
 7  Re.  Privy  Purses
 (Mr,  Speaker]
 now  clarifying  the  whole  position  or  later
 on.  Itis  upto  him.  So  faras  the  Budget
 is  concerned,  it  will  come.  So  far  as
 Haryana  is  concerned,  itis  a  question  that
 can  be  considered  at  the  next  meeting  on
 Monday,  if  a  regular  motion  is  brought  to
 convince  me.  How  can  it  come  up  before
 the  House  today  ?  After  all,  this  is  nota
 question  purely  political  between  party  and
 party  Ik  is  a  question  between  5
 legislature,  and  a  legislature  Also,
 lot  of  censtitutional  background  has
 been  there  against  this.  If  we  start  discu-
 tsing  each  other's  decision  and  conduct
 every  tine  and  questioning  them.  how  far
 can  wedoit  ?  This  is  a  subjectto  be
 ttudied,  You  may  kindly  send  your  motion.

 at  ag  लिमये  :  यहां  पंजाब  की  चर्चा  हुई
 है,  मध्य  प्रदेश  की  चर्चा  हुई  है  संविधान  की  हत्या
 होते  के  बाद  ।  इस  सदन  को  चर्चा  करने  का
 अधिकार  है

 को  भंवरलाल  गुप्त  :  इस  में  डिस्करीमिनेगन
 महीं  होना  चाहिये।  जब  यहां  पर  पंजाब  बौर
 मध्य  प्रदेश  की  चर्चा  हो  चुकी है,  तब  इस  में
 बया  प्राप़्ति  हो  सकती  है  t

 MR,  SPEAKER  :  You  may  kindly  send
 your  motion.  Then  [  will  see.  |  request  you
 to  apply  your  mind  (/aterruprion)

 SHRI  KANWAR  LAL  GUPTA  rose-

 MR,  SPEAKER  :  Mr.  Kanwar  Lal
 Gupta.  what  a  bad  habit  you  have  deve-
 loped  7  [  would  request  you  to  look  imto
 the  rules  and  the  Constitution.  Please  look
 into  the  rules  against  this  background,  If
 you  bring  up  anything  which  appears  rea-on-
 able  to  me  I  will  certainly  have  it,  Now,
 I  only  request  this  After  all.  we  are  to
 sit  for  three  long  months.  [  had  a  regular
 medical  check-up.  [am  all  right,  But  you
 must  be  kind  to  the  Chair  and  not  keep  the
 Chair  always  on  the  nerves.  As  a  human
 being  [an  worried  about  your  health  also.
 Don't  get  excited;  take  in  the  normal
 manner,  in  the  normal  way.  Shan  Chavao
 will  make  a  statement.

 THE  MINISTER  OF  HOME  APPAIRS
 GHRIY  B  CHAVAND:  Mr,  Sazaker,
 Bir,  very  nuturally,  a  pot  has  been  rai-
 aod  and  J  would  like  to  clarify  Govern.
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 ment's  position  about  the  steps  to  be  taken
 about  the  Privy  Purses,  (afer  uption)  I  had
 made  it  clear  here  on  more  than  one  occa-
 sion  that  Government  had  decided  to  abolish
 privy  purses  and  privileges  of  Rulers  of
 former  Indian  States  as  these  were  incom
 patible  with  an  egalitarian  social  order.  I
 had  also  said  that  details  for  giving  effect
 to  the  decision  of  Government  were  being
 worked  out.

 Since  the  Resolution  was  adopted  in
 the  other  House,  we  have  had  two  discu-
 ssions  with  the  representatives  of  the  Rulers
 during  which  |  have  made  it  clear  that  it
 was  the  intention  of  Government  to  bring
 forward  necessary  legislation  in  the  Budget
 Session  of  Parliament  this  year  for  the
 abolition  of  Privy  Purses  and  privileges  and
 that  some  transi  |  arrang  ts  were
 being  examined  to  enable  the  Rulers  to
 adiust  themselves  to  changed  circumstances.

 In  this  Addresi  to  Parliament  on  the
 20th  February,  the  President  has  announced
 the  decision  of  Government  to  abolish
 Privy  Purses  and  privileges  and  to  introduce
 legislation  to  give  effect  to  this  decision.
 With  this  authoritative  statement,  a  decisive
 step  has  been  taken  towards  the  implemen-
 tation  of  the  Resolution  passed  by  the
 other  House,

 Sir,  I  have  only  to  add  that  the  nece-
 ssary  legislation  will  be  introduced  in  PBar-
 liament  in  the  current  session.

 MR.  SPEAKER  :  The  Prime  Minister.

 17.18  brs.

 GENERAL  BUDGET,  970-7I

 THE  PRIME  MINISTER,  MINISTER
 OF  FINANCE.  MINISTER  OF  ATOMIC’
 ENERGY  AND  MINISTER  OF  PLANN-
 ING  (SHRIMATI  INDIRA  GANDHI)  :
 Sir,  |  rise  to  present  the  Butget  for  the
 year  (970-7i.  The  annual  Budget  is  the  most
 important  instrument  through  which  we
 imple  our  Pians  for  deve-
 lopment.

 2.  Before  I  proceed  to  delineate  tho
 broad  features  of  our  present  economic
 situation  and  of  the  Budget,  |  should  rn  like
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 to  spell  out  briefly  the  main  ingredients  of
 Governments  approach.

 3.  It  is  generally  accepted  that  social,
 economic  and  political  stability  is  not
 Possible  without  the  growth  of  productive
 forces  and  the  ation  of  ional
 wealth.  Also,  that  such  growth  and  increase
 in  wealth  cannot  be  sustained  without  due
 tegard  to  the  welfare  of  the  weaker  sections
 of  the  community,

 4.  Therefore,  it  is  necessary  to  devise
 policies  which  reconcile  the  imperatives  of
 growth  with  concern  fur  the  well-being  of
 the  needy  and  the  poor.  Measures  have to  be  devised  which.  while  providing  wel-
 fare,  also  add  momentum  to  productive
 forces.  Any  severance  of  the  vital  link  bet-
 ween  the  needs  of  growth  and  of  distri-
 butve  justice  will  produce  stagnation  or
 instability.  Both  must  be  avoided.

 5.  The  provision  of  adequate  employ-
 ment  opportunities  is  not  just  a  welfare
 measure.  It  is  a  necessary  part  of  the
 Sirategy  of  development  in  a  poor  country
 which  can  ill-afford  to  keep  any  resources
 anutilised  of  under-utilised.  Greater  atten+
 tion  to  dry  farming  areas  is  not  merely  to
 avoid  inequalities  in  the  rural  areas.  It  is
 also  an  essential  part  of  any  programme  to
 echieve  sustained  increases  in  agricultural
 ‘production.  Encouragement  to  small  enter-
 prises  and  to  new  entrepreneurs  is  vital
 to  build  up  ‘ial  and  entrep  ial
 fatent  which  is  all  too  scarce  today.
 Without  some  restraint  on  urban  land  values
 aad  individual  ownership  of  urban  property
 we  dequately  develop  housing  and
 other  aminities  necessary  to  wrest
 Maximum  benefit  from  the  vast  productive
 investments  already  made  in  our  over-
 ‘crowded  towns  and  cities.  The  k

 sit  हुकम  चन्द  कछवाय  (उज्जैन)  :  मेरा
 भी  व्यवस्था  का  प्रश्न  है।  हम  बजट  स्पीच
 सुनना  चाहते  हैं  लेकिन  यह  यंत्र  काम  नहीं.  कर
 रहा  है,  हिन्दी  में  कुछ  भी  सुनाई  नहीं  पड़  रहा  है।

 SHRIMATI  TARKESHWARI  SINHA
 (Barh):  Sir,  as  Menbers  we  hive  a  right
 to  hear  the  spgech  in  the  |  for
 which  facilities  have  been  provided,  What
 is  wrong  with  it.

 MR.  SPEAKER  :  There  should  be  oo
 interruptions  like  this.  If  lt  have  to  leave
 the  chair  to  get  it  corrected,  who  wil!  pre-
 side  here  ?  Something  has  gone  wrong
 with  the  Hindi  translatiun  machine  and
 they  are  trying  to  work  it.  Let  bon,  Mem-
 bers  be  calm,

 भरी  प्रकाश  बोर  शास्त्री  (हापुड़  :  यह
 हिन्दी  के  मामले  में  बाप  की  मशीन  रांग  क्‍यों
 हो  जाती  है  ?

