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Makers of

India’s leading manufacturers of storage batteries

From aircraft to diesel starting, automotive to railway, industrial to telecommunications, portable radio
to traction—there is an ABMEL battery to do the job.

ABMEL manufactures renowned brands such as EXIDE, EXIDE-IRONCLAD, CHLORIDE, DAGENITE
and INDEX. Each an outstanding battery in its class.

ABMEL IS INDIAN. Over 18,000 shareholders are Indian Nationals. All standard components are
manufactured indigenously and these meet the highest international standards.

Advanced techniques in manufacture, latest machinery and equipment, modern quality contro! and the
combined technical know-how of an international organisation make ABMEL the leading manufac-
turers of storage batteries. :

ABM[[ ASSOCIATED BATTERY MAKERS (EASTERN) LIMITED

EBSC-88
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This large factory for Associated Bearing
Company Limited, manufacturers of SKF
bearings, was constructed in a record time of
18 months—in precast reinforced concrete.
Large column free working space was achieved
by using high strength controlled concrete.
The roof consists of reinforced foam concrete
slabs to lighten dead loads and improve ther-
mal insulation.

A special feature was the design and fabri-
cation by ECC of cranes and gantries parti-
cularly suited for the project.

Executing this and many such jobs well
within the schedule time has earned ECC a
reputation for speed and excellence in the field
of civil engineering contracting— a reputation
spelt out in the design and construction of the
Modular Laboratory at Trombay, the Weaving
Shed for Madurai Mills at Ambasamudram,
Indian Overseas Bank building at Madras and
SO on.

For Associated Bearing Company Limited,
ECC also constructed overhead water reser-
voir, sewage treatment plant, cooling tower,
concrete roads, and other structures.

ENGINEERING GONSTRUCTION
CORPORATION LIMITED

a wholly owned subsidiary of Larsen & Toubro Limited

Associated Bearing Company's factory building at
Chinchwad : area-1,60,000sq. ft. Canteen - 26,0005q. ft.

A factory

that has got to
~thriveon
’~ precision
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A Budget in Search of a Policy

BUDGET-MAKING, by its very nature, is condemned to try to please everyone.
‘Not surprisingly therefore it frequently fails even to give reasonable satisfac-
tion to 2 reasonable number of people. This alone however does not explain
why the budget of the Central Government which Mr Morarji Desai presented
in Parliament on May 25 had fallen flat on the nation. The provisional budget
estimates which he had published earlier in March this year were described as
an “interim” budget. That it was in a political and administrative sense. We
wonder whether the regular budget which he has now framed cannot also be
described as an “interim” budget, but in the economic sense.

The Finance Minister has openly stated that he does not see his way clearly
to positive policy-making because of the uncertainty whether there would be a
good monsoon this year equal to the task of assisting the economy to recover
and recuperate from the ravages of two successive droughts. He has pleaded
that, in the circumstances, he is unable to formulate with any degree of assu-
rance forward-looking policies for continuing economic development. An
admission of this kind is entitled to be treated with respect for its candour and
regarded with sympathy for its claim to basic good intentions. This budget
therefore has to be scrutinised primarily in terms of how valid and adequate
it is as a “holding operation.”

Mr Desai has emphasized the fact that he has fulfilled the promise he had
made to himself in his interim budget statement that he would not contemplate
any deficit financing in the balancing of government disbursements with govern-
ment receipts over the current financial year. But his achievement in this res-
pect has been disputed. Prof B.R. Shenoy and Mr N. Dandekar, for instance,

-have referred to the drawing on PL 480 funds to the extent of Rs. 133 crores as

evidence that the Government is, in fact, nqt relying completely on non-infla-
tionary sources of finance as has been claimed on its behalf. The economic
impact of the utilisation of PL 480 funds is still the subject matter of un-
settled controversy. But what sounds reasonable is that, even otherwise, the
(Government's real and eventual success in balancing its books over the current
financial year is a somewhat speculative proposition. It seems likely indeed
that both receipts and disbursements will exceed budget expectations, with the
excess on the spending side being rather more pronouneed than that on the
revenue side. At this stage it can only be hoped that Mr Desai has not unduly.
discounted the pressures on government resources and government finance, in-
cluding the pressure of rising prices. There is thus no reasonable certainty, des-
pite the Finance Minister's energetic paper work, that the budget would actually
remain balanced as the financial year progresses.

The situation would have been different had the Finance Minister been in
a position to take Parliament and the people into his confidence regarding any

-gpecific plan the Government may have for acquiring and maintaining control

aver government expenditures. He has however given no picture of any such

_ plan probably because the Government simply does not have ‘one in its own
.mind. We are not belittling Mr Desai's almost solemn assurances that the

Government is aware of the importance and urgency of economy in public
expenditure and is determined to face and deal with this problem in a way that
would show results even in the year ahead. But we doubt that the Government
is still anywhere near appreciating the dimensions of the “economy” task or
its dynamics. We are even less convinced that, even if the Government's
anderstanding were to become sufficient, its political courage and economic
wisdom will measure up to the demands made of them. We:are therefore sot
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prepared at the present time to take seriously Mr Desai’s
claim to have balanced the budget over the year 1967-68. But
even assuming, for the sake of argument, that Mr Desai’s
budget estimates of revenue and expenditure will run true
to form, can it be expected that the policies and measures
“of his budget will not add to the inflationary pressures on the
econdbmy?

It is worth noting here that the Finance Minister him-
self is quite modest about his anti-inflationary claims. He
has said that all that he has attempted to do in his budget
is to break the psychology of inflation and not inflation
itself. But has he really succeeded even in this limited
objective? His assumption that merely because no
credit is being taken for an expansion of treasury bills in the
budget will change the inflationary psychology in the com-
munity is surely far too naive. It would, no doubt, make
things easier for the Government if such technicalities could
do the trick. Unfortunately, they cannot. The inflationary
psychology, no less than inflation itself, can be broken only
if there are specific develobments which poini to an imme-
diate improvement in production or an early easing of
prices. The budget has done very little to initiate or en-
courage such developments.

Book-Keeping Is Not Enough

On the contrary, the fiscal policy adopted in it is more
apt to confirm and accentuate the inflationary psychology
than break it. Inflation in the people’s mind has come to
be associated with high levels of government spending and
increasing taxation. Mr Desai has clearly been unable to
bring down the totality of government expenditure. On the
other hand, the levels of government spending are continu-
ing to rise. Simultaneously, taxation has not only not been
reduced but has been further put up. It is therefore quite
unrealistic on the part of the Finance Minister to take the
view that merely by balancing the budget in a book-keeping
sense, he has initiated action to counter the psychology of
inflation. Had he balanced the budget by reducing govern-
ment expenditure as well as taxation, he would have been
entitled to take credit for breaking the psychology of infla-
tion. As it is, he has only strengthened it. This is not a
matter for theorising. It can be seen to be the common-
place of the market place in the days since the budget was
presented.

It is perhaps not generally realised that the tax effort
of the Central Government this year is much larger than it
may appear at first sight. The additional revenue of about
Rs. 69 crores which the tax proposals are expected to secure
to the Central Government tells only part of the story. In
the first place, this estimate of revenue does not refer to
a full year since, so long as the current year is concerned,
the new tax proposals will apply only to a part of it. The
new tax effort in terms of a full year will, in fact, be of the
order of Rs. 83 crores so far as accruals to Central revenue
are concerned. If the benefits accruing to state governments
as their share of divisible taxes are also taken into account,
the order of the tax effort will be Rs. 106 crores. There are
also the imposts of the Railway tudget to be taken into ac-
count. The raising of the freig rate} and passenger fares

" 1o be borne in mind that he hag done so ¢

larger provisions for government spendin

beams from 20 paise per kilogramme to
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is expected to fetch Rs. 47 crores in a f
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In its defence of the pattern of additional
taxation which he has adopted, Mr Desaj has pleaded that
the new levies are to be applied only to 5 limited range of
selected items so that the price situation is not disturbed at
many points. The fact remains however that tea, coffee and
tobacco which are articles of daily consumption for a large
number of people are to bear more taxes. Does Mr Desai
really believe that the psychology of inflation can be broken
when the price of a cup of tea or coffee, or of a packet of even
the cheaper varieties of cigarettes or a new pair of footwear
has been forced up appreciably overnight?>

Central excise

The budget has raised the rates of duty on sized yarn on

520 paise per kilo-
gramme for counts Nf. 41 to 50 and to 575 Paige fol:-ecou;:s

——
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Towards the close of last year,
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Age is not all... nor the
mere fact of survival on
the frayed ends of tradi-
tion. Among the esrliast
promotaers of a concept
— that of self-sufficiency
for our country through
extensive industrializa-
tion, we have known no
Ingenious ways to over-
come obstacles apart
from flexibility in decl-
slon making, and regard
for ordinary principles
of management wedded
to probity. If we are
todaya rational comple-
ment of industrial units,
that is because of our
reluctance to sit on the
fenceof the status quo —
walting foran overwhel-
ming consumer demand
to develop before being
able to set our sights,
And if we have a modest
reputation of worthi-
ness, we intend to live
up to It through an op-
timum use of talents,
available resources and
initiative.

AGE

IS NOT

ALL..

AMONG THE COMPANIES IN THE
MARTIN BURN GROUP ARE:

THE INDIAN IRON AND
STEEL CO. LTD.: With an
enviable record of production
efficiency, the million ton inte-
grated steel plant at Burnpur is
ready with another programme to
expand its production capacity.
1ISCO's foundry division at
neighbouring Kulti is one of the
largest of its type in the East.

A subsidiary, The 11SCO-Stanton
Pipe and Foundry C d’

industry. Also man
springs, forlinr. pressings
stampings for heavy industry as
well as automotive springs and
components.
THE HOOGHLY DOCEKING
& ENGINEERING CO.LTD,
Established in 1819, the Company
with its shipbuilding yard, dry
dock and extensive workshope is
eared to meet defence and civi-
ian requirements, and to produce
dred{e: to ke? out new harbours
andc Is of inl

Limited, recently imaugurate
has its brand new factory coming
uf at Ujiain for the manufacture
‘of spun iron pipes and ancillaries
directly for the benefit of con-
sumers in developing areas.

BURN & COMPANY LTD.,
HOWRAH WORKS: Pioneers
in foundry practice in Indis, in
structural steelwork fabrication
and the manufacture of rolling
stock—theoriginsof the Company
g0 back to the year 1781,

BURN & CO. LTD., RE-
FRACTORY & CERAMIC
GROUP : Apart from stoneware
pipesand chemical stoneware, the
works of this group—eight in
number and located in four states
—manufacture nearly alltypes of
refractories to meet the require~
ments of India’s steel indusery,
power undertakings, railways,
ordnance factories—in fact, any
industry _requiring  refractory
material for the maintenance of
furnaces.

THE INDIAN STANDARD
WAGONCO. LTD., SANTA:
The oldest Indian unit ‘started
for the specific purpose of manu-
facturing railevay rolling stock——
has been mainly responsible for
building up the wagon building

MARTIN BURN LIMITED

Calcutta New Delhi Bombay

d navigation
open.

ROBERT HUDSON (INDIA)
LTD, ¢ A premier concern in its
own field, the Company devores
;::}f to :ll types of ?i.:h: neilway

neetin mportant cons
xtlteii:lons wﬁ thel miningn i‘ndu,:-

RAILWAY COMPANIES:
Some of the first feeder railways
in India, with six systems in four
states, still & great aid to subur-
ban travel.

ELECTRIC SUPPLY COM.
PANIES : Pioneers again in the
eneration and di tion of
ide srea n Utear Prodess an

R W ras
Madhya Pradesh, o

THE. VAUGHAN BURN
CRANE COMPANY LTD.;:
A collaboration with The Vau-
an Crane Company Ltd. of
cloteicavehaad s e and
and chain pulley blocks. &

REYROLLE BURN LTD.:
A collaboration with A, Reyrolle
& Co. Led., Hebburn, England —
for the manufacture of specialized
types of electrical switchgear of
worldwide repute,

Kanpur Patma
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above NI. 50. Since the ruling mill price of Nf. 50 is between
Rs. 10.50 and Rs. 11.09 per kilogramme, this would mean a
levy of over 50 per cent on the ex-mill value of yarn on top
of 110 paise per kilogramme paid as excise duty by the
spinning mills. The Finance Minister has refrained from
indicating how he expects the incidence of this impost to
be distributed. But his observation that the margin of
difference in the excise duty between powerloom and mill-
made grey fabrics of fine and superfine varieties will be
narrowed “sufficiently” gives the impression that he will
not be sorry to see the prices of the affected products of the
powerloom sector rise to the full or part of the extent of the
increases in duty on sized yarn

Perish the Powerlooms?

We would readily welcome the idea that the large-scale
sector, whether in the textile industry or in other industry,
such as the sugar industry, should not be unduly discrimi-
nated against in the matter of excise taxation. We whole-
heartedly agree with the view that the textile mill indus-
try, in its present circumstances, does deserve relief. But
we do object to Mr Desai trying to do good to the textile
mills at the expense of the powerlooms. There is also the
further point that, even within the textile industry, Mr
Desai is trying to favour the composite mills at the expense
of the spinning mills—an act of discrimination for which
there does not appear to be sufficient justification. The
current economic difficulties of the textile industry are not
the peculiar problems of the composite mills alone. Rising
costs and a declining offtake are matters of general concern
for the entire textile sector. It is true that powerlooms
enjoy certain advantages in respect of overheads or wage
costs in comparison with the mill sector, but as against this
there is the consideration that the decentralised and dis-
persed powerloom industry does not enjoy access to facili-

ties such as bleaching, dying, mercerising and pre-shrunk
processes and has therefore to limit itself to the production of
lower-value grey, unrinished cloth. Had the Finance Min-
ister wanted to give relief to the composite mills, he should
have done so by extending direct tax relief to it rather than
by undertaking a fiscal raid on the production and profits of
the powerlooms or the spinning mills. We are sure that the
Government would think more than twice before treating
the khandsari industry as they have dared to treat the
powerloom industry. In any case, from the point of view
of an assault on the inflationary psychology, Mr Desai’s at-
tempt to tamper with production and prices in the power-
loom sector is unlikely to be helpful since the output of this
sector serves to meet a large part of popular consumption.

It is possible that the Finance Minister did not want
to provoke sharp reactions to his tax proposals. If so, he
has certainly not been wholly successful. His Central excise
proposals relating to aluminium and rayon and synthetic
fibres and yarn have promptly given rise to flerce contro-
versy. Mr Desai has sought {rom the entire field of Central
excise taxation an additional revenue of Rs. 115.52 crores in
a full year. To this total, the aluminium and the synthetic
fibre industries, which are already heavily taxed, are ex-
pected to contribute between them Rs. 3298 crores. Mr
Desai’s decision to concentrate his fiscal attention to such a
pronounced extent on just two industries was prompted evi-
dently by his generally commendable desire not to upset
costs and prices by spreading the riet of indirect taxation
widely over a very large number of commodities. We are
afraid however that he has carried his preference for inten-
sive taxation far beyond its reasonable limits. The two
industries concerned are growth industries which are now
in the stage of fairly rapid expansion. It is not desirable
that the Government should squeeze their earnings too much
at the present stage of their evolution.

Cooking the Goose

IN THE past, wrong {fiscal policies had been fol-
lowed in respect of industries, such as the cotton textile
industry and the sugar industry, with the result that today
both have been rendered financially weak and therefore
technologically backward or ill-equipped. It would be a
pity if the blunder is repeated in the case of other industries
of major importance. The Finance Minister, fortunately,
is at least aware of the desirability of not discouraging the
consumption of synthetic textiles and aluminium unduly.
It is obvious that cottcn textile production in the country
must in due course be increasingly supplemented by the
output of synthetic fabrics so that the textile industry as
a whole manages to be modern and technologically forward-
looking. In the case of aluminium, its use for industrial and
other purposes in the place of other non-ferrous metals in
which the country is deficient is of great importance and is
vital ta the programme of self-reliance. Since the nation is
well-placed to expand production in this industry and ex-
pansion schemes and new projects are even now being pro-
cessed, it is not desirable to restrict consumption through
large increases in prices.

The Finance Minister has declared himself to be against
the increases in excise duties being passed on to consumers
in the form of increases in prices. While this intention does
him credit, his obiter dictum that it should be possible for
the producers to absorb the increases in duties without
any increases in prices charged to consumers certainly does
not. Mr Desai has stated that he has increased the excise
duties on these two industries sharply because he believes
that high profits are being made and that they should be
mopped up for the exchequer. We would like to know how
sure he is of his facts. Certain gaps in his information are
at once apparent. For instance, it is not true, as has been
said in the official papers, that the duty on aluminium has
remained unchanged since 1060. As a matter of fact, there
have been two increases since that year, without counting
the present proposal. In 1963-64, aluminium along with
several other items was subjected to a 25 per cent surcharge
on the basic duty. This surcharge is to continue in the cur-
rent financial year. Again, in 1965-66, in place of the then
existing different rates of duty on extruded shapes and
sections of aluminium, including extruded pipes and tubes,
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FIGURES ATAGLANCE

1965 : Rs 17,300,000

1966 : Rs 31,000,000

EXPORT EARNINGS IN 1946
U.K. and W.Europe Rs 15,317,000
U.S.A. v 3,685,000
Australia, New Zenland
and Far East ... ... 3,123,000
Canads e e 2,225,000
Middle East ... ... 2,675,000
Waest Indies ... ... 2,400,000
West Africa ... .. 1,470,000
East Africa ... .. 306,000

aJotal: As 31,000,000

Exports Hit New Highin1966
Rs 31 Million EarnedinForeign Exchange

Bata-India, the country’s leading exporter
of footwear, has hit a new high in 1966, by
earning Rs 31 million in foreign exchange.

A net gain of U. S. $ 500,000 (half a
million) over what it earned in 1965.

A remarkable performance indeed : ac-
hieved at a time of general decline in
exports from India, and in the face of keen
competition from such major exporters as
Japan, Hong Kong and others.

What is more, many developing coun-
tries, becoming self-sufficient in footwear
production, are not only restricting imports,
but are making a bid to enter the export
field themselves. :

Bata-India, consequently, has to build
new markets and to increase exports to

such highly developed countries as the
U.K., the U.S.A., Canada, and othérs.
where quality products have to be offered
at a price that must meet both internatio-
nal and local competitions.

Bata-India has rendered service to the
country by earning valuable foreign ex-
change. And it has earned entitlements to
import its vital raw materials which are
yet scarce in the country and which it is
progressively and successfully substituting
with indigenous ones.

The Company makes full use of its
Market Research and Product Develop-
mént methods, which enable it to keep
pace with progress in the developed coun-
tries and cater to their demands.
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' OUR EXPORTS
F TOP Rs.1 CRORE IN 1966

U.S.A. OUR PRINGIPAL BUYER

High quality Indian Tube products are f‘mding
new markets in highly industrislised countries.
Our exports during 1966 were valued at
over Rs. 1 Crore, the principal buyer being
.the US.A.

Supplied screwed and socketed or plain at'
ends in Black and Ga!vanisgd qugllti‘is, these
tubes are manufactured to 1S: 1239, B.S, 1387

and A.S.T.M. (American Socisty for Testing]

Materials) specifications.

THE INDIAN TUBE COMPANY LIMITED
A Tate-Stewarts and Lloyds Enterprise :
Calcutta Bombay New Dejhi Madme Ahmedebed

June 2, 1967

June 2, 1967 ‘ SPECIAL BUDGET NUMBER » 1047

a duty of 10 per cent ad valorem was levied and, by notifi-
cation, the maximum rate was fixed at Rs. 800 per ton. The
Finance Minister howevar has been gracious enough to con-
cede that there could be consultations between the Govern-
ment and the industries regarding the apportionment of the
incidence of the increased duties. In other words, if any
part of the additional taxation is to be passed on to con-
sumers, the necessary increases in prices will have to be ap-
proved by the Government. This however is small mercy.
The basic question is whether there is justification in the
economics of the industries concerned for the high rates of
Central excise duties now proposed.

Operation Over-Kill

The total profits of the aluminium industry, before tax
but after allowing for depreciation and development rebate,
came to Rs. 3.36 crores in 1960-61, Rs. 3.39 crores in 1961-62,
Rs. 3.99 crores in 1962-63, Rs. 5.70 crores in 1963-64, ks. 6.01
crores in 1964-65 and Rs. 5.91 crores in 1965-66. In 1966-67
the industry’s aggregate profit on the above basis is under-
stood to be around six crores of rupees; it could not go up
due to power shortage curtailing production and increased
cost of imported spare parts and essential raw materials
(cryolite, aluminium fluoride, fluorspar and anthracite coal).
The increase in the import hill of the industry last year had
been of the order of 57.5 per cent. If the 1966-67 production
level of 83,600 tonnes of primary metal is just maintained,
the additional excise burden is not passed on to the con-
sumer and there is no further rise in costs of production, the
additional excise levy at the primary metal stage itself (Rs.
650 basic duty + Rs. 130 surcharge) will be of the order of
Rs. 6.5 crores—something more than the entire 1966-67 profit
of the industry after providing for depreciation and develop-
ment rebate. Even if account is taken of the recent increases
effected in the prices of aluminium products, the profit left
with the industry after paying the enhanced duty at the
primary metal stage will be only marginal. ' The additional
burden on account of the 110 per cent increase in the excise
levy on pipes and tubes and over 300 per cent increase in the
duty on plates, sheets and foils will then eat into the allo-
cations for depreciation and development rebate.

Unit-wise, the approximate additional excise burden on
Hindustan Aluminium and Indian Aluminium—the two
main producers of the metal at present—on the basis of
their last year’s production of about 40,600 and 26,230 tonnes,
respectively, comes to Rs. 3.17 crores and Rs. 2.05 crores at
the primary metal stage itself. Indian Aluminium’s profit,
after providing for depreciation and development rebate,
last year was Rs. 3.29 crores. The profit of Hindustan Alu-
minium after providing for depreciation alone on the basis
of declining balance (under Section 350 of the Companies
Act) was Rs. 19 crores. The development rebate should
account for Rs. 1.75 crores. Even if provision for deprecia-
tion is made on the straight-line method, the profit of Hin-
dustan Aluminium will not be enough to allow for full
depreciation and development rebate if the entire additional

.burden of excise duty is to be shouldered by the company.

The effect of the additional excise levies on aluminium

and its products will be that perhaps with the exception of
Indian Aluminium, all the other three units of the industry—
Hindustan Aluminium, the Aluminium Corporation of India
and Madras Aluminium (this unit went into production last
year)—will show losses on their 1967-68 working. In the
case of Indian Aluminium also, the profit may be only
marginal. Nearly 50 per cent of this company’s total pro-
duction is in the form of fabrications on ‘some of which
the duty raise has been over 300 per cent as against 260 per
cent in the case of the primary metal. The income-tax
receipts of the exchequer from the industry and its share-
holders should, therefore, be more or less wiped out.

Now, if as a result of enhanced excise duties on its pro-
ducts, the aluminium industry were to find it difficult to
provide even for full depreciation and development rebate,
how is it to discharge its liability for repayment of foreign
loans? This liability has gone up by 575 per cent after
devaluation and is currently estimated around Rs. 27 crores
in the case of three units—-Hindustan Aluminium, Indian
Aluminjum and the Aluminium Corporation of India.
Data regarding the liability of Madras Aluminium is not
immediately available.

Further, the aluminium industry cannot be accused of
frittering away its resources in any large dividend pay-
ments to shareholders. Madras Aluminium, as stated
above, went into production only last year. It may be ex-
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SWADLSHI

THE NAME THAT STANIS
FOR

#* Cotton &
Staple Fibre yarn

% Cotton Textiles

.s-  SWADESHI

COTTON MILLS COMPANY LIMITED
o KANPUR + NAINt ¢ PONDICHERRY « UDAISUR <
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pected to announce dividend ounly after three or four years.
Of the other three units, Hindustan Aluminium declared a
maiden dividend only last year at the rate of 7.5 per cent.
This year the dividend payment will be at the rate of 10
per cent. The Aluminium Corporation of India paid a
dividend of nine per cent for the year 1965-66. Only Indian
Aluminium, which has been in the field since 1938, has paid
a dividend of 19 per cent for 1966.

The industry has ambitious plans to expand. Now these
expansion programmes—so far as the private sector is con-
cerned—may be difficult to pursue. There is not only no in-
centive left to expand but there are no resources in sight
for this purpose. The entire burden of expanding the output
of aluminium—a strategic material in view of its growing
use in substitution for the scarce copper and zinc as well as
in defence—will have to be assumed by the public sector.

Gross Underestimate

It is worth noting here that the revenue receipts from the
increase in excise levies on aluminium and aluminium pro-
ducts at Rs. 10.98 crores is a gross underestimate. At the
primary metal stage itself, the increase of Rs. 780 per tonne
in excise levy on a production of about 1,10,000 tonnes (in
1966, the total aluminium production amounted to 83,600
tonnes; it would have been nearly 96,000 tonnes had the
drought not affected power supply—the loss in metal output
due to power cut is estimated around 4,000 tonnes in the case
of Hindustan Aluminium and 8,700 tonnes in the case of
Indian Aluminium alone) will amount to Rs. 858 crores.
The 110 per cent increase in duty on pipes and tubes and
over 300 per cent increase in duty on plates, sheets and
foils, surely cannot be expected to yield an additional Rs.
2.4 crores only. In 1966-67, when output amounted to 83,600
tonnes, the expected yield from excise levies on this metal
and its products, which were substantially lower than those
proposed now, is Rs. 48 crores. This revised estimate is Rs.
55 lakhs higher than the budget estimate. The actuals may
turn out to be much more. Tt is of course true that, as we
had pointed out earlier, the Government might lose on the
roundabout of corporate tax revenue some part of what it
would gain on the swings of the excise duties..

The plight of the rayon and synthetic fibres and yarn
industry may not be much different. In its case too, the
sharp increases effected in excise duties heavily impinge
upon its profitability. Reports from Bombay suggest that
the increased burden on Century Rayon, which produces
about 30 tonnes of filament yarn per day, may be as much
as Rs. 1.5 crores. On National Rayon, which produces about
26 tonnes of filament varn a day, the additional burden will
be over a crore of rupees.

The profits of these companies, however, are not expect-
ed to be affected to as great an extent as those of the
smaller units such as Baroda Rayon and Indian Rayon. This
is because the bigger units have diversified their production
by going in for the manufacture of tyre cord and chemicals
which have not attracted any additional levy. But the
smaller ‘units, which have no such advantage and which
have not paid even their maiden dividends since their incep-
tion, will be hit much harder. The increased burden on Indian

Rayon, which had a daily output of about six tonnes of rayon
yvarn last year, is estimated at Rs. 40 lakhs.

Nylon manufacturers, it is feared, will be hit even more
than the rayon producing units. The enhanced burden of
excise levy on Nirlon, it is said, may jump from Rs. 1.25
crores to about Rs. 5.60 crores. In the case of Chemicals
and Fibres, the additional burden has been estimated around
three crores of rupees.

The last year's protits, before providing for tax and
development rebate but after making allocation for depre-
ciation, of some of these companies were as follows: Cen-
tury Spinning and Manufacturing Company (Century Rayon
forms a part of this concern) Rs. 749 crores; National Rayon
Rs. 479 crores; Chemicals and Fibres Rs. 1.94 crores; Indian
Rayon-—gross profit (no provision was made for deprecia-
tion estimated at Rs. 1.34 crores) Rs. 25.65 lakhs.

The additional burden imposed by the Finance Minister
by raising excise duties on rayon and synthetic fibres and
yarns.will thus wipe out the profits of such units as Chemi-
cals and Fibres and Indian Rayon. It will materially affect
the two leaders in the industry; the allied plants of the two
giants may have to shoulder the losses on account of their
rayon units.

An important objective which a Finance Minister has to

EXCISE DUTY ON MAN-MADE FIBRES AND YARN

“Though it is the desire of the industry and the Govern-
ment as well to accelerate the tempo of exports, it would ke ..
matter of doubt and rightly so whether the present excise im-
position, burdensome by any stretch of imagination, wculd
gerve the export effort, in any measure. Presently as you are
aware, the spinning industry thought it fit to give filament yarn
at concessional rates on the condition that it can recouy its losses
by increasing the prices in the domestic market. It would be
impossible at the present juncture to recover these losses un-
less the Government makes up 1!s mind to reduce excise duty
%o a reasonable level. If the excise duty is not reduced, the
export proposition of viscose filament fabrics may not prove
to be a successful venture.

Perhaps, the Government thought that rayon industry was
a luxury item and as such imposition of such heavy excise duty
according to them was esseniial to resirain consumption of
this product. Buf, it is our submission that it is incorrect to draw
the conclusion that viscese rayon in particular is contined to the
elite. It is as a matter of fact a natural cellnlose like cotton
only regenerated to manufacture cellulesic yarn. In this con-
nection, I venture to bring home the fact that the growth of the
rayon industry all over the world has becn primarily and in

. substance to bridg~ the ever-widening gulf b:tween internal

demand and supply of cotion. If this has Leen the case all over
the world and the growing requirement of cloth in India, in
particular, cannot be met by increase in production of cotion
alone, it stands to reason thit other natural cellulose resources
like rayon (fabrics of which in the matter of price compare
favourably with low and medium priced fabrics) will have to
be tackled for providing the essential needs of cloth. In the
circumstances, to classify this rayon viscose fllament industry
as a luxury industry is not proper for it has been proved with
the passage of time that it is essentially a middle-class urban
necessity.—Mr G. K. Devarajulu, Chairman of the Association
of Man-Made Fibre Industry.
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keep in view while drastically revising upwards the excise
duty on any item is that his income-tax receipts from the
profits made by the indusiry and trade and the dividends
received by shareholders should not be affected materially.
Only then can there be a net growth in his revenue over a
period. If the profits of industry and trade go down subs-
tantially as a result of increased excise duty burden, the
income-tax receipts of the Government receive a severe set-
back, especially when they are about 75 per cent of the
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industrial profits—corporate tax, surtax, income-tax on
trade profits and tax on dividends received by shareholders
taken together.

The above analysis suggests that Mr Desai has been
unduly harsh on the aluminium and the rayon and synthe-
tic fibre industries. If these industries are to be allowed to
grow, the proposed increases in excise levies will certainly
have to be reconsidered.

Curb on Consumption

CERTAIN PROPOSALS regarding Central excises have
been officially credited with having the effect of promoting
exports. "Mr Desai has sought to justify the increased excise
taxation of coffee, tea and iobacco and the re-introduction
of the duty on footwear and parts as being conducive to the
diversion of supplies from the home market to the foreign
market. It is however not quite clear that this expectation
will be realised. In the case of coffee, at any rate, it would
still be necessary to regulate supplies in the home market,
particularly in the case of Arabica varieties, by controlling
directly the quantity released for home consumption.
Since the demand for coffee seeds, even in the case of supe-
rior grades, is more inelastic than elastic, it is clearly un-
fair to the consumer to rig up prices both through shortages
and high taxation.

In the case of tea, it has not been clearly estab-
lished that supplies normally available for exports fall short
of what can be exported in terms of demand abroad. The
difficulties in the way of increasing tea exports are quite
different. For one thing, the aggregate tax burden on the
industry is inimical to the dynamic development of exports
in terms of more procdaction at lower costs. Secondly, there
is both need and scope for more aggressive selling of Indian
tea in foreign markets in competition with other exporters.
We are unable to see how the increased excise duty on tea
will help in these directions. On ihe contrary, by increas-
ing the net burden of taxation on this already heavily tax-
ed industry, the Finance Minister has only made further
inroads into its resources for rehabilitation and expansion.
It is no doubt true that the Government expects the excise
duties to be fully passed on to consumers. but it is not im-
probable that in the case of inferior grades of tea some con-
sumer resistance will be felt.

As regards footwear, the new duty may not only not
help exports but may hinder them. It appears that the
prices of footwear made without the aid of power and in
small power-operated establishments are also rising in res-
ponse to increases in the prices of footwear manufactured
in large-scale factories, although the excise duty is confined
to the latter category of manufactures. Since a good part
of our exports of footwear is drawn from the decentralised
sector, the net effect may well be one of discouraging ex-

ports.

As for the increase in the excise duty on cigarettes, the
Finance Minister hopes to kill a whole covey of birds with
one stone. He wants consumption to be checked so that the

hazards to health through excessive smoking may be reduc-
ed to some extent while the exportable surplus available of
cigarette tobacco, an important foreign exchange earner,
is simultaneously increased. He is also hopeful at the same
time of the increased duty helping in improving revenue.
We are not denying that all these purposes could be realis-
ed in different degrees. But we must point out that taxa-
tion of tobacco has now become truly sumptuary to an ex-
tent where it impinges very harshly indeed on those with
whom its use has become a habit.

There is no denying, of course, that the Finance Minis-
ter attaches great importance to export promotion. But as
we have seen, his Central excise proposals may only be of
limited value in this field. Rather more is to be expected
from his proposals relating to export duties. But it must
be pointed out that even here the contribution of the budget
is quite limited. In the case of tea, there is a slight relief
in export duties in respect of inferior teas from zones I and
II and there is also a marginal reduction, as the Finance
Minister himself describes it, of the export duty on iron ore
fines. The export duty on manganese ore has, no doubt,
been reduced by Rs. 7.50 per ton, but this, as has been offi-
cially pointed out, is merely to offset the effect of the recent

“And what is your reaction to the budget, sir?”
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increase of railway freight on manganese ore. The only
concession in export duties is a reduction of duty on jute
manufactures. This, in effect, is but a partial retracing of
the wrong step taken in the wake of the devaluation of the
rupee when unduly high export duties were imposed on
jute manufactures. It is not by any means clear that even
the reduced duties could be supported by the industry
without its competitive position vis-a-vis the jute industry
of Pakistan being kept weak. There is therefore no parti-
cular reason to make much of Mr Desai’s modification of
the export duty on jute manufactures, especially as the
reductions have been delayed and are half-hearted. The
Finance Minister however has decided to continue the
subsidy on imports of raw jute needed to supplement
domestic production. This however should only be a tem-
porary concession and we do hope that the domestic pro-
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duction of raw jute will improve in 1968, thereby reducing
the need for the subsidized import of the fibre from out-
side. Incidentally, there is some justification for the Fin-
ance Minister increasing the excise duty on jute goods
the revenue from which at Rs. 3 crores in a full year will
be only a small part of the subsidy which the Government
expects to be called upon to provide for the import of raw
jute during the current financial year.

Taking one thing with another, then, the Finance Min-
ister, whatever the strength of his desire may be, has not
been able to do much for promoting exports. The major
centribution to any early improvement in this area will
evidently have to come from the heavens in the form of a
better agricultural year.

Prolonged Agony

THE FINANCE Minister has expressed scme concern over
the impact of recessionary influences on certain capital
goods industries, notably engineering and structurals. He
has attempted to help in maintaining the demand for their
products and, in this context, he has pointed to certain
allocations for Plan schemes, notably the Bokaro project,
which could be useful. But given the need for the Railways
to cut their capital outlays and the strict limits imposed on

the Government’s capacity to spend on the Plan generally .

by the imperative of avoidance of deficit financing, the
Finance Minister naturally could make only a token contri-
bution by way of direct government support and sustenance
of demand for the products of industries affected by reces-
sion. In the circumstances, he would have been justified
in considering specific tax reliefs for these industries. Un-
fortunately, his obsession with not surrendering any part
of government revenues has immobilised his thought and
action. The Finance Minister should certainly have re-
duced certain excises on the products of industries which are
now under recessionary pressures, He has not only not
done this but has even added to the pressures of some of
these industries, including those engaged in the manufac-
ture of transportation equipment, by increasing the excise
duties on certain petroleum products.

It is no doubt true that these increases are in the nature
of an attempt to make up for the decision taken by the Gov-
ernment in the wake of devaluation not to pass on to the
consumer for the time being the increases in import costs
of petroleum products. But the question still remains
whether this is the right time for the Government to have
reversed the decision. It could surely have waited until
circumstances are easier for some of the recession-affected
industries which may feel directly or indirectly the impact
of increases in the prices of petroleum products. In any
case, it is indeed strange that while the Railways, a govern-
ment-owned means of transport, are complaining of increas-
ing costs, including fuel costs, and are pleading them as a
justification for putting up freight rates and fares, the Gov-
ernment should have thought it desirable to add delibe-
rately to the fuel cost of the road transport industry. This
industry is already victimised by excessive taxation and the

Government could certainly have been a little more consi-
derate towards it.

The increases proposed by Mr Desai in the excise levies
on refined diesel, motor spirit and lubricants, soon after the
enhancement of Railway freights, are bound to accentuate
the inflationary pressures on the economy. No doubt the
increase in the excise duty on refined diesel is only two
paise per litre, but this, along with the increased incidence
of sales-tax and excise duties on lubricants and plastic
materials, can be expected to raise the running costs of road
transport by about five per cent. After including the in-
crease in the excise levy now proposed, of every rupee paid
for diesel fuel, nearly 76 paise will be on account of taxes
by the Central and state governments and local bodies. The
10 paise per litre increase in the excise duty on motor
spirit, similarly, can be expected to raise substantially the
running expenses of cars, scooters, taxis, auto-rickshaws, etc.

The Finance Minister however has certainly been con-
siderate towards the needs of tourist promotion. He has

INCREASED EXCISE DUTY :ON ALUMINIUM

The Ceniral budget for 1967-68 has proposed a heavy
burden on the aluminium industry in the form of exeise duty
which, it has been suggested, should be absorbed by the indus-
try. The basic excise duty on aluminium ingots is proposed to
be raised from Rs. 300 to Rs. 950 per tonne, on flats from
Rs. 500 to Rs. 1,450 per tonne and on pipes, tubes and extrusion
sections from 10 per cent to 20 per cent ad valorem. All these
increases are subject to 20 per cent surcharge currently appli-
cable so that, in effect, the increase would amount to Rs. 780
per tonne in the case of aluminium ingots and Rs. 1,140 per
tonne in that of rolled products and about Rs. 900 per tonne
on extrusion sections. These proposals if implemented are
likely to affect seriously the viability of this fast growing in-
dustry. Aluminium is a basic industry in this country next in
importance only to steel. In spite of the rapid increase in our
aluminium production, the country has by no means achieved
self-sufficlency in this important metal. Although we produc-
ed 83,600 tonnes of aluminium in 1966, we had to import about
22,500 tonnes. The indigenous production of alaminium in 1966

saved for the country as much as Rs. 34.6 crores in foreign
exchange.
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extended the priority-industry treatment to approved hotels
run by Indian companies and has provided for the allow-
ance of initial depreciation on hotel buildings constructed
by such companies after March 31, 1967, to the extent of 25
per cent of their cost of construction. There are also other
fiscal relaxations in favour of the hotel industry. Thus, new
machinery and plant installed after March 31, 1967, in hotels
run by Irndian companies will be eligible for development
rebate and a higher rebate of 35 per cent of the cost as
against the normal 20 per cent for the non-priority indus-
tries. Again, an Indian company carrying on business of
hotels approved by the Central Government will be able to
claim a reduction of eight per cent of the profits derived
from the hotel in the computation of its taxable income.
This reduction will be available for the assessment year
1968-69. These concessions are substantial and timely. The
hotel industry would. no doubt, derive considerable satis-
faction but it still had one major demand which is that the
Government should set up a loan fund for financing the
construction of hotels. This also has been conceded- since
the announcement of the budget.

Tax Holiday

Certain other concessions of a more general nature
have been proposed for the corporafe sector. The so-called
tax holiday which exempts from tax profits up to six per
cent of capital employed during the first five years of an
industrial unit has now been liberalised. Companies quali-
fying for this concession will be allowed to carry forward
the amount of “deficiency” in profits in relation to six per
cent of the capital employed during the first five years of
the tax holiday to the succeeding year in the period and the
amount of the deficiency will be added to the amount of
six per cent of the capital employed in that year. The as-
sessee will thus be exempted to the tax on profits to the
extent of the aggregate of the deficiency of the amount of
six per cent on the capital employed. The carry-forward of
the unabsorbed benefits of the tax holiday, beginning 1967-
68, will be extended up to eight years from the year of com-
mencement of the business. The concession will not apply
in the case of units in whose case the tax holiday has ex-
pired before the current assessment year. Here the Finance
Minister has made a concession to realities. Due to various
factors, not always within the control of a new industrial
undertaking but often the result of government policies,
the profitability of new enterprises is being delayed or is
found to be disappointing in the initial years. The libera-
lisation of the terms of the tax holiday takes note of this
fact.

Mr Desai has also given certain other minor concessions
which would benefit investment in scientific research or
encourage the amalgamation of uneconomic industrial units
after relieving them of certain fiscal liabilities attendant on
amalgamation. At present the excess of the sale proceeds
of the building, machinery, etc., over the written-down
value is taxable but in future there will be no computation
of any profit in the case of the amalgamating company with
reference to the considerations received by it in respect of
any machinery, plant or furniture transferred by it to the

1
-
| L s |

amalgamated company. Similarly, no capital gains or
losses will be computed in the case of an amalgamating
company in respect of any capital or assets transferred by
it to the amalgamated company. Small-scale industries in
the corporate sector have received a favour. The conces-
sional rate of 45 per cent to which widely-held domestic
companies having total incomes not exceeding Rs. 25,000
are now eligible has been extended to such companies up
to a limit of total incomes not exceeding Rs. 50,000.

It is interesting to note that the Finance Minister him-
self does not attach any great importance to these conces-
sions to the corporate sector, however welcome and useful
they may be to the individual beneficiaries. It follows that
in the strategic area of corporate taxation, so highly rele-
vant to the task of reviving economic activity, the contri-
bution of this budget is negligible. There is no attempt
even to consider reliefs in corporate taxation, particularly
in relation to the surtax or the taxation of inter-corporate
dividends. Mr Desai, in fact, has revealed himself to be
completely helpless in the matter of reducing the burden
of corporate taxation. It would have been a different matter
had the Finance Minister been convinced that nothing need-
ed to be done in this area; this apparently he is not. On the
contrary, he is merely convinced of the Government’s inabi-
lity to contemplate any appreciable surrender of revenue.
Here lies the major failure of this budget. Had Mr Desai
been able to reduce the totality of government expenditure
by about Rs. 300 crores, he would have provided himself
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with scope for manoeuvring for an expansionist fiseal
policy. Because he has not been able to tailor the demands
of the exchequer to the needs of the economic situation, he
‘has found himself a helpless prisoner of the dogmatic ex-
penditure estimates of the budget.

The Finance Minister has been handicapped further by
his stubborn refusal to consider the possibility of reduced
taxation of economic activity, leading to an increase in the
volume of that activity and thereby helping not only to
sustain government receipts from taxation but also to pro-
mote them. The Finance Minister is afraid that this pro-
cess, even if it comes about, will take more time than the
Government can afford. For him the bird in hand is worth
two or more in the bush. This conservatism may be admir-
able in its own way, but it is certainly not appropriate to
the economic context which demands that the emphasis in
government policy must be squarely on raising the tempo
of investment and production in terms of an appropriate in-
crease in consumption. For all practical purposes, the levels
of the Government’s Plan outlays in 1966-67 and for 1967-68

have been frozen at the level of 1965-66. The logical corol-

lary should have been to release more economic activity
and resources in the non-government sector. This however
is not being done and the result will necessarily be a conti-
nuing decline in the rate of economic growth.

Masterly Inactivity

It is true that the improvement in agricultural produc-
tion which seems likely to take place in 1967-68 and the cur-
rent possibilities of a certain amount of improvement in in-
dustrial production due to the freer and continuing avail-
ability of imported raw materials and components will go
some way in ending the economic stagnation, but this cer-
tainly is no argument for the Government following a
policy of masterly inactivity. On the contrary, on the basis
of a reasonable assessment of these possibilities of improve-
ment in industrial and agricultural production, it should
have unhesitatingly initiated broad economic policies, in-
cluding fiscal measures, for taking full advantage of the
developing trends. Instead, it has given way to defeatism
and has decided that it cannot act until the heavens have
first blessed the land with bountiful rains. It-is true, no
doubt, that the Finance Minister’s budget speech is not alto-
gether without. constructive urges. Mr Desai, for instance,
has indicated that, thanks to his avoidance of deficit financ-
ing in the budget, the banking system should be able to fol-
loew a more liberal credit policy in the future. It is reason-
able to infer that he regards that some increase in the
quantum of bank credit which could be made available to
the economy is both possible and desirable. This however
is not good enough. We wish he had declared openly that
there would be a decisive retreat from the policy of credit
restrictions. This he has not done and, what is worse still,
there is nothing in his observations to justify expectations
that there will be any considerable liberalisation of the
present procedures of niggardly administration of bank
credit by the Reserve Bank. What industry and commerce
must have is an assurance that their needs of working funds
will be adequately and promptly met on reasonable terms
by the banking system and that they will not be asked to

function on a hand-to-mouth basis for an indefinite period.
There is no indication in the Finance Minister's budget
speech that he has in view any basic reform of credit policy
in this direction. '

In the field of personal taxation, the only real credit
that Mr Desai deserves is for his having refrained from
adding to the existing burdens. Once the Finance Minister
decided to impose additional taxation, the temptation to
draw upon both direct taxes and indirect taxes, instead of
only indirect taxes, should have been great for any politi-
cian-—and Mr Desai certainly is as much of a politician as
anybody else. Fortunately, he has had the wisdom to rea-
lise that any new imposts in the field of direct taxation
would have wrought havoc on public morale and business
finance. Not that the budget, even as it is, has not done
enough mischief in this field. As we had seen earlier, the
harsh additional taxation of the earnings of the major growth
industries, aluminium and man-made fibre, would make
unwarranted inroads into the finance available for the cor-
porate sector. There is therefore some negative satisfaction
to be drawn from the fact that Mr Desai has not sought
additional revenue through direct taxes.

