7 Re. Privy Purses
{Mr, Speaker]
now clarifying the whole position or later
on, It is up to him. So far as the Budget
is concerned, it will come. So faras
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 ? Al'er all, this is nota
question purely political beiween party and

party It is a question siween &
legislature, and & legislature Also,
lot of censitutional background has

been thare against this. If we start discu-
ssing each other’s decision and coaduct
every tine and guestioning thsm how far
can wedon it 7 Thiw is a subjectto be
studied. You may kindly send your motion.

w} wy Frad : a3r qary A w3f g
&, wen w3 &Y = g€} aframa 4 gar
BT F A =7 g=1 & 937 5@ F5T
ufgwF 1

st aeETe T T ¥ fefmany
g S\ =Ifgd | o agi 9T 9w 6iT
qeq SEIW FY YEI Gl YR Y, aT g9 H
wrwafa g gsdt 21

MR, SPEAKER : You may kindly send
your motion. Thea [ will see. [ request you
to apply your mind ([arerruption)

SHRI KANWAR LAL GUPTA rose-

MR, SPEAKER : Mr. Kanwar Lal
Gupia. what a bad habit you have deve-
loped ? [ would request you to look mio
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 [ will certainly have it, Now.
I only request this After all. we are to
sit for three lone months. [ had a regular
medical chack-up. [ am all right, But you
must be kind to the Chair and not keep the
Chair always 01 the nerves. As 2 human
being [ am worried about your hsalth aiso.
Don't get excued; take in the normal
mann:r, in the normal way. Shn Chavan
will make a statement.

THE MINISTER OF HOME AFFAIRS
(SHRLY B CHAWAN): Mr. Saaker,
8ir, very nuurally, a pont has been rai-
s8d and | would like to clarify Govern-
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ment's position about the steps (o be taken
about the Piivy Purses, (Iater uprion) T had
made it clear here on more than one occa~
sion that Government had decided to abolish
privy purses and pnvileges of Rulers of
former Indian Siates 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 representatines of the Rulers
during which 1 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 transinonal arrangements were
being examined 1o enable the Rulers to
adiust themselses to changed circumstances.

In this Addres: 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 Par-
liament in the current session.

MR. SPEAKER : The Prime Minister.

17.18 brs.
GENERAL BUDGET, 1970-T1

THE PRIME MINISTER, MINISTER
OF FINANCE. MINISTER OF ATOMIC’
ENERGY AND MINISTER OF PLANN-
ING (SHRIMATI INDIRA GANDHI) 3
Sir, 1 rise to present the Budget for the
year 1970-71. The annual Budget is the most
important instrument through which we
impl our ive Plans for deve-
lopment.

2. Bafore I proceed to delincate the
broad features of our present cconomic
situation and of the Budget, I should like



9. Gemeral Budget 1970-71 Phalguna 9, 1891 (SAKA) General Budger 1970-71 10

10 spell out briefly the main ingredicats of
Governments approach,

3. It is generally accepted that social,
economic and political stability is not
possible without the growith of productive
forces and the aug i of ional
wealth, Also. that such growth and increase
in wealth cannot be sustained without due
regard 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 momenium to productive
‘forces. Any severance of the vital link bet-
ween the needs of growth and of distri-
buuve justice will produce stagnation or
instability. Both must be avoided.

5. The provision of adequate employ-
ment opportunities is not just a welfare
measure. ltis a pecessary part of the
strategy of development in a poor country
which can ill-afford to keep any resources
unutilised or under-utilised. Greater attens
tion to dry farming areas is not merely to
avoid inequalities in the rural areas. Itis
also an essential part of any programme to
#chicve sustained increases in agricultural
production. Enzouragemeant to small eoter-
prises and to new entreprencurs is vital
to build up managerial and entreprencurial
talent which is all oo scarce today.
Without some restraint on urban land values
and individual awnership of urban property
we cannot adequately develop housing and
other aminities necessary lo wrest the
maximum benefit from the vast productive
invesiments already made in  our over-
crowded towns and cities. The weaker
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 10 be struck between outlays which may
be immediatels produciive and those which
are essential 1o create and sustain a  social
and poli ical framework which is conduc-
dive 10 growth in the long run.

ot steg wew (arawit) : wsow
HEY2q, SqATYT ¥T A ¢ | TE AT WA
Tl digragiao e ...

ot go% T weAg (I5H) ¢ AT
Wt STqEqT T NTA § 1 gW A9E o
gaar argd § 2FeT ag g7 F17 7 7
@, fedti gatgmi af e @

SHRIMATI TARKESHWARI SINHA
(Barh) : Sir, as M=nbzrs wz hive a  right
to hear the sp2ech in the languages for
which facilities have been provided. What
is wrong with it.

