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Evéw AMCQ Battery is a product of fine engineering skill,
advanced technology and strict quality control. And what's N

. 9 _ahether it is for original fitment or for replacement.
more? Nearly four decades of experience in the line blends ™ “HoeAd— A complete range of lead acid batteries for Automobiles,
every Amco Battery into international standards. & Q“
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About half a million villages
need the power to see light

so we’re becoming power conscious

We’re aware of the possibilities of nuclear power. And we're developing new
capabilities to foster its growth. After all, 1200 MW nuclear power can energise
25,800 additional tube wells; produce annually phosphatic fertilizer (206,000 tonnes
P205) nitrogenous fertilizer (370,000 tonnes N) and 50,000 tonnes aluminium;
generate employment on farms for 1.4 million people; result in additional
agricultural production of 9.4 million tonnes of foodgrain, 1.8 million tonnes
potatoes, 11.2 million tonnes sugarcane. How do we know ? From a study
made in Western U.P. So we're using our energies to manufacture equipment
that has never been made in India before—steam generators, end
shields and calandrias for the atomic plants in Rajasthan and
Madras—equipment that means more power for our people. _

b/

Power production is one field of our activity.
Power Control is another. We design and
manufacture a wide range of switchgear to
control power. We do it by adapting foreign

talents. It’s been our job for 30 years. Right now N
we have over 10,000 people. That excludes another

10,000 or more, who work in the 600 ancillary units we °
have assisted and developed over the years. And

each year we find we need more people to pool their
talents with us.

......

LARSEN & TOUBRO LIMITED -
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THis 1s a budget of many pretensions,
using the word “‘pretension” in its
several senses — and the Finance

A budget
~of many st s not teon molst ot

1 budget has provided for the imme-
pre tenslons diate needs off t}ﬁe governmf-n(t1
adesh for the reconstruction of the wrecked economy ol that country an
(t)}feBrtﬁ%\lbﬁti?itattlion of its grossly violated people; the total amouynt comm:tte_(} tlc{ tlgg
purpose comes to Rs 200 crores of which, after allowing for the sum of $
crores which might have been disbursed during 1971-72, the funds to be sp.,?t_duré
ing the year 1972-73 would be of the order of Rs 118 crores. He hasalso ¢ amiae ;
credit fot maintaining the provision for defence_ln the new year at the high level o
Rs 1,408 crores to which it had risen in the revised estimates fpr the last ﬁnanc;al
year.‘ But the expznditure decision which he considers to be his most outstanding
achievement this time, however, is the allocation of Rs 1,787 crores in '1972-73
for central or centrally-sponsored Plan schemes, marking an increase in this outlay
of Rs 332 crores as compared with 1971-72.  Additionally, the central budget will
also provide enhanced financial support for the substantial step-up proposed in
the Plan outlays of state governments. Finally, in a flourish of peroration, Mr
Chavan has asserted that, taken in their entirety, the budget proposals will take the
economy one step forward in its march towards our cherished goals, these
goals being growth, social justice, self-reliance, investment and resources
mobilisation. v ‘

The Editor

inande Minister has laboriously listed his main expenditures pre-
;umal;l;;minl:o‘v:l;er not only to justify the continuance of the abnormal taxation im-
posed inthe course of 1971-72, but also the further taxation which he has proposed
for the new financial year. Mr Chavan knows well enough that he may rely on
sublic sympathy for the budget provision he has made for Bangladesh and that
he.can be sure also of more of less unquestioning public support for the large
orovision for defence. He must have sensed, hawever, that the decision to in-
srease the Plan outlay even at the cost of increasing the tax burden on the
ysonomy and the pzople would not be so easily stomached by the public. He has
‘herefore attempted an explanation of sorts and has pleaded that the decision to
ricrease the outlay on the Plan has been taken mainly because this increase is
sonsidered necessary for accelerating the pace of economic growth and social
welfare.

fere the Finaace Minister is begging a whole array of questions. For ome
hing ¥he gotr‘ernment’s record shows that large gaps exist and have more or liqss
ways existed between what the gavernment has been providing in its budgets for
jevelopment and what it has actually been able to spend for the purpose from year
o yeat and also between the volume of spending effected and the ecfficiency with
vhich funds have been utilised. No positive relatjonship, moreover, has been
stablished between the: level of government spanding including developmental
ipanding and the level of activity in the economy. All that has been indicated is
he occasional linkage between ceftain government expenditures and slump in
iales exparienced by spacific industries which may be depending on government
ndents for or purchases of their products. Despite the continuous extension
»f the role of thestate in industry or commerce the stage has not been
eached, fortunately, where the economy is condemned to catch pneumonia every
ime the Finance Ministry sneezes.

Above all, a scrutiny of the government’s Plan outlays in;licates that most gf
hem are incapable of generating or are irrelovant to the generation of anincrease in
reneral economic activity. Indeed, if the Finance Minister (and his colleagues in
he central government) really believe that the additional Rs 300 crores or so which
hey p:opase to spand on central or centrally sponsored schemes will be adding even
t fraction of a par cent to the geowth rate of three or four per cent in industrial pro-

ction which we have been experiencing, he (and they) will believe anything.
Arttile this has been true of all these years in which marginal additions have been
nade to Plan outlays on the ground that they will improve the pace of economic
growth, it will pacticulacly apply to this budget because, on account of the need for
vindow-dressing the government’s electioneering promises to help the weaker sec-
ions of the community, espzcially through employment-oriented and welfare-orien-
‘ed spending, a good part of thisso-called development outlay is planned to be uti-
lised for schemes which may not be materially significant for strengthening or
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stimulating the basic forces or processes
of economic growth. Indeed it could
be said that the government could do
much more to promote employment and
mass welfare if it would only work its
steel plants more efficiently instead of
going in for increased expenditure of
public funds ¢n schemes the political
appeal or utility of which is more
apparent than their economic worth.

In the course of 1971-72, thanks to
the main budget followed by two mini-
budgets, the government succeeded in
imposing on the economy addi-
tional taxation estimated to yield Rs
500 crores in a full year. It is worth
noting that all the emergency levies
proposed in the last financial year are
sought to be continued by the budget
for the new financial year, Mr Chavan
has thought it sufficient to make just
one casual reference to this situation.
On top of these extraordinary levies
of 1971-72, the Finance Minister has
imposed about Rs 179 crores of taxa-
tion this year. It is not generally rea-
lised that this amounts in effect to a
total additional tax burden for 1972-73
of more than Rs 475 crores over and
above the taxation proposed in the
main budget in the financial year 1971-
72. This is the real magnitude of the
effective new taxation that the Finance
Minister has projected this year.

Public Brain-washed

Mr Palkhivala has suggested that the -

ublic has been brain-washed into a
atalistic acceptance of arbitrary and
abnormal taxation even as, for genera-
tions, Hindu widows had been brain-
washed into accepting as their fate the
ritual of sari. Nothing illustrates Mr
Palkhivala’s point more strikingly
- than the eass with which a false impres-

sion has been propagated that Mr
Chavan has been charitabletc the public
in proposing the amount of additional
taxation he has incorporated in the
budget for 1972-73. It is not realised
generally that the tax proposals amount-
ing to about Rs 179 crores on which Mr
Chavan spent so much time in his bud-
get speech are but a relatively minor
quantity when compared to the Rs
296 crores of extraordinary levies im
posed last year on an emergency basis
and quietly incorporated into tax struc-
ture of this year’s budget. Some of
us seem to have concluded hastily that
these levies will not last beyond
March 31, 1973. They will do'well to
note that the Finance Minister has not

stated definitely that the government .

will discontinue these levies after 1972-
73 and it is a fair bet that the greater
part ofthese levies will be merged with
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the rest of the taxation when the time
comes.

This apart, so far as the financial
year 1972-73 is concerned, the true
figure of additional taxation as com-
pared with the main budget of 1971-72
(which is of course the proper standard
of comparison) is not Rs 179 crores
but Rs 179 crores plus another Rs 256
crores representing the extraordinary
taxation imposed through the mini-
budgets of 1971-72.

No Thanks Due

Even those who have not fully rea-
lised the real dimensions of the tax
burden imposed by this budget have
no reason to be grateful to the Finance
Minister for his alleged moderation.
It is true that he has not proposed any
further increase in the rates of income-
tax (as also the surcharge on income-
tax) in the case of tax-payers other than
companies. All the same I submit that
no credit is due to the Finance Minister
on account of this. He, after all, had
before him the report of the Direct
Taxes Enquiry Committee. Although
the government is certainly not bound
to accept the recommendations in that
report, it would have been very difficult
indeed for Mr Chavan to propose any
further increascs in the rates of income-
tax on individuals in the face of the
unanimous finding of the committee
that the marginal rates of taxa-
tion on personal incomes have
reached levels at which they have
become confiscatory in nature and

. are therefore operating as the first and

foremost reason for tax evasiomn.

The committee has recommended
that maximum marginal rate of income-
tax including the surcharge should be
brought down from its present levcl of
97.75 per cent to 75 per cent and that
some reduction in tax rates should
also be given at the middle and lower
levels. That the government would sub-
stantially implement this proposal is
highly doubtful and the present writer
at any rate has no illusions about the
possibilities. But even though the gov-
ernment may (and, probably, will) re-
ject the argument for reduction in
incom-tax on the lines of the Wanchoo
Committee’s proposals, the Finance
Minister could not have thought of in-
creasing further the rates of income-
tax in the face of that committee’s find-
ings or recommendations. What I am
trying to make out here is that there is
no need for crediting Mr Chavan with
the virtue of sclf-restraint merely be-
cause he has not further put up the
rates of income-tax. With the Wanchoo
Committee’s report on its hands the
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government could not have found it
easy to raise this tax further even if it
might have wanted to do so. In this
sense the Wanchoo Committee has al-
ready recorded its first success, bu
there can be a reasonable fear that this
may be the only success of its kind
that this committee may be able to
boast of.

Instead of rejoicing then that the
Finance Minister has virtuously res-
trained himself from stepping up the
rates of inccme-tax, we may be more
profitably engaged in taking critical
note of his decision to impose
additional levies on the earnings of the
corporate sector by doing away with
special deduction of five per cent of
profits in the case of priority industries,
while increasing the surcharge cn the
income-tax payable by all companies
from two-and-a-half per cent to five per
cent. Mr Chavan, incidentally, has
added insult to injury by indulging in
levity while justifying this increase.
He has contended that since the other
special surcharges imposed during
1971-72 were all of the order of five per
cent, he had been charged in some
quarters with having discriminated in
favour of the corpoiate sector and that
he therefore desired to absolve himself
of this particular act of sinful partiality.
We may cnvy Mr Chavan this perfect
feoling of being the most responsive
Finance Minister any country has had
since the time the ancient Hindu ma-
thematicians invented the Zero.

Victim of Blitzkrieg

Mr Chavan’s assault on corporaté
earnings has of course not come as &
surprise. In the budget for 1971-72
he had given enough proof of his vieW
that corporate earnings was an eminont*
ly suitable victim for fiscal blitzkriegs:
In that budget the rate of surcharge
on company prc fits was increased from
25 per cent tc¢ 30 per cent in the c8s¢
of chargaeble profits in cxcess of
per cent of the capital employed. T.
rates of tax on long-term capital gains
were incieased from 40 per cont to
Der cent in respect of gains relating t0
lands and buildings and from 30 pef
cent to 35 por cent in respect of othef.
capital gains. In the case of new 18°
dustrial undertakings, ships and 8PP
roved hotels, the tax cxomption avail”
able for a period of five yoars was di°
luted by excluding debontures and long?
term borrowings from the calculatio®
of capital employed for determin
the exempted level of profits. A spech
tax exemption up to eight per cont
profits enjoyed by prority industs!
was cut down to g limit of five per

of the profits. Simultansously, a nnﬁ;
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‘THERE IS A NEW MARKET FOR INDIA IN EUROPE -

are offering £
new scope for gl

“the export of

Indian products

under the Generalised

f_,—,gy,stem of Preferences

- THE COMMON MARKET

\ The. Eiropean Economic Convmunity
Six. European countries — Betgium,
France, Germany, Italy, Luxembourg
f" _and the Netherlands — 186 million people,
g/ have combined to form the greatest concentration
s Y ot buying power in the world — the European Economic
R\ Community. Aiready the largest import and export

¢

2 the world's trade and one-fifth of

N the world's gross product after.
. , 7 the entry of the United Kingdom .
and other applicant countries. This market is now open
to India and.other developing countries under a schéme
b known ‘as the Generalised System of Preferences.

{‘s§ ™ market, it will account for one-third of

, What is the Generalised System
o, of Preforences?

P The GSP is a system based on the
principle of non-discriminatory and
y non-reciprocal preferences for the

e)gports_ of _developing countries. The
main objectives are to increase the earnings
‘from these exports, to promote industrialisation and to
 accelerate the economic growth of developing countries.

How_ daes India benefit under the GSP?

India already has a large, modern industrial .
With world trade trends shifting from primar';ase
# commodities to manufactured and semi-manufactured
¢ produtts, India has a good opportunity to compete
with other developing countries in the Common Market.
With the implementation of the GSP: India will haye duty-free access
to this new market for the export of industrial products and will get
preferengial tariffs for certain agriculturai products. It is estimated
thdt the introduction of the GSP will generate additional trade
woru) at teqst one billion dollars in the EEC countries.india is oneof the
countries which stands to gain from this new Common Market policy.

¥
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ber of industries were removed from
this list of priority industries.

_On this occasion Mr Chavan has
only carried forward this process of
attrition directed against concessions o1
incentives given to the corporate sec-
tor. He has done away altogether with
the special deduction of five por cent
of profits in the case of domestic com-
panies engaged in priority industries.
The effect of this would be to raise
the incidence of corporate taxes on com-
panies in the priority sector from 50.6
per cent to 55 per ce nt which is the inci-
dence on companics engaged in Qtl_ler
industriss which had not beenreceiving
this concession. As a result of these
changes in corporatc taxation, the cor-
porate sector will have to bear an-addi-
tional burden of Rs 13.5 crores in
1972-73 or Rs 18 crores in a full year.

Convenient Alibi

The Finance Minister will no doubt
appeal conveniently to the repoit of
the Wanchoo Committee which has
favoured the abolition of tax conces-
sions given to priority industties. He
must be even more happy with the sug-
géstion made by the Wanchoo Commi-
ttee that g capital levy should be im-
posed on both owned and borrowed
capital of a company as a deterrent to
avoidable capital expenditure or
borrowings. The committee has sugges-
ted & general flat rate of one per cent,
with differential treatment in the form
of e'ther g basic excmption or a lower
tax rate for smaill companies. The idea
of such a tax is of course not new and
Mr T.T. Krishnamachari, during one
of his tenures as Finance Minister, had
expetimented with it. Mt Chavan,
however, is unlikely to be discourag:d
by the government’s experience of this
precedent. It is doubtful, however,
that he would be as enthusiastic about
ancther recommendaticn of the Wan-
choo Committee suggesting the aboli-
tion of surtax on companies as
he may be about the capital levy.
It may be assumed again that the go-
vernment may not attach particular
weight to thep-oposition clearly stated
by members of the Wanchoo Commi-
ttee that the changes recommended in
th report inrespact of corporate tax-
ation are not designed to step up the
burden of tax on companies. Once th>
government finds that it has explout.ed
to the full the scopz for taxing the in-
comes of individuals, it will automati-
cally looktocorporate taxation for fur-
ther opportunities of fiscal exploration.
Mr Palkhivala may shout himself

- hoarse that the rate of corporate tax-
. ation should not in any event exceed 50
per cent, but this government certainly
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has not r¢cognised any such limit nor
is it likely to do so in the futwe. It
may be fond of ceilingsin certain con-
texts, but it is certainly most gllergic
to ceilings being placed on taxation
whethsr direct or indirect, whethet
petsonal inccme and wealth taxes or
corpoiate taxation.

Viewed in this light, there is very
little in this budget for those who be-
lieve that wrcng fiscal policics are
frustrating the pttential «f the na-
tional economy to be thankful for.
If, instead of going afier more tax re-
venue for the benefit of a larger provi-
sion for Plan outlays, the Finance
Minister had taken advantage ofthe
buoyancy intax revenues gnd the heavy
taxation imposed in 1971-72 to give
some relief in direct taxation and also
at strategic points in indirect taxation,
he might have statted a process of sti-
mulating production and investment,
consumption and saving, which could
have done more for economic growth
than the paper money he has provided
for Plan programmes and schemes.
Had the government been wise enough
to maintain its own development ex-
penditure at about the same rate as in
1971-72 and employaed the masgin of
resources thus created in financing tax
reliefs and- incentives, the climate for

industrial expansion could have been

greatly improved in material as well
as psychological terms. As it is the
Finance Minister and his coleagues in

-government seem to have settl d for

the nation dragging along at the four
per cent growth rate to which the
economy has become tiad.

There is a general feeling in the
country that the Prime Minister, now
that she has consolidated her authority
in the government and the power of
her party in the politics of our country,
will confidently and energetically add-
ress herself to the economic problems
facing the nation. There is a feeling in
the air that things, consequently, must
and will start moving. This sentiment
it may be mentioned, was reflected in
the proceedings of the recent annual
general meeting of the Federation of
Indian Chambers of Commerce and
Industry. Imay say at once that I par-
sonally am not given to attaching much
importance to vague impressions of
this kind, stamped as they are with the
seal of the wish being father to the
thought. But p:rsons, whose judgnient
I respect (and some of whom are in
government or administration) = tell
me that the Prime Minister’s priorities
have really changed and that she js
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genuinely concerned with a programime
of action which would take the econo-
my forward. According to this school
of thought, the Prime Minister not only
appreciates the explosive implications
of growing unemployment but also re-
cognises the connection between the
low levels of national saving and invest-
ment on the one hand and the stagna-
tion in employment opportunities on
the other. It 1s suggzested further that
she has become fully conscious of the
relationship between national security
and the rapid expansion and steady
diversification of the industrial struc-
ture. The argument, therefore, is that
the government is now likely to develop
a more positive approach to issues of
development and display a new dynam-
ism in dealing withthem. I hope these
optimists will be justified in their expec-

tations.

Committed to Dogmas

Meanwhile I would like to indicate
my own reading of the present situation
and the immediate future. It is clear
that this government has committed
itself to certain dogmas. It has. been
asserted, for instance, that the con-
centration of wealth or economic power
should be checked or eliminated even
at the risk of the measures taken for
this purpose coming in the way of the
Industrialisation of the country. Simul-
taneously it has been affirmed that the
Pattern of direct taxation should be
designed, developsd and directed in
such a way that an effective ceiling is
imposed on income and wealth. These
conc pts have forced on the government
a pattern of management of the nation-
al economy which I consider to be ini-
mical to the growth of investment and
production and therefore the genera-
fion of more and more resources with-
out which there can be neither social
justice nor social welfare.

The dogma about the concentration
of economic power has involved the
government in all kinds of self-defeat-
ing exercises in the administration of
industrial controls and regulations and
thereby made for vast expenditures of
national time and energy on holding
down the rate of development. If our
industry — or even our GNP despite
expansion of our agriculture — is not
srowiny, at more than four per cent per
annum, it is mainly because the ~overn-
ment apparatus has been labourin,, as
if deliberately, to keep down economic,
particularly industriaPactivity.

_Apart from administrative restric-
tions, fiscal policy is also being emp-
loyed to obstruct the growth of the
larger firms and: business organisations
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and this fact explains the consistent
and growing animus displayed against
the corporate sector in successive cent-
ral budgats. This fiscal policy has be-
come further vitiated thanks to the
other political objective of ceilings on
income and wealth. As a result, the
principle of progressive taxation has
been perverted to a point where con-
cep's such as the ability to save or
willingness to save or the impact of
taxation on this ability or willingness
have been outlawed from the practice
of public finance in this country. The
effectiveness with which public op'nion
has been pirsuaded to accept the
Establishment view in this matter is
vividly brought out by the fact that
even if one were to be bold enough to
argue in favour of a reduction in the
income-tax, one must also be prudent
enough to seek justification for his
view in terms of the encouragament
which high taxes provide for tax cva-
sion.

Amusing Experience

It is not my purposc here to be un-
charitable to the Wanchoo Commrittee,
Its terms of reference emphasise after
all the black money aspxct. But I do
find it truly amusing that so little is
heard today in terms of a straight de-
mand that taxes should be reduced be-
cause they inhibit saving, investment
or risk-taking in business. Even Mr
Palkhivala, while talking on tax reform
in these positive terms, finds it neces-
sary to buttress his case by bringing in
the unfairness of agricultural incomes
not being taxed, while salary, profes-
sional or business incomes are mnot
merely taxed but taxed very heavily.
It can surely not be Mr Palkhivala’s
contentionthat the prevailing structure
of taxation of incomes in the urban sec-
tor would be rendered less unsound
once a tax is levied on agricultural in-
comes as well,

I would submtit, therefore, that a test
of Mrs Gandhi’s seriousness about
economic development could well be
her ability or willingness to compre-
hend the basic importance of tax reform.
The Wanchoo Committee report has
given the government an opportunity
to retrace its fiscal steps. But it can
avail itself of the opportunity only
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il it has the political courage to give
up its demagogic fictions about con-
centrations of economic power or ceil
ings on income or wealth.

The ruling party, no doubt, has had
tocut its political tecth on certain catch-
words having mass appeal. 1n a poor
and largely illiterate democracy this
may be reckoned as one of the cruel
facts of public life. Now that this party
has successfully established for itself
a dominant position in government,
central or state, there is little justifica-
tion for its continuing to subordinate
the basic economic interests of the
country to its palitical interests, For-
tunately, in sp:te of years of indoctri-
nation, the pzople of this country, by
and large, have not succumbed com-
pletely to the politics of ignorance and
envy. They have still kept their hold
on a liberal outlook in relation to the
nation’s economic affairs and there is
therefore no basic p-ejudice in the
community against its more successful
ot enterp-ising members. The p:ople’s
main concern is not with how some of
their number are managing to live well
or how much the latter may be earning
or passessing, but with the elimination
of mass poverty, the expansion of em-
ployment opportunities, the availabi-
lity of essential goods and the improve-
ment in the standard of living.

There is, surely, no political obstruc-
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tion today to any government that may
be in power should it choose to pursue
such constructive goals. The public
has long ceased to believe in controk”
for the sake of controls nor is it
bewitched by the efforts of Finance
Ministers constantly on the look-out
for ways and means of distributin,, po-
verty. The p2ople are also losing faith
in the catch-words of planning such as
the dominance of the public sector or
the mobilisation of savings through
the mechanism of government budgets.
They have become wise to the fact that
the public sector is detracting from de-
velopment, that the resources that are
being poured info it are being spent
wastefully rather than employed pro-
ductively. They have also woken up;
to the truth that the government can
not save, that it can only dissave, It
will not be long before they summon
enough gumption to reject such politi-
cal leaders as have nothing to give them
except election-eve promises. Even a
massive mandate runs only for five
years in the normal course and Abra-
ham Lincoln had long ago admonished
all those who would practise demagogy
in a democracy that one cannot fool
allthe people alithe time. We have late-
ly been treated to much political elo-
quence about India’s date with Destiny.
India’s political leaders must beware
that the bell does not toll for them be-
fore India is enabled to keep that date.
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His Maesty’s Government are due to make
yet another statement on India. When Porlia-
ment reassembles on the 17th April after the
Easter recesv, Mr Attlee is expected to an-
nouncc the Cabinet's decision regarding the ser-
vices. A lot of tendentious propagande has been
carried on in favour of these services and senior
members may be forgiven, if what has becn
written recently regarding tteir stakes and im-
portance. has led tt em to believe that after them
there will be a deluge. Whet arc the real facts?
The 1064 and odd 1.C.S. officers do not cer-
tainuy set the pace for efficient administration in
the country. There has been a sad deterioration
in the quality of this Service and foreign ob-
servers, who inevitably read panegyrics written
by Sir Edward Blunt or Mr O'Meally— not to

speak of countless volumes of reininisccnoes
written in e particular style and from a particula®
point of view — are bound to get an entirely
distorted idea of the importancs of the I.C.S. or
the LP. at present. The trouble is that all this
history is not uptodate. An impartial account of
the achicvements of members of the two Im-
perial Services, individually or jointly, during the
last thirty years, is more likely than not to indi-
cate that the faith which we have all along had
in the capacity of the civilian to administer the
country, has been misplaced. The virtusl liquid-
ation of the services, consequent on the fetire
ment of British and Indian members alike on
the generous premature retirement terms is likely
10 be much less unsettling than is commonly
supposed.,
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Another
opportunity

missed

Tue UNioN Finance Minister, Mr Y.B.
Chavan, indicated in Part B of his
budget speech for 1972-73 that he had
proposed no changes in the rates of
income-tax and surcharge on mcome-
tax in the case of all tax-payers other
than companies. While this statement
is broadly correct, the changes in the
Income-tax Act proposed by him go a
long way, not in mopping up addi-
tional funds but in tightening the screws
so as to reduce tax evasion. Here and
there he has withdrawn certain reliefs
for which he did not care even to put
forward plausible reasons.

S. P. Chopra

The cumulative etfect of zIl the
changes proposed in direct taxes 1s
estimated to be Rs 24 crores in a full
year and Rs 16 crores in 1972-73. The
share of the states will be two crores
f rupees leaving Rs 14 crores for the
centre. Out «f the expected yield «f

. Rs 113C crures in 1972-73 frcm direct

taxes (see table below), the new im-
posts constitute about 1.5 per cent of
the total burden.

DIRECT TAXES' 1972-73 (BUDGET)

Rs crores

Corporation Tax 480.00
13.50*

Income-tax 580.00
3.00*

Estate Duty 8.00

Wealth Tax 43.00

Gift Tax 2.50

1130.00

*Effect of budget proposals.

A study of all his proposals relating
to direct taxes leaves the impression
that he has not availed of this opportu-
nity to promote personal saving and
investment by providing relief to the
harassed tax-payer who has borne this
crushing burden for the last so many
years. If there was enough justification
for increasing the incidence of direct
taxation in earlier years, there was still
more powerful ground for providing re-
lief in direct taxes this year.

The Wanchoo Committee report has
already showed in unmistakable terms
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the harm which has been done to the
economy by penal rates of direct taxa-
tion. What is more, relief was expected
in the case ¢f a large number of asses-
sees in the lower income brackets
who have borne the income-tax
burden unnecessarily because the cost
of collection of taxes from them bas
becn high and their net addition to
the exchequer has not been signi
ficant. If individuals having income
between Rs 5,000 and Rs 7,000 a year
were exempted, the loss of revenue to
the exchequer, as estimated by the
Bhoothalingam Committee, would not
have been large. While Mr Chavan has
tightened the screws for collecting addi-
tional revenue through the present tax
structure, he has missed the bus for
carning the gratitude of the tax-payers
in the lower strata of society particu-
larly.

High Cost of Collection

Table I (p 562)sets out a distribution
of income-tax assessees according to
various income-tax ranges for 1967-68,
the latest year for which these statistics
are available. It will be seen that the
largest number of assessees was in the
income-tax range of Rs 5,001—7,500
at 4,15,309 with tax yield of less than
seven crores of rupees. If income-tax
exemption limit were raised from Rs
5,000 as at present to Rs 7,000, the loss
of revenue to the government would be
between five and six crores of rupees.
The cost of collection in this case
being high—rough estimates put it
between two to three crores of rupees
—the exchequer would not incur any
sizable loss if it took the step suggested
above. On the contrary, it would earn
the gratitude of more than 4,00,000
families which are already bearing a
heavy burden of indirect taxes. More-
over, this step will lessen the work of
income-tax officers who will have more
time to study rather more remunerative
cases.

Since most of the changes introduced
in the current year’s budget are de-
signed to reduce tax evasion, it is neces-
sary here to recount the causes listed
by the Wanchoo Committee which lead
to tax evasion. The most important rea-
son, in the view of this committee, is
the confiscatory rate of taxation under
the direct tax laws. “Prevalence of high
taxes is the first and foremost reason
for tax evasion because this is what
makes the evasion so profitable and
attractive in spite of the attendant risks”
states the committee. It has suggested
that the marginal rate of income-tax
should be reduced from 97.75 per cent
as at present to 75 per cent only. Table

561

II (p. 565) sets out the rates of income-
tax suggested by it.

‘Will the government heed the advice
of this committee? The immediate
reaction of the Ministry of Finance has
not been favourable.

The tax on casual and non-recurring
incomes exceeding Rs 1,000 a year has
been justified by Mr Chavan on the
plea that it would remove any tempta-
tion that people might have for neg-
lecting regular duties in favour of any
casual or ephemeral or even imaginary
pastime. The objective here also seems
to be to block a loophole. It has been
rumoured that in order to convert their
black money into white money some
people had recently bought the winn-
ing tickets from the winners of the
state lotteries at a premium. More-
over, the gains made by those who win
state or other lotteries, or win fabulous
sums at horse races, crossword puzzles
and games of cards, have been equated
with the profits of persons who enjoy
the benefit of capital gains on apprecia-
tion of their property values without
any effort on their part.

The Finance Minister has laid
down that before taxing such non-
recurring incomes from state lotteries
a deducticn «f Rs 5,000 plus 50 per
cent « f the balance would be allowed.
In the case of crossword puzzles and
other lotteries, the deduction at source
would be 34.5 per cent. This places
the state lotteries in a happier posi-
tion than crossword puzzle: and other
lotteries. What is important in this
case is that casual losses if and when
incurred would be allowed to be set off
only againit the same type of income.

Lenient Attitude

It might be argued that the Finance
Minister has taken a lenient attitude to-
wards state lotteries while he has been
rather harsh to those winning at the
races, crossword puzzles etc. Because
winnings in both the cases are of the
same type, it was necessary to treat
them alike. It is well known that the
states which have been successful in
raising substantial revenue through state
lotterles_ will lodge a protest against this
levy as it would reduce the enthusiasm
of the pecple for these lotteries.

The Finance Ministers are known to
be clever persons who specialise in
the art of aftaining their objectives
through various means. May be, this
discrepancy in the rates of taxes will
be rectified when the amendments to
the Income-tax Act are presented in
order to incorporate some of the re-
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commendations of the Wancheo Com-
mittee. It may be stated here that the
Wanchoo Committee has recommended
that the earnings from lotteries, cross-
word puzzles etc. should all be made
liable to tax.

A new provision has been made in
the Finance Bill for 1972 which stimu-
lates the deduction ¢ f tax at source at
therate of itwo per cent on the payments
made to contractors by the government,
local authorities, statutory corporations,
and companies. Paymncnts made by
contractors to sub-comtractors will
attract a deduction at the rate of one
per cenf. In the first place, this pro-
vision will expedite the settlement of
income-tax cases of contractors and sub-
contractors; secondly, it will assist in
locating potential tax-paycrs. But in
those cases where the contractors or
sub-contractors fail to make a profit
on the ccntract — as all contracts do
not yield profits — a refund will be due
to the contractors. This provision is
merely a convenience for raising the tax
revenue and in locating the tax-payers
inthis special class.

In order to make the assessees pay
their income-tax dues promptly, the
Finance Minister has proposed that the
rate of interest charged when there is
delay in the payment of direct taxes
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to the government should be increascd
from 9 per cent to 12 per cent per an-
num. Simultaneously, the government
has taken the responsibility of paying
interest at 12 per cent per annum on
refunds, the payment of which is de-
layed. This isindeed a fair proposition.
This is likely to result in prompt pay-
ment of taxes as well as refunds. ‘When-
cver the refund suffers inordinate delay
and sizable charge by way of interest
has to be paid to an assessee, the officer
incharge would naturally come in for
severe departmental criticism.

Hitherto certain categories of trans-
fer of capital assets — particularly
ewellery — did not attract the capital
gajns tax. The transfer of jewellery
somehow gained importance in recent
years for avoiding the tax. The Minis-
try of Finance is of the view that this
deficiency in the capital gains tax had
given risc to fictitious transactions in
Jjewellery which were designed to regu-
larise incomes which had escaped the
axe of taxation. The present bill has,
therefore. brought the transfer of je-
wellery within the purview of the capital
gains tax. If, however, an assessee
purchases jewellery for his personal use
within six months with the sale pro-
ceeds of the jewellery, it would be
exempt from the capital gains tax. If,
however, a part of the sale proceeds

TanLe [

TAX PAYABLE BY INDIVIDUALS IN 1967-68

fncome  Income-tox
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were utilised for the purchase of je-
wellery, the proportional part of the
capital gains would be exempt from the
capital gains tax.

To the cxtent the sale of jewel-
lery —— real or fictitious -— was be-
ing used for unholy schemes of
converting black money into white
money, it was indced a heinous crime
against society. The honest tax-payer
is however likely to undergo hardship
because of this new levy. Many middle
class families have inherited jewellery
and the date of original purchase of
the price at which it was purchased i3
not known to the present owners. In
the case of jewellery purchased before
1939 when the price of gold was almost
one-tenth of the level which prevails
today nearly the whole of the sale
praceeds of jewellery would attract
capital gains tax. As the primary ob-
jective of investing in jewellery was
to make use of savings for the rainy
day, the capital gains tax would take
away a large slice of the sale proceeds
which would severely hurt the assessees
in need of funds.

If the objective is that people should

cease investing in jewellery, this tax -

might act as a deterrent in some cases
but to those traditionally wedded to
jewellery, it would have no effect. On

Range of total incomg asscssed No of Surcharge Total
assessces  essessed  (including Rs(000)  Rs(000)
Rs Rs (000) Super-tax)
Rs (000) ’
. —_—— - — -— o e o o o = 2. e et 4% e At e e S
Balow 4,000 25138 8,30,85 15,03 1L 16,14
4,001 5,000 330460  1,36,07,26 2,41,61 3,16 244,77
5,001 7,500 415309  2,48,43,03 6,44,06 32,61 6,96,67
7,501 10,000 262646  2,21,20,57  10,90,99 45,97 11,36,96
10,001 12,500 100236  1,10,05,00 7,00,70 19,31 7,50,0%
12,501 15,000 66948  90,79,14 6,89,39 50,50 7.39,89
15,001 {7,500 53439 8475,82 8,18,95 49,83 8.68,73
17,501 20,000 31158 $8,17,79 6,05,43 48,57 6,54.00
20,001 25,000 41403 90,8L71 122842 92,35 132077
25,001 30,000 2195 60,28,77 9,90,07 8505 10,7512
30,001 40,000 26336 89,8041  19,07,08 15323 20,603}
40,001 50,000 10782 47,6783  12,79,11 1.17,39 13,96,50
50,001 60,000 6426 344343 10,5178 93,90 11,45,68
60,001 70,000 4044 256858 8,274 77,34 8,90,08
70,001 1,00,000 4688 38,7989  15,23,56 164,27 16,8783 -
1,00,001 2,00,000 3300 434287 20,4387 24651 22,9038
2,00,001 3,00,000 563 13,6062 6,90,44 97,64 7,88,08
3,00,001 4,00,000 20 76362 421,63 63,32 4,84,95
4,00,001 5,00,000 113 501,65 2,9542 45,12 3,40,54
Over 5,00,000 229 246846  14,82,40 243,95 17,2635
Total 1405633 1439,76,30  185,52,68  17.61,13  203.138L

SPECIAL BUDGET NUMBER

EASUN has talents. .

Talents to serve industry through various electrical,
mechanical and structural equipments and services.
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s Transformers ¢ General Engineering &
oESPAR Electrical Structural Services
Stampings e Industrial Contracts

-Complete Electrification

e Complete Substations

e Switchgear
e Control & Relay Boards
o Water Supply Systems

e Export House
o Marine Engineering
e Project Consultancy

The Easun Group manufacture Hackbridge Hewittic and Easun Transformers, Easun
Switchgear and Espar Electrical Stampings. They act as Construction and Contracting
Engineers and provide engineering services like complete Industrial

Electrification, General Engineering and Structural, and Consultancy Services.

They also undertake design, supply, erection, commission, testing,

after-sales-service and project consultancy including complete

substation work upto 220 KV.

Over the years Easun equipments and services have helped to
speed up the industrialisation of the country. Easun with their
experience and expertise, will continue to play a vital role

in the ushering in of a brighter, more prosperous tomorrow..

EASUN ENGINEERING €O. LTD.
HACKBRIDGE-HEWITTIC AND EASUN LTD.
ESWARAN & SONS ENGINEERS PRIVATE LTD.

EASUN PRODUCTS OF INDIA PRIVATE LTD.

Madras-1.
Offices at New Delhi, Bombay, Calcutta & London
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the contrary, this measure might de-

feat the very objective it is expected to
achieve, Most of the jewellery might
now be sold in the black market. This
would increase still further the di-
mensions of what the Finance Minister
described sometime ago as the “‘paral-
lel economy.” :

During the 30’s this country had laid
great emphasis on the co-operative
movement. The government of India
had gone out of its way to encourage co-
operative societies in the country but
now it seems the era of disenchantment
with co-operative societies has com-
menced. The latest budget proposals
include a provision which will be taken
as a disincentive for the growth ofco-
operative societies. At present, the
Income-tax Act exempts from income-
tax-—without any ceiling limit — the
dividends received by an assessee from
a co-operative society. It is now pro-
posed to withdraw this concession be-
cause it is believed that this facility has
encouraged tax avoidance by some un-
scrupulous persons who would nor-
mally have paid taxes but have been
able to avoid them by arrangingtocarry
on their activities through the co-opera-
tive societieg established for this speci-
fio purpose. However, it has been con-
ceded that such dividends will be allow-
ed to be included in the deduction limit
of Rs 3,000. Last year's budget had pro-
vided a sum of Rs 3,000 earned by way
of dividends from the UTI, dividends
from public or private limited com-
Panies and interest or deposits in banks
which was not taxable. To this list
have been added dividends received
from co-operative societies as well.,

Increasing Tax Yield |

All the changes indicated above will
result in increasing the tax yield by six
crores of rupees in a full year and three
crores of rupees in 1972-73 out of which
two crores of rupees will be the share of
the states. It seems that the Finance
Minister has put forward comservative
estimates. The yield, especially from
lotteries, races and crossword puzzles
is likely be significantly higher.

The history of growth of industry in
our country hasshown frequent changes
in official policy. There was a time when
it was believed that the utmost attention
and care needed to be given to priority
industries which were listed in the sixth
schedule of the Income-tax Act. This
list was supplemented by the addition
of electricity companies and hotels
owned by Indian campanies. All these
priority industries enjoyed concessional
rate of taxation on their profits in the
belief that it was in the national inte-
rest to encourage their promotion. A
deduction of an amount equal to five
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per cent of taxable profits of such com-
panies was allowed from the taxable
income. The budget proposals  for
1972-73 have discontinued this spzcial
facility which was allowed in the com-
putation of the profits of priority in-
dustries.  The Finance Minister has
put forward no valid reason for doin,
s0. Are we to infer that in the scheme
of things which the Ministry of Fi-
nance and the Ministry of Industrial
Development now visualise, there is
no interest in encouraging the priority
industries?

Surcharge Raised

To the same category belongs the
decision of the union Finance Minister
toraise the surcharge on company taxa-
tion from 2% per cent to five per cent.
This special surcharge had been im-
posed in the wake of the extraordinary
situation which had developed in this
country last year. While a surcharge
of five per cent was levied on many
other items including railway passenger
fares, the union Finance Minister had
at that time thought it desirable to levy
a smaller surcharge on companies at
the rate of 2% per cent. This was
done in the belief that the corporate
sector was already paying a harsh—ra-
ther confiscatory — rate of tax. The
Finance Minister has enhanced the
burden of the corporate sector by in-
creasing the surcharge from 2 per
cent to-five per cent which is expected
to yield Rs 12 crores over a full year
and nine crares of rupees in the assess-
ment year 1972-73. The disallowance
of the special deduction of five per cent
in the case of priority industries and
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doubling of the surcharge qn the corpo-
rate sector will impinge heavily on the
profits of this sector leading to a re-
duction in the volume of funds for
ploughing back. Both these are nega-
tive features of the budget proposals
which would provide disincentives for
industrial expansion.

Withdrawal of Deductions

. The withdrawal of the special deduc-
tion for priority industries will vield
additional revenue of the order of six
crores of rupees in a full year and Rs
4.5 crares in 1972-73. The increase
in the surcharge on companies will in-
crease their tax burden by Rs 12 crores
in a full year and by nine crores of
rupees in {972-73.

The Finance Bill for 1972 has incor-
porated some changes in regard to the
taxation of charitable and religious
trusts, the aim being to discourage the
use of these trusts by their promoters
or their relatives. It is now stipulated
that voluntary contributions received
by such trusts would qualify for rax
exemption from income-tax only if they
are used for religious or charitable pur.
poses. These trusts will have to get
their accounts audited by a chartered
accountant and they would also haye
to get themselves registered for claim-
Ing this benefit. It js thus designed to
plug a loophole which existed and
which had been made use of by certain
persons, according to the Wanchoo
Committee.

Not many measures are including in
the current year’s budget for encourag-
Ing savings and investment, Except
for lengthening the list of eXemptions

TABLE II

THE RATE SCHEDULE RECOMMENDED
BY WANCHOO COMMITTEE

Income slab

Rate of tax

0— 5,000
5,001—10,00)
10,001--15,000
15,001—20,000
20,001— 25,000
" 25,001—30.000
30,001—40,000
40,001—50,000
50,C01—60,000
60,001—70,000
Over 70,000

10%

500152,

. 1,250+4-20%
. 2,250+25%,
3,500-}-35 %,
5,250-45°
9,7504-50%

14,750 55
20250460

. 26,250-4-65%

el e,
g

Surcharge of 15 per cent in respect of incomes over Rs 15,000.
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under the Wealth-tax Act by including
investment in industria! proprictarycon-
cerns or partnership firms and atlow-
ing the contributions made under the
unit-linked insurance plan of the Unit
Trust of India to qualify for deduc-
tion in calculating the taxable income
of an individual, the budgst has drawn
a blank in this regard.

Changes in Wealth-tax

It may be recalled that under the
Wealth-tax Act, 1957, approved finan-
cial assets up to the value of Rs 1.50
lakhs are exempted from tax; in the list
of approved assets were included: (a)
government securities, (b) fixed deposits
with central government, (c) shares in
Indian companies, (d) notifizd deben-
tures, (¢) units in the Unit Trust of
India, (f) deposits with banking com-
panies, (g) deposits with approved
financial institutions, (h) shares in a
co-operative society; and (i) deposits
made by a member of aco-operative
society with the society. Now, the la-
test Finance Bill has included in the
above list the value of assets forming
part of an industrial undertaking be-
longing to the assessee. In computing
the value of the exemption up to
Rs 1,532,030 this asset would also be in-
cluded. It is believed that this con-
cession would lead to increase in in-
dustrial investment in the country.
It is not possible to measure the total
impact of this concession on industrial
investment but it will certainly not be
very significant.

As stated earlier, incomes derived
fiom dividends, interest on bank de-
pasits, dividends received from the Unit
Trust of India (UT)) up to Rs 3,000
in a year are exempt from income-tax
liability. This has, to a large extent,
affected the activities of the UTI be-
cause immediately after its coming into
being, the then Finance Minister had
allowed exemption up to Rs 1,000 ex-
clusively in respct of dividends received
from its units. Now an attempt has been
made to promote the new unit-linked
insurance plan of the UTI which will
qualify for the sp:cial deduction which
is currently available in resp:ct of life
insurance premia and contributions to
recoznised provident funds. It may be
recorded here that the taxrelief in these
casas is allowed by deducting 107 par
cent of the first Rs 1,000 followed by
53 par cent of the subsequent Rs 4,000
and 49 par cent of the balance of savings
from the taxable income of the assessce.
The coatributions made to the unit-
linked plan of UT1 will derive the same
benefits though this facility will be
available only from April 1, 1973 i.e.
in relation to 1973-74 and subsequent
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vears. The unit-linked insurance plan
of the UT1 has so far not attracted the
imagination of the p:zople; may be
after the sanction of this facility, contri-
butions to this plan will increase.

There are vast d fferences in rules and
regulations goveining the payment
of gratuity to retiring emplayees of the
central government, the state govern-
ments, the defence services and the sta-
tutory corporations. In some statutory
corporations, no ceiling limits have been
laid down regardingy the exempted
amounts of gratuities. On the na-
tionalisation of 14 major banks, the
number of statutory corporations has
increased and there are wide differences
in the gratuity schemes of these banks.
In order to bring all these corporations
in line and remove the individious dis-
tinctions between them, the gratui-
ties under the Income-tax Act are pro-
nosed to be regulated. :

Exemption from Income-tax

The Finance Bill envisages exemp-
tion from income-tax in respect of gra-
tuities réceived by employees of sta-
tutory corporations as well as em-
ployees in the private sector only if
such gratuities are received (a) on re-
tirement; (2) incapacitation or death
of the employee; (3' on termination of
employment. There is thus no provi-
sion for voluntary retirement theugh an
official spokesman at a briefing 1o the
press indicated that voluntary retire-
ment was covered by the termination
of services. By its very nature the ex-
pression ‘‘termination of services” is
obnoxious and cannot be taken on a par
with voluntary retirement. It is neces-
sary that this olause should beamended
snitably so as to cover the case of vo-
luntary retirement as well which be-
comes necessary in certain sensitive pro-
fessions.

The exemption from income-tax of
gratuities will be covered by a ceiling
of Rs 24,000. This change in the tax
trecatment of gratuities will take effect
from April 1, 1973 implying that the
new interpretation will apply for
1973-74 and subsequent assessment
years, The Finance Bill 1972 has, how-
ever, provided exemption from 1n-
come-tax on income of approved gra-
tuity funds. Just as recognised provi-
dent funds and approved sup:rannua-
tion funds are exempt from income-
tax on their incomes, a similar provi-
sion has hitherto not been available to
sratuity funds.

The Finance Bill has now amended
the relevant provisian in the Income-
tax Act to p-ovide for exemption of
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income of the approved gratuity funds
from tax. This will, in the first place,
encourage the formation of gratuity
funds and would not cause burden on
the finances of a company when a large
number of parsonsretire in a single year.
Secondly, in a year when a number of
employees of an organisation retize, it
has an adverse effect on the surplus
which would tend to reduce the bonus
allocation for that year. If this provi-
sion should encourage private sector
companies in particular to set apat
small sums every year for the gratuity
fund, it will come as a great relief in
the year of retirement of persons draw-
ing sizable salaries. Like the other
amendments in regard to gratuities,
this also will come into operation in
1973-74 and subsequent assessment
years.

_The Finance Bill, 1972, has also pro-
vided exemption from wealth-tax not
oply for gratuity funds but also for
provident funds and approved super-
annuation funds with retrospactive
effect from April 1, 1957—the date of
commencement of the Wealth-tax Act.

The decision to award each income-
tax assessee a distinct and permanent
account number may look like a mark
of distinction but this will be the. be-
gianing of @ nmew system which will
make avoidance of taxes difficult in the
future. lnevitably it will lead to the use
of computers in collecting data from
theincome-taxrecordsin such a manner
that some sort of reconciliation of pay-
ments and receipts is possible. With
the use of new third generation campu-
ters, it will be possible to reconcile
nation-wide payments and receipts and
to locate the particular .account num-
bers which had failed toindicate some
of the payments reccived during
particular year. .

Welcome Step

This is a welcome step in the sense
that it will bring efficiency to the in-
come-tax collecting machinery. The
leakages will be detected and the in-
come-tax yield will increase which, in
turn, would make it possible for the
governmeut to provide some relief to
thousands of income-tax assessees and
also to reduce the marginal rate of tax
in the higher income brackets as sugges-
ted by the Wanchoo Committee.

Last year the Finance Minister, Mt
Y.B. Chavan, had served notice on 1n-
dustry in regaid vo the development re-
bate which, he said, would not be avail-
able afier May 31, 1974. It may be
recalled that this facility had been
given for the first time in the budget for
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He is the man of the town on 8 spending spree. ..

He npanufacgures a wide range of high quality Nylon
Fabrics. He is confident his profits will rise higher and
higher each year,

He is aole to afford every luxury ...

He earns more and likes to spend more,
Money is coming his way so often that he ¢an buy
many more things,

All this prosperity because he uses finest Nylon yatn
manufactured at Modipon,

AR modipon

MAKES BETTER NYLON YARN
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In The Packaging industry

The food and dairy,
pharmaceutical,
toiletry and

cigarette industries
rely on foil
packaging—

to protect products
and please customers.

All those products up there haye
one thing in common : aluminium
foil. Aluminium foil used either
as a wrapper or pouch, bottle cap
or tagger top, helps keep the
products fresh, tasty and
wholesome.

Aluminium foil comes from India
Foils —the people who pioneered
and developed the foil industry
in this country by discovering new
and improved uses of foil.

Right from the start, India Foils
put their research, skill, knowledge
of Indian conditions and
know-how of the latest foil
technology to work—developing
new directions in packaging.

Aluminium foil today performs
a variety of packaging function¢
in @ wide range of industries

!

India Foils
Limited

{Incorporated in Great Britain.
Liability of Members Limited)

Calcutta Bombay New Delhi
Madras Baroda Cochin
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1954-55 for the express objective of
iccelerating ecomomic expansion in
this country. For more than a year
Bow, the industry has pleaded with the
3®ernment not to withdraw this con-
Cession but to no purpose. 1f the go-
Yernmem cannou revise its decision in
this regard, argues the industry, it
Could at least introduce some other
fiscal concessions for giving momentum
to industrial growth in the country.

X The Finance Minister has stated
that the government is not averse to
the grant of fiscal concessions although
he has in fact provided no such con-
Cession in the current budgec. The argu-
ment has been advanced that fiscal con-
cessions ' for promoting industrialisa-
Ron should not be general or across-
the-board in character but should re-
late specifically to our social and econo-
mic objectives. The question that needs
to be asked is : Has the Finance
Minister provided any concessions even
on a selective basis ?

The decision to withdraw the deve-
lopment rebate has been linked by the
Finance Minister with the desirability
80 provide such incentives as would en-
eourage the use of labour rather than
capital. The use of labour in industry
can be increased only in so far as it is
economic. As a matter of fact it is
necessary today to use mare capital
for encouraging automation in indus-
try so that the cost of manufacture
may be reduced and our goods may
become more competitive in foreign
markets. In any case, the Finance
Minister has agreed to review various
concessions in this regard after a deci-
sion in regard to the recammendations
of the Direct Taxes Enquiry Committee
has been taken.

Accelerated Depreciation

The Wanchoo Committee has sugges-
ted that for encouraging industrialisa-
tion of backward areas, a concession in
the form of accelerated depreciation
which should be equal to 14 times the
amount of depreciation which would
otherwise have been allowable might
Pbe given to tax payers who establish
new industrial units in notified areas.
The concession should apply to fixed
assets only. Even this 30 per cent in-
crease in depreciation will go a long
way in encouraging the process of in-
dustrial expansion in backward areas
i€ this recommendation of the commi-
\tee is accepted by the government.

Again, the Wanchoo Committee has
sugeested that a tax rebate ranging bet-
ween five and 10 per cent-of the tax
payable might be allowed to an asses-
see in respegt of income derived from
a labour-oriented industrial unit set
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up after a specified date; the rebate
should be available for a period of five
years. In order to implement these
recommendations, the government will
have to list the labour-oriented indust-
ries and, what is more, it will have to
fix a higher tax rebate — higher than
10 per cent — if it is really keen to
encourage the use of labour-oriented
process of manufacture. The deficien-
cies caused by the reduoed use of ma-
chinery so as to accommodate increased
labour force will not be fully covered by
the rebate of 10 per cent in taxes though
this parcentage would vary from in-
dustry to industry.

Far-reaching changes in the In-
come-tax Act are expected when the
Finance Minister comes up with, sepa-
rate legislation sometime this year so
as to give effect to the recommendations
of the Wanchoo Committee. It is
necessary here to note that this commi-
uee hag recommended chat surtax on
companies should be abolished. Tt
has also suggested that instead of sur-
tax, a tax on the capital of companies
might be introduced. Capital for this
purpose would be defined as ‘“‘owned”
and ‘“‘borrowed” capital and this
tax would be fixed at a general flat rate
of one per cent. Some relaxation, either
through basic exemption or through a
more lenient rate, would ‘have to bs
given to small companies.