The emphasis however is on the adjective ‘‘negative.”
It is true that the Finance Minister has given, to use his

TAX CONCESSIONS FOR THE HOIEL INDUSTRY

An Indian company carrying on the business of a hotel
will be entitled to a deduction for initial depreclation allowance,
in the computation of its business proiits, in respect of a hotel
building which is owned by it and the erection of which is com-
pleted after March 31, 1967. The initial depreciation allowance
will be calculated at 25 per cent of the actual cost of erection of

the building.

The business of an Indian company running a hotel ap-
proved by the Central Government will be treated as “a prior-
ity industry” for the purposes of the Income-tax Act. New
machinery or plant instailed by such a company in the hotel
after March 31, 1967 will be eligible for deduction on account ol
development rebate at the higher rate of 35 per cent of the cos.
aganist the normal rate of development rebate of 20 per cent
in the case of indusiries other than priority industries. Also,

- such a company will be entitled to a deduction of eight per cent

of the profits derived by it from the hotel in the computation of
its taxable incomo. This deduction will be available from the
assessment year 1968-69.

.In order to make the tax-holiday concession meaningfui
it Is proposed to sllow a carry forward of the amount ot
the “deficiency” in profits in relation to six per cent of the
capital employed during each year of the five-year per.od of
the tax holiday to the succeeding year in that period. The
amount of the deficlency so carried forward from a year will
be added to six per eent of the capital employed in the succeed-
ing year and the assessee will be entitied to exemption from tax
in that year on its profits to the extent of the aggregate of such
deficiency and the six per cent of the capital employed. Where
such deficiency is not fully absorbed by thé fifth year, the un-
absorbed deficiency will be earried forward to the succeeding
year and in that year, the assessee wiil be exempt from tax on
profits to the extent of such unabsorhed deficiency and so on,
for succeeding year, up to the eighth year as reckoned from the
year in which the hotel commenced its operations.
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own words, “a number of selective and indeed minor con-
cessions” in the field of personal taxation. But the reliefs
are quantitatively insignificant, so much so that Mr Desai
has not bothered to debit the consequential revenue losses
to the budget. On the anology of the existing income-tax
allowances for married assessees and married assessees
with two children or more, he has proposed a fixed allow-
ance of Rs. 400 for the maintenance of one or more of
dependent parents or grand parents in the case of resident
individuals of a total income not exceeding Rs. 10,000. The
tax relief on this allowance will be calculated at the rate
of five per cent to the initial slab of income. A condition is
that the dependent parent or grand parent does not have
personal income exceeding Rs. 1,000 in the year. We appre-
ciate the intention behind this gesture, but we wonder whe-
ther it would not have been more to the purpose had Mr De-
sai chosen to raise the minimum exemption limit for income-
tax liability. The trouble with refinements such as he has
now proposed is that, besides giving rise to anomalies, they
are never quite adequate. In the present case, given our
social structure and the pattern of our family obligations,
the concept of dependency cannot be restricted to any parti-
cular relationship. For instance, many assessees may be
maintaining, say, a dependent widow sister. Incidentally, we
suppose that more than one brother (or sister) will be en-
titled to claim the allowance in respect of some dependent
parent or grand parent, although the brothers (or sisters)
may be sharing the obligation of maintenance or some of
them may not be discharging this obligation at all. The
point is that there is a certain virtue in simplicity in deal-
ing with these matters.

Surprising Decision

The Finance Minister’s decision to continue the annuity
deposit scheme has not only disappointed the public but
also surprised them since his own antipathy to this scheme
is well known. The Finance Minister has had the benefit
of Mr S. Bhoothalingam’s “First Interim Report on Rationa-
lisation and Simplification of Direct Taxation Laws.” This
report has made out an excellent case for the abandonment
of the annuity deposit scheme from the current year. It
points out that the administrative and other complexions of
the scheme render it a game not worth the candle since its
abolition would only result in a net diminution of resources
in 1967-68 of the order of Rs. 14 crores. The Government is
undoubtedly in a position to forgo this revenue, especially
in view of the rationalisation and simplification of the per-
sonal tax strueture which the abolition of the annuity
deposit scheme would facilitate. It is evident that Mr Desai
has not taken a final decision and that, even now, he is not
very much in favour of keeping the scheme as a perma-
nent feature of fiscal policy. In the present budget, he has
attempted to whittle down the scheme. Thus, people over
the age of 60 will not be required to make a deposit; at pre-
sent the age limit is 70 vears. Many in the concerned
category however may hesitate to take advantage of this
concession because people over the age of 60 may, on the
whole, look to falling incomes in the future, in which case
the annuity deposit scheme would be advantageous to them.
This concession therefore may remain partly -unutilised.

Rather more imaginative is his treatment of approved
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savings in life insurance, government-recognised provident
funds and cumulative time deposits in post offices, which
qualify for tax relief in the case of individuals and Hindu
undivided families. He has accepted the recommendation
in, the Bhoothalingam Report that the limit on .the amount
qualifying for tax relief, which is given in the form of a
deduction from total income, should be raised from the pre-
sent limit of 25 per cent of total incomes subject to an abso-
lute maximum limit of Rs. 12,500 to 30 per cent subject
to an absolute maximum limit of Rs. 15,000. The Bhootha-
lingam Report mentions that the present cumulative time
deposit scheme of the post office has had only limited suc-
cess, the total deposits made in the last financial year, for
instance, being only about Rs. 10 crores. It is worth consi-
dering whether the attraction of this scheme in terms of the
larger tax relief now given to categories of savings, includ-
ing this one, cannot be increased by removing existing res-
trictions on the size of these deposits. At present there is a
maximum monthly limit of Rs. 200 and Rs. 300 on the 10-
year and 15-year accounts respectively, while it is also sti-
pulated that the total deposits during the entire period of
an account should not exceed Rs. 54,000. These limits may
be raised if they cannot be done away with altogether.

The Finance Minister has given certain other conces-
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sions besides raising the limit of the amount of approved
savings qualifying for income-tax relief. Assessees having
dividend income of Rs. 500 during the year are to be allow-
ed to exclude from their taxable income the whole of the
dividend income received by them from Indian companies.
Seconaly, Mr Desai has raised the exemption limit for the
surcharge on unearned income from the existing figure of
Rs. 15,000 to Rs. 30,000, He has hinted that this is a first step
towards the abandonment of the practice of discriminating
against income from investments in comparison with in-
come from work by taxing the former at a higher rate.
We commend that the Finance Minister’s decision to begin
the process of ending tax discrimination against “unearn-
ed” income so-called. He is fully justified in suggesting that
the practice of this discrimination is inconsistent with our
objectives of promoting savings and investment. We do
hope that this mincr revolution in budgetary policy which
he has now started will be completed sooner rather than
later and that the surcharge on “unearned” income will be
abolished irrespective of the size of the income.

Of Human Interest

Of some human interest is the Finance Minister's deci-
sion to allow our scientists, professors and research workers,
who earn money abroad by working in universities or other
educational or scientific institutions, to deduct from the tax-
able income 50 per cent of the remuneration received by
them from foreign sources. This concession is based on the
fact that the cost of living is higher abroad than here and
that in addition to meeting the increased expenditure on
this account, assessees in this category have also to incur
considerable expenditure on their travel abroad. The deva-
luation of the rupee last year and the consequent boosting
of the rupee value of remuneration recieved from foreign
sources have also been taken into account by the Finance
Minister. We are glad that the principle that the cost of
living should be accepted as a permissible tax allowance has
been accepted indirectly by Mr Desai at least with re-
ference to a handful of people. We should be thrilled to
find this principle applied to larger sections of tax-payers.
For instance, could assessees in some of our urban centres,
where the cost of living is higher than elsewhere in the
country, hope to catch Mr Desai’s kindly eye?

The various concessions in personal taxation which the
present budget has provided will, no doubt, have some value
for individual assessees. They are however of so limited
a nature that it would not be realistic to expect them to
make a big difference to savings and investment in national
terms. It is being said with a certain amount of anxiety
that the rise in the marginal rate of saving, which is an im-
portant determinant of economic growth, has slowed down
and that there is, in fact, a tendency for the rate itself to
fall. Indeed, certain statistical surveys have attempted
to show that the average rate of saving is going down. Since
there have been two successive droughts and agricultural in-
come has shrunk with its impact on other incomes, we may
not find it difficult to accept this view, but a certain amount
of caution is needed. The rural sector has been a net dissaver
rather than a net saver and any shrinkage in its income will
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primarily affect consumption expenditures rather than
savings. In the rest of the economy, the rising cost of living
would undoubtedly have reduced savings, but here also a

certain amount of restriction in consumption has been effec-
ted.

It is worth noting that the rate of consumption in our
economy tends, in any case, to be limited by the availability
of consumer goods and the restricted supplies and range of
durable consumer goods in particular. Our point is that
the impact of reduced flows of income on the cost of living
may not necessarily be confined to savings but has probably
affected consumption to a not inconsiderable extent. It fol-
lows that the real problem is not the rate of éavings so much
as in whose hands these savings take place and by whose
hands they are spent. This should be a profitable subject
for inquiry and while we do not propose to undertake this
investigation here, we would hazard the guess that osten-
tatious or wasteful investment in the government sector as
well as in the rest of the economy.may well be a significant
element which needs to be identified, assessed and scruti-
nized. Meanwhile, it must be said that the policies of the
present budget are hardly likely to discourage wasteful or
ntherwise undesirable diversions of such savings as may be
taking place. The Finance Minister’s failure to effect subs-
tantial economies in the level of government spending and
his decision to resort to additional taxation for diverting
the earnings of growth industries to the purpose of sustain-
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ing public expenditure at rising levels are surely not ser-
vices rendered to the cause of promoting the marginal rate
of saving in the economy.

Mr Morarji Desai is apt to regard himself as a much-
misunderstood man. Unfortunately, the way his budget
proposals have been received is likely to strengthen this feel-
ing in him. The Finance Minister evidently had expected
the nation to hail his decision to stop deficit financing as a
<harter of economic stability. If the people’s response has
not exactly been of this nature, he has only himself to blame.
As we had argued earlier, there would have been virtue in
his attempting to balance the budget had he been able to
do so without resorting to more taxation. But he has not
only taxed anew but has taxed much. This may enable the
‘Government to live within its means in a sense, but it cer-
tainly does not enable the nation to live within its means.
"There is therefore no warrant for the people to accept that
this budget will stabilise the economy. Again, Mr Desai’s
decision not be spread the tax net too widely would have
won appreciation if he had also been able to avoid, at the
'same time, the ruinous taxation of the earnings of impor-
tant growth industries. As it is, his Central excise duties
will do wanton damage to the economic foundations of in-
-dustries the steady expansion of which is important to the
processes of growth.

Stimulus to Economy

The Finance Minister has studiously restrained from
giving concessions in Central excises or appreciable reliefs
in direct taxation, wnether corporate or personal. His con-
tention that given the budgetary situation, he simply was
not in a position to contemplate such concessions leaves
us cold because his budgetary situation is only of his (i.e.
the Government’s) making. As we had repeatedly argued
in this journal, the imperatives of the economic situation
demanded of the Government that it cut down its expendi-
ture by at least a few hundred crores of rupees and thereby
place itself in a position to provide stimulus to the economy
by reducing taxation on commodities as well as income,
both corporate and personal. This was the only policy which
-could have helped the economy to look up from its current
depressed levels. Jt is indeed regrettablé that the Finance
Minister has not reconsidered the burden of the surtax on
companies or the taxation of inter-corporate dividends. His
failure to take a close, hard lock at the steep progression in
the taxation of incomes is also equally open to criticism.
Not less conspicuous are his sins of omission in the field of
Central excises. There is certainly no justification for his
not easing the burden of excise duties on coarse and medium
ccotton textiles or, say, the sugar industry. These ailing in-
-dustries have been left ailing and worst still, the premature
imposition of excessive tax burdens on the growth indus-
tries of man-made fibres and aluminium is clearly calcu-
lated to add to the sick list of industries in our economy.

It is surely not to be denied that the Finance Minister
'has left out of his scheme of policy-making the objective of
stimulating industrial activity and reviving the economy.
‘The droughts, the mounting cost of defence and the effects
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of devaluation cannot justify this approach to the nation’s
economic problems. On the contrary, these factors and
circumstances are precisely the reason why the Government
should not have allowed the cpportunity of this budget to
lapse without taking positive measures to boost the eco-
nomy. We are afraid that Mr Desai is far too readily dis-
posed to take a complacent view of the Government's obli-

gations in economic policy-making. Even the fact that his
budget proposals have confirmed the depression in the capi-
tal market seems to have made no impression on him at

“all. On the contrary, the attitudes of this budget are only

vet another proof of the Government’s attitude that what
happens to the equity values is irrelevant to the nation's
economy.

What Price Prices?

AT THE very outset of Part A of his budget speech, Mr
Desai referred to “the serious situation created by the
drought concerning food supplies in general and the well-
being of the beople in the scarcity affected areas in parti-
cular” and proceeded to mention that “the steady rise in
prices which has been with us for more than three years
has to be arrested in the shortest possible time.” The
Finance Minister was undoubtedly right in giving this high
priority to food and prices. The difficult food situation
has assumed the proportions of a crisis in some areas of the
country, such as Bihar and Kerala. There is, of course,
an important difference between the conditions in Bihar
and those in Kerala. What we face in Bihar now are the
consequences of a near-famine in the state. Both local
production and local purchasing power has broken down.
There is, as a result, a need for massive rescue and relief
operations. In Kerala, the difficulties are of a different
kind. Even normally dependent on substantial imports of
rice from surplus areas in the country, Kerala now finds
this inflow very considerably reduced. The state govern-
ment has been unable to do much to relieve the situation
either by increasing local procurement or by persuading
the people to depend a little less on rice and rely a little
more on imported wheat which the Government of India is
in a better position to provide.

Food Shortages

Other areas in the country, such as West Bengal and
particularly Calcutta, districts of eastern UP and even
parts of Madhya Pradesh, are also feeling the pinch of the
national and local food shortages. In these circumstances,
the Finance Minister has rightly decided to provide funds
from the budget for the relief of the people’s hunger. In
the first place, he has reconsidered an earlier intention
to cut down the subsidy on imported foodgrains supplied
to state governments. The burden of the subsidy had gone
up after devaluation and on the general principle that it is
necessary to explore ways and means of effecting savings
in non-development outlays, the Finance Minister and his
advisers were initially in favour of reducing the subsidy on
imported foodgrains. The political and economic circum-
stances however were not in their favour. A public, har-
assed by sharp and steady increases in the prices of food
articles and the rising cost of living, was clamouring for a
reduction.in food prices and the state governments, sensi-
tive to this demand, were in no mood to fall in with the
Centre’s proposal for reduction in the subsidy on imported
foodgrains. Mr Desai therefore has been forced to continue
the existing subsidy on imported foodgrains which is ex-
pected to cost as much as Rs. 118 crores in the current year.
At the same time, he had to increase substantially the pro-

vision in the interim budget estimates for supporting relief
measures and assisting the scarcity affected states. The
provision has been more than doubled from Rs. 37 crores
to Rs. 75 crores. These are the concrete forms in which the
Central budget has sought to relieve the food difficulties
of the people especially in the scarcity areas, and few would
quarrel with Mr Desai’s scheme of priorities in this res-
pect or challenge his assertion that these provisions “should
be the first charge on any resources that we, at the Centre,
can spare even in the present conditions”.

Indeed, the Finance Minister is in some danger of
beéing criticized for not having done enough. At least one
government has been on the war path. In Tamizhagam
(Madras State) where the DMK is in power, there is sharp
criticism of the Government of India’s rejection of the
demand of the state government that the latter should be
financially assisted in retailing locally procured rice at
reduced prices. The Finance Minister however has reite-
rated in his budget speech the Centre’s inability to yield
on this point. He has said that where state governments
have decided to subsidize foodgrains to an extent additional
to the Centre’s subsidy available for imported foodgrains,
they will have to do so on the basis of their own resources
and without counting on any additional assistance from the
Centre for the purpose. His decision, stern and austere
though it is, is certainly justified on larger economic con-
siderations.

It is true that food prices are high and all reasonable
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steps should be taken to bring them down particularly for
the benefit of the poorer sections of the people. But gov-
ernment subsidies would be legitimate only up to a point.
A subsidy after all has to bz financed in the last resort out
of thg: people’s own contributions to government finances
whether in the form of taxes or in some other form. Where
the economy is clearly not in a position to bear the burden
of additional taxation or deficit financing, the scope for
subsidies is obviously strictly limited. The Central finances
are in no position to assume the strain of incurring very
much more expenditure than the amount of Rs. 193 crores

- which have now been provided for subsidies on imported

foodgrains or relief operations in scarcity affected areas,
From the point of view of the national economy, any extend-
ed diversion of resources to food subsidies must make further
inroads into the deplcted financial potential available for
basic development which cannot be unduly halted or ham-
pered without prolonging our current economic difficulties,
including our food diftficulties. This apart, a mere increase
in food subsidies would encourage the food policies of state
governments to take the line of least resistance. Higher
consumer prices arce due. at least in part, to the inadequate
and inefficient functioning of the procurement and distribu-
tion machinery. Improvements in food administration,
consequently, should go far both in bringing down the pri-
ces applicable to controlled [vod and, what is not less im-
portant, in forcing down prices in the free market. There is
therefore no serious deficiency in the Central budget in its
attempt to contribuie to a mitigation of “the serious situa-
tion created by the drought concérning food supplies. in
general and the well-being of the people in the scarcity
affected areas in particular.” It is now for government ad-
ministration, particularly at state levels, to put available
financial resources to good purpose.

Price Stabilisation

The Central budget however is far less satisfactory in
terms of price stalilisation. Even in a year of straitened
national economic circumstances, the Central budget has
not been able to effect a reduction in the level of gov-
ernment expenditures of the order needed to assist the
country to live within its means. On the contrary, the
greater part of the extraordinary increases in governinent
disbursements, over and above the budget estimates of 1966-
67, which had taken place in the course of that year, are now
being retained and continued as more or less permanent
additions to the level of government outlays. The “Eco-
nomic Survey” notes that non-developmental outlays, which
had risen from 6.7 per cent of the national incorme in 1960-61

- to 10.2 per cent of the national income in 1963-64, had

further shot up in 196667 due to a variety of influences,
many of which continue to be operative and to some of

DIVIDEND INCOME

With 2 view to encouraging investment in shares in Indian
companies by the n:iddle income group, the Finance - (No. 2)
Bill, 1967, has proposed that the dividend income of any asses-
see during the year not exceeding Rs. 500, should bs allowed
as a deduction in computing the taxable income. This provi-
sion will take effect for the assessment year 1968-69 and subse-
quent years.

RERRRBERERE22 280200222 $$$$$$$$$$$££

which, at any rate, no early end can be foreseen. One result
is that, despite the growth in the reecipts of the Govern-
ment of India partly as a result of natural expansion of re-
venues and partly because of additional taxation, the re-
venue surplus available for development has suffered. It was
actually some 10 per cent less in 1966-67 than it was
in 1965-66.

On the issue of allccations for development, indeed, My
Desai was openly apologetic. He admitted that the Gov-
ernment of India’s financial position has left it with no al-
ternative to cutting down severely on Flan programmes for
increased investment or production. In 1966-67, the Plan
outlay by the Centre was of the order of Rs. 1,777 crores.
The corresponding expenditure in the budget year will be
only slightly over Rs. 1,800 crores, although we are now in
the second year of the fourth Plan. In other words, although
there is no diminution in existing tax burdens and there
are, in fact, to be additions to them, the Government, be-
cause of the general weaknesses of its financial position, is
quite unable to keep up the tempo of its development ex-
penditure. It has therefore to be conceded that, while the
avoidance of deficit financing may have a neutral effect se
far as the monetary equilibrium in the economy is concern-
ed, the budget does little to promote a healthy physical
equilibrium by stimulating production and investment to
keep up with demand, actual or potential. So long as this
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basic economic equilibrium is not approached, the Finance
Minister cannot claim that this budget will work for price
stabilisation. From this point of view it has to be emphasiz-
ed that the Finance Minister has not come to grips with
the problem of steadily rising prices, the early solution of
which is, according to Mr Desai himself, a matter of imme-
diate concern in the economic field. To the extent that
zgricultural production may improve partly through a
favourable turn in the weather and partly because of the
agricultural development programmes, there will undoub-

tedly be some easing of the pressure on prices. In this way
the second half of this budget year may be a less difficult
period than the first half. But in the absence of sufficiently
dynamic programmes here and now for increased produc-
tion of goods and services over the entire range of the
eccnomy, the expectation will not be justified that price
stability will in truth be recovered and restored. At any
rate, there is very little that is positive in the budget itself
to promote an increase in production of the order needed
to absorb accumulated inflationary pressures.

Welcome to Foreign Capital

IN PART A of the budget speech, the Finance Minister
has gone farther than any high level government spokes-
man has gone so far in recognising the nation’s interest in
providing a hospitable environment for private foreign in-
vestment. This does credit to his realism and good sense.
The Government is reportedly engaged on the formulation
of a policy statement on foreign capital, including foreign
collaboration. There is always the danger that a formal de-
claration may be infiuenced too much by political pressures
and political bargaining. We are therefcre not altogether
easy in our mind about the shape which the proposed state-
ment may take. Meanwhile, the open acceptance by the
Finance Minister (who is also the Deputy Prime Minister)
of the desirability of enlisting private foreign investment in
the development of priority areas of industry is undoubt-
edly reassuring. Mr. Desai's observations, however, would
have carried greater weight had his keenness on foreign
capital been reflected in his budget proposals. Had Mr.
Desai seen his way. for instance, to reducing corporate and
personal taxation, it would certainly have tremendously
improved the climate, both psychological and economie, for
foreign investment. Nothing appeals to business sentiment,
whether native or foreign. so much as tax reliefs in a budget.

Heavy Taxation

Mr. Desai however has not only maintained the status
quo in existing high rates of direct taxation, but he has gone
out of his way to administer a shock to business sentiment
by proposing an unduly heavy dose of taxation on the im-
portant growth industries of man-made fibres and alu-
minium. The increased excise duties on these commodities
are certainly no advertisemient for the Government's con-
cern for industrial expansion. On the contrary, since these
industries had already attracted a certain degree of foreign
interest, the damage done to their economic viability by the
proposed excise levies cannot but have unfavourable reper-
cussions on the readiness of foreign capital or collaborators.
The possibility of attractive profits in new growth indus-
tries is one of the main inducements for foreign investors
and Mr. Desai has not acted wisely in diluting this possi-
bility with a lavish dose of excise taxation. The budget
therefore has changed the environment for foreign invest-
ments for the worse in spite of the verbal welcome which
Mr. Desai has generousily extended to foreign capital. The
Finance Minister has specified priority industries as a fit
area for foreign capital and aluminium, surely, is a priority
industry. It is in fact officially listed as one and yet Mr.
Desai has not hesitated to discriminate against it by sharply
raising the excise duties on its products. '

Part A of the budget speech is eloquent about prospects
of a {reer, more market-oriented economy. Mr. Desai has
claimed credit for the Government for de-controlling steel
marketing and prices and he has expressed the Government’s
desire to rely in the future on commodity controls. But
this has not prevented him from issuing a fiat to the man-
made fibre and aluminium industries that they should not
pass on any part of the increased excise duties to consum-
ers in the form of higher prices without the assent of the
Government. At the same time, Mr Desai has given no in-
dication that the Government’s approval will be forth-
coming with reasonable readiness. On the contrary, he has
declared his determination to defend the consumers of the
products of these industries against increases in prices. Has
Mr. Desai considered what alternative would be open to the
Government were the affected industries to take the stand
that they could not possibly absorb the increases in excise
duties? In that event, the Government surely will have to
consider the imposition of price and distribution controls on
the products of these industries. In other words, the Gov-
ernment will have to go back on its policy of freeing the
economy progressively of administrative controls and regu-

DEDUCTION OF TAX AT SOURCE

The incomes subject to deduction of tax at source are at
present (in the case of resident assessees) salaries interest on
securities and dividends only. The Finance (No. 2) Bill, 1967,
has proposed that after September 30, 1967, interest on depo-
sits, fees or other remuneration for professional services, bro-
kerage or commission etc., paid by organised eutities should be
subject to deduction of income-tax at source at the following
rates :

Nature of income Rate for deduction

of tax at source
(1) Interest (other than interest on
securities) credited to the ac-
count of the recipient or paid to
him, at any time, in an amount
exceeding Rs. 200. 22 per cent

(ii) Fees or other remuneration for

professional services (not being

salary income) credited to the

account of the recipient or paid

to him, at any time, in an

amount exceeding Rs. 200. 22 per cent
(ili) Commission or brokerage credit-

ed to the account of the re-

vipient or paid to him, at any

time, in an amount exceeding ,

Rs. 500. 15 per cent
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lations. It would indeed be cdd were the Government to
impose price and distribution controls on aluminium (or
nylon or terene) within weeks of de-controlling steel.

It is obvious then that the budget, as it stands, makes
little contribution to economic recovery or the resumption
of economic expansion. In practical terms, however, the
Government cannot be expected to make basic changes in
the fiscal policies of the budget here and now. What may
reasonably be expected of it is that it should not nurse the
illusion that this budget is a wonderful new deal for the
economy. This is why it is necessary for us to tell the
truth bluntly about the inadequacies of this budget. We
hope that our criticism will also serve another purpose.
Even if the broad framework of the budget is io be main-
tained, it is nevertheless necessary and desirable that the
Finance Minister should not hesitate to change its details
wherever necessary. Even within hours of the announce-
ment of the budget proposals, it had become clear enough
that the excise levies on sized cotton yarn of fine and super-
fine counts, man-made fibres and aluminium could not be
maintained at the rates announced by the Finance Minister.
He will certainly have to agree to a reduction in the in-
creases proposed if he does not want to ruin the manufac-
turing interests concerned.

Reasonable Assessment

In the case of sized yarn, beésides lowering the increases
proposed in the rates of excise duty, he should aiso agree
to recast the duties on an ad valorem basis instead of stick-
ing to the existing arbitrary practice of fixing the duty in
terms of weight of yardage. As for the man-made fibre
and aluminium industries, the Finance Minister should not
:stand on prestige but assess in a reasonable manner what
increases, if any, can be made in the excise duties on the
products of these industries in the light of the relevant
economic data placed before him. We would also add that
there is no virtue in Mr Desai entering a caveat against the
increases in these excise duties being passed on to consu-
mers. Industries which are in a phase of rapid expansion
may normally be expected to take a reasonably long-term

view of their pricing and marketing policies and we see

little justification for the Government's administrative in-
terference in this area. If the Finance Minister does not for
any reason relish the prices of man-made fibres and alumi-
nium going up, he should follow the straight course of re-
considering the additional excise burden he has imposed

ANNUITY DEPOSITS

According to the Finance (No. 2) Bill, 1967, individua's
who are more than 60 years old on the last day of the financial
year (or any otber accounting year relevant to the assessment
vear) will not be lable to penal tax for the assessment year
1968-69 and subsequent years for failure to make an annuity
deposit or for making a short deposit. It will be optional for
them to make any annuity deposit or not. At present the ape
Hmit is %0 years.

No penal tax will be chargeable in any case of failure io
‘make deposit vwhere the amount of deposit required to be made
does not exceed Rs. 100. The penal tax will not te chargeable
in any case where the deposit actually made falls short of the
deposit required to be made by an amount not exceeding 10 per
cert thereof, or Rs. 100, whichever is higher.

June 2, 1967

on the industries concerned.

We are aware that there is more than a little incon-
gruity in our ending our exposition of what we consider to
be the defects and deficiencies of the Government’s fiscal
policy on the meagre note of pleading for a few reliefs in
Central excise taxation. Unftortunately, the reality is that
once certain budget measures have been announced most
of them have to be endured, irrespective of their merits. at
least for the period of the financial year. Fortunately, the
time for the next budget is not, on this occasion, 12 months
away but only nine. It is our hope that what we have
written here will have some effect on trends in the Govern-
ment’s thinking and economic policy-making over the im-
mediate future. The need for dynamism and flexibility in
decision-making is of the greatest importance at the pre-
sent time.

Even as we are writing these lines, the war
clouds have gathered omniously over the skies of West
Asia. A new situation may arise if war were to break out
between Israel on the one hand and the Arab countries on
the other. International shipping in the Suez area and
commerce in Arab oil, to mention only two elements of
world significance, may be disrupted. Were the great po-
wers to be drawn into the conflict the repercussions will
neturally be more numervous and wide-ranging. India’s
economy will undoubtedly be sensitive to developments of
this kind. To a certain extent, then, current discussions,
whether of the budget or other economic decisions of the
Government. may well become rapidly obsolete. What will
remain a matter of {undamental relevance is the need for an
attitude of the mind on the part of the Government to take
its responsibility seriously for reviving production and

growth in the economy and strengthening ts potential for -

national defence and development.
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A Budget of Small Mercies

SAGITTARIUS

SURPRISINGLY, THE levy of heavier excise duties, which will
fetch for the Central Exchequer over Rs. 115 crores in a full
year, and the effort to collect additional amounts through a
“simplification” of tax laws and the introduction of a new pro-
cedure for deducting tax at source on interest-income paid by
companies, banks and other institutions on deposits and loans
and from the fees paid for professional work and on brokerage
and commission, have not had any serious impact on the stock
markets. It is difficult to say whether there will be any adverse
reaction to the budget proposals after the full implications
have been realised and afler the questions involved have been
thoroughly discussed. The adverse reaction was only in regard
to the increase in excise duties on rayon arnd synthetic fibres
and yarn and aluminium and aluminium products. Even here,
shares of companies producing rayon yarn and staple fibre have
recovered the earlier losses and only those companies produc-
ing synthetic fibres and aluminium have remained depressed.
On a closer analysis, it will be found that the expected addi-
tional revenues have been grossly under-estimated and the
diversion of revenues through increased railway fares and hea-
vier excise duties and direct taxes may be even Rs. 200 crores!
It has not been satisfactorily answered so far whether
the siphoning away of such a large amount will not have an
adverse effect on the activities of the private sector and whe-
ther the savings of the middle income group will not be re-
duced.

A Feeble Attempt

There has no doubt been a feeble attempt at reducing the
burden of direct taxes which will cost the Government about
Rs. 5 crores and for which no debit has been made because
it is anticipated that much larger sums will be gathered through
a stricter collection of taxes and the changes in the methods
of taxation. The limited nature of the concessions will be
clearly brought out if it is staled that the allowance relating
to dependent aged parents and grand parents will be available
only for those having ircomes below Rs, 10,000 annually while
the exemption from tax of dividend income will be available
to only those whose receipts under this head do not exceed
Rs. 500, The removal of the surcharge on unearned incomes
up to Rs. 30,000 is ro doubt to he welcomed. Also, the in-
crease in the amount paid by way of contributions to provi-
dent funds, life insurance policies and other forms of approved
savings may be considered a step in the right direction. How-
ever, the savings secured by those in the middle income group
to the extent of five crores of rupees will be more than offset
by higher expenditure on cigarettes, petroleum products and
costlier rayon and synthetic fibres. Their immediate income
will also be reduced by the deduction of tax at source under
the new procedure laid down for payment of interest by banks,
tompanies and others.

Under these circumstances, it is difficult to understand
why those engaged in stack market activity have not viewed
unkindly the new budget proposals. The rally in prices for
the principal counters after the announcement of new taxes,
was perhaps due to the feeling that things could have been
worse as there was no immediate action on the Congress
Working Committee’s resolution relating to social control of
banks, nationalisation of general insurance and the new im-
posts on income from urban property. The availability of for-
eign aid on a large scale and the expectations that liberal cre-
dit might be allowed have probably induced many to take an
optimistic view of the prospects for the current year, If agri-
cultural production picks up and the policy of liberal import
licensing also brings about an increase in industrial output,
the cautious optimism expressed in some quarters might be
justified. But without a retreat from dear money and without

an improvement in the profit margins, it s not possible to say
that a sustained recovery in prices for the principal counters
would come about and a revival of activity in the capital mar-
ket can be ensured which is so essential for increasing the
tempo of industrial development.

It cannot be denied that the presentation of an overall
balanced budget would ensure greater financial discipline and
1estrain the states from indulging in reckless overspending.
Mr. Morarji Desai has however missed a valuable opportunity
for stimulating economic activity. The reduction in export
duties on gunnies, manganese ore and tea is not significant and
the old trick of offsetting losses suftfered in some directions by
gains from others has been adopted. With lowering of expoart
duties on gunnies, excise duties have been raised. Even with
lower export duties, it is not clear whether the jute industry
will be able to step up its exports and meet competition from
Pakistan successfully. The Government will, therefore, have
to watch closly new developmerts and give fresh reliefs so that
further diversion of trade to Pakistan or to substitutes can be
avoided. It had been hoped that the tea industry would be
allowed to get a drawback of excise duty on the quantity of
tea exported. But the reduction proposed is only equal to the
increase in excise duty ard the producers of low and medium
grace teas may not be benefited to the anticipated extent.

Again, there is no justification whatever for the fantastic
duties levied on rayon and synthetic fibres and yarn on alumi-
gium and its products, It is incredible that as much as Rs. 22
crores can be absorbed by these industries without effecting
adjustments in selling prices. The profit margin will be se-
verely curtailed and some units may incur losses. The in-
creases in exeise duties on staple fibre and rayon yarn are fairly
heavy while those on polyster fibre and nylon yarn have been
raised many times in the past. The producers of the latter .
class of synthetic fibres may probably be in a position to bear
heavier excise duties as their profit margins are very high.

-Even so, there will have to be a reduction to the extent of 50

per cent in the proposed increases while rayon and staple fibre
units will be obliged to increase their selling prices if the duties
were not abolished. While last year the working results of
some units were encouraging, with slackness in demand and an
{iocrease in working expenses, it is felt that the-same perform-
‘ance cannot be repeated in 1957 especially as imported raw
imaterial will be costlier. )

irrational Increase

The irrational rise in duties on aluminium and aluminium
products will have a crippling effect on the industry which has
been acquitting itself creditably. Undeniably, there has been
ian increase in selling prices in recent months following deva-
luation and higher costs of production and the profit margin is
not certainly such as to enable the companies to absorb the
higher duties fully and earn a reascnable return on invest-
ment, A simple calculation will show how the earnings of the
largest producer in the country will be affected if the incidence
of the revised duties was fully horne by it. On an output of
'40.000 tonnes of virgin metal (not taking into account the hea-
vier duties on rolled products) an additional amount of Rs. 3.1
crores will have to be paid by way of duties which will result
in a reduction in the net profit, before depreciation, to Rs, 2.8
crores, Even on the straighi-line method, a provision of Rs.
2.06 crores was made in 1966 which would mean that there
‘would be a disposable balance of only Rs. 0.74 crore. It is
needless to say that the whole profit will be inadequate to pro-
vide for depreciation on the written-down basis, not to speak
of the absorption' of any portior of the claim towards develop-
ment rebate. Besides, aluminium is already costlier than the
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imported product, on an ex-duty basis, and cable manufactur-
ers and, in turn, state electricity boards, who aré the main
consumers of aluminium cables, will be heavily penalised. Is
it too much to expect that the unwisdom of imposing heavy
levies on growing industries will be recognised and there will
be downward adjustments of the duties to reasonable levels?

There cannot be any serious objection to the deduction
to taxes at source on interest paid by companies, banks and
other institutions on deposits and loans and even on broker-
age and commission, though it is difficult to understand why
the rate of deduction has been fixed at the high level of 22
per cent now applicable for dividerd income. This novel pro-
cedure has presumably been adopted for mobilising resources
for the Centre. The average tax paid will be much lower than
the tax deducted at source and it will be a long time before
refunds are secured. There is also the possibility that nearly
25 per cent of the amount deducted by way of taxes will not
be refunled because of the difficulties involved in claiming re-
funds and the lack of understanding of the procedures relating
to refunds, Many recipients may belong to the agricultural in-
come groups and many others may he non-taxpayers depend-
ent on interest income for their living. These may be seriously
handicapped. The provisions for exemptions may be found in-
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adequate and there is the danger of the savings habit being
discouraged if the limit for the purpose of deduction was not
raised to Rs. 500 and the tax rate for reduction was not lower-
ed to 10 per cent. The Finance Ministry officials have also
been clever in increasing the burden on capital gains in the
name of simplification. It has been found on close scrutiny tha
the incidence of taxes on capital gains on the revised basis is
nearly double in some cases. Perhaps this Is a form of taxing
urban property. If it is true, it is neither fair to the assessee
nor to the public,

Receipts Underestimated

The aggregate receipts are likely to be in excess of the
estimates and the claim of Mr Morarji Desai that the budget
is production- and export-oriented and is intended to revive the
economy is not borne out by facts. He should agree to a fur-
ther lowering of the export duties on tea and gunnies, a read-
justment of the duties on synthetic fibres and yarn and alumi-
nium and a medification of the procedure relating to deduction
of tax on interest and other income and the levy of taxes on
capital gains, Even with substantial adjustments, he will still
be able to collect Rs. 125 crores which will be Rs, 20 crores
more than the estimate for a full year.

Lack of Courage
R. V. MURTHY

FEW FINANCE Ministers since Independence have had such
abundant public sympathy and so magnificent an opportunity
as fell to the fortunate lot of Mr Morarji Desai whilst
presenting his budget on May 25, 1967. The public sym-
pathy was because of the fact that no one could be blamed,
certainly not the Union Finance Minister, for the havoc
wrought on the country’s economy by two droughts in unin-
terrupted succession, not to speak of the war imposed on us by
Pakistan earlier. The opportunity lay in the fact that, con-
fronted with the complicated task of having to counter the
combined impact of intlation and recession, the Finance Minis-
ter had almost unfettered freedom to choose whatever cure he
liked for our economic ills to achieve the objectives spelled out
by him both before he became Finance Minister (in July, 1966)
and after. .

Lack of Courage

A disproportionate dose of the former, however, seems to
have unfortunately warped the judgment of a large section of
the public on the budget proposals of Mr Desai. This explains
why there has been no comment from anyone of consequence in
public life without the qualitication “considering the limita-
tions imposed upon the Finance Minister on account of the
conditions obtaining at present in the country.” But accepting
this is one thing and assessing the budget proposals from the
point of view of the needs of the present and the future is an-
other. Looked at from the latter angle, even friendly critics
have to admit that Mr Desai has displayed lack of courage.
Ringing through his budget speech seems to run the refrain-—
the spirit is willing but the flesh isn't. Otherwise, it is diffi-
cult to account for the wide gulf between not only the two
parts—Part A and Part B-—ot his budget speech but also be-
tween his own professions in the past and his performance
now. Some say Mr. Desal has deliberately chosen to hold his
hand—-or is it keeping his figures crossed?—until the monsoons
arrive; others argue that his performance was dogged by the
sword of Damocles in the form of the Congress Working Com-
mittee’s deliberations on the ¢ve of the budget. The first is
understandable, but not the second. For what is at stake to-
day is not the future of the Congress, although to some it may
mean that, but the economic destiny of the nation. Had he
cared more for the latter, especially at this juncture, Mr Desai
would not only have been credited with displaying great bold-

ness and imagination but would have risen further in stature.
In having failed to do so, he has verily missed a great oppor-
tunity. It is a momentous miss for the country too.

Yet one comes across such unqualified encomium as was
proffered, for example, by a professor of economics in Bom-
bay, the other day, that “the Union budget for 1967-68 is realis-
tic, balanced and non-inflationary and a courageous step to-
wards reviving the drought and war shattered economy.” Th>
only epithet honestly applicable to Mr Desai’s latest budget is
that it is a balanced budget, and, laudable though, one cannot
make too much of even this, if only because the Finance Minis-
ter himself has been urging this and crying a halt for deficit
financing. This is not to deny Mr Desai his due. True he has
made a beginning with a balanced budget; he has certainly
sought to hold the price-line by insisting that the victims of
his stiff excise levies shall not pass on the burden to the con-
sumer (how far this is practicable is another matter); he has
indeed endeavoured to maintain the tempo of development,
though what the country needs today is not just maintenance
but intensification and expansion coupled with acceleration; he
has also tried to curtail domestic consumption, but, in nearly
every case, the prevailing high prices themselves have been de-
terrent enough in all conscience, and he has significantly stimu-
lated exports by reducing the export duty on jute goods and
manganese and iron ores, but this is, as some have justifiably
said, a case of delayed justice to a vital earner of foreign ex-
change. N

What the public has been expecting and is, therefore,
missing all the more in Mr Desai’s budget are mainly two: (i)
any worthwhile proposals for revlying the capital market,
which has for too long been in the doldrums to escape anyone’s
attention, and (ii) at least a token cut of five per cent all
round in government expenditure. (Mr Desai himself had sug-
gested a cut of 10 per cent in all government expenditure). To
expect the capital market to revive with a meagre provision
of Rs 10 crores for the financial institutions to support private
investment, a raising of the surcharge exemption-limit ‘on un-
earned income from Rs 15,000 to Rs 30,000, an exemption of
dividend income up to Rs 500 or a stepping up of the amount
of approved savings in life insurance, provident funds, cumu-
lative time deposits in post offices from 25 per cent to 30 per
cent (from Rs. 12,500 and Rs. 25,000 to Rs. 15,000 and Rs 30,000
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for individuals and undivided Hindu families, respectively)
may be splendid as gestures but all these cumulatively wili not
yield the desired results what with rising costs impinging on
savings, Moreover, as the general rate of personal taxation is
very high, particularly in the case of those income groups
which really go in for investment in stocks and shares in a big
way, the available savings are hardly adequate to allow of
capital investment. Further, the generally anticipated reliefs
in corporate taxes are conspicuous by their absence. As for
governmert expenditure, notwithstanding the fine sentiments
voiced in his speech, there is provision for an increase of Rs
169 crores compared to the interim budget, although it must be
added, in fairness to the Finance Minister, that this is mainly
to help the states, some of which are in dire distress. None of
the practicable suggestions made by the business community,
such as, cutting down expenditure on new projects not capable
of zugmenting production immediately, has been accepted or
implemented.

Finally, it is a curious psychology that does everything to
push up costs but expects prices to stay put nevertheless. Surely
Mr Desai is not so naive as to believe that the additional excise
duties he proposes to levy on tea, cofiee, cigarettes, footwear,
plastics and resins, petroleum products, synthetic fibres and
yarn and aluminium will not lead to a rise in prices, notwith-
standing his threat to take recourse to legal measures, if need
be, to prevent the manufacturers concerned in some cases from
passing on the incidence of the tax burden to the consumer.
Aluminium and plastics have now become such all-purpose ma-
terials that few even remotely realise that if their toothpaste
prices have begun to go up, it is because the Finance Minister
has chosen to raise the excise levy on aluminium and plastics.
Again, it is a queer argument that, because some industries
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such as rayon and synthetic yarn and aluminium make large
profits, they should be made to disgorge more. What those who
argue thus seem to forget is that these industries are also capi-
tal-intensive and need to plough back a considerable amount
out of their profits to take care of future expansion. In the case
of aluminium, for instance, we still import about 1000) ton-
nes per year to meet our requirements at the present rate of
consumption (and this has heen fast rising lately) and it is
worthwhile krowing from the authorities whether they would
want to continue importing these 10,000 tonnes of aluminium
and expend scarce and valuable foreign exchange thereon in-
definitely or to let the indigenous units expand and make the
country self-sufficient at an early date. 1If, as they profess,
self-reliance is imperative—and here is an industry which bids
fair to make the country self-reliant—they cannot do some-
thing that will clearly impede or avoidably delay it.

An interesting suggestion that has been made and is worth
pursuing is to compare the likely inflationary effects of leaving
a gap of Rs. 68 crores uncovered (this may have t{g be ruled
out, though, with the approved shift in favour of balanced bud-
gets) and of adding a further Rs. 115.52 crores to the existing
excise levies. It is the considered opinion of many that the
former may have been the lesser of the two evils.

Another speculation is whether some strong public limited
companies would at all be well-advised to allow amalgamation
of weaker urnits, although there is both scope, as for instance,
in the cotton mill industry, and the Finance Minister’s blessings
for it. From the hested debate currently going on in Parlia-
ment who knows if even such desirable developments will not
be branded as calculuted attempts at concentration of economic
power?

Budget and Export Prospects

A Correspondent

THE ECONOMIC Survey for 1966-67 emphasised the import-

ance and urgency of export promotion. It stressed that a ra-
pid expansion of exports was necessary to regain a sufficient de-
gree of manoeuvrability ir our balance of payments in the con-
text of the growing hurden of debt payments. Though the ex-
nort performance would depend largely on the trend in agricul-
tural production, it was pointed out that special efforts were
needed to stimulate mineral and manufacturing output for ex-
ports sirce, ultimately, these were the sectors which were like-
ly to secure the highest growth rate in export earnings. “There
is need”, added the Survey, “not only for specific establishment
of additional capacity for the export market as in the case of
iron ore but also to expand and modernise manufacturing in-
dustry generally in such a manner as to reduce costs ard make
long-term investments in export industry worthwhile”.

Mr Morarii Desai, in his budget speech, also dwelt on the
need for maximising exporis. He referred to the disappointing
performance of exports during 1966-67 and observed that “a
major break-through in export earnings could be expected cnly
on the basis of modernisation and ratioralisation of nur estab-
lished industries and a judicious expansion of capacity both
in agriculture and industry in directions where we had a long-
term competitive advantage.”