MR. SPEAKER : There should be no
interruptions like this. If | have to leave
the chair to get it corrected, who will pre-
side here 7 Something has gone wrong
with the Hindi tran<lation machine and
they are trying to work it. Let hon. Mem-
bers be calm.

=t gwmw it R (717%) ¢ AR
fe=dy & wras F Wy &7 qutA Or W=\
et g ?

SHRI VIRENDRAKUMAR SHAH
(Junagadh) : On a point of order. 1 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

st gww wx wourw 7y fe=r #

a7 =T @ & | & qwz ey g g a
wRiEsHAeF & agy ww

4

(Shri Hukam Chand Kachwal then left
the House )
SHRIMATI INDIRA GANDHI

6 Economic conditions in the country =t
present permit and indeed require a more
vigorous effort to siimulate growth. During
1969.70, the first vear of the Fourth Plan,
there is every likelihood of achieving an
over-all rate of growih of 5 to 5§ per cent.
The modernisation of Indian agriculture i

well on its way; and it has led 10 a subs-
tantial recovers in industrial production.
There has been a welcome increase in

fareign exchange reserves: and the general
level of prices over the past two years has
been relatively siable. At the same time, it
is necessary to set up new capscity in &
pumber of fields in order 10 sustain growing
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Wvels of consumption, exports and employ-
ment,

7. If the opportunities for growth, which
are o w available, are to be seized fully,
the Central and State Governments must
make adequate provision for developmental
outlays in the coming year. Private investe
ment in agriculture, small industry and
condtruction has been buoyant for some
time now: and there is a revival of interest
In investment in organised industry. A
decisive increase in Plan ouilay in the pub-
lic sector will also stimulate  productive
investment in the private seclor.

8. Apart from providing for a sgnifi-
cantly higher Plan outlay, the Budget for
1970-71 makes special provision for a
pumber of schemes which combine an
element of social welfare with future growth
potential,

9. It is with this positive approach 1o
the preblems of growth with stability and
social justice, that we have sought to give
pew emphasis and 2 new sense of urgency
to econmic policy in recent months, The
pationalisation of banoks, for which there
is overwhelming support in this Honourable
House and the country at large. will, I am
sure, be soon put on a stable footing. The
Monopolies Act and the decisions that the
Government hase already taken in the light
of the recommendations of the Industrial
Licensing Policy Inquiry Commitiee should
belp to avoid the concentration of econmic
power and provide encouragement to small
and new entreprencurs. At the same time,
well established industrial companies will
be able to participate in the core sector
#nd in industries with export orienation.
Tt has also been decided that Government
&s well as financial imstitutions should
wssume special responsibility to promote
{ndustrial development in selected backward
greas, The Fourth Plan, as it is now being
‘revised, will take particular care to look
after some of the uraent socioeconomic
requirements, such as the development of
suitable fechniques for dry farming areas,
greater  employment  opporturities  fur
Tandless labour, the adequate supply of
-drinking waler and the improvement of
wrban environment 1n many of our conges-
ied meropolitan aress,
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10. According to Revised Estimates,
the deficit at the Centre for 1969-70 is now
estimated 10 be Rs. 290 cores as against the
Budget Estimale of Rs. 254 crores. The
transfer 1o State Governments, on accoufit
of their share in Central taxes and duties,’
has increassd by Rs, 104 croves over thé
Budget Estimates, largely as a result of thé
Finance Commission's award. A substantidl
provision of Rs. 275 crores by way of non-
Plan assistance 1o the States had also to ba
made so as to enable them to carry out their
Plan programmes. As a rex:it of continued
decline in imports, the collection under
import duties and disbursements onder
external aid are pot likely to come up to
Budget Estimates. On the other hand,
collections under income-tax and non-lax
revenues and receipts [rom market loans
will be larger.

11. Since several States continue to
have gaps in resources, it would be prudent
to provide in advance for special assistance
to them. Accordingly, it is proposed to
provide Rs. 175 crores in the Budget next
year 1o cover the gaps in the resources of

certain Stales 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. 615 crores this year to Rs, 635
crores mext year. If State Gowvernmen'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. e, an increase of the
order of 20 percent.

12, It is proposed to raise Central
Plan outlays, including those on Centrally
spfmsoted schemes, from Rs. 1223 crores
this year to Rs. 1411 crores next year,
i. e., by rooghly 15 percent. The Centre
Plan next year provides Rs. 39 crores more
for agriculture and allied programmes,
Rs. 84 crores more for transport and
communications, Rs. 31 crores more for
power and Rs. 28 crores more for social
services, includiog family planning, The
Plan outlay of the Union Territories is
also being augmented form Rs. 66 crores
to Rs. 76 crores.

