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Shri B. R. Bhagat: I said that the
income-tax legislation is a fiscal
legislation and this concept relating
to Hindu law cannot be incorporated
there.

Shri C. K. Bhattacharyya: I do not
dispute what the hon. Minister has
stated. But when a term is used in
the Bill, it should be clearly defined;
either in the Act itself, or in the
General Clauses Act or somewhere
else. An Act cannot go on using a
deflnition which is vague, which is
capable of many interpretations.

Secondly, the essence of the mean-
ing of Hindu undivided family should
be found out from experts on Hindu
law, who alone can say how far the
scope of that term should go and
whether it should include all types of
Hindu families.

These are the two suggestions I
want to make to the hon. Minister, I
have been trying for it all these
vears, and 1 would be trying for it
again. I find the hon. Minister is
not in a frame of mind to accept it,
but in the expectation....

Shri B. B. Bhagat: The House has
also to accept it.

Shri C. K. Bhattacharyya: The Mi-
nister should accept it first. Then
the House will automatically accept
it. That goes without saying.

1644 hrs.
[Mr. SPEAKER in the Chair]

My first object is the hon. Minister
and then the House. If he is not in
a frame of ming to accept it, I would
rather have the Bill withdrawn. I
will bring it again at a more suitable
time, when there is a more favour-
able climate for the consideration of

.such a Bill and when the hon. Mi-
nister is in a mood for the acceptance
of the Bill.

Mr. Speacker: Hag the hon. Mem-
ber the permission of the House to
withdraw hig Bill?

Some Hon. Members: Yes.

The Bill was, by leave, withdrawn.
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STATEMENT RE: ENHANCEMENT
OF BANK RATE, MODIFICATION
OF CREDIT CONTROL, ETC.

The Minister of Finance (Shri T.
T. Erishnamachari): Mr. Speaker,
when | spoke in the Lok Sabha 8
little over a week ago I referred to
the concern with which Government
viewed the deterioration in the price
situation. The general index was
156.7 on September 5, an increase or
not less wnan 14 per cent over the
year. The deterioration in the price
situation and the vulnerablility in
particular of food prices are basically
tne symptoms of increasing strain
under wnich the economy is currently
operating.

A policy of utmost economy in gov-
ernmental expenditure and a drastic
pruning down of non-essential expen-
diture is called for urgently to reduce
the strain of excess demand on the
economy. A few weeks ago 1 had
announced that the Central Govern-
ment had decided to effect economues
in expenditure of over Rs. 70 crores.
I would like to reiterate, however,
that this figure must be regarded as
the abselute minimum.

It was also my hope that the States
would be able to prune down their
expenditure substantially. I  would
earnestly appeal to the States to re-
view their expenditure position in the
light of the current serious sup-
ply and price situation. The
financial position of several States
despite substantial Central assis=-
tance continues to cause con-
cern. In the interest of over all
stability and successful planning there
is no glternative to the maintenance
of utmost vigilance in limiting overall
expenditure to available resources.

In particular we should seek to keep
the leve] of deficit financing to the
absolute minimum. Thig is all the
more necessary as the capacity of the
economy to bear deficit financing has
been weakened by continuous re~
course to thisg form of finance and
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additional doses of deficit financing in
the light of the tight position on the
supply side would only aggravate an
already serious situation.

i had mentioned earlier that the
operations of the private sector were
no less significant in bringing about
the present imbalance between the
rate of monetary expansion and real
output growth. This also calls for
vorrective action. This has been
vngaging the Reserve Bank's atten-
tion and on a3 review of the present
situation the Reserve Bank has decid-
ed to raise the Bank rate to 5 per cent
with immediate effect.

In addition, the existing mechanism
of credit control ig being modified.
Hitherto the borrowings of scheduled
banks from the Reserve Bank were
being regulated through a system of
quotas. The Reserve Bank has now
decideq to introduce a system under
which the cost of commercial banks’
borrowings from the Reserve Bank
will be linked to the actual level of
credit extended by the commercial
banks in relation to their own
resources. Thus, the emphasis will be
on increased cost, rather than a direct
restriction of the availability of credit
from the Reserve Bank, to secure the
needed restraint. In this way,
genuine productive requirements of
the economy will not be affected.

The capacity of the banking system
to meet the growing credit demands
of an expanding economy will essen-
tially depend on the success with
which it can increase deposits. The
present narrow spread between the
interest rates on short ang longer
terms deposits is not conducive to the
process of deposit mobilisation. The
Reserve Bank is, therefore, simul-
taneously taking steps to introduce a
more orderly deposit rate structure
under which the rates on longer term
deposits will become relatively more
attractive to the holders and thus
assist deposit mobilisation.
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