 SHRI  VIRENDRAKUMAR  SHAH
 (Junagadh):  Ona  point  of  order.  IT  want
 to  know  whe  her  copies  of  the  Budget
 speech  have  been  given  to  the  press  gallery
 even  before  it  is  read  out  here  7

 श्री  हुकम  चन्द  कछवाय  :  यह  हिन्दी  में
 नहीं  झा  रहा  है।  मैं  बजट  स्पीच  सुन  नहीं  पा
 रहा  है  |  इस  के  विरोध  में  मैं  बाहर  जा  रहा
 a

 (Shri  Hukam  Chand  Kachwal  then  left
 the  the  Howse)

 SHRIMATI  INDIRA  GANDHI  ;
 6  Economi  di  in  the  ry  at

 sections  of  the  society  are  also  the  greatest
 source  of  potential  strength.  We  cannot
 provide  for  all  the  urgent  needs  of  society
 with  our  limited  resources,  But  a  balance

 has  to  be  struck  between  outlays  which  may
 be  immediatels  productive  and  those  which
 ‘are  essential  to  create  and  sustain  a  social
 and  poli  ical  framework  which  is  conduc-
 tive  to  growth  in  the  long  rua.

 शौ  मौ लहू  प्रसाद  (बास गांव)  :  प्रत्यक्ष
 महोदय,  व्यवस्था  का  प्रश्न  है  ny  यह  बजट  स्पीच

 Present  permit  and  indeed  require  a  more
 vigorous  effort  to  simulate  growth.  During
 1969-70,  the  first  year  of  the  Fourth  Plan,
 there  is  every  likelihood  of  achieving  ap
 over-all  rate  of  growth  of  5  to  5$  per  cent.
 The  modernisation  of  Indian  agriculture  ia
 well  on  its  way;  and  it  has  Jed  to  8  subs-
 tantial  recovers  in  industrial  production.
 There  has  been  a  welcome  increase  in
 foreign  exchange  reserves:  and  the  general
 level  of  prices  over  the  past  two  years  has
 been  relatively  stable.  At  the  same  time,  it
 is  necessary  toset  up  new  capacity  in  &

 er  fet  में  सुन  नहीं  पा  रहे  हैं  mber  of  fields  in  order  to  sustein  growing



 it  General  Budget  I970-7!
 {Shrimati  Indira  Gandhi]
 levels  of  consumption,  exports  and  employ-
 ment.

 7.  If  the  opportunities  for  growth,  which
 are  mw  available,  are  to  be  seized  fully,
 the  Central  and  State  Governments  must
 make  adequate  provision  for  developmental
 outlays  in  the  coming  year.  Private  invest-
 ment  in  agriculture,  small  industry  and
 construction  has  been  buoyant  for  some
 time  now:  and  there  isa  revival  of  interest
 in  inve  in  organised  industry.  A
 decisive  increase  in  Plan  oitlay  in  the  pub-
 lic  sector  will  also  stimulate  productive
 investment  in  the  private  sector.

 है,  Apart  from  providing  for  a  sgnifi-
 cantly  higher  Plan  outlay,  the  Budget  for
 1970-7),  makes  special  provision  for  a
 gumber  of  sch  which  bine  an
 element  of  social  welfare  with  future  growth
 potential,

 9.  It  is  with  this  positive  approach  to
 the  preblems  of  growth  with  stability  and
 ebcial  justice,  that  we  have  sought  to  give
 new  emphasis  and  a  new  sense  of  urgency
 to  econmic  policy  in  recent  months,  The
 nationalisation  of  banks,  for  which  there
 is  overwhelming  support  in  this  Honourable
 House  and  the  country  at  large.  will,  |  am
 sure,  be  soon  put  on  a  stable  footing.  The
 Monopolies  Act  and  the  decisions  that  the
 Government  hate  already  taken  in  the  light
 of  the  recommendations  of  the  Industrial
 Licensing  Policy  Inquiry  Committee  should
 belp  to  avoid  the  concentration  of  economic
 power  and  provide  encouragement  to  small
 and  new  entrepreneurs,  At  the  same  time,
 well  established  industrial  companies  will
 be  able  to  participate  in  the  core  scctor

 Pebrudry  28,  ‘170  General  Budget  7970-77  77

 10,  According  to  Revised  Estimates,
 the  deficit  at  the  Centre  for  1969-70,  is  now
 estimated  to  be  Rs.  2990  cores  as  against  the
 Budget  Estimale  of  Rs.  254  crores.  The
 transfer  to  State  Governments,  on  account
 of  their  share  in  Central  taxes  and  duties,
 has  increased  by  Rs,  104,  crores  over  thé
 Budget  Estimates,  largely  89  a  result  of  thé
 Finance  Commission’s  award.  A  substantial
 provision  of  Rs.  275  crores  by  way  of  non-
 Plan  assistance  to  the  States  had  also  to  be
 made  so  as  to  enable  them  to  carry  out  their
 Plan  programmes,  Asa  reszit  of  continued
 decline  in  imports,  the  collection  under
 import  duties  and  disbursements  under
 external  aid  are  not  likely  to  come  up  to
 Budget  Estimates.  On  the  other  hand,
 collections  under  income-tax  and  non-tax
 fevenues  and  receipts  from  market  loans
 will  be  larger.

 ll.  Since  several  States  continue  to
 have  gaps  in  resources,  it  would  be  prudent
 to  provide  in  advance  for  special  assistance
 tothem.  Accordingly,  it  is  proposed  to
 provide  Rs.  5  crores  in  the  Budget  next
 year  lo  cover  the  gaps  in  the  resources  of
 certain  States  since  otherwise  it  would  be
 difficult  for  them  to  undertake  worthwhile
 Plan  programmes.  Provision  for  Plan
 assistanceto  the  States  is  also  being  increased
 from  Rs.  65  crores  this  year  to  Rs,  635
 crores  next  year.  If  State  Government's
 are  able  to  raise  additional  resources  and
 keep  a  careful  watch  on  non-Plan  expendi-
 ture,  it  should  be  possible  for  them  to
 increase  their  Plan  outlay  from:  roughly
 Rs.  950  crores  this  year  to  about  Rs.  1150
 crores  next  years,  i.  ८,  an  increase  of  the
 order  of  20  percent.

 12  It  is  proposed  to  raise  Central
 Plan  outlays,  including  those  on  Centrally

 dnd  in  industries  with  export  ori
 It  has  also  been  decided  that  Government
 fs  well  as  financial  institutions  should

 special  ibility  to  promote
 industrial  dev  in  selected  backward
 areas,  The  Fourth  Plan,  as  it  is  now  being
 revised,  will  take  particular  care  to  look
 after  some  of  the  wuraent  socioeconomic
 requirements,  such  as  the  development  of
 wuitable  techniques  for  dry  farming  areas,
 $reater  employment  opportunities  fur
 fandiess  labour,  the  adequate  supply  of
 -drinking  water  and  the  improvement  of
 ‘urban  environment  in  many  of  our  conges-
 ted  =metropolitan  areas,

 sored  schemes,  from  Rs.  1223,  crores.
 this  year  to  Rs,  4]  crores  next  year,
 i.  o.,  by  roughly  I5  percent.  The  Centre's
 Plan  next  year  provides  Rs.  39  crores  more
 for  agriculture  and  allied  programmes,
 Rs.  84  crores  more  for  transport  acd
 communications,  Rs,  3]  crores  more  for
 Power  and  Ra.  28  crores  more  for  social
 services,  including  family  planning,  The
 Plan  outlay  of  the  Union  Territories  is
 also  being  augmented  form  Rs.  66  crores
 to  Rs.  76  crores,

 2B.  Taking  the  Centre,  States  and  the
 Union  Territories  together,  the  Plan  outlay will  increase  from  Rs,  2239  crores  in  1969-30-
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 “to  Rs,  2637  crores  in  970-7I,  |  €.,  by  about
 Rs.  400  crores.  At  this  slage,  this  represents
 S  substantial  effort  to  accelerate  the  pace
 of  development.  In  addition  to  the  Plan
 Provisions  made  in  the  Budget,  institutional
 finance  to  assist  industry  and  agriculture
 will  also  be  mobilised  on  a  larger  scale  next
 year.  With  the  considerable  step  up  in
 Plan  outlay  and  the  increased  provision  of
 institutional  finance,  there  should  be  signi-

 ‘ficant  increase  in  employment  opportunities
 in  the  coming  year.