13. Taking the Centre, States and the

Union Territories together, the Plan outlay
will increase from Rs, 2239 crores in 1969-70-
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“to Ry, 2617 crores in 1970-71, i e., by about

Rs. 400 crores, At this stage, this represents
8 substantial effort 1o accelerate the pace
of development. In addition to the Plan
provisions made in the Budget, institutional
finance to assist industry and agricullure
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.

14, 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 is being separalely circulated to
Hooourable Members, This memorandum
also outlines some of the new initiatves
which we propose 10 take in order 10
combine growlh with a greater regard for
the welfare of the most needy sections of
society, 1 shall, therefore, refer to them
.galy buiclly bere.

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

(@) It is proposed to provide next year
a sum of Rs. 25 crores for selected
rural works programmes particu-
larly in areas which are prone to
famine. This provision will be
ouiside the Plan and will form
part of the amount set aside for
drought relicl during the year.

(¢) An Urban Development Corporation
‘o with an authorised share capital
of Rs 10 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 aciivities, such
a3 slum clearance. housiog and
urban land development.
(d) A substantial provision has been
made in the Pourth Plan for
the supply of drinking water. [
have written to the Chiel Ministers
that the bulk of this provivion
should be used wo provide drinking
water (o those areas which have

no easy access to this basic require-

ment rather than t0 improve

existing facilities in bigger towns.
(¢) To provide more comprehensive
benifits to industrial workers, who
are liable 10 pay contribution to
the Employees Provident Fund
8t the 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 ihe Gover-
pment to make up a separate fund
from which family pensions as well
asa lump sum payment in the
eveot of death will be provided,

(f) The minimum pension as also
family pension for Ceniral 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 (o those entitled to pensions
io future. For industrial employ-
ces also, the scheme, to which I
referred earlier, provides for a
minimum family pension of Ri. 40
per month,

To supplement existing schemes
for school feeding and the like, &
begioning is being made with a
programme to meet the putritional
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 lime, the programme will
be extended with the help of
specially designed schemes to raise
additional resourc.s.

1S. At the existing rates of taxation
sevenue receipts are likely to inciease from
Rs. 1587 crores this year to Rs. 3867 crorea
pext year. After allowing for statutory
transfer to the States, the revenue receipls
available to the Cenire will increase from
Rs. 296% crores to Ks. 3167 crores. Revenue
expenditure next year is expected to
increase by Rs 176 crores. of which Rs,
68 crores is on Plan schemes and Rs 108
crores on pon-Plan items, Total non-Plas
expenditure has been restricied o the
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minimum and will increase by about 4
per cent.

16. Honourable Members will also be
glad 0 note that the internal resources of
public sector enterp:isss, which are available
for iheir expansion, will increase from
Rs. 162 crores this year to Rs 202 crores
mext year. Market loans are estimaied
at Rs. 162 crores mext year as against
Rs. 141 crores in the current year. Receipts
under PL 480 and other fcod aid, including
some on revenue account, are expecied o
decline from Rs. 239 crores this year to
Rs, 161 crores in 1970 71, Receipts under
other aid should be more or less of the
same order as this year, Taking account
of all other items, including the provision
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of interest wilhout any special tax conce-
tsiony, The present tax free facilitics will
also ke continued with slightly higher rates
of interest, The rates of interst on
contributions to the General Provident
Fund and the Public Provident Fund are
also being enhanced slightly, |1 shall have
occasion later to refer 10 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 bave just presented have
been aimed at stimulating growth while
providing for some measures of social
welfare for the less privileged sections of

for the Plan and for special to
the States outside the Plan, the capital
account will show a deficit of Rs. 385
crores. Th: revenue account is expected
to show & marginal surplus of Rs 1§
orores.

17. 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 Siate sponsored institut'ons
bas, 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 posial
system exiends to many areas which cannot
be covered by baoks in the near future,
The postal system, therefore. also needs to
be harnessed for greater mobilisation of
savings, At present our small savings
schemes, including Post Office Savingy
Bank accounts, offer facilities for savings
with a number of tax concessions, 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 groupe, a
higher rate of interest would be more
attraciive than a lower rate with corres-
ponding tax concessions. Accordingly, it is
proposed to introduce & new series of time
deposits, recurring deposits and  savings
certificates, which will carry higher ratss

the ity. The same considerations of
growth with social jusiice must govern the
manner in which resources are raised to
meet the requirements of Government,

19. In a country like India, whers
Government assumes the major part of
the responsibility for the promotion of

pital forr ,the Gover Budget
should yield a substantial revenue surplus
to 1ake a care of a part of the needs on
capital account, This is all the more so at
a lime when net receipts under floreign aid
and concessional imports of foodgrains are
declining in keeping wilh our ohjective of
achieving self-reliance in the shortest possi-
ble time. At existing raies of taxation. the
renvepue account for 1970-71 will yield
only a nominal surplus, The ratio of taxati-
on 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 cootinuing requirements of growth
and social welfare,