Exemption for New Industries

The committee has recommended that
even the public sector companies should
be brought within the jurisdiction of
this tax though it would amount to
transfer of the tax amount from onc
pocket to the other. The ‘“owned”
capital of companies for purpases of
this tax would be defined as paid-up
capital plus reserves — excluding those
reserves which are made for spacific
contingent liabilities. The term “bor-
rowed capital” would be defined as an
amount calculated at eight times the
net interest paid by the company to-

‘wards borrowings during the year. The

committee has, however, suggested
that new industrial companies should
be exempted from this capital levy
for a pariod of five years.

For quickening the pace of industria-
lisation, the Wanchoo Committee has
recommended the establishmient of a Re-
construction and Stablisations Reserve
Fund. All companies would be re-
quired to contribute up to a maximum
of 10 per cent of their gross total in-
come. This contribution will be allow-
ed to be deducted in arriving at the
total income of the company for tax
purposes. The government will under-
take 10 pay interest at the rate of six
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per cent per annum on these deposits
and the interest received by the com-
panies will be subject to tax. The com-.
panies will be free to withdraw at any
time up to 50 per cent of their deposits
for current repairs, building of plant
and machinery and for research, though
the amount so drawn would be deemed
to be income of the year in which it is
withdrawn.. The remaining 50 per cent
of the deposits would be blocked for a
period of five years during which no
withdrawals would be permitted. It is
debatab'e if this special fund could be
a factor in promoting industrial ex-
pansion but there is no doubt that it
will reduce the volume of funds avail-
able to industry for ploughing back.

More Funds for Expansion

Two points need to be madein
regard to this fund. First, the contri-
bution of 10 per cent of gross income
to this fund amounts to a further
surcharge on the income-tax borne
by the companies. It will reduce the
funds available to progressive com-
panies to plan their own expansion.
It will of course place increased funds
in the handsof the government for
distribution to companies which st
Wwishes to set up or encourage. Second,
the use of the word ‘‘gross income”
by the Wanchoo Committee seems to
be inappropriate. The proper expres-
sion would be “gross profit”. Ten per
cent of the “gross income” is in fact
more than the total “‘gruss profit” of
the corporate sector. Surely it is not
the intention of the committee to
direct all the profits of the corporate
?_eeté)t to the establishment of this
und.

The Wanchoo Committee has also
suggested that an incentive by way of
a tax rebate should be allowed to
companies which are engaged in the
manufacture of specified goods if they
attain increased productivity. It means
that they should be given a~ special in-
centive for increased utilisation of
installed capacity resuiting in increased
production. The committee is of the
view that the rebate might be in the
form of a deduction in tax ranging
from five to 10 per cent. But before
this incentive is provided to companies
the government will have to set uI;
suitable norms after consulting com-
petent authorities in the case of each
industry and each industrial unit which
is however not an easy task. For more
than two decades, this country has
failed to evolve a formula in regard to
profit-sharing by labour resulting from
increased labcur productivity, Iy
seems that this suggesticn of the com-

‘mittee i; of an academic nature.

The Wanchoo Committee has made
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special recommendations in relation to
small companies—those companltes
which have paid-up capital not exceed-
ing five lakhs of rupees. Such com-
panies, says thc committec, should be
allowed to distribute profits up to
eight per cent of the paid-up capital
or Rs 25,000, whichever is less and
this amount should be totally excmpt-
ed from tax by allowing it to be
deducted in compauting the total in-
come. However, in the case of those
companies whose paid-up capital ex-
ceeds five lakhs of rupees, distributed
profits up to eight per cent of thc paid-
up capital should be taxed, in the
view of the Wanchoo Committee, at
thc rate of 30 per cent. In order to
prevent the avoidance of tax by com-
panies through the increase in their
capital base by the issue of bonus
shares, the committee has suggested
that the bonus share capital should be
excluded for this purpose.

Uniform Rate of Taxation

Again the committce has recom-
mended that all domestic companies,
whether public or private, widely-held
or closely-held, and indu-trial or non-
industrial, should be taxed at a
uniform rate of 55 per cont. At
present there is great diversity in
the rate of taxcs imposed on different
types of companies. Similarly, the
ccmmittee has suggested that the exist-
ing distinction in the matter of tax
rzte applicable to the widely held
companies with income not cxceeding
Ri. 50,000 and others may b2 done
awa)' with and both types of companies
should be taxed as suggested earlier at
the rate of S5 per cent.

All these recommendations of the
Wanchoo Committee are designed to
simplify the highly complicated taxing
system evolved over the years. The
committee has boldly suggested certain
measures designed not only to simplify
the taxing system but also to rational-
iseit. 1ts recommendation regarding
the abolition of surtax on companies
merits careful consideration by the
government because it has been proved
that this particular tax is obnoxious
in the sense that it is a charge on the
eficiency of a unit.

The recommendations of the Wan-
choo Committee need to be looked at
as a ‘‘package” and not in separate
parts. The P -esident of the Federation
of Indian Chamb:rs of Commerce and
Industry, Mr Madan Mohan Mangal-
das, has done the right thing in draw-
ing the attention of the government to
this aspect as the government has a
tendency to cash on the new imposts
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suggested ty an experts committee
neglecting completely the reliefs recom-
mended by it. In the case of th: Kaldor
Report in the fifies the government
had lost no time in imposing the new
taxes suggest:d by it but turned a deaf
e.r to the advice of Prof Kaldor in
regard to concessions and reliefs.

An Appellate Assistant Commis-
sioner of Income-tax at present enjoys
wide powers in regard to admission of
evidence before him. This evidence
might not have been produced by the
assessee before the income-tax officer.
It is now proposed to regulate the
admission of such additional evidence.
The Central Board of Direct Taxes
has now been authorised to prescribe
in the income-tax rules the circum-
stances in which and the conditions
subject to which and also the manner
in which the Appellate Assistant Com-
missioner of Income-tax may permit
the appellant to produce evidence

which was not produced or which was -

not allowed to be produced befcre the
income-tax officer.

It is obvious that these changes are
being brought about on complaints
from the income-tax officers that many
of their orders are reversed by the
Appellate Assistant Commissioner of
Income-tax because of the fresh
evidence brought forth by the appel-
lant. It is not known how far the new
rules will be of assistance in this regard.
The fault is not entirely of the appel-
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lant. It has been seen that the income-
tax officers have a tendency to dispose
of a large number of cases in the con-
cluding days of a fiscal year and con-
sequently they are neither able ¥8
devote full attention to the income-tax
returns neor is the appellant given
sufficient opportunity to understand
the mind of the income-tax officer so
as to produce the kind of evidence or
information needed to give him satis-
faction,

It is only after the income-tax officer
has taken a decision and indicated it
to the appellant that the latter fully
understands the werking of the mind
of the income-tax officer and has no
option but to appeal to the Appellaté
Assistant Commissioner of In~ome-
Tax. The increase in the number of
rules and regulations can under no
circumstances provide relief in such
cases. It is necessary that the income-
tax officer should give enough oppor-
tunity to the appellant for producing
the necessary evidence for giving him
satisfaction.

The fault in this regard is not with
one side alone. If the new rules should
prevent an appellant from producing
relevant evidence before th: Apoellate
‘Assistant Commissioner of Income-tax
which would throw light on the cir-
cumstances of a particular case, it
would be indeed very sad.” Surely this
is not the spirit in which the Income-
tax Act should be interepreted.
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272 EASTERN ECONOMIST April 7, 1972 government. In 1950-51, at the time of

RUPEES CRORES

EXCISE LEVY ON SELECTED COMMODITIES
1950-51 T0 1972-73

A fresh dose
- of cost-push
inflation . c ummae

WitH MosT of the recommendations of

the launching of planned development.
over 60 per cent of the total tax revenue
of the centre was derived from indirect
levies.

Betweszn the two instruments of indi-
rect taXation (besides deficit financing)
-— excise duties and customs levies —
the pride of place has been provideda
by the Finance Minister in his budget

duty was made uniform at 10 per cent
of the value in the case of all items
which pay an effective basic customs
duty of 100 per cent or more. The
articles liable to an effective basic duty
of 60 per cent or more but less than 100
per cent were subjected to a regulatory
duty of five psr cent ad valorem. The
remaining items, with the exception
of foodgrains, books and certain special
categorles, were continued to be subjec-

he Wanchoo Committee on Direct  proposals to tne former. In the total
‘, 'tI‘axes still being considered by the yield of Rs 280 crores from indirect Eieu% to :&giggl‘nﬁ%ﬁ)igt‘:ﬁ}:{f‘m general
union’government and even otherwise taxes imposed since December, the dut)ire's were levied on all it Ing import
direct taxes, except in the agricultural  share of customs levies is expected excise duties were ’ila d 1 efms on which
sector, having reached dizzy heights, around Rs 82 crores. The excise duties oo exceDtion of e ose St se, with
the Finarllce Mi(ilister, er Y.B.1 Chavta}n, will yield Rs 198 ctores. cluding %if;ﬁ:tels oar:]aan silee:tlsl)temgéﬁé
apparently had no other alternative { ting o
' tﬁ?ﬂ fo de);)end on raising indirect levies Just as it is not surprising in the least g;ltlc())??lasatt} on wail also effected in the
in his taxation effort for 1972-73. Of  that the Finance Minister has depended oxl;se ueutles onthrugl§ and medioines
the Rs 183 crores total taxation origi- more on indirect taxes in his efforts to  © ar iq ? upfon ¢ elimination of the
nally proposed by him in bis budget mobilise additional resources than on gl ugul,]% pre e{tence as a result of the
speech on March 16, as much as Rs  direct taxes, there is no element of roli Y comtml mg:rnts_undgr the Gene-
167 crores levies were indirect— cus-  surprise in his greater reliance in in- 21 Agreentent on Tariffs and Trade.
toms and excise duties. The changesin  direct taxation on excise duties than Although th
direct tuxes were estimated to yield on customs levies. As a result of the b dotug the gbove measures are
just about Rs 16 crores. The receipts  growth of the economy during the last . t°un tho raise the cost of Jmported
from the indirect levies, however, are 22 years, the revenue from customs :]f‘.‘:‘s’ thef.e cant be little objection to
¢ 500 ‘ now expected to be around Rs 155 levies has grown at a much slower més a}fave;m%or slubStl’tut’O“ program-
g SUGAR crores, as & sequal to the scaling down  pace than that from excises. In 1950- relfpae o AW essly pursued if
S TROLEUM PRODUCTS of the originally proposed duty on 51, the total receipts from customts du- ol .antcﬁ 15 to d ¢ fostered. The in-
5 kerosene by Rs 20 per kilolitre.©  *  ties — both import and export im- case 11 the incidence of export levies
@ 1% posts — aggregated to Rs 157.15 OM hessian and carpet-backing, which
i Previous Tax Measures crores. It increased to Rs 487.62 cro es :Zaf effected in December and which
2 ' . i lica. i 197071 and is expected to go up to 0 continue in 1972-73, cannot also
@ . To correctly appreciate the implica : be objected to any seriously followi
300 IRON & STEEL . e S Rs 722 crores in 1972-73. The revenue 4 y following
tions and the incidence of indirect . . the attainment of freedom by Bangla.
PRODUCTS h from excise duties in 1972-73, on the y bangla
taxes this year one however has to go ther hand, is anticipated in the neich desh. A close watch, however, will have
back to December last when the Fi- ' 8rc, 15 anieipated in the neigh- ¢ S W00 e global price trends of
mance Minister cnhanced the burden 0OUrhood of Rs 2,463 crores, as against these two jute product bat if th
lof these levies by Rs 125 crores in a 2 bare Rs. 67.54 crores in 1950-51. situation § ; ? b 3;19 t1 at If the
full year, At cht time and earlier in licati f Provosal be tak:a)xrll e;\:;;é?triloiisli;x}](e:lge :;?gp;?
September too, the union government Plications of Froposals tion between our country and Bangla-
, came forth with several other taxation Coming to the budget proposals as  desh in this regard can be beneficial
RAYON AND imeasures, but since these concerned the  such with a view to assessing their im- to both.
SYNTHETIC L~ fields of direct taxes, railway fares, post  plications for the economy, let us first
FIBRES and telegraph tarifis and internal air  deal with oustoms levies.” The major  Excise Duties
& YARN jtravel, they are outside the scope of incidence of these duties in 197273
cgrgog FABRICS this article. The additional receipts  will apparently flow from the changes As regards excise duties, the Decem
ARN from the September measures in a full effected in December last; the yield  ber imposts were on iron and stee]—
year wete estimated around Rs 70 from the December levies this ‘year -—both ingots and products — copper
‘ jorores. Besides the Rs 125 crores in  will be of the order of Rs 60 crores. zing and aluminium among non-ferrous
R TYRES & TUBES idireot taxationresorted to in December, The last month’s changes in the cus- metals, unmanufactured tobacgo and
i R :the burden of direct taxes was raised in  toms levies are estimated to net only jufe manufactures other than hessians
) 'that month by Rs 10 crores. The total Rs 22 crores this year The iron and steel products were sub-
= (increase in the tax burden since Sep- Jected to a regulafory excise duty of
ALUMINIUM . “tember last, which will have its full In December, the Finance Minister 50 per cent of the basic duty which in
R .impact on the economy in 1972:73, not only imposed a general regulatory  absolute terms worked out to between
TE (thus, is of the order of Rs 376 crores.  customs duty of 2.5 per cent on all im- Rs 100 and Rs 237.50 per tonne
A " The increase in indirect taxes has been  ports, ex_ceipt foodgrains, books and a  the flat products attracting duty at
PAPER “to the tune of Rs 280 crores. few special categories of other items,  higher rafes. The regulator e);ccise
MATCHES ' but also in the case of some 30 items - duty on copper and zinc was yﬁxed at
. With the taxation proposals of mostly consumer goods and a fow ma- 75 per cent of the basic duty. In abso-
s ' March 16, the share of indirect taxes chinery items the indigenous production  lute terms, the effective rate of this duo
in tne gross tax revenue of the union of which was considered adequate — worked out to Rs 375 per tonne in tltl)é
government goes up to 72.2 par cent.  the regulatory customs levy was raised  case of copper wires, bars, sheets and
! Acoording to the revised estimate for by 10 per cent. Export duty on hessian circles, Rs 1,125 Pel"tonne’ Sheats ca;;
: 1971-72, this percentage works out to and carpet backing was stepped up byRs  ofcopper pii)es and tubes, Rs 225 er
< - - NG o » nearly 71.4 for that year. In 1960-61, Rs 400 per tonne. tonne for zinc unwrought, rdors éagd
- § 8 3 &Ry ; indireot taxes yielded 66.5 per cent of circles and Rs 375 per fonne for zinc
B i oo 2 g ;q:, §§ §§ “the gross tax revenue of the central Last month, the regulatory customs pipes and tubes. Theregulatory excise
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duty on aluminium was fixed at25 per
oent of the basic duty which at that time
was 25 per cent ad valorem in the case
of crude aluminium, including wires,
bars androds, and 20 fo 25 per cent
ad valorem on sheets, circles, foils,
pipes and tubes, extruded shapes and
sections and containers. Unpmanu-
factured tobacco was subjected to a 15
per cent (of the basic duty) regulatory
excise duty and jute manufactures other
than hessian to a 50 per cent regulatory
levy. The incidence in the case of un-
manufactured tobacco worked out to
between Rs 0.4 to Rs 4.12 per kg. and
in the case of jute manufactures to Rs
175 per tonne.

Last month, while the Finance Minis-
ter abstained from including any new
item in the excise net, except power-
driven pumps and some lubricants —
which were brought within the purview
of excises through a change in the defi-
nitions in the Finance Act, 1971—and
marginally adjusted the excise levies
on most of the other items by merging
the special and the basic duties and
rounding them off, he quite stecply
raised the burden on kerosene and
waxes, the more expensive categories
of paper, high quality artificial silk
fabrics, andiron andsteel products. The
incidence of excise levies on cement,
synthetic organic dyestuffs, aerated
waters, asphalt, lubricants, paints and
varnishes, fertilizers, power-driven
pumps, plastics, tyres, aluminium, and
unmanufactured tobacco was stepped
up moderately.

Controversial Duty

The most controversial increases in
the excise duties proposed by the Fi-
nance Minister last month apparently
relate to kerosene, iron and steel items,
aluminium, high quality artificial silk
fabrics, fertilizers and power-driven
pumps.

ChSo falil:z kcroscnle‘ is concerned, Mr
avan originally pro d to step
up the effective excise dut)?g;e this itelg
by Rs 59.75 — from Rs 225.25to Rs
285.00 —per kilolitre. Subsequently,
in deference to the wishes of the mem-

bers of Parliament, both belonging to

treasury and the opposition benches,
he announced while replying to the
general debate on the budget in the
Lok Sabha, a reduction in this levy to
the extent of Rs 20 per kilolitre. The
residuary increase, according to an
official spokesman, will raise the price
of a bottle of kerosene by three paise.

The main justification given by Mr
Chavan for the increase in the levy of
kerosene is that because of the lower
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rate of this duty compared to the levies
on other petroleum products, a good
deal of adulteration of kerosene with
other products, particularly with high
speed diesel oii, was going on. The
Inoreased duty on kerosene, thus, it is
thought, would check this adulteration.

This, however, does not appear to
be the real reason for stepping up the
levy of kerosene. Had it been so, the
Finance Minister would not have spar-
ed kerosene from an increase in duty
last year. The adulteration of high
speed diesel oil with kerosene is not a
phenomenon of the last year alone,
it has been going on for several years
as the difference in the price of high
speed diesel oil and kerosene till Mr
Chavan’s last month’s budget proposals
had beenas large as Rs 225 per kilo-
litre. The increase of Rs 39.25 per
kilolitre in the duty on kerosene still
leaves a great difference between the
price of this product and that of high
speed diesel oil. It is, therefore, pre-
sumptuous to assume that the increase
in the price of kerosenc as a result of
the new levy will be deterrent to it
being used for adultrating high speed
diesel oil or other higher priced petro-
leum products.

Curbing Consumption

The real reason for raising the rate of
duty on kerosene, thus, is quite diffe-
rent. It is to curb the consumption of
the product which still continues to be
imported to some extent. Indirectly, it
is aimed at containing the import bill
on crude oil which has grown apprecie-
ably in the last 18 months as a resuit of
an upswing in its prices.

There can, be no denying the fact
that in the situation in which
we are lpl:‘:lc::ed at present, there is no
escape from curbing the consumption
of petroleum products so that the
mounting import bill on crude oil is
contained to the maximum extent possi-
ble. But it has to be remembered that
fiscal measures are of only limited effi-
cacy for reducing this bill. The real solu-
tion to the problem lies in stepping up
our oil exploration programme. Un-
til and unless we find more crude oil
Indigenously, our imports of this fuel
source cannot be rigorously con-
fained. After all, the overall growth
of the economy has to be fostered.
With this, our requirements of petro-
leum products are bound to grow.
What can be echieved through fiscal
measuies is some curtailment of the
rate of growth.

Already the burden of taxation on
petroleum products has been raised
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so much that the receipts from the excise
duties on them account for over 35
per cent of the total revenue from this
squrce. The import levies on petroleum
products yield another
amount. As a matter of fact, this trend
not only in our country but also in the
other major petroleum importing count-
ries has been the primary cause of the
uptrend in the prices of crude oil in
the past 18 months. Indiscriminate
stepping up of import and excise levies
on petroleum products is bound to re-
sult in cost-push inflation which appa-
rently has now to be contained in our
country. Besides accelerating the oil
exploration programme, the other al-
ternative available to us for serviocing
our growing crude oil imports is to
Icrease our export earnings.

Excise on Steel

As regards iron and steel, the increase
effected in the basic levies on various
products last month is of the order of
30 per cent. The regulatory excise duty
of 50 per cent mposed in December it
to apply to the enhanced basic rates.
The total inciease in the burden of ex:
cise levies on iron and stee] jtems, im-
posed last month, thus, works out to
45 per cent. Taking the December and
last month’s proposals together, the €X-
cise burden on iron and steel products
has been increased by as much as 95
per cent. In absolute terms, the last
month’s increase, including the inci-
dence of regulatory duty, comes to
Rs 56.25 per tonne in the case of billets,
bars, coils, wires etc, and Rs 145.5
per tonne in the case of galvanised
plates, sheets, etc. The incidence of
December regulatory duty, in absoluté
terms, as indicated carlier, woiked out
to between Rs 100 and Rs 237.50 pef
tonne. The burden on tinplate even
;txoeeds the above-mentioned uppef
imits.

No doubt, as the Finance Minister
pointed out in his budget speeoh, there
was & considerable difference between
the cost of indigenous steel and
world prices of stecl even after the De-
cember regulatory duty and there waé
also need to rationalise the consump-
tion of this basic material, the sharp
increase in the burden — taking the
incidence of both the last month’s and
Decomber measures — can indeed 8
considerably to the cost of production
of the steel consuming industries. NO
assessmont appears to have been ma
in the Finanoe Ministry in this regard,
gurtioularly in respect of the machine-
building industry. To the extent this
industry was able to procure steel from
indigenous sources at the Joint Plant
Committee prices — and there is indoed

substantial”
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‘HELP US TO SERVE YOU BETTER’

"“Cleanliness is next to Godliness" according to an old adage.
Clean surroundings radiate joy. More than that they help in controlling
diseases. On Railway Platforms, in Waiting Rooms and in Carriages, etc.,
where people gather, it is of paramount importance to maintain proper
hygienic conditians, to preserve the health of the passengers. You can
heip the Railways in this fight against disease by :

EXTENDING YOUR CO-OPERATION FOR KEEPING THE
SURROUNDINGS CLEAN AND BY AVAILING OF THE
SERVICES OF SANITARY STAFF PROVIDED AT
STATIONS WHENEVER REQUIRED.

NORTHERN RAILWAY

April 7, 1972

a substantial portion of the industry’s
requirements being met this way — the
increased levies will undoubtedly raise

_the cost of production of machinery
" manufacture. There can be little doubt

about the JPC prices being 1aised to the
full extent of the incidence ‘of both the
December and last month’s excise step-
ups, as various steel products are com-
manding a good premium in the open
morket over the JPC prices. The open
market premium may, however, come
down to some extent as it may be diffi-
cult for the trade to push up the open
market prices any substantially.

One also wonders whether the Fi-
nance Ministry has taken into conside-

_ration how the increase in the excise

burden on iron and steel items will
affect the g overnmental expenditure on
the purchase of these products. Nearly
50 per cent of the total consumption
of steel in the country is accounted for
by the purchases of the government
and its commercial undertakings. To
that exfent, the gain to the central ex-
chequer will be negated by the increased
expenditure. The country, in the mean-
while, will have to suffer from an addi-
tional dose of cost-push inflation. The
plight of the engineering industry in

is a major element of the

the case of Froducrion items where the |

cost of stee
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overall cost can well be imagined. The
pertinent instance of this is the ship
building industry. Since there is not
muoh sophistication as yet in our
machine build‘ng industry, as is there
in the western countries, it will be diffi-
cult for the indigenous manufacturers
to fully absorb the increased burden.

The case of aluminium is no diffe-
rent. The regulatory excise duty of 25
per cent of the basic or effective duty
imposed in December has now beenrais-
ed to 332 per cent. The basic duty on
foils has also been raised from 24 to
30 per cent ad valorem. Although the
regulatory, excise levy on copper and
zinc was also imposed in December at
the rote of 75 per cent of the basic or
effective duty, which in percentage terms
is still much higher than the increased
rate of the levy on aluminium, some
set-back to the substitution of copper
and zinc by aluminium cannot be ruled
out, as the difference in the burden of
excise on the three non-ferrous metals
has been narrowed down. Incidentally,
with the last month’s proposals, the
excise burden on aluminium has been
raised to 40 per cent which is admitted-
ly high.

Coming to the high quality arti-
ficial fibres, particularly polyester fibre,
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we find that the incidence of last
month’s proposals works out to about
Rs 2.64 per shirt length. The following
table gives the typicalcost analysis of a
polyester mixed shirt length before the
last month’s budget proposals:

Cost Total
cost in:
cluding

eXoise
duty
Rs Rs
Terene fibre (67 %) 2.98 8.08
Cotton (33%) 1.26 1.26
Manufacturing (in
cluding spinning,
weaving, dyeing,
etc) 9.46 14.78
Mills’ mark-up (in-
cluding distribu-
tion and trans-
port expenses) 2.70
‘Wholesaler/retailer
mark-up (in-
cluding storage
expenses) 4.75
Retail price 31.57

Subsequent to the last month’s pro-

GOVERNMENT OF TAMILNADU
DEPARTMENT OF INDUSTRIES AND COMMERCE

OFFERS YOU

Factory Sheds on monthly subsidised rental basis for setti i i
in the industrial estates at Virudhunagar, Karaikudi, Nwap;‘:%ﬂ‘;ﬁf:ﬂ%gﬂ:rmduwms :

Specially Designed Factory Sheds are available in the functi i

y { ctio
electronics and instruments, Adyar on favourable hire p'urcha:‘ea ! telxl‘lxgg“?u ks for
Electronic and Instrumentation Industries. or setting up

Well designed Factory Sheds ideal for food and fruit Based industry are available on rental

basis at the functional industrial estate fc i /
Madurai District. * ¢ for food and fruit based ‘industry at Barhlagundy,

DEVELOPED PLOTS are offered by this department to
Madurai, Mettur, Ranipet and Tiruchirapalli for engin
on attractive terms.

small scale industrialist at Ambattur,
cenng and non-engineering industry

For Details Please Contact :

The Director of Industries and Commerce,
Government of Tamil Nadu,
Madras-5,

Surprising { Is that ?

THE PROCESSED .FOODS EXPORT PROMOTION COUNCIL
R-15, N.D.S.L,, PART §), NEW DE.LHI-49,

But we mean no dramatics while making this pleasant surprise
known to you. We mean business. India has the vast
resources and high potential to catch the foreign markets
through processed foods.

The mere mentioning of foods ‘Indian’ spells sumptuous
delight, ‘romantic’ taste and hot, delectable cuisines abroad.
They are highly popular overseas. In UK., Sweden, Denmark
France, West Germany,Netharlands, Switzerland, Bahrain,
Kuwait, Iraq, Hong Kong and Singapore, for instance. Already
numerous exciting Indian delicacies are delighting many.

The list includes canned fruits and vegetables, pickles and
chutneys, biscuits and confectionery, spicy papads, instant

_ tea, instant coffee and a host of other items. During the current
year,erivisaged exports would be of the order of Rs. 47 crores

incidentally, are you manutacturing any variety of processed
foods ! We are at your service. We'll provide all the
information regarding exports and render ovsrall help through
planning and publicity abroad.
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KERALA STATE INDUSTRIAL DEVELOPMENT GORPORATION LIMITED

RENDERS PROMOTIONAL AND FINANCIAL ASSISTANCE

in setting up medium and farge scale industries in Kerala

Discaver industrial opportunities in Kerala
through

KERALA STATE INDUSTRIAL DEVELOPMENT CORPORATION LIMITED
VELLAYAMBALAM, POST BOX NO. 105,
TRIVANDRUM-1, KERALA

THE SANDUR MANGANESE & IRON ORES LIMITED

Registered Office :
Lohadri Bhavan,
Yeshwantnagar,
Sandur

PRODUCERS OF WORLD FAMOUS SANDUR ‘A’
GRADE MANGANESE ORE

Phone : 33 Sandur
Grams : SMIORE, Sandur

Factory .

and ' Vyasankere near Hospet,
Mysore State

MANUFACTURERS OF FOUNDRY GRADE
ELECTRIC PIG IRON

HM AND LM 1 TO 4 AS PER 1.8. SPECIFICATION WITH
0.18% PHOS. MAX. IN STANDARD GRADE

and
WITH 0.12% PHOS. MAX. IN OUR SPECIAL GRADES
SELLING AGENTS FOR OUR PIG IRON
Scindia Investments P. Ltd., Metal Ores P. Ltd.,

Mines :
Deogiri,
Mysore State.

National Sales Corporation,

Samudia Mahal, Ramaleesla Annexe, 1076, Dr. E. Moses Road,
Worli, 5, Palace Road, Worli,
BOMBAY-18. BANGALORE-]. BOMBAY-18.
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posals, the cost analysis comes to as
follows:

Cost Total

cost
including
excise
duty
Rs Rs
Terene fibre (67 %) 2.98 8.30
Cotton (33%) 1.26 1.26
Manufacturing (in-
cluding sp(llnn_mg,
weaving, dyeing,
etc) i 9.46 16.15
Mills’ mark-up (in-
cluding distribu-
tion and trans-
port expenses) 2.90
Wholesaler/retailer
mark-up (includ-
ing storage €Xx-
penses) §.60
Retail price 34.2]

—_—

It is true that polyester-mixed fabrics
have longer life than those made of
pure cofton and also that they are pri-
marily consumed by the comparatively
affluent section of our society, the
major factor that the Finance Minister
has preferred to ignore while stepp-
ing up the excise burden on the more
expensive artifioial silk fabrics, is

SPECIAL BUDGET NUMBER

that the production of synthetic fibres
has to be encouraged to lessen our de-
pendence on cotton, particularly long
staple cotton, to meet the growing
clothing requirements of the counfry.
With this end in view, apart from the
expansion allowed to M/s Chemi-
cals and Fibres Limited from 4,500
tonne to 6,100 tonnes polyester fibre,
as many as five otber such units have
been sanctioned to be set up. These
are: (i) the Indian Organic Chemicals’
Madras project — 6,100 tonnes; (ii)
Polytex (Ghaziabad) scheme — 6,100
tonnes* (iii) Assam Petrochemicals —
30,0C0 tonnes; (iv) Calico project —
6,100 tonnes; and (v) a unit in Punjab
—about 6,100 tonnes. If the intention
of the Finance Minister was to only in-
crease the revenue from the excise du-
ties on superior artificial silk fabrics for
the benefit of the exchequer, it could
automatically have been achieved in the
next two years as st least four of the
above five projects would have gone into
production by then. Mr Chavan per-
haps had some other ideas in mind.

In view of the already developed con-
sumer resistance to the more expensive
artificial silk fabrics, it is doubtful that
the industry will be able to pass on the
entire burden of the last month’s pro-
vosals to the consumer. The industry’s
profitability, thus, would be seriously
impaired. This will have its impact on
the expansion of the industry. The
ultimete objective of 1educing our
dependence on cotton for meeting the
clothing requirements of the country,
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therefore, may be jeopardised.

It will also be erroneous to assyme
that only the prices of superior varieties
of artificie 1 silk fabrics would be affected
by the last month’s budget proposals.
This is because apart from the sizeable
inciesse effected 1n the excise levies on
synthetic fabrics, the excise burden has
as well been stepped up on synthetic
organic dyestuffs and bleaching agents.
The increase in the duty on these two
items is from 15 to 20 per cent.

The five per cent increass inthe excise
duty on fertilizers proposed by the Fi-
nance Minister last month and the sub-
jecting of power-driven pumps to a duty
of 10 per cent ad valorem has been as-
sailed on the ground that they would
affect the agriculturist. One wonders if
the aitics of these two proposals desire
that the growing incomes in the agricul-
tural sector ought fo be completely
left untouched. As pointed out earlier,
direct taxation except in the agricultural
sector has already been raised to deter-
rent levels. The sharp increase in the
incomes in the agricultural sector ap-
parently cannot be spared from taXation
if the resources of the state have to be
augmented. The above two proposals
aim at mopping up fo some extent the
increased incomes from agriculture.
Their impact on the cost of raising crops
cannot be very significant. Since there
is 2 good deal of resistance to the lower-
ing of the procurement prices even in
the face of sizeable surpluses of some
farm products, a marginal increase in

NET TAX REVENUE OF UNION GOVERNMENT

(Rs crores)

1950-51 1955-56 1960-61 1965-66 1970-71 1971-72 1972-73
’ Budget Revised Budget
Total Net Tax Revenue of Union
Government 357.00 411.47 730.14 1,784.62 2,451.36 2,717.42 2,901.07  3,348.29%
of which
Taxes on Income and Expendi-
ture P 125.70 113.23 191.97 453.72 484.60 481.23 522.78 600.49
Taxes on Property and Capital
Transactions 3.81 2,55 13.49 19.83 26.86 39.83 41.37 54.70
Taxes on Commodities and Ser-
vices 227.49 295.69 524.68  1,311.07  1939.90  2,196.36  2,336.92  2,693.10
(i) Customs 4 157.15 166.70 170.03 538.97 524.02 534.00 652.00 722.00
(i) Union Excise Duties 67.54 128.68 341.25 752.00 1,368.50 1,608.59 1,627.75  1,871.56t
Non-Tax Revenue 48.86 69.72 147.32 535.77 890.50 . 1,009.51 1,179.64 1,120.27
Total Net Revenue of Union Go-
3ernment 405.86 481.19 877.46 2,320.39 3,341.90 3,726.93 4,080.71 4,464.56
States’ share in Union Taxation* 73.59 165.38 276.05 755.44 890.44 945.14 1,051.35¢
of which
Excise, including additional levy
in lieu of Sales Tax, account for 16.57 75.01 145.92 390.05 462.97 475.29  581. 19%

——

*The union government’s revenue has been deducted. S0 also for the total taxation effort o the union governmient.
tAfter asscssing the impact of scaling down the duty on kerosene by Rs 20 per kilolitre.
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production costs cannot be seriously
objected to. Further steps for taxing
agricultural wealth and incomes have
been promised by the Finance Minister
after the submission of the K.N. Raj
Committee’s report. This committee,
set up recently, is yoing into the whole
question of taxation of agricultural in-
come and wealth.

A briefreference may now be made
to some of the remaining items on which
the excise burden has beenraised by the
rinance Minister. The foremost among
these are the more expensive varicties of
paper and board. The enhancement of
the burden of excise on these varieties
undoubtedly will impair the profitabi-
lity of the paper industry which al-
ready ‘leaves muchto be desired. The
further expansion of this industry
will now, therefore, become more diffi-
cult.

The raising of the excisc duties on
iron and steel, cement and paints and
varnishes willraise housing construction
costs appreciably. The smokers have
been made to pay more for their love
for the lady nicotine. The recent deaths
caused in Delhi, and s1so elsewhere, by
poisonous “hooch” should be a poin-
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ter to tbe fact that indiscriminate rais-
ing of the taxes on certain “pleasures”
of life which provide an escape from the
daily humdrum is not a wise policy to
follow.

The most pertinent point, in respect
of indirect taxation which has to be
squarely faced by the Finance Minister
1S how far he should go on accentuating
the cost-push inflation in the country.
There is little doubt that excise and cus
toms levies in our country are being in-
variably passed on to the consumer, be
itanindustrial or an ordinery consumer.
Already our cconomy has become a
very high-cost one. Furthe rcost-push
inflation is unwarranted. On the other
hand, the imperative need of accelerat-
ing the pace of economic development
requires augmentation of the state re-
sources.

Both taxation and deficit financing
have their limitations in the present-
day ciccumstances in our country. The
government has got to appreciate this.
The nation has been subjected to grow-
ing taX burden and persistent doses of
deficit financing. It will not mind it,
provided, of course, the resources rais-
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ed are judiciously utilised. But are_t?zey
being so utilised? :

The non-productive cxpenditure of..
the government is growing day by day.“
The heavy investment of over Rs 4,000
crores in the public sector commercial
undertakings too is not yielding any
significant return. Had the governmen-
ta] expenditure been controlled and the
public sector investments yiclded the
return expected of them, the tax burden
could at least be contained, if not re-
duced.

To some extent at least, the persistent
stepping up of the tax burden and con-
tinved resort to deficit financing have
been contributory to the increase in
the governmental expenditure and the
over-capitalisation of public sector un-
dertakings (one of the reasons of these
enterprises not yielding adequate return
on investments in them). The inade-
quate return on the publio sector invest-
ments and the growing expenditure of
the government, on the other hand, have
necessitated increase in taxation and
persistent recourse to deficit financing.
A vicious circle has, thus, been created.
It has to be broken.

)
)

MANGALORE CHEMICALS
& FERTILIZERS LTD.

Regd. Office : *Khivraj Mansion’
10/2, Kasturba Road, Bangalore-1.

With a production capacity of

66" tonnes per day of Ammonia and 1030 tonnes per day

of Urea is being set up at panambur near Mangalore in

technical collaboration (on turn-key basis) with Messrs.

Humphreys & Glasgow Limited, U.K., incorporating

the ICI Ammonia Process and Messrs. Stamicarbon

%Stripping) Urea Process both of which are latest in
ertilizer technology.

The British Government have agreed to provide sterling

+ £ 10.5 million (about Rs. 21 crores) for the foreign
exchange portion of this Rs. 58 crore project. The
Industrial Development Bank of India as head of a
Consortium of financial institutions and Banks has
sanctioned, in principle, a loan of Rs. 42 crores for the
project, in addition to underwriting a portion of the
proposed public issue of share capital.

The plant is scheduled to commence trial production by
May, 1974,

T

INDIA’S LEATHER TRADE

Indian Leathers find their way to all parts of
the world. Leather and allied products exports
earned foreign exchange of about Rs, 86 crores
during the year 1970-71.

The Leather Export Promotion Council has
been sponsored by the Government of India to

promote the exports of East India tanned hides
and skins, pickled goat skins, bark tanned reptite
skins, goat hair and tanning materials.

LEATHER EXPORT PROMOTION COUNGIL

“Marble Hall”
3/18, Vepery High Road, Madras-3 (India)

Gram : “"LEXPROCIL” Phone : 33498
Telex : MS 7354-LEXIL
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State budgets

Hardev Singh

THE YEAR 1972 being the ycar of elec-

tions to the state assemblies, the
ministers of finance in the newly
constituted state governments have
come out with only interim budgets
for 1972-73. Although most of the
stotes have also presenfed the annual
picture, yet, by and large, this pcture
would prove arbitrary because the final
shape of finance in the states will emerge
only afier budgets for full year are

~ presen.ed after nearly three months.

Nevertheless some camparable figures
have been collected inrespact of revenue
accounts of the states in Table I
(p. 585) which reveal significant fea-
tures of the states’ finances.

The total income on revenue account
from all the states for which figures for
the full year are available for 1972-73
has been placed at Rs 4369 crores which
is some 25 pxr cent higher than the
corresponding revenue figures for
1971-72. The surplus during the year,
however, is lower than the cumulative
surplus for 1971-72. This decline
appears reasonable considering the fact
that some additional revenue may be
raised in some of the states and the
overall surplus by that time may be
farger than in 1971-72.

Improved Surplus

Taking into account the finances of
the individual states, it may be ob-
served that Gujarat, Haryana, Madhya
Pradesh, Maharashtra and Punjab
improved their surplus on revenue ac-
count and Tamil Nadu has converted
its deficit of Rs 15.87 crores in 1971-
72toa surplus of Rs 2.49 crores. There
are, however, other states such as Uttar
Pradesh and Bihar which this year
expect a deficit as against a surplus
during the previous year. The states
of Kerala, Orissa, Rajasthan and West
Bengal are among those that continue

© to show deficit.

On the side of expenditure the state
of West Bengal is the only one to
project a substantial reduction in the

- budget year because the state had

SPECIAL BUDGET NUMBER

the responsibilities of maintaining

refugces from  Bangladesh during
1971-72. The maximum increase in
expenditure during the year is expected
in the case of Uttar Pradesh where the
figure is likely to be higher by nearly

80 per cent over the previous year.
Though this jump is exceptional, con-

siderable increases are proposed in
other states too such as Tamil Nadu,
Punjab, Orissa, Mysore, Maharashtra
and Haryana.

Fresh Taxation

Although most of the states have
postponed the proposed new levies to
the final budgets to be presented later,
some states have come forward with
fresh doses of taxation. Bihar, for
instance, has proposed five measures
to cover nearly 55 par cent of its total
deficit and these measures are likely to
raiss Rs 14.84 crares. Surcharge
on land revenue may bring in Rs 1.50
crores, adjustment in the existing rate
of sales-tax may bringin Rs 0.34 crares,
additional loans from the market are
likely to bring in Rs five crores, increa-
sed irrigation rates may add Rs one
crore and realisation of government
dues will add Rs seven crores. The
Minister for Finance stated that the
government has sustained a recurring
loss of Rs five crores annually owing
to remission of land tax on small hold-
ings. When the remission was made,
he pointed out, it was thought that the
loss would be compensated from in-
come received through increased tax
on big farms and wealthy farmers. He
added that the government had de-
cided to levy surcharge on land revenue
on holdings which did not fall in the
category of exemption.

A significant aspect of state finances
has been the-size of the state plans.
Table II (p. 585) rrovides figures re-
garding states’ resources for their plans,
central assistance and resource mobili-
sation proposed during 1972-73. The
approved Plan outlay for 1972-73 for
all the states (including the newly
formed states of Manipur and Tri-
pura) adds up to Rs 1601.75 crores
as against the approved Plan out-
lay of about Rs 1402 crores and the
anticipated expenditure of about Rs
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1500 crores in 1971-72.- The Plan out-
lay for all the states during 1972-73
is likely to be financed to the extent
of Rs. 718 crores from cen'ral assis-
tance, Rs 795 crores from existing
basis of taxation and Rs 88 crores
from fresh resources mobilisation . in
1972-73. The central assistanec of
the order of Rs 718 crores is only
marginally higher than that provided
in the previous year (Rs. 700 crores).
In fact, during 1970-71, the central
assistance was over 55 per cent of the
total Plan outlay of the states and the
corresponding proportion of central
assistance’ in respect of total Plan
outlay during 1972-73. would be nearly
45 per cent. This willbe a significant
shift and appears to be motivated to
make the states bear increased burden
of Plan expenditure.

There are certain states which pfo—
poce exceptionally large Plan outlays
during 1972-73 as against 1971-72. For
instance, Haryana will have a Plan
outlay of Rs 82 crores during 1972-
73, nearly 3G per cent more than in
1971-72. Maharashtra also proposes
to spend on its Plan for 1972-73 neasly
Rs 206 crores as against Rs 170.8
crores during 1971-72. Punjab is an-
other example along with Rajasthan
and West Bengal. On the other hand
Mysore is the solitary instance where

‘the Plan outlay during 1972-73 will be
~around 15 per cent below the proposed

figure in 1971-72.

Resource Mobilisation

In the context of resource mobilisa-
tion expected frem the states during
the year 1972-73, it may be observed
that Uttar Pradesh, West Benga! and
Andhra Pradesh propose to raise reso-
urces more than Rs 10 crorcs each
during the budgets for the ful[ year to
be presented later. Similarly states of
Madhya Pradesh, Maharashtra, Har-
yana, Punjab, Tamil Nadu ard Kerala
are committed to raise additional Rs
five crores or more. In fact Pupjab
and Haryana propose to raise addition-
al resources through efficient collec-
tion. The picture presented in Table
I in respect of Mysore might be alter-
ed by a change in the government
there. Mr M. Y. Ghorpade, the
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Finance Minister of the state suggested
that a closer look at the whole process
by which funds were transferred from
the centre to the state was necessary
in order to ensure balanced develop-
ment of all states. A fresh dialogie
would have to commence between the
states and the centre in order to
realistically evaluate and assess the
financial situation and put the centre-
state financial relations on a more
systematic and scientific basis, he
pointed out.

The issue of overdrafts by the states
raised heated controversy recently and
the union Minister for Finance has
urged all the states to contain their
Plan and non-Plan expenditure within
their resources without recourse to
overdrafts. It may be observed that
the states of Andhra Pradesh, Mysore,
Rajasthan and Tamil Nadu along with
Kerala are among the leading states
in respect of overdrafts (Table ).
The states of Bihar, Maharashtia and
West Bengal arc also in the list. While
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the state governments have agreed to
initiate suitable measures to reduce
overdrafts and economise on non-Plan
expenditure, it may be too early to
expect anything substantial in the in-
terim budgets. In the final budgets
the degree of seriousness shown by the
states regarding this issue would. how-
ever, be clear. Mr M. Karunanidhi
made a reference to this subject be-
cause Tamil Nadu is among the states
with large overdrafts, the amount in
this case being Rs 76.44 crores ason
March 1, 1972. He explained that the
expenditure on the state plans was in-
curred at the level much higher than
that approved by the central govern-
ment. For instance during the year
1969-70 the central government
approved a Plan of Rs 72 crores and
the state government proceeded to im-
plement a Plan of the order of Rs
87.05 c-ores. Similarly fo- the year
1970-71 the central government insist-
ed that the Plan should be reduced to
Rs 79.30 crores while the state govern-
ment wen' ahead on the basis of a Plan
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of Rs 97.45 crores. During the current
year again the state government im-
plemented a Plan beyond the size
approved by the central government.
Mr Karunandhi asserted that the over-
drafts were not used for non-plan ex-
penditur: with the exc:ption of meet-
ing additional costs involved in imple-
menting the decisions of the Pay Com-

mission.
TasLE 1IT

OVERDRAFTS OF STATES AS ON
MARCH 1, 1972

—

State (Rs crores)
1. Andhra Pradesh 86. 7
2. Assam 9.58
3. Bihar 34.49
4. Haryana 8.03
5. Kerala 51,14
6. Maharashtra 23.51
7. Mysore 76.32
8. Rajasthan 73.87
9. Tamil Nadu 76 44
10. West Bengal 22.23

Total 461.68

—— B ———— —— s

Grams : LAKMAWORKS, Coimbatore

With the best compliments fram

LAKSHMI MACHINE WORKS LIMITED

(In Collaboration with M/s. Rieter Machine Works Ltd., Switzerland)

Registered Office & Factory

Perianaickenpalayam, S.R.K.V. Post,
COIMBATORE-20,

- Telex : 042/212 Coimbatore ‘

MANUFACTURERS OF TEXTILE MACHINERY
High Speed Draw Frames—Model DO0/2B (2 deliveries)
Speed Frames-Model F/1 (Type GS)
Ring Spinning Frames-Type DJ5
High Speed Ring Spindles-M. 2.

Our Mechanised Foundry sct up with German Krupp’s Collaboration can
supply Castings as per Indian Standard Grades 15,20 and 25

For Particulars Please Contact

VOLTAS LIMITED
BOMBAY and BRANCHES

Phone : 5 Lines : 34233 to 34237
Coimbatore

Silver Lap Machines (Model E 2/4A)
Ribbon Lap Machines (Model E 4/1A)
High Speed Combers (Model E 7/4)
Blow Room Lines
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TABLE I

STATE BUDGETS: 1971-72 AND 1972-73
(Revenue Account only)

583

(Rs crores)

197072

1972-73
State Revenue Expendi- Balance Revenue Expendi- Balance
ture ture
285.49 272,31 --13.18 344.70 331.76 +12.94
»Andhra Pradesh 24968 24470 +4.98 31110 316.38 —5.28
Gujarat 216.88  204.53 +12.35  262.52 23324 129.31
Haryana 93.53 85.44 18.09 141.41 122.33  4-19.08
Kerala 159.80 176.04 —16.24  191.38  209.97 —I8.59
Madhya Pradesh 250.09 231.54 --18.55  288.67 268.02 --20.65
‘Maharashtra 467.76 466.26 41.50 561.48 523.69 37.79
Mysore 241.14 23559 4555 293.26 292.05 --1.21
Orissa 133.10 143.98 —10.88 163.56  177.26 -—13.69
Punjab 141.57 129.56 +12.01 198.37 176.20 -+22.17
Tamil Nadu 306.31 322.18 —15.87 397.27 394.78  4-2.49
Uttar Pradesh 413.39  378.81 +34.58 649.17  709.85 —60.68
West Bengal 345.18  373.49 —28.31 348.08  367.48 —19.40
Total 3478.63 3450.27 +28.36 4368.77 4342.96 -}-25.81
TABLE I1
RESOURCES FOR STATE PLANS: 1972-73
(Rs crores)
States Resources Total
Central resources mobilisation Plan
States assistance on the in outlay
existing (Column
basis 1972-73 2+4-34-49)
I 3 4 5
1. Andhra Pradesh 46.56 46.44 12.00 105.00
2. Assam 32.96 5.05 2.24 40,25+
3. Biher 65.57 27.93 6.50 100.00
4, Gujarat 30.65 72.35 3.00 106.00
5. Harayana 15.23 61.77 5.00 82.00
6. Jammu & Kashmir 32.00 2.00 2.06 36.00
7. Kerala 33.95 24.55 5.50 64.00
8. Madhya Pradesh 50.83 52.17 6.00 109.00
9. Maharashtra 47.63 150.96 7.00 205. 59
10. Meghalaya 7.22 1.03 —_ 3. 25
f1. Mysore 33.56 38.74 -— 72. 30
[2. Nagaland 7.59 1.41 —_ 9.00
[3. Orissa 31.04 24,28 2.00 57.42
(4. Punjab 19.59 59.41 6.00 85.00
|5. Rajasthan 42 68 18.32 4.00 65.00
6. Tamil Nadu 39.19 70.86 6.30 116.35
\7. Uttar Pradesh 102.04 112.96 10.00 225.00
18. West Bengal 42.87 20.65 10.00 73.52
Total 681.16 790.98 87.54 1559 68
|9. Himachal Pradesh 22.00 4.07 0.50 26 57
0. Manipur 7.50 - o 7 %
. Tripura. 8.00 — — 8.00
Grand Total 718. 66 795.05 88.04 1601.75

*Bxcludes an amount of Rs 2. 75 crores for Mizoram which was part of Assam and is now a union territory.
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387

Social Justice with Econofnic Growth

PRESENTING THE budget of the Government of India on
March 16, 1972, for 1972-73, the Finance Minister, Mr
Y. B. Chavan, stated that the budgetary provision for the
central Plan was being increased by Rs 332 crores or nearly
23 per cent. Within the provision for the Plan at the
&entre as much as Rs 240 crores had been provided for
schemes with an accent on social justice as well as econo-
mic growth. Even though this provision was modest as
compared to the magnitude of the problem, h» said it
represented a sincere effort towards meeting the basic
minimum needs of the most disadvantaged sections of

Our society.

*  The full text of part “A” of the budget speech

follows :

Iris> to present the Revi-
secd Estimates for the cur-
rent year and the Budget
Estimates for 1972-73.

In many ways, the year
that is now drawing to a
«Close has been the most
eventful in our recent his-
tory. It began in the wake
of a clear expression of
the will of our people in
favour of a bold and radical
programme  to promote
growth with social justice.
But the beginning of the
year also witnessed a reign
of terror and repression in
East Bengal. By Novem-
ber 1971, some 10 million
refugees had sought shelter
in our midst; and we stinted
no effort or resource in
looking after these hapless
- and heroic people. Despite
this massive influx and the
cost ofa war, which was
not of our seeking, we deci-
ded not to delay or post-
pone in any way the equally
urgent task of development
and social welfare, Instead,
we sought to meet the
additional burdens by two
supplementary instalments
of fresh taxation, by greater
mobilization of voluntary
savings and by a renewed
drive  for economies in
non-Plan expenditure and
{Pbeedier tax collections. -

r

Above all, we met the
challenge by drawing on
the strength of a united
people; and it is possible
now to look back on the
avents of the past year with
& degres of confidence in

the economic sphere as well.
Despite the extraordinary
stresses and strains which
were compounded by natur-
al calamities over many
parts of the country, it
should be possible to end
the current fiscal year with
our foreign exchange reser-
ves more than intact,
gove'nment stocks of food-
grains of nearly eight mil-
lion tonnes, the general price
level reasonably stable and
a deficit in the central budget
significantly lower than what
one might have appre-
hended.

To some extent, the events
of the past year will conti-
nue to cast their shadow
over the coming months as
well. Honourable Members
would appreciate that we
have to assist the friendly
people and government of
Bangladesh in their im-
mediate task of recon-
struction and rehabilitation.
To the extent that we have
drawn upon the accumu-
lated stocks in the economy
and there has been unusual
wear and tear of our pro-
ductive assets, these will
have to be made good.
But above all, now that the
refugees have been able to
return to their homes,
we have to redirect our ener-
gies increasingly to satisfy
the aspirations of our own
people.  While the resi-
lience and strength displayed
by the Indian economy can
give us confidence, there is
little room for complacancy.

