, however, not affect
the handloom sector as the duty on
hank yarn js not bring raised. The
duty on mill fabrics will also remain
unchanged, as the increase ip the yarn
compounded duty iz being offset by a
ponding reduction in the grey
tabric duty so that the cumulative
effect leaves the duty on fine and
superfine grey fabrics unchanged. The
effect of these changes will be an ad-
ditional revenue of Rs '7.80 crores
annuallty,

COrT

82. The only new item on which
excise duty is proposed to be imposed
this year is rubber plping, tubing and
belting. These arp being added to the
itemm of rubber products like Jlatex
foam sponge and tread rubbzy which
are already excisable. The proposed
basic excise duty on these new rubber
products will be 15 per cent ad valo-
rem which will yield an additional
revenue of Rs. '1.98 crores annually.

83, Special excise duties will eontinus
1o be levied gt the existing rates sub-
ject to modifications consequent on the
cranges proposed in the basic exvize
duties vutlined earlier. The prevision
for levy of reguiatory excies duly: in
the same manner 3 in secfion 8. ot
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the Finance Act, 1966 is being conli-
nued though there will be no levy of
this duty at present.
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84. The total effect of all the pro-
posed changes in the excise duties
will be an additional revenue of Rs.
115.52 crores in z full year out of
which Rs. 2298 crores will go to the
States,

85. I have not proposed any increase
in the impor: duties. But wherever
excise duties have been increased or
modified, the countervailing duties on
imported goods equivalent to such in-
creases will be%chargeable in addition
to the existing duties. In the case of
imporiied aluminium ingots and wire
bars, the increase in the countervail-
ing duty will not be to the full extent
of the excise duty increases but will
be lower by Rs. 400 per tonne. The
increases in countervailing dulties will
vield an additional revenue of Rs. 7.33
crores annually.

86. I have already discussed earlier
the reductions in export duties. Tak-
ing intp account the loss of Rs. 19.01
crores annually under these items and
the increases on account of counter-
vailing du‘ies 'the net loss of customs
revenue would be Rs 11.68 crores in
the full year. Taking excise quties and
customs duties together, the total
additional revenue in the full year will
be of the order of Rs. 103.84 crores
of which Rs, 2298 crores will go
to the States and balance will accrue
to the Centre. However, during
the current year, the changes in
customs and cxcise duties will apply
not for the full year but only for a
ittle over iten months. During the
current year, therefore, the additicnal
revenue gceruing to the Centre will be
of the order of Rs. 68 crores. Changes
in posts and telegraph rates will bring
in Rs. 1 crores. The additional reve-
nues of abouw: Rs. 69 crores will more
than cover the initial deficit of Rs. 68
crores.  Essentially, therefore the
Budget that 1 am presenting now is a
balanced one. Honourable Members
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would also note that in addition to
the substantially larger resources made
available to the States from the Cen-
tral Budget, the Siate Governments
will benefit substantially to the extent
of almost Rs. 20 crores by the taxation
proposed here,

87. 1 am well aware ithat I have
bzen able to balance the Budget pri-
marily by keeping the Plan outlays
strictly in check. The provision for
the Plan in the Budget, for Central
schemes, assistance to the States and
to the financial institutions taken te-
gether, is not materially differecnt from
the level of the first year of the Fourth
Plan. At 5 time when essential con-
sumer goods are ip short supply and
when it is difficult to reduce subsidies,
I could not have provided more for the
Plan without jeopardising the chances
of restoring price stability. Consider-
able restraint hag also been exercised
in regard to non-Plan outlays at the
Centre, the bulk of which relate to
interest paymenits which are contrac-
tual gbligations and to defence.

88. To those who may have been
looking forward to sizeable reductions
in taxation, I will say only this. As
long as we in this Honourable House
remain responsive to the needs and
aspiraltions of the poor and the down-
trodden, there will always be need for
the Government, no matter what its
persuasion, to command 5 growing
volume of resources from year to year.
Some of the resources available to the
Government at present, such as the
counterpart of PL 480 supplies of food-
grains etc., should not and inaeed can-
not continue for long. Before giving
any tax concessions, therefore, T would
like to be doubly sure that there is at
least a resonable chance of such a step
contributing to larger revenues by
stimulating activity or savings in gen-
eral. Under the present circumstan-
ces, T see no clear prospect of this; but
we will explore all possible avenues
of puliting our tax structure on a
sound, stable and progressive Dbasis.
My main justification for the select-
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ive but sizsible incremses in excise
dudes is thut those are necissary in
the interest of exports and for avoid-
ing too deep a cut in Plan outiaye.
Indeed, even as it s, I do not feel
happy 2bou. nol being able to pro-
vide more for the Plan than we did
last :war. That is why we propoie to
pursue a more positive policy of en-
couraging public and private ‘nves-
ment activity as  soon as tha basie
supply position In the country im-
proves,

89. In the meanwhile, 1 can only
hope that this Budge: will coniribute
to the restoration of g climate of stabi-
lity which is so essential for sound
and sustained growth. We are deter-
mined also 0 redouble our efforts to
provide a clean and efficlent dmin-
Istration. I have every confidenze
that st this eritica]l juncture, al] sec-
tions of the community—farmers, wor-
kers, businessmen and leaders of pub-
lic opinion—will give of their best g0
tha* the snell of stagnation which
has been upsn us for more then two
years now ix lifted and we begn ta
move forward once again to gur cherls
shed goals.

;

FINANCE (No. 2) BILL*
197

financial proposals of
Government for the
1967-88.

Mr. Speaker: The question is:

*That leave ba granted tp intro-
duce a Bill to give effect to the
financial proposaly of the Central
Government for the financial year
1067-88".

The motion was adopted

Shry Morarji Desal: 1 introducet
m.gm.

18.26 hre.

The Lok Sabha then adjourmeq iill
Eleven of the Clock on Fridey May,
26, 1067/Jyaistha B, 1889 (Saka).

“Published 1n Gazette of Indls Ex traordinary, Part II, section 8 dated
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