20. In ecolarging 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 keep on the right side of Lhe law.
Accordingly, 1 bave tried to plug some
major Joopholes i our tax system and o
wilhdraw some of the concessions which
have outlived their wility. Taxation is also
& mejor instrument in all modern socicties
to achieve greater equality of incomes and-



V7 General Budger 1970-71

wealth. It is, therefore, proposed (o 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 land valucs
and individual holdings of urban property,
the taxation of urban land and buildings is
being substantially increased. At the same
time, the concessions available al present to
stimulate savings are being rationalised, so
as to make them more effective. Some mar-
ginal relief in direct taxation is also propos-
ed for low income groups. In Kkeeping with
the need 1o stimulaste higher production and
investment no significant change in corpos
raic taxation is proposed,

21. Neacly 75 per cent of Central tax
revenues are derived from indirect laxation,
i.e.. from customs and excise duties. Any
atiempt to impart greater stength 10 the
fizcal system, therefore, cannor disregard
the scope for imcrease in indirect taxation.
The proposals in this field are designed
primarily 10 raisc addiiopal resources in a
manner which helps our progress towards
selfl-reliance and restrains the consun.plion
of certain commodities. Such restraint is
necessary from the economic or the social
point of view, By and large, the additional
taxation of invesiment goods or producer
goods has been avoided and the bulk of the
increase is in respect of final consumer
goods. Wherever it has been necessary lo
touch items of common comsumplion, an
attempt has been made 1o safeguard the
consumption of the poorer seclions of the
community to the maximum extent
possible,

Direct Taxation

22. The marginal rates of income taxa-
tion will be increased progressively on all
personal incomes above Rs. 40.000 per year.
With the addition of the ge at 10
per cent. the maximum rate of 93 5 per cent
will now be reached in the slab over Rs. 2
lakhs as against 2.5 per cecot in the slab
over Rs. 2} lakhs at present.

21, Simultancously, the existing rales
of ordinary wealth tax are being enhanced.
At present, these rates vary fom 0.5 per
cent 10 3 per cent. They will now vary from
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1 per cent at the lowest slab 1o 5 per cent
at the highest slab. For the individual. who
derives hus entire iucome from wealth, the
combined effect of ircome and wealih taxa-
tion, as pow proposed, will inpose an
effective celling cn income a'ter 12x, when
such income rcaches approsinately 'R,
25.000 per annum. On the other hand, there
will be an  inbuilt incentive in favour of
eained incomes. When income is wholly
carned, 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 all levels,

24. Hornourable Members are aware
that we are at present- examining practical
means of imposing a ceiling on urban prop-
eity. While the legal and other aspects of
the matter are being examined, it is propo-
sed to increase the additional wealth 1ax on
urban lands and buildings, so that the
objective of a ceiling on urban propeity is
achieved at least in part, within the frame-
work of the powers alieady available to
the Centre. At present, the additional weal-
th tax vn urban lands and buildings 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 lakh and
wilh an initial exemption ranging fiom Rs.
4 1oRs. 7 lakhs in different categories of
cities. The tax is leviable on the balance at
rates ranging from 1 per cent 10 4 per cent.
The maximum rate is reached when the
value of urban lands and buildings exceeds
Rs. 19 1o Rs. 22 lakhs. 1t is now proposed
to levy a tax of 5 per cent on the value of
urban lands and buildings in excess of Ry,
5 lakhs and at the rate of 7 per cent on 1ke
value in excess of Rs. 10 lakhs. No distip.
ction will be made in regard to the exemp-
tion on the basis of the population of 1he
area, in which the properues are situated,
The definition of an urbap erea is slso being
enlarged to include areas within the lin jts
of any municipality or other similar authorj-
ty haviog a population of 10, 060 or more,
with powers to cover by notification arcas
up to 8 kilometres outside such limits.
Business premises will continue to be exclu-
ded from the proposed levy as at present.
However. guest houses maintained by 1hose
liable to pay this tax wilnot ke reckoned
as business premises. Provisions are alo
being made to prevent awvoidarce 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-
1y hzld companies. Another measure which
is inteaded 1o serve a si nilar purpose, prov-
ides for the taxation of capital gairs arising
from ths sale or transfer of agricultural
land situated within urban aress.

25. One of the major devices leading
to tax evasion and avoidance is the creation
of privaie trusts, At present discretionary
trusts are taxed on their incom: and wzaith
at the rates pplicable to individuils These
fower rates lead to the proliferation of such
trusts Tt is proposcd that in future, discre-
tionary trusts would be taxed at a flat rate
of 65 p=r cenl on their incomes and 1 § per
cent on their wealth or at the rates applic.
able in the case of individuals, whichzver is
higher. Provision is, howsver, being made
for exemption from these flat rates for
certain categories of existing dis:retionary
trusts.