But the budget proposals are not so conceived as to pro-
vide a strong stimulus to exports. The jute industry, for in-
stance, has been disappointed with the meagre relief it has
got. The reduction in export duties on sacking and hessian
has been inadequate. Considering the steep fall in the export
of jute goods since devaluation. what was required was aboli-
tion of the export duty on sacking and a substantial reduction
in duty on hessian, Our sacking exports fell sharply from
248,000 tonnes in 1965-66 to 189,000 tor.nes in 1966-87 and the
export of hessian from 456,000 tonnes to 372,000 tonnes in the
same period. The exports of sacking ‘to Africa, Australia,

Burma and Cuba recorded a sharp decline. Pakistan’s share
of the total exports of sacking from India and Pakistan was 28
per cent in 1960 but had risen to 58 per cent in 1966. Because
of this unfavourable trend, a drastic cut in export duty, espe-
cially on sacking, would have been helpful.

increased Burden

The Finance Minister has not only not provided adequate
relief in respect of export duty but has .increased the fiscal
burden on the jute indusiry by enhancing the excise duty on
hessian and other jute manufactures from Rs 250 and Rs 125
per tonne to Rs 375 and Rs 175 per tonre respectively. The fact
that the excise duty on exports is refundable is not much of a
consolation, The procedure for refund is not simple; and the
industry’s experience in getting its dues from the Government
has been unhappy. The President of the Indian Jute Mills
Association said at its recent annual meeting: “At every turn,
we are experiencing inordinate delay in receiving our dues
from the Government”, The total tax burden on the jute indus-
try is of the order of Rs 100 crores per year and its financial
health has been far irom satisfactory. Mr Manubhai Shah,
former Commerce Minister, wrote in this journal of May §:
“Even though beset with many problems, the jute industry is
capable of earning hundred per cent additional foreign ex-
change because of the versatility of this fibre and the many
diversified uses to which jute fibre and the goods made there-
from can be put”. In view of its immense potentiality for in-
creased export earnings, the Finance Minister should have
adopted a more helpful policy to the jute industry.

In regard to the tea industry, the Finance Minister has act-
ed on the assumption that it will be possible to increase ex-
ports by curbing consumption at home. So, while reducing the
export duty by 24 paise per kilogram, he has increased the ex-
cise duty on tea. It is necessary to point out that our exports
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have failed to pick up even after devaluation not because of The offer of cash subsidy and the provision of certain raw
increasing consumption at home but mainly because tea prices materials at international prices have, of course, been helpful
have not- been competitive. Moreover, it is relevant to note to export promotion of engineering industries, But engineer-
that per capita tea consumption in our country is small as ing exports can pick up steadily only if the industries concern- . . -
compared to manv couniries of Asia and Africa. Even Ceylon ed are able to bring down their cost of production, improve the //////’//////////////////// ’//// //////////
and Japan have higher standards of consumpilion of tea than quality of their products and offer them at competitive prices. e 0‘““\;" ¢ “' \ |
India as will be seen in the following table: Unfortunately, the budget offers little help in these drections. . 4" .IQ‘\E'E§ ? 'ﬂ‘ ,
ANNUAL CONSUMETION OF TEA PER HEAD (in Ib.) The system of corporate taxation has been practically left in- N ED a ‘ ¢ ey ‘\ i
1956-58 1960-62 1962-64 tact and the import duties remain at a high level. At the same _ 7 "‘ij\i / : SR < :
India 0.56 0.67 0.67 time, the increase in excise duties on many raw materials will / l ! U L e / - ) N\ 1
Ceylon 231 2.90 285 . tend to inflate the cost of production. The lack of dem.and for ; S \ ] \\\“"x\: % m R :
Japan 1.56 1.68 1.78 engineering products has been a major cause for recession. Qut i 1 &3 . T - / Hire ‘ X :
Kenya 0.62 0.56 0.74 the budget contains no measures which will give a fillip to in- : . ‘ il ! % .
Iran s 1.58 ' 1.89 175 dustries in this group to make better utilisa}ion of their capa- | i : ‘ { ppaiioe g ' ) ﬂp Wy _ “ By
Afghanistan 0.45 0.68 0.77 city by finding an expandingfmarket for their dpro_duuts Ingxa‘s ‘ i ; Y %}n - ‘W / / Vs : ‘ ;
. share in the world export of engineering goods is only about i '3 — % | | :
ilrge;qi)t ‘;ég f:g 3(7)(1‘ '0.14 per cent. The fourth five-year Plan has tentatively fixad { =y i .y //// /// 5 é/ / | Rl i
Mr Morarji Desai emphasised the need for diversifying the export target for engineering goods at Rs 100 crores per s | | |. / / ? // 4 : O g i
our exports. He said: “An increase in exports of our newer vear. This target cannot be achieved unless the engineering in- j ///////////// //////////// 70 ‘ ! )

dustries are able to work at the highest level of efficiency and
produce goods at prices at which they can effectively compete

products is vitally important from the point of view of achiv-
ing a sustained increase in our total export earnings. And

the present situation offers a welcome opportunity of redoubl- with the products of the UK, Japan and West Gerz\nany. / / -

ing our efforts in this direction The subsidies we provide on The problem of export promotion cannot be tackied suc- % % // . .’ S,

the export of engineering and other products should help in cessfully merely by providing token relief to a limited number % 7 Jl 1

this direction”. The Finance Minister added that, wherever ne- of industries. It is only when the entire economy fucnctions e:li- 12 L& 25

cessary, the Government would support the effort of industry
to increase the export of capital goods by suitable credit ar-
rangements. But he suggested that industry also would have
to adjust its pricing and other policies in relation to export or-
ders if it were to do its part in counteracting recessionary

ciently and in an integrated munner that the country can pro-
duce a surplus of goods which will help exports to increase
steadily. Judging from the reaction of representative organisa-
tions of industry and trade, the budget does not hold out much
promise of imparting dynamism to our economic growth and

L
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trends in a constructive manner. export promotion. %
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Economic Survey: 1966-67

THE ECONOMIC Survey for the current year has focussed
attention on the recessionary tendencies in some sectors of
the economy along with the “wage-cost-price spiral” in an
inflstionary environment. It has recommended mainte-
nance of overall fiscal restraints coupled with discipline in
credit and monetary policy. Extracts from the survey and
some illustrative graphs and statistics are given below:

I'e

The economic situation during 1966-67 was overshadowed
by severe drought for the second year in succession. While
agricultural output was somewhat higher than in 1965-686, it
was well below the record level of 1964-65. Imports of food-
grains had to be substantially increased and it was necessary
to intensify procurement and distribution controls, and to take
special measures to generate incomes in the areas worst affect-
ed by drought. Production actually declined in many indus-
tries based on agricultural raw materials and the growth rate
of industrial output was rather low. The rate of expansion of
the money supply was significantly reduced in order to combat
inflationary pressures. The levels of public and probably of
private invesiment in the economy were lower than in the pre-
vious year. There was. nevertheless, a marked rise in the price
level, particularly of foodgrains. The balance of payments
came under severe pressure because of lower exports of agri-
culture based products and larger payments from export earn-
ings on account of food and fertiliser imports and debt ser-
vicing.

| Rellef Measures

While the short-term economic situation was thus disquiet-
ing, various policy measures were taken to secure such im-
mediate relief as was possible and to facilitate a return to
growth with stability as soon as weather conditions permitted.
The agricultural development programme provides for a rapid
expansion in supplies of inputs such as fertilizers, improved
seeds and water with concentration on the areas in which the
highest returns can be expected. In spite of the difficult
foreign exchange situation, imports of essential inputs of agri-
culture were substantially increased. The family planning
programme was intensified. Friendly countries and institutions
agreed to. provide a larger share of assistance in non-project
form, and it was, therefore, possible to arrange for many in-
dustries to import their requirements of components and raw
materials as and when required. External flnancing arrange-
ments were completed for & number of essential projects which
will yield increases in output in the later years of the plan.
The structure of controls was simplified to some extent and a
change was made in the par value of the Indian rupee in order
to provide a stimulus to export promotion and rational import
substitution.

*

During mpﬁ-e'l foodgrains output was only around 76 mil-
lion tonnes gs compared to 72 million tonnes in 1965-66 and 89
million tg&s in 1964-65. Crop failures were particularly seri-
ous ig,parts of Bihar, Uttar Pradesh, Madhya Pradesh, Rai-
asthan and Gujarat. Stocks of grains had already been seri-
ously depleted due to the drought in the previous year, It
became necessary to arrange for a substantially higher level of
imports and to arrange for the equitable distribution of food-
grains produced in the country. The procurement and distri-
bution of foodgrains on government account was considerably
intensified. Altogether, the volume of retail sales through
public channels rose frorn about 10.! million tonnes in 1985 to
nearly 14.1 million tonnes in 1966, Imports of foodgrains for
distribution by Government were inqreased substantially—
from 6.7 million tonnes in 1984-65 to 8 million tonnes in 1985-86

and 10.4 million tonnes in 1966-67. While most of these additio-
nal imports were made available against external assistance,
larger quantities were also bought against our own export
earnings. Thus although the value of total food imports was
Rs. 266 crores in 1964-65, foreign exchange outlay from our own
earnings, including outlay on freight charges amounted in that
vear to Rs. 49 crores; in 1965-66 total food imports amounied to
Rs. 285 crores whereas our own expenditure was Rs. 66 crores,
The foreign exchange outlay on food imports went up further
to Rs. 114 crores (at the pre-devaluation rate) in 1966-67 out of
a total value of imports of some Rs. 377 crores.

In areas which had suftered severely from drought, ar-
rangements were made for free supply of foodgrains on a large
scale, generation of incomes through manual labour schemes,
supply of drinking water, and nf fodder for cattle.

Special efforts were made to secure quick increases in cut-
put of foodgrains wherever possible, through multiple cropping
and other means. Supplies of fertilisers, pesticides, electric
motors, improved seeds and other requirements of agriculture

INDEX INDEX
NO3. | INDUSTRIAL  PRODUCTION INDUSTRIAL SECURITY PRICES | NOS.
19562100 196162 2100

209 WARABLE DIVIDEND 68
ey N /\
199 = > e 8o
W\é.‘\‘"l b
188 '&‘r; LN ] N A7s
~N\./ N | -
198808 nu-u\»'
PN S I B B ISP SR PO PV P
WHOLESALE - PRICES CONSUMER  PRICES
270 1902 -3 w100 ~peaies 210
nat-er /- wu-er|
120 e : 190
" L~
/ ' / L)
17 - 1 170
170 ,‘-_ N -
o Lowae
o
150 k2l e Al POy POTY ST 180
A as.
CROAES MONLY SUPPLY SCHEDULED BANK CAEDIT |CRORES
5000 Lo . LART Temw 2700
wes-47 /
4600 2400
/ ,/ wee- o, ;
. }ﬁ L4
eg00 —u -vj 2100
4 e b’ he SN el
:.oo I S N R | PR A, St Y Y 1800
EXPORTS FOREIGN EXCHANGE ALSEAVES|
130 sas
100 429
J v /\ o, g
10 = e
Nt P,
YY) SPUIPUR SIFEIVE PSS B | Wy o Y s . 225
AMISIASONDITFY AMJIJJIJASONDIPM




1082 EASTERN ECONOMIST - June 2, 1967

were greatly increased. As much as about Rs. 203 crores (at
the post-devaluation rate) or $270 million. for example, were
allocated for import of fertilisers during 1967-68 as against

Rs. 47 crores or $98 million only two years ago. While the new-

strategy for stimulating agricultural output can show its full
effects only after a period of years, improved performance was
evident in a number of areas.

The drought affected not only foodgrains but also coni-
mercial crops. The production of all the main commercial
crops- —sugarcane, raw jute, oilseeds, raw co:.ton. and tovacco—
was affected. Raw jute imports were substantial, but even so
the total availability of raw jute and of other agricultural raw
materials for industry was inadequate. As a result, the pro-
duction of industries such as cotton textiles, jute textiles, sugar
and vanaspati was lower even in absolute terms; in the ca:e of
cotton textiles, demand was also slack as a result of the drought.
These agriculture based industries account for a substantial
part of Indian industrial production.

The output of steel remained at about the same level as in
the previous year; while demand was less, net iinports were
lower and stocks were somewhat higher. Coal production was
also stagnant as the demand of the railways and steel plants
did not rise. Production in some specific capital goods indus-
tries, such as castings, structurals, railway wagons and textile
machirery showed a marked decline due to lower leveis of in-
vestment demand. In certain other industries, such as many
electrical equipment industries and tyres and tubes, production
was significantly higher as a resull of freer availability of im-
ported materials. Industries which cater to the needs of agri-
culture such as those producing fertilisers, pesticides and pump-
Ing sets also showed large increases in output.

Marginal Increase

In the aggregate, however, industrial production rose only
marginally. The average index of indusirial production during
April-October 1966 was only 2.7 per cent higher than during
the same period of 1965. Since November, there have been
distinct signs of a moderate revival in industrial production
despite the fact that many industries, notably several capital
goods industries, cotton textiles and sugar continued to remain
depressed. For the three months ending January 1967, the
average index of industrial production was 5.2 per cent higher
than in the corresponding period of the previous year.

The effects on production of larger availability of imported
raw material supplies were felt only partially during the year,
as import licences under the Jiberalisation programme were
issued only during the second half of the year. The full impact
of the programme on industrial production will be evident only
during 1967-68. The removal of controls on the distribution
and prices of indigenous steel is also expected to have an im-
pact on industrial production in the coming year. Efficient use
of larger raw material supplies will be facilitated by the relaxa-
tion of restrictions on diversification of production and the
more competitive situation that is emerging in manufacturing
industries. '

As was stated earlier, there was a considerable increase in
the quantities of foodgrains distributed through ration or fair-
price shops; and substantial supplies were also distributed free
in drought affected areas. Nevertheless, in view of the overall
shortage, there was a substantial rise in the prices of foodgrains
and of many other agricultural commodities. This, in turn, led
to increases in prices of manufactures as a result of higher raw
material and wage costs. The higher prices of imported mate-
rials consequent on devaluation also had some impact on the
price levels, though in many cases these higher costs were
absorbed in margins previously accruing to manufacturers and
traders. The rise of 168.5 per cent in the wholesale price index
over the year was a matter for serious concern as it came in

the wake of the increase of 25 per cert in the preceding
two years.

" Despite this concern, and in keeping with the need to in-
crease production, remunerative prices for agricultural pro-

ducers were recognised to be necessary to stimulate output and -

indeed procurement as well as support prices for a number of
agricultural products were raised during the yecar. Similarly,
prices of some manufactures, and particularly of those whose
prices were pegged at unduly low levels over a number of years,
were raised from the point of view of stimulating investment
and production. It must be recognised, however, that changes
ir: relative prices can be of benefit in stimulating production
only in the context of overall price stability..

The adverse agricultural situation was an important cause
of the severe strain on the balance of payments during the year.
There was a sharp decline in foreign exchange reserves, if draw-

‘ings from the International Monetary Fund are left out of

account. Thus, while foreign exchange reserves increased
marginally by $12 million over the year, our indebtedness to the
International Monetary Fund increased by $130 million. Subs-
tantially larger payments from export earnings were made on
account of food imports, freight charges on PL 480 supplies and
raw jute imports. Debt servicing charges were also markedly
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higher -than in the previous ycar—$374 million in 1966-67
‘against $315 million in 1665-66. .

Exports of jute goods were hampered by shortage of raw
jute and the decline in colion textile exports was in part the
result of high prices of Indian cotton due to shortages. Vegetable
oils exports were negligible and tobacco exports were also
affected by adverse weather conditions. Some slackening in
world demand for major Indian exports such as tea also played
a part in reducing export earnirgs. As a result of the change
in the par value of the rupee, exports of some items not aflfect-
ed by supply shoxjtages, such as fish, showed improvement; and
expozjts of iron ore were raised as mining and transport facili-
ties were developed. Exports of steel and a rumber of manu-
factured products were stepped up. In the ayaregate, however,
export earnings in terms of foreign exchange were significantally
lower than in the previous year

Excepi in the case of food and feriilizers and selected
agricultural raw materials, the year under i1eview witneswed a
sizable reduction In imports. Thus imports of iron and stee)
declined by 46 per cent, of machinery by 20 per cent and of
non-ferrous metals by 51 per cent. This is a reflection both of
the severe restrictions on impetts that had to be imposed in
1965-66 and of ihe slackenirg ii. the tempo of development
necessilated Ly the concern with :fation.

Non-Project Assistance

During the year, non-project aszistance of Rs. 675 crores
($ 900 million) was pledged by the Con-ortium countries of
which Rs. 161.25 crores ($ 215 million) was j.ledgcd by the In-
ternational Development Association anu Hs. 286.50 crores
($382 million) by the U.S. As a part of their contril:ution {o this
non-project assistance, the U.K. refinanced (on more favour-
able terms) debt obligations worth $23 millicn and Canada
waived payments of $10 million which were due cn earlier
wheat loans. Japan refinanced debts worth $2.5 millie:. =nd
Austria refitanced loans amounting to $0.9 million. Another
notable feature of external assistance dwing the year was the
participation of a large number of countries and irstitutions
in the provision of food aid thus supplementing the major con-
tribution made over a number of years by the U.S. towards
meeting our food needs.

A major objective of budgetary policy during the year was
to combat the inflativnary trends. 'The total Reserve Bank
credit to Central and state governments during the twelve months
ended March 31, 1967 was Rs. 195 crores. This was
substantially lower than In the previous year (Rs. 404 crores),
in spite of considerably larger outlays on relief measures and
on increases in dearress allowances and the effects of low levels
of output on receipts from various taxes. The Reserve Bank
credit to the Central Government alone was Rs. 333 crores, but
a large part of this indebtedness was incurred, however, for
reducing the indebtedness of the state governments to the Re-
serve Bank. '

''he reduced reliance on Reserve Bank credit by the Gov-
ernment was an important move’ towards the objective ot
avoiding the inflationary impact of public expenditures, The
extent of the Centre’s budgetary deficit was, however, consider-
ably larger than had beeni visualised when budget estimates
were framed; and while a degree of deficit financing was un-
avoidable in the context of the economic situation last year,
there is clearly need for strenuous efforts to improve the bud-
getary ppsition of both the Central and state goveraments.

During 1966-67, overdrafts amounting to Rs. 108 croves of
the state governments with the Reserve Bark had been .cleared
by the Government of India; and discussions were held with
the state governments with a view to avoiding the recurrence

" of such overdrafts. The Reserve Bank has adopted a new pro-
" cedure whereby the siate governments, while having greater

flexibility in regard to their ways and means position will not
be able to resort to unauthorised overdrafts for any length
of time..

The revenue of public sector undertakings, including the
Railways, are an important source of finance for development
expenditure. These resources were lower than anticipated
during 1866-67. While the fall in receipts was largely due to
lower levels of output, there is clearly need for increase in the
returns from these undertakings, through higher levels of pro-
duction, greater efficiency and adjustments of prices which may

-be at uneconomic levels.

The objective of monetary policy has also been to prevent
an undue rise in the price level, particularly as a result of the
specultive holding of commoditics. The rate of growth of the
money supply was reduced to 7.1 per cent in 1966-67 as compared
to 11.1 per cent in 1965-66. The rise in money supply was no
doubt higher than the increase in output over the year. It was,
however, necessary to ensure that while an appropriate degree
of monetary discipline was maintained, production was nof
hampered by a severe shortage of credit. Of the increased
credit during the busy season, 80 per cent was required to be

—— -

BMOMETARY  INDICATORS

RS [} ]
crores MONEY  SUPPLY cnones
2000 MONEY SUPPLY - 3000

WiTH THE PuBLIC i
4000 - - 4000
3000 3 ; T ,/\/\M’,/// 3000
LR D /%%m
BRI Ay 1E 7/ 7 T
wono AT D,
-4V v/ ' 7 Ay, Z//// 7 /i //// il
J% 'f‘ 7/ / ;/J %%l///% i, // %// :
;//%F/“ /{ f// 7/ Y e R AR
cos i ;F? [J,/ r.ér /% //,-f)/'/,“»/'/}'fxfgl??/'};}, R A ' 000
Al v / iy ’7'5"’/"7
LA L A Ay Al Ay v/

o LA VAN e iy
4000 ASSETS OF SCHEDULED COMMERCIAL BANES 4000
3000 3000
2000 ~ 2000
1000 ] — 1000

1 B e

960616203 84 M 4 S O M 4 $ D M
' 7Y 1908 1987
LAST FAIDAY




June 2, 1967 ' SPECIAL BUDGET NUMBER 1085

1084 EASTERN ECONOMIST June 2, 1967

made available to industrial borrowers and against imports and
exports. As incomes and hence deposits grew at a lower rate
than was visualised earlier, commercial bank advances also did
not rise as much as had been anticipated, though they were
significantly higher than in 1965-66. Recourse to the Reserve
Barnk was restricted by the levy of penal interest rates for bor-
rowings above prescribed levels. Selective credit controls were
also utilised to discourage hoarding of specific commndities.
The structure of interest rates remained broadly unchanged
over the year,

The last two years have been a period of exceptional strains
for the Indian ecoromy. Essentially, these strains have been
the result of two natural disasters and two wars, The manage-
ment of the economy over this period has bcen a particularly
difficult task. On the one hand it has been necessary to deal
with current shortages and to combat inflation. At the same
time, our recent experieiice has emphasised the need for reme-
dial action on a number of vital fronts and this action will have
to be continued and strengthened over a number of years. Popu-
lation contro), improvement in yields per acre in agricuiture,
export promotion, increases in managerial and productive effi-
ciency both in the public and the private sectors, elim:nation of
delays and waste in public expenditure and the creation of an
environment in which Indian industry has to respond increasing-
ly to the spur of competition are, for example, tasks that will
continue to demand attention for many years to come. The
tempo of development in the courtry will also have to be accele-
rated over several plan periods and in many directions. The
immediate situation that confronts the country is, however, com-
plex enough to require the most careful handling.

Checking Inflation

In the short run the probiem that faces the couniry is that
of checking inflation and of maintaining and strengthening the
arrangements for equitable distribution of food supplies.” In the
immediate period ahead intensive procurement effort is necessary
to enlarge the availability of foodgrains for the public distri-
buting system alorg with arrangements for additional imports.
Even with the best effort, however, it may not be possible to
restore the environment of price stability through these mea-
sures alone in view of the great Jimitations on supplies. When
supplies are only margirally short, price controls and regulation
of distribution would suffice to maintain an environment of
price stability even when the pressure of demand was in an
upward direction. In the present situation, however, there are
obvious limits to such a policy and there is, therefore, no escape
from the policy of continuing restraint on demand by keeping
in check public and private sector outlays.

While a distinction, no doubt, needs to be drawn between
those outlays of Government which contribute to development
and those which do not (except very indirectly) it should be re-
cognised that the inflationary psychology cannot be brought to
an end without a determined eflort to curtail non-developmental
outlays and a willingness to enforce economy in development
expenditures and, even, postpone such expenditures to the ex-
tent feasible, The increase in non-development expenditures
of Government durirg the last year was brought about mainly
because of the decision to subsidige the higher cost of foodgrains
after devaluation; this was essentially a measure {o provide a
relief in the immediate period following devaluation and must
be looked upon as a shock-absorher rather than a permanent
prop. As and when conditions permit, a gradual withdrawal of
these subsidies will contribute materially towards a reduction
in the non-development outlays of the Government and release re-
sources for development. These considerations apply also to
other subsidies or reliefs provided through the budget,

When Drices have been rising for some time and when con-

trols on essential items in short supply are necessarily in ope-
ration, it is difficult to avoid a dilemma in regard to adjustments
of prices and wages from time to time. Some compensation
against past increases in costs and prices may be unavoidable
and indeed necessary in the interest of sustaining and increas-
ing production. At the same time, even with overall non-infla-
tionary budgetary and monetary policies, some check on the
wage-cost-price spiral has to be kept if the inflationary environ-
ment and the process of inflation itself are to be brought to an
end in the shortest possible time.

The necessity of such adjustments makes it all the more im-
portant to maintain overall fiscal restraints. It must also be
combined with corresponding discipline in respect of credit and
monetary policy. There is clearly need to keep the cost of
borrowing sufficiently hjgh. Similarly, an expansion of bank
credit to the private sector on a scale significantly in excess of
the growth of output has clearly to be avoided. Also, specific
credit controls to restrain bank financing of speculative com-
modity holdings will continue to be needed. In judging the rea-
sonable limits for bank credit expansion, allowance has to be
made for the fact that the imbalances that have developed in
the past have to be worked off, even if it takes some time to do
so. In this context, it may be noted that deficit financing ap-
propriates a part of the permissible limit of credit expansion
which may be needed to sustain high levels of production in
industry and agriculture.

It must be recognised at the same time that industrial
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E.1.D.-PARRY IN THE HOME

" The pottery section of the E. I, D.-Parry Group’s Ranipet factory
first began with the manufacture of earthenware jars for sulphuric
acid—produced by the Fertiliser section. From plain jars for sulphuric
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plant protection products.
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peaple.
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activity in general has been depressed and there are pockets
of under-utilisation of capacity and unemployment of labour.
While shortages of agricultural raw materials have added to
costs of production in a few industries demand itself has been
moderated as a result of the drought. The level of savings in
the economy has been affected adversely by the stagnation in
real incomes, and this is reflected in the excessive tendency for
reliance on the banking system whether on the part of the public
sector or in the private sector. The existence of recessionary
tendencies in some sectors of the economy appears to call for
selective attempts to stimulate demand but this eannot bz done
through credit expansion in view of its obvious inflationary
effect in a situation of acute food shortage. Selective induce-
ments for specific industries which merit atiention have, there-
fore, 10 be considered within the overall constraint of budgetary
resources and such savings as private industry can mobilise on
its own. The existence of uncertainty itself affects the climate
for investment. And the prospect of applying selective mea-
sures with success depends a great deal on the expectalions in
regard to agricultural production and incomes in the near future.

Under-Utilisation of Capacity

When internal demand for investmert (and also for con-
sumption of specific goods) is depressed, and there are limits
to a policy for selective stimulus, the building of export markets
and the diversification of production are mears whereby pro-
duction levels can be sustained. Also, import policy must aim
at meeting specific supply shortages to some extent, despite
the difficult payments position. Considerations of priority,
which may be relevant in the long-term context, may in this
connection have to be modified in the short run to deal with a
highly complex and difficult situation. Industrial policy—and
managerial talent—should also be geared to the needs of diversi-
fication of production. It has, however, to be recognised that
with all these efforts, it may not be possible to avoid under-
utilisation of capacity for some time to come at least in some
industries,

Looking ahead somewhat further, it is necessary to ensure
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that the tempo of development is resumed as soon as possible,
While investments whether in the puklic or the private sector
have necessarily to be selective for the time being it should
be recognised that higher levels of demand might emerge soon
when agricultural production is at higher levels as a result both
of more normal weather conditions and the considerable effort
being made to increase agricultural productivily. Industrial
output levels for the later years of the fourth Plan must be
planned on the basis of the higher levels of agricuitural pro-
duction that should be achieved by then and care should be
taken to avoid a hiatus in growth during those years as a
result of undue pessimism based on current agricultural per-
formance. The public sector, private industry and financial
iustitutions will all have to combine considerable restraint in
the matter of new project starts for the present with sustained
effort to prepare for higher levels of investment activity in care-
fully selected areas as soon as circumstances become more pro-
pitious than at present.

In this ‘cortext, the importance of suitable investment in
export industries, to take account of the opportunities provided
by the change in the par value of the rupee, is a matier of
urgent importance. If, for no other reason, a rapid expansion
of exports is necessary to regain a sufficient degree of manoeu-
vrability in our balance of paymerts in the context of the grow-
ing burden of debt payments. Debt servicing charges and cer-
tain categories of imports can only be met from our own export
earnings or from external assistance in the form of cash or its
equivalent. While in large part, the behaviour of exports will
reflect trends in agricultural production, efforts are also neces-
sary to stimulate mineral and manufacturing output for exports;
in the lorg run these are the sectors which are likely to secure
the highest growth rates in export earnings. There is need not
only for specific establishment of additional capacity for the
export market as in the case of iron ore, but also to expard and
modernise manufacturing industry generally in such a manner
as to reduce costs and make long-term investments in export
industry worthwhile. In preparing for the resumption of deve-
lopmental activity in general, the requirements of export pro-
motion, in short, will have to be kept in the forefront.
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National Income: 1948-49—1965-66
- . Number of
. ~  PerCapita Income  Index Number of Index N
Nat;mal Ir::;r)n. - : p(Rs.) National Income Per Capita Income
(Rs. cro (1948-49=1100) €1948-49=100)
. ) At At At
Year Current 1948-49 Current 1948-40  Current 1948-49 Current . 1%413;:2
Prices Prices Prices Prices Prices  Prices  Prices ;
.0
8,850 8,650 249.6 249.6 100.0 100.0 100.0 igg 4
1948-49 9010 8820 2360 2506 1042 102.0 102.6 o
1948-50 N © s sso0 265 2415 ez 1033 1063 1003
1950-51 e o 0.970 9,100 274.2 250.3 115.8 105.2 109.9 102.4
1951-52 . e . 9,820 9.460 265.4 255.7 113.5 1004 106.3 103.7
1952-53 T jpaso 10,030 278.1 266.2 121.2 116.0 11;.; s
1953-54 9,610 10,280 - 2503 267.8 1111 118.8 ‘02‘2 107.3
1954-55 0.080 10,480 255.0 261.8 115.4 j212 - 102 no.‘
1955-56 cee . 11,310 11,000 283.3 2765.6 130.8 ‘ 127.2 11:.: 107.1
1958-57. 11,390 10,890 279.6 267.3 1317 125.8 lll-‘l 112'2
¥ ) e [ d .
1957-58 g0 11,650 303.0 280.1 148.7 134.7 121. a2
1956-59 S - 12,050 11,860 504.8 279.2 149.7 1371 122.1 117-5
1939-60 je1e0 12790 3287 w32 1688 M1l 13:': 119
1960-61 T japes 13,060 333.6 204.3 1711 151.0 136.0 111
1961-62 h 15,400 13,310 338.4 2034 178.0 153.9 ::s.s 120'6
1962-63 T " gm0 e 309 soLl 1890 1615 089 1270
‘963'“. ' _ apo10 15050 4215 70 2313 1740 108. 108
1064-65 . . . 14,400 . 20838 NA. 1675 N.A, X
1965-66°* '
Percentage Change
+41  +184 —4.3 +8.2
Plan "
:::tnd Plan o a1 +nst 4217 +0.54
Second Fan, ' +13.8 +11
s« Quick Estimates. ‘

« Preliminary Estimates.

= ictly compar-
i - £ sugarcane from 1960-61 are not str
n of foodgrains from 1959 60 and those o compar.
f o e::::xmzeo!m:r::: ?::uer years. Adjusted for such statistical changes, the increase intt::.a;:cx;tvi:lx;al inco
e apita income during Second Plan period works out to 20.4 per cent and 8.6 per cen . ‘
e as revealed by the 1941, 1951 and 1961

Note:—The per capita estimates are based on the rate of growth of population
census figures.

THE ORIENTAL FIRE AND GENERAL INSURANCE CO. LTD.

(Subsidiary to Life Insurance Corpn. of India)

REGISTERED OFFICE :

* Oriental Buildings”’, Mohatma Gandhi Road,
Fort, BOMBAY-1.

TRANSACTING: FIRE, MARINE, MOTOR AND ALL OTHER CLASSES
) OF GENERAL INSURANCE BUSINESS.
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Net Availability of Cereals and Pulses

Cereals Pulses
Population  Production Net With- Net Net
(millions) (million tonnes) imports drawals availa- availa-
—— — (million (—)from bility bility Per capita net availability
Gross Net tonnes) Govern- (million (million
ment tonnes) tonnes) Total
) stocks . (ozs.)
Year : {million Cereals Pulses
tonnes)
. (gms.) (o0zs.) (gms.) (o0zs.)
1951 363.4 45.74 40.02 4.80 (+)0.59 44.23 8.03 334.5 118 59.5 2.1 13.9
1952 369.6 46.40 40.60 393 (4-)0.62 43.91 7.97 326.0 115 59.5 2.1 13.6
1953 376.1 51.35 45.37 2.04 (—)048 47.89 8.59 348.7 12.3 62.4 2.2 145
1954 382.9 61.08 53.44 0.83 (+)0.20 54.07 9.72 385.6 13.6 70.9 25 16.1
1955 390.2 58.97 51.80 0.60 (—)0.75 52.95 10.10 3714 13.1 70.9 2.5 15.6
1956 397.8 57.53 50.34 1.40 (-—)0.60 52.34 10.21 360.0 12.7 70.9 25 14.9
1957 405.8 €0.20 52.68 3.63 (+)0.86 55.45 10.61 374.2 13.2 709 25 15.7
1958 414.3 56.41 = 49.36 3.22 (—)0.27 52.85 8.82 348.7 12.3 59.5 2.1 144
1859 423.3 85.449 $7.30 3.86 (+)0.49 60.67 11.54 391.2 138 737 2.6 16.4
1960 432.7 64.88 56.77 5.13 (+)140 60.50 10.32 382.7 185 65.2 2.3 15.8
1961 4427 69.31 60.65 3.49 (—)0.17 64.31 11,11 396.9 14.0 68.0 24 16.4
1962 453.5 70.95 62.08 3.64 (—)0.36 66.08 10.28 399.7 14.1 624 2.2 16.3
1963* 464.3 67.01 .58.63 455 (—)0.02 63.20 9.99 371.4 13.1 59.5 2.1 15.2
1064* 4755 70.19 §1.41 6.26 (—)1.24 £8.91 8.19 396.9 14.0 51.0 1.8 15.8
1965* 487.0 76.56 €6.99 7.45 (4)1.08 73.28 10.88 413.9 14.6 62.4 2.2 16.8
1966* . 498.9 62.25 54.47 10.34 (+)0.14 64.67 8.76 354.3 12.5 48.2 1.7 14.2
Notey:—1.

*Provisional Population figures relate to mid-year revised estimates. These estimates were prepared by the office
of the Registrar General of India.

Production figures relate to agricultural year July-June; 1951 figure corresponds to the production of 1950-51. and
so on for subsequent years. These estimates up to the year 1959-60 are adjusted with 1960-61 revised production
index as the base. Figures for 1960-61 and 1961-62 are based on Revised Estimates for 1962-63, 1963-64 and 1964-65
on Partially Revised Estimate and for 1965-66 on Final Estimates of production. '

Net production has been taken as 87.5% of the gross producticn, 12.5% being provided for food, seed reguirements
and wastages.

2.

Figures 'in zre‘spect of change in stocks with traders and procducers over a year are not known. The estimates of
net availability given above should not, therefore be taken to be strictly equivalent to consumption.
5. Net availability = Net production 4+ net imports 4 decline in Government stocks.

Percentage Changes in Index Numbers of Manufacturing Industries

Branch/Sectors . Weights 1961 1962 1963 1964 1965 1936~
A. Consumer Goods 51.90 +6.9 +1.3 +34 +3.5 +2.5 —0.7
Food v s 13.99 +10.1 —1.5 —-3.7 +10.5 +8.5 +2.4

Cigarettes 1.49 +6.7 +4.2 --2.6 +15.4 +17.1 +8.1°
Cotton Textiles . . 32.10 +5.3 -0.8 +5.7 +8.7 no change —328
Woollen textiles s . 1.10 +59 +29.1 +19.1 —22.6 —14.1 —7.4
Synthetic textiles e e 2.94 +173 462 +10.3 +24.4 +3.1 —2.¥
Footwear (Leather) . 0.28 +15.3 +-8.7 +18.8 —1.0 . 4160 +8.0
B. Intermediate ‘Goods 11.82 +51 +10.8 +11.9 +%.0 +6.5 +4.6
Jute Textiles e 5.62 —0.8 —-23.2 +62 +3.2 +39 —16.2
Paper and Paper products ... 1.30 +4.9 44 -4-18.8 +4.9 +7.4 +10.5
Rubber Products - . 3.04 +114 +7.7 .+10.3 +5.9 +10.0 no change-
Chemicals 3.56 +15.4 4840 4108 +9.5 +53 +4.0
Petroleum Products ... . 3.79 +6.0 +8.1 +16.2 +10.5 +6.4 +4+23.8
Leather and Fur Products ... 0.18 +0.3 8.5 +19.0 —7.1 +1.3 —3.0
Wood and cork ... 0.24 +16 +125 +185 +12 +165 —4.2
C. Capital Goods 19.08 +12.9 +18.8 +11.0 +6.3 +6.6 +3.5~
Non-Metallic Mineral Products 2.47 +7.6 +218  —10 +55 +16 —10
Basic Metals 9.25 +15.1 +21.0 +14.7 —08 +30 +5.7
Metal Products - 0.99 +438 +17.6 +12.2 +123 +62 —7
Non-Electrical Machinery = .. 1.10 +13.5 +9.1 +25.2 +12.0 + 19.1 +8‘4
Electrical Machinery 241 +4.2 +15.2 4133 +18.1 + 10'9 +8.5
Transport Equipment’ 2.86 +9.5 +159 401 +27.3 +7.9 —03

Note:—This table is based on the Index of Industrial Production (1956=100) published by the Centr. i
tion. Since the indices of Industrial production are not readily available for all théy individu';la‘m-st:;t?:t‘:c?heoig::si;?-
cation of manufacturing industries in this table among consumer goods, intermediate goods and capital 'goods sectors
has had to be very broad rather than precise, only the indices for “groups” of industries having been takex: int
account and allocated to the appropriate sectors, according to the major use of the products concerned. ®
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Total Expenditure of the Central Government

Third Plan Outlays by Heads of Development-—Centre, States and Union Territories

(Rs. crores)

, (Rs. lakhs)
Total 'Total Total © 1060-61 % 1961-62 Y%  1962-83 % 1963-64 % 1964-65 %  1965-661 % Third %
First - Second Third 1960-61 1951-62 1962-63 1963-64 1964-65 1965-66  1966-67 Plan
1950-51 Plan Plan Plan* (RE) (BE) Total
1. Agricultural ) ‘ 837¢  7.42 10112  7.30 13336 7.80 18498 9.1 23186 9.75 73502  8.52
1. Final Outlay 3148 1853.6 34060 67510 7404 8209 10923 15546 16038 16794 17326 Programmes ) 9381  8.39
2. Cooperation ) 938 083 1354 098 1851 108 1752 088 1769 0.75 7664  0.39
(a) Government Consumption 3. Community
Expenditures 234.7 1241.3 19615 42474 4330 4778  660.2 10028 1006.1 11005  1184.5 Development & ' :
(b) Gross Capital Formation 80.1 6123 14445 25036 307.4 3431 4321 551.8 5977 5789  548. . ffr';;g:’;ffz 5905 528 3300 488 5885 424 5584 327 5929 292 6251 263 20149 338
2. Transfer payments to the rest . flood control 10355  9.26 10600  9.40 11454  8.27 12049 7.05 14919 735 16716 17.03 65738 7.62
of the economy 1169 9319 18164 34866 4952 5311 6236 6647 7787 8885 989.5 5. Power 10623  9.50 13948 1237 18241 13.16 25705 1504 30565 15.05 37780 15.89 126239 14.62
. , 6. Large & medi- ;
(a) Current transfers 1109 8092 1567.1 29985 4265 4571 5329 5677 6714  769.4 874.1 um Industries 16177 14.47 19298 17.11 25413 18.3¢ 34068 19.93 40385 19.80 53068 . 22.32 172232  19.95
(b) Capital transfers 60 1227 2493 4881 687 740 ) : 3 1191 . 7. Mineral - ’ :
8.7 970 1073 119 115.4 Development 4132 370 194 017 180 013 234 014 . 245 012 371. 016 1224  0.14
‘3. Financial investments and loans 8. Village & small o &
to the rest of the economy Industries 4870 418 3759 333 3976 2.87 4315 252 4804 241 5503 . 2.31 22447 2.60
(Gross) 72.0 9657 26002 50356 5700 687.2 8166 9873 11064 14381 11427 9. Railways ) 17564 1557 24901 17.97 30190 17.66 31424 1547 28249 11.88 132328 15.33
10. Other Trans- ) ’
4. Total Expenditw 503.7 1. 2, . . . . X . '
otal Expenditure 0 37512 7822.6 15273.2 18056 20392 2532.5 32066 34889 40060  3864.8 port & Com- ) 24856  22.23 _ ,
. munications ) . 12086 1072 12565 9.06 15783  9.23 19197 945 10621 826 79242 9.8
; 11. Education 9110 815 7771 689 10019 7T.23 12300  7.20 16352  8.05 20644  8.68 67086  7.77
* Includes Revised Estimates for 1985-66. 12. Health 6954 692 5443 483 6400 468 6397 374 7694 379 90682 407 35706  4.14
Note: Unlike in earlier Economic Survey, the total expenditure includes loans (item 3) on a gross basis. 13. Other Social - . .
' services 7665 685 5959 528 6541 472 7083 415 8564 422 11294, 476 39441  4.57
. . . 14. Miscellaneous 1971 176 1363 120 1459 105 2031 119 2659 131 3592 151 11104  1.29
Gross Capital Formation Out of the Budgetary Resources of Central Government 15. Grand Total 111799 :00.00 112793 100.00 138580 100.00 170926 100.00 203077 100,00 237726 100.00 863102 100.00
(Rs. crores) + Likely actuals.
Note: The Third Plan figures have been worked out on the basis of the actuals for the first four years of the plan and likely
Total 'Total Total expenditures for 1985-66 However, it is expected that the total expenditure will be lower than Rs. 8631 crores.
. First Second Third :
195051 Plan Plan  Plan* 196061 1961-62 106263 1963-64 1964-65 1965-68 1966-67 Analysis of Money Supply Variations .
(Revised) (Budget) \ (Rs. crores)
Variations during (March 31 to March 31)
A. Gross Capital Formation by 1962 63 1963-64 1964-65 1965-66 1966-67
th ral ern
e Central Government A. Money supply with the publie (1+2) +260 +475 +335 +458 +327
(a) Fixed Assets 795 5939 13623 2391.0 3020 3314 4249 = 4987 551.3  584.7 557.6 1. Currency with the public 4180 +226 +163 +2M +;;§
: 2. Deposit mone, +80 +249 +172 +181 +
(b) Works Stores 9.9 9.8 8.3 897 —384 —07 . 269 43.3 288 —8.6 —08 : ..-am‘;, Aﬂwﬂn: Money Sunnly Variations :
O oeipiatns ok ot ' ' Net Bank eredic 1 ent (a+b) +205 +249 +229* +agTe 4218
foodgrains —9.3 8.6 739 22.9 4338 124 -—19. \ . X —8. 1. Net Bank credit to Government (a+ A
.7 9.8 178 2.8 8.7 (+272) (4-288) (+290%) (4-518+%)
Total 801 6123 14445 25036 3074 3431 4331 5518 5979 5789 5481 (a) Reserve Bank’s net credit to Govt. (1+11) ... +200 +213 +149* 44040 +195%
- e : - _ . +-333%
B. inanci : , (i) To Central Gavt. . +267 +175 +-136* 4202 :
(C.:;::a ]f ;::;l:lﬁ::sistance for , (ii) To State Govts. s —67 +38 +13 +112 —138
(b) Banks’ holdings of Govt. Securities +5 +36 +80 +93 +83
(a) To State Governments 41.1 8157 13732 29289 3193 3744 4476 6044 671.6  830.9 670.1 (+172) (+175) (+141) (4-114)
3 i ate sector (a—b 4169 +249 96 +81 +176
(b) To Non-Departmental Com- 2. Net bank credit to private or (a—b) i s (1—35) (T e0)
mercial Undertakingst 5.2 8l.1 9324 . 16076 2107 2086 25883 3346 364.2 4414 376.7 (a) Banks’ advances and hcldings of private securities + 222 +264 +239 +290 +427
(c) To others* 2_4 95.9 154‘7 212_5 24‘6 36.3 3 '4 33.8 X 1 K (h) B&nks' ﬁme deposits wes e s ‘ 4'53 +15 . . +143 +209 +251
84 489 55 477 (+120) (+58) (+204) (+230) S
Total 487 9927 24603 47490 5546 6193 7448 9728 10847 13274 10945 3. Net foreign exchange assets of the R.B.L .- —27 427 —34¢ —16** +23t
. » 4. Govt.'s net currency liabilities to the public +9 +20 418 +13 T 4+20
€. Gross Capital Formatlog . ) 5. Net non-monetary liabilities of the R.B.I. e -} 28 . +39 +30 +31 - 452
out of the Budgetary - . _
6. Net non-monetary liabilities of banks (including ) .
resourees of Central errors and omissions) +68 +31 —58 486 +72
Government (A+B) 1288 16050 39048 72526 - 8620 962.4 11769 15246 16824 19063 16426 . some €rrors and om .
" %+ Provisional.
- 1 Adjusted for the revaluation of Reserve BanK’s assets after the change in the par value of the rupee.
* Includes Revised imates f ., - : ) . * Adjusted for sale of gold by the Government to R.B.L
nc‘f s e . Estimaes for 1965-66 : : ** Adjusted for purchase of gold by the Government from the R.B.L
1 Publie undertakings operated by autonemous corporations or companies. - o

Note:—(i) Figures in brackets of commercial banks' holding of Govt. securities and time deposits are adjusted for transfer
of US rupee funds from State Bank to the Reserve Bank.