 Ma,  Programmes  of  rural  development
 which  will  be  given  special  emphasis,  with
 the  help  of  Plan  provisions  and  institutional
 finance,  are  summarised  in  a  memorandum
 which  ig  being  separately  circulated  to
 Hopvourable  Members,  This  memorandum
 also  outlines  some  of  the  new  initiatives
 which  we  propose  to  take  in  order  to
 combine  growth  with  a  greater  regard  for
 the  welfare  of  the  most  needy  sections  of
 society,  9  shall,  therefore,  refer  to  them

 Qoly  briefly  here.

 Special  schemes  for  small  farmers
 are  being  taken  up  in  45  districts
 and  research  on  dry  farming  tech-
 niques  is  being  accelerated,

 (a)

 (®)  It  is  proposed  to  provide  next  year
 a  sum  of  Rs.  25  crores  for  selected
 rural  works  programmes  particu-

 ‘darly  in  areas  which  are  prone  to
 famine.  This  provision  will  be

 Outside  the  Plan  and  will  form
 part  of  the  amount  set  aside  for
 drought  retief  during  the  year.

 An  Urban  Development  Corporation
 with  an  authorised  share  capital

 ot  of  Rs  0  crores  is  being  set  up,
 =  -The  Corporation  will  borrow  in

 the  market  to  supplement.  its  share
 capital  and  to  set  up  a  revolving
 fund  for  financing  activities,  such
 as  slum  clearance.  housing  and
 urban  land  development.

 ©

 dd)  A  substantial  provision  has  been
 made  in  the  Fourth  Plan  for
 the  supply  of  drinking  water.  I
 have  written  to  the  Chief  Ministers
 that  the  bulk  of  this  provision
 should  be  used  to  provide  drinking
 water  to  those  areas  which  have

 no  easy  access  to  this  basic  require-
 ment  rather  than  to  improve
 existing  facilities  in  bigger  towns.

 (e)  To  provide  more  comprehensive
 benifits  to  industrial  workers,  who
 are  liable  to  pay  contribution to
 the  Employees  Provident  Fund
 atthe  rate  of  8  percent  of  their
 Pay,  it  is  proposed  that  a  part  of
 the  contribution  of  empolyers  and
 employees  should  be  supplemented
 by  a  contribution  from  the  Gover-
 pment  to  make  up  a  separate  fund
 from  which  family  pensions  as  well
 asa  lump  sum  payment  in  the
 event  of  death  will  be  provided,

 if)  The  minimum  pension  as  also
 family  pension  for  Central  Govern-
 ment  employees  is  proposed  to  be
 increased  to  Rs,  40  per  month,
 This  decision  will  apply  to  those
 receiving  pension  at  present  as
 well  as  to  those  entitled  to  pensions
 in  future.  For  industrial  employ-
 ees  also,  the  scheme,  to  which  I
 referred  earlier,  provides  for  a
 minimum  family  pension  of  Rs.  40
 per  month,

 To  supplement  existing  schemes
 for  schoo)  feeding  and  the  like,  a
 beginning  is  being  made  with  a
 Programme  to  meet  the  nutritional
 requirements  of  the  age  group
 0-3,  A  provision  of  Rs.  4  crores
 is  being  made  in  the  Budget  for
 children  in  tribal  development
 blocks  and  in  city  :slums,  From
 time  to  time,  the  programme  will
 be  extended  with  the  help  of
 specially  designed  schemes  to  raise
 additional  resourc.t.

 «

 As.  At  the  existing  rates  of  taxation
 revenue  receipts  are  likely  to  inciease  from
 Rs.  3587  crores  this  year  to  Rs.  3867  crorea
 next  year.  After  allowing  for  statutory
 transfer  to  the  States,  the  revenue  receipts
 available  to  the  Centre  will  increase  from
 Ra.  2964  crores  to  Ks.  3]67  crores.  Revenue
 expenditure  next  year  is  expected  te
 increase  by  Rs  176  crores.  of  which  Ra,
 68  crores  is  on  Plan  schemes  and  Rs.  108
 crores  on  non-Plan  items,  Total  non  Plas
 expenditure  has  been  resiricied  to  the
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 minimum  and  will  increase  by  about  4
 per  cent.

 16.  Honourable  Members  will  also  be
 glad  to  note  that  the  internal  resources  of
 public  sector  enterpiisss,  which  are  available
 for  their  expansion,  will  increase  from
 Rs.  162,  crores  this  year  to  Rs.  202  crores
 mext  year.  Market  loans  are  estimaied
 at  Rs.  62  crores  next  year  as  against
 Rs.  ‘14  crores  in  the  current  year.  Receipts
 woder  PL  480  and  other  [cod  aid,  including
 some  On  revenue  account,  are  expecied  to
 decline  from  Rs.  239  crores  this  year  to
 Rs,  I6]  crores  in  970  Tl.  Receipts  under
 other  aid  should  be  more  or  less  of  the
 game  order  as  this  year,  Taking  account
 of  all  other  items,  including  the  provision
 for  the  Plan  and  for  special  assistance  to
 the  States  outside  the  Plan,  the  capital
 account  will  show  a  deficit  of  Ra.  365
 crores.  Tho  revenue  account  is  expected
 to  show  a  marginal  surplus  of  Rs.  1s
 ‘erores.

 i  With  growing  prosperity  in  rural
 areas,  it  has  become  all  the  more  important
 totap  rural  savings  for  further  develop-
 ment,  Schemes  to  mobilise  savings  for  a
 specific  purpose  are  likely  to  have  greater
 appeal,  A  model  scheme  of  debentures
 to  be  issued  by  State  sponsored  institutions
 has,  therefore,  been  prepared  and  it  is
 hoped  that  rural  debentures,  floated  in
 accordance  with  the  scheme,  will  be  an
 additional  instrument  for  the  orderly
 mobilisation  of  rural  savings.  The  extension
 of  banking  to  rural  areas  will  serve  the

 “same  purpose.  Even  today,  our  postal
 system  extends  to  many  areas  which  cannot
 be  covered  by  banks  in  the  near  future,
 The  postal  system,  therefore,  also  needs  to
 be  harnessed  for  greater  mobilisation  of
 savings,  At  present  our  small  savings
 echemes,  including  Post  Office  Savings
 Bank  accounts,  offer  facilities  for  savings
 with  a  ber  of  tax  conce  These  tax
 concessions,  however,  are  not  of  much  interst
 to  the  rural  population  or  to  low  income
 groups,  which  by  and  large  are  not  subject
 to  taxation  of  income,  To  these  groups,  a
 higher  rate  of  interest  would  be  more
 attractive  than  a  lower  rate  with  corres-
 ponding  tax  co  Accordingly,  it  is
 Proposed  to  introduce  a  new  series  of  time
 deposits,  recurring  deposits  and  savings
 certificates,  which  will  carry  higher  rates
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 of  interest  without  any  special  tax  conce-
 tsions,  =The  present  tax  free  facilities  will
 also  be  continued  with  slightly  higher  raies
 of  interest,  The  rates  of  interst  on
 contributions  to  the  General  Provident
 Fund  and  the  Public  Provident  Fund  are
 also  being  enhanced  slightl,  I  shall  have
 occasion  later  to  refer  t0  some  changes  in
 our  direct  tax  structure,  which  are  designed
 to  promote  higher  savings.  A  memorandum
 giving  the  full  details  of  all  these  changes.
 is  being  separately  circulated,

 18,  The  expenditure  proposals  for
 1970-71,  which  I  have  just  presented  have
 been  aimed  at  stimulating  growth  while
 providing  for  some  measures  of  social
 welfare  for  the  less  privileged  sections  of
 the  community.  The  same  considerations  of
 growth  with  social  justice  must  govern  the
 manner  in  which  resources  are  raised  to
 meet  the  requirements  of  Government,

 Dp.  In  a  country  like  India,  where
 Government  assumes  the  major  part  of
 the  responsibility  for  the  promotion  of
 capital  formation,  the  Government  Budget
 hould  yield  a  sub  lial  revenue  surplus

 to  take  a  care  of  a  part  of  the  needs  on
 capital  account,  This  is  all  the  more  so  at
 a  time  when  net  receipts  under  foreign  aid
 and  concessional  imports  of  foodgrains  are
 declining  in  keeping  with  our  objective  of
 achieving  self-reliance  in  the  shortest  possi-
 ble  time,  At  isting  rates  of  ion.  the
 renvenue  account  for  1970-71,  will  yield
 only  a  nominal  surplus.  The  ratio  of  taxati-
 fn  10  national!  income  in  India  is  among  the.
 lowest  in  the  world  and  over  the  recent
 past  it  has  declined  from  the  level  of  a
 little  over  14  per  cent  which  was  already
 reached  in  ‘1965-66.  There  is  thus  need  to
 enlarge  the  tax  base,  so  as  to  meet  adequa-
 tely  the  continuing  requirements  of  growth
 and  social  welfare.