26 In the case of charitable and reli-
gious trusts, exemption f om tax would be
allowed only in respect of income actually
upplied to the purposes of the trust in the
#ame year, or within three months of the
close of the year. Further, the exemplion
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 iaterested and the t
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be applled uniformly irrespective of the
location of the residential bouse. -

28. The rates of gift tax are also being
revised to bring them more in line with the
rates of estate duty and the present exemp-
tion limit of Rs 10000 in respect of gifts
made doring a year is being lowered to
Rs, 5,000,

29, Those who are united in Heaven
should not be put asunder by a mere tax
coliecior, On this view, the income and
wealth of husband, wife and minor children
should bs aegregated for purposes of inco-
me and wealth taxation, Buat in matters like
this. enforcad unity sometimes lecads 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. 1 000
from investment in the Unit Trust and upto
another Re, 1.000 of dividends on shares 1m
Indian companies aswell as the whole of
the interest carped on a number of smatl
savings schemes and Post Office savings
accounts is exempt from income tax. There
is no reason why a distinction should be
made between such invesiments and invest=
ments in other financial assets, such as secw
rities of the Central or State Governments
approved rural debentures deposits in bunk-

of the investment cxceeds 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 companies, cooperative banks and land
mortgage or land development banks and
the new small savings «<cheme and Post Offi«
ce deponit accounts which are not to enjoy
any special tax concessions It is therefore,

are also heing made to prevent indirect
benefits being enjoyed by the authors or
founders of such trusts. On the other band
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 in a place witha
population not exceeding 10 000, For hou-
#e3 situated n larger towns, the monetary
limit for exemption is Rs. | lakh, The
monotary linit of Rs. | lakh will now

proposed that i upto Rs 3.000° wil
be exempt from income tax provided it is
deiived from investments in Unit Trust or
shares in Indwan companies or any of the
other categories which | have just mentiom~
ed, The exemption in respect of small savi-
ngs schemes and Post Office savings acco-
unts. where special tax concessions arc ava-

ilable, will cootinue to be available
addiuonally,
31. Simitarly, it is proposed that,

apart from the present general exemption of
Rs 1 lakh in the case of imlividuals and
Rs. 2 lakhs in the case of Hindu undivided
families and a residemiial house upto valse
of Rs. | lakh investments in a wide variety
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of finaneial assets upto a tcizl of Rs, L5
lokhs will be exempt from wealth tax, Even
today, investments in specified small saviogs
certificates, Post Office savings accounts
and five-year fined deposits with the Cent-
ral Government are exempt from wealth tax
and any one who takes the maximum adva-
ntage of these provisions can claim exempti-
on up to Rs, | 2 lakhs, The enlarged limjL
of Rs, 1 5 lakhs will pow include investme-
ats in the Unit Trust, shares of Indian
companies, sccurities of the Central or
State Governments, approved rural deben-
tures the new small savings schemes and

Post Office deposit accounts and deposits .

in banking companies, cooperative banks
and land morigage or development banks.

32, On the other hand, in view of these
generalised provisions to  encourage
savings, there is no reason to contioue the
scheme of tax credit ceriificates in respect
of investments io new equily issues. These
will accordingly be discontinued in 1elation
{0 new equity 1ssues after 31st March 1970,
Existing concessions regarding cootributions
to hife insurance, provident funds, etc., will
continue.

33, Suggestions have been made, from
time 10 time, that the exemption lmit for
income tax should be raised as a measure
of relief to lower income groups and in the
interest of better tax admimstration. It has
been urged that by removing a large numb-
er of small assessees from the scope of
tncome taxation, Income-tax Officers will
have more time to devole 1o larger cases
where the gain to revenue would be corres-
pondingly greater. In a2 poor country like
ours, the present exemption limit which
waries from Rs 4,000 to Rs. 4,800 in accor-
dance with the number of dependents,

be considered bly low in
yelation to the average level of income in
the country. At the same tmec, there is
‘considerable force in the argument that tax
administration would improve if income ax
authorities did not have 10 devote s0 much
Aime to smaller cases, Faced with this dile-
_mma,.1 have decided 1o appeal to the high-
er court of family pla..niog, and I propose
to do away with the present system where
exemption is related to the number of depe-
adents. In future. a uniform exemplion
. himit of Rs, 5,000 will apply in the case of
-all pon-corporale assessces iriespective of
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whether they are manied or bave any chil-
dren. This will make for greater acminitra-
tive simplicity and give a amall benefit 10
all income tax payers The relief will be
paluraliy greater for those who continue 1o
scck relief fliom matrrony or parenthood
as well, The change in respect of the exem-
ption limit would involve some loss of rey-
eoue, But | have taken po debit for it as
it should be more than sffset by thie impro-
vement in lax administration resulting from
gre.ter concentration on cases involving the
bigger asses:ces,