(i) Figures of factors affecting money supply variations may not add up to totals due to rounding

I Include loans and grants to local authorities for capital formation.
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Index Numbers of Wholesale Prices

© (1952-53=100)
Food Articles Liquor Fuel, )
and Power, Industrial Raw Materials All
Total Food-~ ':l‘obacco Light & Tofal Raw Raw Oil seeds Manu- Commo-
grains Lubricants Cotton Jute factures dities
Weights .. 504 235 2.1 3.0 15.5 32 2.3 6.0 29.0 100.0 .
dast Week of | now ,Imked to
1955-56 v 846 36.1 784 97.1 110.8 109.0 116.0 111.0 1029 - 99.2 -
1956-57 . 1007 98.2 87.8 106.5 116.8 1130 133.0 117.0 1058 . 1051 _
1957-58 .. 1034 90.7 94.4 114.4 112.9 103.0 122.0 116.0 107.3 . 106.1 :
1958-59 o 1127 1021 - 989 115.9 1159 99.6 1141 121.7 100.5 112.1 .
1959-60 .. 1165 100.2 97.1 117.8 132.0 113.0 1410 1404 117.0 118.7
1960-61 118.1 98.8 1146 121.0 158.5 1109 2674 160.0 128.8 127.5
1961-62 . 1184 9.8 98.8 122.4 134.7 112.6 143.2 147.6 126.3 1229 BY VlSGOUNT
1962-63 .. 1235 102.2 117.0 137.6 135.3 117.6 149.8 1425 1205 127:4 . :
1963-64 . 1410 123.6 119.4 140.4 146.1 120.0 1512 166.0 1328 1389 FROM MAY 10
1964-65 .. 18337 1424 1384 148.2 163.3 131.6 1719 104.2 1412 151.0
1965-66 w1753 156.1 1275 160.3 2100 1284 = 2781 263.8 157.3 174.0 mritsar- 1145 hrs. —-—-An. : Kabul-1315 hra.
1968-87 217.6 200.9 127.7 172.9 236.1 149.6 252.2 315.0 167.5 202.7 Wednesdays : Dep.: : bul - G800 hrs Arr.: Amritsar-1130 hrs.
Average of Weeks Thursdays : Dep. : Rabul- Ean con.necﬂons to and from Srinagar
1955-56 .. 866 73.1 81.0 95.2 99.0 96.9 117.1 85.4 99.7 92.5 4
1956-57 . 1023 935 343 104.2 116.0 110.6 125.5 120.0 106.3 105.3 . ils contact
1957-58 .. 1065 91.5 94.0 113.4 116.5 1086.1 132.8 120.3 108.1 108.4 For details co
1958-59 .. 1152  106.3 954 1154 1155 09.2 1175 1270 1084 112.9 , INDIAN AlRl lNES
1959-60 .. 1190 102.3 99.5 116.5 123.7 105.8 1245 1345 1117 117.1
1960-61 e 1200 1023 109.9 1200 145.4 111.8 210.2 149.9 123.9 124.9 U= Or your travel agent
1961-62 120.1 100.4 100.3 122.1 142.6 108.6 1780 156.4 126.8 125.1
1962-63 . 1281 105.5 100.9 124.4 136.5 112.7 146.7 1514 128.8 127.9
1963-64 .. 1388 1161 199.6 1394 . 1395 1186 147.5 154.1 131.1 135.3
1964-65 .. 1599 1440 131.2 1449 162.7 1259 164.4 200.3 137.3 152.7
1965-66 .. 16838 1505 136.6 153.0 189.1 129.2 219.1 2405 1492 1651
1966-67 .. 1998 1784 130.3 169.7 228.6 139.3 266.3 3003 . 183.0 191.2
+ THE HIN DUSTAN CONSTRUCTION CO. LTD.
Working Class Consumer Price Index Number WE OPERATE ON AN EXTENS'VE SCA‘.E
(1949=100) AS
Monthly average or Months Bombay Ahmedabad Calcutta Madras  Kanpur Deihi = Gauhati - All India CIVL ENGINEERING CONTRACTORS
All items- Food : FOREMOST IN THE FIELD OF :
Financial Years: ROADS : CABSON AND MONOLITE sm BY
1055-56 e e 110 89 93 100 79 100 87 96 94 RARWAYS DREDGING AND UNDER COMPRESSED AIR
1956-57 . 116 101 102 113 91 112 99 107 108 ROAD AND RAK BRIDGES _ -
1957-58 . 122 104 105 117 93 112 104 112 1y . - : FQUNDATION WORKS FOR POWER HOUSES, ETC.
1958-59 .. 130 115 109 126, 101 117 101 118 121 CONCRETE DAMS FOR WATER SUPPLY AND
1959-60 .. 136 124 12 - 135 97 119 89 123 126 HYDEL SCHEME : PRECAST PRING
1960-61 137 120 113 146 100 121 104 124 125 , : BUNLDINGS
1961-62 - e M2 115 149 103 128 107 127 126 EARTHWORKS :
1962-63 . M 121 121 150 106 130 112 131 131 RAKWAY AND HYDRO-TUNNRS ETC. : DOCKS AND JETTEES ETC.
1963-64 150 129 153 137 112 137 138 - :
1964-65 172 158 177 153 128 157 162 Also Specialise in
c 11965-66]r - . 187 164 192 165 135 169 174 PIIB[IC HEALTH ENGINEERING WORKS— MECHANICAL EQUIPMENTS TO DORR-OLIVER
alendar Years:
1955 .o 110 87 92 99 78 99 87 96 92 | ‘ Specifications for
:ggg gg 132 98 111 80 109 98 105 105 SEWAGE & WATER TREATMENT PLANTS INDIGENOUSLY MANUFACTURED
1957 o e e W ome M e amom o2 SCHEMES DESIGNED AND WORKS UNDERTAKEN ON' TURNKEY BASIS
1959 e 134 125 110 183 88 - 120 98 121 125 7 " OVER 50 INSTALLATIONS ALL OVER INDIA
1960 .. 137 120 13 143 99 120 103 124 126 g
ms; 1:0 13; 118 M8 102 127 108 126 125 WE UNDERTAKE PRING WORKS UNDER HINDUSTAN-ZEISSL PROCESS
196 .. 145 1 120 150 107 130 112 130 130
2 Lo moom W gw ow ouz THE HINDUSTAN CONSTRUCTION CO. LTD.,
1964 e .. 168 154 160 w149 124 152 155 Head Office -
1968 T e 208 e o o Too CONSTRUCTION HOUSE, BALLARD ESTATE, BOMBAY 1 (BR)
‘ Phone : 268091 (13 Lines) Yelegrams : HINCON - BOMBAY
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Index Numbers of Security Prices—All India
) Average of weeks Govern- Deben-
ended Saturday ment and tures of B ‘Variable Dividend Industrial Securities -
; Semi- Joint Prefer-
Govern- Stock ence Cotton Jute 1lron and Coal Cement Sugar Financial Total
ment Se- Com- Shares Textiles Textiles Steel Institu-
e { curities panies tions
M AF (Base : 1952-53=100) .
m LAL 1957-58* 98.3 99.6 88.0 1199 63.4 115.7 89.1 1252 - 1597 1502 1254
1958-59 - 99.9 100.1 87.2 113.6 80.2 145.2 107.1 129.0 163.9 176.2 137.3
GROUP 1959-60 101.2 101.8 92.2 129.2 96.8 161.1 113.7 136.0 178.8 173.6 155.3
1960-61 101.0 100.8 87.2 1511 90.3 1595 120.2 1435 186.8 175.9 1717
SUITINGS 1961-62 100.9 101.1 83.2 180.1 90.9 184.0 123.4 148.0 157.8 2087 1837
1962-63 100.1 99.2 81.3 '179.8 100.5 150.8 120.4 1552 135.3 - 208.0 1595
‘TERENE’ICOTTON.‘TERENE'IACIYLIC. 1963-64 .. 99.4 97.6 81.6 167.2 97.0 152.7 107.2 144.2 128.3 187.9 187.1
¢ Y r 1964-65 . 99.5 98.3 81.8 158.1 84.3 163.1 93.7 1404 1200 191.1 163.9
TERENE’/VISCOSE, TEBILIZED AND (Base : 1961-62=100)

- MAFINISED VARIETIES. 1964-85 - ... @82 957 - 1015 81.8 90.5 99.4 80.2 92.6 86.9 963 861
MAFATLAL NEW SHORROCK (SHORROCK), Ahmedsbed - NEW ' 1965-66 .. 948 93.9 94.4 69.8 706 958 . 14 85.6 80.0 §5.6 767
) Y SHORROCK, Nadisd - snng\g,?q::r « STANDARD mgvcv CF(IINA), &?mh)y + STANDARD, Dewas : 1966—January ... - 935 93.6 811 a5.1 65.0 92.7 66.5 86.2 - 180 94.2 735
SASSOON, Bambay - SASSOON (NEW UNION), Bombay - SURAT COTTON, Surat - MAFATLAL FINE. Navsard February ... 93.8 83.6 20.9 64.5 64.7 92.8 66.6 85.7 78.5 95.3 73.5
' Marech = ... 93.6 83.5 90.9 66.8. 64.4 87.0 66.4 88.2 76.8 96.1 754
April . 93.6 92.7 91.3 69.3 65.2 101.8 68.7 92.6 78.9 98.0 79.2
May .. 93.7 92.6 91.0 69.7 66.5 103.5 72.6 94.0 8.8 98.1 80.4
June e 93.9 91.0 91.0 68.8. 63.6 105.6 70.8 95.8 M. 98.9 80.6
Juiy - 94.3 91.2 91.2 88.1 63.8 106.6 69.2 96.2 ™M1 99.2 80.6
August 94.5 815 90.8 66.4 61.7 105.5 86.0 95.4 6.7 99.8 794
September 94.6 " 918 89.8 63.9 60.8 100.4 64.8 94.2 5.4 98.4 7.3
October 94.6 91.7 89.4 64.6 60.1 102.7 65.0 86.4 8 08.7 78.6
November 94.6 21.5 89.3 64.1 60.7 102.4 04.6 7.5 7.8 99.1 78.7
" December 94.5 91.7 89.2 84.2 60.1 103.5 63.0 99.2 784 99.0 79.1
1967—January ... 94.6 9.7 89.1 66.4 59.6 100.6 61.6 102.8 80.3 00.7 82.2
February ... 94.6 91.8 88.8 67.2 60.4 112.8 61.9 108.1 78.8 100.9 84.2
March . 94.6 91.8 88.7 65.6 58.2 1104 60.9 105.8 5.4 1013 825

* Of 40 weeks.

Scheduled Commercial Banks-—Seasonal
' Flow of Funds

(Rs. crores)
19685 1865-86 1966 1966-67
Slack Busy Slack Busy
season season season season
I, Deposit Expansion—
Demand Deposit +80 +121 +-85 +107
Time Deposit +08 +93 +180 +54
(+114)
Total +178 +214 +265 _ +161
. (4-238)
II. Crecit (Decline +,
Increase —) +08 —310 +88 ~427
III. Net flow of
Funds (I4-I1) +amn —~—96 +351 + 2606
(—-78)
IV. Borrowings from
RBI (Decline +,
Increase —) +123 —28 +30 —41
V. Investments in Govt.
Securitles +139 —27 +208 —198
_ (—8)
V1. Other Sources/
Avenues +9 41 +28 —37

Note: Figures in the brackets are exclusive of changes in US.
Funds with the State Bapk.

ALL THE BEST A
bicycles on road
are fitted
with

FREEWHEELS
UNDBIA) LTD.
2A[3. ASAF ALl ROAD,

NEW OELHi.Y

FREEWHEELS

J
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India’s Balance of Payments (Adjusted) 1960-61 to 1965-66

(Rs. crores)

1960-61 1961-62 1962-63 1963-64 1964-65 1985-66
(Final) (Final) (Final) (Revlsed)A (Prelimi- (Prelimi-

nary) nary)
1. Imports—c.it®* 1081.5 9963  1079.0 1215.0 1362.9 1335.3
(a) PL 480 Title I vie 185.1 86.3 - 1214 167.4 2204 250.2
(b) Others - 896.4 -910.0 957.8 1047.6 1133.6 1085.1
‘2. Exports—f.0b. e 630.5 668.3 680.9 801.7 802.7 781.8 ,
3. Trade Balance (2—1) —451.0 —328.0 —398.1 —~—413.3 -—560.2 —553.5
4. Non-monetary gold movement (net) Lo +16.0
5. Invisibles— - . .
(i) Receipts®* 176.4 173.5. 1736 188.3 167.1 201.3
(ii) Payments e 177.1 .203.0 . 2222 281.1 255.7 270.5
of which Interest and service payments on foreign S ] q. . ?
loans and credi 338 . 46.0 58.6 65.8 74.3 881 M hew
(ili) Net _ —07  —205 —486 2 —428 2 —886 —69.2 .
6. Curreat account (net) e ~—451.7 —357.5 —440.7 ~——456.1 —832.8 —622.7 .
7. Capital transactions "
(a) Privatet
(i) Receipts aes 515 30.4 . 407 414 214 218
(ii) Payments : 35.0 36.4 © 487 40.3 24.5 40.0
(iii) Net - - +16.5 —80  —50 +1.1 —~3.1 +18.2
(b) Governmenttt _ ' o
(i) Receipts 35.4 108.4 574 66.1 86.8 177.0
(ii) Payments (321 987 33.0 28.9 308 166.0
(iii) Net - R +4.3 +11.7 +24.4 +37.2 +47.0 +11.0
(¢) Amortization payments (Gross) —317.6 —603 . —532 @ 578 ~78.7 ~—82.0
(@) Repurchase of rupees from IMF - ~10.7 —60.7 —23.8 —41.8 —35.7
(c) Banking capitall (net) +8.7 —2.5 +9.9 +04 ~10 —12.5
8. Errors and Omissions vee —8.3 +17.8 +5.9 ~549 —171.2 +24.0
9. Total Deficit (6 to 8) —475.8 —467.5 —~—464.7 —553.9 —790.4 —138.1
Financed by :
10, External Assistance .
{s) Loans (excluding PL 480 PL 663 loans) +198.0 42253  +3083  +3765  +4353 +434.3 ’
(b) Grants (excluding PL 480 PL. 665 grants) +33.4 +30.5 4228 +208 4218 +34.4
(c) PL 480 (gross) +185.1 +863 41314  +1674  -+2204 +2502 )
Total (a+b+c) +41686 - 43421 +4505  +564.7 +686.8 +1718.8 .
L Drawings from the IMF (Gross) .. .. .. .. 4181  $19 .. 4414 +663 DUNLOP INDIA LIMITED
12, Decline in reserves (+4)/Increase(— vee . '_+'_-59.3 - .f+'8.3 +23 —10.8 +562 - ~——483
Total (10 to 12) AR o HATBB 4615 4667 45039 47004 47381 This is how The Dunlop Rubber Company (india)
) , - - = Limited will be known from June 1, 1967.
. Note:—TFigures shown in this table for some items do not correspond with the similar statistics published by the Reserve o ' ‘.”“ & ] R
Bank of India. The difference is due to adjustments made in the above table in receipts and payments in respect of This new name retains the word “’Dunlop” which
PL 480 assistance which have been grouped together under External Assistance and Imports respectively, and ex- i i ind which bears
cluded from other heads of account. The presentation of balance of payment statistics in the table above also differs 's.so widely known and trus?ef! and . .
from adjusted balance of payments tables in earlier issues of the Economic Survey. In the table above, interest and witness to the Company’s origin and history. The
servicebxlms;mennts on foreign loans and credits (unlike in earlier issues). are inclusive of payments in respect of loans word “Rubber” is omitted because the Company’s
repayable in Rupees. . _ .
* Exclude freight on PL 480 imports initially borne by India but subsequently refunded by the US authorities. range of products has already grown beyond rubber.
*> Exclude receipts on account of freight on PL 480 imports initially borne by India but subsequently refunded by the US - '
authorities, these also exclude all grants under Colombo Plan and PL-480 Titles I, II and III, US Embassy expenditure A L e

out of PL 480 Title I funds and miscellaneous receipts out of PL, 665,

1 Receipts hy way of drawings on loans extended to private sector under the external sssistance programme including
loans out of Cooley funds and corresponding amortization payments are excluded from items 7a(i) and 7a(il) and are
included under items 10(a) and 7(c) respectively.

t+ Include all official capital transactions not enumerated separately but exclude changes in PL 480/885 balances.

$ The net movement shown here has been adjusted to exciude changes in Cooley Fund account balances arising out ot
disbursement by way of loans and transfers from and to other accounts. T : ’ :

~
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india’s Foreign Exchange Reserves and Transactions with the IMF India’s Imports--1960-61 to 1965-66
(Rs. crores) (Rs. érare 2)
Reserves ' Transactions with IMF 1960-61 1961-82 1962-63 1963-64 1964-65 1965-65
Fnd of Gold® Fo;e ignen Total Drawings ’;‘;‘a’;’; 1. Cereals - e 214.3 118.1 1673 1994 301.6 291.2*
) exchang . 2. Fruits, nuts and vegetables 17.1 12.9 134 .- 143 - 18.7 185
3. Milk, fish and spices 5.5 5.6 8.5 ... 87 10.3 9.2
1950-51 vee e 40.0 911.4 951.4 e 4. Vegetable oils cen 4.4 3.7 . 39 4.1 1249
1955-56 . .es 40.0 784.6 824.6 7.1 5. Copra .97 6.8 8.5 "800 4.1 29
1956-57 117.8 £63.3 681.1 60.7 6.0 6. Rubber 31.1 12.3 115 105 6.5 3.1
1957-58 e wes 117.8 303.4 421.2 34.5 7. Pulp, newsprint, paper and paper-board 16.1 15.0 15.7 13.1 13.7 10.1 .
1958-59 ae 117.8 261.1 378.9 C e 8. Textile yarn 15.6 11.6 12,5 11.1 13.9 6.8
1959-60 vee 117.8 245.1 362.9 23.9 9. Raw cotton . . .es . 81.1 62.9 55.9 46.3 50.9 38.2
1960-61 vee 1178 185.8 303.6 10.7 10. Raw Jute . . .es 54 6.5 2.6 23 6.8, 8.2
1961-62 ves 117.8 179.5 2973 ©119.1 60.7 11. Raw wool and wool tops 10.5 29.2 119 '13.2 8.0 6.2
1962-63 a17.8 1773 295.1 119 12. Fertilizers (Manufactured) e .o oni 6.5 15.2 15.1 13.2 15.2 26.6
1963-64 - 1178 188.0 3035.8 238 13. Drugs and medicines 8.9 8.4 6.6 5.1 5.4 4.8
1964-85 1338 115.9 249.7 47,6 47.6 14, Dyes and colours 12.1 114 10.3 8.7 9.2 6.7
1965-66 115.9 182.1 208.0 85.5 35.7 15. Other chemicals 26.7 371 41.3 349 352 37.2
1965-66 : A l——J " " . 1159 131.4 247.3 23.8 16. Fuels and lubricants e e 374 87.9 82.7 9.7 86.2 75.%
65-6 pr une : 2 (275.96) (519.33) (50.00) 17. Iron and Steel. .ee - . vee 80.8 40.0 77.1 70.7 73.8 0.7
J Se . 1159 125.2 2411 11.9 18. Non-ferrous metals 433 462 54.5 48.0 55.9 64.3
uly—Seplember _ (263.02) (5068.39) (25.00) 19, Machinery 2163 2406 2109 3047 4166 379.4
October—December .. . . 115.9 169.5 389.1 11.9 (a) Pﬂvate 116.6 1:49.2 - 1420 161.4 138.3 1214
(356.05) (599.42) (25.00) (b) Government 99.7 101.4 127.9 2333 2783 258.4
January—March 115.9 182.1 "498.0 17.8 35.7 20. Transport and Communication eqmpment and stores 8c.1 3.6 3.4 86.5 82.1 €9.2
(382 39) (625.76) (37.50) (75. 0) 21, Electrical goods vea see 17.4 204 19.9 20.8 178 148
' ’ ’ “Tatal (including other rivate and G t 1105.7 1006.0 1096.9 12434 1396.0 1335.:
1966-67 : April—June . 1158 298.6 514.5 80.3 ( & P overnment imports) . 335.3
(531.53) (774.90) (187.51)
July--September 115.9 3102 426.1 315 Based on balance of payments data. _
(413.56) (656.93) (50. 0) * Freight reiml:uc.rments on PL, 480 imports are, wnlike the previous years, not included from April 1, 1965.
October—December 115.9 2732 _ 389.1
. (364.27) (607.64) India’s Principal Imports During the
January 1967 e e 115.9 262.6 378.5 .
(350.13) (593.50) Three Plan Periods
February 1967 - 1158 2838 399.7 ® 67 YEARS VALUABLE SERV ICE
(378.36) (621.73) - (Rs. crores) -
March 1967 w1159 296.1 4120 5.6 TO THE NATION
(394.8) (838.2) P (7.50)

(1901 -1967)

We picneered in the field of Pharmaceutical and Chemical
Industry in the Country and our lines include :—

PHARMACEUTICALS :
Caffeine and its Salts, Nicotinic Acid B.P. Nicotinamide
B.P., Injectables, B.P. Preparations, Magnesium Trisili-

" Annual Averages

- 1st 2nd 3rd
Plan Plan Plan

‘Note:—Figures in brackets indicate value in million US dollars.
* Include 7.1 million ounces of gold till January 7, 1965, 7.4 million ounces till January 21, 1985, 7.7 million ounces till
February 18, 1965, 8.0 million ounces till February 27, 1966 and 7.0 million ounces thereafter. Gold was valued at
Rs. 21.24 per tola up to October 5, 1956 and thereafter at Rs. 62.50 per tola or Rs. 53.58 per 10 grams.

*s Include foreign assets of the Reserve Bank of India and Government balances held abroad. Foodgrains 120 160 216 cate, Magnesium Suiphate, Diabinol (Anti-Diabetic),
P—Provisional. Fertilisers ' Antiben, Isoniazid (Anti-Tubercular), Novotrone (Solap-
ertilise e e 3 11 17 sone B.P.), Novophone (Dapsone BP.) (Antl-Leprotic),
Yy > P vy AR DR D080 R 0 ‘Cotton ” 45 51 Drugs and_varlous other Pharmaceutical Chemicals, ete.
3 also
AN". PrOdUCtS Of Excellence for > Jute . 25 5 5 Surgical Cottons & Sanilary Towel,
’ 3 HEAVY & FINE CHEMICALS
: AGR'CULTURE 4 |NDU$’|"RY * TRADE ‘Mineral Qils 73 80 88 Alum, Alum Sulphate (iron Free), Alumino Ferric,
. ANILOZYME S . Pheneol, Lysol, Naphthalene Pure and various other
- ::; prodiuchl 'hl ‘::' :?.m :Amlmcig%nmns i DE EXi gl:lrli(?nsgmnn sgl.nm:lo ACID ‘Chemicals, Drugs and medicines 34 53 53 reagent ’quanty fine chemicals for Laboratory purposes etec.
i for quality of their manufac  BRITSE GUM MAIZE OLL = SUPERPHOSPHATE AND  § Metals other than iron and steel 20 35 54 TOILET FRODUCTS : .
fure in the Anil's Plants—one CORN smrAfxquo; ALUMINA FERRIC 3 _ Superior quality Toilet Goods including Seaps, Hair Oils,
‘R of the finest in India INDUSTRIAL ENZYMES Iron and Steel 34 96 7 Face Cream, Body and Face Powder, Perfumes, Tooth
p: * : Powder, & Tooth Paste ete.
THE AN'L ST ARCH PRODUCTS LTD Electrical goods and apparatus ... 16 19 19 Enquiries from respectable Business Houses with
. ' . Bank references cordially invited.
Machinery and locomotives 116 265 - 365 . .
Managing Agents: | - Bengal Chemical & Pharmaceutical Works
mmm mm -‘ cmm -Othef's . | 212 311 273 LIMITED
; Total 730 1080 1216 Oldest Indian Manufacturers of

Pharmaceuticals am_i Chemicals
6, Ganesh Chunder Avenue, Calcutta-13, India,

Tele Nos.: 24916-17-18
TELEX No. ‘NILA AM 284

‘Based on balance of payments data.
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INDUSTRIAL FINANGE
CORPORATION OF INDIA

(Incorporated under the Industrial Finance)
Corporation Act, 1948 (XV of 1948).

ESTABLISHED IN 1948

Head Office :
Burmah-Shell Houss  (Amnexe Hi),
Connaught Circus,
New Delhi.

Branches :

Bombay, Calcutta, Madras.

ﬂﬂﬂ'@lﬂ!@l@@ﬂlﬂ@@ﬂﬂﬂﬁlﬂlﬂﬂﬂﬂg

Paid-up capital : Rs. 8.35 crores.

Reserves : Rs. 645 crores.
i nctioned

As:‘::g:?l;?l%'ﬁ: Rs. 291.75 crores.

Assistance disbursed :  Rs. 221.76 crores.

Total assisfance oulstand- 4

ing on 31.12.1966. Rs. 163.54 crores

IFC specialises in supplying Indiu? Indt:s—
tries with medism ond long-term capital. its
activities include -

* Granting of loans or subscribing fo
debentures in rupee currency;

* Guaranieeing deferred paymenis in
respect of machinery imported from
abroad or purchased in India

* Granting of loans in foreign currency;

* Guaranteeing loons raised from fonan
Banks or Financial Institutions in

e forgign corrency;

e Bnd‘e‘fwr!’ling of equily preference

or debenture issues;
* Subscribing to equity or preference

Detoiled terms and conditions of IFC loans
and .other literature  about its working ore
““available-on request from its Head Office ot
" New Delhi and its Branch Offices.

T e

i

EEmE
Hlmmmumr@mmr@mmmmm-llmmmm@mmmmmm@m@mmmnIl@l@ﬂm

C. D. KHANNA N. D. NANGIA
General Manager Chairman
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GREEPING
DAMP?

—then waterproof your home with

AGGOPROOF

ACC’s CEMENT-WATERPROOFING ADDITIVE

Just 1 kg of Accoproof,
thoroughly mixed

with every 50 kg of cement,
ensures complete
waterproofing whether
used for wall-renderings,
roofs, basements,
damp-proof courses or
water-retaining structures

For bullt-in waterproofing
specity Accoproof

The Cement Marketing Company of India Ltd.
or from thelr Distributors.

ACL | 14 assoaarep coment companies Lmien.

the Aalimark of

quabity poututs The Cemant Marketing Company of India Ltd.
= o all

m Readily availoble from the nearest branch of
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External Assistance—Authorizations and Utilisations
) ’ ’ o ’ (Rs. crores)
Loans and eredits Grants Total Assistance Grand
repayable in under US - Total
Foreign Rupees . o PL 480/
’! - Currency . . _. : . 665 ete.
A. Authorisations— B o
1. Upto the end of First Plan 212.26 14.63 © 7 187.96 " 364.85 16.92 381.77
2, During Second Plan 1064.73 230.15 125.47 1420.35 1130.73 2551.08
3. During Third Plan 2301.74 49.55 137.87 2484.16 450.63 2939.79
of which in '
1961-62 ... ... 343.85 48.52 23.44 415.81 .- 415.81
1962-63 602.14 . 14.74 616.88 43.33 - 660.21
1963-64 451.98 1.03 1472. . ... 48173 . . 491 472.64
1964-65 491,92 2566 ... . .51758 . 225.19 : 742.77
1965-€6 ... e 411.95 59.31 . 47 1.26 . 17720 _ 648.46
Total upto the end of Third Plan 3578.73 294.35 . 49130 427436 159828 5872.64
B. Utiiisations
1. Upto the end of First Plan 124.13 2.20 70.18 196.60 5.07 201.67
2. During Second Plan 610.85 115.92 160.64 .. 887141 544.81 1433.22
3. During Third Plan 1763.56+ 156.39 . 107.18 ' 2027.10 853.22 2880.321
of which in : . . .
1961-62 190.41 38.51 21.74 250.66 88.01 338.67
1962-83 e e 238.74¢ 58.83 1485 312.42 122.72 435.14
1963-64 .e- 357.02 ) 29.41 16.32 T 402.75 ~ 185.19 587.94
1964-65 e o 461.84 17.07 20.02 408.93 218.12 717.05
1965-66 e . 486.05 12.57 34.22 532.84 - 239.18 772.02
Total upto the end of Third Plan 2498.54 2715.50 337.9% 311201 - 1403.1¢ 4515.11
C. Balance available for use in Fonrth
Plan (A—~B) 1080.19 18.83 63.33 - 116288 - 195.18 1357.83
j D. Authorisation 1016.72 2478 3.92 1045.39 282.40 1327.79
1-4-66 to 31-12-66 (1295.72) (32.99) (5.23) {1333.94) (497.49) (1831.43)
E. Utilisation 42424 7.93 11.72 443.89 233.08 678.97
1-4-66 to 31-12-66 (617.32) (12.06) (17.97) (6417.35) (358.39) . (1005.74)
F. *Balance available_ e 2220.11 45,37 90.19 2355.67 411.7¢ 2767.41
on 1.1-1967 - (2848.36) (60.49) (120.25) (3129.50) (548.98) (3678.08)
* Rupee figures in this line are at post-devaluation rate.

t Includes Rs. 20.86 crores from France and Rs. 8.64 crores ad hoc credit from Japan for which year-wise break up of
utilization is not available. ,

Notes.—1. Figures in brackets are in million US dollars.
2: Unspent balance of foreign aid has been converted into rupees at the post devaluation rate of exchange.
3. For conversion intu rupees of aid au

thorised or utilised the prevalent rate of exchange have been used.

. DEDICATED to the service of the Nation in the destruction of inscct '

transmitting diseases and’ pests affecting agricultural crops.

HINDUSTAN INSECTICIDES LIMITERNS=

MANUFACTURES a wide range of products for health and agriculture progummé.
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Pledges and Agreements Signed Against $ 900-million Non-Project Aid for 1966-67

Country/Institution Pledge Date of Amount of Total »
Amount Agement  Agreement § millon Indian Products that compete
million : $ million R
R —— | : successfully in International markets
I. Commodity Assistance 1966 (AID Loan No. 388-H-155) 13-5-1966 100.0 " The choice of millions i . .
: : L onsin India,DCM textil
- II. Commodity Programme Assistance 1966 (AID Loan - have rapidly found a place for &em::"v::
No. 386-H-160) 8-7-1966 1500 in households all over the world. DCM o -
II. Commodity Programme Assistance 1967 (AID Loan : : tabrics now being exported to over 50 USTRALIA
No. 386-H-168) 10-5-1967 182.0 382.0 countries in five continents successfully
2. LDA. 215.0 :u:ld th:n olwn I'? the highly competitive
X ntern
I Industrial Imports Credit-IIT ... 19-8-1966 150.0 , afional markets round the globe.
II. Industrial Imports Credit-II 23-12-1866 65.0 215.0
3. UK. 89.6
I. Second U.K.-India Non-Project Credit 1966 5-12-1966 37.8 Bam
II. UK.-India Non-Project credit 19668 (Kipping IV) ... 10-5-1986 11.2
III. UK -India Bhopal Credit 1966 ... 10-5-1966 84 for the fines value in textiles
IV. UK.-India (General) Credit 1966 10-5-1966 28.0 Tr;e Delhi Cflioth i Ge ] n:'ux‘cl:ev.td
V. Out of Food Loan of £ 7.5 million 11-2-1966 4.2 neral Mils Co.
4. Germany 63.0 89.6
1. DM 180 Million Commodity Aid 28-2-1087 45.0
II. DM 40 Million Selected Programmes 28-2-1967 10.0
III. DM 20 Million. For loans to small undertakings
through IFC, ICICI & NSIC, 28-2-1967 5.0
IV. DM 12 million, Fertiliser Import Special Credit ... 28-2-1967 3.0 63.0
5. Japan 459
Sixth Yen Credit : 16-12-1966 45.0 45.0
8. Haly 34.0 )
1. Fertiliser Credit 4-8-1066 2.0 _
II. Suppliers Credit 1966-67 T 32.0 4.0
7. Austria 4.7
Fitth credit for Fourth Plan 1966-867 ... 5-12-1966 4.7 47 . -
8. Belgium U e 12 34-4-1967 1.2 12
9. France 17.9 ]
Letter of Exchange dated
Suppliers credit 5-7-1966 17.0 170 - - =
10. Netherlands e 11.0 ) E
L. General Purpose Credit 18-1-1967 7.2 @«
II. Financial Export Credit : 3.8 11.0 e
11. Canada 8.6 T

Industrial Raw Materials etc. (loan) ... 21-3-1967 10.9 / Remco for Reliability '

Grants 10.4 ; p '

Cancellation of wheat Loans 8.1 204 0y -
i - relfability with a capital R!

Remco's quality products well-known for precision and excellence, are made {rom

carcfully selected raw materials to ensure reliability for years to come. We manufacture
Watt-Hour MetersQ1 Aquametro-Remco Water MetersOP.V.C. Wi resand CablesOTransistor

- . Radios O Push But_ton Type Switches O Wave Band Switches O Remco-T.C.C. Condensers
A . O Valve Type Radios. RADIO & ELECTRICALS MFG. CO. LTD., Bangaiore,

5 A\ <

You don’t pay anything extra for our Travellers
Cheques. They are issued free of commission !
Yet you get the same safety and convenience. |
No worries. No problems ! k I

Don’t take risks, Take State Bank Travellers Cheques.

STATE BANK FOR SERVICE




1104

EASTERN ECONOMIST

June 2, 1967

DCM
RAYON TYRE CORD

IGH TENACITY
UPER STRONG

BACKBONE

of all
durable
tyres

| TYCORD

- ~
- L A

.
s
. »,
2 e
N \~ W\

AR
D s

o

PRATAP 37183

banking service.

ADDIS
Bankers Associsted

WM. BRANDT'S SONS.§
coaroumn‘uumo s EX|
DI§ ABASA. ETHIOPIA

Our cheque book 1s your
introduction to
world-unde banking!

Over 50 branches in Indla and branches, sssociated banks.
and companies sbrosd are there 10 give you efficient

Associated Banks and Companies

. LIMITED « NATIONAL AND GRINDLAYS FINANCE ANO OEVELOPMENT |
corc}n‘uugnzfmnce CORPORATION LIMITED * ADDIS ABABA SANK 8.C..

LLOYDS BANK LIMITED : NATIONAL PROVINCIAL BANK LIMITED
. Issued Capital and Ressrves exceed £12% millions

NATIONAL AUD GRINDLAYS BANK LINITED

Incorparated in the Unite¢ Kingdorn * The Liabifity of Members Is Limited.

cwm. wm in Pakistan,
Ugends and Zambis.

SENSONS2INCB-48?
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Agreement Signed with Consortium Couni;ries
for Project aid During 1966-67

Dateof Amount Total

Country/Institution Agreement of Loan ($ mil-
($ million). lion)
1.BR.D.
IISCO IV T-7-1966 30.0 30.0
LD.A.
Railways IX .. 29-6-1966 68.0 68.0
UK.

Bhopal Heavy Electricals 1966  20-4-1966 135
UX.-India (Sindri Fertiliser '
Plant-II  tranche) . 20-4-1966 0.5 14.0

US.A.
Exim Bank

-Diesel Loco Works Varanasi-ITI 12-12-1966 128
AID ) '

Operation Hardrock (AID NO.

386-H-141) .. 25-5-1966 35
Durgapur Project II (AID No.
386-H-144) Ve . 1-6-1966 16.5
Dhuvaran Thermal Power I ’
(AID No. 386-H. 143) ... 1-6-1966 323 65.1
Germany
DM 52.16 million (Hindustan
Steel Lid.) Ceee . 16-1-1967 13.0 13.0
Canada

Diesel Locos for Indian Railwavs 28-12-1966 6.5
Diesel Locos for Calcutta Port = 20-4-1966 20

Export Credit ...} 28-2-1967
Insurance Corporation’s Credit) 35.6
Rajasthan Atomic Power Pro-)
ject Stage II ) 441
Total ... e 234.2

Agreements Signed with East European
Countries During 1966-67

‘Dateof Amount Total
Agreement of Loan ($mil-
($ miilion), lion)

Name of the country

1. US.S.R.
C_redit for Fourth Plan

2. Yugoslavia
Yugoslavian credit

3. Hungary

1. Credit for Fourth Plan (Govt,
to Govt. credit) ... . 15- 6-1966 18.7

2. Suppliers’ credit ... " 16.7 33.4

D —

Total . 446.7

10-12-1966 333.3 333.3

18- 6-1966 800  30.0

_ foreign currencies both ‘Spot’ and

" mCredit Information on parties

SPECIAL BUDGET NUMBER ‘ 1105

Agreements Signed with Non-Consortium
Western Countries and for Outside
Consortium aid During 1966-67

Dateof Amount Total
Agreement of Loan ($mil-
($ million). lion)

Name of the country

Denmark
Danish Food Loan to India ... 12-51968 43 43
Sweden ' ‘
Swedish Development Credit... 29-6-1966 4.6 4.6
U.SA.

. Beas Dam Project ... ... 16-6-1966 33.0 33.0

IDA.
Beas Dam Project ... e 20-6-1966 23.0 23.0
Total 64.9

FOREIGN TRADE problems here...

VAN i

o

s Import Letters of Credit
w imports under Delerred Payment \IRY
Guarantees ® Exports m Remittances 4
® Travellers’ Cheques

@& Purchase and Sale of various

‘Forward’ at competitive rates

abroad ® Letters of Introduction

® Foreign trade is becoming increasingly
comnlex every day. Exchange contro}
regulations of the various countries
need caretul study. B Whaether it is
consultation upon any problem, or
efficient service, THE BANK OF INDIA,
with 15 overseas branches and’
over 1,000 correspondents in afl
the principal countcies of the
world, can help you expand your
overssas business.

THE
BANK OF INDIA
T. D. KANSARA, General Manager

YOU HAVE ,
A FUTURE IN TEIS 8TAR
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What Happens to PL 480 Rupees?

CHESTER BOWLES '

IN THE last 10 years the United States has shipped to India
50 million tons of foodgrains, plus large quantities of cotton,
milk powder, soyabean oil and other agricultural products.

Instead of asking the Indian Government to pay for these
commodities in dollars or in other hard currencies which are
in short supply, we have accepted payment in rupees which
cannot be spent outside of India,

Over the years an average of 79 per cent of these rupees
has been made available by the US Government fo the Indian
Government to help speed India's economic development. This
development assistance has been provided mostly as loans at an
interest rate of 2.5 per cent and partly as outright grants,

"Of the remaining 21 per cent, about seven per cent has
been set aside as loans to joint American and Indian firms in
the private sector which are seeking to expand their factories
and hire more workers, .

The remaining 14 per cent has been reserved to cover the
expenses of the US Mission in India, for educational exchanges,
and to support specific developmental projects which are ap-
proved by the Indian Government,

Projects Aided

In the first category, the US Government has made rupee
loans and grants totalling Rs. 1231 crores for a wide variety
of projects. These include irrigation, agricuitural programmes,
industrial development banks, the establishment of 14 regional
engineering colleges, malaria eradication and medical teacher
training programmes. Other projects are the construction of
hydro-electric and thermal power plants, improvement to road-
ways and the construction of fertilizer plants. _

In the second category of loans to private sector firms (the
so-called Cooley Fund loans) some of the recipients include:
Otis Elevator of India, Ltd.; Hindustan Alumipium, Ltd. (Renu-
‘koot); Synthetics and Chemicals, Ltd. (Bareilly); Coromandel
Fertilizers, Ltd. (Visakhapatnam), Goodyear Tyre and Rubber
of India, Lid.; Bharat Steel Tubes, Ltd. (Ganaur), and Union

Carbide (India), Ltd. These loans have helped to provide tens -

of thousands of jobs for Indiin workers.

In the third category is the 14 per cent of our rupee income
which goes directly to the US Government and which is used to
finance special development projects and to cover some of the
American Mission’s operating costs in India. Over a pericd of
ten years these expenditures have totalled 122 crores of rupees,
or an average of about 12.2 crores of rupees annually. .

Roughly five per cent .of the rupees in this third category
‘has been used to finance US assisted agricultura] development
programmes and research in India. (In addition, the construc-
tion and operating costs of seven agricultural universities have
been covered by rupee grants to the Government of India.
“These universities are now making a major contribution to
Indian agriculture.) :

About 25 per cent of the total in this category has been
1oaned and granted with the consent of the Indian Government
to the Nepalese Government for development programmes in
that country. : .

Approximately 60 per cent of the rupees in this same .cate-
gory helps cover the cost of maintaining American property,
of paying the salaries of our Indian employees, and other ex-
penses connected with the running of the American Mission
in India,

‘The remaining 10 per cent is utilized to finance educational
exchange programmes between India and the United States,
and to provide scientific textbooks for Indian students.

The US Government, as a matter of policy, obtains India’s
agreement for the disbursement of any American-owned rupees.

Also as a matter of policy, the US Gavernment seeks to

% Comprehensive Banking services through collection

%
% upon the period.
2

av_void using rupees in a manner that would divert Indian re-
sources from the task of national development.

For instance, because hard currency foreign exchange is the
scarcest resource required for national development, we have
been careful to keep to a minimum any requests vo convert our
rupees into dollars, Over the last ten years, only seven-fenths
of one per cent of our total rupee earnings, about Rs. 11.5
crores, have been so converted—all with the consent of the
Indian Government. :

The bulk of reserves of US-owned rupees are invested in
Indian Government securities which means that they are avail-
able to the Indian Government.

Nevertheless, because of the massive emergency shipments
of American wheat in the last iwo years, US-owned rupees have
been accumulating much faster than they have been spent.

To help reduce the size of our rupee holdings and to put
them to constructive use, I suggested a year ago the establish-
ment of the Indo-American Foundation, to which the US Gov-
ernment would assign some Rs. 225 crores as a capital fund.
Thus, rupees now owned by the United States would no longer
be ours but would belong to the Foundation. The interest from
this fund would be used each year to further scientific educa-
tion, economic research and development for the benefit of the
Indian people.

Another possible use of our rupee reserves would be to
expand the availability of rural credit, enabling Indian farmers
to buy more fertilizer, more fcodgrains and more improved
seeds to help speed India towards self-sufficiency.

These and other possibilities are still being explored.

AL IS I LTSI LI LIS EI LI YL

%  STATE BANK OF BIKANER AND JAIPUR

(Subsidiary of the State Bank of India)
Head Office - JAIPUR
HAVING 137 BRANCHES WITHIN RAJASTHAN AND 27

OFFICES AT COMMERCIALLY IMPORTANT CENTRES
IN THE REST OF THE COUNTRY

OFFERS:

of bills and issue of demand drafts, telegraphic
transfers efc., at all places in Indla where there
is either a branch of the State Bank of India or
any of its subsidiaries (there are over 2100 such
centres)..

THE BANK IS FULLY EQUIPPED TO TRANSACT
FOREIGN EXCHANGE BUSINESS THROUGH A
NET WORK OF FOREIGN CORRESPONDENTS
IN ALL IMPORTANT COUNTRIES OF THE

WORLD.
Financial assistance is given to Small Seale Indus-
tries under the Bank’s Liberalised Scheme.
Attractive rates of Interest are offered on Deposits :
On Savings Bank Account ... 4% D.a.
Fixed Deposits ... Rates of
: Interest depend

Safe Deposit Lockers are available at moderate rates
at several branches. :

GENERAL BANKING BUSINESS OF ALL TYPES
1S TRANSACTED. : :

For further details please contact our nearest &%
branch Agent.
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Growth With Stability

PRESENTING THE budget of the Government of India for
1967-68 in Parliament on May 25, the Deputy Prime Minis-
ter and Minister for Finance, Mr Morarji Desai, indicated
four areas of major concern in the economic field, namely,
the serious food situation, the steady rise in prices, the re-
cession in industrial activity and the fall in exports. These
problems, he said, would need to be tackled in such a way
as to ensure satisfactory growth with reasonable price sta-
bility and increased self-reliance.

The text of Part A of Mr Desai’s budget speech
follows :

On the 20th of March this year, I presented to this honour-
able House an interim budget for the year 1967-68. Im
presenting that budget, I had occasion to remark that a number
of difficult and even conflicting considerations had to be taken
into account in framing the budget for the current year. There
was not enough time in the last session of Parliament either
for honeurable Members or for the Government to review the
situation fully, It was against this general background ihat it
was proposed to present a fuller picture of Government's bud-
getary as well as general economjc policies in the current
session of Parliament; ard it is for this purpose that I stand be-
fore the honourable House today.

The areas of immediate concern in the economic field sre
easy to define:

First. there is the serious situation created by the drought
concerning food supplies in general and the well-being of the
people in the scarcity affected areas in particular.

Second, the steady rise in prices which has been with us

now for more than three years has to be arrested in the shortest
possible. time.

Third, there is need to revive industrial activity, parti-
cularly in a number of capital goods industries which are suffer-
ing from lack of demand.

Fourth, recent adverse trends in exports have to be reversed
as soon as possible,

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

Food for Famine Areas

The average production of foodgrains during the last two
seasons has been 17 per cent below the level reached in 1964-65.
This sharp decline in output has meant loss of income for far-
mers in many parts of the country. OQOur first concern in this
situation has naturally been to prevent undue hardship to the
vulnerable sections of the community by provision of work and
incomes and by substantial distribution of foodgrains through
public channels, It is, I think, a matter of gratification for the
country and for our friends abroad who have rendered us valu-
able help at this difficult juncture that despite the sharp reduc-
tion in output, a major calamity has been averted. I can assure
the honourable House and the people affected in all scarcity
areas, and particularly in large parts of Bihar and eastern
Uttar Pradesh, that we shall spare no effort or money to ensure
that relief measures and public distribution of foodgralns will
be continued and extended to the extent necessary during the
lean months still ahead of us. I propose to make a substantial
additional provision of Rs, 38 crores in the Centre’s hudget for
the current year for supporting relief measures and assisting

the scareity affected states. This is jn addition to the provision
of Rs. 37 crores already made in the interim budget. Honour-
able Members would agree that relief to the people in the scar-
city areas should be the first charge on any resources that we,
at the Centre, can spare even in our present difficult condi~
tions.

We have already imported 3.5 million tonnes of foodgrains
during the first ive months of 1967. Another 2.6 million tonnes
are expected to arrive after the end of May. Of this total of
some six million tonnes, a litfle over one million tornes repre-
sent purchases, of roughly equal quantities of rice and wheat,
irom our own resources; the balance consists of PL 480 supplies
from the United States and assistance from a number of olher
countries notably Canada, the Soviet Union and Australia.
Subject to appropriate matching, the United States has indi-
cated its willingness to provide arother three million tonnes
of foodgrains, and of this 1.5 million tonnes are expected to be
authorised shortly. A considerable part of the purchases we
have authorised from our own resources is in the expectation
that appropriate assistance will be available from other coun.
tries in a form which will relieve our general balance of pay-
ments position. Apart from these purchases, we also have to
spend large amounts of our own foreign exchange earnings for
meeting freight payments on foodgrains supplied on concessions!
terms. Nevertheless, to the extent necessary, arrangemonts for
further imports from our own resources will be made to prevent
a breakdown of the public distribution system.