Economic conditions in

the recent past contain many
pointers to the areas where
further sustained effort is
recessary. These have been
dealt with at some length
in the Economic Survey.
The rate of growth of the
econpomy has slackened in
1971-72. To some extent,
this is understandable as the
high rate of growth in the
production of major cereals
in earlier years cannot—
and indeed need not—be
continued year after year.
But this trend should be
counter-balanced by an in-
crease in the growth rate
of pulses, commercial crops
and industry at large. This
has not happzned so far.
Many of our basic indus-
tries, notably steel and ferti-
lizers, are operating well
below
of agricultural raw mate-
rials has affected import-
ant copsumer good indus-
tries such as textiles, sugar
and vegetable oils. There
are encouraging signs that
many capital goods indus-
tries and those producing
important intermediate pro-
ducts have their order books
full and are maintaining a
satisfactory rate of growth
in production. But here
again, progress is by no
means uniformly good. Qui-
te apart from tackling the
immediate problems of bet-
ter  management, greater
capacity utilisation, im-
proved raw material sup-
ply and industrial relations
and a general environment
of more active demand, we
have to expadite the creation
of additional capacity in
a number of vital areas,
including the generation of
electricity and fertilizers and
steel where better utilisation
of existing capacity alone
will not sustain demand
for long.

There are also other trends
which we cannot overlook.
While imports, other than
those of foodgrains, have
Increased rapidly, this can-
not be said of exports. As

rapacity. Shortage

a result, the trade gap is
likely to widen appreciably
in the current fiscal year.
The various programmes for
promoting social welfare
which have been taken in
hand over the past two
years have yet to gather
momentum. Again, despite
some signs of improvement,
the level of savings and
investment in both the public
and the private sectors is
inadequate to sustain a satis-
factory rate of grawth.

This situation must be
rapidly transformed if the
objective of growth with
social justice and self-reli-
ance is to be realised soon.
Nor is a reasonable degree
of price stability possible
without a rapid increass in
the production of the basic
necessities of the people. Up
to a point, and indeed to
to a much greater extent
than is commonly realised,
growth, social justice, self-
reliance, investment and
mobilisation of resources
are all mutually reinforc-
Ing processes. We have,
however, also to quicken
the pace by appropriate
changes in budgetary and
other policies. It is precisely
in order to bring about
such a co-ordinated and
concerted approach to our
economic problems that a
Cabinet Committee on Eco-
nomic Policy has been re-
cently set up.

Coming to budgetary
developments  during the
current year, 1971-72, Hono-
urable  Members would
recall that the provision of
Rs 60 crores for refugee
relief made in the budget
last May had to be increased
subsequently on two acca-
lons making a total of Rs
360 crores for the year as a
whole. Against this provis-
sion, actual expenditure is
now estimated at Rs 325
crores. At this stage, itis
difficult to render any
precise account of the aid
pledged from abroad which
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will ultimately compensate
us for the expenditure we
ourselves  have incurred.
A significant part of the
refugee assistance received
earlier or in the pipeline
is already being diverted to
Bangladesh. But on a rough
basis, the budgetary outlay
of Rs 325 crores may be
offset to the extent of Rs
120 crores by assistance
received from abroad

We have already made a
sizeable beginning with assis-
tance tothe Bangladesh go-
vernment in the current year
itself. Inclusive of a cash
payment of about Rs 20
crores which is being charg-
ed to the rehabilitation bud-
get the commitments so far
made for assistance to
Bangladesh amount to
roughly Rs 130 crores.
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It is our intention to provide
for a total commitment in
this regard of Rs 200 crores
of which Rs 82 crores might
be disbursed during 1971-72
and the balance during
1972-73.

Defence expenditure for
1971-72 is now estimated
at Rs 1411 crores as against
the budget provision of Rs
1241 crores, i.e., an increase
of Rs 170 crores. The ex-
penditure on natural clami-
ties relief at Rs 90 crores
would also be higher than
the budget estimate of
Rs 50 crores.

The actual trend in
expenditure on Plan schemes
during the current year is a
mixed one and some short-
fall in Plan expendiiure can-
not be ruled our. But there

START
A BUSINESS

OR

INDUSTRY OF
YOUR

-

For details, please contact sur nearest Branch

RAAS/B/146

_Bank of India’

SO fen e e r—

is reason to believe that the
shortfall would not be as
great as in the first two years
of the Plan. The imple-
mentation of important pro-
jects in the steel, fertilizer,
petrochemicals and atomic
energy field has picked up
momentum. This is also
true of the programmes
with an accent on social
welfare which were started
in the 1970-71 budget. But
the two major programmes
for employment in the rural
areas and for the educated
unemployed which were
introduced in the last
budget could not be given
proper shape for some time;
and actual expenditure is
likely to fall short of the
budget provision of Rs 75
crores, Once again, our
experience in the current
year highlights the fact that
the momentum of progress
cannot be kept up merely by
provision of finance. Timely
preparation and selection
of projects and speedy im-
plementation are equally
important.

Receipts under Income
and Corporation Tax are
now estimated at Rs 83
crores more than the Bud-
get Estimate reflecting in
the main the efforts made
towards speedier tax collec-
tion. Union Excise Duties
will show only a moderate
increase of Rs 31 crores.
On the other hand, Customs
revenue will exceed budget
estimate by Rs 118 crores
reflecting  primarily  the
spurt in imports.

Receipts -from matket
loans also show a substantial
merease  over the budget

" estimates the actual reali-

sation being Rs 294 crores
against the expectation of
Rs 168 crores last May.
The nationalised banks have
continued to make excel-
lent progress in deposit
mobili:ation; and the Life
Insurance Corporation and
the Provident Funds have
also been able to mabi-
lise more funds than was
expocted earlier. This has
greatly facilitated market
borrowing by the centre in

‘the current year. Collections

under small savings should
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amount to Rs 210 erupes”
against Rs 180 crores g
sumed earlier. o
The overall deficit is now
expected to be restricted to
Rs 385 crores. This repre-
sents an increase of Rs 152
crores over the budget esti-
mate. An increase in deficit
of this order cannot be
contemplated with equan-
imity in a normal year ; ané
Its monetary impact ocven
in the current year was held
in check by the policy of
restraint followed by the
Rescrve Bank. But Honows-
able Memboers would, I am
sure,  appreciate that iv
has to be judged against
the additional liability
on account of defence,
refugee relicf, assistance to
Bangladesh and natural
calamities. Expenditure on
these four items alone is
now expected to be Rs 1888
crores as against Rs 1351
crores envisaged last May:-
Even allowing for additional
oxternal  assistance  for _
refuges relicf, this represents
anincrease of Rs 437 cror€s
over the budget estimates.

Sir, I come now to 1h‘#§
Budget  provisions  for-
1972-73. In koeping with
the imperativa need 1O
accelerate  the pace ©
growth and social welferé,
I propose to increase the
the budgetary provision for
the contral and centrally-
sponsored Plan  schem®s
from Rs 1455 crores in
1971-72 to Rs 1787 crores in
1972-73.  This increasa Of
Rs 332 crores or by nearly
one-fourth in a single
year represcnts the sharpost
stop-up that wo have attem-
pted in the central sphere
over the past so many ygars.
The increase in Plan outlaf
is spread over virtually all
the sectors of the economy.
Agriculture,  Community
Development and Co-opera-
tion account for an increase
of Rs 23 crores; Irrigatiop
& Power, Rs 18 crore¥;
Mines and Metals, Rs 23
crores; Industry including
Patroleum, Chemicals, Steel
and Heavy Engineering, Rs
44 - crores; Shipping
Transport, Rs 56 crores;
Posts & Telegraphs, Rs 14
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COME..GREET
; THE SPRING

Spring is here in all its
splendour. It is the time for
brisk activity. Walking
becomes a sheer delight.
You can walk as much as
you like. Only make sure
that you have the right
type of footwear. Your feet
should have adequate
protection and yet breathe
the helpful airs of
spring and absorb the soft
sunshine.Bata have a
range of footwear just
right for your feet and
for the season.

Sunway 34
Sizes 4-10
Rs 20.95

Jubilee 71
Sizes 4-10
Rs 13.95

Sunway 16
Sizes 4-10
Rs 20.95

Sunshine 08
Sizes 4-10
Rs10.50 .
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Yes. We have changed over
the years. Better equipment.
More economical. Less
maintenance cost. More
compact too—as you can
see! Our Engineering people
call it miniatunization.

Our Development people
are ever at work. They are
already using integrated
circuit and thin film
tecinology in the new
designs. The aim?
Harnessing the latest
electronic know-how for
your service today.

Every day in many ways
BEL serves you better and better
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érores; Railways, Rs eight
crorss and Atomic Energy,
Rs 30 croras.

By far the largest increase
is being made in the po-
visions for those schemes
which combine an element
of social welfare with future
growth potential. Taking
all such schemes together,
the budget provision in
1972-73 would be Rs 240
croras as compared to Rs
130 crores in 1971-72. An
important innovation Tre-
lates to a new lump-sum
provision of Rs 125 crores
to cover the raquirements of
rural water supply, rural
home sites, slum clearance
and improvement, primary
education and schemes for
the educated unemployed.
Since there are wide diff-
erences in the requiroments
of differont states for these
essential amentities, it is felt
that a lump-sum provision
of the nature would make it

-easier for us to make an im-

pact in each state in the
field where such impact is
most urgently needed.

There are large disparities
among the states in terms
of enrolment of children in
schools in the age group 6-11.
Expansion of primary edu-
cation facilities, particularly
in the backward areas, will
help correct regional imbala-
nce and will also provide

scope for larger employment.

Of our 560,000 villages,
some 130,000—or almost
25 per cent-—are cholera-
endemic and guinea-worm
infected areas. By tackling
the problems of rural water
supply in these disadvant-
aged areas, it should be
possible to contribute subs-
tantially to the wall-being of
the rural people. The pro-
vision for rual home sites
should help particularly
landless labour. In some
states the noed would be
to concentrate mainly on
slum cloarance and im-
provement in congestad ur-
ban areas or on schemes
designed primarily to pro-

vide employment to the
educated.
Among other schemes, the

budgetary provision for the

SPECIAL BUDGET NUMBER

small farmer development
agency 1s being doubled
from Rs six crores this
year to Rs 12 crores next
year and for marginal far-
mers and agricultural labo-
urers from Rs three crores
to Rs six crores. Similarly,
the provision for special nut-
ritional programmes for
children is being increased
from Rs 11 crores to Rs
21.5 crores. Programmes
for dry farming develop-
ment, rural works in
drought-prone areas and
the crash programme for
rural employment are being
continued with a total pro-
vision next year of Rs 72
crores. 1t is our hope that
in the light of the experience
alteady gained and the
assessments recently made
in consultation with the
state governments, it would
be possible next ycar to
utilise in full the provision
that is now being made.

In addition to the pro-
vision made in the budget
resoutces are also available
for the central Plan from the
internal surpluses of public
sector enterprises and by
way of contribution from
financial institutions. The
internal resources of public
sector  enterprises which
would be available for the
Plan are expected to increase
from Rs 233 crores in
1971-72 (budget estimates)
to Rs 275 crores in 1972-73.
Other resources available for
the central Plan including
borrowings from financial
institutions and constri-
butions by the Reserve Bank
from retained profits etc.
are expected to inciease
from Rs 135 crores in the
current year to Rs 245
crores in 1972-73. Inclusive
of budgctary provision as
well as internal resources of
public enterprises and other
extra-budgetary 1esources,
the total Plan outlay on
central Plan schemes is thus
expacted to increase fiom
Rs 1823 crores in 1971-72
to Rs 2307 crores, i.e., by
Rs 484 crores orgby about
27 per cent.

I am happy to say that
there . will also}be a subs-
tantial step-up in the Plan

outlays of the states. In the
light of the discussions that
the Planning Commission
has alrecady had with
the state governments on
the annual Plan outlay of
the ‘states and union terri-
tories for 1972-73 is expect-
ed to be Rs 1666 crores as
compared to Rs 1440 crores
in 1971-72. This includes a
provision of Rs 782 crores
by way of Plan assistance
from the centre to the states
and  union  territories.
Honourable Members
would also note that subs-
tantial pait of the increase
in the central Plan outlay
is really on schemes which
are initiated and executed by
the state governments them-
selves.

In addition to Plan as-
sistance, the scheme of
special accommodation by
way of loans to those states
which have substantial non-
Plan gaps will be continued;
the provision under this
head for next year is Rs 130
crores. But the state govern-
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-ments on their own will
also have to mobilise res-
ources on a substantial scale
if the Plan outlays now pro-
posed for them are to be
implemented without re-
course to overdrafts from the
Reserve Bank. As the house
is aware, the Minister of
Planning and 1 have been
in close touch with the states
in this regard. 1 am well
aware that there are genuine
difficulties in some states in
liquidating past overdrafts
over a short period. In
recognition of these diffi-
culties we have arranged in
consultation with the Plan-
ning Commission, that such
states would not be called
upon to liquidate their exist-
ing overdrafts immediately
but would be asked to repay
next year only 15 per cent
of the estimated overdrafts
at the end of 1971-72. The
state =~ governments have
agreed to take steps to re-
duce the overdrafts pro-
gressively; and we propose
toadapta new set of proce-
dures to ensure that over-

NATIONAL AND |
GRINDLAYS
BAN K(Llabillty of Members is Limited)

THE INTERNATIONAL BANK
AT THE NATION’S SERVICE
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drafts are not used in future
as a continuing mode of
financing  state expendi-
tures.

I may also mention in
this connection that we pro-
pose to announce soon the
composition and terms of
the sixth Finance Com-
mission. In our federal sys-
tem, the evolution of satis-
factory financial relations
between the centre and the
states has a vital bearing
on progress and harmony
in the country at large;
and the next Finance Com-
mission will have a very im-
portant role to play in lay-
ing the base for the fifth
five-year Plan which will
be launched two years from
oW,

Outside the Plan, effo1t is
being made to restrict ex-
penditure to the minimum.
The provision for defence
next year is being kept at
Rs 1408 crores, 1.e., about
the same as the Revised
Estimates for the current
year. Honourable Mem-
bers, I am sure, would ap-
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preciate that apart from
providing for normal in-
creases in costs, salaries
and dearness allowance, we
have also to make ade-
quate provision for recoup-
ing the losses suffered during
the war and for looking
after the families of those
who have made the supreme
sacrifice for the defence of
the motherlard. It is our
earnest hopc and endeavou
that out of the ar guish and
agony of the recent past will
emerge & new spirit of peace
and haimony in this gieat
sub-continent so that all its
700 million inhabitants can
devote their cntire energies
against thoir common ¢ne-
mies of hungear, want, disease
and exploitation of man by
man.

I expect the yicld from
income tax and corporation
tax to increase from Rs
985 crores (Revised Esti-
mates) in the current year
to Rs 1060 crores in 1972-
73. Revenues from Excise
Duties should increase from
Rs 2103 crores to Rs 2330
crores and from Customs

HOWE (INDIA) PRIVATE LIMITED

CONSULTING ENGINEERS

PLANNING — DESIGN
CONSTRUCTION SUPERVISION

Marine and Harbour Engineering, Bulk
Material Handling and Processing, Indus-
trial Plant Layout and Design, Food and
Agriculture (all types of Grain Handling,
Processing and Storage; Feed Mills; Flour

Mills; Rice Mills; Malt and Sugar Plant;
Fish Processing Plants; Vegetable Plants;
Fertilizer Plants) snd Nuclear Engineering.

B-54, GREATER KAILASH-!
NEW DELHI-48

Duties from Rs 652 crores
to Rs 700 crores. The conti-
nuance of special levies
which, I am afraid, is un-
avoidable in the present
circumstances, would bring
in Rs 70 crores next year as
against Rs 20 crores in the
current year.

Unfrotunately, a signifi-
cant part of the additional
revenues will be offset by an
increase in food subsidy
from Rs 30 crores in the
budget estimates for the
current year to Rs 100 crores
in the budget estimates
next year. On the basis of
present procurement and
issue prices, the burden of
food subsidy next year
would amount in fact to Rs
120 crores. 1 have made a
somcwhat lower provision
of Rs 100 crores as it is our
intention not to let this bur-
den grow without appropri-
ate remedial measures to
keep it in check.

The welcome increase in
foodgrain production has
added to the fiscal burden
in arother way. During
1972-73, the additional
financial requitements of
the Food Corporation of
India for carrying the buffer
stock of foodgrains are
estimated at Rs 120 crores.
I am making a budgetary
provision in this regard of
Rs 25 crores only so that
the balance of Rs 95 crores
will have to be found by the
corporation by additional
borrowing from the bank-
ing system. At the end of
February 1972, the Corpo-
ration’s borrowing from the
banking system had already
reached the high level of
Rs 350 crores. A further
addition of Rs 95 crores
during the coming year will
naturally strain the re-
sources of the banking sys-
tem unduly unless the de-
mands on it from other sec-
tors are correspondingly
moderated. That is why net
receipts from market loan
noxt year have assumed at
the level of Rs 215 crore
only. Thus, directly or in
directly, the procurement
of foodgrains is now having
a substantial repercussioq
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on the central exchequer
as ?,lso on the dis'ribu'ion
of income within the coun-
try. »

Net receipts from external
loans next year are also ex-
pected to show a substantial
decline from Rs 469 crores
this year to Rs 374 crores
in 1972-73. Recent events
have once again served as a
reminde: that even as we
strive for greater growth
and social welfare, we can-
not neglect the urgent need
for reducing the dependence ,
on external assistance. OQur
policy to be progressively
independent of external
asssistance is not directed at
anyone other than ourselves.
Its thrust is towards invi-
gorating our own internal
efforts.  There are a few
major areas, such as cotton,
oil seeds, fertilizers, steel,
petroleum products and
spare parts for equipment -
installed in the past where
our dependence on imports
is still high. Similarly, our
export earnings can be in-
creased rapidly by creating
additional facilities for min-
ing, fishing and manufac-
ture}of a large variety of
engineering and consumer
goads. We are making de-
tailed plans in each of these
ssectors to increase produc-
tion rapidly so that ou
growing requirements can
be met without undue de-
pendence on impoits and
surpluses created for aug-
menting exports. No effort
whether by way of provi-
sion of finance or otherwise
will be spared to accelerate
this process of self-reliance
through import substitu-
tion and export promotion.

_ Al existing rates of taxa-

tion, the overall budgetary
deficit next year will be Rs
375 crores. “There will be a
surplus on revenue account
of Rs 219 crores, but this
would be more than offset
by the deficit on capital’
account of Rs 594 crores.

To sum up, the main fea-
ture of the budget for 1972-
73 which I am now present-
Ing is the substantialjin-
crease in the outlay on the
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Plan. The budgetary pro-
vision for the central Plan
proper is being incieased
by Rs 332 crores, or nearly
23 per cent.  Inclusive of
internal surplus and other
extra-budgetary  resources:
the increase in the cential
Plan works out to Rs 484
crores, or 27 per cent. Tak-
ing the centre, the states
and the wunion territorics
together, the total provision
for the Plan for the next
year, as now envisaged,
comes to Rs 3973 crores as
against Rs 3263 crores in
the current year, i.e., an
increase of Rs 710 crores,
or 22 per cent. A substan-
tial increase in Plan out-
lay of this order would be a
major factor contributing
to economic growth over
the coming months. It has
been our experience that an
increase in Plan outlay in
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pectation, therefote, that
the increase in Plan outlay
next year will serve as a
catalyst for the revival of
growth particularly in the
industrial sector where re-
cent trends lesve much to
be desired.

Within the total budget
provision for the Plan
at the centre, as much
as Rs 240 crores is being
earmarked for  schemes
with an accent on social
justice as well as economic
growth. 1 am well aware
that even this provision of
Rs 240 crores is modest as
compared to the magnitude
of the problem. But.I am
sure, Honourable Members
would agree that it repre-
sents a sincere effort to-
wards meeting the basic
minimum needs of the most

the substantial increase in
Plan outlay and without any
credit for mobilisation of
additional resources, the
overall deficit in the central
budget for 1972-73 is now
expected to be limited to
Rs 375 crores. This satis-
factory outcome is the re-
sult mainly of the fact that
during the past critical
year, we were able to intro-
duce what amounts virtu-
ally to three different bud-
gets with substantial mea-
sures for additional re-
source mobilisation. The
total receipts on account of
the taxation measures intro-
duced last year will be of
the order of Rs 500 crores
in a full year.

important as the central
budget is as an instrument
for furthering our social
and economic objectives, it

April ‘
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steps in this direction. The
taking over of the manage-
ment of general insurance,
the guidelines given to finan-,,
cial institutions in regard to
convertibility of loans into
equity and participation in
the management of the
enterprises assisted by them,
continued effort to direct
the new vitality of the na-
tiionalised banking system
towards 1mprovement in
the economic conditions of
the small and new entre-
preneurs in industry and
agriculture and the policy
of differential interest rates
—these are all various facets
of the same thrust forwatd
towards the goal of econo-
mic progress with social
justice. Honourable Mem-
bers may rest assured that
we shall continue our efforts
in the same spirit and over a
broad front over the com-

the public sector is a pre-  disadvantaged sections of " "o supplemented by  ing months so that the
requisite for revival of in-  OUr Society. basic changes in our econo- ~ mandate for creating a,
dustrial production whether mic institutions and policies.  socialist socicty is carried
in the public or in the pri- It is a matter of some  Duringthe lastyear, govern- out  with speed and
vate sector. It is our ex-  satisfaction that despite  ment has taken a number of  Vigour.
Telegram : BHARCOMIND, New Delhi Phone Nos. Delhi, 626202 & 625880
Head Office : 10, Ring Road, Lajpatnagar IV, New Dethi-24,
( Regd. Office : Industry House, 10, Camac Street, Calcutta-17)
Manufacturers of
Staple Fibre, Cotton, Fancy and Synthetic Yarns in various blends "
Mills at
NAGDA, THANA, RAJPURA, NANJANGUD
3
1
Note : All correspondence should be addressed to the company's Head Office, 10, Ring
Road, Lajpatnagar IV, New Delhi-24
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START THE END OF YOUR
- OVERLOAD PROBLEM!

 TYPE MSDD/NT
STARTER

Bimetallic overload relays
accurately calibrated and
ambient temperature
compensated. Available for
systems up to 660 Volts.

'I'YPE DI.S
STARTER
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?h switching
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Manufactured by:

THE MYSORE ELECTRICAL
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Bangalore.

-
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Bldg., Connaught Clrcus. New Delhl,
Assoclated Offices: Calcutta s Madras
Bangalore e Hyderabad.

(BOMBAY) PVT.LTD.
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India’s ex

That’s Indian Tube’s Service
for a“growth”economy.

for exports during 1968-69. In 1969-70,
demands for diverse types of steel tubes but  Indian Tube's F.0.B. earnings were not .-
is also India’s leading steel tube exporter, only the highest amongst tube exporters, but
developed countries such as the US.A., UK. were the highest in the entire commodity
and Australia being the principal buyers. group “"metal manufacturers” :
Indian Tube is the only steel tube r In 1970-71, Indian Tube’s exports, again th
manufacturer to receive the recent award highest in the industry, represented 50.16%
of a Certificate of Merit from the Ministry of India’s total tube exports to the U.S.A.,

of Foreign Trade, Government of India,

Indian Tube not only meets vast home

INDIAN TUBE

The Indian Tube Company Limiteaq,’
b Tpti-stgvypfyg and Lloyds Enterorises
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88.349% to Australia and 1009, to the UK : .
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Towards Self-Reliance and Equity

IN REGARD to taxation proposals for 1972-73, the Finance
Minister, Mr Y.B. Chavan, claimed that they would
promote growth, social justice, self-reliance, investment
and resource mobilisation. He hoped that taken in their
entirety, the budget proposals would take the economy one
stage forward in its matrch towards the cherished goals of

this country.

The full text of part “B’’ of the Finance Minister’s

speech is given below:

Without taxing the pa-
tience of Honourable Mem-
bers any further, I should
proceed now to the businass
of taxation proper. Hav-
ing introduced virtually
three budgets in the past 12
months, I might well be
expected to declare a holi-
day from further taxation
for at least one year. But
I am afraid I cannot allow
myself such unique distinc-
tion. A deficit of Rs 375
crores cannot be left wholly
uncovered without danger
to price stability. We have
also certain commitments to
the state governments to
raise revenue on their be-
half. Fiscal policy must
serve the larger objectives
of self-reliance and equity.
Nor should I fight shy of
making a few concessions.
The introduction of a new

. budget is also an opportu-
ity for z certain amount of
spring cleaning.

The Direct Taxes Enquiry
Committee under the chair-
manship of Mr K.N. Wan-
choo, ex-Chief Justice of
India, submitted their re-
port last December. It con-
tains 3 number of valuable
and far-reaching suggestions,
for unearthing black-money
preventing evasien and
avoidance of taxes and re-
‘ducing tax arrears. Copies
of the report will scon be
made available to Honour-
able Members. It has often
been said in this House that
basic changes in the tax
system should be introduc-
ed by means of a Taxation
Amendment Bill rather than
through the annual finance
bill so as to give Honour-
able Members more time
for a detailed consideration
In the light of discussion
both within and outside

the House. Accordingly, I
propose to bring forth a
separate legislation as early
as possible to give effect to
those recommendations of
the committee which are
acceptable to the, govern-
ment and which require a
major change in the present
tax laws.

There has been a, feeling
for some time in the coun-
try that a family consisting
of husband, wife_and minor
children which constitutes
a common unit of consump-
tion and as such a common
focal point for the incidence
of indirect taxation, is also
a more appropriate and
equitable basis for purposes
of direct taxation subject
to certain safeguards for
wives at work. The present
tax treatment of Hindu un-
divided families has also en-
couraged tax avoidance.
On these two rzlated ques-
tions, the members of the
Wanchoo Committee have
made several alternative sug-
gostions. Government will
examine these suggestions
carefully and sponsor sepa-
rate legislation in due course
for restructuring the In-
come¢ Tax Act and the
Wealth Tax Act to the ex-
tent necessary.

In the meanwhile, I pro-
pose to introduce through
the Fipance Bill a few
changes in the Direct Tax
structure which are de-
signed either to produce
some additional revenue in
a difficult year or to give
effect to such recommenda-
tions of the Wanchoo Com-
mittee as can be easily in-
corporated in the present
tax laws.

On the assumption that

.no news is good news, I

propose to make no change
in the rates of income-tax
as also of surcharge on in-
come-tax in the case of tax-
payers other than compa-
panies.

In order to remove any
temptation that people may
feel for neglecting their regu-
lar duties in favour of any
casual or ephemeral or even
imaginary pastime, I pro-
pose to withdraw the pre-
sent examption in respect of
casual and non-recurring in-
come¢ when it exceeds
Rs 1000 in a year, However,
a finance minister in particu-
lac should not fiown upcn
those who are specially fa-
voured by the goddess of
good luck.  Accordingly,
winnings from states or
other lotteries will be taxed
on a concessional basis.
Those who win g prize in a
lottery are perhaps in the
same happy position as
p2ople who enjoy a capital
gain when their property
appreciates in value with-
out any effort on their part.
On this principle, in com-
puting incomes from such
winnings, a deducticn ¢f Rs
5,000 plus 50 per cent of the
balance will be allowed. Ho-
wever, even those who are
favoured by fortune should
make their offering first at
the altar of the exchequcr.
I propose, therefore, to
provide for deduction of tax
at source at the rate of 34.5
psr cent from crossword
puzzles and lotteries. Cas-
ual losses will be allowed to
be set off only against the
same type of income,

I propose to provide for
deduction of tax at source
at the rate of two per cent
of the payments made to
contractors by the govern-
ment, local authorities, sta-
tutory corporations gand
companies. Payments made
inturn by contractors, other
than individuals and Hindu
undivided families, t¢ syb-
comtractors will attract g
deduction at the rate of one
per cent. I hope this glli-
ance between the revenue

department and contractors
will lead to prompter pay-
ments all round.

With effect from April 1,
1972 government will pay
a rate of interest of 12 per
cent per annum on the
amount of refund the pay-
ment of which js delayed .
Honourable Members - will
rocall that at present the
rate of interest we pay is
only nine per cent per
annum. It is only fair that
the interest charged when
there is delay in the pay-
ment of direct taxes to the
government is glso simi-
larly increased from njpe
Pef cent to 12 per cent per
annum,

Capital gains arising from
the transfer of jewellery
hold for personal “use are
not so far chargeable to the
capital gains tax. This has
givenrise to fictitious trans-
actions in jewellery in order
to regularise incomes which
have escapad taxation, I
Propose, therefore, to re-
pair this omission, ‘

Dividequ received from
Co~oparative societies are at
present completely exempt
from meome taxation, I
S6e no justification for thig
exémpliion and propose to
withdraw it.  Such diyi-
dends, however, will be ig-.
cluded in the categories of
Income which qualify for
exemption from income tax
upto Rs 3,000 in g year,

These measures are likel
to yield Rs six crores in i
full year and Rs three crores
1n 1972-73 of which some Rs

two crores will be the share
of the states,

. Coming to corporate taxa-
tion, I propose to do away
altogather with the special
deduction of five per cent
of profits in the case of do-
mestic  companies engaged
In priority industries. Thijs
will yield Rs six crores in
a full year and Rs 4. 5 crores
In 1972-73, ,

Some months ago when

we levied special surcharges,
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many Honourable Members
had asked why the sur-
charge on company taxation
was fixed at 2 1/2 per cent
when a surcharge of five
per cent was levied on
many other items including
railway passenger fares. I
propose now to remove this
discrimination.  For the
assessment year 1972-73, the
surcharge will continue to
be 2 1/2 per cent of the in-
come tax payable by all
companies. However, on
Income tax payable in ad-
vance during the financial
year 1972-73 the surcharge
would be at the rate of five
per cent. This change will
yield Rs 12 crores over a
full year and Rs nine crores
in 1972-73.

There are a pumber of
other changes that are pro-
posed in the Finance Bill for
preventing evasion or avoi-
dance of taxes and for ra-
tionalising the incentives
available for promoting sav-
ing and investment. A few
changes are proposed, for
example, in relation to taxa-
tion of charitable and reli-

EASTERN ECONOMIST

gious trusts in the light of
recommendations made by
the Wanchoo Committee.
Voluntary contributions re-
celved by such institutions
will qualify for exemption
from income tax only if
these are applied to chari-
table or religious purposes or
are accumulated for such
purposes in the specified
manner. The other impor-
tant changes relate to audit
by a Chartered Accountant
and compulsory registration
for a trust to qualify for tax
exemption, extension of the
definition of relatives for
judging whether the income
or property of the trust is
being used in a manner
which would constitute dis-
qualification  from  tax
exemption and making the
trust liable to pay wealth
tax when any part of the
cerpus or income of the
trust is used for the benefit
of the author of the trust,
a substantial contributor to
the trust or the trustees and
their relatives, etc.

Regarding incentives for
investment and saving, in-

Prudent Budgeting Leads to Saving:
SAVE WITH:

KARUR VYSYA BANK LIMITED

Registered Office: KARUR, (Tamilnadu)
SYNONYMOUS WITH SERVICE

Maximum interest on deposits 737, p.a.

Special rates for Charitable and
Religious institutions

CONTACT

any of our
53 Branches in
TAMILNADU

o

G. S. ANNASWAMI
Chairman

vestment in industrial pro-
prietory concerns or partner-
ship firms will now be in-
cluded among assets which
qualify for exemption fiom
Wealth Tax upto Rs 13
lakhs. When one categor

of exempt assets is change

to another category of such
assets, the requircment of
minimum hoelding for a peri-
od of six months will be
reckoned with reference
to the period of holding
of both the assets. This
would remove the difficulty
that has been experianced
by many recipients of accu-
mulated provident fund con-
tributions.  Contributions
made towards the unit-
linked-insurance plan of the
Unit Trust of India will
qualify for deduction in
computing the taxable in-
come of an individual in
the same manner as life
insurance premia and contri-
butions to provident funds.

The income of approved
gratuity funds will be oxoem-
pted from Income Tax pros-
poctively from the assess-
ment year 1973-74. The
amount of gratuity that will
be exempt from income tax
in the case of employeas
other than government em-
ployees and employees of
local authorities will be
subject to a uniform ceil-
ing of half a months sal-
ary for each year of com-
pleted service «c¢r 15
months salary or Rs 24,000
—whichever is the least.

1 have come to the conclu-
sion that the small but
select class of income-tax
Payers in the country de-
serves some special recog-
nition from the government.
Accordingly, I propose soon
to award to each assessee
a distinct and permanent
account numbar of his own.
I am afraid, there is no
mark of distinction which
does not lead to easy detec-
tion; and I cannot help it if
individual account numbers
make it difficult to avoid
taxes.

Finally, I come to the de-
mand which has been made
by industry that while the
dovelopment rebate may be
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withdrawn, government
should introduce some other
fiscal concessions and an-
nounce them in advance so
as to impart a continuing
momentum to  industrial
growth in the country. Go-
verpment is not averse to
the grant of fiscal conces-
sions. It is, however, felt
that fiscal concessions for
promoting industrialisation
should not be general or
across-the-board in charac-
ter but should relate speci-
fically to our social and eco-
nomic objectives. Again, as
far as possible, it would ba
desirable to provide in-
centives which encourage
the use of those resources,
such as labour, which are
in abundant supply rather
than of resources, such as
capital, which will continue
to ba scarco for a long timg
to come. The Wanchoo
Committec has made a
number of recommenda-
tions with different objec-
tives in view. After exa-
mining all these suggestions
carefully, we propose to
come up with specific provi-
sions in the Taxation
Amendment Bill which is
proposed to be introduced
primarily to promote in-
dustrialisation in the back-
ward regions of the country.

The total yiald of all the
changes in direct taxation
will be Rs 24 crores in a
full year and Rs 16 crores
In 1972-73 of which the
share of the centre would be
approximately Rs 14 crores.
I could also have taken
credit for improvement in
tax-collections as a result
of the many changes de-
signed to reduce tax evasion.
But 1 have decided not to
credit myself with any such
gains in advance.

Sir, may I now turn to
what are perhaps euphe-
mistically called indirect
taxes?

I bave only one main
proposal in regard to cus-
toms duties. It will be re-
called that in December last,
we had imposed a regula-
tory duty at the rate of 2.5
per cent ad valorem on
most imported products
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TYAZPROMEXPORT

Soviet export and import organisation TYAZHPROMEXPORT undertakes to carry out all jobs involved in the construction
of complete industrial enterpriscs for ferrous metallurgy and mining industry.

V/O TYAZHPROMEXPORT
Ganc i ations and production facilitics, including the collection of initial data;
;d,f;'gﬁi ‘:osrts:)ll:(tfsgt'sl (sf ‘:: uipment to countries with most diverse climatic conditions; i )
—supervises construction and erection jobs and the assembly and installation of the delivered machinery and equipment;
—takes port in the commissk;(ning :f ?ntc};‘pcr_gf: and plants;
—bui ises on a package-deai principle;
_gz:-%eor:{cvrggzsggnal tra‘i’ning %f Jocal personnel both in the USSR and on the spot., ) o j
The projects on behalf of V/O TYAZHPROMEXPORT are cvalved on the basis of latest achicvements in science and en-
ginecring by specialized institutions in the USSR that have a vast expericnce in designing enterprises for ferrous metallurgy and
mmm%’/'gdl'?'tyrszPROMEXPORT delivers machincry and equipment of advanced design in full conformity with today's
production requirements, the equipment that has been thoroughly tested in operation enterprises both in the USSR and a
number of countries with different conditions. . L ] ]
The supervision of construction and erection jobs as wellas the assembly of equipment, commissioning of projects and train-
ing of local personnel arc carried out by experts with practical expericnce of long standing. L
Vocational training of local personnel is conducted in the USSR at efiterprises cmploying technologics similar to those in pro-
jects under construction, so the students can acquire all relevant practical skills.
All enquiries pertaining to rendering technical assistance in surveyine, rescarch and construc
personnel for metallurgical and mining enterprises should be addressed (o:

Y/O TYAZHPROMEXPORT,

tion jobs and training local

18/1 Ovchinnikovskayz Nab., Or to: Counscllor for Economic Affairs,
Moscow Zh-324, USSR. USSR Embassy in India,
Cables: Tyazhpromexport Moscow Nyaya Marg, Chanakyapuri,
Telex; 531 New Delhi,

Telephones: 220-16-10; 220-15-89 Tel: 77004
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. VISIT GUJARA'T

Famous for its cultural and archaeological heritage.....

CULTURAL

* Somnath Temple (Veraval)
* Sun Temple (Modhera)

* Shaking Minarets and Carved
stone Jali (Ahmedabad)

* Jain Temples (Palitana)
* Rodhramal (Siddhpur)
* The King of Forest, the Gir Lion (Junagadh)

ARCHAEOLOGICAL

* Pre-historic excavations at Lothal

INDUSTRIAL

* Oil Fields at Cambay
* Gujarat Refinery and
* Fertilizer Factory (Baroda)
* Amul Dairy (Anand)

FOR DETAILED INFORMATION, PLEASE CONTACT :—

1. The Director of Information,
Government of Gujarat, Sachivalaya,
Block No. 8, Gandhinagar.

Tele: 439 and 437

3. Gujarat Government Tourist
Office, Dhanraj Mahal,
Apollo Bunder, Bombay.

Tele: 257039

2. Gujarat Infoimation Centre,
6-Emporia Building,
Irwin Road, New Delhi.

Tele: 46248

The manufacturers of

aANR

have won the Govt. of India’s
Certificate of Merit for meritorlous

performance in Exports during 1968-69

Made for quality, durabitity and

granitic strength, SANKAR CEMENT

continues to strengthen India's
foreign exchange reserves, tool

Guaranteed by [ISF] hatimark

l]lITSTll;‘NIlING
EXPORTS
100!

i GEMENT

INDIA cEMENTs LYD. Everest Buildings”, 9th Ficor,

Dhun Building, Madras-2  46C, Chowringhes Road, Calcutta-16

Over 25 years® standing -
aver expanding !

"Kaseuri Buildings'*
171172, Jamshedji Tata Road, Bombay-20

K9, South Extension Part |, New Dalhi-4%

For FREE TECHNICAL ADVICE, CONTACT:
CEMENT SERVICE BUREAUV, 'THE GROVE', MADRAS-18

516 \7%

April 7, 1972

and a higher duty of 10 psr
sent on a few selacted items.
The need to exercise a gene-
tal resfraint on imports
femains as great as ever.
[t is also necessarv in
imposing regulatory duties
‘o ensure that the simpli-
fication of the import tar.ff
which was introduced
last vear is not unduly
disturbed. Accordingly, I
propose to apply the 10 per
sent ad valorem rate to all
tems which pay a duty of
100 pzr cent or more as well
as to the few selected items
which were included in the
10 par cent list last Decem-
ber. A new rate of five
par cent ad valorem will
apply to all items on which
2 duty of 60 par cent or
more but less than 100 par
ent is payable. The re-
m&ining items will continue
‘0 bear the regulatory duty
of 2.5 par cent. However,
‘hose items which were
‘otally oxempted lost De-
}mber will continue to re-
nain so. Theso changas will
‘esult in an additional reve-
we of Rs 8.6( crores in a
Null yoar,

1 also propose to conti-
We the provisions which
mable us to levy a regula-
ory duty of customs. How-
var, in keoping with the
Yrovisions relating to regu-
atory duty of excise, power
s being taken tc lavy regu-
atory duty of customs also
IPto g rato of 15 par cent
*'the value of the imports.

Coming now to excise
luties, 1 propose to make
10 addition to the list of
‘ommodities which can be
‘ubject to such duties. But
Honourable Members would
\PDreciate that even with-
JUt oxploring fresh fiolds
¥ Dastures new, it is possible
QIncrease the yield by more
mtensive cultivation; and
IS 18 g r:s5ponsibility which
Cannot escapa.

- Pursuant to the decision
‘0 continue the scheme of
Ovying additional excise
luties in lieu of sales-tax on
‘ugar, textiles and tobacco
¥¢ are committed to raise
he overall incidence of these
\dditional excise duties to
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10.8 per cent of the value
of clearances by the end of
the fourth Plan period.

To this end, 1 propose to
transfer to the states the
entire proceeds of the regu-
latory duty of 15 par cent
of the effactive basic duty
on unmanufactured tobacco
which was levied last De-
cember by converting it into
an additional excise duty
which is itself bzing rounded
upwards on different varie-
ties. As a result, the states
will gain to the extent of
Rs 11.56 crores by way of
additional duties whereas
the centre will lose Rs 9.70
crores by way of regulatory
duty. At ths same time, the
basic and spacial duties on
different varieties of un-
manufactured tobacco are
being merged in keeping
with a general scheme to
which I would soon refer.
In the process. I have also
taken the opportunity of
rounding upwards the rates
on diffarent varieties to make
up, in part, for the loss of
revenues to the contre. The
yield of the combined duty,
oxclusive of the additional
duties for the states, will go
up by Rs 9.31 crores.

In the case of cigarettes,
a similac rationalisation and
rounding off would result
in a gain of Rs 7.63 crores
to the state governments by
way of additional excise
duties and a loss of revenue
of Rs 4.64 crores under
"other duties which would
ncw be combined and shared
with the states.

\

In the field of textiles,
I proposc to raise additional
revenue for tho states fiom
art silk fabrics. At present,
taking all the duties into
account and dep:nding on
the price par square metre,
there are four different rates
that apply to art silk fabrics,
namely, three psrcent, 5.7
per cent, eight par cent and
10 per cont. I propase to re-
duce the 5.7 per cent rate
to five par cent and increase
the rate of 10 per cent which
applies to fabrics worth
more than Rs five par square
metre to 15 per cent. Of the
additional revenue of Rs

8.59 crores, the share of the
states by way of additional
duties will be Rs 5. 80 crores
and the rest will accrue to
the shareable pool between
the centre and the states.

In short, the revenue by
way of additional excise du-
ties will increase by Rs 25
crores and this entire in-
creare will go to the states.
Honourable Members would
note that I have left sugar
entirely untouched in this
exercise.

The fifth finance Com-
mission had recommended
that from 1972-73, the spe-
cial excise duties which
have been levied in the past
exclusively for the benefit
_of the centre should also be
included in the diyisible
pool. In keeping with this
principle, I have decided
to merge the special excise
duties with basic excise du-
ties and to round off the
combned r; to
introdugg-a certal

tur%, sar
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just half a dozen exceptions,
all the ad valcrem rates of
excise duties will fall under
six different slabs, namely,
10 per cent, 15 per cent, 20
per cent, 25 per cent, 30
per cent and 50 per cent.
To mention a few examples,
in the case of cement, the
basic duty of 20 per' cent
and the special duty of four
per cent will now be re-
placed by a combined duty
of 25 per cent. Similarly,
items which carry a basic
duty of 15 per cent and a
special duty -of three per
cent will now have a rate of
2C per cent applied to them.

There are only four items
viz., latext foam, sponge,
polyurethane foam, and
articles made from that
foam, and tyres for motor
vehicles where there is a
basic duty of 40 per cent
and a special duty of eight
per cent. The new combin-
ed rate for these items will
be 50 per cent. In case
Honourable Members feel
that the laws of rounding
off always favour the ex-

as on 31-3-1971

1%

EXTILES LTD.

Reserves & Surplus

Manufacturers of Yam — from 31s to 100s
Installed Capacity : 27,648 Spindles
SRI T.S. KRISHNA
N ;\l% S. RAMACHARY
7’\«\?' 3/ M.anaging Director

- Registered Office :
T. V. S. Buildings, MADURAI-1. .

 Mills at :
NANGUNERI, Tirunelveli District.

* Rs. 30,00,000/-

Rs. 17,01,702/-

Chairman
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chequer, 1 hasten to inform
them that ip the case of cof-
fee, the aggregate rate which
works out to Rs 102 per
quintal- would be rounded
downwards to Rs 100 per
quintal. In the case of vege-
table non-essential oils, also
the rate is being reduced
from Rs 110.25 per metric
tonne to Rs 100 per metric
tonne.

In the case of wireless
receiving sets, the present-
system of - taxing certain
component parts, i.e., tran-
sistor and diodes, has give
an impetus to large-scale
smuggling, I propose,
therefore to remove the
duty on such parts and re-
place it by suitable changes
in the duty on wireless re-
ceiving sets in such a way
that the incidence of duty
will increase with the price
of the set. The present exem-
ption from duty for sets of
a value not exceeding Rs
165 and manufactured by
the small-scale sector is be-
ing continued.

The combined result of
the rationalisation measures
would be a gain in revenue
of Rs 10,70 crotes.

There are a few items
where the opportunity of
merging the special duty
with basic duty is also be-
ing taken to raise additional
In the case of
paints and varnishes, the
additional revenue will be
Rs two crores and in the
case of paper, it will be Rs
five crores. The higher rates
of duty on paper, however,

_will apply only to the more
. expensi vevarieties of paper

and board. Printing and
writing paper used for exer-
cise note-books and text
books will not be affected.
Newsprint would also con-
tinue to be -exempt from
duty and there would be no
change either in the case of
mill-board and
board where the smaller
manufacturer is involved

Similar increases are be-

" ing made in the case of ra-

yon and synthetic fibres and
yarn. The more expensive
varieties of artificial synthe-

straw- -
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tic fibres and yarn
such as. polgester fibre
and yarn will bear higher

duties.  However, rayon
filament yarn which is a
comparatively cheap item
will remain unaffected. The
additional revenue from
these changes is expected
to be Rs 6.59 crores.

I now come to a few ma-
jor proposals whech are in-
tended to raise revenue for
the centre in a manner which
serves at the same time
some of our larger social
or ecopdmic objectives. It
will be recalled that last
December a regulatory duty
at 50 per cent of the effec-
tive basic excise duty was
1mposed on steel ingots, iron
and steel products and tin
plates so as to bridge the
substantial gap between the
prices of imported and
indigenous steel. Even after
these changes, a consider-
able gap remains between
imported steel and indigen-
ous steel prices. It is neces-
sary to economise on the use
of steel in the country by

charging for it a price which_

bears a reasonable relation-
ship with international prices
The basic duty on steel
products, therefore, is being
raised by about 30 per cent
and the regulatory duty of
50 per cent will apply to
these higher basic rates,
The total additional reve-
nue from steel products is
expected to be Rs 36.20
crores of which Rs 11.80
crores would be by way re-
gulatory duties.

For similar reasons, the
regulatory duty of 25 per
cent on aluminium and its
products is being raised to

33 1/3 per cent of the basic

duty. This measure will
yield Rs 4.18 crores.

Honourable Members are
also aware of our substan-
tial dependence on imports
in régard to  petroleum
products. The duty on
motor spirit has been raised
substantially in the recent
past and this has had the
salutory effect of curbing
the growth of demand. As
a token of appreciation, I
propose, therefore, to leave

the. motoring community
untouched this year, I am
afraid, I have, however, to
make up for the omission
last year in the case of kero-
sene where our reliance on
imports is even greater. In
addition, the comparatively
low rate of duty on kerosene
encourages its adulteration
with other products, parti-
cularly with high speed die-
sel oil. Tam well aware that
kerosene is an item of com-
mont consumption both in
the rural and the urban
areas. But in view.of the
circumstances 1 have men-
tioned, some additional tax-
ation of kerosene could not
be avoided. [ propose there-
fore, to increase the duty
on kerosene by Rs 59.75
per Kilo litre or roughly by
about six paise per litre.
This will result in an ' addi-
tional revenue of Rs 29.80
crores in a full year.

In the budget last May,
we had introduced a duty
on compounded lubricating
oils and greases. - Lubricat-
ing oils are also manu-
factured and marketed to
some extént by a mere
blending of two oils without
any added ingredient. There
is nc reason why these
marketable oils should not
be made liable to duty. [
propose, therefore, to

_amend suitably the definit-

ion of the existing tariff
item which will yield an
additional revenue of Rs
five crores. The duties on
asphalt and bitumen as also
on petroleum waxes are
also being suitably reyised
to yield an additional reve-
nue of Rs 3.30 crores.

It has often been saig
that the agricultural sector
which has been witnessing
significant grc wth in income
over recent years should
also make an appropriate
contribution to the aver-
all needs of the country.
We have appointed a8 Com-
mittee under the Chairman-
ship of Professor K. N. Raj
to examine the whole ques-
tion of taxation of agri-
«culrural incomes and wealth,
Steps_have also been taken
to raise additional revenue
from this sector by levying

‘duce an extensive rationd-

April 7, 1972 April 7, 1972 SPECIAL BUDGET NUMBER 602

a duty on tractors and on,
fertilizers, I propose now,
to raise the duty on fertilizers:

frcm 10 per cent to 15 per

cent. This will result in;]
additional revenue of R#
12.50 crores. Duty at thé

rate of 10 per cent will also

now be levied on power+

driven pumps which are

designed primarily for hand-,

ling water. This measure i8

expected to yield a revenue

of Rs two crores.

There are a few othet -
minor items such as synthe«
tic organic dyestuffs and
optical  bleaching agents
where the rate of duty is
being changed from 15 per
cent with an additional
yield of Rs 2.63 crores. The
duty on aerated waters with -
blended concentrates IS
being increased from 10
per cent to 20. per cent with
an additional yield of Rs"
1,65 crores. Pistons will
now be added to the list of
motor vehicle parts for
the purposes of duty. The
revenue  yield from thjs
would be Rs 50 lakhs.

The merger of special
duty with basic duty results
inarate of Rs 605 per metric
tonne on hessian and of Rs
385 per metric tonne in the
case of other jute products
which relate mainly to sack-
ing. 1 propose to round off
these rates to Rs 600 and
Rs 400 per metric tonne
respectively, The regulatory
duty will remain unchanged
at 50 per cent. The net
gain to the exchequer would
be Rs 1.76 crores of which
Rs 1.20 crores would be
by way of regulatory duties.

ITC acknowledge the vital and enlightened
role played by their Employees and Unions. It is
with them that ITC wish to share the credit
for winning the 1971 Award of the Federation
of Indian Chambers of Commerce and Industry for
outstanding contribution to industrial Relations.

Throughout ages, our
spinners and weavers have
produced an infinite and
ever-changing  variety O
colour texture and design
Lo beguile our fancy: 3?"
the Central Board of Exciso
and Customs has had a diffi
cult task in evolving a teX-
tile tariff which can kecP
Pace with ajl the subtle
nuances of our textile pro-
ducts. T propose to im;l::
one more effort and in H ' I
] e Z1\ India Tobacco Company Limited
isation of the textile tar: '
which has been worked out
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From Gedore
to 40 marketsabroad

Handtools of
unmatched quality
and range

GEDORE are now the isrgest .
exporters of engineering goods
in North India

With an increase of Rs. 52 {akhs
in exports in1970-71, Gedore
now earns over Rs.1.80crores in
foreign exchange. And with the
addition of ten new foreign
markets, Gedore handtools now
teach 40 countries abroad,

HANDTOOLS
Unmatched in Quality,

Unmatched in Range!

GEDOAE TOOLS (INDIA) PRIVATE UIMITED
151, Golf Links, New Delhi-3
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6T-1sN-8

Selling Agents tor Northern Indis :
JHALAN! BROTHERS

P. 0. Box 540 New Dslhi.

Also at Kanpur & Jullundur Chy.

i

, International Speciticatisas .
Manstactured ta NEMA (US) Standards, i
and approved by CMRS (Dhasdad), CIE and
Fire Insurance Poof Association, the moters
are rigidly constructed with » steel shell,
Cl-covars and with the capacitor housed
inside the cover, to eliminate any possibility
of sparks causing accidental explosions.
Besides the pertect suitability of design and
guaranteed performance. that enly Kirloskar
can snsure, with their two decades of
exparience of Indian Conditions,

So what's your problem? Inflammable
gases? Combustible chemicals? Explosive
patioleam? Nothing 1o get burned up about-
if you use Kirloskar Flame Proof Motors,

the enly Single Phase Flg
menufactured in Indja. me Proof Motors

What makes ;
Kirloskar Single Phase ;
Flame Proof Motors 3

the best insurance 3
against fire?