34. It is also proposed to provide a
minimum deduction of Rs. 20 per month
in heu of the cosi of travel 1o work to alt
salaried assessees. At present, deductions
ranging from Rs, 5 per momtbh 10 Rs, 250
per month are permissible for people who
travel 10 work on a bicycle. motor-cyele,
scooter, moped or a motor car, The dedu-
ction of Rs. 20 per month would be avai-
lable 10 those who travel to work on a
bicycle or by public conveyance or by any
other mcde,

Al the yame time, the higher deduction
of Rs, 250 per month for a motor car which
is spplicable to higher income groups is
being ieduced 10 Ks, 200 per monib, as
there is no reason why those who presum-
ably own a moie 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. Lt has been decided to leave the pre-
sent structure of corperate taxation more or
less alonc in the interest of maiptainiog a
stable climate for investment decisions. The
only sigoificant change is that all entertain-
ment expenditure incurred in India in busi-
pess and the professions will now be dis-
allowed in computing profits, Similarly,
expenditure on guest houses, other than
boliday homes for the benefit of employees
on leave, will be disallowed, Those who
enjoy the hospitality of their business fricnds
should now no longer find their scnse of
gratitude dimioished by the thought that g
part of the hospitality is really paid for by
the Exchequer

36. Thecombined effect of the increases
io direct taxation irn a full yesr would be a
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gain to revenue of Rs: 36 croies. In fact
when the measures to plug loopholes such
a3 ths revised procedure for the taxation
of trusts become fully effective, the revenue
gain will be substantally larger The addi-
tional revenue from wealth tax will become
avai'able  only in 1971.72 The
additional revepue from income tax also
will hs available only in the part during
1970-7v by way of advance tax and dedu-
ctions atisource Thus. despite the substan-
tial measures of additional direct taxation
the net addition to the Centre's resources
from these changes in 1970 71 would be
Re 5 crores only. But it will rise to Rs 23
crores in 1971-72 The States will gain to
the extent of Rs 10 ¢rores in 1970-71 and
Rs. 13 crores in 197172,

February

Indirect Taxation

37 Turning now to indirect taxation,
it is proposed 1o abolish or reduce export
duties on a nunber of items so as to main-
tain their competitive position in world
markets, Thz duty on jute canvas. jute we-
bbinzs jut2 tarpiulin cloth and manufactu-
res thereof is being reduced from HKs 500
to Rs, Z)) p2r metric tone. The most impo-
rtant chan.e relates to tea, whzre the expo-
rt duty is being abolished altogsthsr At the
game time th: exaise duty on loose as well
as pickage reas is being raised with “the
provision for ad hoc rebite on exports at
rates varying with the price of exported tea.
On baliace. the dutv barden on the export
of all teas will be reduced with a margin in
favour of teas f:iching a higher value so as
toencourage the export of quality teas. The
export duty reductions will mean a loss in
revenue of R« 9.75 crores. .

38 In orler to give impetus to import
substitution, the import duty on machinery
is beine raised from 27§ per cent to 35 per
cent ad valrr m  This increase, however,
will not apolv to the machinery which is
required for the inital setting up of projects,
or for sub-tantial exnansion of exising-pro-
Jects.wherh :r in the puhlic or the private sec-
tor. Th:im et duty on motor vehicle parts,
phirmaceutical ch=micils and non electris
cal instramznts, apparatus and appliances
will bz increased by lu per cent ad valorem,
Th: duty on certain plastic materal and
michroms and other eleciricals resistance
wired will be raised from 60 per cent to
100 per cent ad valirem.
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39. There is a proposal regarding cus=
toms duvies which is in‘ended nenher to
replace imporis by domesuc production nor
to produce revenue In ord r to curb cons-
prsuous consunpron and as a modest ges-
ture of personal. if not polincal, reconcilia-
tion. [ propose to increase the duty om
whisky, brandy. gin and wines.

40, Inclusive of additional duties corr-
e:ponding to the changes in exise dutics te
which 1 wil! soon turn, the additional reve-
nue from import duties wall ammount 10 Rs,
29 75 crores. Thus the net gain in customs
revenue after adjusting the export duty loss
will be Rs. 20.00 crores.

41. It has often been supgested that the
scope for excise taxanon should be winde-
ned to included taxation at a low rate of
about 10 per cent on practically the whole
range of manufactured products. Without
going that far. it is proposed 10 levy a 10
per cent ad valorem excise duly on a num-
ber of new items including eflice mackines,
metal containers. sparking plugs. sizinless
steel blades, slotted angles. jion safes and
sale deposit vaults. The levy on office ma-
chines, will cover items like typewriters,
calculating machines, cash regisiers. cheque-
writing machines. computers and inteicom-
devices The duty on metal containers will
be confined 10 those intended for the pack-
aging of goods for sale. including casks,
drums cans, gas cylinders and rigid contais
ners. The additional revenue from 1hese
pew duties will amount to Rs. 10.40 crores.