Limited Availability

The availability of rice around the world is extremely
limited; and even such quantities as are available can be had at
prices much higher than those for other cereals, Our publie_
distribution system will, therefore, have to rely primarily on
wheat and milo. While supplies of wheat can be supplemented
appreciably by imports, the supply of rice has to depend essen-
tially on internal procurement. I am happy to say that all state
governments, whether surplus or deflcit, are co-operating in the
task of procuring internal supplies of rice, wheat and other

" foodgrains. To facilitate this effort, we have increased pro«

curement prices and have maintained and indeed strengthened
zonal restrictions between states. Whatever may be the merits
of the system of free distribution and free movement of grains
in pormal times, it is obvious that in the present circumstances,
the public distribution system and the zonal restrictions will
have to continue.

Honourable Members are aware that the present system of
distribution of foodgrains imposes a heavy burden on the financial
position of the Centre on account of the subsidised rates af
which we supply imported foodgrains t{o state governments and
others. This subsidy is expected to cost as much as Rs. 118
crores to the Central Government in the current year. Despite
the difficult budgetary situation, we have for the present thought
it prudent to continue the Centra! subsidles on foodgrains. It
is our policy, however, to reduce and eliminate this subsidy as
soon as circumstances permit. The large expenditure on food
subsidies Is one of the main reasons why it has been difficult
for us this year to provide for important developmental needs.
Any sustained erosion of developmental outlays through a policy
of subsidising consumption, however essential, cannot but have
serious repercussions on our ability to provide the same essen-
tial consumer goods in the years to come.

In addition to the subsidy given by the Centre, some state
governments also are subsidising foodgrains. In our Federal
Constitution, it is not for the Centre to decide what the states
should do in matters like this. ‘But it is my duty to make it
clear that it any state government wishes to subsidise food-
grains, over and above the substantial subsidy given by the
Central Government, it will have to do so on the basis of its own
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resources and without counting on any additional Central assis-
tance for the purpose.

Honourable Members are aware of the steps we are taking
to increase agricultura]l productivity on a sustained basis in
conrection with what has come to be known as the new agri-
cultural strategy. But there is urgent need also to take imme-
diate steps to ensure that the next kharif crop turns out o be
as good as possible. 1t simply will not do to rest content with
the hope that, after two severe droughts, weather conditions
are bound to take a turn for the better in the coming season.
Whatever the weather conditions, immediate steps have to be
taken to make sure that programmes like minor irrigation and
provision of better seeds and more fertilizers, which can make
the maximum impact on the crop prospects for the coming year,
are proceeded with on an emergency basis. That is why, even
in the interim budget, we had sought to provide the full needs
of agriculture for the current year. On a review of these needs,
some additional provision for Land Mortgage Banks has bLeen
found necessary; and I propose to provide Rs. 5 crores more
for this purpose. I propose also to increase plan assistance to
the state governments from Rs. §35 crores provided in the in-
terim budget to Rs. 590 crores. It is essentially for the state
governments to decide how best to deploy their resources. But
I hope that they will earmark a large part of the total resour-
ces available to them for securing an immediate increase in
agricultural production. We are currently providing nearly 300
million dollars for import of fertilizers as against less than 100
million dollars only three years ago. Correspondingly, ferti-
lizer credits are also being substantially enlarged.

The drought has affected severely not only the food situa-
tion but also the supply position in regard to a number of other
essential products such as raw jute, cotton, oilseeds and suszar.
Arrangements have had to be made for substantial imports of
both raw jute and raw coiton and we shall make provision for
additional imports in order to sustain both exports and inter-
nal consumption. In the case of raw jute imports, the subsidy
to maintain the competitive position of the Indian jute industry
has been continued in the current year. We shall review the
position regarding both imports and subsidy in the light of the
prospects for the coming crop. In the meanwhile, in order to
encourage domestic production, the minimum support price for
raw jute has been raised from Rs, 35 per maund to Rs. 40 per
maund.

Role of Raw Materials

In respect of raw jute and cotton as well as oilseeds, it is
of the utmost importance to step up research and other activity
for increasing per acre yields. The future of many of our im-
portant export industries will turn beavily on the efficiency
with which we produce the raw materials for them. It is grati-
fying that industry is becoming increasingly conscious of this
need; and at a later stage, I will have occasion to refer to a
change in our tax laws that I propose to introduce for en«
couraging research activity in general by our industry.

The decline in sugar production this year has been parti-
cularly sharp. There is no escape from a reduction in the inter-
nal consumption of sugar; and the present controls on price
and distribution will have to be maintained in order to distri-
bute the shortage equitably. We shall keep the situation under
review and take whatever steps are necessary to increase the
output of sugarcace in the next season and to keep its diver-
sion to other uses within regsonable limits.

In the wake of the recent drought, there has been a sharp
increase in prices. To some extent, upward pressure on prices
was exerted also by devalyation. A situation in which prices
have risen by as much as 46 per cent over a period of three
years naturally creates apprehensions about further inflation;
and this, in turn, depresses savings and encourages unprodue-

tive investments in land, urban properily, gold and commodi-~

ties. Curbs on such investment become, therefore, more impor«
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tant than ever. Again, in a period of inflation prices increase
at_an uneven pace for different products and services; and this
raises many difficult problems of adjustment of relative prices.

In addition to these standard concomitants of inflation, we
have to reckon with special complicaiions when the primary
impetus for the rise in prices comes from a sudden and sharp
decline in output rather than from an excessive inciease in
demand, It is not always possible to reduce demand swiftly in
the face of a sudden declire in output; and it becomes neces-
sary to spread the process of adjusting supply and demand
over a period of time and with the help of larger imports. But
foreign exchange earnings from exports also get adversely
affected as a result both of the fall in production and the rise
in prices; and this makes it difficylt to augment domestic
availability by larger imports. Again, the necessiwy to put an
end to the inflationary psychology and the adverse efiect of the
decline in production on governmental revenues requi.es a
-restraint on public and private expenditure; and this in turn
tends to depress demand conditfons for specific industries.
Similarly, when crops fail and there is extensive loss of real
incomes, there is a tendency for consumer demand io be de-
pressed and for raw material costs to increase so that some
industries get caught in a real squeeze. What I have just said
describes in essence the kind of difficult and complex situation
which we are facing today. There are no perfect answers to
deal with a situation of this character; and I can only indicate
to honourable Members the lines along which we propose to
move in the coming months to reconcile, as best as possible, the
different elements in the present situation in the light of our
general policy objectives. : :

Psychology of Inflation

We consider it of the uimost importance that our primary
concern at the present moment should be to put an end to the
psychology of inflation. Continued and large budgetary defieits
over the past few years have contributed to this psychology. I

. propose, therefore, in the present budget also to limit the out-

lays of the Central Government strictly within the resources
which can be mobilised in a non-inflationary manner.

Equally, we must avoid a repetition of the situation in
which the state governments can shift their budgetary burdens
to the Centre by resorting to unauthorised overdrafis from the
Reserve Bank. In order that the task of avoiding overdrafts
may not prove impossibly difficult for the state governments,
I propose to help them in advance to a greater extent than was
possible in the interim budget. Taking account of both plan and
non-plan requirements, the assistance now keing proposed for
the states is Rs. 98 crores more than in the interim budget. I
am well aware that this does not meet all the needs of the
state governments; but I hope that they also will do their part
for meeting their needs. This is not the time when either the
Centre or the states can afford to give up or erode important
sources of revenue. If some concessions are to be given, say to
very small farmers, they will have to be made up——and indesd,
more than made up—by higher levies on belter-off farmers. It
is sometimes suggested that if the Centre cannot help in any
other way, it should help by postponing recovery of interesé
and amortisation charges from state governments. While we

are prepared to discuss all problems with Chief Miristers and -

athers, I hope it is clear if we are to help the states more in one
way, we will be able to help them legs in other ways.

I am well aware that avoidance of defleit financing is
neither a necessary nor a sufficient condition for price stability
in all circumstarces. Over a period, some expansion in money
supply is necessary to accommodate the needs of growing pro-
duction. Nevertheless, in the present circumstances, it is desir-
able that Government should not appropriate any part of the
permissible limit of monetary expansion. This will allow a larg-
er expansion of bank credit to agriculture and industry to faci-

_litate higher production. The new agricultural strategy and the

immediate programmes for increasing agricuitural production

e
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that are so vitally important require a substantial increase in
credit. It is equally important to ensure that private industry
is not inhibited from increasing production by undue limita-
tions on the availability of credit. Some restraint on private
eredit, particularly for speculative and unproductive purposes,
will, of course, be necessary, But apart from its psychological
importance, the avoidance of deticit financing by the
Government would place the Reserve Bank and the banking
system in general in a better position to meet the genuine
credit requirements of agriculture and industry, whether public
or private.

The question of adjustment in relative prices raises diffi-
cult social and economic questions. When costs have risen,
some adjustment of prices becomes unavoidable if production
is not to be affected. Similarly, when real incomes are eroded
by increases in the cost of living, some compensation to the
lower income groups becomes not only unavoidable but also
necessary in the interest of maintaining social harmony and
good industrial and service relations. At the same time, the
process of prices chasing costs and costs chasing prices cannot
Le allowed to. go unchecked. For this reason, Government has
endeavoured to stagger adjustments in relative prices without
ruling out such adjustments altogether; and the same discrimi-
nating policy will have to be adopted for some time to -c?me
-ith a somewhat greater accent against upward revisions
either in wages or in prices. .

Considerable concern has been caused rightly in the
country by the recent deterioration ir industrial relations. At a
time when some hardship is unavoidable and when it is of th=
utmost importance to increase efficiency and production, such
deterioration is particularly regreitable. I would, therefore,
appeal most earnestly . to employees and employers to solve
their mutual problems in a spirit of give and take. Any further
deterioration in industrial relations can only spell greater hard-
ship for the vulnerable sections of the community.

Sluggish Activity

. The growth of industrial ouiput has slowed down consi-
derably over the past two years. There has been a modest re-
vival since October last. Nevertheless, industrial production in
general has by no means been buoyant and several industt?es
are actually experiencing a deciine in production and an in-
crease in excess capacity. -

The situation that prevails at present canrot be described
as one of general recession. In such a situation, one would ex-
pect to find excess capacity all round and, therefore, the possi-
bility of ircreasing output by general stimulation of demand.
There is obviously no immediate possibility of increasing agri-
cultural output merely by stimulating demand. Even in regard
to industry, the emergence of sizeable excess capacity .is con-
centrated in capital goods industries, notably, railway wagons.
machine tools, textile machinery, castings and structurais.
Among consumer goods industries, difficulties are felt particu-
larly by the weaker cotton textile mills which have been in
need of rationalisation and more efficient management for
quite some time. Policies which are designed to stimulate de-
mand in general are clearly out of place in the present situa-
tion when availabilities of basic consumer goods and agricul»
tural raw materials cannot be increased significantly in the
shart-run. At the same time, there cannot be any question that
whatevef can be done has to be done to revive industrial pro-
duction.

Basically, Government’s approach to the revival of indus-

trial production consists of a number of ingredients.

For the priority industries, we are continuing the liberal
fmport policy; for other industries producing essential eonsum-
er goods alsa, the import requirements of raw materials and
components will be met on a more liberal basis.

Despite the difficult budgetary position, it is proposed to
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provide additional sums beyond what was already provided
in the irterim budget for the developmental and other needs of
both the Centre and the states.

To the extent possible, additional outlays are being direct-
ed to the capital goods industries which are in need of some
impetus to demand.

It is my intention also to explore all avenues of stimulat-
ing investment and developmental outlays as soon as the basic
supply conditions in regard to essential comsumer goods show
some improvement. Planning for a revival of investment acti-
vity whether in the public or the private sector should, there-
fore, receive nn set-back. -

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

" Need for Diversificéfion

To some extent, the present difficulties of the capital goods
industries spring from the fact that the expectations on which
the earlier investments were made have not materialised. In
such a situation, industry will have to show considerable ini-
tiative in diversifyicg production in the light of changing cir-
cumstances. Government also has a responsibility to facilitate
this; and to this end, selective relaxations have already been
made in respect of industrial licensing. The decontrol over the
pricing and distribution of steel should also go some way in
facilitating this process of adjusting the pattern of production
to the charging pattern of demand both in respect of steel pro-
duction as such and in the large number of industries using
steel, '

Again, larger exports offer a way out of the present diffi-
culties of many of our engineerirg and other industries, An in-
crease in exports of our newer products is vitally important
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from the point of view of achieving a sustained increase in our
total export earnings; and the present sityation offers a wel-
come opportunity of redoubling our efforts in this direction.
The subsidies that we provide on the export of engineering and
other products should help in this direction. Wherever neces-
sary, we will support the effort of industry to increase exports
of capital goods by suitable credit arrangements also. But in-
dustry also will have to adjust its pricing and other policies in
relation to export orders if they are to do their part in coun-
teracting current recessionary trends in a constructive manner.
At a time when excess capacity exists, it should be in the in-
terest of the industry concerned to seek actively new outlets
for its products even if this has to be done without covering in
full the normal share of fixed costs.

In short, the present industrial scene is compounded of a
number of complex elements and no single or simple answer
will suffice to transform it. The approach I have described is
calculated to make the maximum impact on industrial re.

ggl\lv:ry without jeopardising the chances of restoring price sta-
1ty

Export Promotion

The question of export promotion is, of course, relevant
not only to industries suffering from lack of demand at present
but also to the general run of our economic activities and poli-
cies. It cannot but be a matter of great concern that the mo-
mentum in our export earnings, which was witnessed during
the early years of the third Plan, has not been sustained. The
performance of exports during 1966-67 has been particularly dis-
appointing. Of late, there have been signs of a modest recovery
in export earnings. With the revival of agriculture and indus-
try, and continuea efforts to explore markets for them
abroad, some further improvement in export earnings can be
expected,

Nevertheless, it would be necessary to exercise a restraint
on domestic demand for products which can be exported in
larger quantities. Equally, export duties have to be revised if
such a revision becomes necessary in order to maintain the com-
vetitiveness of our major export indusiries. Quite apart from
this. a msjor hreak-through in export earnings can be expected
only on the basis of modernisation and rationalisation of our
established industries, and a judicious expansion of cepacity
both in agriculture and industry in directions where we have
a long-term competitive advantage. From time to time, special
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arrangements will have to be made to make sure that indus-
tries and activities with an export potential are given the high-
est priority in the allocation of scarce resources. Export indus-
tries are now able to import thelr raw materials and compon-
ent requirements for export production from the cheapest
source and with the least administrative intervention. In re-
gard to capital goods hmports, foreign exchange releases for
other purposes and rupee finance as well, export industries will
have fo-be given a preferential treatment.

Promotion of tourism has a great potential for adding to
our foreign exchange earnings. I propose, therefore, to an-
nounce some measures later to help the tourist industry. We
also propose to take steps to prevent the leakage of tourist
earnings to unauthorised channels which still takes place.

Private Foreign Investment

A hospitable environment for private foreign investment
in priority areas has also a considerable bearing on promotion
of exports. It is generally recognised that private foreign in-
vestment can make a valuable contribution to reducing our reli-
ance on i}’nports, particularly when it brings with it know-how
and.sopmsticated techniques as well as capital resources. But
foreign investors can also bring with them knowledge of foreign
markets and the organisation and other resources to exploit them.
As they get to know our own country and potential better, they
help promote our exports. We should, therefore, welcome

private foreign investment particularly when it can assist our
export effort.

I cannot help emphasising that the restoration of general
pricg stability is an imperative necessity not only for main-
taining social harmony but also for under-pinning and
strengthening our export promotion efforts and, indeed, our
efforts to reduce the reliance on imports. Honourable Members
may rest assured that we are determined to do all that we can
to maintain the external value of Indian rupee so that distor-
tions of the kind that led to the devaluation last June, and the

necessity for sharp adjustments in the inte
followed from it, are avoided. e internal economy that

While everything possible bas to be done t -
ports, it has also got to be recognised that onlyothl;:zm;t:o::.
which can hold their own in the long run, should receive the
maximum encouragement so that we do not waste our scarce
resources for propping up export earnings which are bound to
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prove short-lived. An environment of stability, whether in res-

‘pect of the general price level or the frame-work of promotion

measures, is absolutely vital for a steady increase in export
earnirgs, A climate of expeetations in which export industries
seek to neutralise all their inefficiency and disadvantages by
budgetary support cannot be conducive to enduring and sound
export promotion. It should, therefore, be perfectly clear that

" while the Government would be prepared to allocate scarce re-

sources on a priority basis for the export industries, this pre-
ference will have to be justified increasingly in terms of the
efforts of the industries themselves to increase their efficiency
and profitability.

What I have just said applies equally to industries which
compete with imports. We have built up considerable capacity
tor producing a large variety of goods in the country over the
last 10 to 15 years. Through import restrictions as well as
high tariff duties, we have sought to protect domestic industry
from competition from producers abroad who have the advan-
tage of long experience and frained labour force, not to mention
the advantage of easier access to capital and even raw materi-
als. It is now generally recognised that domestic industries in
developing countries require some protection against foreign
competition. However, the development of industries behind
protective walls can lead to distortions and waste of scarce re-
sources unless industries, which have already been established
for some time, became progressively more efficient. In short, a
competitive environment is as vital for the healthy promotion
of import substitution as it is for the sound promotion of ex-
ports. That is why we have relaxed quantitative import restric-
tions in a selective manner. This policy will be continued and
strengthened as circumstances permit, particularly when it is
important to provide a spur for domestic industry to increase

its eMclency. v .

Discriminating Protection

We recognise that Indian industry has still a long way to
go in the direction of diversification and efficient. production.
Not all the disadvantages from which our industry suffers can
be removed over a short perlod. Again, as some industries have
to be exposed more and more to internatioral competition,
others will emerge and get established and would require pro-
tection in the initial stages not only by way of tariffs but also
by way of quantitative restrictions, What we need, therefore,
in regard to import policy is not some rigid approach, which
tends to justify all restrictions for all time, or its antithesis in
which all restrictions are sought to be abolished on a particular
day. What is required is a deliberate and discriminating policy
in which the frontiers of protection keep on moving from time
to time and from commodity to commodity; so that, by progres-
sive stages, protection is removed from some commodities while
it is introduced in the case of other commodities which begin
to be produced in the country.

If Indian industry needs to be exposed to a competitive en-
vironment in relation to exports and imports, such an environ-
mert is all the more necessary as between different industries
and between different units in the same industry. This is not
the occasion for me to review the machinery of controls over
investment, distribution and prices that we have been operat-
ing in India for several years now. Our approach to these con-
trols has been pragmatic; and we have not hesitated to relax
them or to intensity them from time to time in the light of
changing circumstances. Basically, our approach to controls has
alsp been positive; we have sought thereby to promote develop-
ment by conserving scarce resources. A similar pragmatic and
positive approach would be necessary ever for the future.
Where it is necessary to retain controls, it shall be our endea-
vour to administer them in a manner which minimises delays
and inconvenience and ensures equal treatment to all concern-
ed. It has to be recognised, however, that controls are only a
means to an end and that, by their very nature, they tend to
introduce rigidities which often impair efficlency and initiative
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on the part of all concerned. Very often, the social objectives of
controls such as maintaining a measure of equality between
people with different initial advantages and prevention of an
undue concentration of wealth and economic power can be
achieved by other means which may have less inhibiting eflect
on productive eficiency. That is why, for some time, we have
been following a selective policy of relaxing controls.

This question has also been examined by the Administra-
tive Reforms Commission and by a number of independent
experts. We propose to consider their recommendations care<
fully. I would only point out at this stage that there cannot be
any question of our giving up the basic objectives behird the
controls that we maintain. The question only is whether these
objectives could not be better served by a different combination
of policies in which cortrols play a less important part than to-
day and other instruments, particularly fiscal and monetary
instruments, play a more active part.

Long-term Considerations

This brings me to some of the longer term considerations
which have to be kept in mind even as we deal with our diffi-
cult short-term situation. Our immediate difficulties are essen
tially the result of two aggressions on our territory and two
droughts. It is, however, important for us to enquire whether
they do not signify something more basic in our plans ard poli-
cies which also calls for a correction in emphasis if not
direction,

There is general agreement in the country that the highesy
priority should be given to agriculture and to family planning
in our plans for the next few years. No one seriously questions
also that as soon as possible, and consistent with the avoidance
of inflation, programmes of social betterment should be pursued
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more vigorously. In this connection, next only perhaps to the
importance of providing an adequate supply of fcodgrains comes
the necessity of enlarging greatly the facilities for drinking
water 31l over the country. Improvement in the quality of edu-
cation and the welfare of backward classes, particularly of
scheduled castes and {ribes, will also require more urgent at-
tention than hitherto,

If I am not mistaken, the differences and the doubts that
are often expressed about our plans relate mainly to two or’

three basic areas. There is, first of ali, the question of the
speed with which we can increase the rates of saving and capi-
tal formation in the country. Related to this is the problem
of our ability to increase the productivity of such capital as we
already have. Differences are also expressed about the pro-

" portion of available savings which should be invested by the

private sector and the public sector in the light of their res-
pective responsibilities and ability to invest the savings profit-
ably. There is also some guestion whether consumer goods in-
dustry or capital goods industry should receive somewhat higher
priority than in the recent past.

Realistic Assessment

It is not my intention here to enter into a debate about the
pros and cons of the issues around which ‘differences and doubts
of the kind that I have just outlined revolve. But let me say
that if we have over-estimated in the past our capacity to save

as a nation or our capacity to secure a certain return from the -

capital already invested, such an over-estimation was, in part,
at any rate, intended as a spur to better effort on the part of
all of us. Certainly, in future, we shall have to be more rea-
listic about what we can do in regard to savings or the improve-
ment in the efficiency of capital over any given period. But
when all the care and caution have been exercised, we shall
still have to make an effort to do a little more than what the
prudent among us might regard as the maximum feasible. What
is involved here are ihe hopes and aspirations of millions of
our people; and it simply will not do to assume that what might
be good and prudent for some of us for some time will also be
good and prudent for the country as a whole for all time.

I do not think that there is also any scope for doubt about
the importance of industries in Indian economic development.
Under modern conditions, even agriculiure cannot be trans-
formed without a corresponding growth in industries which
either supply the requirements of agriculture or absorb its pro-
ducts. If we attach the highest priority to agriculture in the
present circumstances, it is essentially because of our desire
to be self-sufficient in regard to our food requirements, More
generally, investments in agriculture at the present juncture
are capable of making a striking contribution to both consump-
tion and investment and to an improvement in the balance of
payments. This does not mean, however, that industrial invest-
ment can be held in abeyance.

Whether we should make such investment as we make in
industry primarily in consumer goods industries or in ecapital
goods industries is also a question which cannot be decided on
any a priori grounds. Obviously, increases in consumption pro-
vide the ultimate justification for all developmental activity;
and the total volume of consumer goods we need will always be
substantially larger than the volume of capital goods we re-
quire, At the same time, increase in consumption cannot be
sustained without increasing the level of capital formation,

Perhaps in the past, our investment decisions have been
guided more by a generai consideration of our long-term needs
rather than by & precise assessment of the relative rate of re-
turn in different activities, We will need to rely more, over
the years to come, on an analysis of costs and benefits in diffe-
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rent secfors and to guide our long-term strategy in the ligh
of alternative courses of action. But I have no doubt that, bar-
ring marginal variations from time to time, the general thrust
of our developmental strategy will have to be on a broad front,
comprising a wide range of agricultural and industrial activity.
Mistakes certainly have been made and will perhaps also be
made in future in regard to Investment decisions by both the
p\gblic and the private sectors. But behind the mistakes and
miscalculations that we might have made, there lay, I am
sure, a genuine desire to speed up progress, to short-circuit the
process of growth so that the trials and tribulations of our
people would be short-ived. While we should certainly profi§
from our mistakes and be prepared to rearrange priorities at
any given time in order to meet the exigencies of the situation
in the short-run, it would not be prudent to dismiss the long-
term requirements of the economy as altogether irrelevant.

I do not suppose that in any active democracy like ours,
there would ever be complete agreement about the respective
roles and' abilities of the public and the private sectors. Both
have an important role to play; and I can only say that, over
timg, their relative roles will necessarily be determined by
thc-exr relative abilities. Without seeking to supplant the
pnve.xte sector, Government is committed to an expansion of the
public s_ector; and, to this end, we shall give the highest priority
to tl.xe Improvement of the management and efficiency of the
public sector enterprises already created.

) In keeping with the Directive Principles of our Constitu-
tm{x. Government is fully committed to the achievement of a
§oclalist society within the framework of an actively function-
ing .democracy. Much has already been achieved in this con-
nection; and in the coming months, we propose to explore all
possible avenues to make sure that whatever initiatives we
h.aVe taken in this regard are pursued and implemented with
vigour and that further progress is made without impairing
the productive efficiency of the economy in general. '

Budget Estimates for 1967-68

So much for economic policies both in the short and the
long run. I shall now summarise briefly the budget estimates
for 1687-68 as I now wish to present them and compare them
With those given in the interim budget. But before I do so, I
would like to refer briefly to the revised estimates for the year
1966-67 about which some more information is now avatlable.

Hox-xourable Members will recall that I had stated, when
prqsentmg the interim budget, that the Centre’s budgetary ope-
rations for 1966-67 were expected to show a deficit of as much
as Rs. 360 crores. Though full details are not yet available, I
am glad to say that the deficit has turned out to be somewhat
small'er than anticipated, namely, of the order of Rs, 313 crores.
The improvement of Rs. 37 crores is the result of a number of
factors of which I shall make only a general mention. The re-
ceipts from tax revenues have been of about the same order as
estimated in the revised estimates; in fact, a shade better, Ex-
ternal assistance -bas, however, shown a significant shortfall.
But this has been made up by savings under various items of
expenditure. The foodgrains transactions have turned out to
be better than estimated and this accounts to a large extent for
the. reduction in the anticipated deflcit. The budget documents
repeat the revised estimates as presented earlier as the actual
figures in most cases are not yet available.

Turning now to the budget estimates for the current year,
1 shail indicate the main changes in the interim budget which
I presented in March last. I anticipate some shortfall in the
revenue from excise dutles on sugar on account of lower pro-
duction. But I expect that this would be made up under other
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receipts and have, therefore, not made any change in the esti-
mate of revenue receipts.

As regards foreign aid, honourable Members will recall
that I had provided for the utilisation of Rs. 835 crores or
$ 1115 million this year. Since then, the Aid-India Consortium
met in Paris and we have had further discussions, including
those with the President of the World Bank. In the interim
budget I had already taken credit for some disbursement from
the $ 900-million of non-project assistance that we expect to be
committied this year. It would appear from recent discussions
that the pace of disbursements from the new non-project assis-
tance may be somewhat quicker. On the other hand, our experi-
ence during 1966-67 should warn us against too optimistic a
view of aid disbursements, Taking everything into account, I
have increased the earlier estimate of foreign aid utilisation
by Rs. 30 crores.

The changes made by the railways in fares and freights
will improve the position of their Funds which are deposited
with the general revenues by Rs. 7 crores,

Defence expenditure is also proposed to be reduced by
Rs. 6 crores. In the interim budget, this expenditure was only
three per cent higher than in 1966-67 in money terms. The cost
of maintaining defence services and defence supplies has gone
up over the past 12 months as a result both of internal price
rise and the change in the exchange rate. A substantial reduc-
tion in the interim provision for defence, therefore, is not pos-
sible. Honourable Members are aware that we are prepared to
explore all possible avenues of reducing the tension on our
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borders and of improving our relations with our two neigh-
bours, China and Pakistan. But as long as these efforts do not
meet with a genuine response, we cannof allow our search for
economies to come in the way of the needs of national security.
But consistent with this, it shall be our endeavour to seck eco-
nomies in this as in other flelds.

Since the presentation of the interim budget, Government
has reduced significantly the fertilizer subsidies, particularly in
the context of the higher procurement prices which are being
offered for foodgrains. This, together with reduction in the pur-
chase price of fertilizers, is expected to benefit the current
budget to the extent of Rs. 51 crores in comparison with the in-
terim budget. Further, a saving, of Rs. 7 crores will also be

_available in respect of the subsidy on sugar exports which are

likely to go down in view of the reduction in sugar output.

I have already referred earlier to the additional provision
that I propose to make in respect of some of the items included
in the interim budget. Assistance to the states is proposed to
be increased by Rs. 98 crores including Rs.38 crores for the
scarcity affected areas. I have also allocated an additional
Rs.45 crores for the Ceniral plan, over and above the provision
of Rs. 1176 crores made in the interim budget. Of this, Rs. 14
crores are for transport, mainly roads, ports and shipping,
Rs. 6 crores for oil exploration and refining, Rs. 5 crores for
Bokaro steel plant, Rs 4 crores for the Union territories and
Rs. 3 crores each for atomic energy, posts and telegraphs and
family planning. The rest of the provision relates to education,
heavy industries, khadi and village industries, chemicals and
tourism.

-~ [T N L Tt L L BN

EANZNA

A CITY OF TEMPLES

India is a country of temples, but in india itself there
are a few cities of temples. Amoeng them, PALITANA,
stands high because it is a city of temples built on a
1977 toot high hill, Shetrunjaya and has 863 temples.
Nowhere in India and, possibly, in the whole world, you will
iind such a large number of temples at one place, so beautiful,
10 ornate and so clean. The experience will be wonderful and

unforgettable

PALITANA is 36 miles from Bhavnaﬂar and 140 miles from
i

Ahmedabad, Daily air services are ava

trom Bombay

able to these two places

Issued by

pirector of laformation and Tourism, Government of Gujarat,
Sachivalaya. Ahmedabad-15.



1114

EASTERN ECONOMIST -

June 2, 1967

1

in a crowded bus, people stand. And they sweat
and they feel tired.

Then suddenly a seat gets vacant., Oh, what a
relief for the man who sits down! Now he can
actually relax, because that's s Dunlopillo seat—
with a soft, deep resilience to comfort him.

And relax he will, particularly if it's a cross-country

COMFORTS MILLIONS {

BENSONS2/DLP-3i8R

AT LAST, A SEAT!
BUT WHY THAT

SMILE?

run where Dunlopillo comforts passengers and
reduces fatigue. No wonder more and more city
and state bus transport systems are installing
Dunlopillo seats and backrests. .

Today, from buses to railway passenger coaches,
from hospitals to defence vehicles and public halls,
Dunlopillo is comforting millions |

@ DUNLOP INDIA LIMITED
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Balanced Budget

MR MORARJI DESAI managed to balance the budget for
1967-68 by raising Rs. 87.24 crores additional through indirect
taxes and restricting the plan ouilay at the preceding year's
level. Because of shortages in consumer goods which have
appeared in recent months, he was afraid that the enhanced
size of the plan would jeopardize the chances of restoring
price stability. He said that the non-plan expenditure had
also been kept in check.

The following is the fext of Part B of his speech:

In the budget estimates that I have just presented, the
availability of resources will be higher by Rs. 101 crores and ex-
penditures by Rs. 143 crores in relation to the interim budget.
I should, however, explain that I have chosen on this oceasion,
for reasons of security, to mention some of the facts in Part B
of the hudget speech only.

On the expenditure side, I have not so far provided any-
thing additional for assistance to the financial institutions. In
the interim budget, a provision of Rs. 30 crores was made for
this purpose. This is sufficient for enabling these institutions
to honour all their existing commitments as well as to meet dis-
bursements on new commitments in respect of the priority sec-
tors of fertilizers, alloy and tool steel and the like. However,
some additional pravision for these institutions is necessary if
they are to play a reasonable part in supporting private invest-
ment activity and thereby helping the revival of the investmen?
goods industries. I, therefore, propose to provide an additional
sum of Rs. 10 crores for the finarcial institutions. In a budget
of this magnitude, it is also necessary toc make a provision for
contingencies. Taking account of all the considerations, I es-
timate that the deficit of the Centre, without any further
mobilisation of resources, would be of the order of Rs. 68
¢rores. :

Economy in Government Expenditure

By far the best way of mobilising resources is to economise
on government expenditure without sacrificing efficiency. I have
already set in motion a thorough examination of the expen-
diture patterns of all Central Ministries. Already, some decis
gions have been taken which will reduce the strergth of my
own Ministry. Similar decisions in respect of other Ministries
will be announced as they are taken. In respect of government,
projects, the Bureau of Public Enterprises will keep a constans
watch in order to secure genuine economies. I do not propose,
however, to take any credit at this stage for reduction in gov-
ernment expenditure as a result of the economy drive that I
propose to pursue vigorously. In matters like this, it is bast to
take credit for success only when success has already been
achieved.

. Better collection of existing taxes is also an important and
indeed most equitable way of mobilising additional resources.
This is a continuing programme where constant endeavours
have to be made to improve tax administration as well as tax
laws, In this connection, we have been experimenting for some
time with a new system of distribution of work in the Income-

‘tax Department. Under this system, particular functions such

as those of assessment, collection, refunds etc., are performed by
the Income-tax Officers specifically entrusted with these fune-
tlons. This experiment has shown encouraging results. To facl-

. litate the extension of the functional system, I propose to make

specific provisions in the law and I am circulating seperately a
detailed note on the subject for the information of honourable
Members. I propose, however, to take only a small credit for
better collection of income-tax this year, as it is premature to
expect any sizeable gain in the early stages of the operation of
the scheme.

It is also desirable to reply to the maximum extent on

mobilisation of private savings for meeting the requirements
of the Government. In the present conditions in the country,
however, it would not be prudent to take credit for anything
more than what I have done in the interim budget urder small
savings, market borrowings and the like. At a later stage, I shall
refer to one or two fiscal concessions which I propose to give
in order to promote savings. But these measures are designed
with an eye on the long run rather than on improving the bud-
getary position during the current year itself,

Coming to taxation proper, the most important changes in-
volving a loss in revenue that I have to announce relate to ex-<
port duties. Our exports of jute manufactures have declined
in the recent past and some of the promising lines are being
threatened with competition from substitutes. I progose, there-
fore, to reduce the duty on sacking (other than cotton bagging)
by Rs. 150 per tonre, on carpet backing and jute specialities by
Rs. 300 per tonne and on other hessians by Rs. 150 per tonne.
The effect of these reductions would be a loss of revenue of
Rs. 13.50 crores in a full year.

A reduction of Rs. 7.50 per tonne has been proposéd in the
export duty on managanese ore having 10 per cent or more but
not more than 48 per cent of manganese content, mainly with a
view 10 offset the effect of the recent inecrease in railway freight
on manganese ore. A marginal reduction of Re. 1 per tonne is
also being made in the export duty on iron ore fines (including
blue dust). These changes will result in a loss of revenue of
Rs. 83 lakhs in a full year. A change is also being made in res-
pect of the duty on tea to which I shall refer later.

Selective Concessions

In respect of direct taxes, I propose to give a number of
selective and indeed minor concessions. The main concessions
in respect of taxes on personal incomes are as follows:

(a) In our society, many of us have to maintain depen-
dent parents or grand parents. I propose, therefore, to
grant a fixed allowance of Rs. 400 for maintenance of
one or more of the dependent parents or grand parents
in the case of resident individuals having a total in-
come not exceeding Rs., 10,000. The tax relief on this
allowance will be calculated at the rate of five per centf
applicable to the initial slab of income, This aliowance
will be available only when the dependent parent or
grand parent does not have personal income exceeding
Rs. 1000 in the year. This concession is estimated to
cost approximately Rs. 2 crores.

(b) At present we levy a surcharge on unearned income in
excess of Rs. 15,000. I propose to raise this exemption
limit to Rs. 30,000, In a sense, the principle of taxing
income from investments at a rate higher than income
from work runs counter to the desirability of increas-
ed savings. I have, therefore, sought {o take this into
account at least partially this year. This concession
will mean a loss of Rs. 75 lakhs.

" () I propose that all tax-payers having dividend incomes
not exceeding Rs. 500 during the year be allowed to ex-
clude from their taxable income the whole of the divi-
dend income received by them from Indian companizes.
This should encourage equity investment by tax-payerd
in the lower and middle ircome groups. The revenue
loss of thic measure is estimated at Rs. 1.50 crores.

{(d) The present limit of the amount of approved savings
in life insurance, government and recognised provident
funds and cumulative time deposits in post offices,
which qualify for tax relief in the case of individuals
and Hindu undivided families, is proposed to be in-
creased from 25 per cent of the total income to 30 per
cent of the total income. The monetary limits of
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Rs. 12,500 in the case of individuals and Rs. 25,000 in
the case of Hindu undivided families will also be rafs-
ed, simultaneously, to Rs. 15,000 and Rs, 30,000 respect«
ively.

(e) Given our present need for resources, I have found it
necessary to continue the Annuity Deposit Scheme. I
have, however, made some marginal modifications in
the Scheme. For example, people over the age of 60
need not make a deposit; at present, the age limit is
70 years. Similarly, for all assessees, no penal tax will
apply in case of shortfalls in deposits up to Rs. 100 or
up to 10 per cent of the deposits reguired to be made.

(f) Indian scientists, professors and research workers who
spend a part of the year in foreign universities or
other educational or scientific institutions will be al-
lowed, subject to certain conditions, to deduct from
their taxable income, 50 per cent of the remuneration
received by them from foreign sources,

Concessions in Corporate Taxation

I will now summarise some of the concessions—again, se-
lective and minor—that I propose to give in respect of cor-
porate taxation: .

(a) As a measure of relief to small-scale industries in the
corporate sector, I propose to extend the concessional
rate of 45 per- cent to widely-held domestic companies
having total incomes not exceeding Rs. 50,000 as
against Rs. 25,000 at present. This is likely to result in
a loss to revenue of about Rs. 18 lakhs.

(b) As a tourist promotion measure, I propose to extend
the priority industry treatment to approved hotels run
by Indian companies. Further, I propose to provide for
the allowance of initial depreciation on hotel buildings
constructed by such companies after March 31, 1967, in
an amount of 25 per cent of their cost of construction.
Some other relaxations are also proposed in favour of
the hotel industry.

(¢) It has often been represented that our present tax-
holiday concession does not benefit adequately those
undertakings for which profitability is usually low in
the initial years. In order to make the tax exemption
more meaningful in such cases, I propose to allow a
carry-forward of the unabsorbed bepefit of the ‘tax-
holiday’ relating to the assessment year 1867-68, on-
wards, up to eight years from the year of commence-
ment of the business.

(d) The existing tax law has certain features which inhibit
desirable amalgamations of companies by atiracting
certain liabilities on such amalgamation. Merging of
uneconomic units is desirable in order to improve pro-
ductivity and realise economies of scale. I propose to
tacilitate this process by removing the existing disabi-
lities in the matter in the law.

(e) The progress in resettlement of displaced persons from
East Pakistan and repatriates from Burma, Ceylon and
certain east African countries has been painfully slow.
To supplement the efforts made in this direction by the
state governments, it is proposed, subject to some con-
ditions, to allow industrial units employing such dis-
placed persons and repatriates to deduct 50 per cent of
their profits in computing their taxable income.

(f) I also propose to provide certain tax concessions to in-
dustries damaged or destroyed by enemy action or by
natural calamities. .

(g) In order to promote scientific research in our country,
1 propose to enhance the rate of development r_ebate
on machinery and plant installed for scientific re-

. search after March 31, 1867, from the existing gene-
ral rate of 20 per cent, to the priority rate of 35 per
cent. Further, the whole of the capital expenditure in-
curred after March 31, 1867, on assets used for sclenti-

-
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fic research will be allowed as a deduction in the year
in which it is incurred,

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

In addition to the changes in direct taxes which 1 have
described, a few other changes are proposed in the Finance Bill
which are intended either to continue the existing concessions
or to clarify the intentions of the present law. I do not propose
to describe these here as they are set out in detail in the ex-
planatory memorandum on the Finance Bill

Rationalisation of Tax Structure

Son,= time back Government appointed Mr S. Bhoothalin-
gam, formerly Secretary, Ministry of Finance, as a one-man
committee for recommending measures for simplifying and
rationalising the existing structure of direct and indirect taxa-
tion. Mr Bhoothalingam recently submitted his first interim
report. which relates exclusively to direct taxes, particularly
income tax. Copies of this repor{ will be made avallable to
honourable Members as soon as possible. Apart from simpli-
fication and rationalisation, the report also suggests a reconsi-
deration of some of the policy aspects of the present tax struc-
ture. In a sense, major modifications in the tax structure
should not be made in one area, without examining similar sug-
gestions for application to other areas. It is also desirable that
on substantive issues, this honourable House, expert public opi-
pion and people at large should have an opportunity to express
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their views before Government makes up its mind. I propose,
therefore, to publish also the subseguent reports of Mr Bhootha-
lingam. It is my intention that the publication of these reports
will provide an occasion for Parliament ard for others to dis-
cuss some of the basic aspects of the tax structure so that it
can be put on a'sound and progressive basis as soon as possible.
It is for this reason, quite apart from the difficult flnancial
situation in the current year, that I have decided to restrict
my proposals for modification in the direct tax structure to a
minimum. It is my intention, however, to introduce even in
the present budget some of the measures of rationalisation and

simplification which have been recommended in the interim
report.

One of the main recommendations is that changes in the
tax laws and rates of taxation should be applied prospectively
to current incomes. The existing practice of applying the rates
of tax to incomes already earred in the past year, which has
been followed over a long period of years, is not sound in
principle. The annual Finance Acts not only prescribe rates of
tax but often provide incentives or disincentives in various
directions. Such incentives or disincentives can obviously be
meaningful only if they are applied prospectively. Apart from
this consideration, it stands to reason that the tax-payer
should know before-hand his tax liability for any given incoms
year. 1 propose, therefore, to apply the several measures for
making changes in the tax laws as also in the tax rates, pros-
pectively, to current incomes which will. fall due for assess-
ment next year, except where it is felt that a particular mea-
sure calls for retrospective application for special reasons. We
also propose to consider seriously the recommendation about
adopting a standard tax year co-terminous with the financial
year.

Another measure recommended for simplifying tax calcula-
tions is the elimination of most of the areas in which ecalcula-
tions of rebates and reliefs have to be made at presert by apply-
ing the average rate of tax on the total income. In these areas,
I propose {o make provisions for allowing a straight deduction
of the whole or a specified proportion of the income qualifying
for the rebate or relief in computing the taxable income. Simi-
lar provisions will also be made for caleulating rebate of tax on
charitable donations. Donations to the Prime Minister's
Drought Relief Fund will be added to the categories of dona-
tions which at present qualify for tax relief without the opera-
tion of the ceiling limit of 10 per cent of the total income or
Rs. 2 lakhs, which applies to ordinary charitable donations.

There is only one other significant change in respect of
direct taxes, which I might mention here. At present, tax iz
withheld at source in the case of Indian residents out of their
income consisting only of salaries, interest on securities, or divi-
dends In order to improve and speed up the colection of tax.
it is proposed to &xtend, in the case of residents, the require-
ment of deduction of tax at source to interest on deposits, loans
or other borrowings as well as to fees for professional services'
and brokerage and commission payable by barks, compeanies
and other organised entities. However, in order to avoid hard-
ship, certain exemptions are heing provided.

Posts and Telegraphs

As the House is aware, the postal and telegraph branches
of the Posts & Telegraphs Department have been working at
a loss. Most of the services we provide on the postal side are
unremunerative. The cost of services has increased apprecia~
bly during recent years. To meet the loss partially, it is pro-
posed to raise slightly the rate of postage on parcels, registered

newspapers, book packets etc., as also {o raise the registration

fee and fees for express delivery, insurance snd air-mail fee on
Packets. The additional annual revenue expected from thesse
increases in the postal rates is about Rs. 1.84 crores. On the
telegraph side, it is proposed to raise the minimum charge on
an ordinary greetings telegram and the rate for express greet«
ings telegram. The existing rate for non-press inland tele.
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grams will remain unchanged hut the mlmmum charge will be

for the first eight words instead of first 10 words as at present.
The rertal for a teleprinter machine is proposed to be raised
and revision is also proposed in the rental for part-time tele-
graph and teleprinter circuits other than those given to the
press. (Details of the principal changes in the posts and tele-
graphs tariffs are given in a separate memorandum.) These
measures are expected to yield an annual revenue of Rs. 1.02
crores. Opportunity has also been taken to rationalise the
tariffs for various telephone services and make certain minor
revisions therein. The additional annual revenue from the

various changes proposed in the telephone tariffs is expected
to amount to Rs. 1.58 crores.

The proposed changes in the postal, telegraph and telephone
rates will not come into effect immediately. The dates from
which they will be operative will be notified later. These chan-
ges will yield Rs. 4.44 crores in a full year and Rs. 3 crores in
the rest of the current year. As, however, the posts and tele-
graph revenue is not now expected to come up to the interim
budget estimate, I am taking credit for an additional Rs. 1 crore
only on this account.

Excise and Customs

I turn now to my proposals in regard to Union excise
duties. The large number of changes that I have made in direct
taxes will not make any significant difference to the Govern-
ment's budgetary position. Import duties have been rationa-
lised on a number of occasions in the recent past including at
the time of devaluation last June. Honourable Members will
recall that although the import tarif was adjusted t{o take
aceount of the higher rupee cost of imports, the total incidence
of devaluation and import tariff was such as to increase subs-
tantlally the rupee cost of all imports Including the import of
machinery, raw materials and spares. It is not desirable to
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give another jolt to the economy by any further increases in
import duties. It is, therefore, inevitable that I should essen-
tially increase the Union excise duties for raising additional re-

venues in order to balance the budget after allowing for the .

effect of the reduction in export duties.

I have, however, endeavoured to adjust excise duties in
such a way that apart from raising additional resources, these
adjustments will be consistent with the reguirements of the
current economic situation. Thus, in the main, I have endea-
voured to increase duties on those items where (a) it is neces-
sary to exercise some restraint on domestic consumption in
order to augment export earnings, or (b) where high profits
are made by industry and trade at present or (c) where some
increase in prices canrot be considered socially undesirable.
In particular, I have sought io ensure that prices of essential
consumer goods are not affected and that the demand for those
industries which are already saddled with considerable excess
capacity is not further depressed. Altogether, additional excise
duties are proposed to be levied on only a limited range of
selected iterns so that the price situation is not disturbed at
many points, This explains in part the sizable increases that I
propose in a few cases.