It yours is an industry dealing
with petroleum, chemicals or
explosive gases, thete are two
ways of desling with the fire
hazards. One is to get the most
comprehensive fire insurance

to compensate you after the event.

The other is to ensure. with
Kirloskar Flame Proof Metors,
that tires naver occur.

@ Range : 0.18, 0.28, 0.33 kW continuous rated, 0.55 kW half-

hour rated.
@ Early Delivery.

0 25
/Q,""t;'l All trade enquiries to be addressed to the Hubli Unie,
uunoug \n/’/n,ncmc nlllmlgn ~
Y “A
UM » £.0.80X NO. 1, uuuu!u :Er!. 59010::."&!9«.&9' LTD"
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after a great deal of detail-
ed examination. Honour-
able Members would, 1

,Am sure, be happy to note

that the overall revenue
effect of this rationalisat-
iop, at any rate, would
be insignifieant.

Finally, I would like to
round off by a few conces-
sions in excise duties. In the
case of some items, duty-
free clearance upto a value
of Rs 50,000 is allowed sub-
Ject to the proviso that the

, total clearances fiom the

unit do not exceed Rs two
lakhs in a year. In some
other cases clearances ' upto
a vajue of Rs one lakh are
exempted. I propose now
to raise the exemption limit
in all cases where the lower
limit of Rs 50,000 is allowed
taday to Rs one lakh sub-
Ject to the upper celling re-
maining uynchanged at Rs
two lakhs. This measure
which is intended to help
the smaller units will cost
the exchequer Rs 1.40
crores in a full year.

_ Some concessions were
Introduced in the last bud-
get to encourage the use
of minor oils in the manu-
facture of soap. In view of
the urgent need to reduce

- our dependence on imports

In regard to vegetable oils
In general, I propose to
Increase the incentive by
reducing the minimum per-
centage of use of minor
oils from fiva per cent to
three per cent and by intro-
ducing a rate of rebate of
4.50 per metric tonne on
the duty leviable on soap
as long as the reduced
minimum use of minor oils
obtains. This rebate will
Increase  progressively by
.50 per tonne
for every additional per-
centage point increase in
the utilisation of these oils
A_similar concession in
relation to rice bran oil used
Inthe manufacture of soap
at the rate of Rs 1.50 per
tomne for every additional
Dercentage point of use of
Tice bran oil beyond a mini-
mum level of 15 per cent will
also be given.

To encourage the use of

SPECIAL BUDGET NUMBER

rice bran oil in the mapu-
facture of vanaspati, the
mipimum percentage use
of seven per cent which
was prescribed last year is
being reduced to one per
cent without any change
in the rate of rebate which
would remain Rs 100 per
metric tomnme on the duty
piyable on vanaspati pro-
duced from such oil. Simi-
larly, the incentive for great-
er use of cotton-seed oil
in the manufacture of vanas-
pati is also being increased
on a graded basis. The
present general concession
of Rs 100 per tonne of
vanaspati produced from
cotton-seed oil will be with-
drawn and a ‘minimum com-
pulsory usage of 10 per
cent prescribed.  Beyond
this percentage, however,
the rebate would be Rs
200 p2r metric tonne upto
20 per cent of usage, Rs
250 par metric tonne from
20 to 30 per cent of usage
and again Rs 200 per metric
tonne beyond 30 per cent
of usage. These conces-
sions on oils would cost
the exchequer about Rs
60 lakhs.

Honourable Members
would be happy to know
that I have no proposals
this year in regard to postal
and telegraph rates. Tho
Finance Bill, however pro-
vides for some changes in
the sales-tax law applicable
to Delhi to remove ceriain
lacunae which act to the
detriment of sales tax reve-
nue accruing to the Delhi
administration.

Taking all the proposals
together, the total addi-
tional revenue from excise
duties would be of the order
of Rs 145 crores in 1972-73
of which Rs 97 crores will
accrue to the centre and
roughly Rs 48 crores to
the states. In addition,
countervailing import duties
which will apply in respect
of all changés in excise
duties other than those re-
lating to iron and steel and
aluminium are expacted to
yield an additional revenue
of Rs 13.40 crores. Other
changes in customs duties
will yield, as already men-

tioned, an additional re-
venue of Rs 8.60 crores for
the centre. The additional
yield from direct taxes for
1972-73 would be Rs 14
crotes for the centre and
Rs two crores for the states.
All in all, the additional
revenue at the centre next
year will be of the order of
Rs 133 crores and for
the states Rs 50 crores.
The initial deficit of Rs 375
crores will thus stand re-
duced to Rs 242 crores
which I think is a reasonably
safe level.

Sir, in conclusion, may
I express the hope that the
budget proposals I have just
presented will be judged in
their entirety and against
the background of the fot-
midable challenge we conti-
nue to face as a nation. The
level of investment in the
economy needs to be raised
substantially at the present
juncture. This is necessary
not only in the interest of
growth, particularly indus-
trial growth, but also for
making a tangible impres-
sion on the well-being of
the most disadvantaged
sections of society. We
have also to assist Bangla-
desh in her immediate task
of restoring a measure of

605

stability and viability to the
economy. Nor can we Jet
down our guard in regard
to the security and inte-
grity of the nation. At the
same time, deficit financing
must be kept within reason-
able proportions.

Fortunately, the bulk of
the unavoidable and indeed
necessary increase in outlay
next year will be financed by
the normal growth in re-
venues. If I have not been
able to avoid additional
taxation altogether, I hope
Honourable Members would
remember that I have
not been unduly cautious
either in providing a stimu-
lus to grcwth and social
welfare by a substsatial
increase  in Plan outlay.
Some of my tax proposals
will also serve other object-
ives such as self-reliance.
Itisin this sensc that I spoke
at the outset of quickening
the mutually reiinforcing
process of growth, social
justice, self-reliance, invest-
ment and resource mobi-
lisation. I can only hope
that taken in their entirety,
the budget proposals will
take the economy one stage
forward in its march towards

_our cherished goals.
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TAIL F T AND NON-T. RE
Budget at a Glance DETAILS OF TAX AX REVENUES o
REVENUE BUDGET . Tax Revenues Non-Tax Revenues
Revenue Receipts ) (In crores of rupces)- (fin crores of rupcces)
— : 17 7273 Revenue Disbursenients : 5T 1972 197273 (In crores of rupees)
1971-72 1971-7 1972- — - [~ .
Budget Revised  Budget 1971-72 1971-72  1972.73 Budget  Revised  Budget —— -
' ' 3.608 3846 408 Budget  Revised Budget “ustoms 534.00  652.00  700.00_ 13975-72 11371-72 1972-73
Tax Revenues , , ’ T T e +)22.00 udget evised Budget
(+)183* Civil Expenditure 1,725 1,900 2,026 Jnion Excisc Dutics 2071.56 2103.04  2330.00 :
Less—States’  Share -of 890 045 1,005 Defence Expenditure 1,079 1,248 1,218 ) ' (-H)144.75*
Tax Revenues ’ (+)50* Grarts-in-aid to State & -orporation Tax 41,00 44200 (+j§(3)(5)8* Interest Receipts 661.78  671.74  686.67
. ’ . Union Territory Go- « Jon Administrative Services 10.40 12.21 12.00
(-H)133* Total Revenue Expendi- Istate Duty 7.00 8.€0 8.00 Services 40.14 51.93 51.68
Non-Tax Revenucs 1,009 1,180 1,120 ture 3,587 4,107 4,124 laxes on Wealth 30.00 30.00 43.00 Multipurpose River Sche-
Total—Centre’'s Revenues 3,727 4,081 4,343* Revenue: Surplusf(t}.—) 1140 —26 +%:lig"' Jift Tax 2.00 2.50 2.50 mes otc. 16.02 9.84 16.73
(—)133 Deficit(—) ) dther Heads 61.30 65.67 85.00 Public Works etc. 7.54 7.65 7.83
e e i : TS e e s e Comme T 4228.50 Transport and Commu-
CAPITAL BUDGET E:::S g:"i Rc:fﬂ“b‘ . 3607.86  3846.21 (i%é(%—%? nications 16.58  17.97 . 15.94
. . — 0 - i
Capital Receipts Capital Disbursements . Taxes g:; Elﬁs 890.44  945.14 ()50, 14% cmeﬁcy and Mint 124.23  126.38  145.30
Market Loans (Net) 168 294 215 Civil Expenditure 491 755 420 [ncome Tax 420.77 46221 460.11 Miscellancous _ 7.9 21317 122.92
External Aid (Other than Posts & Telegraphs 38 24 53 ()2.41* Contributions and Mis-
PL 480) 324 367 363 ga;]ways 51 } g% }gg Estate Duty 6.70 764 ;.gg cellancous Adjustments ~ 50.13  49.97  50.01
i 113 80 - Delence 37. Extraordinary Items 11.70 . )
ilc;aisg{é;:;mems 930 1,294 1( ogé %otanls ac'}d A?dlvaln)q"% 1,353 1852 1,867 Union Excise Dutics 462.97  475.29 (4)47.73 yoem 1878 AL
d ’ ’ otai—Capital Disburse- 3223 29 Total Non-Tax Re 1009. 51 :
Other Receipts 488 552 489 ments | ( 2),;?/? 2),946 2).232 Net Tax Revenue 2717.42 2901.07 (+4-133.11 x Revenues 1009.5 1179.64  1120.27
) . . Deficit on Capital Account (— (—)35%9  (— ; : .
Total—Capital Reccipts 2,023 2,587 2,095 Overall Deficit (233 (9)385 (—)375 *Effect of bu dget_proposals.

T T T T 133*
*Effect of budget proposals. -+ g

DETAILS OF DISBURSEMENTS ON REVENUE
ACCOUNT

HERE, THERE
AND
EVERYWHERE

(In crores of rupzes)

| T o712 197172 197273
. W Budget Revised  Budget
L. Civil Expenditure 1724.42  1960.10  2025.81
. . Collection of Taxes and
Power that remains unfailing Hon n
pﬁ-354 W throughout. Power that keeps Duties 50.88 52.99 27'79
the vehicle goin? all the time, Debt Services 648.39  683.69  730.0!
v very economically. Administrative Services 236.61  255.21  267.56
Social and Developmental
All v““ VE [V[“ MNI[H Services prelopme 376.40 35994 433.21
Multipurpose River
“ Schem«?s, etc. 20.43 2238  16.79
()  Public Works, ctc, 4271 41.56  40.18
Transport and Commu-

Internationally reputed for : 5.94
rolianility. Perkine: Dieo nications 22.62 24.68 239

never lets you down. Currency and Mint 28.35 27.13 22.03
Miscellaneous 277.97  407.18  405.03

Contributions and Mis-
cellancous Adjustments  13.45 16.75 16.67

&xlmordinary 1tems 6.61 8.59 10.60 o Drtument: Gz
Head Office: 2. Defence E«penditure PHOTOGRAPHIC/PAPERS
Mount Road, Madras-2 (Net) 1079.23  1248.39  1218.59 Available with our dealers~
202/203, Mount Road, - 3 Grants-in-aid to State § in cut sheets and rolis.
8ranches: . Perkins has all that you have and Union Territ o0tk on For excellent results, rely on INDU.,
Bangalore, Ootacamund, Tiruchirapalli, wanted In an engine for a Govers n ory 183.20 958.76 879 87 '
Secunderabad. transport vehicle. riments P : : ; m L WINDUSTAN PHOTO FILHS MFG. 00, LT0.

(& Govt. ol India Enterprise)
indu Nagar, Ootacamund-5

Total 3586.85 4107.25 4124.27 R Ay
$-384°A

t someranm
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Capital Receipts
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CAPITAL BUDGET : RECIEPTS AND DISBURSEMENTS
Disbursement on Capital Account

(In crores of rupees)

April 7, 1972

(In crores of ripﬁ

et et

1971-72

1971-72 1972-73 1971-72  1971-72  1972-73°
Budget Revised  Budget Budget Revised  Budget
"1. Market Loans 167.90  293.67  214.78 L. Civil Expeuditure 490.92  754.89  420.17
Social and Develop-
Gross Borrowings 500.00  626.87* 515.00 mental Services 305.97  531.61 209.26
Less Repayments 332.10 333.20  300.22 Mglti-pul pose River 781
External Aid (other chemes, etc. 58.20 58.49 70.
2 tf:nel?i 480)l ¢ 323.77 367.24 362.76 Public Works 100.46 97.04 125.39
Gross Borrowings 540.00 564.24  614.73 Transport and Com-
Less Repayments 216.23  197.00  251.97 unications 30.67 17.74 19.77
i 113.33  80.08 —1.34 Currency and Mint 9.05  8.60 20.6€
3. PL 480 Aid g 2970 11.00 Miscellaneous (—)13.43  41.41* (—)125.69
Rﬁg:; f;:ﬁlst “1; 00 12.50 . % IP;:E'? and Telegraphs lgf gg 24.15 Sg -20
. ’ ) — - Rallways . 152.17 158.
\ I;L 430 DiPO;ltSLE)N:? —13.04 —22.12 —12.34 4 Deforce 162.43 16258 189.%3
epaymtent 0 a . Loans and Advances 1552.94 1851.76  1866.7¢
and Advances 930.00 1294.00 1029.00 State and Union Terri- 51
State and Union Terri- tory Governments 966.31 1214.26 1097.
tory Governments 660.00  850.00  760.00 Government Compa- vy
Others 270.00  444.00  269.00 nies and Corporations 382.59  386.60 480 .84
4. Small Savings 180.40 210.35 230,35 Others 204.04 250.90 288.35
6. Provident Funds 88.45 94.24 99.10 -
7. Other Receipts 219.69  247.31  159.83 Total 2395.89 2945.55  2688.41
2023.54 2586.89 2094.48 | —

Total—Capital Receipts

*Excludes Rs 100 crotes of ad hoc treasury bills con-

verted into dated securities.

‘Inciudes transfer of Rs 70 crores

Fund.

to the Contingency

tlncludes transfer of Rs 70 crores from the Contingency

Fund.

WHATEVER THE
GRAINMAN MEETS THE CHALLENGE

War emergency, cyclone, famine, drought, floods—whatever the exigency, Food Corporation
of India is ready to meet the challenge.

Besides procuring millions of tonnes of a vast variety of foodgrains,
ensures gmsslvo movement, distribution and bullding up of buffer stocks.

Food Corporation not only handles foodgrains, its efforts are als
improving the level of nutrition in the average daily diet.

Through multi-directional activities it strives to ensure a s
adequate supply of good quality foodgrains to the consumer.

Food Corporation pledges to serve the nation and create confidence on the national food front.

EXIGENCIES

oy

FOOD CORPORATION OF INDIA
—for public good

Food Corporation
o directed towards

quare deal to the farmer and
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RESOURCES TRANSFERRED TO STATE AND UNION

609

1972-73 PLAN OUTLAY COMPARED TO

TERRITORY GOVERNMENTS 1971-72 OUTLAY
(In crores of rupees) (In_crores of rupees)
1971-72  1972-73
I. Central Sector 1,688 2.062
197172 1971-72  1972-73 g :
. Central Plan met from budget 1,312 1,624
Budget ~ Revised B udget From internal resources of public @
sect;xgo undertakingi in(l:lml:ling
PL assistance to Rural Elect-
. State Governments rification Corporation 233 275
Centrally sponsored schemes 143 163
Share of Taxes and Du- IL. Union Territory Plan 65 62
ties 890 945 1055 1I1. Central assistance for state
Income Tax Q1 462 462 Plan 720 720
Union Excise Duties 463 475 585 Total 2,473 2,844
Estate Duty 6 8 8 Central Sector Outlay by heads R
Non-Plan Assistance 799 1219* 846 of development:
Grants 371 544 282 A. Met from central government’s :
Loans 428 765 564 budget— _ 1455 1,787
! 1 Agriculture & allied programmes 267 278
Asggﬁz;g:;; for State Plan 70 126 720 Irrigation & flood control 5 5
" Grants 228 234 232 II)r?c;hlﬁry & minerals 42423 5‘812
Loans 492 492 488 ’é‘ransport & communrications 398 465
. ocial services 251 385
As:ls(tia'gg tfrzl;lczgt;:} Other programmes 18 21
Sore d Plr;n Scyhem os 173 178 397 B. Met from internal resources and
Grants 142 145 358 other sources 233 275
Loans 31 3 39 I}’o(;v ex; & mi ] 9278 >
ndustry & minerals 169
Less Repayment of Transeprt & communications 108
Loans and Advances ~ —655 ~ —843  —Ts8 P n —128
Net resources {rans- _@Takes into account outlay of Rs 105 crores on cer-
ferred to state govern- tain schemes since included in the central Plan.
nments 1927 2225 2260
(I. Union Territory Go- e ’ ' o
vernments ’ A/lNTERNAT]ONAL
Non-Plan Assistance 43 ;2 :2 ) RADE lS THE
Grants 39 0 ‘ BUTTER ON
Loans 4 6 2 ’
Assistance for Union : R \
Territory Plan Schemes 24 17 14 0 BEA[))
Grants 8 5 5 ra
LOans 16 12 ) 9 B ]
Grants for Central and
Centrally sponsored
Plan Schemes 2 1 2
Less Repayment of
Loans and Advances —35 —7 —2
Nfet resources T;ans; rd
erred to Union Terri- AELPTO SPREAD IT & 1= ey
tory Governments 64 53 26** Linked to a policy of ullE-suﬂiciency gg‘:;x:: Wr,apldlwagmf th
Not and ever alive to the role shipping § globe, caters 1o the ever-growings
resources trans- plzs in a country’s cconomy, "\ &nd ever-changing demands of
ferred to State and 8.C.L euists in expanding the  |the country’s international'trade
Union Territory Gov- \nation’s quantum of scaborne v} - ‘apd commerce
ernments 1991 2278 2286 ) b X *-.IAM T " ‘\

*Includes grants for relief of refugees from East Bengal,
“®*Excludes Manipur and Tripura which have become

tates,

The Shipping Cor

poration 0f India Ltd
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¥Tae TEXT of the official
memorandum explaining the
provisions of the Finance
Bill, 1972, is given below:—

-,

N W D, N N

Provisions Relating to
Oirect Taxes

» The provisions in the
Finance Bill, 1972 in the
sphere of direct taxes relate
to the following matters:-

() Prescribing the rates

* of (including surcharges) on
incomes liable to tax for
the assessment year 1972-73
the rates at which tax will
be deductable at source dur-
ing 1972-73 from interest (in-

g.ven your ) cluding interest on securi-
| ties), dividends, salaries,

bdby the g wirnipgs from lotteries
. and crossword  puzzles,
]

payments made by certain
categories of persons to
contractors and by contrac-
tors to sub-contractors, and
other categories of income
liable to such deduction
under the Income-tax Act
and the rates for comput-
ation of advance tax and
charging of income-tax
on current incomes in
certaincases for the finan-
cial year 1972-73.

FOO W (S, W W W S AR RIS

Now give | .
health, strength, happiness with

gt of

A

parag

(SPRAY-DRIED)
infant milk food

Give your baby the best start in life

with Protein and Vitamin-rich Parag

the truly - balanced and instantly
soluble infant milk food.

(ii) Amendment of the
Income-tax Act, 1961 with
a view to raising additional
revenue; widening the area
of tax incentives for sav-
ings;  plugging loopholes
in the law leading to tax

avoidance; enabling the
Prepared from fresh milk by the latest central  government to
spray-drying process and subjected to enter into treaties With
the most rigid quality control standards, foreign  countries for ex-

Parag is packed with all the nourish-
ment your baby needs for steady and
sturdy growth.

Instantly soluble, Parag ensures an
uninterrupted flow of milk from the
feeding bottle without any clogging
of nipples and thus makes feeding
. S0 easy.

Complete with proteins, fat and
carbohydrates and fortified with
vitamins and minerals, Parag also
contains the vital VITAMIN B-12
essential for the formation of red

change of information, for
Preventing  evasion  or
avoidance of taxes or re-
covery thereof and giving
offect to such provisions by
the issue of g notification;
and a few other matters.

(i) Am2ndment of the
Wealth-tax Act, 1957 with
View to widening the area
of incentives for investment;
Preventing misuse of funds
of charitable or religious

blood cells. T LK T trusts for giving benefits
Marheled by : mﬂ\“ P ;(t)c their atcxlthors, :ilel?tiwres

: s Providing relief in
:PUE,N,CE:, & CO. LTD. fespect of recognised or
anufaclured by ; . .

PRADESHIK CO - OP DAIRY FED. LTD. LUCKNOW at their INFANT MILK FOOD FACTORY, MORADABAD.
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approved funds set up ex-
clusively for the benefit of
employees; providing tax
relief to co-operative so-
cieties; and a few other
matters,

(iv) Amendment of the
Gift-tax Act, 1958 and
the Companies (Profits)
Surtax Act, 1964 so as to
bring the provisions of
these enactments in line
with the changes propo-
sed in the Income-tax Act.

(2) The Bill braadly follows
the principle (adopied since
1967) that changes in the
rates of tax as also in other
provisions of the tax laws
should ordinarily be made
operative prospectively in
relation to current incomes
and not in relation to
incomes of the past year.
The substance of the main
provisions in the Bill re-
lating to direct taxes is ex-

plained in the following
paragraphs.
INCOME-TAX

I. Rates of Income-tax in
respect of incomes liable
to tax for the assessment
year 1972-73

3. In respect of the in-
comes of all categories of
assessoas (other than com-
panies) liable to tax for the
assessment year 1972-73, the
rates of income-tax under
the Bill are the same as laid
down in Parct III of the
First Schedule to the Fin-
ance (No. 2) Act, 1971, for
purposes of computation of
advance tax, deduction of
tax at source from “Sala-
rigs”” and reticement annui-
ties payable to partners of
registered firms engaged in
specified  professions and
computation of the tax
payable in certain special
cases, during the financial
year 1971-72. The rates of
incomes-tax (including sur-
charges on income-tax) for
the assessment year 1972-73
in the case of individuals,
Hindu undivided families,

firms and other categories

of non-corporate taxpayers
have been specified in Para-

graphs A to D of Part T of
the First Schedule to the
Bill.

4. In the case of the Life,
Insurance Corporation of
India and other companies
the basic rates of income-tax
on incomes assessable for
the assassment year 1972-73
are the same as those laid
down in Part III of the
First Schedule to the Fin-
ance (No. 2) Act, 1971 for
the purpose of computation
of advance tax during the
financial year 1971-72. The
income-tax  payabl: by
these entities will, however,
be increased by a surcharge
on income-tax calculated at
the rate cf 2.5 per cent of
such  income-tax. The
provision for the levy of
surcharge on income-tax has
been made in the contoxt
of the levy of surcharge
at the rate of 2.5 per cent
of income-tax payable in
advance by all companies
during the financial year
1971-72 under the Com-
panies (Surcharge on In-
come-tax) Act, 1971 enacted
in December, 1971. These
rates have been laid down
in Paragraphs E and F of
the Part I of the First Sche-
dule to the Bill.

1I. Rates for deduction of
tax at source during the
financial year 1972-73 from

income other than “Sala-
ries” and retirement an-
nmuities.

5. The rates for deduction
of tax at source during the
financial year 1972-73 from
incomas other than “Sala-
ries” and retirement annui-
ties payable to partners of
registered firms engaged in
specified professions are set
forth in Part IT of the First
Schedule to the Bill. In
the context of the provision
being made in the lncome-
tax Act for deduction of
income-tax at source from
income by way of winnings
from lotteries and cross-
word puzzles, the Bill lays
down the rates for deduction
of income-tax not only from
interest on securities, other
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categorics of intcrest, divi-
dends and other categories
of non-salary income of
non-residents, but also for
deduction of tax from
income by way of winnings
from lotteries and cross-
word puzzles. Under an-
other amendment sought
to be made in the Income-
tax Act, income-tax will
be deductible at source from
payments made to contrac-
tors and sub-contractors in
certain cases. The rates
for deduction of tax at
source prescribed in the
Bill in respect of categories
of income which are already
liable to such deduction
differ from the rates speci-
fied in Part II of the First
Schedule to the Finance (No.
2) Act 1971 for purposes of
deduction of tax at source
from such incomo during
the flnancial year 1971-72
in certain respects. The
changes in therates are ex-
plained in the following
paragraphs.

6. Payment in respect of
lottery and crossword puz-
zle prizes to residents other
than  companies—In the
caso of income by way
of winn'ngs from [otteries
and  crossword  puzzles
payable to resident recipi-
ents other than companies
during the financial year
1972-73, tax will be deduc-
tible at the rate of 34.5
per cent made up of basic
income-tax of 30 per cent
and surcharge of 4.5 per
cent (being 15 per cent of
the income-tax). In view of
a specific provision being
made in the ncw section
194B of the Income-tax Act
proposed to be inserted in
that Act under clause 28
of the Bill, income-tax will
be deductible only where
the payment excceds Rs
1,000. It is also being pro-
vided in that section that
no deductic n will be made
from winnings from lotteries
and  crossword  puzzles
where the payment is made
before Junc 1, 1972.

7. Payments to contrac-
tors and  sub-contractors
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resident in India—VUnder
the new section 194C pro-
posed to be inserted in the
Income-tax Act under clause
28 of the Bill, income-tax
will be deductible at source
from income comprised in
payments made by the cent-
ral government or any
state  government, local
authorities, statutory cof-
porations and companies to
contractcrs engaged  for
carrying cut any work or for
suppling labour for catrying
out such work. lncome-tax
will be deductible at 2 per
cent of such payments.
Similarly, deduction will
be made from payments
made by contractors, other
than individuals or Hindu
undivided families, to sub-
contractors at the rate of
1 per cent of the payment.

No ded-ction would, how-:

ever, be required to be made
if the consideration for the
contract or the sub-contract
does not exceed Rs 5,000 ot
where the payment is made
before Juma 1, 1972. In
view of the position that
the rates for deduction of
tax at source in raspect of
payments to contractors and
sub-contractors have been
laid down in the Income-tax
Act, no specific provision in
this regard has been made
in Part I of the First Sche-
dule.

8. Payments of income 1o
domestic companies. — In
respect of interest other than
“Interest on secutities’” pay-
able to a domestic company,
the rate for deduction will
be 21 per cent, made up of
income-tax at 20 per cent
and surcharge at 1 per cent
(5 per cent of income-tax)
as against 2( per cent for-
merly. In respect of any
other income (excluding in-
terest payable on a tax-free
security), tax will be deduc-
ted at therate of 23 per cont
(made up of income-tax
at 22 per cent and surcharge
at 1 per cent) as against 22
per cont hitherto. The in-
crease in these rates is being
made in the context of the
lovy of surcharge on income-
tax in the case of companies
as explained in paragraph
12 of the Memorandum.

9. Payments of income to
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Joreign companies.—In the
case of imcome pay-
able to a foreign company,
income-tax dt ductible at
source as hitherto will be
incraased by g surcharge on
income-tax of 5 per cent.
The rates for deduction of
income-tax and surcharge
in the case of foreign com-
panies will, therefore, stand
as alongside.

Tt will be seen that the
rates for deduction of basic
income-tax in the case of
foreign companies are the
same as laid down in Part IL
of the First Schedule to the
Finance (No. 2) Act, 197].

I1I. Rates far deduction of
tax at source from ‘‘Salaries”,
computation of advanrce tax
and charging of income-tax
in special cases duriag the
financial year 1972-73.

10. ludividuals, Hindu un-
divided families and all other
non-corporate  taxpayers.—
The rates for deduction of
tax at source from ‘“Sala-
ries” in the case of indivi-
duals during the financial
year 1972-73 and also for
computation of advance tax
payable during that year in
the case of all categories of
taxpayers have been speci-
fied in Part III of the First
Schedule to the Bill. These
rates are also applicable for
deduction of tax at source
during 1972-73 from retire-
ment annuities payable to
partners of registered firms
engaged in certain profes-
sions (chartered accoun-
tants, solicitors, lawyers,
etc.) and for charging in-
come-tax during 1972-73
on current incomes in spe-
cial cases, e.g. provisional
assessment of shipping pro-
fits arising in India to non-
residents, assessment of
persons leaving India for
good during the assessment
year 1972-73, etc.

These rates are the same
as thosa specified in Part I
of the First Schedule for the
assessment of incomes liable
to tax for the assessment
year 1972-73.

11. The Table alongside
shows, at selacted levels of
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() On income by way of dividends
payable by any domestic com-

Dany
(b) On income by way of royalties

e

Income- Surcharge

tax
% %
4.5 1.225

payable by an Indian concern in

pursnance of approved agreements 50 2.5
(c) On income by way of fees pay-

able by Indian concerns for ren-

dering techumical services under

approved agreements 50 2.5
(d) On income by way of interest

payable on tax-free securities 44 2.2
(¢) On any other income 70 3.5

o

income of an individual the
incidence of tax (including
surcharge) at the rates pro-
posed in the Bill for compu-
tation of advance tax and
deduction of tax at source

" from *Salaries” during the

financial year 1972-73. As
explained in the preceding
paragraph, the tax charge-
able in the case of an indivi-
dual for the assessment yeat
1972-73 will also be the
same.

12. Life Insurance Cor-
poration of India and other

P

companies.—The basic rates
of income-tax in these cases
specified, respectively, if
Paragraphs E and F ol
Part III of the First Sche
dule to the Bill for purposes
of computation of advanct
tax payable by them during
the financial year 1972-73 art
the same as the rates of in
come-tax specified, respac
tively, in Paragraphs E an¢
F of Part 1 of the Firs
Schedule for incomes assess
able for the ass:ssment yea;
1972-73.  The income-ta:
calculated at these rate

INCIDENCE OF TAX AT SELECTED LEVELS OF
INCOME IN THE CASE OF INDIVIDUALS

Income

o

Tax (including surcharge) a

the rates in the Bill fo

computation of advance ta:

and deduction of tax at sourc

from “‘Salaries” l<!ilurjng 1972-7
s

|
|
{
I

g i

5,0

Py

'§'o
=1
=

SYE s EEEEE .y

OM‘MNN_—.

-

2288

-

| g38s5sss

Y

Nil

110

275

550
1,018
1,485
2,875
4,600
12,650
19,550
26,450
34,500
42,550
51,175
59,800
1,05,800
1,51,800
2,00,675
2,49,550
4,4505%
9,33,800
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Madras Refinery

is a ‘reagent’ in... '

THE
PROCESS
OF

PROGRESS

WADRAS REFINERIES LTD.
Madras v
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" Because what Madras Refinery produces goes into the
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working of many, many industries. Products like Naphtha,
Asphalt, Superior Kerosene, Jet Fuel, Gasolene,

ATF K 50, HSD, LDOQ ... !
These are the products that go into many products and
services on the other vital fronts: Homes, Transport,

Agriculture. .
These are the products that ‘lubricate” the wheels of |
Industries — some literally. some figuratively. )
And that's the process of progress—oil-smooth, refinedl ;
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»
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~ WE WILL ASSIST

We ate all out to help the seif-employed with
ambition and drive. You may be a Technician or an
Artisan, you can count uponour financial assistance
for starting. improving or expanding your trade ot
business. We have Loan Assistance Schemes for
others like Farmers, Transport Operetors, Smalle
Scale Industrialists, Make sure that you take advane
tage ol our various Loan Schemes and improve
your frade or profession.

Contact the nearest Branch of the Bank for details,

pril 7, 1972

iill, however, be increased
'Y a surcharge on income-
aX of 5 per cent as against
3 psr cent applicable in
espect of incomes assess-
ble for the assessment year
972-73.

Clauses 2 and 28 and the
irst Schedule)

V. Proposed amendments
0 the Income-tax Act

VMEASURES FOR RAIS-
NG ADDITIONAL RE-
VENCE

13. Taxation of casual and
on-recurring incomes—Un-
der the cxisting provisions
o the Income-tax Act, re-
*eipis which are of a casual
ind nom-recurring nature
ate oxempt from tax ex-
S9pt where the receipts cons-
ttute capital gains or arise
from a business or the exer-
1% of pr fession, vocation
OF occupaticn or are
by way of additions to the
remuneration of an om-
Playee. In view of this ex-
emption, no tax is currently
chargeable in respect of
Winnings from_ lotteries,
Crossword puzzles, races,
card games or from gamb-
ling or betting, The exemp-
tion from tax of such receipts
Is not in keeping with the
principle of taxing equally
Perscns with equal capacity
to pay, The exemption also
Provides scope .for tax eva-
Sion and conversion of
black’ money into: ‘white’
by ascribing income which
Would normally be tax-
ablo to winnings from lot-
terios, races, card games, etc.

he Bill seoks to make the
ollowing amendments to the
Ncome-tax Act with a view
{9’ Withdrawing the exemp-
on currently gvailable in
Tospect of casual and non-
Tocurring receipts:

. () The definition of “in-
som? 1s being extended te
“Baclﬁcally provide that
cnmmngs fiom lotteries,
. 0ssword puzzles, races in-
Uding horse races, card
gﬂmcs and other games of
E:Y-Sor_t or from gambling
2a ting of any form or
: ture whatsoever will be
ogarded as income for
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purposes of the Income-tax
Act.

(if) Winning from stat or
other lotteries in the case of
non-corporate taxpayers
will be taxed ona conces-
sional basis in the same
manner as long-term capi-
tal gains relating to assets
othet than lands and build-
ings. In other words, the
whole of the income by
way of lottery winmings will
be allowed as deduction in
computing the taxable in-
come where the gross
total income of the assessee
does not exceed Rs 10,000
or where winnings do not
exceed Rs 5,000. In other
cases, a deduction equal
to Rs 5,000 plus 50 per cont
of the balance will be allow-
ed in computing the taxable
income. o

(iii) Other casual and
non-recurring recoipts
which are in excess of Rs
1,000 in a year will be in-
cluded in the total income in
the case of all categories of
assessees and charged to
tax at normal rates. The
exemption of the first Rs
1,000 of income will, how-
ever, not be available in
respect of capital gains, re-
ceipts arising from business
or exercise of profession,
vocation or occupation or
receipts by way of addition
t¢ remuneration of an em-
ployee .and such ‘incomes
will continue to be charge-
able to tax on the existing
basis. '

(iv) 'Winnings from lotte-
ries, crossword puzzles,
racos, card games, other
games or from gambling
or betting will bochargeable
to tax under the head “In-
come from other sources’.
Accordingly, expenditure,
not beingin the nature of
capital expenditure incurred
wholly and exclusively for
the purposa of making or
earning such income will be
allowed .as daduction in
computing the  taxable
incoma.,

(v) Lassos from lottaries,
crossword puzzols, races,
card games, ectc. will be
allowed to bo set off only

against income from the
same source. Losses relating
to thaese sources incurred in
one year will also not be
allowed to be carried for-
yvard to be set off against
income of a subsequant
year. For this purpose, cach,
of the following soucces will
be regarded as a separate
and distinct source:—

(a) lotteries;
(b) crossword puzzlas;

(¢) races, including horse
races;

© (d) card games;

(@) other games of any
sort;

(f) betting or gambling
of any form or nature not
falling under any of the
foregoing items. :

Thus, while losses frem
bridgy may be set ¢ ff against
winnings frcm any other
card game, these will not
be set off against income
from any other source.

(vi) Income-tax will be
deductible at source from
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winnings {from lotteries and
crossword puzzles at such
ratQs as may be proscribed
in the annual Financo Act
if the payment in rcspoct’
thereof cxcceds Rs 1,00,
The present Bill seeks to
provide for the daduction
to tax at source from such
winnings at 34.5 por cent,
(incomo-tax 30 per cent plus
surcharge 4.5 par cent) in
the case of rosident non-
corpcrate taxpayess. In
the cases of non-resident
non-corporate - taxpayers,
tax will ba deductibla on the
same basis asis currently
applicable to incoma other
than interest payable on g
tax-frea sacurity, i.e., at the
rata of 34.5 par cent or the
higher  appropriate rate
applicable to lottery winn-
ings ctc. if such winnings
wers the total incoma.

(vii) Income by way of
winnings from lottarias,
crossword puzzles, races
including horse races, card
games, other games or from
gambling or betting will not
be included in the taxable

With best

MADRAS RUBBER FACTORY LTD

compliments

from

Manutacturers of

MANSFIELD TYRES
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income for purposcs of
payment of advance tax.

14. Tha above provisions
will take effect from Apuil
1, 1972, It is, however,
being sp.,mﬁ“a.\ly provided
that income by way of ca-
sual and non-recurring ra-
ceipis will continug to be
examp: from income-tax for
the assessment year 1972-73
to the same extent as hither-
to. The naw provision for
deduction of tax at source
from winnings from lotterias
and crossword puzzles will
come into force with effect
from 1st June, 1972.

(Clauses 3 (b) (ii), 4 (a), 10
to 14, 28 to 38 and {59.)

15. Income from  speci-
fied priority industries.—Un-
der the existing law, income
drrived by certain domestic
companias from spocified
priority industries is charg-
ed to tax on a concessional
basis. Ths priority indus-
tries spacified in this behalf
comprise—

(a) The business of gene-

EASTERN ECONOMIST

ration or distribution of
electricity or any other
form of power;

“(b) the business of const-
ruction, manufacture - or
production of any one or
more of the articles or things
spacifiad in the list in the
Sixth Schedule to the In
come-tax Act; and

(c) the business of any
hotel; whee such businzss
is carrjed on by an Indian
company and the hotel is,
for the time being, approv-
ed in this behalf by the
central government.

Tha concessional taxation
of profits from these in-
dustries is brought about by
allowing a deduction of an
amount equal to 5 par cent
of such profits in computing
the taxable income of the
domestic company. The Bill
saxks to discontinue this
spazial deduction allowable
in computing profits of do-
mastic companies from prio-
rity industries.

16. The withdrawalofthe

IN ALL ROOMS

SSING SALOON,
CARS & BAR

CUISINE

SINGLE A C: Rs. 45/-
INCLUDING BREAKFAST & BED TEA.

WHERE, WO, OU EST?

It is there, Es ist da, Voila—
THE PRIDE & PLEASURE OF STAY LIKE HOME,

BLUEMOON HOTEL

RAJ BHAVAN ROAD, BEGUMPET,
HYDERABAD-16 (india)

Phone : 30136 (6 Lines)

Grams : BLUMOON Telex : 015-315
Symbolises :
*COMFORT * DECOR * GRACE * ATMOSPHERE
VALUE * QUALITY and

PERSONALISED SERVICE with
HEART and HOSPITALITY
Provides :

* AIR-CONDITIONING, SEPARATE PRIVATE BATH,
HOT & COLD WATER,

4-CHANNELED MUSIC

** FLOWERSHOP, LAUNDRY SERVICE, HAIR DRE-
AUTOMATIC LIFT,

TOURIST

*++ CONTINENTAL & INDIAN VEG, AND NON-VEG.

DOUBLE A C: Rs. 80/-

concession in rospect of
priority industries will take
effect from April 1, 1973 and,
accordingly, the deduction
will not be available for the
assessment year 1973-74 in
relation to curffent incomes
of the financial year 1972-73
or any oths accounting
year coriasponding to it.

(Clauses 15, 18,19 & 43)

L7, Deduction in respect
of dividends from co-opera-
rative sacieties.— Under the
existing Dprovisions of the
Income-tax Act, dividends
received by an assessaz from
4 co-operative society are
completacly exempt from in-
coma-tax without any cail-
ing limit. This exemp:ion
facilitates tax avoidance by
persons who would other-
wise earn taxable income by
arranging to carry on their
activities through the me-
dium of one or more co-
operative societies. It is
propased to withdraw the
spscial concession in res-
pect of dividends from co-
operative societies. Such
dividends will, however, be
included in the categories
of financial assats income
wherefrom qualifies for  de-
duction up to Rs 3,000 in
the aggragate in the hands
of an individual or & Hindu
undivided family.

18. The changas sot fcnth
in the praceding paragraph
will take effect fiom
Ap:it 1, 1973 and will, ac-
ccedingly, apply tc the as-
sessment yeat 1973-74 i.e.
in relation to current in-
comes of the financial year
1972-73 or any other ac-
counting yaat corraspondmg
to it.

(Clauses 20 and 21)

INCENTIVES FOR SAV-
INGS

19. Deduction in respect
of long~term savings in speci-
Jied media.—Under the exi-
sting provisions of the ln-
come-tax Act, tax relief is
allowed in respect ¢ f long-
term savings effectad by
certain categories of tax-
payers out of their income.
In the case of an individual,
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long-term savings through
life insutance or deferred
annuity policies on the life
of the individual, his spousé,
or child, certain prowdenb
and superannuatlon funds
and 10-year and I5-year
Cumulative Time Deposit
Accounts qualify for tax
relief. In the case ¢f Hindv-
undivided families, long-
term savings effected throu-
gh insurance policies on
the life of any member of
the family qualify for tax
relief. In the case of aft
assessee being an associa“
tion of persons or body of
individuals consisting only
of husband and wife govern-
ed by the system of commu-
nity of property in force in
the umion territories of
Dadra and Nagar Haveli
and Goa, Daman and Diu,
long-term savings through
policies of insurance or for
deferred annuities on the
life of any member of such
association or body or on
the life of any child of either
member as also through the
Public Provident Fund and
10-year and 15-year Cu-
mulanvc Time Deposit Ac-
counts qualify for tax re-
lief. The tax relief, s
all cases, is allowed by dg-
ducting 100 per cent of the
first Rs 1,000 pius 50 per
cent of the next Rs 4,
plus 40 psr cent of the ba-
lance of qualifying savings
in computing the taxabie in-
come afthe assessee.

20. With a view to widen-
ing the area of tax incentives
for savings, it is being pro-
vided that contributions
made by an individual out
of his income chargzable. to
tax for participation in the
Unit-linked Insurgznce Plan
of the Unit Tiust of India
will qualify for the special”
deduction currently available
in respect of life insurance
premia, contributions to re-
cognised provident funds,
etc. The deduction will be
available only in relation to

the contributions made by*

the assessee himself as &
member of the plan and not
by his spouse or childran.
This is because under the
scheme of the plan, minors
are not allowed to partici-
pate in the plan, and a wo*
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Gopal works .
for Century Rayon
8 hours a day

§Century Rayon ¢

Gopal is one among 7000 workers at
Century Rayon. He works an 8-hour shift. When
he’s off duty, Century Rayon strives to keep him off
the everyday worries.

Like lunch-break, for example. He doesn’t have to

‘worry if hisfood has notarrived fromhome. He gets

nis, at the subsidised canteen. A wholesome mea
at a fraction of its cost.

After work hours, Gopal returns home -a subsidised
house in the Century Rayon Colony, to have his
family under a rocf. The next-to- tactory colony also
saves him the bother of transportation

Medical help is within a callmg distance. Leisure
finds Gopal & his family p!aymg indoor of outdoor
games. Or, watching a movie with the tamily, once
a week. Courtesy: hiswelfare ciub, So the next day,
Gopal returns to work a happy man.

It takes a lot more to keep Gopal and his 6998

colleggues happy. During the 16 hours they aren’
working. -

Balief of Century. ’
a happy worker is a happy company

industry House, 159, Churchgate Reclamation, Bombay-:zo.
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good product
is a long line

of people

A product isn't just the sum of its ingredients. it has to be
packaged—attractively and efficiently. It has to be transported
across many miles and brought to your dealer’s shelf

in the best condition. And all along. checked to give you

the quality you expect...and deserve.

A product passes through the hands of a small battalion

of people before you buy it.

People make our products what they are: trusted, and.

therefore special,

)

-

WARNER-HINDUSTAN LIMITED

makeys of pharmaceuticals,
chemicals and consumer products ’
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man would be eligible for
participation only if she has
a regular income of her own.

The deduction will also
be available in respect of
contributions made by any
one member ¢ f an assccia-
tion of persons or body of
individuals consisting only
of husband and wife govern-
ed by the system of commu-

" nity of property in force in

the union territories of Da-
dra and Nagar Haveli and
Goa, Daman and Diu.

21. In order to prevent
misuse of the concession,
it is being provided that
where a member participat-
ing in the Unit-linked
Insurance plan withdraws
from the plan before paying
contributions for a ptriod
of.five years, no deduction
will be allowed in respect
of the contributions made
in the year of withdrawal.
Further, an amount equal to
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the aggregate of the deduc-
tions allowed in respect of
contributions to the plan in
the past years will be inclu-
ded in his total income
of the previous year in which
he withdraws from the plan.
For this purpose, the deduc-
tion allowed in respact of
contributions made in any
previous year will be the
difference between  the
amount by which the total
deduction actually allowed
in that year exceeds the de-
duction which would have
been allowed if no such
contributions had been
made inthat year. In other
words, the contributions
will be related to the top
slab of the qualifying
amount of savings in the
rt levant year.

22. The tax comncession in
relation to contributionsto
the Unit Insurance Plan will
become effective from April
1st, 1973 and will accord-

ingly apply in relation to the
assessment year 1973-74and
subsequent years.

(Clause 16)

MEASURES FOR PLUGG-

ING LOOPHOZES IN THE

LAW LEADING TO TAX
AVOIDANCE

23. Changes in the provi-
sions relating to exemption
from tax of income of chari-
table and religious trusts.—
The Finance Act, 1970 made
certain important changes
in the scheme of taxation
of the income of chari-
tableor  religions trusts
and institutions with effect
from April 1, 1971. Un-
der the provisions of the
Income-tax Act, as amended
by the Finance Act, 1970, in-
come from property held un-
der trust wholly for charit-
able or religious purposes is
exempted from income-tax
to the extent such income is
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applied to the purposes of
the trust in India in the
same year or within a period
of 3 months immediately
following. A similar exemp-
tion is available also in
cases where property is held
under trust in part only for
charitable or religious pur-
poses, provided that the tru-
st was created before April
1. 1962. In boththese types
of trusts, any income which
is not so applied is allowed
to be accumulated or set
apart for future application
to charitable or religious
purposes without attracting
tax liability, if the trust com-
plies with certain procedural
requirements laid down in
this behalf. These require-
ments, are that (a) the trust
or institution should give
notice to the Income-tax
officer specifying the purpose
for which the income is
tobe accumulated and the
period for  which the
accumulation is proposed to

J K. orcaNisATION

Synthests of National Talent and Eitrepreneurship  ~ -~ -

Rl

~

Meeting the Challenge of'
Daveloping Saciety by -
Undzunted Entroprencurship
(Reared to Generation of
National Wealth ana
Development of National
Talont and Employment
Opportunities.
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be made and (b) the income
so accumulated should be
invested in government or
other approved securities
or deposited in Post Office
Savings Bank, scheduled
banks, co-operative banks
or approved financial cor-
porations. The maximum
period of such accumula-
tion is 10 years and if
the accumulated income is
notapplied to the purposes
for which it was accumulated
within one year of the expiry
of the 10-year period, the
exemption is lost and tax is
chargeable on the accumu-
lated income.

The exemption from tax is
also forfeited, in the case of
a trust or institution crea-
ted or established after
March 31,1962, if underthe
terms of thetrust or the rules
governing the institution,
any part of the trust income
ensures for the direct or
indirect benefit of specified
persons, such as, the
founder of the trust, subs-
tantial contributor to the
trust or any relative of
such founder or contribu-
tor. Inthe case of a trust or
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institution, whenever crea-
ted or established, the
exemption is forfeited also
if its income or property is
used or applied during the
relevant year for the direct
or indirect benefit of such
persons. An exception is,
however, made in the case
of frusts o1 institutions crea-
ted or established before Ap-
ril 1. 1962, if the use of the
income or property for the
benefit of the specified per-
sons is in compliance with
any mandatory provision in
the terms of the trust or the
rules governing the institu-
tion. Under specific provi-
sions made in the Act,
the trust income or property
is regarded as having been
used or applied for the bene-
fit of such persons if the
trust or institution engages
in any of the following
transactions:

(a) Lending of the income
or property of the trust or

institution to any one of

the specified persons with-
out either adequatc security
or adequate interest or both;

(b) making available land,

FREE LIFE

INSURANCE

JOIN

‘RAJBANK’ DEPOSIT LINKED LIFE
INSURANCE SCHEME
and
AVAIL TRIPLE BENEFIT—- ‘SAVINGS’

‘INTEREST’, &
‘LIFE INSURANCE’

RAJBANK OFFERS

FREE LIFE INSURANCE PROTECTION ON
YOUR OPENING A SAVINGS BANK
ACCOUNT WITH THE BANK

For fuller details,
Please contact our nearest branch.

S. D. MEHRA
Chairman

THE BANK OF RAJASTHAN LIMITED

Regd. Office :
C. T. UDAIPUR

Central Office :
J. B. JAIPUR-3.

building or other property
of the trust or institution,
for the use of any of the
specified persons without
charging adequate remt or
other compensation ;

(c) payment of excessive
remuneration to any of the
specified persons for services
rendered by him to the trust
or institution;

(d) making the services
of the trust or institution
available to any of the speci-
fied persons without ade-
quate remuneration or other
compensation;

(e) purchasc of shares,
securities or other proper-
ties for the trust or intitu-
tion from any of the speci-
fied persons for more than
adequate consideration;

(f) sale of shares, securi-
ties or other property of
the trust or institution to any
of the specified persons for
less than adequate conside-
ration;

(®) diversion of a substan-
tial portion of the income or
property of the trust or insti-
tution in favour of any of
the specified persons;

(h) investment of the trust
funds in any concern in
which any of the specified
persons has a substantial
interest.

If the quantum of invest-
ment referred toin (h) above
does not exceed 3§ per cent
of the capital of the con-
cern, the trust or institution
forfeits exemption from tax
only in respect of the ir.come
arising from such invest-
ment.

24. Voluntary contribu-
tions received by charitable
or religious trusts and insti-
tutions and applicable solely
to religious or charitable
purposes are also exempt
from tax. Various condi-
tions laid down in section 11,
such as, application of in-
come to charitable ot re-
ligious purposes within the
specified period, accumula-
tion of the unspent income
in the specified manner, and
the provisions relating to
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the forfeiture of tax exemp-
tion in certain circumstances,
mentioned above, however,
do not apply to income by
way of voluntary contribu-
tions except where such
contributions are receivep
from a charitable or reli-
gious trust or institution
which itself claims exemp-
tion from tax.

25. In order to ensur®

‘that the tax exempt funds

of charitable and religious
trusts or institutions are app-
lied to the purposes of such
trusts and intitutions and are
not diverted for the benefit
ofthe author of the trust,
founder of the institution,
persons who have made
substantial contributions of,
who manage the affairs of
the trust or institution, the
Bill seeks to make the fol-
lowing amendments in the,
scheme of tax exemption of
such trusts and institutions:

(i) The definition of *“in-
come”’ is being extended ta
specifically provide  that
voluntary contributions re-
ceived by a charitable or reli‘y
gious trust or institution, re”
gardless of whether such
trust or institution has bee
created or established who
or partly for charitable
religious purposes, will
regarded as incume for pus®
poses of the Income-ta¥
Act. Contributions receivod
with a specific direction th#t
they will foom part of th¢
corpus of the trust or instF
tution will, however, no
be treated as income.
this purpose, the ter™
“trust” will include &an}
other legal obligation.

(ii) Where such voluntar)
contributions are received b}
a trust created wholly fo!
charitable or religious pur
poses or by an institutior
established wholly for s.uclv
purposes, these contriby,
tions will, for purposes O
Sections 11 and 13, be r¢
garded as income denvetf
from property held undel
trust wholiy for charitablt
or 1cligous purposes.

The effect of the modifi’
cations at (i) and (ii) abow
would be as follows:

(a) Income by way o
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AEAVY ELECTRICALS
(INDIA) LTD.

BHOPAL
(A Government of India Undertaking)

From modest beginnings, HE has grown
into a huge, dynamic and vigorous
organisation. Today, HE is a name to be
reckoned with in the field of Heavy Electrical
equipment for generating, transmitting

and utilizing power,

At HE.teams of skili.d engineers and
technicians operate through specialised
self-contained research and production units.
These units are geared to meet specific
demands for all types and sizes of heavy
electrical equipment required in any part
of the world.