 20.  %In  enlarging  the  tax  base,  our
 first  concern  must  be  to  ensure  that  the
 taxes  which  are  already  levied  are  not  avoi-
 ded  or  evaded  by  devices  which  just  mana-
 ge  to  keepon  the  right  side  of  the  law.
 Accordingly,  I  have  tried  to  plug  some
 major  loopholes  in  our  lax  system  and  to
 withdraw  some  of  the  concessions  which
 have  outlived  their  utility.  Taxation  is  also
 &  mejor  instrument  in  all  modern  socicties
 to  achieve  greater  equality  of  incomes  and:
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 wealth.  It  is,  therefore,  proposed  to  make
 our  direct  tax  system  serve  this  purpose  by
 increasing  income  taxation  at  the  higher
 levels  as  well  as  by  substantially  enhancing
 the  present  rates  of  taxation  on  wealth  apd
 gifts.  Because  of  the  urgent  need  to  restrain
 speculative  increases  in  urban  laod  values
 and  individual  holdings  of  urban  property,
 the  taxation  of  urban  land  and  buildings  ia
 being  substantially  increased,  At  the  same
 time,  the  Hable  at  p  |  to
 Stimulste  savings  are  being  rationalised,  so
 as  to  make  them  more  effective.  Some  mar-
 ginal  relief  in  direct  taxation  is  also  propos-
 ed  for  Jow  incume  groups,  In  keeping  with
 the  need  to  stimulate  higher  production  and
 investment  no  significant  change  in  corpo-
 rate  taxation  is  proposed,

 Pi  Nearly  75  per  cent  of  Central  tax
 revenues  are  derived  from  indirect  taxation,
 i,¢.,  from  customs  and  excise  duties.  Any
 atlempt  to  impart  greater  strength  to  the
 fiscal  system,  therefore,  cannor  disregard
 the  scope  for  increase  in  indirect  taxation.
 The  proposals  in  this  field  are  designed
 Primarily  to  raise  additional  resources  in  a
 manner  which  helps  our  progress  towards
 self-reliance  and  restrains  the  consumption
 of  certain  commodities.  Such  restraint  is
 necessary  from  the  economic  or  the  social
 point  of  view.  By  and  large,  the  additional
 taxation  of  investment  goods  or  producer
 goods  has  been  avoided  and  the  bulk  of  the
 increase  isin  respect  of  final  consumer
 goods.  Wherever  it  has  been  necessary  to
 touch  items  of  common  consumption,  an
 attempt  has  been  made  to  safeguard  the

 of  the  poorer  sections  of  the
 the  maximum  —  extent community  to

 possible,

 Direct  Taxation

 a  The  marginal  rates  of.  income  taxa-
 tion  will  be  increased  progressively  on  ali
 personal  incomes  above  Rs.  40,000  per  year,
 With  the  addition  of  the  ce  at  I0
 per  cent,  the  maximum  rate  of  93  5  per  cent
 will  now  be  reached  in  the  slab  over  Ra.  2
 lakhsas  against  825  per  cept  in  the  slab
 over  Rs.  24  lakhs  at  present.

 zy  Simultaneously,  the  existing  rates
 of  ordinary  wealth  tax  are  being  enhanced.
 At  present,  these  rates  vary  from  0,5  per
 cent  to  3  per  cent.  They  will  now  vary  from
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 l  per  cent  at  the  lowest  slab  to  §  per  cent
 at  the  highest  slab.  For  the  individual.  who
 derives  his  entire  income  from  wealth,  the
 combined  effect  of  ircome  and  wealth  taxa-
 tion,  as  pow  proposed,  will  in  pose’  an
 effective  ceiling  cn  income  a‘ter  t2x,  when
 such  income  reaches  approainately  ‘Rs,
 25.000  per  annum.  On  the  other  hand,  there
 will  be  an  inbuilt  incentive  in  faveur  of
 earned  incomes.  When  income  is  wholly earned,  for  example,  there  wili  be  no  abso-
 lute  ceiling.  as  the  highest  marginal  tax  of
 93.5  per  cent  will  leave  some  room  for
 increase  in  income  after  tax  at  ali  levels,

 24,  Honourable  Members  are  aware
 that  we  are  at  present-  examining  practical
 means  of  imposing  a  ceiling  on  urban  prop-
 erty,  While  the  legal  and  other  aspects  of
 the  matter  are  being  examined,  it  is  propo- sed  to  increase  the  additional  wealth  tax  on
 urban  lands  and  buildings,  so  that  the
 objective  of  a  ceiling  on  urban  property  is
 achieved  at  least  in  part,  within  the  frame-
 work  of  the  powers  already  available  to
 the  Centre.  At  present,  the  additional  weal-
 th  tax  on  urban  lands  and  burldings  is  levia-
 ble.  in  the  case  of  individuals  and  Hindu
 undivided  families,  on  the  value  of  lands
 and  buildings  situated  in  cities  ard  towns
 with  a  population  exceeding  one  !akh  and
 with  an  initial  exemption  ranging  fiom  Rs.
 4  toRs.7  lakhsin  different  categories  of
 cities,  The  tax  is  leviable  on  the  balance  at
 rates  ranging  from  |  per  cent  to  4  per  cent.
 The  maximum  rate  is  reached  when  the
 value  of  urban  lands  and  buildings  exceeds
 Rs.  I9  to  Rs.  22  lakhs.  It  is  now  proposed to  levy  a  tax  of  5  per  cent  on  the  value  of
 urban  lends  and  buildings  in  excess  of  Rs.
 5  lakhs  and  at  the  rate  of  7  per  cent  on  the
 value  in  excess  of  Rs.  0  lakhs.  No  distin.
 ction  will  be  made  in  regard  to  the  exemp- tion  on  the  basis  of  the  population  of  the
 area,  in  which  the  properwes  are  situated.
 The  definition  of  an  urban  area  is  elso  being enlarged  to  include  areas  within  the  lin  its of  any  municipality  or  other  similar  suthori-
 ty  having  a  population  of 10,  000  or  more, with  powers  to  cover  by  notification  areas
 up  to  8  kilometres  outside  such  limits,
 Business  premises  will  continue  to  be  excio- ded  from  the  proposed  levy  as  at  present, However.  guest  houses  maintained  by  those liable  to  pay  this  tax  wilnot  te  reckoned as  business  premises,  Provisions  are  also
 being  made  to  prevent  avoidarce  of  the  tax
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 by  transfer,  from  individual!  or  joint  Hindu
 family  ownership,  to  ownership  by  partner-
 ship  firms  associations  of  persons  and  close-
 ly  held  companies.  Another  measure  which
 is  inter  Jed  to  serve  a  si  nilar  purpose,  prov-
 ides  for  the  taxation  of  capital  gains  arising
 from  the  sale  or  transfer  of  agricutural
 land  situated  within  urban  areas.

 1s.  One  of  the  major  devices  leading
 to  tax  evasion  and  avoidance  is  the  creation
 of  private  trusts,  At  present  discretionary
 trusts  are  taxed  on  their  incom:  and  wealth
 at  the  rates  «applicable  to  individuals  These
 lower  rates  lead  to  the  proliferation  of  such
 trusts  Tt  is  proposed  that  in  future,  disere-
 tionary  trusts  would  be  taxed  at  a  flat  rate
 of  65  per  cent  on  their  incomes  and  5  per
 cent  on  their  wealth  or  at  the  rates  applic.
 able  in  the  case  of  individuals,  whichzver  is
 higher.  Provision  is,  however,  being  made
 for  exemption  from  these  flat  rates  for
 certain  categories  of  existing  discretionary
 trusts.