Tax on Coffee & Tea

I propose to raise the excise duties on coffee and tea so
that the internal consumption of these is restrained and more
quantities are made available for export. These increases will
yield a revenue of Rs. 8.40 crores in a full year without taking
into account the revenue loss from reduction in the export)
duties on tea to neutralise the effect of the higher excise on
export shipments. In the case of tea, the increase proposed is
lower on cheaper tea than on the higher priced teas from zones
III, IV and V. Similarly, the increase on the cheaper robusta
or liberia variety of cofiee is less than on superior varieties like
arabica.

Another export item on which I propose to increase the
duty is jute manufactures. The existing basic excise duties on
hessians and other jute manufactures which are Rs. 250 and
Rs. 125 per tonne respectively are being raised to Rs. 375 and
Rs. 175 per tonne. The effect of this will be an additional re-
venue of Rs. 3.00 crores annually. As usual, the duties will
be rebated on export shipments.

As for tea exports, the effect of higher excise duties on
exports will be neutralised by a reduction in export duties by
24 paise per kilogram. While this will fully offset the burden
of the excise duty increase on the higher priced varieties, the
inferior teas from zones I and II will have a slight edge over
the others as the export duty reduction in their case will ex-
ceed the excise duty increases. While making this reduction in
the export duty, the rate schedule is also being simplified and
rationalised to obviate the practical difficulties in the present
system of levy. The effect of the reduction proposed will be a
loss of Rs. 4.68 crores annually so that in the net Rs. 3.72 crores
would be realised from tea and coffee in a full year.

I propose to re-impose the duty on footwear and parts
which have a good export potential. This duty was withdrawn
by an exemption as a part of the budget proposals of February,
1965. As before, footwear made without the aid of power or in
small power operated establishments will continue to be
exempted. This proposal will yield an additional revenue of
Rs. 2.75 crores annually.

It is necessary also to restrain the increasing consumption
of cigarettes which cuts into the exportable surplus available
of cigarette tobacco, an important foreign exchange earner. I,
therefore, propose to raise substantially the duties on cigarettes
which would yield a revenue of Rs. 28.50 crores annually. The
increase proposed on higher-priced cigarettes wili be more than
on the cheaper varieties. Some increase has been proposed also
or cigars and cheroots, the yield from which will be about one
lakh of rupees. I realise that the increase proposed is high.
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But honourable Members and others can at least escape its .inci-
dence by reducing consumption and thus perhaps prolonging
their lives in the bargain.

Honourable Members will recall that at the time of devalu-
ation, excise and customs duties on petroleum products were
adjusted in such a way as to avoid any increase in their price.
This step meant a considerable loss of revenue for the Gov-
ernment and was in fact on par with the subsidies given on
foodgrains and fertilizers at the time for the same purpose.
Subsidies on fertilizers have already been reduced. I see no
reason why the prices of some of the petroleum products also
should not be allowed to rise, reflecting the effect of devalua-
tion. I propose, therefore, to increase the basic excise duty on
motor spirit from Rs. 451.05 per kilolitre to Rs. 550 per kilolitre
and on refined diesel and vaporising oils from Rs. 441.05 to Rs.
461.05 per kilolitre. The excise duty on petroleum produets not
otherwise specified is also proposed to be increased from 10 per
cent ad valorem to 20 per cent ad valorem. These increases on
mineral oil products will yield a revenue of Rs. 25.60 crores
annually. Honourable Members would rote that these changes
will not result in any increase in the price of kerosene, of diesel
oil used by agriculturists or fuel oil which is used by industry.
In fact, the increase in the case of reflned diesel oil is also
marginal—of the order of two paise per litre.

1 come now to a few less essential items of consumption
where there is scope for mopping up the high profits made or
where even an increase in the price to consumers will not be
a great hardship. The basic excise duty on artificial or syn-
thetic resins and plastic materials is proposed to be raised from
20 per cent to 30 per cent ad valorem which will yield an addi«
tional revenue of Rs. 4.5 crores annually. .

Production of rayon and synthetic fibres and yarn has in-
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creased and the margin of profit on these is also high. I, there-
fore, propose to make a substantial increase in the excise duties.
“The increase on cellulosic fibres and yarn, such as viscose rayon
and acetate rayon will be lower than the increases proposed

on non-cellulosic fibres and yarn, such as polyester fibre and .

nylon yarn. The effect of the increases proposed will be an
additional revenue of Rs. 22 crores annually.

The excise duty on aluminium has remained unchanged
since 1960 and there has been a substantial increase in the indi-
genous production in the recent years. I propose to ircrease
the basic excise duty on aluminium ingots from Rs. 300 to Rs.
950 per tonne, on plates, sheets, circles and strips from Rs. 500
to Rs. 1450 per tonne, and on foils from Rs. 600 to Rs. 2000 per
tonne; the duties on pipes, tubes and extruded shapes and sec-
tions are also being raised from 10 per cent to 20 per cent ad
valorem. These changes will bring in an additional revenue of
Rs. 10.98 crores annually. '

It is my expectation that in the case of aluminium, rayon
and synthetic flbres, it should be possible for producers to ab-
:sorb the increase in the excise duties without any increase in
the prices charged to consumers. In any event, producers of
‘these products will not be allowed to increase their present pri-
ces without prior consultations with the Government. If, on
-examination, it is found that the additional excise duties can-
not be absorbed by producers without a change in the price
charged to consumers, we shall be prepared to take appro-
priate remedial action. However, it is our intention to make
sure that to the maximum extent possible, the incidence of
higher duties in these cases is absorbed in the profits made at
present by producers and distributors,

The present structure of excise on cotton textiles allows
such a high margin of preference to powerlooms that it en-
courages tax avoidance. This has been pointed out by two
successive committees. I propose, therefore, to raise the excise
duty on cotton twist, yarn and thread which go into the pro-
duction of fine and superfine fabrics in the powerloom sector.
The increase will be mostly on sized yarn cleared in the form
of sizell beams required for weaving in the powerloom fac-
tories. Rates of duty on sized yarn of fine and superfine
counts are proposed to be raised in such a way that the margin
of difference in the excise duty between powerloom and mill-
made grey fabrics of fine and superfine varieties is narrowed
sufficiently. These changes will, however, not affect the
handloom sector as the duty on hank yarn is not being raised.
“The duty on mill fabrics will also remain unchanged, as the
increase in the yarn compounded duty is being offset by cor-
responding reduction in the grey fabric duty so that the cumu-
lative effect leaves the duty on fine and superfine grey fabrics
unchanged. The effect of these changes will be an additional re-
venue of Rs. 7.80 crores annually.

New Items Covered

The only new item on which excise duty is proposed to be
imposed this year is rubber piping, tubing and belting. These
.are being added to the item of rubber products like latex foam
sponge and tread rubber which are already excisable. The
proposed basic excise duty on these new rubber products will
‘be 15 per cent ad valorem which will yield an additional reve-
‘nue of Rs. 1.98 crores annually.

Special excise duties will continue to be levied at the exist-
ing rates subject to modifications consequent on the changes
proposed in the basic excise duties outlined earlier. The pro-
vision for levy of regulatory excise duty in the same manner
as in section 49 of the Finance Act, 1966, is being continued
‘though there will be no levy of this duty at present.

_The total effect of all the proposed changes in the
-excise duties will be an additional revenue of Rs. 115.52 crores
in a full year out of which Rs. 22.98 crores will go to the states.

" I have not proposed any. increase in the import duties. Bub
wherever excise duties have been increased or modified, the
countervalling duties on imported goods equivalent to such
increases will be chargeable in addition to the existing duties.

' SPECIAL BUDGET NUMBER 1119

In the case of imported aluminium ingots and wire bars, the
increase in the countervailing duty will not be to the full exient
of the excise duty increases but will be lower by Rs. 400 per
tonne. The increases in countervailing duties will yield an
additional revenue of Rs. 7.33 crores annually.

I have already discussed earlier the reductions in export
duties. Taking into account the loss of Rs. 19.01 crores annu-
ally under these items and the increases on account of coun-
tervailing duties, the net loss of customs revenue would be Rs.
11.68 crores in the full year. Taking excise duties and customs
duties together, the total additional revenue in the full year
will be of the order of Rs. 103.84 crores of which Rs., 22.98
crores will go to the states and balance will accrue to the
Centre. However, during the current year, the changes in
customs and excise duties will apply not for the full year but
only for a little over 10 months. Durirg the current year,
therefore, the additional revenue accruing to the Centre will
be of the order of Rs. 68 crores. Changes in posts and tele-

‘graph rates will bring in Rs. I crore. The additional revenues

of about Rs. 69 crores will more than cover the initial deficit
of Rs. 68 crores. Essentially, therefore, the budget that I am
vresenting now is a balanced one. Honourable Members would
also note that in addition to the substantially larger resources
made available to the states from the Central budget, the state
governments will benefit substantially to the extent of almost
Rs. 20 crores by the taxation proposed here.

Check on Plan Outlays

I am well aware that I have been able to balance the
budget primarily by keeping the plan outlays strictly in check.
The provision for the plan in the budget, for Central schemes,
assistance to the states and {o the financial institutions taken
together, is not materially different from the level of the first
year of the fourth Plan. At a time when essential consumer
goods are in short supply and when it is difficult to reduce sub-
sidies, I could not have provided more for the plan without
jeopardising the chances of restoring price stability. Consider-
able restraint has also been exercised in regard to non-plan
outlays at the Centre, the bulk of which relate to interest pay-
ments which are contractual obligations and to defence.

To those who may have been looking forward to sizable
reductions in taxation, I will say only this. As long as we in
this honourable House remain responsive to the needs and as-
pirations of the poor and the downtrodden, there will always
be need for the Government, no matter what its persuasion, to
command a growing volume of resources from year to year.
Some of the resources available to the Government at present
such as the counterpart of PL 480 supplies of foodgrains eic.,
should not and indeed cannot continue for long. Before giving
any tax concessions, therefore, I would like to be doubly sure
that there is at least a reasonable chance of such a step contri-
buting to larger revenues by stimulating activity or savings in
general. Under the present circumstances, I see no clear pros-
pect of this; but we will explore all possible avenues of putting
our tax strucfure on a sound, stable and progressive basis. My
main justification for the selective but sizeable increases in
excise duties is that these are necessary in the interest of ex-
ports and for avoiding too deep a cut in plan outlays. Indeed,
even as it is, I do not feel happy about not being able to pro-
vide more for the plan than we did last year. That is why we
propose to pursue a more pogsitive policy of encouraging public
and private investment activity as soon as the basic supply
position in the country improves.

In the meanwhile, I can only hope that this budget will
contribute to the restoration of a climate of stability which is
so essential for sound and sustained growth. We are deter-
mined alse to redouble our efforts to provide a clean and effi-
cient administration. I have every confidence that at this diffi-
cult juncture, all sections of the community—farmers, wor-
kers, businessmen and leaders of public opinion—will give of
their best so that the spell of stagnation which has been upon
us for more than two years now is lifted and we begin to
move forward once again to our cherished goals. '
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SPECIAL BUDGET NUMBER 1121
Summary of Final Estimates
STATEMENT A
REVENUE BUDGET
Receints 1907-68 Expenditure 1967-68
I. Tax Revenue I. Administrative Expenditure
' Tax Collection - 34.53
Customs 654'02 Police 51.49
(—)10.925 Audit 1587
. General Administrati 29.05
Union Excise Duties 1115.88 Othe:l Tistration " 32.98
4-98.16% —
Total 163.92
Corporation Tax 350.00 ——————
Taxes on Income 250.00 II. Interest Charges
Estate Duty 1.25 Rupee Debt 227 35
Foreign Debt 142.68
Taxes on Wealth 12.50 Servi-e charges paid to IMF 3.00
Others . 13494
Other Heads 33.59 e
Total 512.97
Total Gross 2463.22
+87.24¢ III. Social, Developmental and Allied Servieces
Education and Scientific Research and Survey 119.29
Agricalture inch.ding fertiliser subsidyt 27.22
Less transfers to States Public Works, River Schemes, Transport,
Commnunications ete. 40,47
Income Tax (~—)131.58 Export Promotion $4.74
Others 95.90
Estate Duty (—)6.94 —
Total 317.72
Union Excise Duties (—)231.57 -
(--)19.53¢%
L IV. Grants to State and Union Territory Governments
Total—Trausters (—)370.09 Grants under Article 275(1) (substantive
(—)19.53; provision) . 140.61
o Developmental Grants_ 221.34
Other Grants 90.80
Total Net 2093.13 —_—
‘ +67914 Total 452.75
« . Mi ]
1I. Non-Tax Revenue V. Miscellaneou
. Currency and Mint 21.45
Interest 409.00 Aid to other countries etc. 17.07
) Food subsidy written back to Revenue* 23.47
Currency and Mint 78.02 Others** 81.51
Others 120.28 Total 143.50
Total 07.30 VI. Defence Services 842.49
Total Revenue 270043 VII. Transfer to Reserve Funds etc. 21.14
+67.711% Total Expenditure 2454.49

+ Effect of budget proposals.

* Balance of the subsidy is met from Capital.

.** Broad details are shown in Annexure II to Appendix 11 of the Explanatory Memorandum.

1 In addition to fertiliser subsidy met from capital would amount to Rs. 14.94 crores.
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Summary of Final Estimates—(Contd.)
STATEMENT B
CAPITAL BUDGET
Recelpts 1967-68 Expendiiwre 1967-68
1. Market Loans I. Non Developmental Expenditure
(a) Food Purchases—
Gross 351.30 Payments 492.25
Less Repayments —258.04 Receipts —389.80
Net 93.26 Net 102.45
Leoss transfer to revenue --23.47
AL Foreign Loans 18.98
PL 480 Loans 150.00 —
Other Loans 865.00 (b) Defenee 120.38
(c) Advances to Foreign Govts.' 56.00
1015.00 (d) Currency & Mint 19.96
(e) Other Items—Capital 5.16
Less Repayments —195.44 Other Items—Loans 885
(f) Expenditure met from Reserve l‘unds 3.89
Net 819.56 e =
Total 293.52
IIL. PL 480 Receipts 285.09 II. Developmental Expenditure
Less PL 480 Loans ~150.00 (a) Govt. Compantes, Corporations including
Financial Institutions ;
Net 135.00 Investments 167.03
———— Loans 224.42
IV. Other Food Ald 35.00 Total 391.45
V. Small Savings 130.00 (b) Railways Capital 161.75
Railways Loans 19.64
VI. Provident Funds (Net) 55.07 (¢c) P&T Capital 31.69
. . (d) Atomic Energy Development 38.93
VII. Annuity Deposits (Net) 22.00 . (e) Public Works, River Schemes, Transport
Communications ete. . . 96.79
V1iI. Repayment of loans (I) Fertiliser Purchases
By States 343.00 Payments 219.94
By Others 87.00 Receipts —205.00
430_0:) Net 14 94
IX. Railway Funds, P & T Funds, 56.88 (g) Other Items Capital 20.45
Reserve Funds etc. +1.00¢ Other Items Loans 84.37
(h) Expenditure met from Reserve Funds 14.65
X. Deduct—Provision for Financial (—)26.003%
Institutions (Rs. 10 cr.) Total 874.05
and Contingencies (Rs. 16 cr.)
INI. Transfers to State & U.T. Govts.
Total Receipts 1776.78 Non-Developmental— *
+1.00% Loans ‘ 220.62
(—)26.001% Developmental :
Loans 619.40
Net Statement A +245.94 Grants . 27.83
i K. +87.71% Developmental assistance met trom Reserve
Statement B —287 80 Funds 29.36
—-25.0011% ———
Total 8917.01
Total —41.86 ———
4-42.7114¢ Total Expenditure 2064.59

{ Etfect of Budget proposals.

$i Additional provisions as mentioned in Budget Speech.
¢ Includes Ra. 45 crores of short-term advances for trade purposes which are expeeted to be repaid within the finam‘ill
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SPECIAL BUDGET 'N.UMBER 1125

Budget Proposals Explained

THE OFFICIAL memorandum explaining the provisions in
the Finance (No. 2) Bill is reproduced beiow :

DIRECT TAXES

In the sphere of direct taxes, the Bill, inter alia, seeks to
prescribe the rates at which irncome-tax (including surcharges,
where applicable) is to be charged on income liable to tax for
the current assessment year 1967-68, and the rates of annuity
deposits for that assessmert year, as well as the rates at
which annuity deposits are required to be made in relation to
currer.t incomes liable to tax for the assessment year 1968-69.
It also prescribes the rates at which income-tax is to be de-
ducted at source during the current financial year on incomes
liable to such deduction under the Income-tax Act, and the
rates at which ‘advance tax’ is to be computed in relation to
incomes on which such tax is to be paid during the current
financial year. Besides, the Bill proposes to make certain
amendments to the Income-tax Act, 1961 and other direct taxes’
enactments viz., the Wealth-tax Act, 1957, the Gift-tax Act,
1938, and the Companies (Profits) Surtax Act, 1964.

The Bill also proposes to make a few amendments to the
provisions relating to direct taxes in the Deposit Insurance
Corporation Act, 1961 and the Unit Trust of India Act, 1963.
Further, it proposes to make a provision which is intended to
remove certain difficulties arising in the working of th2 scheme
of voluntary disclosure ‘of income contained in 'section 68 of
the Finarce Act, 1965. It also seeks to repeal, with retrospective
effect, the provisions contaired in the earlier Finance Act of
1967 relating to the rates of income-tax for the assessinent

" year 1967-68 and also the rates of annuity deposits, inasmuch

as the rates of income-tax and anruity deposits proposed to be
prescribed by the Bill are sought to be applied, retrospectively,
from the commencement of the assessment year 1967-68.

The substance of the main provisions in the Bill is ex-
plained in the followirg paragraphs.

INCOME-TAX AND ANNUITY DEPOSITS

Rate structure of income-tax in respect of incomes liable
to tax for the assessment year 1967-68, and for current in-
comes subject to deduction of tax at source or payment of
‘advance tax’.

Rates of income-tax for the assessment year 1967-68:
In respect of incomes of all categories of assessees (corporat:
as well as non-corporate) liable to tax for the current assess-
ment year 1967-68, the rates of income-tax under the Bill are
the same as. prescribed by the earlier Finance Act of 1967.
These rates are the same as provided in the Finance Act, 1966,
subject to the modifications made thereto by the earlier
Finance Act of this year. The main modification made by the
earlier Finance Act of 1967 to the rates of income-tax in the
Finance Act, 1966, in relation to the current assessment year
1967-68, was in respect of the rebates of income-tax granted
with reference to exports. Having regard to the devaluation
of the rupee with effect from June 6, 1966, the earlier Finance
Act of this year provided that these rebates would be availa-
ble only with reference to exports or sales to exporters made
before the date of the devaluation, and not in relation to ex-
ports made during the post-devaluation period. Under the Bill
also, the rebates of income-tax in relation to exports or sales
to exporters will be available only with reference to exports
or sales to exporters made prior to the date of devaluation.
These rebates of income-tax, which are available to. assessces
other than foreign companies, are as follows:—

(i) a rebate of one-tenth of the income-tax attributable to
the profits derived by the assessee from the export of any
goods or merchandise outside India; and in addition,

(ii) in the case of an assessee who manufactures specis
fied commodities (i.e., commodities listed in the First Schedule
to the Industries (Development and Regulation) Act, 1951,
subject to certain exclusions), a rehate of tax, at the average
rate of tax, calculated on two per cent of the sale proceeds of
such commodities exported by the assessee directly, or sold by
him to any other person in India and exported by such other
person. ‘

The Finance Acts of earlier years, up to and inclusive of
the Finance Act of 1966, provided for the levy of tax on
“Salary” incomes at the rates prescribed by the Finarce Act
of the preceding assessment year. Such provision was made
to secure that in cases where the assessee had only salary in-
come and had paid income-tax thereon by deduction at source
durirg the relevant financial year at the current rate of in-
come-tax, no further demand of tax or a refund of tax mightr
be necessitated on applying the higher or lower rates of tax
prescribed by the Finance Act of the year in which such in-
come fell due for assessment. Such provision resulted in com-
plications in tax caleulations in cases where, besides salary
income, the assessee had income from sources other than
salary. In such cases, the tax had to be calculated, separately,
in respect of the salary income, and the income other than
salary, at different rates, and the rebates of tax admissible to
the assessee had to be calculated at the average rate of {1ax
arrived at with reference to the aggregate of the two taxes.

These complications have been avoided under the provi-
sions of the Bill as it provides for the levy of tax on the salary
as well as non-salary ircome liable to tax for the assessment’
year 1967-68, at the' same rates of tax. This has been made
possible due to the fact that the rates of tax prescribed by the
Bill for the assessment year 1967-68 are the same as were
prescribed by the Finance Act of 1966 in accordance with
which tax was deducted at source during the preceding finan-
cial year from salary ircome llable to tax for the current as~
sessment year, :

Rates for deduction of tax at source from current years
salary income and income subiject to payment of “advance
tax” in the current year; and rates for deduction of tax at
source from current incomes other than salaries.

As a step towards rationalising our tax system, the princi-
ple followed in the Bill in regard to the rates of taxes (and
also the new provisions proposed to be made in the Income«
tax Act) is that any changes in the rates and also, as far as
possible, the new provisions in the tax laws, should apply
prospectively, only to current incomes which are liable to tax
for the succeeding assessment vear, and not retrospectively to
incomes which arose in the past year. The Bill proposes to
provide tax relief in certain directions within the framework
of the existing tax structure and, in accordance with the
abovementioned principle, these changes have been made ap-
plicable only to current incomes which are subject to deduc-
tion of tax at source, or in respect of which ‘advance tax’ is
payable by the assessee, during the current financial year. To
achieve this purpose, Part 1II of the First Schedule to the Bill
lays down separate rates at which tax is to be deducted at
source from “Salaries” and the rates at which “advance tax”

" payable during the current financial year is to be computed.

For the purpose of deduction of tax at source from incomes
other than “Salaries”, the annual Finance Acts prescribe
special rates which are fixed on an ad hoc basis. 'The rates for
such deduction du\ring the -current financial year have been
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specified in Part II of-the First Schedule to the Bill. The pro-
visions in the Bill in these matters are explained hereinbelow.

Provisions relating to rates for deduction of tax at source
from “Salaries” and computation of “advance tax” payable
during the current financial year: These rates are basically
the same as are applicable for the levy of tax on incomes
liable to tax for the assessment year 1967-68, subject to the
undermentioned provisions for granting certain reliefs.

(a) Non-corporatle assessees.

Allowance for maintenance of dependent parents or grand
parents in certain cases: A resident individual (whether un-
married or married) whose total income does not exceed
Rs. 10,000, and who incurs any expenditure towards the main-
tenance of one or moare of his parents or grand parents main-
ly dependent on him, will be entitled to a fixed allowance of
Rs. 400 for the year; tax relief will be calculated on this at the
rate of 5 per cent., applicable to the initial slab of income.
Thus, the quantum of this tax relief will be Rs. 20. This relief
will be available only where the personal income (from all
sources) of the dependent parent or grand parent maintained
by the individual, does not exceed Rs. 1,000 during the year.
‘The abovementioned tax relief will be in addition to the tax
relief on account of personal allowances otherwise available
to the assessee under the current law.

In the case of ;-esident individuals with a total income not
exceeding Rs. 10,000, the total amount of tax relief on account
of personal allowances (including the abovementioned allow-
ance on account of dependént parents or grand parents) under
the provisions of the Bill, compares with such tax relief avail-
able under the Finance Act of 1966 (and also under the Bill,
in respect of income liable to tax for the assessment year
1967-68) as follows:

Amount of tax relief in the case
ot resident individuals with total
income not exceeding Rs. 10,000
and who maintain a dependent
parent or grand parent, under the

Finance Act Finance (No. 2)
1966 _ Bil, 1967
Unmarried individual Rs. 125 Rs. 145
o (5% of Rs. 2,500) (5% of Rs. 2,900)
Married individual with Rs. 200 Rs. 220
no dependent child (5% of Rs, 4,000) (5% of Rs, 4,400)
Married individual with Rs. 220 Rs. 240

-one dependent child
Married individual with - ) .
two or more dependent . Rs. 2400 Rs. 260
children (5% of Rs. 4,800) (5% of Rs. 5,200)

(5% of Rs. 4,400) (5% of Rs. 4,800)

Where the total income of a resident individua! maintain-
ing one or more dependent parent or grand parent exceeds
Rs. 10,000, the additional tax relief of Rs. 20, for the mainten-
ance of a dependent parent or grand parent, will not be avatl«
able. However, where the total income of such an individual ex-
ceeds Rs. 10,000 by a small amount, marginal rellef will be
available to him by way of limiting his tax liability to the
aggregate of (a) the tax which would have been chargeable if
his total income had been Rs. 10,000 and (b) 40 per cent of
the excess over Rs. 10,000, ‘

In the case of a resident individual who does not main-
tain any dependent parent or grand parent or is not entitled to
tax relief for maintaining a dependent parent or grand parent
(and also in the case of resident Hindu undivided families)
thev‘qu'antum of tax relief on account of personal allowance
will'be the same as before.

Increase in the ceiling' limit of wnearned income fromi wn-
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earned income surcharge. At present, unearned incomes (ex-
clusive of interest on securities and dividends on units of the
Unit Trust of India, in the case of individuals and Hindu un-
divided families) up to Rs. 15,000 do not bear the unearned in-
come surcharge. Where the unearned income exceeds
Rs. 15,000, such income in the slab of Rs. 15,001—50,000 bears
surcharge at 20 per cent of the income-tax thereon, and that,
in the slab over Rs. 50,000, at 25 per cent of the income-tax
thereon. With a view to encouraging savings and investments,
it is now proposed to ircrease the limit up to which such un-
earned incomes do not bear surcharge from Rs. 15,000 to
Rs. 30,000. Unearned income in the slab of Rs. 30,001—50,000,
and in the slab over Rs. 50,000, will continue to bear surcharge
at the existing rates of 20 per cent and 25 per cent, respec-
tively, of the income-tax thereon.

(b) Widely-held companies (l.e., companies in which the
public are substantially interested or wholly owned
subsidiaries of such companies),

At present, widely-held companies whose total income
does not exceed Rs. 25,000 are chargeable to tax at the con-
cessional rate of 45 per cent of their total income, as against
55 per cent in the case of widely-held companies whose total
income exceeds Rs. 25,000. In order to provide an incentive for
the growth and development of small and medium scale indus-
tries in the sector of widely-held companies, it is proposed to
extend the concessional rate of 45 per cent to such companies
whose total income does not exceed Rs. 50,000.

Rates for deduction of tax at source in the current finan-
cial year from interest on securities, other Interest, dividends,
fees and other remuneration for professional services, broke-
rage and commission, ete..Under the existing law, the incomes
subject to deduction of tax at source in the case of resident
assessees are only “Salaries”, interest on securities and divi-
dends. In order to expedite and improve collection of revenue,
it is proposed to extend the requirement of deduction of tax af
source on incomes payable to resident assessees, to certain
other categories of incomes credited to the account of the re-
cipient or paid to him after September 30, 1967, by organised
entities other than individuals and Hindu undivided families,
e.g., by companies, partnership firms, associations of persons,
etc. The incomes from which tax is to be deducted at source
under the new provisions, and the rates at which suth deduc-
tion is to be made, are shown in the following table;

Nature of income Rate for deduction of

tax at source.

(1) Interest (other than interest
on securities) credited to the
account of the recipient or
paid to him, at any time, in
an amount exceeding Rs.
200, 22 per cent.

(ii) Fees or other remuneration
for professional services,
(not being salary income)
credited to the account of
the recipient or paid to him.
at any time, in an amount
exceeding Rs. 200, - 22 per cent.

(iii) Commission or brokerage
credited to the account.of the
recipient or paid to him,- at
any time, in an amount
exceeding Rs. 500. 15 per cent.

 —

The rates for deduction of tax at source shown In the
above table apply to corporate as well as non-corporate asses-
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sees receiving. such incomes from organised entities. Where the
recipient of the income is not a company, and his income
during the relevant year is not likely to exceed the exemp.ion
limit for income-taX, it will be open to him to obtain an ex-
emption certiticate from the Income-tax Officer in the usual
manner, in which case, the income will be paid to him without
deduction of tax at source. Aliernatively, the recipient (not
being a company or a registered firm) may, at his choice,
furnish an aftidavit to the person responsible ior deducting the
tax, declaring that his total income assessable for the assess-
ment year next following the financial year in which the in-
come is credited or paid will be less than the minimum liable
to income-tax; in that case also, he will be entitled to receive
the income without deduction of tax at source.

The persons responsible for deducting tax from the above-
mentioned incomes payable to resident assessees will be sub-
ject to the same obligations in regard to payment of the tax
deducted to the credit of Central  Government, accounting for
it to the Income-tax Officer within ‘the prescribed time, and
furnishing a certificate of deduction of tax to the recipient ot
the income, and the same liabilities for failure to deduct the
tax ard pay it to the credit of the Central Government, as are
cast upon them by the law in regard to deduction of tax at
source from salaries, interest on securities, dividends, etc. In
a case where the person responsible for deduction of tax from
the incomes referred to above receives an affidavit from the
recipient of such income declaring that his to.al income would,
be less than the minimum liable to income-tax, the person will
be required to furnish a return to the Income-tax Odicer w.th-
in 30 days from the end of the relevant financial year, stating,
inter alia , the names and addresses of the persons filing such
affidavits and the amount of income credited or paid to them
during the financial year.

In regard to deduction of tax from income by way of in-
terest on securities, and dividends, payable to resident non-~
corporate assessees and to domestic companies, the rate at
which such deduction is to be made durirg the current finan-
cial year is the same as before, namely, 22 per cent.

In regard to incomes payable to foreign companies, the
rates for deduction of tax at source under the provisions of the
Bill are the same as before, except on inter-corporate divi-
dends received by them from any domestic company. At pre-
sent, the rate for deduction of tax on dividends received by a
foreign company from a closely-held Indian company (i.e., an
Indian compary in which the public are not substantially in-
terested) mainly engaged in specified priority industries, is
15 per cent of such dividends. Where the dividend has been
received by a foreign company from any other domestic com-
pany, the rate for deduction of tax therefrom is 25 per cent,
which is the general rate applicable to inter-corporate divi-
dends received by any company, whether domestic or foreign.
These rates of 15 per cent and 25 per cent are derived from
the existing provisions of section 85A of the Income-tax Act,
under which inter-corporate dividends are eligible for a partial
rebate of tax calculated at the difference between (a) the tax

calculated on such.dividends at the average rate of tax on the -

total income of the recipient company, ard (b) the tax cal-
culated on the dividends at the abovementioned percentage of
15 or 25, as the case may be. In order to simplify the calcula-
tion of the tax on inter-corporate dividends, the Bill proposes
to introduce a new provision in the Income-tax Act (with effect,
from the assessment year 1968-89) replacing the existing pro-
vision for partial rebate by one of a straight deduction of a
specified percentage of the Inter-corporate dividend in ihe
computation of the taxable income of the recipient company.
Under this provision, a foreign company will be entitled to a
deduction of 80 per cent of the amount of dividends received
by it from a closely-held Indian company mainly engaged in
specified priority industries and 60 per cent of the dividend
received by it from any other domestic company. At the cur-
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rent rates of income-tax in the case of foreign companies viz.,
770 per cent, the deduction of 80 per cent of the inter-corporatz

dividends referred to above will result in a tax liability of 14
per cent (70 per cent of 20 per cent) on the whole of such
dividends. In respect of other dividends, the deduction of 60
per cent thereof in the computation of the taxable income of
the foreign company will result in a tax liability of 28 per
cent (70 per cent of 40 per cent), Accordingly, the Bill pro-
vides for the deduction of tax at source from inter-corporate
dividends payable to foreign companies in the two cases re-
ferred to above at 14 per cent and 28 per cent, respectively.

ANNUITY DEPOSITS

Annuity deposits in respect of incomes liable to tax for the
current assessment year 1967-68. ’

Under the Bill, the rates of annuity deposits in respect of
incomes chargeable to tax for the assessment year 1967-68 are
the same as for the assessment year 1966-67. The Bill also does
not propose to make any change in the law relating to annuity
deposits for the assessment year 1967-68.

Annuity deposits in relation {o current incomes liable to tax
for the succeeding assessment year, 1968-69,

The rates at which annuity deposits are-required to be made
during the present financial year in relation to current incomes
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liable to tax for the assessment year 1968-69 will be the same
as are applicable in relation to the assessment year 1967-68. The
Bill, however, proposes to liberalise and simplify the provisiong
in the Income-tax Act relating to annuity deposits for and from
the assessment year 1968-69, as follows:

(i) No annuity deposit will be required to be made with
reference to the income arising to a depositor in a foreign
country, where the laws of the foreign country prohibit or res-
trict the remittance of money to India.

(ii) Individuals who are aged more than 60 years on the
last day of the financial year or any other accounting year re-
levant to the assessment year, will not be liable to penal tax
(additional income-tax) tor the assessment year 1968'-69 and
subsequent years, for failure to make an arnuity deposit or for
making a short deposit. It will be entirely optional for them
to make any annuity deposit or not. Under the existing law,
the age limit in this behalt is 70 years.

(iii) No penal tax will be chargeable in any case for failure
to make the deposit where the amount of the deposit required
to be made does not exceed Rs. 100. Penal tax will also not be
chargeable in any case where the deposit actually made falls
short of the deposit required to be made by an amount not
exceeding 10 per cent thereof or Rs. 100, whichever of the two
amounts is higher.

Proposed ameudments to the Income-tax Act, and
amendments to the Weaith-tax Act, Gift-iax Act
and Companies (Profits) Surtax Act, regarding
connected matters.

The Bill proposes to make several amendments to the
Income-tax Act, 1961 and also certain amendments to the
Wealth-tax Act, 1957, the Gift-tax Act, 1958 and the Compa-
nies (Profits) Surtax Act, 1964, regarding connected matters.
The objects underlying the main amerdments to the Inco.ne-
tax Act are to provide tax incentives for increased savings and
investment, development and growth of industry, inter alia
for augmenting our foreign exchange resources and facilitating
the rehabilitation of displaced persons and repatriates, and ra-
tionalisation and simplification of the provicions of the law
relating to the computation of the total income or of the t_ax
due thereon. Some of these provisions seek to grant tax relief
in certain directions. A few other provisions relate to miscel-
laneous matters..

The main features of these provisions are explained »are-
inbelow.

(a) Provisions for encouraging savings and investment,

Ralsing the limit of the maximum amount of personal
savings in Iife insurance, provident funds, etc., quali-
tying for tax relief in the case of individuals and Hindu

undivided families, ‘

1
At present, the maximum overall amount of savings in the
form of life insurance, contributions to Government or recog-
nised provident funds, deposits in a 10-year or 15-year cumu-
lative time deposit account in the Post Office, etc., in the case
of individuals is 25 per cent of the total income of the indivi-
dual or Rs. 12,500, whichever is less. In the case of Hindu
undivided families, the maximum amount of savings ‘through
life insurance, qualifying for tax relief is 25 per cent of the
total income of the family or Rs. 25,000, whichever is less. In
order to encourage savings through these media in larger
amounts, it is proposed to increase the abovementiongd. limit
of 25 per cent of the total income in the cases of individuals
as well as Hindu undivided families, by 5 per cent, to 30 per
cent. The alternative monetary limit is also proposed to be
raised, in the case of individuals, from Rs. 12,500 to Rs. 15,000,
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and in the case of Hindu undivided families, from Rs. 25,000
to Rs. 30,000.

This provision will be effective for and from the assess-
ment year 1968-69.

Exemption from tax in respect of dividend income receiv-
ed by any assessee from an Indian company, where the total
dividend income of the assessee does not exceed Rs. 500
in the year.

With a view to encouraging investment in shares in Indian
companies by the middle income group, it is sought to provide
that where the total amount of the dividend income of any
assessee during the year does not exceed Rs. 500, the whole of
the dividend income from Indian companies, included therein,
will be allowed as a deduction in computing the taxable income
of the assessee.

This provision will have effect for the assessment year 1968-
69 and subsequent years.

(1) Developmental Incentives.

Continuance of the existing exemption from tax, of income
from business of live-stock breeding or pouliry or dairy
farming, beyond the assessment year 1967-68, for an indefi-
nite period.

At present, assessees deriving income from the above-men-
tioned businesses are exempt from tax on such income for three
assessment years from 1965-66. This exemption, which ig
available up to the assessment year 1967-68 only, is proposed
to be continued further for an indefinite period, in view of the
continuing reed of our country for the development and growth
of such industries to supplement our food resources.

Tax concessions for promoting tourism in the country.

It is proposed to provide the following tax concessions to
promote tourism in our country in order, inter alia, to augment
our foreign exchange earnings :—

(i) An Indian company carrying on the business of a hotel
will be entitled to deduction for initial depreciation allowance,
in the computation of its business profits, in respect of a hotel
building which is owned by it and the erection of which is com-
pleted after March 31, 1967. The initial depreciation allowance
will be calculated at 25 per cent of the actual cost of erection
of the building to the Indian company. The actual cost of
the building will not be reduced by the amount of such initial
depreciation allowance for the purpose of calculating its written
down value on which normal depreciation allowance will be
admissible to the company. However, the aggregate of the
amount of depreciation allowances year after year (including
the initial depreciation allowance) will be limited to the actual
cost of the building,. :

The above-mentioned initial depreciation allowance will be

admissible only where the hotel in respect of which the allow- -

ance is claimed is approved for this purpose by the Central
Government.

(ii) The business of an Indian company carrying on the
business of a hotel approved by the Central Government will be
treated as a ‘priority industry’ for the purposes of the Income-
tax Act. Accordingly, new machinery or plant installed byut::
Indian company in such a hote] after March 31, 1967, Wit the
eligible for deduction on account of development rebate th: or
higher rate of 35 per cent of the cost thereot, as against ot
mal rate of development rebate of 20 per cent, in the ca
industries other than priority industries.

Further, an Indian company carrying on the bulg:e:nlﬂﬁe :
hotel approved by the Central Government, will also D2 rom the
to a deduction of 8 per cent of the profits derived by
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hotel, in the computation of its taxable income. This deduction
will be available for and from the assessment year 1968-69.

(iii) The existing condition in the Ircome-tax Act that in
order to be entitled to the S-year “tax holiday’ concession, the
Indian company running the hotel should also be the owner
of the hotel premises will be removed wilh effect from the cur-
rent assessment year 1967-68. Further, the existing condition
(for the grant of the 5-year ‘tax holiday’ concession to an Indian
company running a hotel) that the hotel building should not
have been previously used for any other purpose will be re-
placed, with effect from the current assessment year, by the
cordition that the building should not have been previously
used as a hotel. These changes will facilitate the setting up
of new hotels by Indian companies in places of tourist interest
in buildings which have been taken by them on hire or on lease
or in buildings which have been previously used for resident'al
or other purposes.

(iv) Under the present law, where a motor car has been
acquired by an assessee for the purpose of his business after
February 28, 1966 at a cost exceeding Rs. 25,000, the excess of
the cost over Rs. 25,000 is ignored for the purpose of granting
deprecia}tion allowance in respect of the motor car. It is pro-
re-ed to provide that this provision will not apply in the case
of motor cars which are acquired by any assessee after March
31, 1967 and are run on hire for tourists. This provision will
have effect for and from the assessment year 1968-69.

- Provisions for enocouraging ‘scientific research in our
country.

Under the presert law, the amount of capital .expenditure
incurred by an assessee for scientific research related to his
business is allowed to be amortised against the profits from
the business over a period of five years, in equal instalments.

The assessee is also entitled to a deduction by way of develop- _

mernt rebate on new machinery or plant used by him for scien-
tific research in the year in which such assets are installed or

first put to use, at the general rate of 20 per cent of the cost

thereof.

In order to provide further incentives for promotion of
scientific research in our country, it is proposed to make th2
following provisions :

(1) New machinery or plant acquired and installed by an .

assessee after March 31, 1967 for the purpose of scientific re-

search related to his business will be eligible for development

rebate at the higher rate of 35 per cent of the cost thereof, as
is applicable under the existing law in respect of rew machinery
or plant installed in any of the specified priority industries.

(ii) The amount of capital expenditure incurred by an as-
sessee after March 31, 1967 for scientific research related to his
business will be allowed to be deducted in full in computing the

business profits of the year in which such expenditure is in-
curred.

The above-mentioned provisions will be effective for and
from the assessmert year 1968-69.

Provisions for the grant of rehabilitation allowance and
certain other tax oonoessions for facilitating the recons-
truction or revival of industrial undertakings whose build-
ing, machinery or plant, etc. bave been damaged or destroy-
ed due to natural calamities, civil disturbance, accidental
fire or explosion or enemy action.

It is proposed to make provisions for granting the under-
mentioned tax concessions for facilitating the reconstruction or

-, revival of the business of an industrial undertaking in India

which is discontinued because of extensive damage to or des-
truction of its buildings. machinery, plant or furniture as a

direct result of natural calamities (flood, typhoon, hurricane, -

cyclone, earthquake, etc.) riot or civil disturbance, accidental
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fire or explosion or eremy action, whether with or without a
declaration of war :—

(i) Where such business is re-established, reconstructed
or revived by the assessee within a period of three years from
the end of the year in which it was discontinued he will be
entitled to a deduction, by way of ‘“rehabilitation allowance,
in the computation of his profits of the year in which the
business is so re-established, re-corstructed or res
vived. The ‘rehabilitation allowance’ will be granted
in a sum equal to 60 per cent of ‘terminal allowance’ )
admissible to the assessee under section 32(1)(iii) of the In-
come-tax Act in respect of the damaged or destroyed building,
machirery or plant or furniture.

[f Terminal allowance' means the deduction allowable in
the year in which the building, machinery, plant or furni+
ture used in a busiress is sold, discarded, demolished or
destroyed. The allowance is equal to the net capital loss
incurred by the assessee in respect of such assets, i.e.,
the amount by which the salvage value or the insurance
moneys receivable in respect of such assets falls short
of their written down value.]

(ii) The unabsorbed business loss of the undertaking which
is discontinued in the circumstances stated hereinabove, will be
‘carried forward ard allowed to be set off against the profits of
the re-established, reconstructed or revived business up to a
period of eight years as reckoned from the year in which the
business was reconstructed, re-established or revived by the
assessee.

(iif) The condition that an industrial urdertaking will not
be eligible for the ‘tax holiday’ concession under the Income-
tax Act if it is formed by the splitting up or re-construction of
a busiress already in existence, will not apply in the case of
an industrial undertaking which was discontinued and is sub-
sequently revived or reconstructed as stated above.

The above-mentioned provisiors apply only in the case of
an industrial undertaking which manufactures or produces
articles. The provisions will take effect from the assessment
year 1967-68.

Enlargement of the scope, and liberalisation, of the pros
visions in the Income-tax Act relating to the ‘tax holiday’

concession in the case of new industrial undertakings and
hotels.

The undermentioned changes are proposed to be made in
the provisions in the Income-tax Act relating to the 5-year ‘tax
holiday’ in the case of newly set-up industrial undertakings
owned by any assessee and hotels owned by Indian companies.
(The ‘tax holiday' consists of exemption from tax of profits
derived from the undertaking or the hotel, up to six per cent
per anrum of the capital employed therein, for five successive
years—-seven years in the case of a co-operative society—com-
mencing from the year in which the undertaking goes into pro-
duction or the hotel starts operating):—

iV Undertakirgs operating a cold storage plant, and Indian
companies deriving profits from a ship (which, before its ac-
quisition by the company, was not used in Indian territorial
waters by a person resident in Irdia) will also be eligible for
the ‘tax holiday’. This provision is proposed to be made effec-
tive from the commencement of the Income-tax Act, 1961, ie.,
from 1-4-1962.

(ii) In the case of a hotel run by an Indian company, the
condition that the ‘tax holiday’ will be available only where
the hotel building is owned by the company is proposed to be
removed with effect from the current assessment year, The
further condition that the hotel building should not have been
used previously for any purpese is sought to be replaced by the

condition that the building should not have been used previous-
ly as a hotel.

(iif) As irdustrial enterprises are generally ‘not in a posi-

'
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tion to have adequate profits in the initial years, they are,
aften, not able to avail, in full, of the benefit of the ‘tax holi-
day’. In order to make the ‘tax holiday’ concession more mean-
ingful in such cases, it is proposed to allow a carry-forward ot
the amount of the ‘deficiency’ in the profits in relation to the
amount of 6 per cent of the capital employed, during each year
of the 5-year (in the case of a co-operative society, 7-year)
period of the ‘tax holiday’, to the succeeding year in that
period. The amount of the ‘deficiency,” so carried forward
from a year, will be added to the amount of six per cent of the
capital employed in the succeeding year and the assessee will
be entitled to exemption from tax in that year on his or its
profits to the extent of the aggregate of such ‘deficiency’ and
the amount of six per cent of the capital employed. Where
such ‘deficiency’ is not fully absorbed by the fifth year (seventh
year in the case of a co-operative society), the unabsorxbed
‘deficiency’ will be carried forward to the succeeding year and
in that year, the assessee will be exempt from tax on his profits
to the extent of such unabsorbed ‘deficiency’ and so on, for suc-
ceeding year, up to the eighth year as reckoned from the year
in which the undertaking commenced its operations or the ship
was first brought into use.