He.¢’s our range:

® Water Turbines and matching generators upto 200 MW,

o Steam Turbines, Turbo-Generators and Condensers;

o Transformers of unit ratings upto 400 MVA and for voltage
upto 400 kV;

e High Voltage switchgear upto 245 kV;

® AC and DC Motors upto largest sizes envisaged:

e Controlgear and Control panels;

® Electric and Diesel Electric Traction Equipment:

@ Rectifiers and Capacitors;

e Voltage Transformers (Electro Magnetic and Capacitor types)
and Current Transformers for voltages upto 400 kV. . -
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ATTENTION!
You are buying ‘Terene’/ cotton
for all these advantages—

extra durability |
excellent crease-recoverability
and greater smartness. ‘

Remember:

You don’t get these advantages -
with inferior blends.

Insist on fabrics with

a minimum of 67% ‘Terene’. .

With wool, the minimum recommended blend is 55% ‘Terene’

Issued in the consumers’ interest by Chemicals and Fibres of India Limited
®'Terene' is a Registered Trademark of CAFi — manutacturers of fibre-
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voluntary contributions re-
ceived by private religious
trusts will no longer be
,exempt from income-tax.

(b) Income by way of vo-
luntary contributions re-
ceived by a trust for chari-
table purposes or a chari-
table institution created or
established after March 31,
1962 (i.e. after the com-
mencement of the Income-
tax Act, 1961) will not qua-
lify for exemption from tax
if the trust or institution 1s
created or established for
the benefit of any particular
religious community or
caste.

(¢) Income by way of
voluntary contributions re-
ceived by a trust created
partly for charitable or reli-
gidus purposes or by any
Institution established partly
for such purposes will no

* longer be exempt from in-
come-tax.

(d) Where the voluntary
contributions are received
by a trust created whplly
for charitable or religious
purposes or by an institu-
tion established wholly for
such purposes, such con-
tributions will qualify for
exemption from income-tax
only if the conditions speci-
fied in Section 11 regarding
application of income or
accumulation thereof are
satisfied and no part of the
income enures and no part
of the income or property
of the trust or institution
is applied for the benefit
of persons specified _in
Section 13 (3) of the In-
come-tax Act, e.g. author
of the trust, founder of the
institution, a person who has
made substantial contribu-
tion to the trust or institu-
tion, the relatives of such
author, founder, person,
etc. In other words, In-
come by way of voluntary
contributions will ordinarily
qualify for exemption from
income-tax only to the ex-
tent it is applied to the pur-
poses of the trust during
the relevant account year
or within three months next
following. Such charitable
or religious trusts will how-
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ever, be able to accumulate
income from voluntry cont-
ributions for future applica-
tion to charitable or religi-
ous purposes for a maximum
ariod upto 10  years,
without forfeitir g exemption
from tax, if they comply
with certain procedural re-
quirements laid down in
Sectiosn 11 in this behalf.
These requirements are that
(1) the trust or institution
should give notice to the
Income-tax Officer, spacify-
ing the purpose for which
the income is to be accumu-
lated and the period for
which the accumulation is
proposed to be made, and
(2) the income so accumu-
lated should be invested in
government or other app-
roved securities or deposited
in post office savings bank,
scheduled banks, co-opera-
tive banks or approved
financial institutions.

(iii) The list of persons
referred to in Sub-section
(3) of Sectioa 13 of the In-
come-tax Act is being en-
larged by including therein
trustaes of trusts, managers
of institutions, their rela-
tives and concerns in which
such trustees, managers and
relatives have & substantial
interest. The effect of this
amendment will be that
where any income of the
trust or institution created

*or established after March

31, 1962 (ie. after the
coming imto force of
the Income-tax Act, 1961)
enures for the  benefit
of trustees, managers, etc.,
the trust or institution will
forfeit exemption from tax.
Likewise, where any income
or property of the trust or
institution is used or applied
during the relevant account
year for the direct or indirect
benefit of trustees, mana-
gers, etc, exemption from
income-tax will be forfeited
irrespactive of whether the
trust or institution was crea-
ted or established before or
after the commencement of
the Income-tax Act.

(iv) The scopc of the ex-
pression “relative for pur-
poses of Section 13 is also
being enlarged so as to in-

clude relatives through mar-
riage. ‘“Relative” will now
mean (1) spouse of the
individual, (2) brother or
sister of the individual, (3)
brother or sister of the
spouse of the individual, (4)
any lineal ascendant or des-
cendant of the individual,
(5) any lineal ascendant or
descendant of the spouse of
the individual, (6) spouse
of a parson referred to in
2), (3, (49 and (5) above
and (7) any lineal descen-
dant of a brother or sister
of either the individual or
of the spouse of the indivi-
dual.

Tha effect of this provision
will be that relatives through
marriage of the author,
founder, substantial contri-
bl}tor, trustee or manager
will be included in the list of
persons specified in Section

13(3) of the Income-tax Act.

(v) Under an existing
provision a charitable or
religious trust or institution
forfeits exemption from tax if
a “substantial portion” of
the income or property of
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the trust or institution is
diverted during the rele-
vant account year in favour
of any parson referred to in
Section 13(3). This provision
1s being modified to provide
that exemption from income-
tax under this provision will
be lost if the aggregate of the
mcome or property, divert-
ed in favour of any such per-
son, during the relevant
account year, exceeds Rs
1,€00.

(vi) Exemption from in-
come-tax in respect of in-
come derived from property
held under trust or by away
of voluntary contiibutions by
charitable or religious trusts
or institutions will be avail-
able only if the following
conditions are fulfilled:

(1) The parson in receipt
of the income makes an
application for registration
of the trust or the institution
to the Commissioner of
Income-tax  before July
1, 1973 or before the ex-
piry of a period of one year
from the date of creation of
the trust or establishment of

“You can never have achievements unless you have
challenges and hard work. In India we don’t want soft
and easy life. We want to have challenges so that we
can prove that we can overcome and we shall overcome”

—Smt. Indira Gandhi

We in this pioneer shipyard are striving our best to
live upto the challenges that face us as shipbuilders
and shiprzpairers. The inauguration in November, 1971
of our “Hindustan Drydock”, which is equipped with
all kinds of Modern repair faciliti:s with a docking
capacity for ships upto 70,000 DWT, is a shining
exampls of our constant endeavours to achieve self-
sufficiency and s:lf-relianc: in this life line of the nation.

HINDUSTAN SHIPYARD LIMITED
(A Govt. of India Undertaking)
Gandhigram, Visakhapatnam-5.

Andhra Pradesh.
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the institution, whichever
is later. (The Commissioner
of Income-tax is, however,
being empowered to admit,
in his discretion, belated ap-
plications for registration in
deserving cases.)

(2) Where the total in-
come of the trust or insitu-
tion (without giving effect
to the provisions of Sec-
tions 11 and 12) exceeds Rs.
25,000 in any previous year,
the accounts of the trust or
institution for that year have
been audited by a chartered
accountant or any other ac-
countant entitled to be ap-
pointed as an auditor of
companies.

(vii) Ttis being specifically
provided that in determining
whether any part of the in-
come or property of the
trust or institution has been
used for the benefit of any
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specified person during any
period before August 2I,
1972, the amendments now
proposed to be made in sec-
tion 13 will be ignored.

26. Under an existing
provision in the Income-tax
Act, every person in receipt
of income derived from pro-
perty held under trust or
other legal obligation wholly
for charitable or religious
purposes, or in part only
for such purposes, is re-
quired to furuish voluntarily
the return of income if the
total income in respect of
which he is assessable as a
representative assessee, with-
out giving effect to the pro-
visions of section 11 relating
to application of income,
exceeds  the maximum
amount not liable to income-
tax. This provision is being
amended so as to provide
that the return of income

will have to be filed even in
cases where the income
including voluntary  contri-
butions received by the trust
or institution exceeds such
limit.

27. The modifications set
forth in the preceding two
paragraphs will take effect
from April 1, 1973 and
will accordingly apply in re-
lation to the assessment year
1973-74 and  subsequent
years.

(The Wealth-tax Act is
also being amended to pro-
vide that in a case where any
part of the corpus or in-
come of a charitable or reli-
gious trust is used for the
benefit of the author of the
trust, a substantial contri-
butor to the trust and other
specified persons, the trust
will be liable to pay wealth-
tax on its net wealth at a
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flat rate of 1.5 per cent. of
the appropriate rate applica”
ble to such net wealth,
whichever is higher. This
provision has been explain-!
ed separately in paragraph$
50-51 of this Memoran”
dum.)

(Clauses 3(b)(i), 5,6, 7 and
26(c).

28. Donations to charit-
able trusts or institutions—
Under an existing provision
int the Income-tax Act, dona-
tions to charitable or religi®
ous institutions qualify fof
a tax concession, subject t@
certain conditions. One ©
these conditions is that
where the institution or fund
derives any income, such in-
come should not be liable fotj
inclusion in its total incomey]
under the provisions of Sec”
tion 11 or Section 12. Thé

tax concession is, howevel
— ]
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not denied merely on either
or both of the following
grounds :

(i) That, subsequent to
the donation, any part of the
income or fund has become
chargeable to tax due to
non-compliance with any
of the provisions of Section
11 relating to application or
accumulation of income in
the specified manner.

(i) That the exemption
under Section 11 is denied to
the institution or fund in
relation to any income aris-
ing to it from any invest-
ment made in a concern in
which the persons specified
in Section 13(3) of the In-
come-tax Act have a subs-
tantial interest, where the
investment in such a concern
dpes not exceed § per cent
of the capital of the concern.

29. - Inview of the position
that under the Bill, income
by way of voluntary contri-
butions received by a chari-
table or religious trust will
also be subject to the same
requirements as are current-
ly ‘applicable in respect of
the income derived from
property held under trust,
consequential changes are
proposed to be made in the
provision relating to the tax
concession in respect of
donations to such trusts.
The exemption In respect
of the donation will not be
denied also in a case where
the trust or institution for-
feits exemption on account
of non-compliance with the
requirements of application
or accumulation of volun-
tary contributions in the
specified manner where the
default takes place after the
donation is made. Similarly,
the tax concession will not
be denied merely because the
trust or institution forfeits
exemption in respect of its
income by way of voluntary
contributions on the ground
that the funds of the trust
or institution have been in-
vested in a prohibited con-
cern provided, however, the
Investment in such concern
does not exceed 5 per cent
of its capital.

30. The modiﬁcatiqns in
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the preceding paragraph will
take effect from April 1st
1973 and will accordingly,
apply in relation to assess-
ments for the assess-
ment year 1973-74 and subs-
sequent years.

(Clause I7)

PROVISIONS FOR ENAB-
LING THE CENTRAL

GOVERNMENT TO EN-.

TER INTO TAX TREATIES
WITH FOREIGN COUN-
TRIES FOR EXCHANGE
OF INFORMATICN FOR
PREVENTING EVASION
OR AVOIDANCE OF
TAXES AND RECOVERY
THEREOF

31. Under an exising pro-
vision in the Income-tax
Act, the central govern-
ment is empowered to en-
ter into an agreement with
the government of any
foreign country. for the avoi-
dance of double taxation of
income and to make provi-
sions for implementing the
agreement by the issue of a
notification in the Qfficial
Gazette. Some of the tax-
payers having transactions
with outside countries re-
sort to dubious methods for
evading their liability under
the tax laws. Tax evasion
is thus closely linked with
transactions involving over-
invoicing and under-invoic-
ing in import and export
business, operations through
secret foreign bank accounts
and smuggling of valuable
articles into and out of
India. Cases of taxpayers
who thwart the attempts of
the tax administration to
collect tax dues by vither
retaining their assets abroad
ot transferring them secretly
outside India are also not un-
known. With a view to ena-
bling the tax administration
to tackle the problem of tax
evasion having international
ramifications, the Bill seeks
to amend the provision re-
lating to tax treaties in order
to provide for the following
mattets:

(i) The central govern-
ment will be empowered to
enter into agreements with
foreign countries not only

for purposes of avoid-
ance of double taxation of
income but also for enabling
the tax authorities to ex-
change information for the
prevention of evasion or
avoidance of taxes on in-
come or for investigation of
cases involving tax evasion
or avoidance or for recovery
of taxes in foreign countries
on a reciprocal basis.

_ (i) A consequential change
15 also being made in the
Provisions of the Income-
tax Act relating to recovery
of arrears of taxes. Where
the tax treaty provides for
the recovery of taxes due to
the government of one
treaty country in the other
and the government of the
foreign country or any
authority specified in this be-
half in the tax treaty sends
to the Central Board of
Direct Taxes a certificate
for the country of any tax
due in the foreign country,
the Board will be empowered
to send the certificate to
the Tax Recovery Officer
within whose jurisdiction
the property of the defaulter
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is situated and thereupon
the Tax Recovery Officer
will proceed to recover the
dues in the manner specified
in the Income-tax Aci. Like-
wise, if a taxpayer in India
has property in the foreign
country, the Income-tax
Officer will be able to send
a certificate to the Board
certifying the amount of
arrears duc from the taxpay-
er and thereupon the Board
will take action for the re-
covery of the dues in the
foreign.country in accord-
ance with the terms of the
tax treaty.

_ 32. The above modifica-
tions will come into force
with effect from April 1,
1972. ¢

[The Companies (Profits)
Sur-tax Act, Wealth-tax Act
and Gift-tax Act also
contain  similat provisions
enabling the central govern-
ment to enter into agree-
ments with foreign countries
for the avoidance of double
taxation with respect to tax-
es levied under these Acts.
The coriesponding provi-

NMDC’s ROLE IN
INDIA’s ECONOMY

of the country.

of India.

quality iron ore.

IN THE TWELVE YEARS
OF IT8 EXISTENCE
AS A
PUBLIC UNDERTAXKING
NMDC

has played a vital role in the industrial development
NMDC is bringing the benefits of employment, educa-

tion and higher standards of living to the millions of
backward p:ople living in the most inaccessible regions

NMDC has earned for the country foreign exchange
worth over Rs. 111 crores through exports of high

In addition, NMDC has produced nearly 60,000 carats
of diamonds from its two diamond mines and has sold
diamonds w9rth Rs. 180 lakhs to the gem industry.

National Mineral Development

Corporation Limited
(A Govt. of India Undertaking)
Mohan Singh Place, Irwin Road, -

NEW DELHI-1
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sions in these Acts are also
being brought in line with
the provisions of the
Income-tax Act, as pro-
posed to be amended under

the Bill.]
(Clauses 23, 39, 48, 49,
33, 54 & 57).

OTHER AMENDMENTS
TO THE ;NCOIVIE-TAX
CT

33. Tax treatment of gra-
tuities.—Under an exist-
ing provision in the Income-
tax Act, death-cum-retire-
ment gratuity reccived under
the revised pznsion rules of
the central government or
under any similar scheme a
a state government, a local
authority or a statutory cor-
poration is completely exem-
ted from tax. Similarly, re-
tiring gratuity received under
the new pension code appli-
cable to members of the
Defence Services also quali-
fies for tax exemption with-
out any ceiling limit. In the
case of any other gratuity,
the exemption is available
to the extent such gratuity

EASTERN ECONOMIST

does not exceed one-half
month’s salary for each year
of completed service, cal-
culated on the basis of the
average salary for the three
vears immediately preceding
the year in which the gra-
tuity is paid, or fifteen

- months’ salary so calculated

or Rs 24.000, whichever is
the least. Ccliing limits in
regard to the death-cum-
retirement gratuity received
by civilian government scr-
vants and retiring gratuity
received by members of the
Defence Services have been
prescribed in the law because
such gratuitics are subject to
ceiling limits under the rele-
vant rules which are simi-
lar to those specifically
laid down in the Act. No
ceiling limits have also been
laid down in respect of the
exempt amount of gratuities
received by cmployees of
statutory corporations as the
schemes under which these
gratuities are paid are broad-
ly on the lines of the gra-
tuities payable to govern-
ment servants. On national-
isation, banks and other

MALCO

MALCO MEANS MORE ALUMINIUM

THE MADRAS ALUMINIUM CO. LTD., Coimba-
tore operate an integrated Aluminium Plant at Mettur
Dam with the technical and financial collaboration of
Messrs. Montecatini - Edison, Italy.

MALCO are one of the primary Aluminium producers
in the country and are at prescnt manufacturing Ingots,
Slabs, Wire Bars, Alloys and Properzi Redraw Rods.

MALCO have now embarked on an ambitious expan-
sion programme to raise their annual output to 25,000
tonnes eventually.  Facilities are being created to
produce rolled products and extrusions, too.

AAA THE MADRAS ALUMINIUM
GCOMPANY LIMITED

Regd. Office : “JAYALAKSHMI”
Race Course, Coimbatore-18.

FDSMACTY

undertakings have come
within the category of statu-
tory corporations. The
gratuity schemes of some
of these banks and under-
takings do not have any mo-
netary ceiling in respect of
gratuities payable thereunder
or the moncztary ceiling is
substantially higher. This,
therefore, creates an invi-
dious distinction between
the employees of such sta-
tutory corporations and
those in the private sector.
Further, whereas in the case
of government servants,
gtatuities are paid only on
rctirement or death, per-
sons in private employment
may receive gratuities from
time to time even while they
continue in service. The pro-
sent wording of the relevant
provision is wide enough to
confer exemption in respect
of gratuties which are paid
otherwise than onretirement
or death. With a view to re-
moving these anomalies in
the tax treatment of gratui-
ties reccived by different
categories of employees, the
following modifications are
proposed to be made in the
relevant provision of the
Income-tax Act :

() Bxemption from in-
come-tax in respact of gra-
tuities received by employees
of statutory corporations
and employezs in the pri-
vate sector will be available
only if such gratuities are
received on retirement, in-
capacitation or death of the
employee or ont termination
of his employment.

(ii) The exempt amount
of geatuities in the case of
employees of statutory cor-
porations and those in the
private sector will be sub-
ject to a ceiling limit of one-
half month’s salary for each
year of completed service,
calculated on the basis of the
average salary for the three
years immediately preceding
the year in which the gra-
tuity is paid, or fifteen
months’ salary so calculated
ot Rs 24,000, whichever
is the least.

34. This change will take
effect from 1st Apiil, 1973

Apiil 7, 1972

and will accordingly apply!
in relation to the assessment.
year 1973-74 and subsc-j

quent years. :
[Clause 4(h)],

35. Exemption from ing
come-tax of income of ap°
proved gratuity funds—Une
der an existing provision
in the Income-tax Act, 1°
come of provident funds t0
which the Provident Funds
Act, 1925 applies, recognis
ed provident funds and ap-
proved superannuation

funds, is completely exempt
from income-tax. Such-

exemption is, however, not
available in respect of the
income of approved gratuity
funds. The approved gra-
tuity funds are subject to ré-
gulation under the Income-
tax Rules and the pattern
of investment made by such
funds is also prescribed:
under these rules, With &
view to encouraging the
formation of approved
gratuity funds and thus
safeguarding the interest ©
employees in general, it IS
proposed to amend the rele-
vant provision in the In-
come-tax Act to provide fof
exemption of the income

approved gratuity funds
from tax. :

36. This change will take
effect from April 1, 197
and accordingly willapply 18
relation to the assessment
year 1973-74 and subse
quent years.

d [Clauses 4(c) &42)]

37. Curtailment of time
allowed for filing returns .
income and modification of
the provisions relating 1
charging of interest for 4¢
lay in furnishing such returns:
—Under an existing prov¥’
sion in the Income-tax Acts
every psrson having a tax-
able income from sources
other than business (r pre”
fession is required to fur
nish vc luntarily the retw®
f his income before Junt
30, of the relevant asses¥
ment year. Inthecase of 88
assessee deriving income
from business or profession
the return is required 1©
be furnished before th®
expiry ofsix months from

April 7, 1972 SPECIAL BUDGET NUMBER

They saved
the ancient
banyan tree
and now their
darmg knows
no bounds .

‘Let it stand,’ someone said of the =,
banyan tree as the site was being cleared for the -
Hindustan Lever Research Centre, at Andheri.

So the tree still stands—and it stands for quite a lot.

For one thing, the tree signifies that we can’t easily get away
from what is home-grown, Appropriately, therefore, the
Centre will tackle problems rooted in India—the kind that can
only be solved here: :

Can we discover and exploit hitherto unused local sources
of oil, thus cutting imports and saving foreign exchange? Can.
we develop milk foods that are ideally suited to Indian needs?
How can we improve the nutritive value of protein-poor foods?
Can we develop processes for the preservation of Iridian
type food dishes? " '

Research on all this can only begin at home. It has, at the
Hindustan Lever Research Centre in Andheri. The sweep and
thrust of the studies are daring. The scientists are producing .
new devices for old, making traditional things happen in new ways,

They have, of course, left the banyan tree alone
to grow by itself.

»

Hindustan Lever

Uatas-HUPR, 9A.205
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Kesophane

wraps your product in..
keeps your troubles out |

)

A

.

- ~
Manufactured by -
KESORAM RAYON

Calcutta
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Everyone knows that 10 sell garments, textiles, furnishing fabrics ot.c.
they must be displayed well. i

Which means they must be where everyone can see them. Unfore
tunately, what also happens is that they attract the attention of dirt,

And that's the end of both display and what's displayed.
Help is here :

Plain transpaient Kesophane, the wonder wrapping material protects
while it displays.

It is absolutely transparent (in any colour) to show what it wrape
with sparkling clarity. oo

Equally important, it keeps dirt and grease out. " -
Plus, P.Y. Kesophane is easily printable, sasy to handle and strokg.
And it works efficiently on high-speed wrapping machines,

Kesophang Is also the ideal wrapping material for cosmes
tics, marriag2 gifts, ‘agarbati’ covering and as a temporery
govering for fruits, flowers etc. -

/
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the end of the previous
year or before June 30,
of the assessment year,
whichever is later. Under

‘another prevision, the In-

come-tax Officer has the po-
wer to issue a notice to any
persan requiring him tc
furnish his return of income
within 30 days of the date of
service of the notice and
this notice can curtail the
time allcwed furnishing the
voluntary return. In case the
return, of income is not fur-
nished befire October 1
of the asseSsment year,
the tax-payer is ordinarily
liable to pay simple
interest at 9 per cent per
apnum from October 1, to
the date of furnishing of
the return. Where, however,
the total income of the
assessee includes any in-
come from business or
profession, the previous
year in respect of which

SPECIAL BUDGET NUMBER

expired after December 31,
of the year immediately
preceding the assessment
year, theinterest is recko-
ned from January 1, in-
stead of October 1, of the
assessment year. In view
of these provisions, an
assessee can delay his re-
turn of income for a period
ranging from three months
to almost six months with-
out attracting any liability
to pay interest for the
period of delay. Further,
under Section 140A, where
the tax payable on the basis
of the return filed by an
assessee exceeds Rs 500, the
assessee is required to pay
tax on the basis of self-
assessment within 30 days
of furnishing the return. In
case of default in paying the
tax cn the basis ¢f self
assessment within the time
allowed, a penalty up to a
maximum of 50 per cent of

the amount of tax due is
exigible. The effect of these
provisions is that if an
assessee furnishes his return
of income within the time
allowed under Section 139
(1), he is required to pay the
tax due on the basis of the
return. within 30 days of
furnishing such return. If,
however, he does not fur-
nish the return within the
time allowed but dalays
it either after obtain-
ing an extension from
the Income-tax Officer or
otherwise, he does not have
to pay any tax on self-assess-
ment basis until he files the
return. Further, where the
return is due by June, 30,
the assessee can delay it
upto September 30, even
without attracting any liabi-
lity to interest fcr delay in
furnishing the return. Where
the assessee derives income
from a business or profes-
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sion and closes his accounts
after December 31, of the
previous year preceding the
assessment year, the return
can be delayed upto Dece-
mber 31, of the assess-
ment vyear without at-
tracting any liability to
interest. In view of this
position, there is a tendency
on the part of assessees not
only to delay the returns of
income up till the due date
under Section 139(1> but
also to request for exten-
sion of time, sometimes, on
frivolous grounds.

. The time limit for comple-
tion of assessments has been
reduced from four years to
two years recently and with
the introduction of the
scheme of summary assess-
ments, the pendency of
arrear assessments has also
been reduced considerably.
It is, therefore, necessary

W. 8. Lightaiog Aecesters
gusrd your valuable Power
Equipmen? around the clock.
A tul) range from 400 Volte
10 2,20,000 Yolts is
manutactured with exclusive
features Iike Mebilare gaps,
Aro Transter Devices, Solder
Seated housings, falded gola
canstruction, elc.

W. 8. also manufacture
Bushings tor Power a0d

Assured |
Protection

-WITH...

Lightning

Distribution Teansformers, oil
and air blast Gircuil Breakers
op to 220 KV. Special solder
sealed Bushings for hermetic
spplications can be Curuished
to your designs.

Other products are 2 full ling
ot Transmission and
Substation fnsuiators ap to
220,000 volts including High
Creep puncture proof Post
Insulators.

Technical collaboration with
M/s. WESTINGHOUSE
U.S.A

W, 8. INSULATORS OF
INDIA LIMITED,

Dhun Building,

175/1, Mount Road,
Madras-2.

Arresters

Criterion WS 2504 .
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in the interest of proper
management of assessment
work th - the bulk of the re-
turns are received early in
the assessment year.

With the twin objective of
ensuring early receipt of re-
turns and withdrawing the
in-built incentive for delay-
ing the returns, it is pro-
posed to make the follow-
ing modifications in the rele-
vant provisions of the In-
come-tax Act —

(i) Assessees having n-
come from business or pro-
fession would be statutorily
required to furnish returns
of income voluntarily with-
in four months (as against
six months at present) of
the close of the accounting
year or by June 30,
following that year, which-
ever is later. (For all other
categories of assessees, the
last date fcr filing the re-
turns of income will conti-
nue to be June 30 regard-
less of the accounting year
adopted by them.)

(ii) Interest for delay or

EASTERN ECONOMIST

defauit in furnishing the re-
turn of income will, in all
cases, be charged from the
expiry of the due date
for furnishing such return
voluntarily under Section
139(1). Thus, where the
return is due by June 30,
of any assessment year, but
is not filed ¢ n ¢r befcre that
date, interest will be char-
ged from July 1, of that
vear.

(iii) In kecping with the
other provisions in the Bill
increasing the rate of inte-
rest chargeable from assess-
ces or payable tothem from
9 per cent per annum to
12 per cent per annum, the
rate of interest for delay or
default in furnishing the
return will also be increased
to 12 per cent per annum.

38. These modifications
will take effect from Apnil 1,
1972.

(Under the correspond-
ing provision in the Wealth-
tax Act, an assessee carry-
ing on a business or
profession is required to

Bombay Branch :
Cambata Building,

3rd Floor,

42, Maharshi Karve Road,
Bombay-20.

HERCULES INSURANCE GOMPANY LTD.

(Incorporated in India)

Registered & Head Office :
DARE HOUSE EXTENSION, FOURTH FLOOR,
2/1, NORTH BEACH ROAD, MADRAS-1.

Custodian : SHRI T.S. MUTHUSWAMI

Madras Branch :

Dare House Extcnsion,
3rd Floor, ‘
2/1, North Beach Road,
Madras-1.

Calcutta Branch :
16, Hare Strcet, Calcutta-1.

Other Branches & Agencies :

Amritsar * Ahmedabad
Bangalore * Madurai * Mangalore
Singapore * Penang * Kuala Lumpur

ALL CLASSES OF GENERAL INSURANCE
BUSINESS TRANSACTED

* Delhi * Lucknow

furnish the return of his
net wealth before June
30 of the assessment
year or within the period
prescribed under the In-
come-tax Act f r furnishing
the return of his total in-
come, whichever 1s later.
In view of the above modi-
fications sought to be made
in the Income-tax Act, the
returns of net wealth in
such cases will also become
due on June 30, or with-
in four months of the cxpiry
of the relevant acccunt
year, whichever is later.)

[(Clause 26 (a), (b) & (d)]

39. lucrease in the rate
of interest chargeable from
assessees, and also payable
to assessees by government
under the provision of the In-
come-tax Act.—Simple inte-
rest at 9 per cent per annum
is chargeable from asse-
ssces under certain previ-
sions of the Income-tax Act,
c.g., for failure to pay the
tax ducs within the time
allowed under the notice of
demand, short payment of
advance tax, delay in fur-
nishing return of income,
etc. Likewise, assessees are
entitled to receive simple
interest from the central
government at 9 per cent per
annum of excess payment
of advance tax and delay
in issue of refund. 1t is pro-
posed to increase the rate
of interest chargeable from,
or payable to” assessees un-
der the various provisions
of the Incc me -tax Act. from
9 per cen' par annum to 12

r cen. psr annum with eff-
ect from April, , 1972, Itis
being specifically clarified
that the proposed increase
in the rate of interest will
apply in respect of any peri-
od falling after March 31,
1972, also in those cases
where the interest became
chargeable or payable frcm
an earlier date.

(Clauses 25,26 (d) (i) &
60)

40. Withdrawal of ex enp-
tion in respect of gains arising
Jrom transfer of personal
Jewellery.—~Under the pro-
visious of the Inccme-tax
Act, any profits or gains

April 7, 1972

arising from the transfer of
a ‘cipital asset are charge:
able tc tax. The term ‘ce P
tal asset, as defined in the
Income-tax Act does not
include’ inter alia. P rs” B
effects, i.e. movable property
including wearing appar
jewellery and furniture held
fcr personal use by the
assessee Cr any member 0
his family dependent oOR
him. In view of the sp
exclusion of jewellery from
the definition of ‘capital
assct,”  profits and gains
arising from the transfer
«f jewcllery held fcr per-
sonal use are not chargeable
t¢ incume-tax. The exemp-
ptivn « f capital gains aris 0
frcm transfer of jewellery
faclitates tax  evasicn
through bogus or inflated
claims of sale ¢f jewellery
for explaimng moneys ints
roduced in business. It 18
therefore, proposed to with*
draw this exemption and to
charge capital gains arisnﬁ
from the transfer of persona
jewellery on the same basis
as capital gains relating to
assets other than lands or
buildings. The term ‘jewell-
cry’, is being given the sameé
extended meaning as
been given to it under the
Weadh-tax Act and will
therefore, include — (8
ornaments made «f gcld.
silver, platinum or any othef

" precious metal or any al

containing one or more of
such precic us metals, whe
ther or n' t containing any
precious or semi-precious
stone, and whether or not
wcrked er sewn into any
wearing apparel; (b) prect
ous or semi-precious stofn®
whether or not sct in asy
fueniture, utensil or othef
article and whether or n0

worked or sewn into a8y
wearing apparel. As it is Ot
intended to levy any tax 08
capital gains arising fro®
bona fide transfer of jewel-
lery made for the purpos®
of acquiring any other jewcl‘
lery for personal use it.hag
becn specifically provided
that where such jewellery

. acquired within six mont

of the transfer « f any profité
and gains arising from
transfer will not be hab”i
to tax if the whole of the fi!
value of the consideration 1%

April 7, 1972
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Development is proceeding in spite of

the cultural attitudes, social institutions anc
political conflicts which sometimes

seem to be such immovable barriers.

It is not a smooth, uninterrupted progression
to be sure; rather, growth appears more

as a series of fits and starts.

“And yet,” as Galileo is supposed

to have said, “it moves!”

3

Eugene R. Black

MAHINDRA & MAHINDRA LTD.
BOMBAY CALCUTTA DELHI MADRAS
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fight its war
on all fronts

As India moves towards its goal of all-round develop-
ment, we make our contribution.
Union Carbide provides pesticides and polyethyiene
film which help the farmer reap a bigger, better harvest.
On the home front we bring to you a variety of
household articles ranging from batteries and flash-
lights to colourful containers made from our poly-
otraflano. We supply taw materials and chemicals

On the tood front,

essential for the pharmaceuticals, paints, textiles, iron
and steel and rubber industries. On the export trony,
Union Carbide combs the five continents for new
markets and its products reach more than 50 countries
including the U.S.A. These are but some of the seeds
that Union Carbide India Limited has sown to raise the
standards of living of the people of India. Yes, in out
little way we help India fight its war on all fronts | g

UNION

CARBIDE

sowing the seeds of progress

April 7, 1972

spent in acquiring the new
jewellery. Where  nly a part
< f this consideratic n is used
M0 acquiring new jewellery
a proportionate part of capi-
tal gain will not be liiable to
tax.

41. These amendments
take effect from April I,
1973 and will, therefore,
apply in relation to assess-
ment years 1973-74 and
subsequent years.

(Clauses 3 (a) 8 and 9)

42. Powers to maxe rules
for admission of additional
evidence—~At present, an
Appella‘'e Assistant Com-
missioner of Tncome-taxX
has a wide and unrestricted
discretion in regard to ad-
missic n ¢f evidence which is
not.produced by the assessee
before the Income-tax Offi-
cer but is produced for the
first time in the course «f
the appedate proceedings.
With a view to regulating
the admissicn of such addi-
tional evidence, the Central
Board (f Direct Taxes is
being empowered to pres-
cribe in the I[ncome-tax
Rules the circumstances in
which. the conditions sub-
ject to which, and the man-
ner in which the Appellate
Assistant Commissioner of
Income-tax may permit the
appellant to produce evi-
dence which was not pro-
duced or which was not
allowed to be prcduced be-
fore the Income-tax Officer.

(Clause 1)

43. Appointment of Vice-
Presidents or Vice President
of Appellate Tribunal—The
Income-tax Appellate Tri-
bunal is headed by a
president who is appoin-
ied by the central govern-
ment from amongst the
members «f the Tribunal.
The President « f the Tri-
bunal exercises various sta-
-utory functions, such as the
senstituticn of benches and
location of work to them,
desider administrative cont-
ol over all members and
itaff.  'With a view to enabl-
ng the president to cope
vith the increasing volume
f work, the central go-
fernment is being empower-
ed to appoint one or more

SPECIAL'BUDGET NUMBER

members of the Appellate
Tribunal to be the Vice-
President or  as the- case
may be, Vice-Presidents of
the Appellate Tribunal. It
is also being provided that a
Vice-President shall exer-
cise such of the powers and
perform such of the fumc-
tions of the President of the
Tribunal as may be delega-
ted to him by the President
by a general or special or-
der in writing.

PROPOSED AMEND-
MENTS TO THE WEA-
LTH-TAX ACT, 1957

44, Exemption of co-ope-
rative societies from wealth-
tax.—Under the existing
provisions of the Wealth-tax
Act, wealth-tax is charge-
able in respect of the net
wealth of, (i) individuals,
(i) Hindu undivided fami-
lies, and (iii) companies.
(wealth-tax is, however, not
being charged in respect of
the net wealth of companies
from the assessmenf year
1960-61 onwards in view
of a special provision made
in this behalf in the Finance
Act, 1960). Recently, some
doubt has been raised that a
co-operative society could,
in law, be regarded as an
‘individual’ for purposes
of the Wealth-tax Act and
charged tc tax accordingly,
Such an interpretation would
would not be in keeping
with the intention underly-
ing these provisions. Levy
of wealth-tax on co-opera-
tive societies will also have
an adverse effect on the co-
operative movement in the
country. The Wealth-tax

Act is, therefore, being am-’

ended to provide for exemp-
tion of co-operative societies
from wealth-tax retrospec-
tively from  April 1, 1957
@i.e. from the date of com-
mencement of the Wealth-
tax Act).

[Clauses 44 & 50 (b) ]

45, Exemption from
wealth-tax of recognised pro-
vident funds, approved super-
annuation funds and gra-
tuity funds-——The Wealth-
tax Act d¢ es not contain any
specific previsicn fcr. the
exemption ¢f reccgnised
provident funds, approved

supernnuation funds and
apprcved gratuity fundscon-
stituted for the benefit of
employees. Such funds have,
however, not been charged
to tax as it was not the inten-
tion to bring them within
the ambit of the Wealth-tax
Act. Because of certain
amendments made to the
Wealth-tax Act in. 1970, re-
lating to taxation of dis-
cretionary rusts,a doubt has
been raised regarding the
tax treatment of such funds,
The levy of wealth tax on
such funds will substantially
erode their corpus and ham-
per the setting up of such
funds for the benefit of em-
ployees in the public and
private sectors. The Wealth-
tax Act is, therefcre, being
amended to prcvide for
exemption of prcvident
funds to which the Provi-
dent Fund Act, 1925 applies,
as also all provident funds,
superannuation funds, and
gratuity funds which are re-
cognised or approved for
the purposes of the In-
come-tax Act. The exemp-
tion is being given retros-
pect effect from April 1,
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1957 (i.e. the date of com-
mencement of the Wealth-
tax Act).

(Clause 45 (a) @)

46. Exemption from
wealth-tax of assets forming
part of an industrial under-
taxing.—The Wealth tax Act
provides for exemption from
tax in respect of invest-
ments made in specified
financial assets up to an
aggregate value of Rs
1,50,000. The specified in-
vestments qualifying for this
exemption are:—

(a) Government securi-
ties, including small sav-
ings securities of the cents
ral government, ‘

(b) Fixed deposits with
the qentral government as
also in Post Offices on go-
vernment account and Re-
curring and Time Deposits
in Post Offices.

(c) Shares in Indian com-
panies.

(d) Notified debentures.

{¢) Units in the Unit
Trust of India.

(f) Deposits with banking

to you.

CANARA BANK
Can Help You
To be Self-employed

Over the years, Canara Bank has built up
a fine tradition of helping experienced and
enterprising people who have a desire to be
self-employed or those who wish to expand
or improve their existing business.

For details, please call on our Branch nearest

CANARA BANK

Head Office : Bangalore-2.
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companies, including co-
oparative banks, land mort-
gage banks and land de-
velopment banks.

(g) Deposits with approv-
¢d financial institutions en-
gaged in providng long-
term finance for industrial
development in India.

(h) Shares in a co-opara-
tive society. .

() Deposits made by a
member of a co-op:rative
society with the society
(other than deposits made
with a co-opzrative hous-
ing society by a member of
- the society to whom a build-
ing or part thereof is allotted
or leased under a house
building scheme of the so-
ciety which are separately
exempied from wealth-tax
without any limit to the ex-
tent such deposits have
been made under the house
building scheme of the
society.

It is now proposed to en-
large this list so as to in-
clude the value of assets

EASTERN ECONOMIST

forming part of an indust-
rial undertaking belonging
to the assessee, as also the
value of his interest in the
assets forming part of an
industrial undertaking be-
longing to a firm or an asso-
ciation of pzarsons of which
the assessee is a partner or
a member. Accordingly, n
computing the exemption
from wealth-tax up to Rs
1,53,000, the value of these
assets will also be taken 1nto
account. The value of any
land or building or any
rights in any land or build-
ing or the value of assets of
the industrial undertaking
which are otherwise exempt
from  wealth-tax under
Section S5 (1) of the
Wealth-tax Act will, how-
ever, not be taken into ac-
count for the purposes of
this exemption. *“Industrial
undertaking” for the pur-
poses of this provision has
been defined to mean an
undertaking engagad in the
business of gzneration or
distribution of electricity
or any other form of power
or in the construction of

RECORD

Deposits  Advances

Bran che;s
Over 500

No. of Deposit

GROWTH

IN BANK DEPOSITS
A RISE OF 30% IN DEPOSITS IN 197!

Indicators of the all-round prdgress
achieved by the Syndicate Bank in 1971:

No. of Advances

(In crores of rupees)  Accounts Accounts
1970 168 122 18,44,134 3,71,555
1971 218 152 22,19,300 4,59,379

Increase
in 1971 30.59% 23.8% 20.39 23.6 2,

SYNDICATE BANK

Head Office : Manipal (Mysore State)

K. K. PAI
Custodian

ships or in the manufacture
or processing of goods or in
mining. This provision will
take effect from April 1,
1973 and will, therefore,
apply for the assessment
year 1973-74 and subse-
quent assessment years.

[(Clause 45 (a) (i) & (b).)]

47. Concession in regard
to holding period of exempt
assets.— Under an existing
provision in the Wealth-tax
Act, certain assets qualify
for exemption from wealth-
tax only if these are held
by the assessec for a
period of at least six months
ending with th relevant
valuation date. Some of
thes: assets are: (i) De-
posits in notified schemes
framed by central govern-
ment; (i) government se-
curities; (iii) shares in Indian
companies; (iv) notified de-
bentures; (V) units in the
Unit Trust of India; (vi) de-
posits with banking com-
panizs, co-op2rative banks
etc. In the case of shares in
a company, exemption from
tax is available if the shares
have been held from the date
on which these were first
issued even if the holding

ariod is less than six
months.  This restriction
has been placed in order to
prevent misuse of the tax
exemption by changing in-
vestments from non-exempt
assets to exenmipt assets for
a short period merely to
obtain the benefit of the tax
concession. This provision
sometimes results in hard-
ship even in bona fide cases
of conversion of one cate-
gory of exempt assets to
another category of exempt
assets, Forexample, an em-
ployec recciving the balance
to his credit in a recognised
provident fund (which is
exempt from wealth-tax) and
depositing the amount in a
bank may forfeit exemption
from tax in respect of the
amount merely because he
has not been able to hold
the bank deposit for a
period of six months. In
order to obviate hardship
in such cases, Section 5 (3)
of_ the Wealth-tax Act is
being amended to provide
that in computing the period
of six months in relation to
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any asset, in case where such

asset was acquired by the

assessee by conversion of, or

in exchange for, or with they,
proceeds of, or with the

money  constituting, any

other asset exempt from

wealth-tax under sub-section

(1) or sub-section (2) of the

Wealth-tax Act, so much of

the period for which the

assessec held such other4
asset as falls within the

pzriod of six months ending

with the relevant valuation

date, will also be taken

into account. This relaxation.
will be available only if the

assessee acquires the rele-

vant asset within thi ty days

after he ceases to hold the

first asset. The concession

under this provision will,

however, not apply in the

case of shares pr securities

held as stock-in-trade by

the assessee for thepur poses

of his business.

48. These amendments
will take effect from April
1, and will, therefore,
apply for the assessment
year 1973-74 and subsequent
years.

[(Clause 45 (c).]

49. Forfeiture of exemption
from wealth-tax in the case
of public charitable or religi-
ous trusts and institutions.—
Income derived from propér-
ty held under trust or other
legal obligation for charit-
able or religious purposes is
exempt from income-tax
to the extent such income is
applied to such purposes or
accumulated for being so
applied in accordance with
the provisions of the In-
come-tax Act, Section 13
of the Income-tax Act pro-
vides for the forfeiture of
the cxemption from tax in
the case of a trust or intitu-
tion created or established
after March 31, 1962, if
under the terms of the trust
or the rules governing the
institution, any part of the
income enures for the direct-
or indirect benefit of the
author of the trust, founder
of the institution, a sub-
stantial contributor to
the trust and their rela-
tives, etc. In the case
of & trust or institution,
whenever created or estab-

- April 7, 1972
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The name thai means a variety of -
products to a variety of customers. For
farmers—farm tractors and implements.
For construction engineers and indus- .
trial users—industrial tractors and '
cranes. For motorists—shock absorhers
and piston assemblies. For office
commuters and fun-lovers — motor-
cycles and scooters. For rail-road
people—automatic buffer couplers. "
brake and suspension systems. For
medical men—X-ray and radiological
equipment. For exporters—a complete
export service. Plus a host of products
and services which take the Escorts
name to almost every industry, every
institution and every home. -
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'—mom,mi: Money for industry SOLUTION: Mahabank

s

BANK OF MAHARASHTRA has Schemes to
aid the Small Scale Industrialist—the person
with ideas awaiting financial backing

He comes to MAHABANK; feasibility of the
Scheme is studied; plans come alive...another
step js-taken to progress. !deas turn into con-
Crete products.

Interested in financial aid for a small
industry?

For further details contact our nearest branch.

~
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On 17th April 1899...the day we were born, we lit our Alladin’s

' lamp and changed the life of Calcuita...Gone were the
old days of oil lamps and punkhawa!las...!y came power and
energy from India’s first steam stution...our own Power
Statior at Emambag Lapo...then frora Cescizere Genorating
Station in 1912, Southarn Generating Station in 1926,
Mulejore Generating Station in 1939 and New Cossipore
Generating Station in 1949...Every pulse beat of Calcutta is

? B * . recorded at Victoria House...In 1899 we sold 2 million

offices...We are proud of our past contribution to the

THE CALCUTTA EL:CTRIC SUPPLY CORPORATION LIMITED

Victoria House. Calcutta 1.

units...this year 2600 million units thro 780,000 meters...\We
read a meter every seccnd of the working day and we
send out a bill every 1'6 seconds of ‘the working day...We =shall
be here through the Seventies to supply as much power as
Calcuttans want in their homes...in their factories...at their

development of Calcut:a’s domestic and industrial complex.,
We are confident of meeting the challonge of the Seventies... .
Greater Calcutta is assured of a ““lighter” and brighter future,
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lished, the exemption is for-
feited also where the trust
income or property is used
or applied during the rele-
vant year for the direct or
indirect benefit of such per-
son. This disability does
not apply in the case of a
trust or institution created
or  established before
April1, 1962, ifthe use of the
trust income or property is
in compliance with a man-
datory provision in the
terms of the trust or rules
governing the institution.

50. Under Section 5 (1) (i)
of the Wealth-tax Act,
property held under trust
or other legal obligation for
any public purpose of a
charitable or religious na-
ture in India is exempt from
wealth-tax. The Wealth-tax
Actt, however, does not con-

SPECIAL BUDGET NUMBER

tain any provision for the
forfeiture of the exemption
from - wealth-tax, on the
lines of the aforesaid provi-
sions 1n Section 13 of the In-
come-tax Act. To provide
a further deterrent to the
misuse of the income or pro-
perty of the trust or institu-
tion by such persons, the
provisions in the Wealth-
tax Act are proposed
to be brought in line
with the provisions in the
Income-tax Act. Accord-
ingly, a new Section 2IA
is being introduced in the
Wealth-tax Act to secure
that where any part of the
income of the trust or insti-
tution enures for the direct
or indirect benefit of the
author of the trust, sub-
stantial contributor, etc. or
where any income or pro-
perty of the trust or insti-

tution is used or applied,
directly, for the benefit of
any such parsons, the trust
or institution will be liable to
pay wealth-tax on the value
of its entire property at the
rate of 1.5 per cent or the
rate applicable in the case
of an individual, whichever
is beneficial to the revenue.
For the purposes of this
provision, it has been speci-
fically provided that any
part of the property or in-
come of a trust shall be
deemed to have been used or
applied for the benefit of
any of the specified catego-
ries of persons if it can be
deemed to have been so
used or applied within the
meaning of clause (c) of sub-
section (1) of Section 13 of
the Income-tax Act at any
time during the period of
twelve months ending with

&7

the relevant valuation date.

Where the trust funds are
invested in any concern in
which any of the specified
pirsons has a substantial
interest, and the quantum
of the investment does
not exceed 5 per cent of
the capital of the con-
cern, the trust or ins-
titution forfeits exemption
from income-tax only in res-
pect of the income arising
from such investment and
not its entire income, Simi-
larly, exempticn from
wealth-tax in such cases,
will be denied only in rela-
tion t¢ such investment and
other assets will continue to
qualify for exemption.

51. The new Section 21A
takes effect from April 1,
1973 and will, therefore,

2,

YOU NAME IT... WE'LL SUPPLY IT!

Machines are vital for industries.
of machines to suit your various needs .

PLATE BENDING MACHINE
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SOUTHERN CONDUITS
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Get in touch with us.
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Chain Drive Sprockets—‘V' Belt Drive Pulleys—Gears of all types and sizes.
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(We also undertake all types of Casting & Machining Jobs)
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apply in relation to assess-
ments for the assessment
year 1973-74 and subsc-
quent assessment years.

(Clause 46)

. 52. Increase in the rate
of interest chargeable from
or payable to assessees.—
Simple interest at 9 per cent
per annum is chargsable
from assessees on the
arrears of tax duc from them
for the period of the defavlt
in payment. Likewise, asses-
sees are entitled to receive
simple interest from the
central government at 9
per cent per annum on the
amount of refunds duc to
them for the period of
delay in the issuec of
refund beyond six months
from the date of the
order giving rise t¢ the re-
fund. In line with a pre-
posed increase in the rate  f
interest chargeable from,
or payable to, assessees un-
der the Income-tax Act, the
relevant provisions of the
Wealth-tax Act arc also pro-
prosed tc be amended tc

EASTERN ECONOMIST

raise the rate of interest pro-
vided therein from 9 per
cent per annum to 12 por
cent per annum with effect
from April 1, 1972, 1t is
being specifically clarified
that the proposcd increase
in the rate of interest will
apply in respect of any peri-
od falling after March 31,
1972, also in those cases
where the interest became
chargeable or payable from
an carlier date.

(Clauses 47 and 69)

53. Extension of scope of
tax treatics between the cent-
ral  government and  the
government  of a forcign
country.-- Under  existing
previsions in the Wealth-
tax Act, the central
government is empowcered
t¢ enter intc an agrec
ment with the  government
cf any foreign country
for the avoidance or relief
of double taxation with res-
pect to wealth-tax payable
under that Act and under
the corresponding law in
force in the foreign country.

Telephones :
36, 52, 74, 94 & 95
BALIAPATAM

HARDBOARDS LIKE :

THE WESTERN INDIA PLYWOODS LTD.,

P.O. BALIAPATAM
CANNANORE DIST., KERALA, INDIA.

Telegrams :

PLYWOODS
BALIAPATAM

ONE OF THE PIONEERS
IN THE PLYWOOD INDUSTRY IN THIS COUNTRY

THE WESTERN INDIA PLYWOODS LTD.
Offers multi range of Plywoods like :

COMMERCIAL PLYWOODS, DECORATIVE
PLYWOODS, MARINE AND AIRCRAFT
PLYWOODS, FLUSH DOORS AND BLOCK BOARDS

STANDARD HARDBOARDS, OIL TEMPERED HARD-

BOARDS, AND PERFORATED
’ SUPERIOR QUALITY,

Conforming to the respective
IS : SPECIFICATIONS,
and also
WIPWOOD AND WIPEX

Our products are manufactured with selected raw matcrials
and under strict quality control by the highly qualified personnel.

HARD BOARDS OF

PLYWOODS AND HARDBOARDS ARE VERSATILE MA-
TERIALS AND CAN BE USED FOR MULTI-PURPOSE

On the lines of the amend-
ments proposed to be made
to the corresponding pro-
visions in the Income-tax
Act, the scopc of these
provisions is proposed to be
crlarged to empower the
central government to cn-
ter mnto agreement with the
government of a foreign
country also for cnabling
the exchange ¢ { infcrmaticn
for the preventicn of cva-
sion or avoidance of wealth-
tax (including investigation
of cases of such ¢vasicn or
avoidance) and for recovery
cf such tax in the treaty
cc untrics.

54. The new Scction 228A
relating to the reccvery «f
tax in pursuance of agree-
ments with forcign countrics,
prop ‘sed to be inserted in
the Income-tax Act under
Clause 39 of the Bill, is also
proposed to be applied to
the Wealth-tax Act.

(Clauses 48 and 49))

55. Powers to maxe ru'es
Jor admission of additional
evidence.—At present, an
Appellate  Assistant Com-
missioner of Wealth-tax has
a wid: and unrestricted dis-
cretion in regard to ad-
mission of evidence which
is not produced by the as-
sesses before the Wealth-tax
Officer but is produced for
the first time in the course
of the appellate proceed-
ings. With a vicw to regulat-
ing the admission of such
additional evidence, the
Central Board of Direct
Taxes is being empowcered
to prescribe in the Wealth-
tax Rules, the circumstances
-n which, the conditions sub-
ject to which and the manner
in which the Appellate As-
sistant Commissioner  of
Wealth-tax may permit the
appellant to produce evi-
dence which he did not pro-
duce or which he was not
allowed to produce before
the Wealth-tax Officer.