42. Similarly. among chemical products,
duty at the rate of 10 per cent ad valovem
will now be levied on calcium carbide, bleas
ching powder and sodium hydrosulphite and
the pre«went duty of 3 per cent on soda ash
and ciwusiic soda will be raised to 10 per
cent An exise duly of Rs 300 per nwetric
tonne is also being levied on synthetic
rubber These changes will bring 10 an addi-
tional revenue of Rs 5.30 crores.

43 A 10 per cent ad valorem duty was
levied last year on prepared and presreved
food The scope of the duty was, however
limited by notification 1o preserved and
canned fruis. jame, jellies fruit juices.«qua-
shes and certain meat products. | propose
nowto remove the bias against 1ruils and nieat
by exiending the scope of the levy to inclu-
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de products such as vegetable juices, syn-
thetic syrups and sherbets, de-bydrated
peas, malted foods. instant colfee, instant
tea, jelly crvstals, custard and ice-cream
powders, biscuits, coca powder, drinking
choeolate, pasteurisad butter, processed
cheese, branded acraied waters, glucose and
dextrose. 1 hope Honourable Members will
not accute me of having preferences of my
own as, even under my proposals, aerated
watrrs, 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,

44, The duty on sanitary-ware and
glazed tiles of pa-czlain will be raised from
15 per cont and 10 per cent respectively to
25 per cent. The duty on room air-conditi-
oners will be raised from 40 per cent to
53-1/3 per cent and similar increase is also
being made in respect of larger refrigera-
tors with a capacity exceeding 165 litres.
The duty on parts of refrigerators, air-condi-
tioning plants and machinery is also being
raised from 53-1/3 per ceot. to 66-2/3
per cent. Componeats and machinery
required for cold storage plants, air-
conditioning of hospitals run by Govern-
ment, lo:al bodies and public trusts,
as well as faciory establishments will, hows
ever. be exempted from the scope of the
increase. It will be seen that small size ref-
rigerators will not be affecied. I propose,
very reluctantly, to withdraw the exemption
in favour of television sets and impose a
duty of 2 per cent ad valorem, The gain to
revenue from these measures will be Rs,
2 24 crores.

45. In the case of aluminium, the exist-
ine specilic duties are being replaced by ad
valorem dutes With a certain degree of
rationa®isation, this will produce an additio-
nal revenue of Rs. 4 70 crores The duty of
Lizid plastic boards and unsupported P,V C.
shee's 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
excice dutv on polyester fibre of 2 deniers
-or less from Rs 21 to Rs. 25 per kilogram
'with a corresponding incrcase in special

1891 (SAKA) General Budge: 1970-71 26

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
cent to 10 per cent The duty will vary
according to the value cf the fabric and in
the case of the cheaper varictics, whose
wholesale price is less than Rs. 2 50 per sq.
metre, there will in fact be some reliel as
compared to the pres2nt position. 1 propose
to make no change in relation to coton
fabrics with the exception of a minor mea-
sure of rationalisation, wherebv certain fab-
rics at present taxed at spzcific rates, will
be subjected 10 od valorerm levy, The pro-
posals on svnthetic fibre and artificial silk
fabrics will yield an additional revenue of
Rs. 13.78 crores,

41. The demand for petroleum produce
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 0il by kero.ene. which has
assumed substantial proportions, and to
discourage the use of furnacs oil 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-
jor kerosene by 2 paise per litre and om
furnace o1l 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 crores w il be in respect of motor
spirit and Rs 9 2 crores in respect of kero-
sene. The increase in the duty on furnace
oil will not apply to such oil used in coas-
tal shipping and for electricity peneration
and there will be no change in the duty om
inferior kerosene. Honourable Members
will also note that the increase in the price
of superior kerosene will be only modest,
i. e, 35 per cent.

48 T am sorry that the smoker's pocket
has to be touche ! once again. The duty on
cigarettes is being enhanced with the increa-
se ranging from 3 per cent 10 72 per cent
ad valorem depending on the value slabs,
The cheaper varienes of cigareites will go up
by only one or two piise per pocket of 10
cigarettes Assumine that the smoking comm-
unity remains steacfust in its devotion, the.
additional resenue from his measure will be-
Rs, 13,50 croves.
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49. As already mentioned, the exise
dl.lty 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
oneand only a marginal increase of 10 paise
per kilo on teas produced in zone two. For
other zones, the increase varies from 45
paise 10 oné rupee per kilo After allowing
for the rebate on export, there will be  an-
additional reveouo of Ra 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 37} per cent ad valorem. In the case of
levy sugar, which account for 70 per cent
of the total, there wouid 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 12§ per cent
to 174 per cent, But as far as the rates
undel 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 hbrs,