The above-mentioned provision will not apply in the case
of 3 unit where the 5-year or, as the case may be, the 7-year,
‘tax holiday’ period expired before the current assessment year,
1967-68. Further, any ‘deficiency’ relating to profits assessable
for any assessment year before the assessment year 1967-68
will not be carried forward. To illustrate, where, in the case
of a company manufacturing certain articles and closing its
accounts at the end of the calendar year, the calendar year 1965
{(i.e,, the ‘previous year’ relevant to the assessment year 1966-67)
was the fifth year from the year in which it commenced manu-
facture, the company will not be entitled to carry forward any
‘deficiency’ relating to that year or any earlier year, to the
assessment year 1967-68 or any subsequent year. But, in the
above example, if the year 1965 was the fourth year from the
year in which the company started manufacture, the company
will be entitled to carry forward its ‘deficiency’, if any, relating
to its profits of 1966, which are assessable for the assessment
year 1967-68, to the assessment year 1968-69. In so far as such
‘deficiency’ is not absorbed by the profits assessable for the
assessment year 1968-69, the company will be allowed to carry
forward the ‘unabsorbed deficiency’ to the next assessment year
and so on, uptil the assessment year 1970-71, that being the
eighth assessment year as reckoned from the assessment year

relevant {o the accounting year in which the company started
manufacture.

The provision in item (iii) above is proposed to be given
effect to for gnd from the assessment year 1968-69.

Tax concession to new industirial undertakings mainly em-
ploying displaced persons or repatriates,

In order to accelerate the pace of rehabilitation of displaced
persons from East Pakistan and repatriates from Burma, Cey-
lon, Mozambique and any other foreign country notified by the
Central Government, it is proposed to provide a tax concession
to newly set up industrial undertakings in India which provide
employment mainly to such displaced persons or repatriates.

The main provisions in the matter are as follows :

(i) Any assessee who derives profits from an industrial
undertaking, which satisfies certain conditions, and begins to
manufacture or produce articles in any part of India at any
time during the 3-year period April, 1967 to March 31, 1970,
will be entitled to a deduction, in the computation of his total
income, of an amount of 50 per cent of such profits, subject to
a maximum deduction of Rs. 1 lakh. This deduction will be
a_dmissible for ten successive assessment years, commencing
from the assessment year next following the accounting year
in which the industrial undertaking begins to manufacture or
produce articles.

(ii) In order to be eligible for the deduction referred to in
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(i) above, the industrial undertaking has to satisfy the fol-
lowing conditions :(—

(a) It should not be formed by the splitting up or recorns-
truction of a business already in existence or by the transfer

to it of a building, machinery or plant previously used for any
purpose.

(b) It should have a minimum number of 50 workers on
every working day during the year.

(c) The average number of displaced persons or repatriates
(including members of their families) employed by it on each
working day during every month in the year should be not less
than 60 per cent of the corresponding average number of all
persons employed in the undertaking. The assessee will be re-
quired to produce a certificate in this behalf from the prescrib-
ed authority.

The terms “displaced person” and “repatriate” have been
defined in the relevant provision, vide clause (1) and (9) respec-
tively, of section 80B in the proposed Chapter VI A of the
Income-tax Act, appearing in the Third Schedule, in item 13.

The above-mentioned provisions will take effect for and
from the assessment year 1968-69.

(c) Measures for rationalisation of certain provisions of
the law,

Provisions for facilitating distribution and allocation of
work amongst Income-tax Officers on a functional basis,
to expedite assessments and improve collection of revenue.

So far, the normal pattern of distribution and allocation of
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work amongst Income-tax Ofticers has been to assign to an In-
come-tax Officer all the furctions to be performed in respect
of a particular assessee or assessees within his jurisdiction. In
view of the position that under this ‘unitary’ system of working,
the Income-tax Officer having jurisdiction in respect of any
area or group of assessces has to perform all the functions of
an Income-tax Officer in relation to that area or those assessees,
such as assessment of the income (including issue of statutory
notices and determination of the tax liability), collection and re-
covery of the tax, and various other miscellaneous functions
(e.g., taking proceedings for the demand and collection of ‘ad-
vance tax’, giving effect to appellate orders, etc.), some of these
functions do not receive adequate and timely attention. Under
this system, the time and energy of experienced and capable
Income-tax Officers are also, to some extent, spent on compara-
tively minor functions, which can well be handled by oificers
having lesser experience. Some time back, we initiated a
pilot project in a few selected Income-tax Ranges to experi-
ment with the ‘functional’ system of distribution and allocation
of work amongst Income-tax Officers. Under the functional
system of working, distinctive functions in relation to the same
.case or group of cases, such as assessment, collection and re-
covery of taxes, and miscellaneous functions, are assigned to
different Income-tax Officers selected for such functions, hav-
ing regard to their experience, capability, aptitude and other
relevant administrative considerations. A recent appraised of
the results of this experiment has shown a marked improve-
ment, as compared with other Income-tax Ranges, in the matter
of expeditious disposal of assessmerts, speedy collection of re-
venue, as also improvement in public relations, through quick
disposal of assessments and claims for refund. The main ad-
vantages of the functioral system of working are (i) speciali-
.sation in functions; (ii) timely attention to, and due concentra-
tion on, all imporant functions thus avoiding a situation under
‘which the collection and recovery function or issue of refunds
due in consequence of appellate orders, etc., may not be prompt-
ly attended to; (ili) streamlining the flow of work amongst In-
.come-tax Officers (and also the ministerial staff in Income-tax
Offices), to bring about quicker disposal of assessments and
other proceedings, whereby the revenue due is collected well in
time and the risk of a part of it becoming irrecoverable, through
Japse of time, is minimised. Besides, the functional system of
working also enables the reduction of work in compilation of
tax statistics and maintenance of various registers and records,
as these can be compiled and maintained under the functional
system, for the Income-tax District or the Income-tax Range as
a whole, instead of for each Income-tax Officer, separately,
-which has to be done under the ‘unitary’ system.

In order to Iacilitate the allocation and distribution of
work amongst Income-tax Qfficers on the functional basis, it
is proposed to make specific provisions in the matter in the
Income-tax Act. The substance of the main provisions is as
follows: :

(i) Where two or more Income-tax Officers are ap-
pointed with referenice to the same area or the same assessees,
they will have concurrent jurisdiction in respect of that area
or those assessees, and will perform such functions in
relation to the sald area or assessees as the Commissioner, or
the Inspecting Assistant Commissioner of Income-tax autho-
rised by the Commissioner for this purpose, may specify, in a
general or special order in writing, for the allocation and distri-
‘bution of the work to be performed.

(ii) The existing provision in the Income-Tax Act, under
which the Board or the Commissioner is empowered to transfer
a case from one Income-tax Officer to another, will be enlarg-
ed in its scope to enable the transfer of a case from the juris-
diction of one or more Income-tax Officers to the transfer of
one or more other Income-tax Officers. Where such transfer
is made to two or more Income-tax Officers, they will per-
form such functions in relation to the case as the Board, or
the Commissioner, or. the Inspecting Assistant Commissioner
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authorised by the Commissioner for the purpose, may specify,

. in a general or special crder, in writing, for the allocation and

distribution of the work.

(iii) To erable the maximum utilisation of the existirn
manpower resources of the Income-tax Department and to
release Income-tax Officers for being deployed on compara-
tively important functions, the Commissioner will be en:-
powered to assign comparatively simple or minor funections of
an Income-tax Officer (such as work relating to “advarce
tax”, collection of tax in simple cases, giving effect o appel-
late orders, rectification of errors, etc.) to Inspectors or mem-
bers of the ministerial staff, by issue of a general or special
order, subject to such conditions, restrictions or limifation as
may be specified in such order. Where the Commissioner
seeks to assign the more important functions of an Income-
tax Officer, such as that of making assessments, reopening
assessments, levy of penalties, etc.,, to lower authorities, eg.,
where he seeks to authorise Inspectors of Income-tax to make
assessments in small income cases, he will be able to do so
only after he has been authorised by the Board in this behalf
by a general or special order, in writing.

In line with the concept of functional distribution of work
amongst Income-tax Officers, it is also proposed to make pro-
visions in the Income-tax Act, enabling the Board to distribute
and allocate work on the functional basis amongst two or
more Commissioners appointed for the same area or the same
assessees, and also enabling the Commissioner, similarly, 1o
allocate and distribute work on the functional basis amongst
two or more Inspecting Assistant Commissioners, appointed
for the same area or the same assessees.

Provisions on the lines stated above are also proposed to
be made in the Wealth-tax Act, 1957, the Gift-tax Act, 1958
and the Companies (Profits) Surtax Act, 1964, as the jurisdic-
tion of tax authorities under these Acts is linked with the
jurisdiction exercised by Income-tax authorities under the In-
come-tax Act. : .

Provisions for facilitating amalgamation of uneconomio
company units,

Under the present law, certain tax liabilities are attracted
in the case of a company merging with another company under
a scheme of amalgamation and, also, in the cases of the share-
holders of the ‘amalgamating company’ (i.e., the company
which merges into another company) who receive shares in
the ‘amalgamated company’ (i.e., the company in which the
enterprise of the other company is merged) in lieu of their
shareholdings in the amalgamating company. Some of these
tax liabilitles discourage amalgamations. For the purpose of
facilitating the merger of uneconomic company units with
other financlally sound Indian companies in the interests of
increased efficiency and productivity, it is proposed to make
the following provisions in the law:

(i) There will no computation of any ‘profit’ under .
section 41(2) of the Income-tax Act in the case of the amalga-
mating company with reference to the consideration receiv-
able by it in respect of any building, machinery or plant or
furniture transferred by it to the amalgamated company. [The
‘profit’ under section 41(2) of the Income-tax Act is the excess
of the sale proceeds or moneys receivable by the assessee in:
respect of any building, machinery or plant or furniture, over
the written down value thereof, to the extent of the deprecia~
tion allowance actually granted on such assets.] As a corollary
to this, there will also be no computation, in the case of the
amalgamating company, of any ‘terminal allowance' (ie., the
allowance for the net capital loss, if any, suffered on the
transfer of any asset eligible for depreciation) in respect of
such assets. ’

(ii) As a corollary to the provision at (i) above, the
actual cost, as also the written down value of the building,
machinery, plant or furniture transferred by the amalgamating
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company to the amalgamated company will be taken, in the
assessment of the amalgamated company, to be the same as
in the case of the amalgamating company. Further, for the
purpose of the provision in the Income-tax Act that the aggre-
gate amount of depreciation allowed from year to year in

~respect of any asset will be limited to its actual cost, the dep-
reciation actually allowed to the amalgamating company on
the assets transferred by it to the amalgamated company will
also be taken into account. In other words, when the aggre-
gate of the depreciation allowed to the amalgamating company
and the amalgamated compauy in respect of such assets is
equal to the actual cost of the assets in the hands of the amal-
gamating company, the amalgamated company will not be en-
titled to any further depreciation on such assets.

(iii) Where the amalgamatirg company transfers to
the amalgamated company any capital assets used by it for
scientific -research related to its business or for promoting
family planning amongst its employees or any capital assets
of the nature of patent rights or copyrights, the amalgamated
company will be entitled to amortise the capital cost of such
assets against its profits, under the existing provisions of the
law in this behalf, as if the amalgamation had not taken place.

(iv) No capital gains or loss will be computed in the
case of the amalgamating company in respect of any capital
assets transferred by it to the amalgamated company.

~(v) For the purpose of computing, in the case of the
amalgamated company, any capital gains or loss ir respect -of
assets which were transferred to it by the amalgamating com-
pany and are subsequently sold or otherwise transferred by
the amalgamated company to any other person, the ‘cost of
acquisition’ of such assets will be taken to be the same as in
the hands of the amalgamating company.

(vi) The shareholders in the amalgamating company
receiving shares in the amalgamated company in lieu of their
original shareholdings will be liable to tax on capital gains only
at the stage when they sell or otherwise transfer the shares in
the amalgamated company and realise any capital gains
thereon. Such capital gains will be computed by taking the
‘cost of acquisition’ thereof to be the cost of acquisition of the
shares in the amalgamating company.

‘ (vii) An amalgamating company which is a closely-
held company will not be liable to any gift-tax in respect of
the value of the assets transferred by it to the amalgamated
company. (Widely-held companies are already exempt from
gift-tax under the Gift-tax Act).

The above-mentioned provisions will apply only in a case
where the amalgamated company is an Indian company. These
provisions are sought to be given effect to for and from the
assessment year 1967-68,

It is also proposed to redraft the definition in the Income-
tax Act of the term ‘amalgamation’ in relation to cempanies
in order to remove doubts in its interpretation and to rationa-
lise it. The new definition clarifies that the term “amalgama-
tion” includes not only the merger of two or more companies
to form ore company but also the merger of one or more com-
panies with another existing company. The existing definition
of the term *“amalgamation” provides that shareholders hold-
ing not less than nine-tenths in value of the shares in the
amalgamating company should become shareholders of the
amalgamated company by virtue of the amalgamation. This
condition excludes from the purview of the term “amalgama-
tlon” the case of a merger of a subsidiary company with its
parent company. This is because upon such a merger, the
above-mentioned condition cannot be satisfied. It is, therefore,
proposed to provide that in applying this condition, the shares
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already held by the amalgamated company or its subsidiaries
in the amalgamating company immediately before the amalga-
mation will not be taken into account.

Provision for enabling disclosure of information re-
garding income-tax assessees to other tax authorities of
the Central Government, tax authorities of state govern-
ments or authorities administering the Foreign Exchange
(Regulation) Act, 1947, without the requirement of mak-
ing individual applications for such information.

Section 138 (1) of the Income-tax Act enables the disclo-
sure, by the Commissioner of Income-tax, of any information
regarding the income-tax assessment of any assessee to any
.person who makes an application to him in this behalf. (The
information so asked for in the application is given where the
Commissioner is satisfied that it is in the public interest to
furnish it). The requirement urder this provision of making
applications in Individual cases for obtaining information
-stands in the way of a geheral exchange of information by the
Income-tax Department about tax evaders, with other tax
authorities or enforcement authorities functioning under Cen-
tral Acts or with the tax authorities of the state govern-
ments. Where other tax authorities have no knowledge of a
particular income-tax assessee, they are also not in a position
to obtain any information from the Income-tax Department
about such assessee because, under the present provisions of
section 138(1) of the Income-tax Act, they can obtain the in-
formation only by making an application to the Commissioner
of Income-tax for it, idertifying the assessee and specifying
the particular points on which the information is required by
them. It is proposed to make a provision in section 138(1) of
the Income-tax Act to remove these difficulties. Under this
provision, the Board, or ary other Income-tax authority autho-
rised by it in this behalf, will be enabled to disclose informa-
tion relating to income-tax assessees to authorities funection-
ing under ary tax law or to authorities administering the For-
eign Exchange Regulation Act, 1047 or to any other authority
functioning under any other law as may be rotified by the
Central Government, without any application for this purpose
from such authorities. The information will be furnished if,
in the opinion of the Board or other income-iax authority, the
disclosure of information is necessary to enable the authority
or authorities mentioned above to performm their functions
under the law.

Provision to enable corporations, set up under a Cen-
tral Act and exempt from tax on their income mnder any
law for the time being in force, to receive their income
without deduction of tax therefrom at source,

The Government and the Reserve Bank of India are en-
titled, under the existing provisions of section 196 of the In-
come-tax Act, 1961, to receive interest on securities and divi-
dends on shares, owned and held by them beneficlally, with-
out any deduction of tax at source therefrom. It is proposed to
extend the scope of this provision to cover corporatiorns which
are set up under a Central Act and are exempt from tax on

. their income under any law for the time being in force (such

as the Industrial Develupment Bank of India). Income other
than interest on securities, such as interest on deposits, com-
mission and brokerage, is also proposed to be brought under
the purview of the exemption conferred by the above-men-
tioned provision.

(d) Measures for simplifying tax calculations under the
Income-tax Act. :

It is proposed to amend or replace some of the existing
provisiors in the Income-tax Acrt in order to simplify tax cal-
culations. The provisions which are sought to be replaced are,
inter alia, those which provide for the grant of tax relief, by
way of full or partial rebate of tax, calculated at the average
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rate of tax applicable to the total income of the assessee, on
the incomes or payments qualifying for rebate, Some instances
of such ircomes are certain incomes of co-operative societies,
dividends received by the member of a co-operative society
from the society, ‘tax holiday’ profits, dividends. attributable
to the ‘tax holiday’ profits of the company paying the dividends
which enjoy rebate of tax at the full average rate of tax ap-
plicable to the total income of the assessee, and inter-corpo-
rate dividends, which enjoy a partial rebate of tax in the
hands of the company receiving the dividends. Some of the
other provisions which are sought to be replaced are those
which provide for the levy of tax at a concessional rate of tax,
such as capital gains in the case of non-corporate assessees,
where the’®computation of tax is based on various average
rates of tax applicable to particular components of the asses-
see’s {otal income. The calculation of these rebates and reliefs
with reference to the average rate of tax applicable fo the
total income of an assessee inevitably results in complications
in calculations, and also makes it difficult for the common tax
payer to comprehend his tax liability readily. The provisions
which are proposed to be made in replacement of these, seek
to allow a deduction, in the computation of the total income
ol the assessee, of the whole or a specified percentage of the
income at present qualifying for rebate of tax. In the case of
incomes which are at present chargeable to tax at concessional
rates, e.g. capital gains and income by way of compensation
for termination of managing agency, etc. in the hands of non-
corporate assessees, the new provisions seek to allow a deduc-
tion, in the computation of the total income of the assessee, of
a specified percentage of such incomes. Under the new provi-
sions, the incidence of tax has been maintained, to the extent
it was possible consistently with the objective of simplitica-
tion of tax calculations, at more or less, the same level as
under the existing provisions. Some difference in the incidence
of tax under the existing and the proposed new provisions is,
however, Inevitable, because under the scheme of grant of re-
bate of tax, the incomes qualifying for the rebate form part
of the taxable income, whereas under the scheme of straight
deduction of the whole or part of such incomes, the deduction
has the effect of reducing the assessee’s income in the upper-
most slabs, which bear tax at high rates.

The substance of the proposed provisions as well as soimne
of the more important consequential provisions, is explained
in the following paragraphs. These provisions are sought to be
given effect to, prospectively, from the assessment year 1968-
69, except for the provision mentioned below.

Simplification of the computation of income from self-
owned and self-occupied house property:— Under the present
law, the income from self-owned and self-occupied house property
is calculated with reference to its annual value (in practice,
{ts municipal valuation) as reduced by 50 per cent. thereof or
Rs 1,800, whichever is less. The annual value so reduced is
further limited to 10 per cent. of the total income of the asses-
see, and any excess over that limit is ignored. The prescrip-
tion of the above-mentioned limit of 10 per cent. of the total
income of the assessee gives rise to certain complications in
‘calculations. This is because the total income itself comprises
the net assessable Income from the self-owned and self-ozcu-
pied house property, which is to be arrived at by making vari-
ous deductions from its annual value, referred to above, such
as the allowance for repairs at one-sixth of the annual value,
and other expenses such as ground rent and interest payable
on the mortgage, if any, of the property. In view of this posi-
tion. the income from self-occupied house property in such
cases is computed under a formula derived from an algebraic
equation. In recent years, the application of this formula has
given rise to certain complications because of introduction of
provisions in the Income-tax Act for the allowance of certain
deductions, the amount of which varies with the magnitude of
the total income e.g. the deduction of annuity deposit which is
caleculated at the prescribed rates on the adjusted total income
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of the assessee. and the deduction of a specified percentage of
approved savings qualifying for tax relief.

In order to resolve the difficulty mentioned above, it is

'proposed to provide that the annual value of self-owned and

self-occupied house property will be limited to 10 per cent. of
the assessee’s other income (i.e. income other than that from
the self-owned and self-occupied house property) as computed
before making any deduction under Chapter VIA of the In-
come-tax Act or for arnuity deposit. The deductions admis-
sible under Chapter VIA of the Income-tax Act, inter alia,
comprise the deduction of a specified percentage of the
amount of savings through life insurance, Government or re-
cognised provident funds, ete. qualifying for tax relief, deduc-
tion for expenditure incurred by resident individuals or Hindu
undivided families on the medical care of handicapped depzn-
dants, ete. It is proposed to give effect to the above mentioned
provision for and from the assessment year 1967-68.

New provisions for deduction, in the computation of the
iotal income, of the full amount of incomes at present qual.fy-
ing for rebate of tax: In the following cases, it is sought to
provide for a deduction, in the computation of the total in-
come, of the full amount of income qualifying under the exist-
ing law for a rebate of tax:—

(i) Income of an authority constituted under any law
for the time being in force for marketing of com-
modities.

(ii) Incomes derived by co-operative societies, to the ex-
tent to which these qualify for rebate of tax at
present.

(iii) Dividends received by the member of a co-operative
society from the society.

(iv) ‘Tax holiday’ profits (coverirg also the element of
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‘deficiency’ or ‘unabsorbed deficiency’ referred to
hereinabove) from newly set up industrial under-
takings owned hy any assessee and hotels and ships
ownsed hy Indian companies.

(v) In the mme of any shareholder of a company, divi-
dends sttributable to the ‘tax holiday’ profits of
the company.

New provisions for deduction, in the compulation of the
total income of a specified percentage of the incomes or pay-
ments qualifying for rebate of tax: The substance of these pro-
visions is stated below.

Allowance in the case of foreigners resident in India for
the full time education of their dependent children abroad:
Under the existing law, foreigners who are resident in India
and incur expenditure for the full time education of their de-
pendent children abroad are entitled to a rebate of tax, calcu-
lated at the average rate of tax applicable to their total in-
come, on a sum of Rs. 2,000 per child, up to iwo children. The
amourt qualifying for the rebate is limited to 25 per cent. of
the total income of the assessee.

Under the proposed provision, the assessee will be entitled
to a deduction, in the computation of his taxable income, of an
amount of Rs. 1500 for each child, up to two children
maximum amount of the deduction will, thus, be Rs. 3,000,

Tax relief in respect of donations for charitable purposes,
etc.: Under the existing law, companies are entitled to a re-
bate of tax on the qualifying amount of donations to the Na-
tional Defence Fund, the Jawaharlal Nehru Memorial Fund,
donations for charitable purposes or for the repair or renova-
tionr of temples, mosques, gurdwaras, etc. notified by the Cen-
tral Government to be of historic, archaeological or artistic
importance or to be places of public worship of renown, at the
average rate of tax or at the rate of 27.5 per cent., whichever
is less. In the case of non-corporate donors also, the rebate of
tax on such dorations is calculated at the average rate of tax
applicable to their total income, subject to a maximum rebate
of 50 per cent. of the qualifying amount of the donations.

Under the proposed new provisions, corporate as well as
non-corporate donors will be allowed to deduct 50 per cent.
of the qualifying amount of the donations in the computation
of their total income. The new provision will also apply to

donations made by any assessee to the Prime Minister’s Drought '

Relief Fund. Such donations will, as in the case of donations
to the National Defer.ce Fund and Jawaharlal Nehru Memorial
Fund, not be subject to the ceiling limits applicable in the case
of donations to institutions set up for charitable purposes, and
60 per cent of the whole of such donations will be allowed as a
deduction in computing the taxable income of the donor.

Inter-corporate dividends. le. dividends received by any
company from a domestic company: Under the existing law,
inter-corporate dividends are eligible for a partial rebate of
fax. The amount of such rebate is equal to the difference be-
tween (a) the tax calculated on the inter-corporate dividends
at the average rate of tax applicable to the total income of the
recipient company and (b) the tax calculated on the dividends
at 25 per cent thereof (15 per cent, where the recipient of the
dividend is a foreign company and the compary paying the
dividend is a closely-held Indian company, mainly engaged in
specified priority industries).

The aboce mentioned provisions are sought to be replaced
by provisions for the allowance of a deduction, in the com-
putation of the total income of the company, of an amount

calculated at the followmg percentages of the inter-corporate -

dividends:

(a) Dividends received by a foreign com- 80 per cent of
pany from a closely-held Indian com- such dividends
pany mainly engaged iIn specified
priority industries,

(b) Dividends received by 3 foreign 60 per cent of
company from any domestic company such dividends
(ather than an Indian company of the
type referred to at (a) above) and
dividends received by any domestic
company from any other domestic
company. .

Dividends received by am Indian company from a foreign
company on shares in it allotted to the Indian company in
consideration of supply of technical ‘know-how’ or technical
services: Under the existing law, Indian companies are en-
titled to a partial rebate of tax on such dividends calculated
in the same mannet as in the case of inter-corporate dividends
referred to above. After allowance of the rebate, the effective
rate of tax, in the generality of cases, works out to 25 per cent
of such dividends.

Under the proposed new provision, Indian companies will
he allowed a deduction of 60 per cent. of such dividends in the
computation of their total income,

Royalty, commission, fees. ete. received by an Indian
company from a foreign company ‘in consideration of supply
to the foreign company of technical ‘know-how’ or technical
services: Under the present law, Indian companies are entitled
to a partial rebate of tax on such income in the same manner
as in respect of dividends received by them from any domes-
tic company. After the grant of such rebate of tax, the effec-
tive rate of tax on such income in the generality of cases, is
25 per cent.

Under the new provision, it is proposed to allow a deduc-
tion of 60 per cent. of such income in the computation of th2
total income of the Indian company.

Provisions relating to incomes chargeable to tax at
present at concessional rates of tax.

The existing and the proposed new provisions relating to
such incomes are dealt with below.

Income by way of compensation on terminaton of manag-
ing agency etc. in the case of non-corporate assessees: Under
the existing law. the tax payable on the total inrcome including
such compensation is the aggregate of—(a) the tax calculated
on the assessee’s ordinary income (i.e. income other than com-
pensatiqn) at the average rate of tax applicable to such ordi-
nary income; and (b) the tax calculated on the income by
way of compensation at the average rate of tax applicable to
the aggregate of the assessee’s ordinary income and one-third
of the amount of such compensation.

1t is proposed to replace the above mentioned provision by
a provision for the allowance of a deduction, in the computa-
tion of the total income of the assessee, of an amount equal to
25 per cent of the income by way of compensation, subject to
a maximum deduction of Rs. 1,00,000,

Capital gains In the case of non-corporate assessees:—
Under the present law, capital gains are classified, for pur-
poses of tax, into two categories. One of these is ‘short-term’
capital gains, ie., capital gains relating to capital assets which
were held by the assessee for a period not more than twelve
months. The other one is ‘long-term’ capital gains. i.e., gains
relating to capital assets held by the assessee for more than
twelve months.

‘Short-term’ capital gains:—Where the total income in-
cludes ‘short-term’ capital gains, the tax payable on the total
income, under the present law, is the aggregate of—(a) tax
calculated on the assessee’s ordinary income (i.e., income other
than capital gains) at the average rate of tax applicable to such
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jncome and (b) tax calculated on the ‘short-term’ capital
gains at the average rate of tax, applicable to the total income
(including the ‘short-term’ capital gains).

Thus, under the present law, while the ‘short-term’ capital
gains included in the total income are chargeable to tax at the
rates applicable to the total income, the ordinary income of the
assessee is chargeable to tax at a concessional rate. The pre-
sent law also bars the set off of losses relating to ‘short-term’
capital assets, in a year, against the assessee’s ordinary in-
.come in that year. Such losses are carried forward to succeed-
ing years ard set off against ‘short-term’ capital gains only.

It is now proposed to remove the above mentioned pro-
vision for charging the ordinary income of an assessee having
‘short-term’ capital gains, at a concessional rate. The effect
:of this will be that in such cases, tax will be chargeable on the
whole of the total income (including the ‘short-term’ capital
gains) at the appropriate rate of tax applicable to it. As a
corollary to this, it is proposed to allow losses relating to ‘short
term’ capital assets, in a year, to be set off against the asses-
.see’s ordinary irncome in that year,

‘Long-term’ capital gains: Such capital gains are again
.classified into two categories, viz., (a) gains relating to lands or
buildirgs or rights therein and (b) gains relating to other
‘Jong-term’ assets.

Under the present law, no tax is chargeable on ‘long-term’

.capxtal gains where the assessee’s total income (mcludmg such

gains) does not exceed Rs. 10,000. Further where the total in-
come exceeds Rs. 10,000 but the ‘long-term’ capital gains do
not exceed Rs. 5,000, o tax is chargeable on such gains. Where
the total income exceeds Rs..10,000 and the ‘long-term’ capital
gains also exceed Rs. 5,000, the excess is chargeable to tax. In
such a case, the tax chargeable on the total income under the
preserit law is the aggregate of—

(a) the tax calculated on the total income as reduced by
the ‘long-term’ capital gains, at the average rate of tax appli-
.cable to the reduced total income; and

(b) The tax on the chargeable gains (ie., ‘long-term’
capital gains reduced by the first Rs. 5,000 thereof), calculat-
ed—

(1) on the ‘chargeable gains' relating to lands or buildings
.or any rights therein, at three-fourths of the average rate of
tax referred to at (a) above; and

(i) on the ‘chargeable gairs' relating to other assets at
.one-half of the average rate of tax referred to at (a) above.

The above _nientidned provisions result in considerable
complications in tax calculations. In order to simplify the cal-
culations, the following new. provisions are proposed to be
‘made: .

(1) Where the assessee's income from all sources, includ-
ing ‘long-term’ capital gains does rot exceed Rs. 10,000, the
‘long-term capital gains will be allowed as a deduction in com-
puting thé assessee’s total income.

(2) Where the assessee’s income from all sources (includ-
ing the ‘long-term’ capital gains) exceeds Rs. 10,000, the
.assessee will be allowed a deduction, in the computation of his
‘total indome, of—

(a) in respect of ‘long-teym’ capital gains relating to lands
.or buildings or any rights therein, the first Rs. 5,000 of such
gains plus 40 per cent. of the balance, if any;

(b) in respect of ‘long-term’ capital gains relating to other
assets, the first Rs, 5,000 thereof (only in-so far as such deduc-
tion has not been availed of under (a) above) plus 60 per cent.
«f the balance, if any.

Aneillary provisions, consequential to the mew pre-

visions for deductions, in replacement of the existing pre-
visions for full or partial rebates of tax or levy of tax at
concessional rates:

Some of the main ancillary provisions referred io above
are as follows:—

(i) The total amount of the special deductions admissible
to an assessee in the computation of his total income will be
limited to the total amount of his income from all sources, as
computed before making such deductions.

(ii) Where a firm, association of persons or body of in-
dividuals has availed of any such deductions in the computa-
tion of its total income, the partners of the firm or members
of the association or body will not be entitled to claim the
same deduction in respect of their share in the same income.
For imstance, where a registered firm's total income includes
‘long-term’ capital gains in respect of which the firm has
availed of the deductions mentioned in the preceeding para-
graphs, the partners of the firm will not be entitled to claimy
such deduction against their share in the income of the firm,
in the computation of their individual taxable income.

(iif) Under the system of grant of rebates of tax, the in-
come qualifying for the rebate forms part of the total income
of the assessee. Such income is, therefore, taken into account
for various purposes of the Income-tax Act, e.g., for determin-
ing whether a ‘closely-held’ domestic company is mainly en-
gaged in industrial activities, or determining the ‘distribut-
able’ income of such a company. In order to maintain this
position, provisions are proposed to be made to secure that the
total income of the assessee, as computed before making the
special deductions, will be taken into account for such pur-
poses,

(e) Provisions fer tax relief in certain directions.

Provisiens for granting relief to industry in respect
of the additional rupee cost incurred by it, due to deva-
luation of the rupee, on eapital assets imported by it from
_abroad before the date of devaluation oa deferred pay-
ment terms or against fereign leams.

The former Minister of Finance had announced, in the
statement made by him in the Lok Sabha on November 21,
1966, certain measures for providing relief to assessees in res-
pect of the additional rupee cost incurred by them due to
devaluation of the rupee on capital assets imported by them
from abroad, before the date of devaluation, on deferred pay-
ment terms or against foreign loans. The Bill proposes to make
necessary provisfons in the Income-tax Act to implement the
announcement. The substance of the main provisions proposed
to be made in the matter is as follows:

(i) The original actual cost of machinery or plant ang
other capital assets eligible for depreciation alowance will be
allowed to be written-up in the previous year in which the
date of devaluation falls, by the additional rupee cost incurred
in respect of such assets due to devaluation, and depreciation
allowance, but not development rebate, will be granted with
reference to the cost so written-up.

(h) The original cost of a capxtal asset used by an asses-
see for scientific research related to his business, as well as of
capital assets used by a corporate assessee for promoting
family planning amongst its employees, will also be allowed to
be written-up similarly by such additional rupee cost, and
amortised against the profits over a period of years, in ac-
cordance with the existing provisions in the matter in the In-
come-tax Act.

(iif) The amount of the capital expenditure incurred by
an assessee in acquiring patent rights or copyrights from
abroad prior to the date of devaluation will also be allowed to
be written-up by the additicnal rupee liability incurred by th=
assessee in respect thereof due to devaluation, and the ex-
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penditure so written-up will be allowed to be amortised against
profits over a period of years, in accordance with the existing

provisions of the Income-tax Act.

(iv) Where a capital asset acquired by an assessee from
-abroad before the date of devaluation is sold or otherwise
transferred by him after the date of devaluation, the capital
gains or loss, as the case may be, in respect of such asset will
be computed with reference to the original cost of the asset as
written-up by the additional rupee cost, if any, itcurred by the
assessee due to devaluation. ‘

It is also proposed to provide that, conversely, where the
rupee liability of an assessee in respect of any capital asset
referred to hereinabove, imported from a foreign country on
deferred payment terms or against foreign loans, is reduced
due to an increase in the rate of exchange of the rupee in re-
lation to the currency of the foreign country (say, due to the
devaluation of the currency of the foreign country), the ori-
ginal cost of such assets will, for the purpose of grant of depre-
ciation allowance or amortisation against profits, be reduced
to the extent of the amount by which the assessee’s rupee
liability has been brought down.

The above-mentioned provision will have effect for and
from the assessment year 1667-68.

Tax relief in respect of donations .to the Prime
Minister’s Drought Relief Fund.

It is proposed to make a provision to secure that dona-
tions made by any assessee to the Prime Minister’s Drought|
Relief Fund qualify for tax relief in his income-tax assessment
in the same maner as donations to the National Defence Fund
or the Jawaharlal Nehru Memorial Furd. i.e., without applying
any ceiling limit to the amount of such donations qualifying
for relief. (The ceiling limit on the amount of donations for
charitable purposes, qualifyirg for tax relief is 10 per cent.
of the total income of the donor or Rs. 200,000, whichever is
less).

The above-mentioned provison will be effective for and
from the assessment year 1967-68, and will, thus, cover dona-
tions made to the Prime Minister’s Drought Relief Furd during
the -preceding financial year or any other accounting year re-
levant for the current assessment year.

Tax relief in respect of remuneration received from
foreign sources by resident individuals of Indian citizen-
ship for serving in foreign universities and other educa-
tional institutions as professors, teachers or research
workers,

At present, Indian professors, teachers or research work-
ers, who work for a short period during a financial year in a
foreign university or other educational institution, are lable
to Indian tax if they remain ‘resident’ in India for tax purposes
in that year, on the whole of the remuneration received by
them from the foreign university, or other educational institu-
tion, without any allowance for the expenditure incurred by
them out of such remureration for meeting higher living costs
and other essential expenditure in the foreign country. To
relieve this hardship, it is proposed to allow a deduction, in
the computation of their taxable income, of 50 per cent of the
remuneration received by them from a university or other edu-
caticnal institution of any approved association or body, es-
tablished outside India. However, where the Indian professor,
teacher or research worker renders continuous service
abroad for more than thirty-six months, the remuneration re-
ceived by him for any period of service after the expiry of the
said thirty-six months, will not qualify for the above-mention-

ed deduction.
It is proposed to give effect to the above-mentioned pro-
vision for and from the assessment year 1066-67.
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IV. Amendments to the Wealth-tax Act, the Giit-tax
Act and the Companies (Profits) Surtax Act.

The proposed amendments to the above-mentioned Acts, in
so far as they relate to matters connected with the proposed
amendments to the Income-tax Act, have been dealt with in ear-
lier sections relating to provisions for facilitating the distri-
bution of work in the Income-tax Department on the ‘functio-
nal’ basis, and relating to exemption of a ciosely-held company
from gift-tax, when it is amalgamated with an Indian company.
The only other amendment proposed to be made to the Wealth-
tax Act, 1957 is explained in the following paragraph.

Provisions for taking powers for the Central Government
to declare any statutory corporation as a ‘company’ for the
purposes of wealth-fax.

For the purposes of income-tax, a statutory corporation
i.e., a corporation set un under any Central, State or Provincial
Act, is treated as a “company”, where it is declared to be so
by the Board under terms of section 2(17) (ii) of the Income-tax
Act. There is, however, no such provision in the Wealth-tax
Act. In accordance with recent rulings of courts, a statutory
corporation is liable to be assessed to wealth-lax in the status
of an ‘individual’. To remove this anomalous position, it is
proposed to amend the definition of the term “company” in the
Wealth-tax Act to take powers for the Certral Government
to declare a statutory corporation as a ‘company’ for the pur-
pose of wealth-tax. This amendment is sought to be given
effect to retrospectively from the commencement of the Wealth-
t.::lx Act. The effect of the declaration of a statutory corpora-
thn as a ‘company’ under this provision will be that, in common
with a company formed and registered under the Companies
Act, 1956, the statutory corporation will be liable to wealth-tax
for the assessment years up to 1959-60 at the concessional rate
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of } per cent of its net wealth, and will be exempt from wealth-
tax for subsequent assessment years.

V. Miscellaneous amendments and provisions,

Extention of the existing 5-year exemption of the Deposit
Insurance Corporation from tax on its income, by a further
period of five years from the assessment year 1968-69 to
1972-13,

The Deposit Insurance Corporation, which was established
on January 1, 1962, under the Deposit Insurance Corporation
Act, 1961, and insures deposits in banks up to a certain amount
is, at present, exempt from tax, under section 30 of that Act, on
its income of the first five accounting years. This exemption ex-
pires at the end of the assessment year 1967-68. As the Cor-
poration now intends to extend the area of its insurance cove-
rage and would need to build up adequate reserves for meeting
possible risks, it is proposed to extend the period of its exemp-
tion from tax on its income, by another five years.

Provision for giving retrospective effect to the exemption
from surtax, under section 32 of the Unit Trust of India
Act, 1968, of the Unit Trust on its income and of contribu-
tories to the Unit Trust on the income derived by them frem
the Trust.

Under section 32 of the Unit Trust of India Act, 1963, as
«originally enacted, the Trust was exempt from super profits tax
tn respect of its income and, likewise, the institutions eontri-
buting to the initial capital of the Trust (such as the State Bank
and its subsidiaries) were exempt from that tax on the income
received by them from the Trust. As super profits tax was
replaced with effect from the assessment year 1964-65 by surtax
levied under the Companies (Profits) Surtax Act, 1964 provi-
sion was made in section 32 of the Unit Trust of India Act,
1963 by the Unit Trust of India (Amendment) Act, 1966 (enact-
ed on May 29, 1966). conferring a similar exemption on the
Trust and its contributories, from surtax. However, this
amendment took effect from June 10, 1966, that being the date
of the rotification issued by the Central Government under the
“commencement’ provision in section 1(2) of the Unit Trust of
India (Amendment) Act, 1966. As the Companies (Profits)
Surtax Act, 1984 took effect from 1-4-1964, and the intention has
been that the exemption from surtax under section 32 of the
Unit Trust of India Act, 1963 should be effective from the first
assessment year for which surtax is chargeable, viz., 1964-65, it
is proposed to make a provision in the Bill for giving retros-
pective effect to the above-mentioned amendment from 1-4-1964.

Provision for removing certain difficulties in the operation
of the scheme, in section 68 of the Finance Act, 1965, for
vohmtal_'y declaration of unaccounted income.

Section 68 of the Flnante Act, 1965, (relating to voluntary
disclosure of unaccounted incomes) provided for the levy of in-
come-tax on incomes declared under the scheme during the
specified period up to 31-5-1965, at a flat ad hoc rate (in general,
60 per cent). Incomes on which income-tax has been vaid in
accordance with the provisions of the said section 68 are im-
mune from being charged to tax under the provisions of the
Income-tax Act. Under the scheme, a declarant who did not
pay the tax on the income declared by him at the time of the
declaratlion. was permitted t¢ furnish security (in the form
of a bank guarantee, Covernment securities, assign-
ment of shares in companies or mortgage of any immovable
property) for the payment of the tax due from him. Such per-
sor:s were required to furnish an undertaking to pay the tax

within a perlod not exceeding six months from#he date of the

declaration. However, in a number of such cases, the tax due
has been paid, in full, after the expiry of the above-mentioned
time limit of six months. (In the majority of these cases, the
delay in payment ranges from 2 days to six months). In certain
other cases, a part of the tax is still outstanding (about Rs. 67
lakhs accérding to present information). In such cases, the
provisions of the scheme give rise to the following difficulties):

(a) The scheme does not contain any specific provision for
the enforcement of the security furnished by the declarauts,
for realising the outstanding demand due from them. It does
aot also enable the Income-tax Department to take proceedings
for recovering such demands undér the provisions of the In-
come-tax Act. In the circumstances, the security furnished by
the declarants can be enforced only through the process of civil
law, which may result in litigation and long delays. -

(b) The provisions of section 68 do not state clearly whe-
ther, in the event of failure of a declarant to pay the tax within
the stipulated period of six months, he would cease to be en-
titled to immunity from being charged to tax on the income
declared by him, under the provisions of the Income-tax Act.
Even if it were to be held that in such a case the declarant
would rot be entitled to the immunity, this would result in hard-
ship to the declarants who have already paid the full amount
of the tax due from them within a short period from the expiry
of the time limit of six months. This is because, in that case,
they will have to pay tax on the disclosed income under the
provisions of the Income-tax Act, in addition to the tax paid by
them already, which, under section 68 of the Finance Act, 1965,
cannot be refunded to them.

In order to resolve the above-mentioned difficulties, it is
oroposed to make the following provisions :—

(i) Any amount of tax on the declared income remahing
outstanding on the date immediately following the expiry of the
above mentioned period of six months, will be deemed to be
tax due from the declarant under the provisions of the Income-
tax Act and will be recoverable from the declarant in the same
manner as any other arrear income-tax demand. Accordingly,
the declarant will also be liable to pay simple interest at six per
cent per annum, under terms of section 220(2) of the Income-
tax Act, for the period of default in the payment of the arrear
tax, and also be liable to the imposition of a penalty under
section 221 of that Act for continuing default. For the purpose
of initiating recovery proceedings in respect of such demands
by issue of a certificate to the Tax Recovery Officer, the normal
time limit under section 231 of the Income-tax Act, viz., .one
year from the end of the financial year in which the assessee is
deemed to be in default, will he extended, by one year, to two
vears. Thus, recovery proceedings in such cases can be com-
menced at any time up to March 31, 1968.

(ii) The tax paid by or recovered from the declarant in'res-
pect of the income declared by him, at any time after the'ex-
piry of the period of six months stipulated in section 68 of the
Finance Act, 1965, will be deemed to be tax paid by the decla-
rant in accordance with the said section 68 and, thereby, the
declarant will be immune from being charged to tax under the
provisions of the Income-tax Act in respect of such income.

i
Repeal of the provisions in scctions 2 and 3 of the eaklier

Finance Act of 1967 relaling to rates of income-tax;and
annuity deposits. .

As the provisioné in the Bill relating to rates of incomé ta.x :
and annuity deposits seek to replace the corresponding provi-
sions in the earlier Finance Act of 1967, with retrospective effect
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from April 1, 1967, the said sections 2 and 3 of that Act are
proposed to be repealed. .

CUSTOMS

The proposals include:-

(a) A formal amendment of the First Schedule to the
Indian Tariff Act relating to certain items making good an ear-
lier omission to show the nature of the duty against each,
which has no revenue implication;

(b) Continuance up to March 31, 1968, of the special du-
ties of Customs at a flat rate of 10 per cent. of the duty other-
wise payable on the lines of the provisions in section 44 of the
Finance Act, 1966. A notification is, however, being issued
exempting all imported goods from this levy so as to maintain
the status quo;

(c) Continuance up to May 15, 1968 the enabling provi-
sions for levy of a regulatory duty of Customs similar to the
provisions in section 45 of the Finance Act, 19686;

(d) Reduction of export duty on certain categories of juts
manufactures to stimulate exports;

{e) Rationalisation and reduction of export duty on tea
s0 as.to neutralise the effect of increase in excise duty and to
simplify the assessment of duty;

(f} Reduction of export duty on certain categories of
manganese ore;

{g)Reduction of export duty on Iron ore fines (including
blue dust).

Changes enumerated in sub-paras (d) to (g) being gi\:cn
effect to by notifications.

The loss in revenue as a result of these proposals is esti-
mated at Rs. 1901 lakhs in one full year. Details of this amount
are given in Table I.

Additional revenue amounting to Rs. 733 lakhs in expected
from countervailing duties consequent on the changes in Cen-
tral Excise Duties. Details of this amount are given in Table
11.