(Clause 51)

56. Clarificatory amend-
ment regarding application
of wealth-tax in certain
cases.—Certain entitics cnu-
merated in Section 45 of the
Wealth-tax Act have been
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ex>mpted frcm  wealth-tax.
It is propased to amend this
section to clarify that while
wealth-tax is not to be levied,
in respoct of the net wealth
of the entities enumerated
in this scction, the applica-
tion of the other provisions
of the Act (e.g., calling for
evidence from such entities)
will not bec barred. This
amendment takes efieet frem
April 1, 1972,

[(Clause 50 (@)]

PROPOSED _ AMEND-
MENTS TO THE GIIT-
TAX ACT, 1958

57. Increase in the rate of
interest ~ chargeable from
or payable to assessees.—
Simple interest at 9 per cent
per annum is chargeable
frcm assessecs on the arrears
cf tax due from them for
the period of default in
payment. Likcwise, assesses
are entitled to receive sim-
ple interest from the central
government at 9 per cent
por annum on the amount
ol refunds due to them for
the period of delay in the
tssue ¢f refund beyond six
months frem the date of the
«rder giving rise to the re-
fund. In line with the pro-
pesed increase in the rate of
interest chargeable from, of
payable to, assessecs under
the Income-tax Act and the
Wealth-tax Act, the rclevant
provisions of the gifi-tax
are also proposed to be
amcnded to raise the rate of
interest provided thercin
from 9 por cent per annum
to 12 por cent p:r annum
with effect from April 1,
1972, Tt is being specifically
clarified that the proposed
Increase in the rate of inte-
rest will apply in respect of
any period falling after
March 31, 1972, also in
those cascs where the inte-
rest became chargeable or
payable from an carlier
date.

(Clauses 52 and 60)

58. Extension of scope of
tax treatics between the cent-
ral government and the go-
vernment of a foreign coun-

April 7, 1972
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-answer-right today.
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INDIAN 0XYGEN
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ur advance iénin is finding out the

A part of IOL is always a few steps ahead
of the needs of Indian industry. That
part represents the men who are busy
working out today the role 10L will be
called upon to play in tomorrow's India.

This involves a close-up and all-round
scrutiny of the current needs and from
there, projections into the future. The
new Industries that will come up, the
existing industries which will boom and
diversify and those that will totally
change And finding out their needs today
will enable IOL to give the required
products and services tomorrow

IOL has always geared its resources
and talents to the needs of industry in
the past.

And for. the 80s, 10L is ready and willing
to meet the requirements of Indian .
industry right from now.
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try— Under an existing
provision in the Gift-tax
Act, the central govern-
ment is empowered to en-
ter into an agreement with
the Government of any fo-
reign country for the avoid-
ance or reliefof double axa-
tion with respect to gift-tax
payable under that Act and
under the corresponding law
in force in the foreign coun-
try. On the lines of the
amendments proposed to be
made to the corresponding
provisions in the Income-
tax Act, the scope of these
provisions is propased to be
enlarged to empower the
central government to enter
into agreement with the go-
vernment of a foreign coun-
try also for enabling the ex-
change of information for
the prevention of evasion
or avoidance of gift-tax
(including investigation of
cases of such evasion or
avoidance) and for recovery
of such tax in the treaty
countries. The new Section
228A relating to recovery
oftax in pursuance of agrec-
ments with foreign coun-
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tries proposed to be inserted
in the Income-tax Act under
Clause 39 ofthe Bill, is also
proposed to be applied to
the Gift-tax Act.

(Clauses 53 and 54)

59. Exemption of gifts
made by charitable or reli-
gious institutions or funds.—
Section 45 (¢) of the Gift-
tax Act excludes from the
purview of that Act any
gifts made, inter alia, by an
institution or fund, the in-
come whereof is exempt
from income-tax under Sec-
tion 11 of the Income-tax
Act. Under an amendment
made to the Gift-tax Act
thrc ugh the Finance (No. 2)
Act, 1971, it has been prc-
vided that a charitable insti-
tution ¢r fund will nct for-
feit the exemptic n from gift-
tax in respect of gifts made
by it merely because — (a)
subsequent to the gift, any
mcome of the nstitution or
fund becomes chargeable to
income-tax due to ncn-com-
plianze with any of the pro-
visions of Section 11 of the

Persons,
terms.

Professionals, etc.

YOU CAN BANK ON

THE HINDUSTAN COMMERGIAL BANK LTD.

Regd. Office :
(59/29, Kasturba Gandhi Road, Kanpur)

For All Your Banking Needs

1. Attractive rates of interest on deposits.

2. Advances to Agriculturists, Small Scale Indus-
trialists, Transport Operators, Self-employecd

on convenient

S. N. AHUJA

Chairman

Income-tax Act relating to
aprlication ¢ fincome during
the accounting year itself;
or (b) the institution or fund
forfeits cxempiion in res-
pact of a part of its income
which arises from invest-
ments made in a concern
in which the foundcr of the
institution or fund or his
relatives have a substan-
tial interest, where the
aggreagate of the funds in-
vested by the institution or
fund in such a concern does
not exceed 5 per cent of the
capital of that concern.

60. Section 12 of the In-
come-tax Act has been
substituted by two new Sec-
tions 12 and 12A. As al-
ready explained, the effect
of the substitution of Sec-
tion 12 is that voluntary
contributions received by
charitable or religious trusts
or institutians will qualify
for exemp ion from in-
come-tax only if the condi-
tions spicified in section 11
regarding application of in-
come or accumulation there-
of are satisfied also in re
laticn to such income by
way of voluntary contribu-
tions. Further, (he wrust or
insvdtution  will  forfeit
exemp:ion from .ax in res-
p:ct of its entire income if
any part of its income enures
or any part of its income or
prop:ny is used or applied
directly or indirectly for
the benefir of the an*hor of
the trust, founder of the
jnstitution, a paxrson who

has made a subs.antialcont- -

ribu-ion (o the trust and ins-
titu'ion, the relative of such
author, founder, eic. The
new ssction 12 A provides
that exemp:ion frcm income
wax in respdct of income
derived from p:oporty or
by way of voluntary contri-
butions by charitable or reli-
gious truis or institu‘ions
will be available only if (a)
the trust or institution app-
lies for its registration to the
Commissioner of Income-
Tax within the spcified par-
iod, and (b) where the total-
income of the trust or insti-
tut’on (without giving effect
tothe p-ovisions of Sections
11and 12) exceeds Rs 25,000
in any p-evious year, the
accounts of the ftrust or
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institution for that year have
been audited by a chartered
accountant or any other
accoun:ant entitled to be-
apooinied as an auditor of
companies.

61. Inview of thesc chan-
ges in the Income-tax Act,
Section 45 of the Gift-tax
Act is also being amended
to provide that a charitable
instituticn or fund will not
forfeit exemption from gift
tax in respect of gifts made
by it merely becausc (a) sub-
sequent to the gift any in-
come of the institution or
fund by way of voluntary
contributions becomes char-
geable to income-tax due to
non-compliance with the
provisions ofthe substituted
Section 12 of the Incame-tax
Act; or (b) the institution or
fund is denied exempiion
rom income-tax by reason
of the non-fulfilment ofthe
coaditions in the new Sec-
tion 12 A rclat’'ng to the fil-
ing_of an application for
registration with the Com-
missioner of Income-tax or
the audit of the accounts of
the institution or fund by a
chartered accountant, etc.,
or the institution or fund
forfeits exemption in res-
pect of its income by way
of voluntary contributions
on the ground that the
funds of the institution or
fund have been invested in 8
prohibited concermn provi-
ded, however, the investment
in such concern does not
exceed 5 per cent of its
cap'tal.

(Clause 55)

62. Powers to make rules
for admission of additional
evidence.—At present an
App:llate Assistant Com-
missioner of Gifi-tax has @
wide and unrestricted dis
cretion in regard to agmis-
sion of evidence which 18
not produced by the asses
see before the Gift-taX

Officer but is produced for:

the first time in the course
of the appellate proceed-
ings. With aview to regy-
lating the admission of such
additional evidence, the
Central Board of Direct
Taxes is being empowerd to
prescribe in the Gift-tax

April 7, 1972

Rules, the circumstances in
which, the conditions sub-
ject to which and the man-
ner in whichthe Appellate
Assistant Commissioner
of Gift-tax may par-
mit the app:llant te pro-
duce the evidence which he
did not p-oduce or which
he was not allowed to pro-
duce before the Gift-tax
Officer.

(Clause 56)

PROPOSED AMEND-

MENT TO THE COMPAN-

IES (PRO ITS) SURTAX
ACT, 1964

63. Extension of scope of
tax treaties between the
central government and
the government of a foreign
country.—Under the exist-
ing, provisions in the Com-
ranies (Profits) Surtax Act,
the central government is
empowered to enter into an
agreement with the govern-
ment of any foreign country
for the avoidance or relief
of double taxation with res-
pzct to surtax payable un-
der that Act and a similar
tax under any correspond-
in lawin forcein the foreign
country. On the lines of the
amendments jrotosed to
be made to the correspond-
ing provisions in the In-
come-tax Act, the score of
these provisions is propoased
1o be emlarged to empower
the central government to
enter into agreement with
the govetnment of a fo-
reign country also for en-
abling the exchange of in-
formation for the preven-
tion of evasion or avoidance
of sur-tax (including investi-
gation ofcases of such eva-
sion or avoidance) and for
recovery of such tax in the
treaty couniries. The cen-
tral government will also
be empowered to make p:o-
visions for inmplententing
the agreement by the issue
of a notification in the
Official Gazette.

(Clause 57)

64. Powers to make rules
for admission of additional
evidence—With a view to
regulating the admission of
evidence which is not pro-
duced by a company before
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the income-tax Officer but
is produced for the first
time in the course of the
appellate proceedings be-
fore the Appellate Assistant
Commissioner of Income-
tax, the Central Board of
Direct Taxes is being em-
powered to prescribe in the
Companies (Profits) Surtax
Rules, the circumstances in
which, the conditions sub-
ject to which and the manner
in which the Appellate
Assistant Commissioner
may permit the apellant to
produce evidence  which
was not produced or which

was not allowed to be pro- .

duced before the Income-
tax Officer.

(Clause 58)
CUSTOMS DUTIES

The proposals include —-

(a) Revision of the rates
of regulatory duties of cus-
toms imposed with effect
from 13th December, 1971
so as to subject (i) articles
liable to a basic effective duty
of custonts at the rate of 100

er cent ad valorem or more
and a few other selected
items to a regulatory duty
of 10 par cent ad valorem,
(ii) articles liable to a basic
effective duty of 60 par cent
or more but less than 100
per cent to a regulatory duty
of 5 par cent ad valorem and
(iii) all other articles (with
the exception of focdgrains,
books and certain sp=cial
categories) to 2 1/2 par cent
ad valorem. This measure
is expacted to yield an addi-
tional revenue of Rs 869
lakhs p2r annum.

(b) Rationalisation of the
rates of duty under Item No
22 (5)(b) I.C.T. (Drugs and
Medicines containing spirit)
and 28 (28)(b) I.C.T. (cer-
rain vitamins and vitamin
preparations)  consequent
on the elimination of the
margin of preference as a
result of the country’s com-
mitments under the General
Agreement on Tariffs and
Trade. :

(c) Continuance up to
15th May, 1973, in a modi-
fied form, of the emabling
provision for the levy of

regulatory duties of customs
similar to the provision in
section 4 of the Finance
Act, 1971 and

(d) Additioral revenue
amounting to Rs 1340 lakhs
per annum is also expected
from additional (counter-
vailing) duties consequent
on the changes in Central
Excise duties except in res-
pact of iren and steel items
(including tin plate and
sheets) which are being ex-
empted from the additional
(countervailing) duty corres-
ponding to the increase in
e}l(cise duties on these arti-
cles.

_ Details of this~are given
in the Table below:

641

confers a right of appeal to
a person aggrieved by any
decisionforder passed by
any Central Excise officer
under the said Act or the
Rules made thereunder.
Similarly any person agg-
rieved by any appellate order
is entitled to file an appli-
cation for revision to the
Central Governent under
section 36 of the said Act.
There is, however, no corres-
pcnding power  with the
Central Board of Excise and
Customs/Central  Govern-
ment to revise of its own
motion such original or
appellate  orders/decisions
even where such decisions
or orders are incorrect,
improper or illegal. Such
incorrect, illegal or impro-

S. Ttem(s) in the Customs

Brief description  Additional

No Tariff Schedule of goods revenue pat
annum
- (Rs lakhs)
1. 274)(a) Kerosene 480
2. 28, 28(8), 35 and 35(1) Fertilisers 600
3. Various Others 260
Total: 1340

(c) Continuance up to
the passing of the Finance
Bill, 1972, of the regulatory
duties of customs levied
under the Finance Act, 1971
and in force immediately
before the 18th March, 1972,
subject to any exemp:ion
notifications.

There will be a net in-
creass in customs revenu:
of Rs 2200 lakhg por annum.

(Clauses 61 and 62)

The provisions of the
Indian Tariff (Amendment)
Act, 1949 are bsing conti-
nued for another year so as
to maintain the status quo in
regard to commitments un-
der the General Agreement
on Tariffs and Trade.

(Clause 63)
CENTRAL EXCISES

Ssction 33 of the Central
Excises and Salt Act, 1944

per orders have in most c2ses
finzncial implicatioas in-
volving large sums of reve-
nue. Itis therefcre proposed
to confer powers of revision
of its own motion or other-
wise on the Central Board
of Excise and Customs and
the Central Government.
It is, however, being provi-
ded that where a decision
or order in such revision is
likely to be varied so as to
prejudicially affect any per-
son, a reasonable opportu-
nity of making a represen-
tation and, if he so desires,
of being heard in his def nce
1s given before such an or-
der is passed. It is also b ing
provided that after the ex-
piration of a period of one
year from the date oi'a deci-
sion or order, no such revi-
sion procceding shall be

* commenced in respect of

that decision or order. It
may be added that provi-
tions for revision exist in
allied laws such as Customs
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GIRLING
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-~ Foundation brake equipment of well-
known Girling types and designs—known
as the best brakes in the world—is now

April 7, 1972

Aoct, 1962 and the Gold
(Control) Act, 1968.

[Clause 64 (a) ard (b)]

SPECIAL BUDGET NUMBER

Part I or Part II of the
Third Schedule. For the
sake of convenicnce, the
Part number has been shown
first and the Serial No. in

(6) includes the rete of spe-
cial duty of excise, wherever
leviable, as merged with the
rate of basic duty of excisc.
For the sake of reference,

643
items, liable to special duties
of e¢xcise have been marked

with an asterisk.

(3) Abbreviations used:—

i CISE DU- A k
- manufactured at Padi near Madras by a. UNION ®XC that Part immediately thero-
e ES' ra es Brakes India 7.td., a member of the TVS gltc(g)gym;grcs ots. Thus, o.g. av. =ad valorem Rs  =Rupcs
, group cf companies, in collaboration with General Note:— ber (i in Part I of the Third K& =Kilogramme Ke zl}};{;gc
Gn:lmg Lt'd., UK. (1) The Serial No. in Schedule. MT  ==Mztric tonne SM =Squarc Metre
Almost all commercial vehicle and Colimn (2) refers to the o L —Litre mm. —Millimetre
passenger car manufacturers with whom Serial No relating to the (@) The “Existing” rate Q  =Quintal
° 0 _road safet,y ranks very high are already Tariff Item as it appzars in  of duty as shown in Column
IOW made in lndia  CEESERRmSSSRE O STUUULUIIS e
. ] . in item — — addition_al
. You are safe with BI.GIRLING Brakes and Sct}ée;i}:lcle No. Existing "’(,;32?5“ re::glt{sﬁn
.Genuine BI-Girling spavres, " Finance year
Bill (Rs. lakhs)
i 1 2 3 4 5 6 7 g
| 0] 1(ii) 1-D Agcrated Waters 109 a.v. 209 a.v. 165
This is a revenue nicasure. The effective rate for Acrated Waters which do not contain
blended flavouring concentrate remains unchanged and where they are dutiable the
fevy is maintained at the existing rate of 10 % a.v. (by notification).
@ I(iii) 2(L) Coffee, cured*® Rs. 102 Rs. 100 ) s

The existing conc3ssional rate for Coffee of the varictics known as Robusta, Liberia, ctc.
would remain at the present aggregate effective duty of Rs. 66/- per Q.

3) I(iv) 4-1 Unmanufactured tobacco.*

(Sce Sl No. (57) under ‘C’

—Additional Excise dutics in licu of Sales

Tax.)
i 411(2 Cigarettes.®
@ 1) @ (Sec Sl. No. (58) under ‘C’ ——Add)itional Excise dutics in lieu of Sales
Tax.
) 1(i) 7 Kerosene KL Rs. 235 Rs. 300 298(
Effective rate (by notification)
KL Rs. 225,25 Rs, 285
This is a revenuec measure.
\ ©) 1(x) 11 Asphalt, Bitumen and Tar 309 a.v. Rs. 100 per 240
-~ ' _ MT.
ol Effective rates (by notification).
(1) Straight grade Bitumen/
Asphalt
(a) packed in drums MT Rs. 39.5 Rs. 60.(¢
(b) in bulk MT Rs. 15.50 Rs. 25.00
(2) Cut back Bitumen/Asphalt MT  Rs. 36.04 Rs. 55.00
(packed in drums).
(3) Tar Nil (as at present)
' This is a revenue mcasur§.
ii 11A Petroleum products, N.O.S.
M 1 (1) Mineral turpentinc oil No change %
(2) Liquefied petroleum gas No change
(LPG)
(3) Waxes 209 a.v. 209 a.v.
: Pplus Rs. 2u(
per MT
(4) Others No change

NoTE :—This is a rcvenue measure applicable only to Petroleum waxes. The effective rates for the other pro-
ducts falling under this Item remain unaltercd. '
Blended or compounded Lubri-

ded o1 The tariff description is pro- 500
cating oils and greases.

posed to be amendedso as
to include lubricating oils
which are obtained by
straight blending and with-
out any other added ingre-

| - : ' dients.
. , : BM“S l“MA I.IMITEI'I This is a revenue measure. R

ro .
wsn Ty Padi. Madras-50

@8 TI(iii) 11B
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1 2 3 4 5 6 7 8
. e ’
o) i) 12 Vogotable noacssential oils  MT  Rs.110.25  Rs.100.00 (L6 BUSES DON’T RUN ON FUEL ALONE
This is a measure of relicf that is incidental to the rationalisation of the ratc of duty on
procassed V. N. E. oils.
(10) I(xii) 14 P.iats & Varnishe:* 200 Tickets are necessary to keep our buses running. And also to get MORE
1(1) (i) Zinc oxids, red lead, Q Rs. 23.70 Rs. 30.00 buses to serve you more.
white lead, etc. )
(iiy Aluminium paste Q Rs. 90.00 Rs. 102.00 REMEMBER—nothing but TICKETS!
(2) Dry colours Q Rs. 20.70 Rs. 25.00 ; .
@) (i) Dry distempar 0 Ilis' 20.70 Rs. 25.00 Yes, you do buy them. But does everybody? Influence the others—and ensure
ii) Qil bound distemper Q 3. 36.60 Rs. 40.00 i
(i) Wator plgmont finishes L 0.4p WP that they, too, co-operate. | |
iv) Plastic emulsion paints L s. 1. s. 1.50 ' ibilitv. \ .
(4‘)((0 Tinting paste (bluc) 3 Re 90.00 Re. 100.00 In fact', it's 'part of YOUR responsibility. After all, MSRTC is a public
(ii) Stiff paints Q Rs. 23.40 Rs. 30.00 enterprise. It's YOURS !
iii) Roady mixcd paintsand L 78P Re 1.0 .
@ &%amgl? Hed pamR A Keep the HONESTY running—inside the buses!
Dispsrsed organic pig- Rs. 30.000 Rs. 300.10
e hrintiy «pLEASE DESTROY THE TICKETS AFTER ALIGHTING”
of textilss, cte. .
(5) Pigm .nts, colours, Q Rs. 2).73 Rs. 3¢.00 MSRTC — A SERVICE EVER ON THE MOVE!
paints and cnamgls, (if other thon | )
N.O.S. liquid form)
L 672p 0 i £ MYSORE STATE ROAD TRANSPORT CORPORATION
Iquid form T "
It (i) Varnishes L a2p 50 P ) Transpo.rt House
(i) Bituminous and coal- L 21.60 P 25P Shantinagar,
tar blacks. BANGALORE-27
III () Nitrocellulose lacquers L Rs. 1.80 Rs. 2.50
clear and pigmented,
and ancillarics, in liquid
form.
(ii) Nitrocellulose ancilla- Q Rs. 60.00 Rs. 100.00
rics in scmi solid and
pasty forms.
Rs. 1.68 Rs. 2.50

(iii) Cellulose lacquers, L
*  N.OS.
Note :—(1) Different effective rates which have been prescribed (by notification) for different varieties of pair
and varnishes based on the quantums of clearances have been suitably revised.

(2) The prescnt exemption in favour of roller coaling compositions has been withdrawn.
This is a revenuc measure,

Quality-wise

11 I(xv 14D Synetheiic organic dycstuffs* 159 a.v. 20% a.v. 240
(9 ) This is a 1evenue measure, g Ves you t e est ,
(12) I(xv) 14DD Synthetic organic products (Op- 159 a.v., 20% a.v. 23 | o
tical bleachiny, apents). .
(13) I(xvii) 14HH Fertiiisers 10 %a.v. 15% a.v: 1250
This 1Iis arcvenuc measurc. Conductor-grade aluminium rods Wire-drawing machines HV Switchgear
(9 focvi) 13 Seap —)30 ACSR (Aluminium Conductors Stee! Reinforced) {For terrous and non-lerrous items) Instrument transformers
I(1) Houschold and laundry 7.8% a.v. 109 a.v. AAC (All-Aluminium Conductors) Wire-stranding machines
(2) Others o 15% a.v. 209 a.v. Conductor accessories & tools (Tubular & Planetary)
11 Soap produced without the 7.8% a.v. 10% a.v. High-tensile galvanised steel core wire Laying-up machines

aid of power.

NoTtE :—(1) The present aggregatc effective rates for all types of soap (including houschold and laundry soap)
continue unchanged.

(2) Soap manufactured without the aid of power continues to be totally cxempt from duty.

Stay-wire

Earth-wire

Insufated aluminium cables

Salidal cables for underground power distribution

Teiephone cable assembling machines
Caterpilfar Capstans

Sector-shaping units
Bunching-machines

Other ancillary equipment

(3) To encourage the increased utilisation of certain minor oils (Ncem, karanj, kusum and sal) in the
manufacture of soap, the existing rebatc system is being further liberaliscd (by notification).
(4) ltisalso proposcd to grant rclief in duty (by notification) on soap using over 15%of rice-bran
oil in the total oil-content.
The measures indicated at (3) and (4) above arc expected to reducc the pressure on
usage of imported tallow and other oils in soap manufacturc.

 Regd. Office: Kundara, Kerala)
Consultancy & Engg. Services Division
11A/1, Mount Road, Madras-2 S ' v

easlerns-152

@ THE ALUMINIUM INDUSTRIES LIMITED
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WHERE WOULD YOU RATHER BE?

Your business is induastry.

FOR THAT YOU NEED INFRASTRUCTURE—
land, water, power, roads and what have you.
THEN YOU LOOK FOR INCENTIVES
—in hard cash, by way of subsidies.

AND THEN THERE ARE THE INTANGIBLES—
Which go under the name of ‘Climate’.

They include:
* favourable industrial setting

* sincere, co-operative labour

* helpful officialdom—willing to go all the way with you
* And above all—the people

* warm and hospitable!

There is a place which has all this—and more!

COME TO ANDHRA PRADESH

COME TO WHERE THE ATMOSPHERE IS

— - rem—— :
m - ).
IT IS THE THAT MATTERSI|
ATIAES o baca tha axnartice aained <22 ' lete designing and manufacture, t
EC, we have the expertise gained We undertake comp gning anutacture, to
i AtiA over theapast 40 yepars andg the h customers’ requirements, of Flue Tube Boilers, Water Treatment
experience needed to design and ‘ Plants, Demineralisers, Power Station Condensers,
fabricate highly sophisticated BTN Feed Heaters, Cqmpressed Air Fllters,_ Electric Control
machinery so vital to the i ’Ia> l & Panels, Distribution Boards, Submersible Pumps, etc.,
’ [P . g TR b ) S -
nation’s rapid industrialisation. (g e f
|
|
‘ l For further dotails, please contact:
m Bhandup, Bombay 78
Manufacturing Division af
LA.E.C. (BOMBAY) PVT, LTD.
43 Forbes Street, Bombay 1 '
Branch & Associated Offices: Delhi » Calcutts
Madras * Bangalore * Hyderabad : .

[ ——
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] 2 3 4 N 5 6 7 8
basy Ixix)  I5A Artificial or synthetic Resins 217
and plastic materials and arti-
cles thereof*
(1) Artificial or syntheric resins 369 a.v. 409 a.v.
and plastic marerialsin any
form. ...
(2) Articles made of plastics, 369 a.v. 409 a.v.
all sorts.
(3) Polyurethane foam 48% a.v. 50% a.v.
(4) Articles made of polyure 48% a.v. 50 % a.v.
thane foam.
NortE :—The aggregate effective concessional rate of duty (as a consequence of the merging of special excise
duty with the basic duty), as fixed by notification for a few varicties of plastic materials and articles
(such asrigid and flexible plastic sheeting, sheets, films, cic., maleic and phenolic resins, cellulose acetate
used for making acetate yarn etc.) remain unchanged.
(16) I(xx) 16 Tyres*
(1) Tyres for motor vehicles 48% a.v. 50% a.v.
(2) All other tyres 189 a.v. 209, a.v.
NotE :—(l) Cycle tyres and tubes and tyres for animal-drawn vehicles continue to be wholly exempted.
(2§ Exemption to smaller manufacturers of tyres (by notification) continues.
(3) Theeflectiverateinrespect oftyres for tractors has beenrevised from 189 2.v.10 209/ a.v.
(17N I(xxi) 16 Rubber producis* 68
(1) Larex foam sponge 48% a.v. 509, a.v.
(2) Plates, sheers, strips, etc. 3(%a.v. 309 a.v.
(3) Piping and tubing 18% a.v. 20% a.v.
(4) Transmission, conveyor 189 a.v. 20% a.v.
or elevator belts and belt-
ngs.
(18) I(xxii) 17 Paper, all sorts* 500
(1) Cigarette tissue Kg. Rs.1.20 Rs. 2.00
(2) Blotting, toilet, target, telee Kg. 60 P Re. 1.00
printer, typewriting, mani-
fold, bank, bond, etc. and
parchment board, coated
board, eto.
(3) Printing and writing paper, Kg. = 42P 50Pp
packing and wrapping pa-
per, etc.
(4 All other kinds of paper Kg. 60 P Re. 1.00

Effective rates

(a) Varicties of paper other Kg. 427 45 p
than board of a substance
of 40 gms. or more but not
exceeding 45 gms. per sq.
metre falling under Item

17(2).
(b) Pressed jute-felt sheets Kg. 42 p 45p
() Paper and board falling Kg. = 42P 45 p

under Item 17(3).

(d) Corrugated boards manu- Xg.
factured out of duty-paid
paper, board, etc.

8.4P op

Note :—(1) Prinfing and writting paper of a substance not exceeding 75 gms. per sq. metre (c ie-
_ ties) continue to pay the existing effective rate of 15 P pe Ki per s (commoner varie

(2 Hand made paper and boards, Newsprint and paper intended for printing of text books or other
books of general interest continue to be totally exempt from excise duty.
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(3) Straw board and millboard which are mainly produced in the small sector continue to pay the

present effective rates of duty.
(19) II(iv) 18 Rayon and synthetic fibres and
yarn*.

Effective rates (by Notification)

1. Staple fibre

(D) of cellulosio o1igin
(11) off non cellulosic origin

(a) acrylic fibre

(b) polyester fibre of not
more than 2 deniers.

(<) Others

2. Rayon and synthetio yarn
consisting entirely of cellulo-
sic derivatives o1 regencrated
cellulose or both—

(i) below 75 deniers

(i) 75 deniers and above
but below 100 deniers
(i) 100 denicrs and above
but below 120 deniers
(iv) 120 deniers and above
but below 150 deniers
(v) 150 deniers and above
but below 350 deniers
(vi) 350 deniers and above
but below 1100 deniers
(vii) Above 1100 denicrs

Norte :—Figures in brackets show the duty payable by manufacturers whose clearances of cellulosio fibre and
cellulosic yarn (visoose yarn and acetate yarn) taken together in 1966-67 did not exceed 36.5 lakh kilo-

gramntes).
3. Otber synthetic yarns

(a) Polyamide (nylon) yarn

(i below 30 deniers

( 1i; 30 deniers and above but
below 75 deniers

(iii) 75 deniers and above
but below 90 deniers.

(iv) 90 deniers and above
but below 150 deniers.

(v) 150 deniers and above
but not above 750 de-
niers. )

(vi) Above 750 deniers

Kg. Rs. 60.00

Kg.
Re. 1.00

Rs. 6.00
Rs. 33.33

Rs. 28.00
Kg.

(Rs. 11.40)
Rs. 9.80
Rs. 7.40
(Rs. 7.25)
Rs. 5.25
(Rs. 5.25)
Rs. 4.35
(Rs. 3.45)
Rs. 3.75
(Rs. 3.15)
Rs. 2.50

(Rs. 2.50)

Rs. 2.00
(Rs. 2.00)

Keg.
Rs. 30.00
Rs. 28.00
Rs. 24.00
Rs. 20.00
Rs. 8.00

Rs. 4.00

(b) Other than Polyantide (nylon) Kg.

yarn

(i) below 30 deniers

(i) 30 deniers and above
but below 75 deniers.

fiii) 75 deniers and z}bove
but below 100 deniers.

(iv) 100 deniers and above
but not above 750 de-
niers

(v) Above 750 deniers

Rs. 38.00
Rs. 33.00

Rs. 20.00
Rs. 16.00

Rs 4.00

Rs. 60.00  (—)950

Re. 1.0C

Rs. 6.00
Rs. 35.00

Rs. 30.00

No change

Rs. 35.00
Rs. 30.00

Rs. 25.00
Rs. 20.00
Rs. 8.0

Rs. 4.00

Rs. 40.00
Rs. 35.00

Rs. 25.00
Rs. 20.00

Rs 5.00

\pril 7, 1972

RE. AR
‘ GOIIVBI‘ﬁ ng tough rocks int
rocks into gold. The superiority of Indian
a record performance during 1970-71. The total turnover is well above Rs. 250

. MMTC is exporting one tonne of Iron Ore
\ GO LD Ore is now established in foreign markets.
crores.

every alternate second—converting tough
With the mechanization in ore handling and transport, the MMTC has effected

THE MINERALS & METALS
TRADING CORPORATION OF INDIA LTD.

EXPRESS BUILDING, BAHADUR SHAH ZAFAR MARG, NEW DELH)

\

SPECIAL BUDGET NUMBER 649
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"WORLD RENOWNED COMPLF P“
PLANTS & EQLIPMENT FROM
CIECHUSIOUAKY

TURBO

COMPRESSORS

GOOLING

COMPRESSORS

PLANT FOR 1T & HT INSULATORS

SILICON POWER DIODE8

SIICON P

b4
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&

5. Yarn spun—

Exported by . ® | pl‘aQOIIIVESt

Praha-9,Czechoslovakia
For details please contact

SKODA. (INDIA) PVT. LTD.

. 6th Floor, Akash Deep, Barakhamba Road, New Delhi. §.
; ©w . Branches - . =
Vulcan ins., Bidg. Veer Nariman Road, - |  P-38, Mission.Row. Extension Fagun Mansion c-m.c Road
thyzo ] coloants Madras-.
o

4. Yarn spun—
€3] wholly out of synthetic

staple fibre of cellulosic
origin, or

(b) out of staple fibre afore-

said and cotton only,
provided that the cotton
content of the yarn does
not exceed 10 per cent
of its weight

(i) of 69 or more counts

(ii) of 51 or more
counts but less than
69 counts

(iii) of 40 or more
counts but less than
51 counts

(iv) cf 34 or more
counts but less than
40 counts

(v) of 29 or more
counts but less than
34 counts

(vi) of 22 or more
counts but less than
29 counts

(vii) of 14 or more
counts but less than
22 counts

(viii) of less than 14 counts
(¢) out of staple fibre afore-

said and any natural
fibre other than cotton,
provided that the natu-
ral fibre content of the
yarn does not exceed 10
per cent of its weight

(a) wholly out of synthetic

staple fibre of non-cellu-
lasio crigin other than
acrylio fibre, or

(b) partly out of the staple

fibre aforesaid and part-
ly any other fibre «r
fibres, provided that the
natural content of the
yarn does not exceed
109 of its weight—

if the non-cellulosic fibre
content of it is—

(1) 50 per cent cr more

(ii) less than 50 per
cent but not less
than 25 per cent

(iii) less than 25 per
cunt. but more than
10 per cent.

(iv) 10 per cent. or less

Kg.

Rs. 1.00
Rs. 1.00

%P

80P

60 P

45 P

0P

Nil
Rs. 6.00

Rs 14.00
Rs 8.00

Rs 8.00

Rs. 6.00

Rs. 1.50
Rs. 1.25

Rs 1.10

80P

70 P

2P

2P

0P
Rs 7.50

Rs 15:00
Rs 12.00

Rs 10.00

Rs. 7.50
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6. Yarn spun either wholly out Kg.
of acrylic fibres or partly of
such fibre and party of any
natural .fibr or the natural
fiber content cf such yarn not
being more than 10 per
cent.—
I. (1) manufactured onwcrsted  Kg.
system—
(a) hand-knitting Rs. 6.0 Rs. 7.00
(b) cthers
(i) of 40 counts Rs. 12.80 Rs. 14.00
and abcve
(ii) of abcve 20 Rs. 7.00 Rs. 8.00
counts but be-
lcw 40 counts
(i) of 20 counts Rs. 3.60 Rs. 4.00
and below.
II. (2) manufactured on other 80 P Re 1.00
systems.
7. Godet, undersize cakes,reel- Kg.
ing, coning waste, wct, hand,
winder cut, spool cut and
other wastes
(1) of cellulosic origin 80P Re. 1.00
(ii) Others Rs. 4.00 Rs. 5.00
Note:~—(1) Tarifl description has been changed so as to clarify the scope of the item
(2) Spun (discontiuuous) yarn containing less than 909 by weight of man-made fibres calculated no
the total fibres content will now be classumblc_ under the newly created Item No. 18E. Conse-
quently , there is an account transfer of revenue involved.
(20) I 18A Cotton yarn etc.* (-- )60
(1) of counts 29 or more Kg. Rs. 6.50 Rs. 5.00
NoTE ‘—(1) Tariff description has been revised so as torcstrict he scope of this Item to s .
: which contains not less than 909, by weight of cotton, calculated on the totaluici};)r:oct:g:seﬁn;(:tl'%
containing less than 909 of cotton would now be classifiable under the new Item 18E. Conse-
quently there is an account transfer of the Revenue to Item No. 18E. '
(2) The present effective rates continue unchanged. o
2D I1(vi) 18B Woollen yarn* ()15
(1) Worsted yarn —
(a) of 48s counts and more 262 % g.v. o,
(b) of less than 48s counts 20'%{"_\,_ ggo//" :'z'
% a.v.
(2) Others 109 a.v. 10% a.v.

Effective rates (by notification)
1. Worsted yarn—
(a) Hand knitting

(1) grey 4.67% a.v. o
~ (ii) processed and/or dyed 12.67% a.v. 1§°//: i.\‘;.
(b) Hair belting yarn 2.67% a. Lo ™
(¢) Others— % av. 3% a.v.
(i) of 48s counts and above 19.33% a.v. 20
(ii) of above 2ds but below 485 11.33% g v 45 3.V.
counts. 3%av. 12%av.
(iti) of 24s counts and below 4.67% a.v. 59 av
2. Woollen yarn s(containin 7.330 s
not less than 60 par cent oF 3%av. 7.5% av.

wool and not more than §
per cent of virgin wool)
commonly known as shoddy.

April 7, 1972 ' SPECIAL BUDGET NUMBER

GARMENT MANUFACTURERS
CHECK YOUR TICKETS BEFORE YOU TAKE-OFF !!

Qer MAC"\

THIS IS IT..

A Travel Ticket to all Garment-manufacturers taking off for a safe and successful cruise . . .
to the increased marketing outlets, conscious buyers and connoisseurs with impeccable
taste In garments . Ticket No. 50 and 60 are the Code-Tickets detailing all vital specifi=
cations to mest the various requirements of modern Garment-manufacturers . . these tickets
are for our quality threads specially made for high-speed sewing machines . .threads which
are adequately lubricated to facllitate efficient operation, uniform stitching and minimum
breakages .they are balanced to meet the exact requirements of the fabric to be stitched
. . threads that give a parfect sewing to cuffs, collars, seams and cut a fine figure out of
every buyer's persenality,

Modi Thread Mills produce finest threads on sophisticated machinery, with latest technical
advancements from choicest raw material.

Remember, these tickets are your guarantee to progtessive Garment-manufacturing.

@ MODITHREADMILLS ‘%@
MODINAGAR (U. P.)

PORT OF MADRAS

A MAJOR PORT ON THE EAST COAST OF INDIA
ROUND THE CLOCK NAVIGATION

PROVIDED WITH MODERN EQUIPMENTS

CONCESSIONAL FACILITIES TO EXPORT CARGOES
QUICK TURN ROUND OF VESSELS
OUTER DOCK TO HANDLE BULK CARRIERS & TANKERS

UNDER CONSTRUCTION
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- Rhatau

voiles

Atk for " Cum-Cum” and
& matching ' Kavhur s Bloute

H ., ' : "
THE KHATAU MAKANIE SPG & WVG. €O, LTD., Head Office: Laxmi Building, Ballard Estate,
Bombay-1. Mills: Haines Road, Byculla Bombay-27. Wholesale Clothshop: Govind Chowk,
Mutji Jetha Market, Bombay 2. Retail Stores: Hashim Building. Veer Nariman Road, Bombay.1.
Ganesh Wadi, Sheikh Memon Street, Bombay-2. Mills Premises, Haines Reoad. Bombay-27

BISTA'S.KMG 178

April 7, 197.
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Contributes

Die Castings and Tooling

for Industries, big and small. @)

TANSI DIE GASHNGS, Guindy, Madras-32

e Die Castings in Aluminium of
Zinc from 5 grams to 5 Kgs. to
close tolerance manufactured in
our battery of Pressure Die
Casting  Machines.—Capacity
5 tons to 500 tons.

23)

e With inbuilt Tool Room
facility.

(24)
e Caters to Automobile, Electri-
cal and Instrument Industries.

TANS| TOOL ROOM, Guindy, Madras-32.

e Design and manufacture of
Dies, Jigs. Fixtures, Press

Tools, Forge Dies etc. to

customers’ specifications.

e Equipped with most modern

Precision Tool Room

Machines.

Enquiries solicited

Managing Director,

TAMIL NADU SMALL INDUSTRIE

CORPORATION LTD.,

(A Government of Tamil Nadu Undertaking)
35/2,Woods Road, Madras-2.

Please visit our sales Centres at
(1) 113 N.C.S. Bose Road, Madras-1;
(2) 312, Cross Cut Road, Gandhipuram, Coimbatore-12;
(3) 23-27, American College Building, Goripalayam, Madurai-

2 3 4 5 6 7 8
3. Woollen yarn made from 7.33% a.v. 7.5% a.v.
tannery or stripped wool.
4. All others, N.O.S. 10 0/0 a.v. ]O% a.v.

NortE —Tariff description has been revised so as to restrict the scope of this Item to such yarn, which contains
not less than 90 % by weight of wool, calculated on the total fibre content. Yarn containing less than
90 % of wool would now be classifiab.e unde r the new Item No. 18E. Consequently there isan account
transfer of revenue to that Item.

II(vii) 18C Silk yarn.

NortE ‘—This is a newly created Item having no revenue significance, as it has been wholly exempted from duty
(by notification). The creation of this Item is intended to preclude such yarn from being assessed under
tariff Item No. 18E.

II(vii) 18D Jute Twist, yarn, thread, ropes MT  Rs. 385 Rs. 400 120

and twine, all sorts*
NoTE ‘—(1) This is 2 new item created out of the eXisting Tariff item No. 22A. These products which were

falling hitherto under Tariff Item 22A(ii) would now be covered by this Item. In effect this makes
no difference as the proposed rate of duty is the same fo r both items.

(2) On this Ifem, a regulatory duty at 50 % of the basic duty is chargeable (by notification). This is
only a continuance of the existing situation for the levy of regulatory duty on the above products
by virtue of their so far falling under Item No. 22A.

(3 See also SI. No. (29)—*“Jute manufactures™.
TI(vii) 18E

209 a.v.

Yarn, all sorts, not elsewhere  Kg.
specified, containing any two
or more of the following

Different rates Rs. 50.00 17C0
depending on
the Items un-

fibres, namely — der which

such yarns are

(i) cotton at present
(ii) silk assessed to duty.

(iii) wool

(iv) jute (including Bimlipa-
tam jute or mesta fibre)
and

(v) man-made fibres.

Effective rates

1. Yarn containing partly syn- Kg.
thetic staple fibre of non-
cellulosic crigin other than
acrylic fibre and partly any
other fibre or fibres, the con-
tent of such synthetic staple
fibre being more than 50 %
by weight of such yarn—

If non-cellulosic fibre con
tent of it is—

(i) more than 55%,

(ii) more than 50 % but not
more than 55%.

Yarn containing partly syn- Kg.
thetic staple fibre of cellulo-

sic origin and/or cotton and

partly wool and/or synthetic

staple fibre of non-cellulosic
origin, the content of synthe-

tic staple fibre of cellulosic
origin and/or cotton being

more than 50 %, by weight of

such yarn—

If the non-cellulosic fibre

content and/or wool fibre
content of it is—

Different rates
depending on
the Items un-
der which such
yarns are at

present asses-
sed to duty.

Rs. 15.00
Rs. 7.56

¥}
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4

2 3 4 5 6 7 8

(1) 409, or more but not
more than 50 %;.
(ii) 209 or more but less
than 40 Y.
(iii) less than 209

. Yarn containing partly wool

and/or acrylic fibre and part-

ly any other fibre or fibres,

the wool and or acrylic fibre

content being more than

50 % by weight of such yarn—
(1) Worsted yarn—

(a) Hand knitting—
(i) grey

(ii) processed and or

dyed.
(b) Hair-belting yarn
(c) Others—

(i) of 40 counts and

above
(ii) of above 20
counts but be
low 40 counts.
(iii) of 20 counts
and below.
(2) Yarn (containing
not less than 609 of
wooland not more than
59 ofvirgin wool) com-
monly known as shod
dy.
(3) All others

. Yarn containing partly silk

fibre and partly any other
fibre or fibres, silk fibre con-
tent being more than 509
by weight of such yarn.

. Yarn contlining two ofr

more of synthetic staple fibre

of cellulosic origin, jute fibre

(including Bimlipatam jute

or mesta fibre) and cotton,

jute (including Bimlipatam

jute or mesta fibre) content

being less than 509, by

weight of such yarn—

of 69 or more counts

of 51 or more counts but less

than 69 counts.

of 40 or more counts but less
than 51 counts.

of 34 or more counts but less
than 40 counts,

of 29 or more counts but less
than 34 counts.

of 22 or more counts but less
than 29 counts.

of 14 or more counts but less
than 22 counts.

of less than 14 counts

. Yarn containing partly jute

(including Bimlipatam jute
or mesta fibre) fibre and

Ks.

Kg.

Kg.

| Kg.

Rs. 8.00%
Rs. 6.00§
Rs. 4.00%

Rs. 1.38
Rs. 7.15

83p

Rs. 11.30
Rs. 5.58

Rs. 1.38

56 p

Rs. 1.35
Rs. 15.00

Rs. 1.50
Rs. 1.25

Rs. 1.10
80 P
70 P
2p
2P
10P

- Nortk :—(1) Tariff description has been changed to specify the scope of this Item and to e

partly any other fibre or

fibres (other than cotton

fibre and synthetic staple

fibre of cellulosic origin),
the jute (including Bimlipa-

tam jute or mesta fibre) fibre

content being more than 50 9,
by weight of such yarn.

7. Yarn, not otherwise specified. Kg. Rs. 10.00
(§In case of yarn of 34 NF counts or less, the duty shall be reduced further by Rs. 2.00 per Kg.).

Note —(1) These yarns which are at present classified under the existing Items Nos. 18, 18A, 18B or 22A,
as the case may be will henceforth come untder this Item. Consequently, the additional revenue
shown against this Item is an account transfer revenue from the above-mentioned Items at the pro~
posed rates.

(2) The special procedure applicable to the payment of yarn duty in the manufacture of fabrics, is
extended to this Item also but is restricted only to such yarn containing, parly more than 40 %by
weight of cotton, and partly any other fibre or fibres, the wool or silk content being less than 40 %

"by weight of such yarn. In other words, yarn at present by and large classifiable as cotton yarn
for which the special procedure has ebeen extended will continue to avail of the procedure and the
existing rates spplicable under the special procedure will remain unaltered.

T(exiii) 19 Cotton fabrics
I(1) Coating, suiting, tussors, 12 % awv. 15% a.v.
corduroy, gaberdine, bed-
ford, satin, denim, loppet,
butta fabrics, etc.

Note i—(1) Tariff description has been amended so as to exclude fabrics containing 50 % or more off jute by
weight from falling under this Item. ‘
(2) Though the Tariff rate has been revised, in respect of sub-item I(1), the present effective rates
(prescribed by notification) remain unchanged.
I(xxiv) 20 Silk fabrics*
(1) Silk fabrics; other thanem- SM 36 P 5P
broidery in the piece, in
strips or motifs.

Note :—(1) Tariff description has been amended so as to exclude fabrics containing 50 % or more of jute by
weight from falling under this Item.

(2) Though the Tariff rate had been revised in respect of sub-item (1), silk fabrics would continue to
be wholly exempted from duty.

(xv) 21 Woollen fabric *

(See Sl. No. (59) under ‘C’ — Additional
Duties of
Excise in lieu
of Sales Tax).
I(xvi) 22 Rayon or artificial silk fabrics*
(See Sl. No. (60) under ‘C’ — Additional
Excise Duties
in lieu of
Sales Tax).
I (viii) 22A Jute manufactures not otherwise : 56
specified.
(> Hessians : MT  Rs. 605 s. 6
(i’ Others MT Rs. 385 ll%s. 4(())8

xclude from it jute

twist yarn, thread, ropes and twine which would now fall under the newly created Tariff Item No.

18D.
(2) Consequently, there is a corresponding account transfer of revenue to Tariff Item No. 18D.

(3) There is a regluatory duty on goods falling under sub-item (ii) of this Item whith B °
of the basio tfuty as gefore. The additional revenue accrualis due to the merger ofrg;?:;n;ua;; ivolt/h"
special excise duty and rounding off of he resultant rate on sub-item (ji) slightly upward. '

(4) Jute twist, yarn, thread, ropes and twine henceforth classifiable under Item No.
regulatory duty under that Item. 0. 18D would pay
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(30) II(ix) 22AA Textile fabrics not elsewhere Different 15% a.v. —
specified and containing any rates depend
two or more of cotton, silk, ing on the
combination

wool, jute and man-made
fibres. :

of the various

fibres contained

in the fabric.

NoTE :—This is a residuary item for fabrics not otherwise covered by the revised Tariff Item Nos, 19,20, 21 and 22/

31 I(xxvii) 23 Centent”
Effective rate
This is a revenue measure.
32) Iox) 26 Steel ingots, etc.

Effective rate

MT
MT

NoTE :—Regulatory duty is chargeable (as hitherto) on this Item at 50 74 of the proposed effective rate.

(33) T(oaxi) 26AA Iron or steel products

blooms, billets, etc.

(ia) Bars, rods, coils, wires,
joists, girders, angles other
than slotted angles etc.

(ii) Plates, sheets, etc.
(iii) Flats, skelp and strips

(iv) Pipes and tubes, all sorts,
etc.

(v) All other steel castings

(i) Semi-finished steel including MT

MT

MT
MT
MT

MT

25.2% awv, 259 a.v.

24% a.v. 25/% a?’v. 21
Rs. 75.00 Rs. 100.00

Rs. 75.00 Rs. 97.50 %

3420

Rs. 50.008  Rs. 75.00§

Rs. 50.00§ Rs. 75.00§

Rs. 300.00§ Rs. 500.00

Rs. 300.00§  Rs. 360 .00§
15% a.v.§8 Rs. 500.00§§
5% a.v.§ Rs. 200.00

§plus the excise duty for the time being leviable on stecl ingots.
§$ plus the excise duty for the time being leviable on pig iron or steel ingots as the case may be.

Effective rates (by notification)
(1) Semi-finished steel includ-
ing blooms, billets, etc.
(ia) Bars, rods, coils, wires,
joists, girders, angles other
than slotted angles, etc.
(i) (1) Uncoated plates
(2) Cold-rolled sheets
(3) Galvanised plates, sheets
forms ctc. :
(4) Others
(iti) (1) Skelp ,
(2) Cold-rolled strips
(3) Hot rolled strips
(4) Flats not exceeding -
5 mm. thickness.
(5) Flats exceeding 5 mm.
thickness but not ex-
ceeding 10 mm.
(6) Flats exceeding 10 mm.
thickness.

(iv) Seamless pipes and tubes
(v) Steel castings

'Norte :—(I) In the case of steel pipes and tubes produced out
payable. Likewise in the case of steel castings

MT

MT

MT
MT
MT
MT

MT
MT
MT
MT

MT

MT

MT
MT

finished steel etc. no further duty is recoverable.

(2) Regulatory duty is chargeable (as hitherto

- proposed basic deffective rates of duty.
(34) I0oaxii) 27 Aluminium*
(@) (i) in any crude form in-

cluding ingots, bars,

blocks, etc.

Rs. 125.00
Rs. 125.00

Rs. 125.00
Rs. 250.00
Rs. 325.90

Rs. 175.00

Rs. 250.00
Rs. 250.00
Rs. 175.00
Rs. 175.00

Rs. 135.00

Rs. 125,00

Rs. 125.00
Rs. 75.00

of duty-paid plates, sheets, etc. no further duty

Rs. 162.50
Rs. 162.50

Rs. 175.5%
Rs. 325.00
Rs. 422.50

Rs. 227.50

Rs. 325.00
Rs. 325.00
Rs. 227.50
Rs. 227.50

Rs. 175.5%

Rs. 162.50

Rs. 175.5%

Rs. 97.50 i

produced out of duty-paid steel ingots or ”m.g

30% a.v,

) on the products falling under this Item at 50 % of the

418
30% a.v.
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Life

TRU-WEL ERW steel tubes,
Brampton cycle fittings,

To the majority of India’s
millions, life is a cycle...of
honest effort and gratifying Olympic, Brooks and

fulfilment. The cycle--. Hector saddles, Hercules
strong, durable, reliable, and Tl cycle chains and

teconomlcal transport on Miller dynamo lighting sets
Wo wheels. Bringing them  for the cycle industry and

the priceless gift of mobility. trade. TRU-WEL ERW steel

Iving them a means to
better their lives with.
Indeed, the cycle is part
of their very life.

Tlis in the cycle world —
in fact, the leader of it.
Just as Tl leads in the
manufacture of cycle
accessories, ERW steel
tubes, roller chains and Proprietors of:

metal sections. Tl Cycles of India— Tube
What we make now: The Products of India— The
world-famous HERCULES, Wright Saddles of India—
» PHILLIPS and BSA cycles T| Metal Sections
which have set standards  Subsidiaries : T| Diamond
of unequalled quality in Chain Limited —
over 135 countries. T) Miller Limited

tubing, cold-rolled steel
strips, Diamond roller chains
for heavy and light |
engineering industries and
METSEC cold roll-formed
metal sections.