 26  «Inthe  case  of  charitable  and  reli-
 gious  trusts,  exemption  |  om  tax  would  be
 allowed  only  in  respect  of  income  actually
 applied  to  the  purposes  of  the  trust  in  the
 same  year,  or  within  three  months  of  the
 ¢lose  of  the  year.  Further,  the  exemption
 will  be  forfeited  altogether  if  the  trust  funds
 constituting  its  corpus  or  income,  are  inves-
 ted  in  a  concern  in  which  the  author  or
 founder  of  the  trust  or  avy  of  his  relatives
 is  substantially  interested  and  the
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 be  applied  uniformly  irrespective  of  the’
 location  of  the  residential  house.

 28.  Therates  of  gift  tax  are  also  being
 revised  to  bring  them  more  in  line  with  the
 tates  of  estate  duty  and  the  present  exemp-
 tion  limit  of  Rs  0.000  in  respect  of  gifts
 made  during  a  yearis  being  lowered  to
 Rs,  5,000,

 2  Those  who  are  united  in  Heaven
 should  not  be  put  asunder  by  a  mere  tax
 coltecior,  On  this  view,  the  income  and
 wealth  of  husband,  wife  and  minor  children
 should  be  aggregated  for  purposes  of  inco-
 me  and  wealth  taxation,  But  in  matters  like
 this,  enforced  unity  sometimes  leads  to
 sharper  division.  It  is,  therefore,  proposed
 to  examine  the  matter  in  greater  detail  and
 to  bring  forward  the  necessary  legislation
 subsequently.  giving  opportunity  for  discu-
 ssion  in  this  House  and  outside.

 30  «At  present,  income  upto  Rs.  |  00
 from  investment  in  the  Unit  Trust  and  upto
 another  २६,  1.000,  of  dividends  on  shares  im
 Indian  companies  as  wellas  the  whole  of
 the  interest  earned  on  a  number  of  small
 savings  schemes  and  Post  Office  savings
 accounts  is  exempt  from  income  tax.  There
 is  no  reason  why  a  distinction  should  be
 made  between  such  investments  and  invest+
 ments  in  other  financial  assets,  such  as  sece.
 tities  of  the  Central  or  State  Government
 approved  rural  debentures  deposits  in  bank-

 of  the  investment  exceeds  5  per  cent
 of  the  capital  of  that  concern,  These  provi-
 sions  will  curb  the  use  of  the  funds  of  char-
 itable  and  religious  trusts  to  acquire  control
 over  industry  and  business)  Some  ch

 ing  cooperative  banks  and  land
 mortgage  or  land  development  banks  and
 the  new  small  savings  scheme  and  Post  Offi«
 ce  deposit  accounts  which  are  not  to  enjoy
 any  special  tax  concessions  It  is  therefore,

 are  also  being  made  to  prevent  indirect
 benefits  being  enjoyed  by  the  authors  or
 founders  of  such  trusts.  On  the  other  hand
 the  present  complete  exemption  from  tax,
 which  applies  to  Universities  and  other
 educational  institutions.  will  also  be  applied
 in  the  case  of  hospitals  and  other  similar
 institutions

 27.  At  present,  one  residential  house
 is  exempted  from  wealth  tax,  irrespective  of
 its  value,  if  it  is  situated  ina  place  witha
 population  not  exceeding  10  000,  For  hou-
 ‘#03  situated  n  larger  towns,  the  monetary
 jimit  for  exemption  is  Ra.  |  lakh,  The
 mionotary  linit  of  Rs.  |  lakh  wil)  now

 proposed  that  upto  Rs  3,000'  ा
 be  exempt  from  income  tax  provided  it  is
 deiived  from  investments  in  Unit  Trust  or
 shares  in  Indian  companies  or  any  of  the
 other  categories  which  |  have  just  mention-
 ed,  The  exemption  in  respect  of  small  savi-
 ngs  schemes  and  Post  Office  savings  acco-
 unts.  where  special  tax  concessions  are  ava-
 ilable,  will  continue  to  be  available
 additionally,

 3l.  Similarly,  it  is  proposed  that,
 apart  from  the  present  general  exemption  of
 Re  |  lakh  in  the  case  of  individuals  and
 Rs.  2  lakhs  in  the  case  of  Hindu  undivided
 families  and  a  residential  house  upto  vale

 of  Rs.  |  lakh  investments  in  a  wide  variety
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 of  finanoial  assets  upto  a  ictal  of  Res,  I.5
 lakhs  will  be  exempt  from  wealth  tax,  Even
 today,  investments  in  specified  small  savings
 certificates,  Post  Office  savings  accounts

 and  five-year  fixed  deposits  with  the  Cent-
 ral  Government  are  exempt  from  wealth  tax
 and  any  one  who  takes  the  maximum  adva-
 Dtage  of  these  provisions  can  claim  exempti-
 on  up  to  Rs,  |  2  lakhs.  The  enlarged  limit
 of  Rs,  5  lakhs  will  now  include  investme-
 atsin  the  Unit  Trust,  shares  of  Indian
 companies,  sccurities  of  the  Central  or
 Stare  Governments,  approved  rural  deben-
 tures  the  new  small  savings  schemes  and
 Post  Office  deposit  accounts  and  deposits
 in  banking  companies,  cooperative  banks
 and  land  mortgage  or  development  banks.

 32.  On  the  other  hand,  io  view  of  these
 generalised  provisions  to  encourage
 savings,  there  is  no  reason  to  continue  the
 acheme  of  tax  credit  certificates  in  respect
 of  investments  in  new  equity  issues.  These
 will  accordingly  be  discontinued  in  telation
 4o  new  equity  issues  after  3lst  March  1970,
 Existing  concessions  regarding  contributions
 to  life  insurance,  provident  funds,  etc.,  will
 continue.

 33,  Suggestions  have  been  made,  from
 time  to  time,  that  the  exemption  limit  for
 income  tax  should  be  raised  as  a  measure
 of  relief  to  lower  income  groups  and  in  the
 interest  of  better  tax  administration.  It  has
 ‘been  urged  that  by  re  ing  @  large  b
 er  of  small  assessees  from  the  scope  of
 inc  I  tax  Officers  will
 have  more  time  to  devote  to  larger  cases

 awhere  the  gain  to  revenue  would  be  corres-
 pondingly  greater,  In  a  poor  country  like
 ours,  the  present  exemption  limit  which
 waries  from  Rs  4,000  to  Rs.  4,800  in  accor-
 dance  with  the  ber  of  dependents,

 it  be  ry de  ed  unre:  bly  low  in
 elation  to  the  average  level  of  income  in
 the  country.  Atthe  same  time,  there  is
 ‘considerable  force  in  the  argument  that  tax

 dministration  would  imp  if  income  tax
 authorities  did  not  have  to  devote  so  much

 aime  to  smaller  cases,  Faced  with  this  dile-
 _mma,.I  have  decided  to  appeal  to  the  bigh-

 er  court  of  family  planing,  and  I  propose
 to  do  away  with  the  present  system  where
 exemption  is  related  to  the  number  of  depe-
 ndents,  In  future.  a  uniform  exemption

 -hmit  of  Rs,  5,000  will  app'y  in  the  case  of
 -all  non-corporate  assessces  irrespective  of
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 whether  they  are  married  or  bave  any  chil-
 dren.  This  will  make  for  greater  acminiira-
 tive  simplicity  and  give  a  amall  benefit  to
 all  income  tax  payers  The  relief  will  be
 Daluraliy  greater  for  those  who  continue  to
 scek  relief  from  matrimony  or  parenthood
 as  well.  The  change  in  respect  of  the  exem-
 ption  limit  would  involve  some  loss  of  rev-
 enue,  But  l  have  taken  no  debit  for  it  as
 it  should  be  more  than  offset  by  the  impro-
 vement  in  tax  administration  resulting  from
 grecter  concentration  on  cases  involving  the
 bigger  assessees,

 34.  Gy  is  also  proposed  to  provide  a
 Minimum  deduction  of  Rs.  20  per  month
 in  leu  of  the  cost  of  travel  to  work  to  alt
 salaried  assessees.  Al  present,  deductions
 ranging  from  Rs,  5  per  month  to  Rs,  250
 per  month  are  permissible  for  people  who
 travel  to  work  on  a  bicycle,  motor-crcie,.
 scooter,  moped  or  a  motor  car,  The  dedu-
 ction  of  Rs.  20  per  month  would  be  avai-
 lable  to  those  who  travel  to  work  on  a
 bicycle  or  by  public  conveyance  or  by  any
 other  mede,

 At  the  same  time,  the  higher  deduction
 of  Rs,  250  per  month  for  a  motor  car  which
 is  applicable  to  higher  income  groups  is
 being  reduced  to  Ks,  200  per  month,  as
 there  is  no  reason  why  those  who  presum-
 ably  own  a  more  expensive  car  should  be
 given  a  larger  deduction,  On  balance,  the
 revenue  loss  from  travel  concession  to  the
 lower  income  groups  would  be  met  by  the
 corresponding  gain  from  the  reduction  in
 the  concession  to  the  higher  income  group.