51, There are also a number of changes
proposed in the excise duty structure by
way of rationalisation, simplifi or
clarification of the present position, The
statutory rate of duty on tin plates, for
example, is being raised from Rs. 375 to
Rs, 400 per metric tonoe, in oOrder to re-
move the present anomaly of the indigenous
tin plaies paying a higher cumulative duty
than the additional duty borne by imported
tin plates. The exice duty on paints and
varnishes manufactured by wnits ot
employing power will be wholly exempted
as also the duty on fertilizer mixtures made
out of fertilizers which have aready paid
du!} irrespective of whether such mixture
‘pre produced by power or not. Some relief:
is also being accorded in the casc of strow-
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boards and millboards by revising the excise
duly 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 provisicns of the
Finance Act 1969 are also being continued,
52, The total effect of all these propo-
sals pelating to excise duties will be an
additional revenuc gain of about Rs., 135
crores, of which Rs. 100 crores will accrue
10 the Cenlre and Rs, 35 crores willbe the
share of the States and Unicn Territories,
Posts and Telcgraphs
53, The posts and Telegraphs Depart-
ment is likely to be in deficit next year also,
Accordingly, postal, telegraph and telepho-
ne tarifts will be revised to some cxtent
from dates 10 be notified, These revisiops
are outlined in a memorandum being circu-
lated with the Budget papers, Briefly, there
will bc some increase in postal tariffs in
respect of parcels, registration fee, des-
paich of value payable articles, money order
commission, supplementary 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 15 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, arc not being
touched; in the case of money orders also
no increasc is being made up to Rs, 100.
The proposed changes will yield Rs. 822
crores in a fult year and would leave
for next year a surplus of Rs, 1 crore
after mecting the anticipated revenue
‘deficit. The effect of thcse changes has
been accounted for in reckoning the total
internal resources of public undertakings.
Somming up )
54, To sum up, thc measures for the
additional taxation propesed will yield a
total revenue of about Rs. 170 crores in
1970-71 of which Rs. 125 crores will accrue
to the Centre and Rs. 45 crores to the
States. In subsequent years, when the full
cffects of the changes in direct taxation will
be felt. the gain to Centr:l and States reve-
nues would be larger even without allowing
for the normal growth factor. As a result
the budgetary gap at the Cenlre next year
will be of the order of Ks. 225 crores as
against the Revised Euimate of Rs. 290
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crores for current year, In view of the re-
‘cent upward pressure on prices and the
substantial increase in mopey 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 shoald 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 wilh continued
vigilance in this regard, the deficit in the
Government Budget now proposed should
pose no threat 1o the general stability of
prices The central Budget has provided
adequately for \he plans of the States not
only by increasing Plan assistance and by
providing for substantial non Plan assistan-
ce but also by raising addiuonal resources
in a manoer which would bring considerable
gains 10 the revenues of State Governments.
I hope that against this back ground, the
States 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. 1 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 natiopal economy,
At the very bewinning of my speech. I ende-
-avoured 10 set out the broad framework
withid ‘which this Budger is cast. That fra-
mework, 1 believe, is consistent with the
political, economic and social realities of
our coun'ry. Convinced as I am of its ess-
ential soundness, there is no alternative but
to tread a difficult but determinsd course,
If the opportunities for growth which are
80 much in evidence are to be seized fully,

no effort must be spared in raising resoyrs__

ces for the purpose. To fiinch from this
effort at this stage would be to impose
even heavier burdens in the vears to come.
if we allow the preient momentum of grow-
th to wane for the sake of some purely
temporary advan'age, we will deny ourse-
ives the cumulative bencfits of a higher
rate of growth for all time t» come. If the
requiremenis of growth are urgent, so is
the need for some selective measures of
social welfare. The fiscal sysiem has
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also to serve the emds of greater
equality of incomes, consumption and

wealth, irrespective of any immediate need
for resources. At the same time, the needs
of those of our 1y 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.

18.12 hrs,

FINANCE BILL, *1970

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 10 the financial proposals of
the year 1970-71.

MR. SPEAKER : Motinn moved :

*That leave be granted to introduce
a bill to give effect 1o the financial
proposais of the Central Government
for the year 1920-71." 3

st fomwer W (WyaEnl) o weqw
7T, J @ g W g o &
wreAew fad 81 uqw @ A §,
gafag g% vasr waw fzar I )

MR. SPEAKER : Will you please sit
down 7 Mi, Jha wants to oppose as usal.
He has made it a praclice 10 oppose every
Bill at the introduction stage.

ot farrwer WY T A g WO
FEFTI

itqq'fwi (Fn%): ar ar wy
fraa} #t aef«7, ar gaat a¥er Afad
WAy &y am ?

MR. SPEAKER : Wili vou please sil
down 7
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