TUBE INVESTMENTS
OF INDIA LTD.,

Madras 1

SPECIAL BUDGET NUMBER

Thingsg
wrl:h Coke Caty

"Coca-(:ola". and “Coke’* are the registered trade mark:
which identify the same product of The Coca-Cola Compary

659
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vour savings win U B )

-}

transport operators professionals

el
Save allyoucan

@ vour savings will earn rates of interest
ranging from 49, to 739,
® Interest income upto Rs. 3000 p.a. is not taxable:
» Bank deposits upto Rs. 1.5 lacs exempted from
wealih tax
o savings also mean increased production and
! arnployment to thousands

"’? artisans

industrial entrepreneurs

/m

(A Government of India Undertaking)

Rt apm

% and others
1t

vger Srad

[P

the demand is for.

‘LUNISTAR’

when the call is for
top quality PVC cables

Our cable engineers, and specialists from
manufacturers of PVC compound, work
in close co-ordination to produce cables
ideally suited for any given application.
This is why those who iook for

stability, durability and economy get

t all in UNISTAR Cables.

UNISTAR PVC CABLES are being made
in single and multi core construction for a
wide range of applications in working
voltages upto 6600 V and above.

First with the fargest core area— 1600
sq. mm.—UNISTAR Cables are also first
with aluminium screened railway
signalling cables.

Enistar'——-the first name in Cables

&

Made In collaboration with B.1.C.C. U.K. by:
Universal Cables Limited
Birla Colony. Satna (M.P.)

Leading manutacturers of power control.
trailing and specality cables ACSR

conductors and paper and power factor capacitors,

April 7, 1972
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1 4 5 6 7 8
= (i) Wire bars, wire rods, 309 a.v. 309 a.v.
and castings, N.O.S.

(b) Plates, sheets, circles and 309 a.v. 30% a.v.
strips in any form or size,
N.O.S.

(c) Foils, of thickpess not ex- 249 a.v. 309 a.v.
ceeding 0.15 mm. :

(d) Pipes and tubes other than 30% a.v. 309 a.v.
extruded pipes and tubes.

(¢) Extruded shapes and sections 30% a.v. 30% a.v.

(f) Containers made of alumi- 30% a.v. 30%a.v.
nium.

NotE :(—(1) The existing description of Aluminium foils (sub-item (c)) is being revised in the interests of ¢lari-
fication. However, these foils will continue to pay duty at the existing effective rate of 249 ad
valorem.

() Therate of set-off in respect of products falling under sub-items (b) to (f) applicable to secondary
manufactures has been increased to Rs. 1065 per MT.

(3) Regulatory duty of excise at present levied at 259 of the basic effective duty will henceforth be
levied at an increased percentage of 33} 7; of the proposed rates (basic or effective) as the case may
be.

v (35) I(xxxiii) 28 Tinplates etc.* MT  Rs. 400.00 Rs. 600.00 110
Effective rate : MT  Rs. 400.00 Rs. 520.00
NoOTE :(—Regulatory duty which was leviable at 50 9 of the existing rate would henceforth be leviable at 40 %
of the proposed effective rate. : A
36) I(xxxvi) 30 Electric motors and parts*
(1) for use in circuits of less than 18% a.v. 20% a.v. 165
10 amperes etc.
(2) for use in circuits at a pres-
sure exceeding 40€ volts and ,
(i) with a rated capacity of 12% a.v. 15% a.v.
not exceeding 10 HP, ‘
(i) exceeding 10 HP v 6% a.v. 10% a.v.
(3) All others 18% a.v. 20. % a.v.
(4 Parts of electric motors 18% a.v. 209% a.v.
Note :—The proposed tariff rates are also the effective rates excepting for electric motors falli -
item 2(ii) where the effective rate has been fixed at 7.5/ .a.v. (by notification). afling - under sub
@37 10ackvii) . 31 Electric Batteries and parts* o1
(1) Dry ' 18% a.v. 20% a.v.
(2) Storage ] 16.5 %av. 20 % a.v.
(3) Parts of storage batteries, 19.25% 25% a.v.
namely, containers, covers
and plates.
Effective rates
(1) Dry _ 18% a.v. 20% a.v.
(2) Storage batteries 16.57; a.v. 17.5%, a.v.
(3) Parts of storage batteries 19.25% av.  20% av.
Compounded levies for plates for storage
batteries
(a) produced by a manufacturer Rs. 412.50 Rs. 425.00
for usc as component parts in r th - ;
the manufacture of electric per mon per month
batteries in his factory.
(b) Otherwise Rs.660.00  Rs. 700.00
.. per month per month
This is a revenue measure. S
(38) II(x) 33A Wireless receiving sets, all sorts, 120

including transistor sets, radio
grams with or without loud--
speaker*
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(1) Btoadcast television receiver B 2689, a.v. 20% a.v. ‘
(2) Others 2629 a.v. Rs. 300.00 :
per set ;
Effective rates '
(12 Broadcast television receiver sets 109 a.v. 109 a.v. \ ”
(2) Radiograms and radios with 26 Y a.v. Rs. 300.00 ' ’ -
fitting record-players/record- per set ‘
changers. '
(3) Others—
Sets whose price at the Per
point of sale to the consumer  Set _B
exceeds does not exceed - g - | | ' - .
- !
Rs. per set Rs. per set ) :
(Q% = 165@ Iés. 10.00  Rs. 12.00 - |
(i s. 20.00 Rs. 24.00 .- i 1 7 71
Gi)y 225 300 Rs. 28.00 Rs. 40.00 “'—Per Ormance urlng : = /
v) 300 375 Rs. 40.00  Rs. 60.00 : | |
) 375 475 Rs. 66.67  Rs. 90.00 - N v
vi) 475 575 Rs. 93.33 Rs. 120.00
(vii) 575 675 Rs. 120.00 Rs. 160.00
(viii) 675 — Rs. 133.33 Rs. 200.00
(@Exempt from duty if made in the small-scale sector).
NotE :—(1) Tariff description has been recast. o il
(2) This is a measure to raise revenue so as to - Cru_dg Oil '3
offset an equivalent amount of revenue Refined:
foregone on transistor and semi-conductor 6.34 mill:loh :
diodes since wholly exempted. (See Sl. tonnes. ] ~ Products moved
No. 74 under ‘D’—Changes proposed by ‘ through Pipelines:”
Notification). 1 :
otification) : 2.62 million tonnes
UTTAR PRADESH FINANCIAL CORPORATION Sales:
offers 12 million
SPECIAL CONCESSIONS FOR INDUSTRIES IN SPECIFIED BACKWARD DISTRICTS OF THE STATE. kilo litres
RéTE‘O; INTERESIT duced to 6% (Effective) if refinance fro ﬁ)BI i iled of and afl | {epresenting
o, i (] .a, ective) 1l renna m Is availed O H m
L e is under correspondence, s finalised. g and afleran agreement with the State | 51.6°. of :
ARGIN | ) Dorestic Turnover:
10% to 209, (as against normal margin of 25% t0 50%). Incase of technical entreprencurs the margin has been reduced to 10% EXPort earnings: Oil Trade) . Rs. 720 crores

if the loan amount does not exceed Rs. § lacs.

GESTATION PERIOD .
Longer gestation period for commencement of repayment upto 4 years, instead of 2 years, from the date of the first disbursement
of the loan.

PERIOD OF REPAYMENT

Longer repayment period upto 15 years,

REDUCTION IN OTHER CHARGES '

509, reduction in processing free and legal charges and commitment levy.

EXEMPTION FROM PAYMENT OF GUARANTEE COMMISSION

The guarantec commission, payable by Small Scale Units, whose cases are referred to credit guarantee organisation, is borne by
the Corporation on their behalf.

Rs. = b ¢rores

- ’ ) . ) i I ar \

Profits: 3 Dividend: mt 5 /
Rs.15.77 crores Rs. 4.98 crores p== 2SS Rs. 119,88
(Cumulaiive Profit ‘ (Cumulative dividend ' crores

derail i : cum i
For further details enquire from: f%. 73 5 crores) Rs. 23.87 crores) ( ulative)

Head Office : 14/88, Civil Lines, Kanpur-1. (Telephones: 66652, 64723, 53003 & 63412)
hes : i) 27/1, North Vijay Nagar Colony, Agra-4 (Tclephone: 63729)

Branches ((ﬂ) s Ry Bagh, Bareilly. (Telepgione: 3356)

(iii) 160, New Gandhi Nagar, Ghaziabad (Meerut). (Telephone: 2491)

(ivg Shardanand Betia Hata, Gorakhpur. (Telephone: 1767)

&b Unival Lodge. T A Nt 0‘(1%11253)' 4A7)

vi niyal , Talli Tal, Nainital. (Telephone:

OB G812 Chandria ‘Coiony, Sigrs, Varanas,,  (Telephone: 65449) INDIANOIL
Dr. P. ASTHANA N.S. MATHUR, LAS.

General Manager Managing Director Aviation Service: //

\ «IND! )
- v At 68 airtields a national trsd for ) |AN 0|LCORPORAT|ON UM| D

N

S ﬂ

meeting /07, of aviation /ﬂﬁ'}ii],?";""-' ey e bt ] “‘-fr
. GV econnmic prosperily L A IR R S LAY RIATIRERT

[ o,

~~—
-..
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Though you live in Indis, in Asia, the security of
Europe. the peaceful co-sxistence of the European
peoplss and states Is bound to be in your interest
as itis in ours,

EASTERN ECONOMIST

The situation in Europe is still burdened with
unsolved problsms.

And here we come to the point, 5 POINTS ,in fact.

Here is the GDR's contribution to ssfegusrding
peace in Europe, formulated in § points.

§ POINTS you should know :

Without prior conditions THE GDR WORKS

FOR THE EARLY CONVOCATION OF A EUROPEAN

SECURITY CONFERENCE.

"B THE GDR MUST BE ADMITTED TO THE U.N.
This would correspond to the principle of
universality of the world organisatien.

CONSULATE GENERAL OF THE GERMA
2, Nyaya Marg,

Bombay: 122, Dinshaw Wache Road
Calcutta : 7-B, Middiston Strest

CONSULATES-

The GDR respscts the sovereignty of other

“ The GDR advocates the esteblishment of

The GDR Is ready to normelise reletions

These are the GOR's $ POINTS, her share
in the struggle of the soclalist community
of states, her Panch Shesl for the security
in Burope.

N DEMOCRATIC REPUBLIC IN INDIA
New Dsihi.

oY /”/////%
Ly % "
%ﬁ/%% Ll

/
M

v

states. Every state should respect the sove-
seignty of the GDR and ESTABLISH NORMAL
DIPLOMATIC RELATIONS with her.

normal relations with the FRG according to
the principles of international law as they
are reflected afready in the Transit Agreement
signed betwsen the GDR sad FRG o
December 17th, 1971. :

with West Berlin which is situated on her
territory. That was proved slready by the
srrangements signed bstween the .GDR
Government and the West Berlin Ssaste on
Decomber 20th, 1971,

Madras : 1/1, Kodambakkam High Read,
Nungambakkam

[ZRE R IFNeIN
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7, 1972 SPECIAL BUDGET NUMBER ’ 665

2 3 . 4 5 6 7 8
| Existing Proposed |
I(xii) 37 II. Cinematograph Films Bxposed* Metre  ofa  below  of é below 10

width 30 mm. width 30 mm.
of 30 width  of 30 width
mm. or mm. or
higher higher

(1) News reels and shorts not 60P 36P Rel.0050P
exceeding 500 metres

(2) Feature films, advertisement
shorts and films not other-
wise specified.

Effective rates (by notification)

Rs. 1.80 Rs. 1.20 Rs. 2.00 Re. 1.00

Existing Proposed
Rate of Rate of duty  Rate of Rate of du
duty for films “duty for :ﬁlm*;y
for which are for which are of
films of a width of films a width of 30
which 30 mm. or which  mm. of higher
are higher and are and
below — below
30 mm not exceed- 30 mm not eXceed-
in exceed- ing in eXceed- ing
width ing 4060 width  ing ing
4000 metres - 4000 4000
mefres in metres metres
in length _in in
length length  length
(per metre) ; (per metre)

a b
L. ¥ilms made in black awd white ® @ @ @ ©
Prints of fiims cieared or home
consumption within twewe
months from the date of certi-
fication by the Central Board
of Fiims Censors :—

(i) First 12 prints Nil Nil  Nii Nil i i
(ii) Next 8 84P 120P 180P 0P I5P 25
(1ii) Next 15 144P 21.6P 32.4P 15P 25P 4]
(iv) Next 15 26.4P ° 38.4P 540P 25P 40P 601
(v) Next 25 _ 39.6P  54.0P 66.0P 40P 60P 8]
(vi) On the balance prints 540P 72.0P 84.0P 60P 80P 10!
IL. Films made in colour ‘
(i) First 8 prints 6P 9p 12P 10 '
(ii) Next 12 12P 8P 4P ISP 2B 3
?u) Next 15 21.6P  324P 43.2P 25P 35P 50
wg Next 15 33.6P  49.2P  66P 40P NP 70
() Next 10 50.4P 67.2P 4P 6P 75P 100
(va) Next 20 504P 672P  84P 85P ICOP 150

(vi) On the balance prints 63.6P W0.0p 114p 8
. \ P . . . : SP 100P 15
NoOTE :—Prints of films whether in Black and White or in Colour, cleared for h i
fron} the date of certification by the Central Board of Fiims Censors woulocin ceoggitrl)suuen:(t)p&o&eﬁtg t}rz m%ntt}
Newsreets and shorts not exceeding om ait

500 metres
@ of a width of 30 mm o1 higher Per 7.2P 8P
. . Metr
(iiv of a width less than 30 mm. Per ° 48P 5p
Metre

II(xi) 37B Cinematograph projectors The tariff description has been amend-

ed to include parts. The rate of dut
on parts has been fixed at 309 a.v.dbusé
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only cetain specified parts would be
' ) liabie toduty (by notification).
“n I(i) 1A Confectionery and chocoiates
(1) Boiled sweets, toflees, cara- Kg. 80P Re. 1.00
mels, candles etc.
(4) Chocotates Keg. 80P Re. 1.00
Effective rates
for (1) Kg. 30P 30 P
for (4) Kg. 8P 3P
42) 1(6)) 4 II(i) Cigars and cheroots™ 100 Differentrates Rs. 25.00 Nil
num- depending on
bers  the vaue siabs
NotE : —Cigars and cheroots will continue to remain exempt fram duty.
43) I(v) 6 Motor spirit* KL  Rs. 920.00 Rs. 1000.00 Nil
Effective rate : KI. Rs. 920.00 Rs. 920.00
449 T(vii) 8 Reﬁq?d Diesel* oils and Vaporis- KL  Rs. 489.00 Rs. 500.00 Nil
ing oil.
E ffective rate : KL Rs.461.05  Rs. 461.05
45) I(viii) 9 Diesel oil, Not Otherwise specified* KL  Rs. 168.25 Rs. 200.00 Nil
Effective rate : KL Rs. 95.55 Rs. 95.55
(46) 1(ix) 10 Furnace oil KL Rs. 74.45 Rs. 100.00 Nil
- Effective rate : KL Rs. 70.75 Rs. 70.75
€] I(xiih) 14BB Sodium Silicate 25% a.wv. 209, a.v. Nil
. Effective rate : 15% a.v. 15% a.v.
4® I(xiv) 14C Glycerine Q Rs. 17.00 Rs. 20.00 Nil
Effective rate : N Rs.17.00 Rs. 17.00
49) I(xvi) 14F Cosmetics and Toilet preparations* 30% a.v. 30% a.v. Nil
NoTE :—The concessional effective rates in respect of shampoos and pei fumed hair oilsremainat 24 %, and 129 a.v.
respectively. :
among the first 5
1970 figures
Rupees in Crores
+ Capital and Reserves . 1.45
Departmental Reserves .. 1.82
Total Assets . 8.08
Net Premium .. 3.41

*
Transacts

FIRE, MARINE, MOTOR, PERSONAL ACCIDENT
AND OTHER MISCELLANEOUS INSURANCES

MADRAS MOTOR & GENERAL INSURANCE COMPANY LIMITED
Registered Office : 52, Peters Road, Madras-14. ‘

*

It is the customer confidence in its prompt settlement of claims and personalised
service that sustains MMGU’s growth in the general insurance field.
%*

Offices all over India.

pril 7, 1972
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the world uses

Indian Shellac in a
100 difierent ways

From a chiid's toys to industrial welding, Shellac has a number of vital uses

in every walk of our daily life. Top-quality Indian Shellac is used with
confidence in printing inks, adhesives, munitions, records, varnishes, confectionery,
and pharmaceuticals to name a few. Acknowledged the best, Indian Shellac
commands 759% of the total world production today.

Shellac Export Promotion

Council
14/18 Ezra Street, Calcutta-1
INDIA.

SEP/G/3
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TECALAN
nylon tubing and

high pressure hose
for durabiiity—easy installation—fiexibility

‘in all Hydraufic-Fuel-Lubricants-Gas-Ghemicals-Goolants- Refrigerants-Alr Gonnactions ete

y U
b FOR FLUID PRESSURES —upto 90 kg. per 6q. ¢t
1 J ] working pressure,
7 BN TYEMPERATURE RANGE --for continuous use from
~ 40 degrees C ta 90 degrees C and intermittent
use upto 110 degrees C :
TECALAN NYLON TUBING is preferred over other
metallic and non-matailic tubing because of its
axcellent flexibility, mechanical strength, chemical
resistance and convenience of assembly and ,
instatiation. Moreover, it has proved to be a vmy
import substitution. P A
Available upto 13 mm {.0. -

[
"« FOR FLUID PRESSURES —upto 350 kg. per
h sq om. working pressure,
" TEMPERATURE RANGE —TECALAN withstand
continuous use from - 40 degrees C to 100

degress C and intermittent use upto 120 degrees C

~  Tecalan High Pressure Hose is durable, light,
| extrs-strong and compact with maximum ’
chamical resistance properties—other advantsges
over conventional high pressure hase include :
\‘ 7 times longer lasting—Lower O D/t D ratio—
. Better abrasion resistance—Less resistance
10 iow—Continuous use over wider temperature
range~—longer shalf lite. Avsitable upto 13 mm L.D.

Moets performance requirements ot

\'& SAE 40 RY and SAE 100 R
Fa Our range ot manufacture include : SRS %

+ Garage Servicing equipment, Filters, industrial Lubrication aquipment. ' .

i
U 3

Budge Budge Road, Gopalpur A
: @ TECALEMIT Pttt . wes sergt.
ce at: RENUN
. (HIND) LIMITED «

Calcutts, Bombay, Delhi, Madras and Secundersbad. |
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£{30) I(xxviii)  23A Glass and glassware* Nil
(1) Sheet glass and plate glass 18% a.v. 20% a.v.
(2) Laboratory glassware 5% a.v. 10 /:: a.v.
(51) I(xxix) 25 Iron in any crude form etc. MT Rs. 45.00 Rs. 50.00 Nil
Effective rate . MT  Rs. 40.00 Rs. 40.00 o
(52 IGoxiv) 29 Internal combustion engines® . Nl
(i) those designed for use as 119% a.v. 15% a.v. .
prime-mover for transport
vehicles being given for that
purpose some special shape
etc.
(ii) Others 5.5% a.v. 107 a.v. il
(53) [coxxv)  29A Refrigerating and air-conditioning ’ “ N
appliances and machinery and
parts®
(1) Refrigerators and other re- 531 % a.v. 60% a.v.
frigerating appliances, ordi- °
narily sold or offered for sale
as ready assembled units such
as ice makers, bottle coolers
etc. etc,
(2) Air conditioners and other 5359 a.v. 609 a.v.
air-conditioning  appliances,
ordinarily sold or offered for
sale as ready assembled units
ete. etc.
(3) Parts of refrigerating and air- 66§ 75 a.v. 75% a.v.
conditioning appliances and b
machinery, all sorts.
(54) I(xxxvii) 33 Electric fans Nil
(1) Table, cabin, carriage, pedes- 7.2% a.v. 109% a.v.
tal and air circulator fans not °
exceeding 40.6 om. in dia-
meter.
(2) Those designed for use in in- 129 a.v. 15% a.v.
dustrial system as parts in- o
dispensable for its operation
cte.
(3) Not otherwise specified 127 a.v. 15% a.v.
(55 I(exxix) 33B (i) Electric wires and cables 5% a.v. 10% av, Nil
(56) I(xD) 34 Motor vehicles* Nil

(1) Auto-cycles, motor cycles, Rs. 210 or Rs. 250 or
scooters, auto-rickshaws and 9% a.v., 10%a.v
any other three-wheeled motor whichever whighe\;ér
vehicles. is higher is higher
(2) Motor vehicles of not more Rs. 1333.33  Rs. 1500 or
than 16 HP by Royal Auto- or13.33% 15 %a.v.
mobile Club rating. a.v., whichever whichever is
is higher. higher.
(3) Motor cars of more than 16 Rs. 4,000 or  Rs. 4,000 or
HP. 209 a.v., 20% a.v.,
;x{hx;l:hever is  whichever is
) ‘ higher. higher
3a) Tractors, includin 12% a.v. 0
G agricultural tractorsg. o 197 .
(4) Not otherwise specified Rs. 3000 or  Rs. 3,000 or
15% a.v., 15%a.v.,
whichever is  whichever is
higher. higher.

General Note for Serial Nos. (41) to (56)

In all these items the Tariff rates have been revised, but th i
L : é 1sed, e aggregate effective rate -
cessional rates, or exemptions, as and where applicable, cont‘inugegfm%hanged taseat tpi,e;::nnt.

(Clause 64(c))
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B. Regulatory Duties of Excise

The enabling provision for levy of regulatory duties of excise, as in the past year, is being continued.

Provision is also made for the continuance up to the passing of the Finance Act, 1972 of the regulatory duties of exd
levied under the Finance Act, 1971 and in foroe immediately before the 18th March, 1972, subjeot fo any exemption notifi¢
tions. .

The regulatory duties thus levied have been included in the appropriate entrics in the previous and succeeding Tabk
(A’ and ‘C) (Clause 6

C. Additional Excise Duties in lien of Sales Tax

Kg. Basic Addl. Basic Addl.
including excise
special ex-
cise

Unmanufactured tobacco ‘ 11

(1) flue cured and used for manu- Rs. 4.20 Nil Rs.5.00 Rs.0.60
facture of cigarettes.

(2) flue-cured and used for manu-
facture of smoking mixtores
for pipes and cigarettes.

(3) flue~cured, not otherwise spe-
fied.

(4) other than flue-cured for Rs. 3.42 Nil  Rs.4.00 Rs.0.50
manufacture of cigarettes
or smoking mixtures for pipes
and cigarettes.

(5) other than flue-cured not used
for manufacture of cigarettes,
smoking mixtures, biris etc.
etc,

(6) other than flue-cured, N.O.S.

(57) V() 41

Rs.33.00 Rs.1.10 Rs.40.00 Rs. 5.50

Rs.3.00 Rs.0.44 Rs.4.00 Rs.1.00

Rs.2.10 Rs.0.6 Rs.3.00 Rs.0.50

Rs.3.00 Rs.0.44 Rs.4.00 Rs.0.75

(7) used for agricultural purposes Nil Nil Nil Nil
@) Stalks Rs.0.30 Rs.0.02 Rs.0.50 Rs.0.10
Effective rates

For (1) Rs. 4.40 Rs.0.60
For 223 Rs. 34.50 Rs. 5.50
For (3 Rs.3.00 Rs.1.00
For (4) Rs.3.50 Rs.0.50
For (5) Rs.2.50 Rs.0.50
For (6) Rs.3.50 Rs.0.75
For ( Nil Nil
For (8 _ Rs.0.40 Rs.0.10

NoTE :—(1) This is a measure to rais¢ additional revenue for the States in pursuance of the decision at the Nation
al Development Council.

2) Regulatory duties so far leviable on these sub-items at a rate of 159 of the effective basio duty ar"
being converted and merged with the proposed additional duties.

(3) Rffective rate of basic and additional duties in respect of stems to tobacco of prescribed specificationt
has also been raised to Rs. 2.30 Kg. and 50 P per Kg. respectively; for durs,t.’ those ratg: would b
Rs. 1.50 per Kg. and 50 per Kg. respectively.

(4) As a result of the readjustment the revenue from regulatory duties (which would h e entirel)
to the Centre) will be transferred to the States by Rs. 961 lakhs, and(augmentgd byalgogt%gr Rs. 19
lﬁkhsfw T] herkhe would be an incidental loss in basic excise revenue (shareable with the States) -b

s. .39 lakhs.

MOD! S'l\'E'EL WIRES
: ) \1 J
Ask any manufacturer. Modi Steel Wires are
the first and finest choice for all wire products-
from clips to bicycle spokes to high tension cables. Modi
Steels is the only plant in India to have Y 4
Electric Arc Furnaces for Steel melting, a Wire Rod Rolling Mill
and a Wire-Drawing plant all under one roof. J
This facilitates the production of special kinds of steel for
specific end products of wire, according to f
customer's specific requirements, as well as ensures
rigid quality control at all stages. Modi Steel

Wires are available in a wide range of forms, all conforming
YISI specifications. Modi Steels are licencee forg®”

15/280/1962- the highest guarantee of quality.
18280\

4

USE MQOD! STEEL WIRES FOR MARKET SATISFA

SEKAI/340

\ Kl
: GRAMS: Mo;:srsh PHO{ 43 \

(MODI STEELS DEPOTS)
M/s. MODI INDUSTRIES LTD. (Steel Section), Ferozepur Road, LUDHIANA, tele; 2539. M/s. MODI INDUST i i
908/6 Bazar Gandanwala, AMRITSAR, tele; 44539, M/s. MODI INDUSTRIES LTD. (Steel Section), Flat No, l,PSIOtR Ils}:g lléh(l)D;Sgisricy%s’sec;:g:i).’
men Point, Madam Cama Road, BOMBAY-20, tele: 295556/295527. M/s. MODI INDUSTRIES SALES DEPOT, 6. Little, Russell Street
CALCUTTA-16, tele: 440035/440042. M/s MODI INDUSTRIES LTD. (Steel Section), G.T. Road, KUNDLI (SONEPAT), telc: 89373, Mls,
gh(:DdI IIEDL’J‘S’II‘%IElg LTD. B(}S]teel Seﬁtlo_n) 7',(Rﬂ ﬁl’ll\}fls le"g'(i ?%HI;&. tele; (?)27470- M/s. MODI INDUSTRIES LTD. (Steel Section), Kanti
ndra Road, 179, Kanpur Bhawan Benipark, , tele; . /3. MODI INDUSTRIE . i inghi
St B g T 2904 IES LTD. (Steel Section). 55, linghi Chetty
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(58) IV(@) 41I(2)  Cigarettes Basic Addl Basic Addl. 306

including excise
special
exoise
180% 5% 2009 1009,
a.v. a.v. a.v. a.b.
Effective rates
Value per thousand
exceeds does not
exceed
@ 40 — 168% 70% 165%, 5%
a.v. a.v. a.v. a.v.
(i) 30 40 162% 60% 160%; 65%
a.v. a.v. a.v. av
(iii) 20 30 1149 30% 1109 5%
av. a.v. av. a.v.
@iv) 10 20 108% 25% 1052 30%
a.v. a.v. a.v. a.v.
™ —_ 10 2% 10% 709% 15%
a.v. av. a.v. a.v.

NortE :—(1) This is a measure to raise additional revenue for the States. For this purpose the basic and addition-
al duties have been adjusted inter se and the resultant rates of duty rounded off.
(2) As a result of this adjustment there will be an additional revenue for the States by Rs. 763 lakhs and a loss in
the basic duty (shareable with the States) by Rs.. 464 lakhs. The nett figure of estimated additional revenue
has therefore been shown as Rs. 306 lakhs.

(59) 21 Woollen fabrics Basic Addl. Basic Addl. 5
incl. special
(1) other than embroidery 7.5% 5% 10 5%
a.v. a.v. a.v. a.v
Eeffective rates
Processed fabrics
(1) by composite mills 6% 5% 6% 5%
. . a.v. a.v. a.v. a.v.
(ii) by independent processors 4% 3113, 4% 4%
av a.v. a.v. a vo

Note:— The effective rates remain unchanged eXcept to the extent that the additional duty of excise for indepen-

dent processors gets rounded off (from 3 1/3% to 4%,). The revenue gain which i i
incidental will accrue to the States. ° * g ich is maryinal and purely

(60) V(i) 22 Rayon or artificial silk fabrics Basic ~~ Addl. Basic Addl. 859
incl. specisl
M 12% 2.5% 2% 1.5%
av. a.v. a.v. a.v.
plus plus
Rs.5 Rs.2
per per
Effective rates (bg notification) SM] - sM
Value per SM
exceeds does not
exceed
Rs. Rs.
g 3.00 :.VW, S.VG% 3.\:&% 0.6%
3.00 3.50 429  1.5% 3.8y 1.5%
a.v. a.v. av.
1.5 | a.v.
s Bou B B
B V. . V. a.v.
5.00 - 7.8%  2.2% 9.5% 5.5%
a.v a.v. a.v. a.v.

pril 7, 1972 SPECIAL BUDGET NUMBER ' 673
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Note:—(1) This is a measure toraise additionalrevenue for the States to the extent of Rs. 580 lakhs by way of addi-
tional duties'of excise. The balance of the estimated additional revenue of Rs. 274 lakhs would be on
the basic duties shareable with the States.
(2) Increase in effective rates has been made only in respect of the more expensive varieties of fabrics
whose value exceeds Rs. 5 per SM.
" (Clause 66)
D—Additional Duties of Excise and Customs on Mineral Products
61) V() 8 Refined diesel oils and vaporising KL Rs. 500.00  Rs. 850.00
oil (ceiling rate) (ceiling rate)

Note:— There is no change in the present effective rate of additional excise duty. The measure is only with a
view to increase the ceiling rate so as to provide an adequate cushion for mopping up any price reduc-
tions and cost and freight acoumulations as and when they occur.

62) V(i) 11A Petroleum products, not otherwiss MT ~ Rs. 500.00  Rs. 850.00
specified

NoTE:—— There is no change in the present effective rate of additional excise duty. The measure is only witha view
fo increase the ceilingrate so as to provide an adequate cushion for mopping up any price reductions
and cost and freight accumulations as and when they occur.

Clause 67
D—Changes Propoased by Notifications (Clause 67)
(63) — 1B Prepared or Preserved Foods ) 10
(64 — 1C Food products (—) 40
(65) — 23D Mosaic Tiles (—) 10
(66) — 34A Parts and accessories of motor - (—) 30
vehicles
67 —_ 49 Steel furniture (—) 35
(68) Safes, strong-boxes etc. (—) S
(69) —_ 53 Zip or slide fasteners and parts (—) 5
(70) — 56 Playing cards ) 5
General Note for S1. Nos. (63) to (70) above
The existing limit of Fifty thoussnd rupees worth of value in a financial year, up to which & manufacturer can
clear these products free of duty, has been enhanced to Rs. one lakh. The ceiling limit (of value) beyond which
this conoession will not be available has been retained (as at present) at Rs. 2 lakhs. 1Inthe case of the item at S.
No. 63 where at present there is no ceiling limit, the same ceiling limit of Rs. 2 lakhs as for the other items has been
prescribed. . )
These concessions are with a view to help smaller manufacturers. )
(M) — 13 Vegetable Products (Vanaspeti) () 30
In order to encourage the increasing use of cotton-seed oil in the manufacture of Vanas-
pati in substitution of other edible oils, the present method of granting relief has been
revised and the quantums of such relief have also been liberalised.
(72) - 30A Power-driven pumps . _ 200
The existing exemption notification has been rescinded. Power driven pumps would
now be liable to duty at the rate of 109, a.v.
This is a revenue measure,
(73) — 32 Blectric lighting bulbs and fluores-

cent tubes
Effective rates

(1) Bulbs not exceeding 60 Watts 11% a.v. 1% a.v.
{2) Blectric lighting bulbs com-
monly known as “miniature
lamps” _ .
(a) for miners safety lamps Nil Nil
(b) designed for operation at 22P 11% a.v.
Voltage not exoeeding 5. each
(c) designed for operation at
" Yoltage exceeding 5 but having
a rated capacity—
(i) not exceeding 10 Watts 5.5P 119 a.v.
each
(ii) exceeding 10 Watts 11P 11% a.v.
cach
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The existing specific rates intespect of miniature lamps have been convertedin to ad valoremrates.

o ) . 33AA Parts of wireless receiving sets* (—) 120
Mrs Bren Transistors and semi-conductor diodes have been wholly exempted from duty. (See SI. No. 38
® e under A). : |

(73) . 34A Parts and accessories of motor ve- 50

Of Londo I k hicles :
n oo s or ' e “Pj » (motor-vehiole parts) have been included in the dutiable list. They would pay duty at 1097
‘ a.Izll.Stoﬁzw(evez ,0 when integgrzd for use as original equipemt, they will not have to bear this duty. o

2| label

ABSTRACT—CENTRAL EXCISE

«JANFOR

REGD TD MK
(Rs lakhs)
on every metre = T p—
C odit Basic Special Addi. Regu- Total
o No- Iteﬁn ommodty excise eXcise excise latory
o duty duty dutyin  duty
oT mareria s i
Sales
h =
she buys. e S e
1. 1B Prepared o1 Preserved Foods (—)10 . ] .. (—)10
2. 1IC Food Products (—)40 . . S \_;40
3. 1D Aerated Waters 165 R . . 165
4 2 Coffee 53 (—)s8 - . ()5
5. 41 Ummanufactured tobacco 2225 (—)1294 1167 (—)970 1128
6. 4II Cigarettes L2370 (—)2834 770 _ 306
7. 17 Kerosene 2980 . . . 2080
8. 11 Asphalt, Bitumen & Tar ] ) 240 . , ) 240
9. 11A Petroleum Products, not otherwise specified 90 i ' _ %
10. 1B Blended or compound lubricating oils and greases 500 . ) , 500
What d oe th i 1. 12 Vegetable non-essential oils (—)16 . _ . (—)16
) s Is 1z. 13 Vegetable Product (—)30 . . . (-_ggg
H 13. 4 Paints and Varnishes 332 (—)132 ) .
have to do with 14 14D  Synthetic organio dyestuffs - 240 . , , o0
i ; [ D S R eaion 3 oe L E
6. 14F Cosmetics and Totlet prepar: $ —)1¢2 i ) )
Indian textile exports? if Mhw o Feilien MO0
- 15 08 — . ) -
19. 15A PlasIt’ics 747 (——) 530 . . 217
2. 16 Tyers 1435 (—)1144 . . 291
A CAPITAL Opportunity!
Everything. Mrs. Little represents the millions of start your small Industry
shoppers all over the world who have unshakeable X a
confidence in the trademark ‘Sanforized". with TIXIC a1p
It promises unshrinkability of fabrics and gar- For details please write to us immediately :
ments and guarantees good value for her money. I
‘Sanforized’ has been helping to boost the sales THE TAMIL NADU INDUSTRIAL INVESTMENT

of Indian textiles throughout the world. If you are ’ 'l"lE FINANGIAL CORPORATION LIMITED
“manufacturing or exporting cottons and cotton i INSTITUTION -
blends for Mrs. Brenda Little and others like her— WITH A HEART L. L. A. Building, 150-A, Mount Road, MADRAS-2.

just make sure they carry the ‘Sanforized’ label. Branches : 1231, South Main Street, THANJAVUR.

It is the confidence key to her purse. ‘ 247, Naicker New Street, MADURAL
6/37. Race Course Rcag, COIMBATORE-18.

tssued by Cluett, Peabody & Co. Inc. (Incorporated in the U.S.A. with limited liabilit i . S—
tor use Iy y) proprietor of th " « The
proprietor uses this trademark or permits its use by registered users, only for tested fabrics v'vhic'h me:t;ei‘t];s::iec‘t‘ :::‘i‘:tmlnkhrii:::':?mﬁlsr?memm
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21.  16A Rubber products : 268  (—)200 . . 68
2 Paper 850 (—)350 . 500
23. 18 Rayon and Synthetic fibres and yarn 1434 (—)2384 . . (—)950
24. 18A Cotton yarn (—)60 . . . --;60
25. 18B Woollen yarn 125  (—)140 . . (—)135
26. 18D Ju e twist, yarn, thread and ropes 80 . . 40 120
27. 188 Yarn, not otherwise specified 1700 . . ) 1700
28. 2t Woollen fabrics 44 (—)44 5 . 5
2. 22 Artificial silk fabrics 574  (—)300 585 . 859
30. 22A Jute manufactures 188 (—1212 . 80 56
31. 23 Cement 1137 (—)910 . .. 227
32. 23D Mosaic Tiles (=10 . . .. (—)10
33. 23A Glass & Glassware 30 (--)30 . . .
34. 26 Steel ingots 60 . .. 30 90
35.  26AA Iron or Steel products 2280 .. . 1140 3420
36. 27 Aluminium 668 (—)670 v 420 418
37. 28 Tin plates i . 100 - . 10 110
38. 29 Internal Combustion engines 16 (—)16 . . ..
39. 29A Refrigerators & air-conditioners 370 (370 .. - ..
40. 30 Blectric motors & parts 295  (—)130 . .. 165
41. 30A Power-driven pumps 200 - . e 20(2
42. 31 Blectric batterics & parts 236 (—)145 .. .. 97
43. 32 Blectric bulbs 10 (—)10 e ..
44. 33 El ctric fans 84 (—)84 . . ..
45. 33A Wireless Reoeiving sets 252 (9132 - . 120
46. 33AA Parts of W.R. sets (-—)120 .o .. . (—)120
47. 34 Motor vehicles ) ‘ 605  (—)605 . - ..
48. 34A Mototr vehicle parts and accessories 20 . e . 20
49. 137 Cinematograph films-exposed 37 27 . . 10
50. 37B Cinematograph projectors and parts 2 . .. . 2
51, 40 Steel furniture (-)35 - e .. (—)35
52. 48 Safes & Strong Boxes ctc. (—)5 . .. .. Y
53. 83 Zip or slide fasteness (—)5 . e . _J5
54. 56 Playing cards )5 - - . (—)5
24271 (—)13073* 2527 750 14475

*[ncludes Rs. 40 lakhs on account of refund under special excise duty since merged with basic duty.

SOMMARY
s. in lakhs
States’ Centre’s (Bl'otal )
share share
(a) basic excise duty 2270 8928 11198
(b) Additional excise duty in lieu of sales tax 2503 24 2527
(¢) Regulatory dutics of excise . 750 750
Total 4173 9702 14475

L P .

Provision for the discontinuance of salt duty is proposed to be continued during the financial year 1972-73 also.
(Clause 68)

Certain changes are being made in the sales tax law applicable to Delhi, which seek to make good certain lacunae which
act to the detriment of the sales taxrevenue accruing to Delhi Administration. The proposed amc,‘,dmem will help in theres- |

lisation of sales tax dues in the event of transfer of a business, winding up of a compzny and partition of . ivided
family whioh is not possible at present in the absence of specific provisions to this eﬁfct. y parhition of a Hindu undivice
Delhi are exempt from tax irrespective of the fact, whethet the goods manufactured there
therefore, being made clear that sales of raw materials will be tax free only when such sal
in Delhi taxable goods for sale.

from are sold in Delbi or not. It i
es are made to those who manufacture

At present, sales of raw maerials in
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CROSS-FERTILISATION
;'How IBM as a corporate citizen \
is fusing international technology’

with Indian enterprise. -

international standards,

IBM makes available to them/
its world-wide fund of
technological know-how,
expertise and precision
training.

This is yet another example .
of how IBM is contributing to
the growth and progress of
the nation. -

Many people pool their skills
.to make IBM computers in
India.

More than 400 vendors

all over the country make
'computer-age components for
‘Data Processing mmachines
}manufactured at the IBM
plant in Bombay.

' To enable these vendors

lo make components of

Partners In progress.

mcm/120/72 1IBM World Trade Corporation (Incorporated in the U.S.A.)
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The Seed Corn: There is one qui-
ck way of bringing a farm to an end,
and that is to rob the farmer of his
seed corn. Out of each harvest, a
farmer must put by a percentage of his
corn to plant again in the next season.
And if he has to expand and to plant
new fields, then he must retain more
and more of his crop to have more and
more seed corn.

Profit is the sced corn of industry. As
the corn grows and the sced increases,
so profits flow out of industry. They
are not a weed, to be scythed by the
scythe of taxation or to be eradicated
by the hoe of nationalization. They are
the measure of an industry’s efficiency. '
They are the new power generated by
that industry for the creation of fur-
ther industries, ‘
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With 8 different =7 . 77
Jute Processing
Machines available
for the Jute
Industry, Lagan
maintains the
lead. It leads this
vital industry
to modernisation, to
greater efficiency, to
higher export
performance.
Two big names for
the Jute Industry:
Lagan
in collabaration with
James Ma-kie.
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Agricultural Income-tax in India

DR P. K- BHARGAVA

THE cHIEF ministers’ con-
ference, held at New Delhi
on QOctober 12, 1971, de-
Sided to appoint an expert
Ccommittee to examine the
centre’s proposal to link or
merge income-tax with agri-
Cultural income-tax. It was
clear at the meeting that
Wwhile the chief ministers of
\States recognised the urgen-
€y of raising additional
TeSources in the present
€conomic situation of the
Country, they were opposed
to handing over their power
to levy the tax to the centre.
The Chief Minister of Tamil
Nadu even went to the
extent of suggesting that the
“entre should hand over its
Own powers of levying
Income-tax to the states.
t was also surprising that
a8 many as nine states in-
cluding” Assam, Bihar,
Kerala, Maharashtra, My-
Sore, Tamil Nadu, West
Bengal, Orissa and Uttar
Pradesh, reiterated that they
Were already levying a tax
on agricultural income.

Some of the chief minis-
ters referred to the peculiar
problems of assessing and
Collecting of agricultural
Income-tax and  pleaded
that the tax could be effec-
tively exploited only by the
States, The appeal of the
Pla_lnning Minister to the
chief ministers that the
distinction between agricul-
tural and non-agricultural
mcomes is only historical
and they should agree to

€ centre collecting the
agricultural income tax met
With no success. :

The Constitution

Under the Constitution

. 1S country the central
Kovernment is  prohibited
laom taxing agricultural
nd or income, The states

are, thus, empowered to tax
uch land or income. . The
SeParation of agricultural
Non-agricultural in-

Comes for purpose of taxa-

tion is perhaps unique in
this country. However, it
would be futile to refer to
the circumstances that have
led to this dichotomy. The
advantage of agricultural

income-tax is that it can -

help in ensuring equity in

" taxation, since land revenue

is levied at a flat rate and
is not related to any in-
crease in income, output or
productivity of land. The
agricultural income-tax
should, therefore, be levied
on a slab system so that the
tax burden on the small and
large land owners as also
on the agricultural and non-
agricultural incomes may be
made equitable.

At present the agricul-
tural income-tax is levied
only in some of the states,
viz., Assam, Bihar, Kerala,
Maharashtra, Mysore, Oris-
sa, Tamil Nadu, West
Bengal and Uttar Pradesh
(in the case of the last it is
called a large land-holdings
tax’). The states of Gujarat,
Haryana, Punjab, Andhra
Pradesh and Madhya Pra-
desh (except Bhopal) have
no agricultural income-tax.

Tax-Free .

Thus Punjab which has the
highest per capita income
in India and Gujarat the
third highest have no agri-
cultural income-tax, while
Maharashtra which ranks
second levies such a tax
only on incomes above Rs
36,(00. FEven in states
where the tax is levied there
is a general feeling that it
is inadequately enforced.

.Accordingly, the importance

of agricultural income-tax
in total revenue from state
taxes is declining as is evi-
dent from Table L.

Table I shows that the
ag-icultural income-tax for-
med two per cent of the
revenue from  state taxes
during the first Plan.
This percentage declined to

1.4 in the third Plan and
further to 0.9 in 1970-71
(budget) although 1n ab-
solute terms the yield from
this tax increased from Rs
24.6 crores in the first Plan,
to Rs 42,5 crores in the
second Plan and further to
Rs 48.9 crores in the third
Plan but it should be noted
that the increase in yield
during the three Plans was
due to more states impos-
ing it, otherwise in many of
the individual states the
yield from  agricultural
income-tax has been de-
clining. For instance in
Uttar Pradesh it declined
from Rs 53 lakhs in 1957-58
to Rs 8 lakhs in 1963-64.
During the same period it
declined from Rs 54 lakh
to Rs 38 lakhs in Mysores
and from Rs 117 lakhs to
Rs 65 lakhs in West Bengal.

The Yield

Since then the yield in
these states increased to Rs
172 lakhs and Rs 102 lakhs
respectively in 1969-70. We
may also emphasise here that
the yield from agricultural
income-tax increased by 336
per cent in 1967-68 as
compared to 1950-51 as

against an increase 910 per
eent in sales tax, an in-
crease of 769 per cent in
stamps and registration, an
increase of 1030 per cent in
taxes on transSport and an
increase of 505 per cent
1n revenue from all state
taxes. These data clearly
demonstrate the declining
Imporiance of the agricul-
tural income-tax and em-
phasise the prosperity of
the agricultural population
In general and especially
that of the affluent section.

Rapid Rise

The burden of the agri-
cultural incoms-tax has a so
fallen on account of the
rapid rise in agricultu-al
income accuring from the
rising prices of agricultural
products and from the rise
in productivity of land.
Since the rise in the rates
of agricuitural income-tax
In different states has not
been commensurate With
the increase in agricultural
incomes, the burden of
agricultural income-tax has
fallen to such a low level
that it has become more or
less of a kind of surcharge,
at lzast, in so far as the

TABLE I

LAND REVENUE AND AGRICULTURAL INCOME-
TAX IN TOTAL REVENUE FROM STATE TAXES.

(Rupees crores)

Agricultural Total Revenue 1 as per-

IncomeTax  from State centage
Taxes of 2
1 2 3

First Plan 24.6 12571 20
(1.4.1951 to ,
31.3.1956)
Second Plan 42.5 1896.9 2.0
(1.4.1956 to
31.3.1961)
Third Plan 48.9 3339.9 1.4
(1.4.1961 to
31.3.1966)
1970-71 (Budget) 12.9 1398.5 0.9
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farmers in the higher in-

come brackets are concern-
ed. It appears that the tax
can be made an important

source of revenue by lower- -

ing its exemption limit and
by making suitable changes
in its rates, ‘

A distinguishing feature
of agricultural income-tax
is that three states, namely,
Assam, Kerala, and Tamil
Nadu, account for almost
7C per cent of the collection
where plantation is pre-
dominant. The exemption
limit for the agricultural
income-tax  also  differs
significantly among the
states as is clear from Table
II. In Some states it is
very high and in others
where size of holding is the
basis it differs very signi-
ficantly. For instance, in
West Bengal 75 bighas (25
acres) of cultivable land is
the maximum one can
possess, which means not a
single cultivator would be
liable to pay the tax as the
exemption limit is 82 bighas.
In Maharashtra the exemp-

EASTERN ECONOMIST

tion limit is as high asRs
36,000 while in Uttar Pra-
desl,, Kerala, Tamil Nadu
and Orissa it is moderate.

It would be ideal if agri-
cultural and non-agricul-
tural incomes couald be
taxed under one income tax.
The fifth Finance Com-
mission (1969) rightly ob-
served that “A single in-
come-tax levied both on
agricultural and non-agri-
cultural incomes will have
the advantage of a unified
system, leaving no scope
for evasion by showing
greater income under less-
taxed or non-taxed sections;
it will also be in line with
the practice of other advan-
ced countries of the world.””*
But as taxation of agricul-
tural incomes fall in the
states list it will be difficult
to do so, because the states
have already resented such
a move.

In the present state of
centre-states relations,
amendment of the Consti-

* Report p. 85

tution also does not
appear to be a proper solu-
tion. However, a proper
solution could be found
along the following lines
and it would be beneficial
both for the wunion and

April 7, 1974 April 7, 1972

state governments. FOf
purposes of determining th#
rate of assessment on agrid
cultural income, the total
income of the assessee i
cluding the non-agricultura
income should be taken int®

TABLE 11
EXEMPTION LIMITS FOR AGRICULTURAL
INCOME-TAX '
State Income Size of holding
(Rs) (acres)
Maharashtra 36,000 —
Orissa 5,000 —
Uttar Pradesh 3,600 30
Tamil Nadu 3,500 123
Bihar 3,000 —
Kerala 3,600 —
West Bengal — 82 bighas .
(1 bigha=0.32 acre!
Mysore —_ 50 acres of 8th clal

MP (Bhopal) —

of land (lowest ¢
an extent equivalet
to.one or more_ ¢
the class)

50 acres of tractor
sed land and 10
acres of non-tractot
sed land.
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account. This procedure
would bring larger revenue
to the states and will also
have the advantage that
there will be no encroach-
Ment on the centrc’s auto-
Nomy as it involves no
taxation of non agricultu-al
Income but only considering
it for purposes of determin-
ing the rate of tax.

Correspondingly. the
agricultural  income will
also have to bc taken
mto  account by the
Income Tax Department of
the union government in

A MEETING of the chief minis-
ters was held in New Delhi
on October 12, 1971 to dis-
cuss the mobilisation of re-
sources by thestates in view
of the fresh strains on the
country’s economy. At that
time, the question of in-
creasing agricultural land
taxation was again discues-
sed. What is the case for
an upward revision of land
tax in India?

Just before World War
I, about four per cent
of national income from agri-
Culture was being mopped
up by the states by way of
land revenue. At that time,
the state governments had
not imposed the agricultu-
ral income-tax. During the
war and post-war period,
prices of food articles went
Up continuously. The 1n-

X number of wholesale
prices of food articles shot
P to 398.6 in 1951-52 from
100 in 1939 (basc year). As
8 result of this, national in-
Come from agriculture at
lc;'ll'rent prices went up steep-

However, during this
period (1939-52), the land
fevenue assessment was not
revised upwards. As the
tax was payable in coin, its
burden ~ declined rapidly
With every increase in the

SPECIAL BUDGET NUMBER

determining the rate of tax
on non-agricultural  in-
comes. Under this system
there would be no en-
croachment on the states’
autonomy as it involves no
taxation of agricultural
income by the centre. How-
ever, the efficacy or the
proposed scheme would
depend on co-ordination
and co-operation between
the central Income Tax
Department and state autho-
rity but such a scheme 1s
earncstly desiable in the
broader national interest as
it will help in checking tax

cvasion to a considerable
extent and would also bring

‘greater revenue to the state

exchequer.

To conclude, it may be
emphasised that agricultural
income tax should be levied
on a slab system and suit-
able changes in tax rates
should be made so that the
tax bu-den on the small and
large land owners as also
on the agricultu-al and
non-agricultural income may
be made equitable The tax
should be introduced in
states where it is not levied

Land Tax in India

L- G- BAPAT

mouney-value of agricultural
production. Hence, though
by 1951-52, w«bout half a
dozen states had levied
agricultural income-tax, the
combined burden of land
revenue and agricultural
income tax was only 1.1 per
cent of the agricultural in-
come in that year (Table 1).
Thus, a quadruple increase
in the prices of food arti-
cles meant a fall to a fourth
in the burden of the land
tax.

Since 1951-52, the same
trend has continued, with
added momentum. Prices of
food articles have more than
doubled. The index number
of wholesale prices of food
articles moved from 93.7 in
1951-52 (base year 1961-62=
100) to 203.0 in 1969-70.
Data beyond this year are
provisional and hence sub-
ject to large fluctuations. In
order that such fluctuations
should not vitiate our con-
clusions, the data upto
1969-70 are only used. Du-
ring this period, the agn-
cultural income at current
prices increased by 212 per
cent from Rs 4,780 crores
to Rs 14.905 crores.

On the other hand, t_he
burden of the land tax in-

creased by only 122 per cent
from Rs 52.3 crores to Rs

116.8 crores. Thus, the
increase in the land tax has
lagged behind that in the
agricultural income. Conse-
quently, the percentage of
land tax to the national
income from agriculture
came down from 1.1 in
1951-52 to 0.8 in 1969-70,
It may be reiterated here
that this percentage was four
in 1938-39.