 35,  Ut  has  been  decided  to  leave  the  pre-
 sent  structure  of  corporate  taxation  more  or
 less  alone  in  the  of  intainipg  a
 stable  climate  for  investment  decisions,  The
 only  sigoificant  change  is  that  all  entertain-
 ment  expenditure  incurred  in  Indin  in  busi-
 ness  and  the  professions  will  now  be  dis-
 allowed  in  computing  profits,  Similarly,
 expenditure  on  guest  houses,  other  than
 bolidey  homes  for  the  benefit  of  employees
 on  leave,  will  be  disallowed,  Those  who
 enjoy  the  hospitality  of  their  business  friends
 should  now  no  longer  find  their  sense  of
 gratitude  diminished  by  the  thou:ht  that  a
 part  of  the  hospitality  is  really  paid  for  by
 the  Exchequer

 36.  Thecombined  effect  of  the  increases
 in  direct  taxation  in  a  full  yeer  would  be  a
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 gain  to  revenue  of  Rsv  34  crores,  In  fact
 when  the  es  to  plug  lo  such
 asthe  revised  procedure  for  the  taxation
 of  trusts  become  fully  effective,  the  revenve
 Bain  will  be  substant-ally  larger  The  addi-
 tional  revenue  from  wealth  tax  will  become
 available  only  —  in  '97l-72  The
 additional  revenue  from  income  tax  also
 will  bs  available  only  in  the  part  during
 V970-71  by  way  of  advance  tax  and  dedu-
 Ctions  at.source  Thus.  despite  the  substan-
 tial  measures  of  additional  direct  taxation
 the  net  addition  to  the  Centre's  resources
 from  these  changes  in  I¥70-7!  would  be
 Re  5  crores  only,  But  it  will  rise  to  Rs  23
 crores  in  V9TT-72.  The  States  will  gain  to
 the  extentof  Rs  0  crores  in  4970-71  and
 Rs.  3  crores  in  1971-72,

 February
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 Indirect  Taxation

 37  Turning  now  to  indirect  taxation,
 it  is  proposed  to  abolish  or  reduce  export
 duties  on  a  nunber  of  items  so  as  to  main-
 tain  their  competitive  position  in  world
 Markets,  The  duty  on  jute  canvas.  jute  we-
 bbinss  jatz  tarpaulin  cloth  and  manufactu-
 res  thereof  is  being  reduced  from  Rs  500
 to  Rs,  29)  per  metric  tone.  The  most  impo-
 Ttant  chan.e  relates  to  tea,  where  the  expo-
 rt  duty  is  being  abolished  altogether  At  the
 fame  time  the  excise  duty  on  loose  as  well
 as  pickage  teas  is  being  raised  with*the
 Provision  for  ad  hoc  rebite  on  exports  at
 fates  varying  with  the  price  of  exported  tea.
 On  balince.  the  duty  burden  on  the  export
 of all  teas  will  be  reduced  with  a  margin  in
 favour  of  teas  fetching  a  higher  value  so  as
 to  en-ourage  the  export  rf  quality  teas.  The
 export  duty  reductions  wi!l  mean  a  loss  io
 revenue  of  Rs.  9.75  crores.

 38  In  order  to  give  impetus  to  import
 substitution,  the  import  duty  on  machinery
 is  being  raised  from  27  per  cent  to  35  per
 cent  ad  valir  mt  This  increase,  however,
 will  not  apaly  to  the  machinery  which  is
 required  for  the  inital  setting  up  of  p-oiects,
 or  for  substantial  expansion  of  existing-pro-
 jects.wheth  :r  in  the  public  or  the  private  sec-
 tor.  Th:  om?  wt  duty  on  motor  vehicle  parts,
 phirmaceutical  chemicals  and  non  electri-
 cal  instruments,  apparatus  and  appliances
 will  be  increased  by  Ww  per  cent  ad  valorem,
 The  duty  on  certain  plastic  materal  and
 nichrous  and  other  electricals  res/stance
 wires  will  b=  raised  from  60  per  cent  to
 400  per  cent  ad  valorem.
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 39.  There  is  a  proposal  regarding  cus-
 toms  duties  which  is  intended  nemher  to
 replace  imports  by  domestic  production  nor
 to  produce  revenue  In  ord  r  to  curb  cons-
 picuous  consumpton  and  as  a  modest  ges-
 ture  of  personal.  if  not  political,  reconcilia-
 tion.  |  propose  to  increase  the  duty  on
 whisky,  brandy.  gin  and  wines.

 40,  Inclusive  of  additional  duties  cort-
 ponding  to  the  changes  in  exise  duties  te
 which  I  will  soon  turn,  the  additional  reve-
 nue  from  import  duties  will  airount  to  Rs,
 2975  crores.  Thus  the  net  gain  in  customs
 revenue  after  adjusting  the  export  duty  loss
 will  be  Rs.  20.00  crores.

 4t.  It  has  often  been  suggested  that  the
 scope  for  excise  taxation  should  be  winde-
 ned  to  included  taxation  at  a  low  rate  of
 about  |0-per  cent  on  practically  the  »hole
 range  of  manufactured  products.  Without
 poing  that  far.  itis  proposed  to  levy  a  10
 per  cent  ad  valorem  excise  duty  on  a  num-
 ber  of  new  items  including  cffice  machines,
 metal  containers.  sparking  plugs.  stzinless
 steel  blades,  slotted  angles.  iron  safes  and
 safe  deposit  vaults.  The  levy  on  office  ma-
 chines,  will  cover  items  like  typewriters,
 calculating  machines,  cash  registers.  cheque-
 writing  machines.  computers  and  inte:com-
 devices  The  duty  on  metal  containers  will
 be  confined  to  those  intended  for  the  pack-
 aging  of  goods  for  sale.  including  casks,
 drums  cans,  gas  cylinders  and  rigid  contai-
 ners.  The  additional  revenue  from  these
 new  duties  will  amount  to  Rs.  0.40  crores,

 42.  Similarly.  among  chemical  products,
 duty  at  the  rate  of  10  per  cent  ad  valorem
 will  now  be  levied  on  calcium  carbide,  bleas
 ching  powder  and  sodium  hydrosulphite  and
 the  present  duty  of  5  percent  on  soda  ash
 and  caustic  soda  will  be  raised  to  I0  per
 cent  An  exse  duty  of  Rs  300  per  metric
 tonne  is  also  being  levied  on  synthetic
 rubber  These  changes  will  bring  in  an  addi-
 tional  revenue  of  Rs  5.30  crores.