There will, thus, be a net reduction in Customs revenue of
Rs. 1168 lakhs made up as under;-

(Rs. lakhs)
Loss due to reduction of export duties (~—) 1901
Gain by increase of countervailing duties (+) 1733
Net loss of revenue ' (—) 1168
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TABLE 1
EXPORT TARIFF
Item No. in Present effective Proposed effective Estimated gain
the Second Brief description of the goods Unit rate of duty. rate of duty. or loss of re-
Schedule to i revenue in ons
the Indian full year.
Tariff Act. Rs. Rs. Rs. lakhs
2 Jute manufactures— Tonne
(1) Hessians (other than carpet
backing and jute specialities) 900.00 750.0C)
(2) Carpet backing : 900.00 600.00) (—) 1350
(3) Jute specialities . 900.00 600.00)
(4) Sacking . 600.00 450.00)
5 Tea Kg. Existing specific rates of export duty (—) 468
related to value slabs are being re-
placed by ad valorem levies and with
a reduction of 24 paise per kilogram
so as to neuiralise the excise duty
increase.
7 Manganese Ore having 10 per cent Tonne 20.00 12.50 (—) 68
or more but not more than 48 per '
cent of manganese content.
29 Iron Ore—Fines Tonne 5.00 4.00 (—) 15
(including blue dust).
. Total: () 1901

TABLE II

MAJOR ITEMS FROM WHICH THE ADDITIONAL REVENUE IS EXPECTED BY WAY OF ADDITIONAL
(COUNTERVAILING) DUTIES OF CUSTOMS

Item(s) in the Customs

Brief description of the goods.
Tariff Schedule

Additional revenue
one full year.

o i (Rs. in lakhs)
27(8) Motor spirit 30
47(2) Artificial silk varn and thread 500
66 ) Aluminium 93
66(1) ) ' .
87 Artificial or synthetic resins and plastic materials 60
Total: (+) 1733
CENTRAL EXCISE
A-—-CHANGES PROPOSED BY BILL
Tarift Item. Deseription - Unit Rate of duty (Basic) Estimated additional
— revenue during
Existing Proposed one full year.
1 2 3 4 5 6
Rs. Rs. Rs. lakh
2 Cotfee Quintal 55.0 85.0 lzé,oak )
Note: The existing special excise duty of 20 per cent of basic duty continues.
Duty on Robusta or Liberia which is an inferior variety of coffee is being raised from Rs. 41.35 to Rs. 55/- per quintal by
modifying the effective rate in the exemption not?!ication.
4-II(1) Gigars and 1.0
cheroots value )
of which per 100
exceeds does not
exceed
Rs. Rs. Per
25.00 -_— 100 20.00 21.00
15.00  25.00 " 12.00 12.75
8.00 15.00 " 4.00 4.50
. 125 5.00 - 1.00 1.20
Note:~-The existing special excise duty of 33 1/3 per cent of basic duty continues.
Cigars and cheroots the value. of which per hundred does not exceed Rs. 2.50 will continue to be exempted.
¢ Motor spirit Kilolitre 455.0 550.0 1660.00

effective rate of
duty Rs. 451.05

per Kilolitre).
It is a revenue measure
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1 2 4 5 [
11-A Petroleum products, not otherwise specified 10% 20% 200,0
It is a revenue measure. ad valorem ad valorem
15-A Artificial or synthetic 20% 30% 450.0
resins and plastic ad valorem ad velorem

materials and articles
thereof.

Note:—The existing special excise duty of 20 per cent of basic duty continues.
The duty on this item has remained ur.changed since 1961.
Existing concessional rates of duty on synthetic resins and plastic materials which go into the manufacture of certain

other excisable goods, such as paints and varnishes, artificial and synthetic yarns remain unchanged.

16-A Rubber products
(1) Piping and tubing
(including hoses)

(2) Belting

15% )

ad valorem )
)

15% )

ad valorem )

198.0

There is already an excise duty on two rubber products, viz. latex foam sponge and tread rubber (camel back) and it is
proposed to extend this list by addition of rubber piping, tubing and belting. These products will in addition pay special excise
duty at 20 per cent of basic duty like other rubber products.

Tariff Description Unit Rate of duty Estimated
It;? Existing ’ Proposed adf;:,l:::l
Basic Special Total Basic Special Total duringone
full year.
Rs. Rs. Rs. Rs. Rs. Rs. Rs. lakhs
1 2 3 4 5 6 7 8 9 10
18 Rayon and synthetic fibres and yarn Kg. 120 4.0 16.0 450 15.0 60.0 2200.0
Effective rates of duty
1) Staple fibre
a) of cellulosic origin Kg. 0.60 0.60 0.60 0.20 0.80
b) all others Kg. 2.00 1/3 2.00 12.00 +.00 16.00
of +
basic 1/3 of
duty. basic
duty.
2) Spun yarn
a) Staple fibre yarn
of or less
more than
(NF counts)
i) 51 Kg. 0.90 0.90 1.00 1.00
ii) 40 51 " 0.60 0.60 0.90 0.90
iii) 34 29 “ 0.45 0.45 0.80 0.80
iv) 29 34 " 0.40 0.40 0.60 0.60
vy 22 29 ”» 0.25 0.25 0.45 0.45
vi) 14 22 " 0.15 0.15 0.30 0.30
vii) ... 14 ” Nil Ni! Nil Nil

b) Yarn spun either wholly out of synthetic staple fibre
partly of natural fibre, the natural fibre content of such yarn being not more than 40

per cent,

if the non-cellulosic fibre content of it is—

i) 50% or more

ii) less than 50% but more than 10%,

ifli) 10% or less
3) Filament yarn

a) Viscose
of and Below
above
i) ... 75 d
ji)y 1 4d 100 d
iii) 100 d 120 @
iv) 120 d 150 &
v) 150 d 350 4

vi) 350 d and above
not above 1100 d
vii) above 1100 d

Kg.

"

2.00
2.25
1.50

6.50-
4.80
4.25
2.65
2.50

2.50
2.00

1.00
0.75

or partly out of syntheiic fibre and

4.00 10.50 -3.50 14.00
3.00 8.00 2.00 8.00

0.50 2.00 4.50 1.50 6.00

1.50 8.00 8.50 2.25 10.75
1.50 6.30 5.40 1.50 6.90

0.50

4.5 3.75 1.00 4.75
2.65 3.28 1.00 4.25
2.50 2.80 0.80 3.60

250 ) No change.
2.00 )

June 2, 19687 SPECIAL BUDGET NUMBER 1145
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b) Acetate
of and Below
above,
i) ... . % d " 6.00 1.50 7.50 8.50 2.35 10.75
A il) 75 d 100 4 " 4.50 1.50 6.00 5.40 1.50 6.90
iii) 100 4 only " 4.50 0.50 5.00 3.75 1.00 475
iv) above 100 d but
below 12¢ 4. » 2.50 0.50 3.00 3.75 1.00 4.75
v) 120 4 150 4 ' 2.50 2.50 3.25 1.00 4.25
vl) 150 d ) 350 d " 2.50 2.50 2.80 0.80 3.0
vil) 350 4 and above
but not above 1100 d " 2.50 250 ) No change.
viii) above 1100 d " 2.00 . 200 )
¢) Other synthetic yarns
o! and Below
above
i) .. 30 4 Kg. 9.75 3.25 13.00 42.00 14,00 56.00
il) 304 75 d ”» 9.75 3.25 13.00 27.00 9.00 36.00
fit) 15d 100 d o 8.00 1/3 of 8.00 15.00 5.00 20.00
basie +
: duty .
iv) 100 d only " 8.00 ~do- 1/3 ot )
basic )
duty )
)12.00 4.00 16.
v) above 100 d but 600
below 150 d. - 6.30 2.10 8.40 )
vi) 150 d and above but . .
not above 750 d. " 6.30 2.00 8.00 )
vii) above T750d " 3.00 1.00 400 No change
4) Godetwaste, etc.
i) of cellulosic origin Kg. 0.60 0.60 0.860 = 020 0.80
ii) Others " 2.00 1/30of 2.00 3.00 1.00 4.00
basic +
duty 1/3 of
) basic
duty.
3) Nylon yarn used -in fishing nets .
and parachute cords. “ 3.00 1.00 4.00 No change

It is a revenue measure. There is no change in the present concessional rates of duty on cellulosic or non-
. cellulosic yarns of denlers normally used in the manufacture of tyre cords, fishing nets and for other industrial purposes.

Tarite . Commodity * Unit

bveia Rate of duty Estimated addi-
No. - Existing Proposed tional revenue
Basic Special Basic Special during the
full year.
Rs. Rs. Rs Rs. Rs. lakhs
18A Cotton yarn 1080
(i) of counts 29 or more : Kg. 1.50 33 1/3% 6.50 33 1/3% ot
: of basic basic duty
. duty .
(ii} of counts less than 29 Kg. 0.60 20% of 1.00 20% of
o . . basic duty ... basic duty
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Effective rates of yarn duty Existing Proposed
Count group Basic Special In hanks Others

Of or Less In Others Unsized Sized Unsized Sizea
more than hanks

Rs. Rs. Rs. Rs, Rs. Rs.

51 Kg. 0.90 1.25 ) 20% of 0.90 1.08 1.10 6.20

40 51 " 0.65 1.00 ) basic 0.65 0.78 1.10 8.20

34 40 " 0.40 0.75 ) duty 0.40 0.48 0.70 2.40

20 34 " 0.05 0.50 ) 0.05 0.06 0.70 2.40

22 29 " Nil 0.40 ) 10% ot Nil Nil 0.40 0.44

14 22 " Nil 0.25 ) basic Nil , Nil 0.25 0.28

6 14 » Nil 0.15 ) duty Nil Nil 0.13 0.15

6 " Nil 0.10 ) Nit Nil
Ratez of compounded duty Existing Proposed
Basic Special Total
Super Fine Paise per Sq. 10.00 2.00 12.00 22.00
metre

Fine " 1.50 1.50 9.00 15.00

Medium A " 6.00 0.60 6.60 6.60

Medium B " 4.00¢ 0.40 4.40 4,40

Coarse " 2.00 0.20 2.20 3.20

At present the cumulative incidence of yarn and fabric excise duties on fine and supertine cotton fabrics produced
in powerloom sector is low. It is, therefore, proposed to raise excise duty on sized yarn of superfine and fine counts which
will be borne by the powerloom fabrics. The existing rates of duty on yarn cleared in the form of hanks (straight or plain
reels) mostly used by the handloom sector remain unchanged.

Tarift

Commodity Unit Rate of duty (Basic) Estimated
Item . additional
No. Existing Proposed revenue in
d one full year.
Rs. Rs. Rs. in lakhy
22A Jute manufactures 300.0
(1) Hessians Tonne 250.0 375.0
(i) Others ," 125.0 175.0
Note: The existing special excise duty of 10 per cent of basic duty continues.
It is partly a revenue measure and partly to restrain internal consumption.
27 Aluminium 1098.0
{(a) in any crude form, Tonne 300.0 $30.0
including ingots, etc.
(b) manufactures, namely- " 500.0 1480.0
plates, sheets, etc.
(bb) foils " 600.0 2000.0
(c) pipes and tubes other Tonne 10% ad 20% ad
than extruded pipes valorem valorem
and tubes '
(d) extruded shapes and 10% ad
sections including valorem imr::.

extruded pipes and
tubes.

Note : The existing special excise duty of 20% of basic continues.

The duty on this item has remained unchanged since 1860 an. the increase has been proposed
as a revenue measure,
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B—CHANGES PROPOSED RBY NOTIFICATION
Tariff Commodity Unit Rate of duty (Basic) Estimated
Item No. d additional
Existing Proposed revenue in
: one full year.
Paise Paise Rs. in lakhs
3 Tea 738.0
Zone
I
(a) green tea kg. 10 10
(b) others " 15 25
11 " 25 40
1 ” 30 80
v " 35 55
v " 45 85

Note :——The existing special excise duty of 20% basic duty continues,
It is partly a revenue measure and partly to restrain internal consumption. These increases will, however, not
affect teas exported as they are belng neutralised by suitable reduction of export duty leviable,

Tariff Commodity Unit Estimated
Item No. : Rate of duty additional
Revenue
Existing Proposed during one
B S A B S A year.
Rs. lakhs
411 (2) Cigarettes Ad valorem . Ad valorem 2850.0
% % % % % %
Value per 1000
Exceeds Does not
' exceed
Rs. Rs.
25.0 — 55 11 15 983 19 20
1.50 25.0 45 9 78 65 13 11
— 7.80 30 (] § 35 7T 8
B=Basic excise duty S=Special excise duty A=Additional excise duty in lieu of sales-tax.
It is revenue measure.
Tarift Commodity Unit Estimated
Item No. Rate of duty (Basic) _ additional
revenue
Existing Proposed during one
year.
Rs. in lakhs
1 2 3 4 5 8
8 Refined . Ki 489.0 489.0 760.0
Diesel Oil (effective (etfective
and Vapori- rate of duty rate of duty
sing oil Rs. 441.05 Rs. 461.08
It ia a revenue measure. per kilo- per kilo-
, litre) - litre)
Paise Paise Rs. in lakhs
19 Cotton fabrics (—) 300.0
(produced in com-
posite mills)
a) Cotton fabries : 2q. :
superfine metre 80.0 800
b) Cotton fabrics fine » : 80.0 60.0
Effective rates of duty
a) Cotton fabrics supertine "
i) Grey " 22.0 T 120
#{) Bleaching/dyed/ ‘
a0

printed "

2.0



1148 EASTERN ECONOMIST June 2, 1967

1 2 3 4 5 8
iii) Mercerised, etc. " 52.0 42.0
iv) Shrink-proofed,

' ete " 67.0 57.0
b) Cotton fabrics fine
i) Grey " 16.0 108
ii) Bleached/dyed/

printed " 26.0 20.0
ili) Mercerised, etc. " 46.0 40.0
iv) Shrink-prooted,

etc. 61.0 55.0

The proposal to reduce the rates in respect of superfine and fine varieties of mill-made fabrics is to offset the in-
creases made in the yarn compounded duty for the said varieties. These adjustments ensure that the cumulative
incidence of yarn and fabrics duty on mill-made fabrics remains unchanged. The duty on grey superfine and fine fabrics of
pcwerloom factories with 50-300 powerlooms is being suitably reduced so that the existing margin of difference in their
rates vis-a-vis composite mill rates is not lowered.

36 Footwear and
parts thereof 275
1) Footwear Exempted 10% ad
valorem
2) Parts of ~do- 15% ad
footwear valorem

It is proposed to withdraw the exemption from duty granted in February, 1985. Footwear made without the aid
of power or in small power-operated establishments willcontinue to be exempted.

C—SPECIAL EXCISE, ADDITIONAL EXCISE (IN LIEU OF SALES-TAX) AND REGULATORY DUTIES
Except where already indicated otherwise, there is no change in the existing effective rates of special excise and
additional excise (in lieu of sales-tax) duties. .
The .enabling provision for levy of a regulatory duty of excise similar to the provision In section 49 of the Finance
Act, 1966, is being continued. However, the regulatory duty is rot imposed on any commodity for the present.

ABSTRACT — CENTRAL EXCISE

(Rs. in lakhs)
Tariff Item Commodity Estimated additional revenue in one full year.
Basic Special Additional Total
excise excise excise duty
duty duty (In lieu of
sales-tax
L Existing Items.
2 Coffee . 88 17 — 102
3 Tea ) 615 1323 - 788
4II(1) ~ Cigars and Cheroots 1 Negligible — 1
411(2) Cigarettes 2090 418 342 2850
6 Motor Spirit 1660 —_ — 1660
8 Refined Diesel Ofl and Vaporizing
(o)1} 700 —_ - 700
11A Petroleum Produets N.O.S. 200 — — 200
15A Artiticial or Synthetic resins and
plastic materials . 378 15 - 430
18 Rayon and Synthetic fibres and
yarn 1398 802 - 3200
18A Cotton twist, yarn and thread 1330 (-).2%0 —_ 1080
19 Cotton fabrics (—) 300 - - (—) 300
22A Jute manufactures 273 27 - 300
27 Aluminium - 918 183 — 1098
'Total 9342 1398 342 11079
IL. New Items or re-imposition N
16A Rubber products, namely, piping, .
tubing, belting 185 3 —_— 198
36 Footwear and parts 218 —_— - 2718
Total 440 3 - 473
Totals of I and II 9792 1428 342 11882
' SUMMARY :
States’ Share . Centre’s Share Total
(a) Basic excise duty 1936 7826 9782
(b) Special excise duty -~ 1420 1428
(c) Additional excise duty (in leu of Sales-Tax) 342 — 342
2208 9284 11082
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FUNCTIONAL SYSTEM

The work relating to assessments and collection of revenue
in the Income-tax Department has so far been organised, gene-
rally, on the ‘unitary’ pattern under which all the functions
in relation to a particular assessee or group of assessees, viz.,
assessment, collection and recovery of tax ard other miscella-
neous functions, are performed by one and the same Income-tax
Officer having jurisdiction over the assessee or assessees. While
this ‘unitary’ system of workirg was adequate to cope with the
workload of the Department in the past, the position has chang-
ed in recent years due to the phenomenal increase in the num-
ber of tax-payers on the registers of the Department. The
complexity and volume of our tax laws has also grown materi-
ally, in recent years, thereby throwing an enormous burden of
work, qualitatively as also quantitatively, on the available
manpower. This has inevitably resulted in increasing the
backlog of assessments and outstanding tax demands awaiting
recovery. It is neither possible nor practicable for Government
to augmert the manpower resources of the Department in arith-
metical proportion to the increase in the workload. Govern-
ment, therefore, felt it necessarv to have a study made of the
existing work procedures in the Department with a view to
devising ways and means of improving them. A study of this
nature was accordingly undertaken by a U.S. Tax Advisory
Team working in close collaboration with the Central Board of
Direct Taxes.

The study showed that the present ‘unitary’ system was
comparatively wasteful in manpower and could, with advantage,
be substituted by a ‘functional’ system, Before taking a deci-
sion to do so, however, it was felt that the new system should
be introduced on an experimental basis in certain Income-tax
Ranges. Accordingly, a pilot project of functional allocation and
distribution of work among Income-tax Officers was initiated
in September, 1466 in four Income-tax Ranges, two in Bombay
City, one at Calcuita and one at Madurai (in the charge of the
Commissionar of Income-tax, Madras).

The main feature of the ‘functional' system of working
adopted in the pilot project Ranges is that instead of one In-
come-tax Officer being responsible for various functions in re-
lation to a group of assessees, such as, issue of notices, to them,
assessment to tax, i{ssue of demand notices and finally the actual
collection to taxes, these functions, and if necessary, further
sub-divisions of them, are allotted to different groups of oificers.
The advantage of this ‘functional’ distribution of work lies
mainly in the fact that it enables an officer or a group of offi-
cers to specialise in certain specified functions, and thus to
attain greater proficiency in these. The system is also conducive
to economy inasmuch as it avoids the expensive practice of
even comparatively simple functions being allotted to well-paid

" officers whose attention should be concentrated on the more

important functions. It is, for instance, wasteful to require an
Income-tax Officer who is trained mainly for the work of
assessment to discharge simpler functions such as issue of
notices for “advance tax” or give effect to appellate orders. Such
items of work can be performed more economically by junior
officers. . ‘

The results of the experiment, which was conducted under
strict supervision of selected senior officers of the Income-tax
Department, assisted by the U.S. Tax Advisory Team, fulfilled,
largely, most of the expectations on the basis of which the
scheme was initiated. The appraisal of the working of the pilot
project Ranges for the first four months showed that the collec-
tions in these Ranges had registered a considerable increase
over those in the corresponding period of the preceding finan-
cial year. The disposal of assessments in the pilot project
Ranges also registered a substantial increase as compared to
the disposals in the corresponding period in the preceding
year. . .

After considering the results achieved in the pilot project
Ranges, Government have decided to extend the functional
system of working during the current financial year to income-
tax Ranges accounting for about 50 per cent to 60 per cent of
the total Income-tax revenue. Arrangements in the matter we:e
discussed at a recent conference of Commissioners of Income-
tax at Delhi. It is also proposed to have a small unit at the
headquarters for assistance to the field officers in the extension
of the functional system of working.

In order to facilitate the distribution and allocation of work
amongst Income-tax Officers on a functional basis, specific pro-
visions in the matter are proposed to be made, through the
Finance (No. 2) Bill, 1967, in the Income-tax Act, as well as in
the Wealth tax Act, Gift-tax Act and Companies (Profits) Sur-
tax Act. The substance of these provisions has been explained
in the Explanatory Memorandum.

Apart from the four Ranges where the experiment noted
earlier was caried out, several steps were taken in the other
‘Ranges covering the rest of the country. The problems were
two-fold. Firstly, it was necessary to improve the collection of
taxes and, secondly, with a view to attaining better results in
regard to collections, it was necessary to reduce the number
of pending cases of assessment.

With regard to the first, it was noted that nearly 55 per cent
of the direct taxes revenue came from company cases. Income-
tax Officers were, therefore, directed to concentrate on thz dis-
posal of such cases, both current and arrears. Steps were also
taken to concentrate on company cases in Circles manned by
specially selected officers. Among the non-corporate assessees,
neary 80 per cent of the tax came from persons assessed on a
total income of Rs. 25,000 or more. Income-tax Officers were,
therefore, asked to concentrate on the disposal of these higher-
income group cases. Income-tax Circles were also recognised
and more officers put on the disposal of company cases and the
higher-income group cases., These steps resulted in more ex-
peditious disposal of the higher-income category casés and,
therefore, in the collection of larger amounts of tax in regard
to these cases.

In spite of these steps, it was appreciated that the number
of pending cases for assessment would still remain high, be-
cause, in numbers, the small cases accounted for the bulk.
Special steps were, therefore, necessary to improve the disposal
of such cases. Cne such step taken was to issue instructions
that small ihcome cases below Rs. 7,500 which form nearly 70
per cent to 75 per cent of the total number of assessees, should
be dealt with generously and liberally and detailed scrutiny of
the returns submitted in such cases dispersed with, Even with
regard to the next higher category of cases, viz., cases with in-
comes of and above Rs. 7,500 but not exceeding Rs. 25,000, ins-
tructions were issued to undertake detailed scrutiny not every
year, but at lorger intervals, i.e, once in three years.

These measures resulted in substantial increase in the dis-
posals and collections as compared to earlier years. It is pro-
posed, in the current year, to continue to deal with assessment
cases in the same marner in order to maximise collections and,
at the same time, reduce the number of pending assessments.

REVISION IN P & T TARIFFS

The maxima of the tariffs leviable for certain categories
of postal articles/services are prescribed by the First Schedule
in the Indian Post Office Act. Within the maxima so prescribed
in respect of such articles and in respect of other postal articles
not included in the Schedule, the Central Government have the
power to fix the rates by notification in the Official Gazette.
Similarly, for all telegraph and telephone services, Government
have the power to make rules under the Indian Telegraph Rules
and fix or alter the rates at which the several services shall be
rendered. Such rules are required to be laid as soon as may be
after they are made before each House of Parliament while it is
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in session for a total period of 39 days. The proposals for the
revision of tariffs in the following pages relating to the postal
articles at items 1 and 2 in Section I require an amendment to
the First Schedule to the Act and these have been included
in the Finance Bill. The proposals for the changes in respect

PROPOSED CHANGES IN FOSTAL AND TELECOMMUNICATION TARIFFS

each House of Parliament.

SECTION 1 POSTAL

June 2, 1967

of the other postal articles/services and for the telegraph and
telephone services would be made by modification of the Indian
Post Office Rules and the Indian Telegraph Rules. The latter
would, as required in the Act, be laid as soon as made before

S. No. Items

Existing Tariif

1. Registered
Newspapers

2. Parcels
Registration fee
4. TInsurance fee

[Z5)

Express delivery fee

Air surcharge on

packets (including

Registered Newspapers)

7. Book packets containing
periodicals registered with
the Press Registrar.

8. Book packets containing

printed books.

>

Not exceeding 100 gms 2P
Exceeding 100 gms
and not exceeding

200 gms 3P

Per 200 gms

thereafter 3P

For more than one copy

Not exceeding 100 gms 3P

Per 50 gms

thereafter 2P

Per 400 gms 60 P
55 P

Value not exceeding

Rs. 100 40 P

Per Rs. 100

thereafter

(upto Rs. 5000) 20 P

Per Rs. 1000

thereafter

(upto Rs. 10000) 100 P
18P

Per 10 gms 4 P

Not exceeding 100 gms 8P

Per 50 gms

thereafter 3P

Not exceeding 50 gms 5P

Per 25 gms

thereafter 3P

Not Exceeding 100 gms
Exceeding 100 gms
and not exceeding

250 gms

Per 250 gms

thereafter

Not Exceeding 100 gms
Per 150 gms

thereafter

Per 400 gms

Value not exceeding
Rs, 100

Per Rs. 100
thereafter

(upto Rs. 5000)

Per Rs. 1000
thereafter

(upto Rs. 10000)

Per 10 gms

Not exceeding 100 gms
Per 50 gms

therealter

For every 50 gms

SECTION I — Estimated additional revenue in a year

5P

0P
5P
5P
5P
65 P
60 P

45 P
25 P

100 P
15 P

5P
0P
s P
5P

Rs. 184 lakhs.

SECTION II TELEGRAPH

8. No. Items

Existing Tariff

Proposed TarifY

Ordinary Expressv
Rs.P Rs. P

Ordinary Express

1 Inland Telegrams. Non-Press

2. Greetings
Telegrams
3. Rental for a Teleprinter Machine
4. Rental for part-time
telegraph/teleprinter
circuit (Other than
those given to Newspapers
and News Agencies)

SECTION II - Estimated additional revenue in a year.

First 10 words or less 1.00 2.00
Each additional word 0.10 0.20
First 8 words or less 0.75 1.50
Each additional word 0.10 0.20
Rs. 1250/-p.a.
For first hour 1/8 of full-time
rent.

For each sub-
sequent hour

1/24 ot the full-
time rent,

Rs. P Rs. P
PFirst 8 words or less 1.00 2.00
East additional word 0.10 0.20
First 8 words or ‘less 0.80 1.60
East additional word 0.10 0.20

Rs, 1500/-p.a.

When the circuit is 4 ful-time
required for not rent,
More than 8 hours,
When the circuit is Full-time
required for more rent.

than 8 hours.

Rs. 102 lakhs.

SECTION 11I TELEPHONES

S. No, Items

Existing Tariff

Proposed Tariff

1. Direct Exchange Lines-
within the local area.
Flat Rate Telephone Exchanges
of less than 300 lines capacity
other than exchanges with res-
tricted hours of service.

Annual  Monthly
rental rental

.

Rs.250 Rs. 23

Annual  Monthly
rental rental

Rs. 300 Rs 27
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THE FIRST CHOICE
FOR ANY FABRICATION WORK !

-

MODI ARC ELECTRODES CO,
MOOINAGAR WP}

STEELON STABLE  Specially designed tor faster and economical welding of mild steel bodies in all positions.
RAPIDO rast working fluid slag electrode with verygood penetration and finish - for weiding medium to heavy structures,
STEELON STANDARD Medium coated all position electrode with high fluidity, fast deposit and low spatter.
STEELON ULTRA Heavy coated all position electrode meant for heavy structural work requiring Xray quality weide.
CELLOREX Ocep ponatration M.S. electrode for pipe line snd heavy structures where bewelling is not

economical or possible.
FERRUM High yie!d fluid slag M.5. electrode for heavy structural work giving X-ray quality steel.

MAXIMAL Deep penetration rutile type electrode giving maximum penetration and minimum svatter ideat
\ tor welding M.S. heavy structures, pen stocks, and pipe lines etc. ~

Sole Distributors for Delhi and Punjad

M/s. Medi Industries Agency.
30, Faiz Bazar,
Daryaganj, Delli-6.

Sele Selling Agemts for Whele India
M/s. Standard Electrodes Cerporation,
4859, Harbans Singh Street,
24, Darya Ganj, Delhi-8.

‘““Controlled Expansion”
—the Key Word at
MAHINDRA AND MAHINDRA LIMITED
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MOTOR IN BI40 (A) FRAME
3 H.P. TO IS HP.

Kirloskar-Asea Direct-on-line KIRLOSKAR ELECTR'C CO. LTD.

Starters up to 19 HP, Star/Deita P. O. BOX NO, 1017 BANGALORE-3 INDIA
Starters up to 60 HP and Sole distributors: PARRY & CO. LTD.

TOR
DIRECT-ON-LINE STARTER TEXTILE MO’
UPTO 10 H.P. 3/4 HP, TO 3 H.P.

pases

RANGE MOTOR

ipri lcutta 1.
S(lprmg Motor Starters up to P. O.Box No. 12 Madras 1. P, 0. Box No.:o: :; ::J.;D“M .
70 HP arg readily avsilable. P. O. Sox No. 508 Bombay 1 BR. P.O. Box No.
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. £ : The times that Jamsetji Tata lived in were different from our z
¥ gre:ys::tﬁu(t::he s;{?tedl and that was successful was used to generate oth;r V:(I!I:m‘ﬂ.
From the textile mills came the resources which ultimately flowed into and mi
. possible the power schemes and the steel schemes. £ that i 6 rob the farmer of e
" Sheret i of bringing a farm to an end, and that is to rot .
seed co'sm‘tnéu?:;kea:;yhamt,ga f:g;rmer m:st %u: by‘a ;:er;:::lgeglz sot‘t :‘uesn c:en'\n t:s ‘p'l:'u:i:nm
' i the next season. And if he has to expand and 10 p ::!n n Proﬁt'is P e T Tof industry.
* mare and more of his crop to have more and more seed corn. ot seed cort o
B ed increases, so profits flow out of industry. y
i; :.vaed.‘he egnb:rom\vs “:ldb;'htehseescythe of taxatim:i or to be érqdlc;te%ht:); t:aree l:g: of
‘: ization. re the measure of an industry’s efficiency. | r
l% ﬂ%‘:&:‘:ﬁ ;y that industry for the creation of further industries.

‘ JAMSETIT TATA

JTATA ENTERPRISES 1899 - 1904
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S. No.

Hlems

Existing Tariff

Proposed Tariff

2. Direct Exchange Lines
beyond the local area.
(a) Measured Rates System -

For each additional kilometre
or part thereof actual dis-
tance beyond the local area.

(b) Flat Rate System-

For each additional kilometer
or part thereof of actual dis-
tance beyond the local area,

3. Extensions to Direct Exchange
Lines, Private Exchange and
Private Branch Exchange
connections and private wires.

(i) Internal - without inter-

(i)

(iii)

(iv)

communication facility
(including internal connec-
tions from PX or PBX)
Internal - with inter-
communication facility
(including internal private wires)
External -lying entirely
within the subscriber’s
premises -for the first
kilometer (including external
private wires and external
connections from PX or PBX)
External - outside the sub-
scriber’s premises - for

the first kilometer (including
external private wires and
external connections from
PX or PBX)

4, Installation Fees

(a)

(b)

For each telephone con-
nection (other than casual)
from Departmental Exchange,
internal or external extension,
Private Exchange or Private
Branch Exchange connection,
Junction line to Private Branch
Exchange and for each end of
a private wire.

For a casual connection

from a Departmental Exchange,

(¢) For a Plug and Socket

d)
(e

arrangement.
For each additional Socket
For each extra bell

3. Local Private Wires for
All India Radio.

Floating Lines

6. Extensions from Trunk
Public Call Offices

Rs. 18 per quarter
Rs. 75 pér annum

or
Rs.7 per month

Rs, 60 per annum

Rs. 100 per annum

Rs. 150 per annum

Rs. 250 per annum in )
Measured Rate System)
and Rs. 180 per anrum)
in Flat Rate System. )

Rs. 40
Rs. 20
Rs. 40

Rs. 20
Rs. 20

(a) Upto 4 miles Rs, 150 per annum

(b) Beyond On actual cost basis

4 miles,
Annual
rental
Instruments Rs. 54
Lines
For every 1 mile or
part thereof
{upto 2 miles) Rs. 36

For evéry 4 mile
or part thereof
(after the first 2 miles) Rs 54

Rs. 30 per quarter

Rs. 120 per anum
or
Rs.12 per month

Rs. 100 per annhum

Rs. 150 per annum

S N Ny

Rs. 200 per annum )
) No change in the
) rate of rental for
) the additional
) length beyond the
)} first kilometer.
Rs. 250 per annum )
)

Rs. 50
Rs. 30

Rs. 50
Rs. 30
Rs. 30

(a) Upto 6 ‘ Rs. 400 per
kilomefters. annum,
(b) Beyond 6 An additional
kilometers rent of Rs.75
per dannum for
each additionat
kilometer or

part thereof.

Annual
rental .

See Below

Upto 1 kilometer

. (inclusive of the

rent of the Rs. 100

instrument)

For each addi-

tional kilometer

or part thereof. Rs. 50
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S. No. Items

Existing Tarift

Proposed Tariff

7. Casual connections from

Departmental Exchanges.
(a) Measured Rate System

Upto 10 days

Exceeding 10 days but not
exceeding 30 days
Exceeding 30 days but not
exceeding 60 days.

{b) Flate Rate System

Rate per day
Minimum charge

8. Reconnection Fee

.

(a) When restored within 7 days

from the date of disconnection.

(i) for a telephone or a
plug point,

(ii) for a bell

(b) When restored after 7 days
from the date of disconnection,

(i) for a telephone or a
plug point.
(ii) for a dbell

9. Transfer Fee

(a) When transfer involves work
at subscriber’s premises.

(b) When transfer does not
involve work at subs-
criber's premises.

'10. Shifting Fee

(a) For a shift from one
position to another in
the same room.

(b) In other cases.

11, Private Automatic

Branch Exchanges.

5-Line Private Automatic
Branch Exchange (inclusive
of the rental for all the 5
internal connections)
9-Line - Private Automatic
Branch Exchange (inclusive
of the rental for all the 9
internal connections)

SECTION 1II — Estimated additional revenue in a year

Rent No. of local calls
free of charge.

Rs. 15 50
Rs. 30 50

Rs. 60 100

Rs. 1.50
Rs. 15

Rs. 10

Rs. 40
Rs. 20

Fee equivalent to the full
installation fee appropriate
to the facility.

Fee equivalent to half
the installation fee
appropriate to the
facility, subject to a
maximum charge of
Rs. 50 for all the
installations transferred
at a time.

Fee equivalent to half the
installation fee appropriate
to the facility.

Fee equivalent to the full
installation fee appropriate
to the facility.

Annual
rental

Rs. 400

Rs. 900

Rent No. of local calls
free of charge.

Rs. 25 50
Rs. 50 50
Rs. 100 100
Rs. 2.50

Rs. 25

(a) When restored within
15 days from the date
of disconnection.

Rs. 25
Rs. 15

(b) When restored after 15
days from the date of
disconnection.

Rs. 50

Rs. 30

Fee equivalent to the full
installation fee approprlate‘
to the facility (as in item 4)

Fee equivalent to half the
installation fee (as in item
4) appropriate to the
facility, subject to a
maximum charge of Rs. 100
for all the installations
transferred at a time.

Fee equivalent to hall the
installation fee appropriate
to the facility (as in item 4)
Fee equivalent to the full
installation fee appropriate

to the facility (as In item 4)

Annual
rental

Rs. 600

Rs. 1200

Rs. 158 lakhs.

SUMARY OF ESTIMATED ADDITIONAL

REVENUE IN A YEAR
Rs.
in lakhs.
Section I —— Postal Tariffs 184
Section 1I — Telegraph Tarifls 102
Section I1II — Telephone Tariffs 158

—

Total a4’

June 2, 1967
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EAD

Position at the

Beginning Enqd

AGRICULTURE

(i) Production
(a) Foodgrains
(b) Oilseeds
(c¢) Cotton
(d) Sugarcane (Gur)

(11) Agricultural colleges
(a) Intake capacity

, (b) Agriculture colleges
(iii) Total wells

IRRIGATION
Area irrigated (Gross)

POWER )
(i) Firm power available
(ii) Localities electrified

CO-OPERATION
(i) Co-operative Societies
(1) Membership

(iii) Percentage of
rural families covered

COMMUNITY DEVELOPMENT
(i) Rural population served

(ii) Panchayats
(iii) Panchayat Samities
(iv) Zila Parishads

ANIMAL HUSBANDRY
(i) Veterinary dispensaries
(ii) Veterinary hospitals

‘GENERAL EDUCATION
(i) School going children
(a) 6-11 years

(b) 11-14 years
(c) 14-17 years

(ii) Educational Institutions
(a) Primary Schools
(b) Middle Schools
(c) High Schools

(d) Higher Secondary
Schools
(e) Colleges

(f) Universities

of of
first third
Plan Plan
1950-51 1965-66
Lakh tons  29.00 44 69*
Lakh tons 0.80 2.56
Lakh bales 0.80 1.74
Lakh tons 0.53 0.68
Number — 410
Number 1 4
Number
in lakhs @6.18 7.52
: (By the (Bythe
endof endot
1955-56) 1963-64)
Lakh acres 28.93 51.41
M.W. 7.5 106
Number 32 1228
Number 4908 22,571
Number
in lakhs 1.99 14.33
Percentage
to total 1.5 33
Percentage
to total — 100
Number 2475 7388
Number —_ 232
Number — 26
Number 88 127
Number 57 204
'Percentage
to total 143 54.0
Percentage
to total 5.0 21.0
Percentage
to total 1.7 10.0
- Number 4336 19038
Number 732 1756
Number 175 398
Number - 336
Number 32 88
Number 1 3.

Position at the

Beginning End

of of
first third
Plan Plan

1950-51 1965-66

TECHNICAL EDUCATION

(i) Intake capacity
(a) Degree level
(b) Diploma level

(ii) Technical and professional
colleges

INDUSTRIES

Small scale Industrial units
registered

Loan Advanced to Small scale
units

ROADS
Total Mileage

MEALTH
(i) No. of medical colleges
(ii) Primary Health Centres
(lif) Family Planning Centres
(a) Urban
(b) Rural
(c) Mobile
(iv) Dispensaries
(v) Hospitals
(vi) Inpatient beds

WATER SUPPLY

(i) Urban water supply
schemes completed

(ii) Rural piped water supply
schemes completed

LABOUR AND EMPLOYMENT

(1) Intake capacity in crafts-
men training institutes

(ii) Labour Welfare Centres
(iii) Employment provided °

TOURIST TRAFFIC

Foreign Tourists
Income from foreign
_Tourists

Home Tourists
Income from Home Tourists

ELECTIONS

Total number of votes polled
Assembly

Parliament

Number
Number

Number

Number

Rupees

Miles

Number
Number

Number
Number
Number
Number
Number
Number

Number

Number

Number
Number

Number

Number

60 670
— 1180

8 32
16 5863

(1956) | (1966)

1,22,500 1,18,95,349
(1954-55) (1964-65)

11371 18909

1 5
— 230
_ 55
—_ 232
— 23

143 215
223 320
4996 11775
5 71

— 94
— 4168

6 29

(1954-55) (1965-66)
9012 1,49,387
(1957-58) (1965-66)

(1955-58) (1965)
1500 35,200

Rupees in lakhs 5 50.4
Number in lakhs 8.5 12

Rupees

19.75 240
‘(lakhs) (crores)

1952 1962
32,61,442 54,086,350
.35,26,957 54,15,561

* Based on four yearly mov ing average from 1962-63 to 1965-68,
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QUALITY

n

. Sallent Features :— .
\ * CAPACITIES =200 Kgs. to 5000 Kgs.

) * Fitted with self by
aki f )
cage motors, Ng conical squirrel

* Tested to 25%, overload,

* One year's warranty,

* Av.ailable in four models':- -

@ Fixed Suspension s Wit Hand Chain

Trolley ® pysh T i
Driven Trolley, rolley e With Electic

. A J. K. Product

L

A1 APACITIES —S00Ks. 0 10000K8%:,
I. % infinite lit. ‘ 41
’ % Lightand Compact. " \ 15
" % Tested to 0% ove:;o '.\ £

i ear's warraniy. U ) £

)' : g:‘ee:gency too! kit and spares FR—ER\_ A

0
GEARED TRAVELLING TROLLIES ALS

AVAILABLE.

A J.K. Product MANUFACTURED BY

J.K. STEEL LIMITED

Sole Selting Agents : Nav Bharat Vanilya ttd,
18, Rabindra Sarani, Calcutta-1,
Phone :- 34-8351. Gram :- Jekevanii.

€
g
Z

TN

)
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| This dri‘l‘iuwoul do

a precision job... yet
Indian Tool
rejected it

Rejected! This drill dig not pass just gae ot
the many tigorous tests specified by Indlan
TYool. To earn the Dagger Brand mark & delit
must pass each test.

Thete's physicel snd chemscsl Wosung of raw
mataciel. There's quality coatret inspection
_at gvery gtage of production There's check.
Ing and rechackung lor preaision And Bnalty
thers's tegting of ¢rfls wader cooditions
MOrs 3overs than sctue) werting tonditions

- 599 When you buy s Dagger Bsead Oril, tadiae
Tool make sure you get precielen periorm-
H ance...lasting precieies sertermence
Ordes Now
tor ODagges
oe‘.'.':.:ﬁ It will pay you 0 place your eder L

Beand Drills now. This wil enable us to plan
fosizdtion's | tor your raquicements, and easute Tt ou
s of Quaily. get delivery cight oa time.

P

THE INDIAN TOOL
MARUFALTURERS
L.

101, Sion Road.
Sion, Bombay 2
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COMPANY NOTICES

Hindustan Aluminium Corpn. Ltd.
NOTICE TO THE SHAREHOLDERS

NOTICE is hereby given that the Eighth Annual General Meet-
ing of the Shareholders will be held at Birla Matushri Sabha-
gar, 19 Marine Lines, Bombay-1, on Thursday the 29th June
1967, at 4-00 P.M. to transact the following business :—

1. To corsider and adopt the Directors’ Report, the Audit-
ed Balance Sheét and the Profit and Loss Account for
the year ended 31st December, 1966. :

© 2. To sanction the declaration of dividend on Preference
Shares for the year ended 1st December, 1966.

3. To sanction the declaration of dividend on Equity
Shares for the year ecnded 31st December, 1966.

4. To appoint a Director in place of Mr Edgar P. Kaiser,

- who retires from oflice. by rotation, in accordance w:th
Article 146 of the Articles of Association of the Com-
pany, and, being eligible, offers himself for re-election.

5 To appoint a Director in place of Mr Marvin L. Lee,
who retires from office, by rotation, in accordance with
Article 146 of the Articles of Association of the Com-
pany, and, beirg eligible. ofiers himself for re-elzction.

6. To appoint a Director in place of Shri D.P. Goenka,
who retires from ofiice by rotation, in accordance with
Article 146 of the Articles of Association of the Com-
pany and, being eligible, offers himself for re-election.

7. To appoint a Director in place of Shri G.D. Biila, who
is an associate of the Managing Agents, Messrs. Birla
Gwalior Private Limited, and who rctires from office,
by rotation. and, being eligible, ofTers himself for re-
election, and to consider, ard if thought fit, to pass the
following resolution as a Special Resolution in rezpect
nf which Special Notice under Sections 190 and 261 of
the Companies Act, 1956 has been rcceived by the
Compary.

RESOLVED that pursuant to the provisions of
Section 261 and other relevant provisions, it any, of
the Companies Act, 19436, Shri G.D. Birla, who is an
asscciate of the Company’s Managing Agernts, Messrs.
Birla Gwalior Privale Lid., and who retires from
office by rotation, and is eligible for re-election, be
and is hereby re-elected as Director of the Company.
The reasons which make this Special Resolution neces-
sary are more lully set out in the Explanatory State-
ment annexed hereto, which, for the purpose of the said
Section 261, shall be deemed to be incorporated in this
notice. '

8. To appoint Auditors.to hold office from the conclusion
of this meeting until the corclusion of the next Annual
General Meeting, and {o fix their remuneration.

NOTICE is also given that the Register of Members and Trans-
fer Books of both Equity and Preference Shares of the Compary

will be closed from 8th June 1967 to 29th June 1967, both days
inclusive,

. By order of the Board
Per Pro BIRLA GWALIOR PRIVATE LIMITED
Bombay, : : Mahadeo Singhi
Dated the 18th May 1967 Managing Agents

N.B.:-- (1) A MEMBER ENTITLED TO ATTEND AND VOTE
' IS ENTITLED TO APPOINT A PROXY TO
ATTEND AND VOTE INSTEAD OF HIMSELF

AND THE PROXY NEED NOT BE A MEMBER.

{2) An Explanatory Statement in respect of the above
Special Resolution is being forwarded to the mem-
bers of the Company. ' .

(3) Dividends on Equity Shares " and Preference
Shares, when sanctiored, will be @ . payable
from 25th July 1967 to those § olders ‘whoge
names stand on the Regist
on 29th June 1967 to w
will be posted.

ﬁfridéhho’“?aa:gna:\\>

TEXTILE MACHINERY CORPORATION LIMITED -

NOTICE

r7 Nolice §5 ereby given that the Twenty-seventh Annual
General Meeting of Textile Machinery Corporation Limited will
be held on Thursday, the 29th June, 1967 at 4 P.M. at the Regis-
tered Office of the Company at Belgharia, 24-Parganas, West ,
Bengal to transact the following business :-— -+
1. To receive and consider the Report of the Directbrs and
to adopt the Audited Accounts of the Company for thz
year ended 31st December, 1966. ' o
2. To declare dividend on Preference and Equity Shares.

3. To appoint Directors in place of Shri G.R. Podar and

Dr. S.C. Law, who retire by rotation and are eligible
for re-election. B

4. To appoint Auditors and fix theii remuneration.

The Register of Members of the Company will remain
%is'éd from 17th June, 1967 to 29th June, 1967, both .days
Igelusive. ) :

o By order of the Board.
O.P. Jhunjhunwala
SECRETARY.

RN
RN

L3

Be]gharia,
18th May, 1967.

N.B.: 1) A member entitied to attend and vote is entitled’ to
appoint a Proxy to attend and vote instead of hims=I1f
and the Proxv need not be a- member.

2) Dividends when declared will be paid to the regis-
tered shareholders whose names would appear on tha
Company’s Register or the 29th June, 1967 or to their
order or to their Bankers on/or after 3ist July, 1967.

-

T@"z SHIP VOUR CARGU BY
|| SSCINDIAL  soivoin vesseLs

OUR OVERSEAS SERVI- OUR COASTAL SERVI-

CES EXTEND TO UK., | N e
CONTINENT, SCANDL CES COVER THE COAST-

NAVIAN PORTS, USSR, |LINES OF INDIA, WEST
US.A., GREAT LAKES|,. . e ria
EASTERN CANADIAN |AND EAST PAKISTAN,

PORTS AND UAR. ==)|CEYLON AND BURMA.

Avn 2, N2

Cable : Phone ¢
‘Overseas : Samudrapar 268161 (12 Lines)
Coastal : Jalanath Telex - 205 ,

Neg =1
SHIPMENTS BY SCINDIA SHIPS HELP INDIA
TO SAVE AND TO EARN FOREIGN EXCHANGE -

THE ~ SGINDIA  STEAM  NAVIGATION
60. LID. o
'SCINDIA HOUSE, BALLARD ESTATE, BOMBAY. - |

R
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