 43  A  I0  per  cent  ad  vaiorem  duty  was
 levied  last  year  on  prepared  and  presreved
 food  The  scope  of  the  duty  was,  however
 limited  by  notification  to  preserved  and
 canned  fruits.  jams,  jellies  fruit  juices.squa-
 shes  and  certain  meat  products.  |  propose
 nowto  remove  the  bias  against  truils  and  meat
 by  extending  the  scope  of  the  levy  to  inclu-



 23  General  Budget  (1970-11  Phalguna  9,

 de  products  such  as  vegetable  juices,  syn-
 thetic  syrups  and  sherbets,  de-hydrated
 peas,  malted  foods,  instant  coffee,  instant
 tea,  jelly  crvstals,  custard  and  ice-cream
 powders,  biscuits,  coca  powder,  drinking
 chocolate,  pzsteurisad  butter,  processed
 cheese,  branded  aerated  waters,  glucose  and
 dextrose.  |  hope  Honourable  Members  will
 Hot  accuse  me  of  having  preferences  of  my
 own  as,  even  under  my  proposals,  aerated
 waters,  biscuits,  butter  and  cheese  will  be
 taxed  only  when  manufactured  with  the  aid
 of  powder  and  there  will  be  total  exemption
 from  tax  for  baby  foods  and  branded
 ‘deshi*®  ghee.  These  proposals  will  yield  an
 additional  revenue  of  Rs.  8.68  crores,

 a  The  duty  on  sanitary-ware  and
 glazed  tiles  of  po-celain  will  be  raised  from
 I5  per  c-nt  and  10  per  cent  respectively  to
 25  per  cent.  The  duty  on  room  air-conditi-
 oners  will  be  raised  from  40  per  cent  to
 S3-1/3  per  cent  and  similar  increase  is  also
 being  made  in  respect  of  larger  refrigera-
 tors  with  a  capacity  exceeding  ry  litres.
 The  duty  on  parts  of  refrigerators,  aic-condi-
 tioning  plants  and  machinery  is  also  being
 raised  from.  531/83  per  cent.  to  66-2/3
 per  cent.  Components  and  machinery
 required  for  cold  storage  plants,  air-
 conditioning  of  hospitals  run  by  Govern-
 ment,  losal  bodies  and  public  trusts,
 as  well  as  factory  establishments  will,  hows
 ever.  be  exempted  from  the  scope  of  the
 increase.  It  will  be  seen  that  small  size  ref-
 Tigerators  will  not  be  affected.  I  propose,
 very  reluctantly,  to  withdraw  the  exemption
 in  favour  of  television  sets  and  impose  a
 duty  of  ra  per  cent  ad  valorem,  The  gain  to
 fevenue  from  these  measures  will  be  Ra,
 2  24  crores.

 45.  In  the  case  of  aluminium,  the  exist-
 ine  specific  duties  are  being  replaced  by  ad
 valorem  duves  With  a  certain  degree  of
 rationa'isation,  this  will  produce  an  additio-
 nal  revenue  of  Rs.  470  crores.  The  duty  of
 Sigid  plastic  boards  and  unsupported  P.V  C.
 sheets  is  also  being  rationalised  by  trans-
 ferring  the  incidence  to  the  end  product
 and  this  will  yield  an  additional  revenue  of

 “Rs.  96  lakhs,

 46.  It  is  proposed  to  increase  the  basic
 excise  dutv  on  polyester  fibre  of  2  deniers

 or  less  from  Rs  2  to  Rs.  25  per  kilogram
 ‘with  a  corresponding  increase  in  special
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 excise  duty.  The  present  nominal  duty  of
 7.8  paise  per  sq.  metre  on  artificial  silk
 fabrics  which  include  rayon.  nylon,  terylene,
 terycot  and  terywool  fabrics  is  being  repla-
 ced  by  ad  valo  em  duty  ranging  from  3  per
 centio  l0  per  cent)  The  duty  will  vary
 according  to  the  value  of  the  fabric  and  io
 the  case  of  the  cheaper  varieties,  whose
 wholesale  price  is  less  than  Rs.  250  per  sq.
 metre,  there  will  in  fact  be  some  relief  as
 compared  to  the  present  position.  I  propose
 to  make  no  change  in  relation  to  cot'on
 fabrics  with  the  exception  of a  minor  mea-
 sure  of  rationalisation,  whereby  certain  fab-
 rics  at  present  taxed  at  specific  rates,  will
 be  subjected  to  ad  valorem  levy.  The  pro-
 Posals  on  ssnthetic  fibre  and  artificial  silk
 fabrics  wil)  yield  an  additional  revenue  of
 Rs.  ‘13.78,  crores,

 4a  The  demand  for  petroleum  products
 has  been  increasing  very  rapidly  and  it  is
 necessary  to  exercise  some  restraint  in  the
 interest  of  saving  valuable  foreign  exchange.
 It  is  also  necessary  to  curtail  the  adultera-
 tion  of  diesel  oil  by  keroiene.  which  has
 assumed  substantial  proportions,  and  to
 discourage  the  use  of  furnace:  0  as  a  subs-
 titute  for  other  fuels  such  as  coal.  Accor-
 dingly,  the  duty  on  motor  spirit  is  proposed
 to  be  iucreased  by  10  paise  litre,  on  ‘super-
 ior  kerosene  by  2  paise  per  litre  and  on
 furnace  oil  by  2  paise  per  litre.  The  addi-
 tional  excise  duty  on  three  items  will  yield
 a  revenue  of  Rs.  39.56  crores  of  which  Ra.
 21  36  croreswil  be  in  respect  of  motor
 spirit  and  Rs  92  crores  in  respect  of  kero-
 sene.  The  increase  in  the  duty  on  furnace
 oil  will  not  apply  to  such  oi)  used  in  coas-
 tal  shipping  and  for  electricity  generation
 and  there  will  be  no  change  in  the  duty  on
 inferior  kerosene.  Honourable  Members
 will  also  note  that  the  increase  in  the  price
 of  superior  kerosene  will  be  only  modest,
 i,  €.,  35  per  cent.

 48  fam  sorry  that  the  smoker's  pocket
 has  to  be  touche!  once  again.  The  duty  on
 cigareties  is  being  enhanced  with  the  increa-
 se  raning  from  3  per  cent  to  72  per  cent
 ad  valorem  depending  on  the  value  stabs.
 The  cheaper  varicues  of  cigarettes  will  go  up
 by  only  one  or  two  pase  per  pocket  of  40
 cigarettes  Assuming  that  the  smoking  comm-
 unity  remains  steacfast  in  its  devotion,  the.
 additional  revenue  from  his  measure  will  be
 Rs,  3.50  crores.
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 49,  As  already  mentioned,  the  exise
 duty  on  tea  is  being  raised  in  order  to  re-
 lease  larger  quantities  for  export  particular-
 ly  of  quality  teas.  There  will  be  no  increase
 in  the  duty  on  loose  tea  produced  in  zone
 one  and  only  a  marginal  increase  of  10.  paise
 per  kilo  on  teas  produced  in  zone  two.  For
 other  zones,  the  increase  varies  from  45
 paise  to  one  rupee  perkilo  After  allowing
 for  the  rebate  on  export,  there  will  be  an-
 additional  revenue  of  Rs  7,87  crores  which
 will  be  more  than  offset  by  the  loss  in  re«
 venue  from  the  abolition  of  the  export
 duty  on  Tea.

 50,  A  uniform  duty  of  23  per  cent  ad
 valorem  was  levied  last  year  on  both  levy
 sugar  and  free  market  sugar.  Prices  of
 sugar  in  the  free  market  have  declined  sub-
 stantially  since  then.  Accordingly,  it  is  pro-
 posed  to  increase  the  duty  on  free  market
 sugar  from  the  present  level  of  23  per  cent
 to  37h  per  cent  ad  valorem.  In  the  case  of
 levy  sugar,  which  account  for  70  per  cent
 of  the  total,  there  would  only  be  a  marginal
 rounding  off  of  the  present  rate  from  23  per
 cent  to  25  per  cent.  In  line  with  the  step  up
 on  free  sugar,  thought  not  to  the  same  ex-
 tent,  the  tarrif  rate  of  duty  on  khandsari
 sugar  is  being  increased  from  12k  per  cent
 to  Wh  per  cent,  But  as  far  as  the  rates
 unde!  the  compounded  levy  system  are
 concerned,  which  most  of  the  producers
 elect  to  adopt,  there  will  be  a  reduction  on
 the  present  rates  which  are  being  revised
 keeping  in  view  the  fall  in  prices,  The  net
 additional  revenue  from  sugar  is  estimated
 at  about  Rs,  28.50  crores,
 18  brs.
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 boards  and  millboards  by  revising  the  excise-
 duty  exemption  at  certain  levels  of  produ-
 ction,  These  measures  of  relief  in  exise  du-
 ties  will  involve  a  loss  in  revenue  of  Rs.  43.
 lakhs,  Certain  enabling  provisiens  of  the
 Finance  Act  969  are  also  being  continued,

 52,  The  total  effect  of  all  these  propo-
 tals  relating  to  excise  dutics  will  be  an
 additional  revenue  gain  of  about  Rs,  235
 crores,  of  which  Rs.  100°  crores  will  accrue
 to  the  Centre  and  Rs,  35  crores  willbe  the
 share  of  the  States  and  Unicn  Territories.

 Posts  and  Telcgrapbs
 33,  The  posts  and  Telegraphs  Depart-

 ment  is  likely  to  be  in  deficit  next  year  also,
 Accordingly,  postal,  telegraph  and  telepho-
 ne  tariffs  will  be  revised  to  some  extent
 from  dates  to  be  notified,  These  revisions
 are  outlined  ina  memorandum  being  circu-
 lated  with  the  Budget  papers,  Briefly,  there
 will  be  some  increase  in  postal  tariffs  in
 respect  of  parcels,  registration  fee,  des-

 atch  of  value  payable  articles,  money  order
 ५  ए  ary  fee  for  telegra-

 phic  money  orders  and  book,  pattern  and
 sample  packets.  Phonograms  and  Greeting
 telegrams  will  cost  a  title  more.  Charges
 for  telephone  calls  beyond  the  first  750  calls.
 in  a  quarter  will  increase  from  5  paisc  to
 20  paise  per  call,  Honourable  Members  will
 note  that  services  such  as  post  cards  and
 inland  letter  cards,  which  are  generally
 ‘used  by  common  people,  are  not  being
 touched;  in  the  case  of  money  orders  also
 no  increase  is  being  made  up  to  Rs,  100.
 The  proposed!  changes  will  yield  Rs.  8  22
 crores  in  a  fult  year  and  would  leave
 for  next  year  a  surplus  of  Rs,  crore

 5l.  There  are  also  a  of  changes
 proposed  in  the  excise  duty  structure  by
 way  of  rational  tion  or
 clarifi  of  the  p  position,  The
 statutory  rate  of  duty  on  tin  plates,  for
 example,  is  being  raised  from  Rs,  375  to
 Rs,  400  per  metric  tonne,  in  order  to  re-
 move  the  p  t  ly  of  the  indige
 tin  plates  paying  a  higher  cumulative  duty
 than  the  additional  duty  borne  by  imported
 tin  plates.  The  exice  duty  on  paints  and
 varnishes  manufactured  by  units  not
 employing  power  will  be  wholly  exempted
 ‘as  also  the  duty  on  fertilizer  mixtures  made
 out  of  fertilizers  which  have  aready  paid
 duty  irrespective  of  whether  such  mixture
 are  produced  by  power  or  not  Some  relief.
 is  also  being  accorded  inthe  case  of  straw-

 after  ig  the  anticipated  revenue
 ‘deficit.  The  effect  of  these  changes  has
 been  accounted  for  in  reckoning  the  total
 internal  resources  of  public  undertakings.

 Summing  up
 54.  To  sum  up,  the  measures  for  the

 additional  taxation  propesed  will  yield  a
 total  revenue  of  about  Rs.  170  crores  in
 1970-71,  of  which  Rs.  §25  crores  will  accrue
 tothe  Centre  and  Rs,  45  crores  to  the
 States.  In  subsequent  years,  when  the  full
 effects  of  the  changes  in  direct  taxation  will
 be  felt,  the  gain  to  Centrel  and  States  rew-
 nues  would  be  larger  even  without  allowing
 for  the  normal  growth  factor.  As  a  result
 the  budgetary  gap  at  the  Centre  mext  year
 will  be  of  the  order  of  Ks.  225  crores  as
 against  the  Revised  Estimate  of  Rs.  290
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 trores  for  current  year,  In  view  of  the  re-
 ‘cent  upward  pressure  on  prices  and  the

 substantial  increase  in  money  supply  over
 the  past  year.  some  reduction  in  deficit
 financing  is  clearly  desirable.  At  the  same
 time,  a  deficit  of  the  order  of  Rs,  225
 crores  should  not  cause  concern  in  view
 of  the  present  favourable  supply  conditions
 in  regard  to  foodgrains.  The  Reserve  Bank
 has  already  taken  a  number  of  sieps  recen-
 tly  to  control  credit;  and  with  continued
 vigilance  in  this  regard,  the  deficit  in  the
 Government  Budget  now  proposed  should
 pose  no  threat  to  the  general  stability  of
 prices  The  central  Budget  has  provided
 adequately  for  the  plans  of  the  States  not
 only  by  increasing  Plan  assistance  and  by
 providing  for  substantial  non  Plan  assistan-
 ce  but  also  by  raising  additional  resources
 in  a  manoer  which  would  bring  considerable
 gains  to  the  revenues  of  State  Governments.
 I  hope  that  against  this  back  ground,  the
 Statea  will  be  able  to  look  after  their  Plan.

 -and  non-Plan  needs  without  recourse  to
 unauthorised  overdrafts  from  the  reserve
 Bank.

 55.  Sir,  before  I  conclude,  I  should  like
 to  say  that  in  presenting  my  first  Budget
 to  this  Honourable  House,  I  have  become
 acutely  aware  of  the  challanges  as  well  as
 the  constraints  of  the  comtemporary  epoch
 of  development  of  our  national  economy,
 At  the  very  beginning  of  my  speech.  I  ende-

 -avoured  10  set  out  the  broad  framework
 within  which  this  Budget  is  cast.  That-  fra-
 mework,  1  believe.  is  consistent  with  the
 political,  economic  and  social  realities  of
 our  counry.  Convinced  as  I  am  of  its  e3s-
 ential  soundness,  there  is  no  alternative  but
 to  tread  a  difficult  but  determined  course,
 If  the  opportunities  for  growth  which  are
 so  much  in  evidence  are  to  be  seized  fully,
 no  effort  must  be  spared  in  raising  resour-_
 ces  for  the  purpose.  To  flinch  from  this
 -effort  at  this  stage  would  be  to  impose
 even  heavier  burdens  in  the  vears  to  come.
 if  we  allow  the  present  momentum  of  grow.
 thto  wane  for  the  sake  of  some  purely
 temporary  advantage,  we  will  deny  ourse-
 ives  the  cumulative  bencfits  of  a  higher
 fate  of  growth  for  all  time  ty  come.  If  the
 fequirements  of  growth  are  urgent,  ३0  is
 the  need  for  some  selective  measures  of
 social  welfare.  The  fiscal  system  has
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 also  to  serve  the  ends  of  greater
 equality  of  incomes,  consumption  and
 wealth,  irrespective  of  any  immediate  need
 for  resources.  At  the  same  time,  the  needs
 of  those  sectors  of  our  economy  which  re-
 quire  privite  initiative  and  investment  must
 also  be  kept  in  mind  in  the  interest  of  the
 growth  of  the  economy  as  a  whole,  I  can
 only  hope  that  the  proposals  I  have  just
 presented  steer  clear  of  the  opposite  dan-
 gers  of  venturing  too  little  or  attempting  too
 much.  Thank  you.
 78,i2  bes,

 FINANCE  BILL,  *I970

 THE  PRIME  MINISTER,  MINISTER
 OF  FINANCE,  MINISTER  OF  ATOMIC
 ENERGY  AND  MINISTER  OF  PLANN-
 ING  (SHRIMATI  INDIRA  GANDHI)  :  I
 beg  to  move  for  leave  to  introduce  a  Bill
 to  give  effect  to  the  financial  proposals  of
 the  year  970-71,

 MR.  SPEAKER  :  Motion  moved  :

 “That  leave  be  granted  to  introduge
 a  bill  to  give  effect  to  the  financial
 proposals  of  the  Central  Government
 for  the  year  1970-71."

 श्री  शिवचन्द्र  mt  (मधुबनी)  :  ग्रध्यक्ष

 महोदय,  मेरा  प्वाइन्ट  आफ  आझाइईर  है  ।  मैं
 फाइनेंस  बिल  को  अपोल  करना  चाहता  हैं,
 इसलिए  मुझे  इसका  अवसर  दिया  जाय  ।  ,  an

 MR.  SPEAKER  :  Will  you  please  sit
 down  7  Mi,  Jha  wants  to  oppose  as  usal.
 He  has  made  it  a  practice  to  oppose  every
 Bill  at  the  introduction  stage.

 "st  शिवचंद  झा  :  मुझ  को  हक  है  प्रपोज
 करने का  |

 श्री  मघ  लिये  (मुगले):  या  तो  श्राप
 नियमों  को  बदलियों,  या  हमको  मौका  दीजिये  ।

 इस  तरह  से  कैसे  होगा  ?

 MR.  SPEAKER  :  Wil)  vou  please  sit
 down  7
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