According to the Land
Revenue Code, 1889, the
fland revenue assessment
is to be revised every 30
years, after taking into ac-
count the ruling prices of
food articles, type of crops
obtained, increase in the
productivity of land etc.
The last such review of ‘he
land revenue was under-
taken in the twenties. It
was again due in the fifties.
The reluctance of the state
governments to undertake
the revision is reflected in
the declining importance of
the land tax in the state tax
structure.

The percentage of land
tax to the total state tax
revenue was 18.6 in 1951-52,
It declined sharply to 5.9 in
1969-70. In 1956 57, it was
at the peak of 29.6 per cent.
This was due to a steep fall
in the prices of food arti-
cles (index No. 72.1) during

683
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at present and the exemp-
tion limit should be suyit-
ably modified so that the
relatively better-off farmers
may fall within the net of
this tax. Aud finally, for
purposes of determining the
rate of assessment on agri-
cultu-al income the total
mcome of the assessee in-
cluding the non-agricultural
income should be taken into
account and  vice versa.
This will ensure autonomy
of the wunion and state
governments and will also
bring greater revenue to the
state exchequer.

the previous ycar, 1955-56.

The neglect of this im-
portant tax source has dis-
torted the finances of the
states. Their dependence
on the centre has increased
in the recent years. 1968-69,
the centre paid Rs 490.98
crores to the states by
way of their share in the
central taxes. This formed
28 per cent of their total
tax revenue. Owing to the
neglect of this important
tax, the states are facing an
acute shortage of funds as
reflected in rising overdrafts
with the Reserve Bank of
India (RBl). Such over-
drafts went up from Rs 23
crores in 1963-64 to Rs 360
crores as at the end of June,
1971, Even if the states
had maintained the same
percentage ot the land tax
to the agricultural income
as existed in [938-39, viz.
four per cent, they would
have obtained about Rs
384 crores more. There
would have then been no
need to obtain the over-
drafts from the RBI.

Indeed, there is a strong
case for obtaining more
than four per cent of the
agricultural income through
taxation. Before World
War II, the British govern-
ment in  India resorted
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to the laissez faire policy
towards agriculture. The
government’s help to agri-
culture was limited to
the taccavi loans, and grants
under the “Grow More
Food” campaign. After
Independence, active parti-
cipatian of the government
in agricalture began. From
1951.52 to 1968-69, the
government spent on agri-
culture Rs 8,116 crores out

EASTERN ECONOMIST

of the total Plan outlay of
Rs 21,962 crores (actuals).
This gives a percentage of
37 or an annual average
expenditure of Rs 45! crores
(vide page S 88 of the Re-
port on Currency and Fi-
nance, 1969-70 issued by the
Reserve Bank of India.).

This has improved the
agricultural productivity to
a remarkable extent. Du-

ring the first three five-year
Plans, the productivity in-
creased by 11.2 per cent,
6.9 per cent and 2.2 percent
respectively. During 1966-67
to 1968-69, it has further
increased by 22.8 per cent
(vide page S 15 of the Re-
port on Currency and Fi-
nance 1969-70 issued by the
RB1).

Thus, the agriculture in

TABLE I

LAND TAX, AGRICULTURAL INCOME AND PRICES: 1951-52 TO 1969-70

Year ' Agricultural
mcome-tax
(Rs in
crores)

1951-52 4.3
1952-53 4.1
1953-54 3.8
1954-55 4.8
1955-56 7.7
1956-57 5.7
1957-58 7.8
1958-59 8.4
1959-60 8.9
1960-61 ‘ 9.5
1961-62 9.4
. 1962-63 9.6
1963-64 9.3
1964-65 10.7
1965-66 9.9
1966-67 i0.5
1967-68 11.8
1968-69 9.9
1969-70 14.0

——
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this country has reaped th
combined benefits of 1r
creased prices (117 percent,
high government expend.
ture and an improvemer
of 43.2 per cent in the pr¢
ductivity, over the last 1
years, The increase in i
contribution to the exche
quer has been only 122 pe
cent. Roughly speakinf
only the advantages of higl
er prices of the food art

Land Total Total Porcentage  Natiomal  Porcentage Index No

Revenue  land tax tax ofland  income from of land  of whole-
(Rs in Rs in revenue tax to agriculture  taxto sale

(crores) crores) ofall  totaltax (Rs in national  prices of
states revenue Crores) income food

(Rs in from articles

crores) agriculture  (1961-62=
100)
48.0 52.3 281.1 18.6 4,780 1.1 93.7
57.4 61.3 304.9 20.2 4,810 1.3 84.1
70‘.7 74.5 330.3 22.6 5,310 1.4 90.4
72.6 77.4 337.2 23.0 4,350 1.8 80.0
78.0 85.0 356.1 23.6 4,390 1.9 72.1
2.7 108.4 366.7 29.6 5,380 1.9 85.2
87.7 95.5 472.0 20.2 5,130 1.8 88.6
91.9 100.3 537.1 18.7 6,080 1.6 95.9
95.1 104.0 577.4 18.0 6,090 1.5 9.1
97.2 106.7 628.8 16.9 6,570 1.6 99.9
95.2 104.6 662.6 15.6 6,771 1.5 100.0
120.0 129.6 794.0 16.3 6,905 1.8 106.5
123.4 132.7 939.1 14.1 8,015 1.7 115.4
119.8 130.5 1,022.4 11.7 9,846 1.4 1354
111.9 121.8 1,175.8 10.4 9,523 1.3 144.6
89.6 100.1 1,305.7 7.7 11,491* 0.9 171 .1
98.6 110.4  1,486.3 7.5 14,569% 0.7  207.8
113.9 123.8 1,708.4 7.2 13,859* 0.8 196.9
102.8 116.8 1,980.9 5.9 14,905% 0.8 203.0

*denotes “Provisional”.

Nore: Figures for 1956-57 only are '
Bank publications for some unexplained reasons.

A

“budget” figures, as accounts figures are not supplied
Figures for other years are “accounts"

for this year in the Reserve

figures.

Source: Reserve Bank of India; Monthly Bulletins and annual revorts.
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Cles have been mopped up
by € state governments
’%.hm“Sh higher taxation.
wIhe advantages of the go-
Yetnment expenditure and
uctivity  improvement
Ve been given to the agri-
Culture gragjs,
t On the other hand, the
E«centage of dircct taxes to
On-agricultural income was
2 in 1951-52. It increased
to five per cent by 1969-70.
From 1951.52 (0 1969-70
Rational income from the,
Bon-agricultural sector in-
Creased by 229 per cent,
ftom Rs 4,950 crores to
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Rs 16,269 crores, whereas
the impost of direct taxa-
tion increased by 376 per
cent, from Rs 175.1 crores
to Rs 833.3 crores. In this
way, the increase in the bur-
den of direct taxation has
been faster than the increase
in the non-agricultural in-
come. As regards the agri-
cultural sector, the Increase
in the direct taxation (122
per cent) was less than that
in the agricultural income

(191 per cent.).

Thus, the government’s

treatment to these two sec- -

tors does not meet the re-

quirements of the equity
canon of taxation. From the
point of view of the govern-
ment’s investment also, the
same trend is discernible.
The Planinvestment in agri-
culture was 37 per Cent; in
industry and mining it was
Rs 4,903 crores during 1951-
52 to 1968-6€9 or only 22
per cent of the total Plan
outlay (actuals). This is the
only expendicure which has
gone directly and in full to
the non-agricultural sector.
The Plan expenditure on
transport, communications.
social services and miscel-
laneous items has helped
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both.

The Taxation Enquiry
Commission (Chairman: Dr.
John Mathai) had found
that the tax structure ipn
India was very favourable
to agriculture in that it
paid a much lower per capi-
ta tax than that paid by the
industries. This observation
referred to the tax structure
in1951. Commission there-
fore suggested the removal
of this imbalance by increas-
ing land taxation in India.
Since then, not only the
government has not narrow-
ed down the imbalance but
actually has allowed it to

s [} \
}: - Take a big holiday on a sn"iall b::dget, From ?l\'Excu;siokn FaJ% tok‘
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DIRECT TAXES PAID BY THE NON-AGRICULTURAL SECTOR IN INDIA: 1951-52 TO 1969-70

~— e e T )
VN T i Direct taxes Total direct _ National Percentage of
Yeas D]‘x?é(;abx; ? llevied by taxes incomo from direct taxes to
the centre states (Rs i; cné)rcl;sg non-zlxgnctul- non-agricul-
; : i . tural sec al |
(Rs in crores) (Rs in crores) Col. 2+Co (Rlsl it cror:) tural ég?f’?e
x100
Col. 5
e T T T T ; T
1 2 —— . -
sty T T T T T ;a2 1.9 175.1 4,95 3.2
o 185.2 2.1 187.3 5,010 3.7
D353 . 166.3 5,170
1953-54 154.4 1.9 - ; 3.2
19 160.5 1.9 162.4 5,270 3.1
1 s 170.2 2.2 172.4 5,460 3.2
2556 205.0 2.0 207.0 5,790 36
1956-57 .
1957-58 229.2 2.4 231.6 6,11( 33
) 7 243.0 6,360 )
1958-59 240.3 2 3.8
274.2 2.8 277.0 6,700 4.1
1959-60 .
1960-61 291.5 1.4 292.0 6,473 4.6
1961-62 336.2 3.5 339.7 7,279 4.9
1962-63 422.1 3.9 426.0 7,968 5.4
1963-64 549.3 3.1 552.4 9,079 6.3
1964-65 599.2 3.7 602.9 10,115 6.1
1965-66 598.0 4.7 6?2 i 11,098 5.6
1966.67 656.2 4.8 661.0 12,412% 56
1967-68 654.3 4.6 658.9 13,805% 5.0
1968-69 697.6 6.1 703.7 14,819% 5.0
- ®
1969-79 826.5 6.8 833.3 16,269 5.0
S —

*denotes “Provisional”’ 5 counts figures are not supplied for thi in the R

. Fi -57 only “budget” figures, as acco ied for this year in the Reserve
]I;IaonTlf' tll:llagi;gftfofr?sr flogrsgome unbc’:xplained reasons. Figures for other ycars are “accounts” figures,

public Source: Reserve Bank of India: Monthly Bulictins and annual reports,
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widen still further, as seen
above.

To conclude, there isa,

strong case for an upward
revision of the land tax
in India, particularly that

EASTERN ECONOMIST

falling on the big pros-
perous farmers. As far
back as in 1946, the
Naidu Committee (Chair-
man : B.V.N. Naidu) had
found that in World War
11, only the large fanmers

had benefited from the price
rise of food articles. At
present also, this is the only
class which is reaping the
advantages of rising prices
and government expenditure
on agriculture. Further,

Management of Public Debt in

KIRAN ADHYARU

IN RECENT years the expendi-
ture of the union and the
state governments on reve-
nue and capital accounts
has risen rapidly as com-
pared to their ability to
raise resources. This gap cin
be bridged by public bor-
rowing. Otherwise incrcas-
ing reliance may have to
be placed on deficit financ-
ing, which after a certain
fevel leads to inflation and
other evils. There has been a
rapid increasc in the volume
of the public debt—internal
as well as external mainly
for Plan purposes.! Thus
the increasing public debt
has created the problem of
public debt munagement.
Now-a-days debt manage-
ment has been recognised as
an important instrument of
the state policy and an essen-
tial complement to the
monetary policy of the
central banking institutions.

The problem of debt
management ariscs mainly
because the level of existing
debt continuously matures
and the government must
find some techniques of
refinancing it. The problem
of debt management does
not create any new debt
as Prof. J. M. Puchanan
has emphasised that ... ..
debt management takes
place even when no debt is
created and no old debt is
being retired in net terms.”’2

About the nature of the
public debt management
Warren L. Simth points out
that ““debt management may
be defined as ‘all measures’
that affect the siz¢ and
composition of the stock
of outstanding claims agai-
nst the Federal Govern-
~ ment.”® This definition is

broad in its scope and would
include fiscal  policy.4

There are tweo schools
of thought on debt manage-
ment policies. One  school
of thought is of the opinion
that the debt should be
managed in suchaway that
minimiscs its effect on the
cconomy.® The other school
believes in using  facets
of debt management to the
utmost in affecting the eco-
nomy in the manner desired.
In this context Professor
Lindholm has emphasised
that “Debt  management
policy could be much more
influeniial if there were no
aoals related 1o debt other
than those making cffective
use of it as a fiscal policy
tool.  There is, however,
no prospect that this will
ever be the case®

In advanced countries
the objective  of  debt
management is to keep the
debt burden at a minimum
level, which is  possible
only with the help of a
suitable structure of interest
rates and by atiracting suffi-
cient funds into govern-
ment boads to  maintain
Icvel of employment and
cconomic stability.”  But
in develoning countrics the
objective of public dcbt
management is to achicve
an accelerated rate of
economic development by
changing the debt structure
to bringe cononiic stability.
It is, therefore, necessary
that rapid risc in prices or
inflation must be avoided.
However, this does not
mean that relative prices
should not be permitted
to risc at all. It may be
pointed out here that public
debt management may also

serve as a complemcntary
tool for economic stabilisa-
tion particularly to check
inflation  (issuing  lons-
term sccurities where the
cconomy is expanding in
order to  reduce  total
liquidity and shortening
the debt structure during
recession  because it tends
to be cxpansionary). It
is called counter cyclical
debt management.8

In India the field of
public dcbt manayement
i1s so wide that it includes
“those measures of the
sovernment and the Reseve
Bank of India which change
the size, the composition
ana the ownership dis-
tribution of public debt,
affect the level and structure
of interest rates, determine
the 1imings and the mode of
boirrowing, refunding and
conversion opzrations and
also those policies which
influence the volume and
the cxtent of tradingy in
the sccurities market.”?

It is thus cvident that
the impostance of public
debt management is increas-
ing rapidly becausc it has
its cffect on the econom
as a whole. Rccently Prof,
C. C. Abott has observed
that, “‘thc way in which
the debt is  managed and
the success achicved will
dircetly affect social secu-
rity, 'Fedcral grants-in-gid
banking legislation, thc;
conservation  programme
and many o'her matters of‘
public policy that the
Country has been accustom.
¢d to detefpiine with
little  reference to their

cffsct upon -
Finance™,10 fjt.dcral

In India the Problem of
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agricultural taxation today
has become regressive. A
recent survey showed that
the tax paid by the rich and.
the poor farmers is respecti-*
vely seven per cent and 12
per cent of their incomes.

India

debt management is not
mercly that of creating the
debt  for financing the
deficit  in the budyet and
managing the securities
markects but its objectives
arc achicvement of a faster
ratc  aof economic growth,
stabilisation of  govern-
ment  boad prices, the
maintcnanse of a structuie
of intcrest rates in the orga-
nised scctor of the money
andcapital markets, minimi-
sation of the cost of ser-
vicing, the debt, and res-
training  the inflationary
pressures in the cconomy.
But therc are certain pro-
blems in the way of acheiv-
ing these objectives of public
debt  management. Our
moncy market is not fully
devcloped, the interest rate
structure is not integrated
and there is only little co-
relation between” organised
and  non-organised sector
<f the cconomy. Besides
the growth of public debt
depends on 1he sceurity
mirket,  which is domi-
natcd by a few institutional
Investors.  These  institu-
ttons have also to subs-
cribe loans to the private
sector.  “It thus follows
that the demang for govern-
ment securitics can  only
Lrow if the capital market
gains bothin funds and par-
ticipants.

As pointed out above,
the enormous increasc of
public debt since Indepen-
dence has raised the pro-
blem of public debt mana-
gement. The public debt of
the central gavernment in-
creased from Ry 2,054
crores at the end of March
1931 to Rs 13,375 crores
at the end of March 1970,
showiny an  increase by

WPril 7, 1972 SPECIAL BUDGET NUMBER

689

Salute the Soldier

«++ REPUBLIC DAY comes this year in exceptionally auspicious
circumstances.

*#** QUR brave Jawans have returned home after a resounding
victory on the battle- front.

*++ THEY deserve all care, consideration and solicitude.

*+»»* THEY have stood by us;

We must now acquit ourselves
as a grateful people.

LET US CONTRIBUTE LIBERALLY TO THE DEFENCE FUND
and
DONATE BLOOD FOR THE WOUNDED

Issued by
DIRECTOR, PUBLIC RELATIONS,
Haryana

INSIST

ON
Y
‘CHARMINAR
Asbestos Cement Roofing Sheets. Flex-O-Boards & Accessories

Renowned for their Strength, Durability and Efegance

and also
Asbestos Cement Pressure Pipes Manufactured as per

I. S. Specification 1592 of 1970

Moanufacturers :

HYDERABAD ASBESTOS CEMENT PRODUCTS LIMITED

Regd. Office : SANATNAGAR, HYDERABAD-18. (A.P.)
Factories at:
SANATNAGAR, HYDERABAD (A.P.) & BALLABGARH (HARYANA)

Suppliers to Union & State Governments under Rate Contract
with the Director General of Supplies & Disposals.

i Grams : ‘ASBESTOS’' HYOERABAD, -

. 'ASBESTOS’ BALLABGARH
TELE : | ppone : 39541 -- 8 Lines.

497 & 498




¢

690

nearly 6.5 times. However,
the rise in external debt is
much grentor than the rise
in internal debt.  The
government of India had
negligible external debt in
1951 as a result of repatri-
ation of sterling loans. With
the advent of development
planning in India it became
necessary to import heavy
capital cquipment. Hence
India’s external debt rosc

EASTERN ECONOMIST

borrowing became esscn-
tial in the face of acute
forcign exchanie shortage
in 1957-58 and impor:s of
foodgrains which showed a
continuous increase from
year to year duc to rapid
population growth coupled
with nearly stagnant agn-
cultural production.

It may be true that even
though the government of

end of March 1970 in inter-
nal debt, the increasc in
permanent debt is Rs 4,147
crores, in treasury billsi2
Rs 2,398 crores and in
special floating loan Rs 689
crores. At the end of March
1971 total public debt of
the centralg overnment was
expected torise to Rsi4,420
crores.

if we make a compa-
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total public revenue it is
found that while this pro-
portion is 7 psr cent 11
India, it is 11 par cent I
the United States and 60
per cent in Britain. Thus
it is clear that there 18
nothing to feel scared by
the increasing public debt
in India  which is relas
tively less and that too
for productive purposes.
Moreover, the increasing

from Re32 crores at theend  India has exploited exter- rative study of India’s  volume of internal debt 15
of March 1951 to Rs 761  nal resources tothe maxi-  public debt with other only & transfer from one
crores at the cnd of March  mum  extent passible, it  countrics it is noticable  group to the other and
1961, to Rs 2,611 crores at  has mostly to depend upon  that in the UK in 1958-59 there arises no burden when

the end of March 1966, and
toRs 6,141 croresattheend
of March 1970 (Table I). It
has increased by 192 times
over this period. The main
rise in forcign debt has been
from the dollar area. These
loans were taken from
the USA, IBRD, IMF,
IDA,, 1FC, etc. External

internal resources for rapid
econamic development.
Internal  debt  increased
from Rs 2.022 crores at the
end of March 1951 to Rs
3,975 croses at the end of
March 1961 and further to
Rs 7234 crores at the end
of March 1970. Of the rise
of Rs 7,234 crores at the

the national debt formed
170 por cent of gross nat-
1onal product and in the
USA this poreentage was
6, whereas in India pub-
lic dcbt was 49 par cent of
net national product in 1967-
68 at current prices. If we
comparc the payment of
interest charges as a part of

the taxcs are levied accor-
ding to the principle of
taxation. As Hansen puts
it, “An internally-held debt
represents a transfer of
funds within the community.
It is truc that attention
must be paid to the charac-
ter of the tax structure
through which the transfer
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Payments are effected.t®

Besides public debt there

¢  other non-market-
able obligations of the
government of India, such
85 small savings, state pro-
¥ident funds, . PL 480
deposits, public provident
Binds, income-tax annuity
®posits, etc. and balances
i the various reserve funds
and deposit accounts. The
total of such other liabi-
lities increased from Rs 810
Crores at the end of March
1951 to Rs 4,470 c-ores
3 the end of March
1970, and was expected to
Tise further by Rs 265 crores
ta, Rs 4,735 crores by the
‘ad of March 1971—-an
N0rease of 5.9 per cent over
levelat the end of March

0. Of this in crease of

8 4,470 crores at the end
f March 1970, over 45
9er cent (Rs 2,021 crores)
Was accounted for by small
$avings, nearly 17 per cent
(Rs 759 crores) by state
Mrovident funds, and about
per cent (Rs 654 crores)

by PL 480 deposits. The
debt and the liabilities of
the government of India
lafter deducting Rs 300
rores due from Pakistan
On account of her share
. pre-partition  debt)
imounted to Rs 17,545

Crores h
1970 at the end of Marc

\
N Much of the success of
he internal borrowing pro-
amme was due to the
ansion of the capital
Warket, By 1963 this market
’B°n81sted of LIC, the State
3k of India, Provident
Bund, Industrial Finance
Ofporation  and  state
Dance corporations, the
§°Vernment and the Reserve
tank of India. These ins-
dtutions held among them-
elves one-third of the total
(oo ketable debt. Between
1951 and 1969, the combin-
.. Tarketable debt of
tral and state govern-
roks rose from Rs 1496.53
'rhol'es to Rs 4,629.0 crores.
e Reserve Bank of
Mdia (own account) conti-
gued to be the largest single
der of government debt.
share in the total market-
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able debt increased from
Rs 339.93 (22.7 per cent)
at the end of March 1951
to Rs 1342.3 crores (29.0
per cent) at the endof
March 1969. Commercial
and co-operative banks held
about one-fourth of the
total marketable debt, their
share rose from 26.2 per
cent (Rs 391.60 crores)
at the end of March 1951to
24.7 per cent (Rs 1,143.8
crores ) at the end of March
1969.  Provident Funds,
however, occupied the third
place, their proportionate
holding of the total debt
actually rose to 17.9 per
cent at the end of March
1969 from 7.8 per cent at
the end of March 1961.

The share of insurance
companies which occupied
the fourth place rose from
7.5 per cent at the end of
March 1951 to 14.3 per
cent atthe end of March
1969. But on the other side
the share of joint stock
companies, trusts and indi-
viduals has declined from
1.3 per cent, 6.3 per cent
and 2.7 per cent,
at the end of March
1961 to 0.2 per cent, 1.3
per cent, and 1.1 per cent
at the end of March 1969
respectively (see table 1I).

This narrowness of the
securities market limits the
growth of marketable debt
and it is necessary that
the ownership of pub-
lic debt should be more
widespread and for this
government _should offer
more attractive loans for
them (by higher rate of
interest) and increase the
liquidity of marketable debt
without involving any capi-
tal loss to the holders. But
the overall expansion of the
captive market  ensured
the public borrowing pro-
gramme at lower interest
rate. Without it the govern-
ment will be forced by
the scarcity of funds to
raise the level of borrow-
ing rates on new float-
ations.

But the heavy depend-
ence of the government on
Joan finance from these insti-

tutions israther unfortunate,
It limits the important func-
tion of the Reserve Bank of
India i. e. to obtain as wide
a distribution of the market-
able debt as possible. The
government should try to
step up borrowings rather
substantially and this can
be done by “(1) To enlarge
the captive market by le_al
means; and (2) to offer a
system of incentives with a
view to attracting more
savings and more investors
in to the security market.””4

The aggrregate net borro-
winzs of the cen re and the
state governments increas-
ed from Rs 24.9 crores in
1951-52to Rs 136.8 crores in
1961-62, further to Rs 176.7
crores in 1966-67 and 224.3
croresin 1969-70. (Sec Tab'e
III) However, net cash
receipts from the public (i.e.
excluding the Reserve Bank
of India, thecentral and state
governments) were his her at
Rs 161.0 crores during 1969-
70 as against Rs 98.1 crores
in 1968-69. (Open market
sales of the Reserve Bank of
India to the public too were
higher at Rs 88 crores in
1968-69 as compared to Rs
55 crores in  1967-68. But
its trends always showed
anegative success. Govern-
men should try to improve
this by attractive methods.
The net absorption of secu-
rities by the public rose from
Rs 145 crores in 1967-68
to Rs 186 crores in 1968-69.
Though every year there
is progressive increase in
it but progress is not satis-
factory.

Herc it is essential to
study the maturity pattern
of India in domestic debt
because it alters the struc-
ture of interest rates and
helps Reserve Bank of India
in the refunding operation.
Durins the first three Plans,
out of the total rupze debt
of the government nearly
26 pzr cent were short-term,
4] per cent medium-term
and only 16 pzar cent were
over 10 years. In 1969-70
this proportion of short
debt (i. e. maturing within
five years), undated securi-
ties, medium-term loan (ma-
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turing between 5&10 years)
and long dated securities
(maturing after 10 years)
is 60.8 par cent, 6.3 par
cent, 14.6 per cent and
38.3 pear cent, respzctively.

This pattern of emphasis

on short and medium

term loans was more con- .
venient to the banking sys-

tem and it has the advant-

agz of low interest rates

but larger reliance on short-

term issues may create cons-

tant problem of public debt

management. ‘‘The shorter
the term structure of the
debt, the more troublesome
the debt management pro-

blem.”’!5 But when we com-

pare the materity structure
of India’s debt with that

of the USA, and the UK
the share of short term loans
in these countries was 73
per cent and 34 per cent
respectively  in  1958-59.

But this typs of compari-
son is only an indication of
economic trends.

In developed countries
the funds are required
for short periods to fulfil
the temporary require-
ments. But in develop-
ing countries the require-
ments of the goverament
for funds are long-term, so
as to achieve economic de-
velopment. In our country
there are many difficulties
in raising longperiod loans
due to the high propensity
to consume and greater lig-
uidity preference of the
people.

A crucial element in debt
management is the interest
rate policy. In our country
by keeping the interest rate
at low level the government
minimises the cost of ser-
vicing the debt and it is
also helpful in achieving
more employment!¢, and
higher interest rates would
depress the value of exist-
ing securities and involve
substantial capital losses to
the institutional investors.
In the post-indepsndence
period the government of
India followed a cheap
money policy for many
years and loans were float-
ed at low rates of interest
but under the conditions

(over 1o p. 697)
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Tasie 1

PUBLIC DEBT AND OTHER LIABILITIES OF THE GOVERNMENT OF INDIA
(As at the end of March)

A, Public debt (1--2)
1. Internat debt (a--b)
(») Permancat debt (i+ii)
(i) Current loans
(ii) Others
(b) Floating debt (i-+iD)
(ii) Treasury bills
(ii) Special floating loans
2. External debt
B. Other liabilitics (1--2)
1. Unfunded debt (a-+b+¢)
(a) Small sovings
(b) State Provident Fund
(¢) P L 480 deposits
(d) other unfunded debt
2. Reserve funds and deposits
C. Aggregate Liabilities (A-+B)

D. Amount duc from Pakistan on account

of pre-partition debt
E. Net liabilitics

[ROOUISIRE Y

PATTERNOF OWN

Catego:ﬁ-of holders

e e et

1. Govcrnmcnts (u.mml msd
state)

2. Reserve Bank of India (own
sccount)

3. Commercial and co-opera-
live banks

4. Insurance companics inciud-
ing L1C
5. Provident Funds

6. 1ndustrisl Finance, and Stete
Finance Cosporation

7. Reserve Bank of India (on
account of others)

8. Non-residents
9. Residents
(2) Joim stock companics
(b) Local authoritics

1951 1956
2,054 2,443
2,022 1,329
1,445 1,521

1,439 1,509
6 12
577 808
365 59S
212 213
32 ti4
$10 1,072
447 762
336 580
95 16
16 t7
363 310
2,864 3,515
300 300
2,564 3,218

1961

240

22
284
6,553

300
6,233

Tam g 11

1966

8,026
5,415
3,462
3,417
45
1,953
1.612
341
2,611
3,331
2,770
1,549
527
561
133
561
11,357

300
11,057
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1967

10,850
6,217
3,608
3,565

43
2,609
1,920

689
4,633
3,568
2,961
1,667
574
559
161
607
14,418

300
14,118

1968

11,606
6,477
3,778
3722

56
2,699
2,009

690
5,129
3,931
3311
(,789
649
652
21
620
15,535

300
15,237

1969
Revised
Estimates

12,727
6,800
3,928
3,879

49
2,872
2,184

688

5,927
4,123
3,393
1,907

696
593
197
730

16,850

300
16,550

1970

1971

Revised  Budget
Estimates Estimoetes

April 7, 1972

13,375
7,234
4,147
4,097

50
3,087
2,398

689

6,141
4470
3,606
2,021

759
654
172
364

17,850

300
17,545

14,420

7,761

1,328,

4.259
64
3438
2748
690
6,659
4,735
3825
2,161
834
667

* A3
910
19,155

300
18,855

Source: Repon on Currency and Finance, 196979,
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95t

125.85
339.93
391.60

112.74
NA

NA

66.50
59.96
399.95
NA
NA

{¢) Trusts (public & private)

(d) Tndividuals
Total

e o e S e s L

NA—Not Available.

NA
1,496.53

{As at the end of March)

I773 15

Puccma,u_,t. 956 Pcrct.nlagc
to the to the
Total total
8.4 168.82 8.9
22,7 268.8S 15.2
26.2  438.46 24.7
7.5 167.88 9.5
NA -~
NA -
4.4 107.25 6.0
4.0  40.89 23
26.7  591.00 33.3
- NA -
NA -
NA
. NA —
IOO 00 100.0
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267.57
707.08
601.07

286.02
217.55

4.81

38.4v
34.33

526.94
35.75
61.20

181.49
75.76

2 783 86

Puft.n(age 966
to the
total
9.6 349.6
5.4 1219.0
21,6 854.8
13.9 550.4
7.8 531.3
0.2 3.9
1.4 19.0
1.2 16.6
18.9 389.8
1.3 12.8
2.2 43.6
6.5 57.1
2.7 56.1
100.00 3,953

(Rs ¢rores)

Percﬁntagc |969 Pcroemag

total

8.9
30.8
21.6

13.9
13.4

0.1

1.0
0.4
9.9
0.3
L
1.4
1.4

100.00

8.6
3.7
59.2
48.7

4,629.0

to the
totol

100.0

Source: Reserve Bank of Indliz Bulletin: issues: February 1960, March 1963, March 1968, May 1971,
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of inflationary trends in the
:canomy, the central bank-
iy, institution will need to
raise the bank rate and the
state will have to pay higher
prices for its borrowing.
In 1968-69 the lowest rate
offered was 3. 73 per cent on
bonds of 19 years maturity
and highest was 4.50 per
cent on the long-term loan
of 23 years maturity. Thus
the spread between short
and long-term borrowing
rateswas 0. 75 per cent. This
is slightly higher than the
differential of 4.50 per cent
offered in the years 1956-37,
1960-61 and 1961-62 when
both short and long-term
loans were floated.

There must be a co-re-
lation between the debt
mapagement  policy and
monetary policy. For effec-
tive monstary policy the
ratio of marketable debt

. to national income is impor-

tant. Fn our country it has
shown the slowest rate of
advance. The ratio of mar-
ketable debt to national
inoome was 15.4 per
cent in 1931 and increa-

SPECIAL BUDGET NUMBER

sed to 22.5 per cent in
1969-70. At present the
monetary policy functions
through a money market,
the core of which comprise

" the banking system. But the

efficiency of monetary policy
is very much limited due to
underdeveloped nature of
money market and lack of
integration in the various
sectors of the market.

The management of inter-
pal debt is less difficult
than that of external debt
which involves the trans-
action in various owrren-
cies and various markets
and leads to some additional
problems such as the trans-
fer of goods and services
between the countries and
the problem of balance of
payments and the rates of
exchange. There should
therefore be a planned ex-
ternal debt management
policy which balances the
rising debt with the internal
economic development and
its structure and pattern, as
to raise both the internal
rate of growth and debt
servicing by  increasing

export surplus.

- The existence and eX-
pansion of external debt in
India since Independence
has to be accepted as
an . established  pheno-
menon in  international
transactions as well as in
relation to the internal
growth. But this con-
tinuation of external debt
leads to the problem of
debt servicing. Most of
the debts are advanced
on instalment basis, so
every year in addition to
the interest charges there are
the annual instalments to
be repaid which is related

" to the balance of payments

problems of the economy.
The debt servicing capa-
city of a debtor country can
be based on its ability to
create an expoit surplus
not merely in absolute terms
but in relation to the rise
in imports of the country. But
in our country the primary
exports are price and income
elastic in foreign markets.
The only practical alter-
native is to increase exports
of industrial products and

Tasie I
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for this owr government
has adopted many policies.

The structurc of interest
rates at which the loans are
given to the developing
countries have a direct
impact on the debt manage-
ment problem. The USA
has given loans to India
at very low rates of interest
but the other aid giving
countries such as the UK,
Canada, Japan and Italy
give them at  higher rates
pf interest, sometimes go-
ing beyond even five per cent
per annum.

Except the USA the other
creditor countries give loans
maturing at a very short
period. The total interest
payment on foreign loans
has risen from Rs 64
orores in 1951-52 to Rs
339 crores in 1969-70. Dur~
ing 1968-69 the principal
and intercst payments of
our country increased to
14 per cent of our export
earings from 10 per cent
per annum during 1951-52,
The debt service obligations
in terms of foreign ex«

(Rs crores)

b e e e P

Period Net market borrowings by the central and state Cashreceipts  Openmarket  Net abso‘rptioﬁ
governments {net) from the purchases (+) by the pub-
- e e public sales (—) from lic*£ (44-5)
Cash receipts Cash payments  Net receipts (+) to_the pub-
‘ (1—2) lic@
o M @ 3 @ ) ©
First Plan 359.8 182.6 +177.2 +192.3 -+97.6 4-289.9
Second Plan 872.7 125.8 --746.9 ~+-367.3 4-72.4 +-439.7
Third Plan 1129.2 251.5 4-871.7 +477.8 -1-56.0 -4-533.8
Annyal Plans
1966-67 224.9 48.2 +176.7 4-166.2 -+62.9 +169.1
1967468 243.2 81.3 +161.9 4 94.7 -~50.4 4-145.1
1968-69 255.5 103.8 +4151.7 -+ 98.1 -+87.6 --185.7
Fourth Plan
330.4 106.1 +4-224.3 +4161.0 -+18.1 --176.1

1969-70*+

** provisional.

sExolude Reserve Bank of India and the central and state governments.

£Exclude transaction on (i) state government's cash balance investment account, (ii) Bank’s operations in state govern-
ment loans and (iii) repayment of state loaas held by state governments.

Source: Reserve Bank of India Bulletin, May, 1971.

@On the Reserve Banks’ invest ment account and the central government’s cash balance investment account.
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change per annum were ex-
pected to increase by 100
per cent by 1970-71.

The debt service ratio
depends not only on the
total volume of debt and
rates of interest but
on the terms of the loans
acquired. Some external
loan is repayable in local
currency and this would
solve the problem of repay-
ment to some extent. Ac-
cording to an extreme view-
point all aid should be in
the form of grants rather
than loans but it is not pos-
sible in practice.  Our
government should try to
get the loan on soft term
and for long periods. Now-
a-days due to political
influences and the conse-
quences of the international
transactions of various
countries and the external
values of their currencies
our government is facing
some problems in obtain-
ing foreign debt. If these
coan be  solved satisfac-

EASTERN ECONOMIST

torily through the interna-
tional institutions such as
IMF and IBRD, the exter-
nal debt should not lead to
any difficult situation.

The expansion of the pub-
lic debt in future is a finan-
cial necessity and for this
the problem of debt manage-
ment will have to be hand-
led more methodically and
efficiently, and there must
be an integration between
the working of the state po-
licies and the development
of the money market insti-
tutions so that a link
is established between the
fiscal and monetary polioies
:nd the policies of econo-
mic planning.
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An Alternative to Octrol Tax System

G- D- SHARMA

Tue RECENT study done by
the Maharashtra Govern-
ment Octroi Study Group
and the alternative suggest-
ed by it are studied in this
article. An alternative to
octroi tax for local govern-
ment, specially municipal
government, 1s then put
forth by the writer.

Defects in the existing
octroi tax system have
often been highlighted by
various authors. They
centre more or less in the
method of collecting the
levy, un-uniform tax struc-
ture, possibility of evasion
and leakage; and its ad-
verse effect on the free
movement of trade. In fact,
ifwe delve deep into the
system, because of extreme
irrational manner of its
working, it creates a very
unfavourable impression.
These obvious defects have
often attracted persons in
the ‘dcademic and govern-

ment fields in a bid to find
an alternative to the octroi
tax. Efforts have been made
to find a tax which if notto
raise more revenue, should
at least compensate the loss
of revenue resulting from
doing away with the octroi
tax system. The above
study seems to be the result
of the same idea. The study
has devoted much of its
attention to a review of the
tax system prevailing in
different states and coun-
tries.

However, the last chap-
ter concentrates on the alter-
native to the octroi tax sys-
tem which, according to the
present writer, does not
seem to be sound.

The Study Group consi-
dered the following alter-
natives:

() To limit the area of
abolition of octroi tax sys-

tem to panchayat govern-
ment;

(2)  toincrease the rate
of existing levies to the
extent as to compensate the
loss of revenue from the
abolition of octroi;

(3) to levy an addition.
al one point sales tax at a
flat rate;

(4) to levy proportio-
nate surcharge on the pre-
sent state sales tax;

(5) to levy graded
licence fee on the dealers
registered  under  State
Sales Tax Act which are at
present dealing in the tax
free goods;

(6) to levy multipoint
turnover tax at a flat rate.

Exercises on alternatives
I, 2 and 5 have been in
vain. In fact, the wvery
nature of the alternative
should have suggested the
Study Group to dispense

with them immediately.

The alternative relating
to the municipal sales tax
which should have really been
considered was sweepingly
passed over by the Study
Group! Other alternatives
such as additional one point
sales tax at a flat rate
proportionate surcharge on
present sales tax, and grad-
ed licence fee etc, were re-
jected by the Study Group
for reasons of (i) heavy tax
burden on certain specific
commodities, (ii) its adverse
effect on trade and many-
facturing activities, or (ii))

inability of a particular tax

system to raise the require
amount of revenue etc.

The alternative con-
sidered suitable by the
study group js—<Multr
point Turn-Over Tax”. ThiS
we will examine in detail.

The Study Group has
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not clearly defined the new
tax system. However, while
stating salient features of
the tax system it indicates
that the tax will be largely
on turnover of the commo-
dities (ealt in by the dealers
registered under the Bombay
Sales Tax Act, 1959. It
also mentions somewhere
about the coverage of the
commudities which are not
covereid under this Act and
the Ceatral Sales Tax Act.

It states later that com-
modities covered under the
Central Sales Tax could be
included only after a refer-
ence is made to thc central
government. While  re-
commending this tax system,
which of course is not clear,
the Study Group was guided
by the fact that it would not
only compensate the loss
of re/enue resulting due to
the abolition of octroi tax
but ulso increase the revenue
from year to year. The
Study Group has also pre-
sented same estimates indi-
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cating full compensation of
loss of revenue by levying
tax at the rate of 0.7 per
cent on the total turnover.

The basic objections to
this tax system are:

(1) The levy is not clear-
ly defined. However, it is
estimated that it intends to
levy part of 0.7 per cent of
tax on various points so as
to amount to total 0.7 per
cent. It is expected that for-
ward shifting of tax will
result not only to the extent
of the levy amount but
more than that. For at every
point the ‘Cost of Reslisa-
tion® of the tax will be added
to the actual tax. Hence the
incidence of the tax on the
buyer will be greater than
what 1s actually intended.

(2) Since this tax is de-
signed to be administered
by the state government
Sales Tax Department, it
will free the local govern-
ments from any efforts for

raising revenue. This is
objectionable for the fol-
lowing reasons:

(i) That in the absence
of responsibility to raise the
revenue local government
may not rationally utilise
the available resources;

(i) that the responsibi-
lity of Councillors to the
tax payers will be reduced.
In the absence of which the
pressure which this Group
can exercise for the provi-
sion of more and Dbetter
services and proper utilisa-
tion of funds, will not be
there. The difficulty in rais-
ing the revenue which works
as a lever for efficient utili-
sation of resources will be
absent. For the very rea-
son as and when grants-
in-aid are given to a
local authority, a match-
ing effort is desired. In
fact, no government can
function systematically un-
less full responsibility of
raising the revenue and its

April 7,
utilisation is assigned

(iii) This system
make the local units m®®
dependent on state govern=
ment. And we bave no
reason not to believe that
state government may en-
croach upon the autonomy
of this grass root level of
government.?

(3) This levy does not
tax the section of society
which is left untaxed or less
taxed or which reaped a
profit recently. It merely
follows the traditional path
of taxing the consumers for
raising revenue.

As the tax system is not
worked out in detail it is
not possible for us to do
“impact analysis” of tax
system.® However, the
above reasons sufficiently
indicate that this tax does
not pass the test of sound-
ness.

As and when the need

e
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for raising the revenue to
finance the public service
welfare activities arises, It
s desirable to look into the
economy and find out the
section of society which is
left untaxed or less taxed.
Harping on the text book

tax systems may not be of

much use. This has exaqtly
been the case with Indian
federal, state and local tax
systems.

We will here make an
attempt to give a tax system
which is designed to tax the
untaxed or less taxed sec-
tions of society. Our tax
system is designed to be of
tﬁe direct tax system. How-
ever, possibility of forward
shifting of tax burden can-
not be completely ruled
out. But the likelihood of
bearing the burden by that
section of society for which
it is designed, is greater.

If we look into the exist-
ing state of the economy we
\otice that wholesalers and
etailers—the intermediary
lass of production and
;onsumption—are relatively
ess taxed. The state sales
ax, (which, in fact should
se called expenditure tax)
vh'ch this section of society
sollects, not only shifts the
ax burden in complete but
1dds to that service charges
‘or collection by increasing
prices. And it also eafns
nore by way of evading
ax.

The present tax system,
as its nomenclature suggests,
is designed to tax this sec-
tion of society. The tax is
designed to be levied on
the value of gross sales of
wholesalers and retailers at
different -ates for different
grades of dealers. For
sxample, on a wholesaler
whose value of gross sales
is Rs 20,000 to Rs 50,000
a tax of 0.5 per cent on the
value of gross sales is to be
levied and one per cent on
the wholesaler whose value
of gross sales is between
Rs 50,000 and Rs 1,00,000.

A similar rate structure
and grades can be formed
for retailers. The hypotheti-
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cal rate structure is given
below.

The tax can be assessed
with the help of the follow-
ing simple method :

Value of gross sales X tax rate

100

Forward shifting of tax
burden is made difficult be-
cause of the fact that the
tax is designed to be assess-
ed at the end of the year.
Hence the dealer does not
know the amount of tax
which he may be requred
to pay. However an ap-
proximate estimate of gross
sales can help in shifting
the tax forward. This act
will be obstructed by the
fact that a lower grade of
dealer who is dealing in
commodities in wh'ch some
higher grade dealers are
also engaged, is charged
less percentage of tax to
gross sales. Hence the tax
cannot be shifted more than
the tax rate of the lowest
grade of dealer. Forward
shifting of even the lowest
amount of tax by the
wholesaler to retailers will
be obstructed because the
retailers would make an
effort to shift a part of this
tax instead of bearing the
tax burden of the whole-
saler. Forward shifting by
the lowest grade dealer will
obstructed by the fact that
there is no fixed rate of tax
on various commodities,
(as in the prosent sales tax
system); hence he has to
determine the elasticity of
demand for various com-
modities and shift the
amount of tax which can

be tolerated by the consu-
mer. Any amount more
than the tolerable level will
hamper the sales of 2 com-
modity. This will work in
the direction of backward
shifting. Hence the for-
ward s ifting of tax will be
made difficult. However for-
ward shifting of a part of
this lowest dealer’s tax bur-
den and the lowest part of
the highest dealer tax bur-
den cannot be ruled out.
But the mechanism will
work in the direction of
backward shifting.5

The impact on trade
activities will not be ad-
verse. Because the amount
of revenue which is required
to be taxed through this tax
system may not be so high
as to hamper trade activi-
ties. In fact it will be
easily tolerated by them
except for the little agitation
because of encroachment on
their profits. It may, how-
ever, appear to have ad-
verse effect on the expan-
sion of trade because of in-
creased tax for high-graded
dealer. But in practice it
may not be so because with
the expansion in trade pro-
fits also increase. Hence
trade will expand its busi-
ness till income from add-
tional sales is more or equal
to all taxes and costs. And
the role of this tax in help-
ing to reach that point is
not significant.

A uniform rate of tax
on different grades of
dealers should be levied
throughout the state. The
wholesaler and retailers

GRADES OF DEALERS AND RATE STRUCTURE!

e e A A g g

7 Grades

Rates
(Rs)
20,000 to 50,000 0.5%
Jso,ooo to 1,00,000 1%
Wholesaler , 1,00,000 to 5,00,000 207
{5,00,600 and above 3%
(10,000 to 50,00 0.5%
+50,0C0 to 1,010,000 1%
Retailer 1,00,00 to 5,00,000 2%
5,00,000 and above 3%
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should be asked to file the,
returns of gross sales in a
year to municipal govern-
ment. These returns, how-
ever should be checked
with accounts and purchase

vouchers of dealers. Then

with the help of these re-

turns the tax amount should
bg: assessed and realised.

Since this tax system does

not involve different ratesof
tax on different commodi-

ties administ at'on of it is

very easy and less time con-

sunting.

. No problem in the ad-
ministration of this tax
system is apparent in the
cases of corporations and
big cities. However, there
may appear a little problem
in small citics and towns.
For this, it is suggested
that a board for assessment
and realization of tax for 5
to 10 groups of cities/towns
be cstablished. The ex-
penditure on staff engaged
in this activity should be
borne by the respective goy-
ernment according to the
proportion of collection.
The distribution of income
should be on the basis of
actual location of collec-
tion.

The municipal sales tax
system is flexible and buo-
yant. During the boom
period the value of gross
sales will increase. The tax
amount to be realised will
also increase.  During a
recession due to decrease in
trade activities the amount
of tax to be rcalised will
decrease. Hence it does
not like other tax systems,
adversely effect the eco-
nomy during a depression.
Further it is free from the
vices of octroi tax system.
Uniform rates of taxes will
prevent an adverse effect on
the movement of goods and
lqc_atlon of economic acti-
vities within the state. If
properly administered the
possibility of leakage and
evasion are reduced.

If switched over oto this
tax system, a part of the
staff presently engaged in
octroi collection will be
made surplus. For the
assessment and realisation
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work mly require trained
clerks and officers and not
the octroi post clerks and
chowkidars. This surplus
staff can, however, be ab-
sorbed as manual workers
or otherwise in services
whose demand by the resi-
dents of the city are greater.

References

1. This alternative has been
stated in the Study Group Report
as sub item (b).

2. In the USA. however,
recent trend has been  to shift the
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responsibility of Administration
of local sales tax to the state
government for reasons of dis-
tribution and  administrative
efficiency which is, however,
not conducive to Iocal autoromy
and responsible  governm: nt.
When we discuss our alternative
tax system this fact will be taken
note of. Secondly, our tax sys-
tem is not the same as followed
in the USA.

3. The idea of turnover tax
appears to have been t ken from
the Rajasthan Sales Tax (Amend-
ment and Abolition of Octroi)
Bill, 1969. While cmpirically
testing thc proposed tax for
Rajasthan, Purohit has concluded

that the tax would further distost
the State Sales Tax rate-structurc
and affect the trade adversely.
But his work lacks a sound
statistical test. (see, Purohit,
M C., Turnover Tax in Rajasthan,
The Economic Times, December
4, 1969).

4. These rates have been arbi-
trarily put. However, they can
be suitably changed after emperi-
cal study onthe above lincgs is
done.

5. It may however be feared
that a combination of wholesalers
and retailers may take place. But
this may not be possible for the
reason that it will severely ham-
per trade activities, because of the
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fact that in that cvent the highest
amount of tax burden would
be required to be shifted and
that may not, in fact, be tole-
rated by the consumers. For tha
tax (an be shifted through in-
creasinrg the prices (for in this
system separatc stating the tax
amount on a commodity and
charging from a con-umer does
not exist) of the commodities
whose demand is inclastic. And
more _than  warranted increase
of prices will be met by decrease
in demand and political agitation.
Secondly, the intercsts of various
grades of dealers will clash if
combinations »f dealcrs are made.
Hence the combination may not
be successful.

Merger of Term Financial Institutions

B-R- ANANTHAN

INSTITUTIONAL FINANCE in
India has emerged as a vital
source to bridge the gap in
the capital market, by sup-
plying medium and long
term financial assistance to
industries for accelerating
the pace of industrial growth
in the developing economy
of the country.

A start in setting up the
specialised institutions for
the purpose was made with
the establishment of the
Industrial Finance Corpor-
ation of India in 1948. This
was followed by the coming
into being of the state fin-
ance corpor: tions in the
“fifties’, National Tndustrial
Development Corporation
Ltd in 1954 and Industrial
Credit and Investment Cor-
poration of India Ltd in
1955, and the Industrial
Development Bank of India
in 1964. Statc Industrial
Development corporations,
however, have also been
providing financial assis-
tance to industries. Life
Insurance Corporation of
India and Unit Trust of
India, although investment
institutions, contribute con-
siderable financial assistance
to the industries.

These different institu-
tions were established at
differenf times to meet difl-
erent types of requirements
of industrial finance. But by
the accelerating pace of in-
dustrialisation, the require-

ments of industrial finance
in different forms have
increa:ed enormously dur-
ing the last decade. To
cater to the increased de-
mand for industrial finance
the activities of these diff-
erent financial institutions
have also increased to meet
as far as possible all types
of requirements of indus-
trial finance. The functions
being performed by most of
these institutions are alike
and conform to one parallel
base asc<imilating all types
of financial assistance being
made available to the indus-
trial sector in one form or
the other.

Present Preblem

Although this scattered
institutional framework
might meet with fair suc-
cess to serve the increasing
financial needs of industrial
growth, it is not free from
very many complex pro-
blems.

Firstly, there is acute
lack of co-ordination bet-
ween these existine institu-
tions. Consequently, joint
financing by several institu-
tions to one project is trou-
blesome. With the present
limited resources, one single
financial institution is un-
able to meet the financial
requirements of a big indus-
trial undertaking. Conse-
quently, it has to approach
the other financial institu-

tions for similar assistance.
But different financial insti-
tutions follow different
patterns of processing the
requests of two borrowers
and prescribe different re-
quiremen's for loan or other
assistance, thus resulting in
delay in the implemen'a-
tion of the project.

Sccondly, for availing
of the financial facilities
from different financial ins-
titutions the borrower has
to bear increased cost sepa-
arately in application fee or
ea-nest money deposit on
applications, legal charges,
payment of travelling allow-
ances, and incidental char-
ges of the inspecting staff
of different institutions,
supplying different types of
information to several insti-
tutions and keeping liaison
with them.

Thirdly, with the meagre
resources of the different
financial institutions, mobi-
lisation of financial help
towards decentralisation of
industrial development in
the country is very difficult
resulting in more than 70
per cent of the assisted con-
cerns being located in the
developed states.

Fourthly, the problem of
centralisation of industrial
growth and concentration
of monopoly power is being
promoted unabatedly by
advancing financial ~assis-

tance fo most of the pro-
minent groups.

Besides the above pro-
blems, major problems of
Indian industries, viz., ex-
cess capacity, h gh cost and
low productivity and limi-
ted market especially in the
recessionary period have
remained unresolved for
want of funds to be utilized
towards  working capital
requirements. With all these
probl' ms retarding rapid in-
dustrial growth it is legiti-
mate to ask that these finan-
cial institutions should be
merged together to augment
their resources and widen

the scopc of these opera-
tions.

For improved efficiency
of the Industrial sector
and rapid growth of the
nation it is necessay to
visualise and identify the
requirements of industry
and set up a dynamic insti-
tutional mechan sm to meet
the different financial needs
at differcnt times and in
different circumstances with-
out delay and cost hazards.
This aspect is neglected ve-
hemently by the existing
framework = of industrial
institutional finance.

Financial facilities can be
advanced to the industrial
units at reduced r tes of
interest if these major insti-
tutions co-ordinate with
each other. Inter-institutional
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co-ordination should have
been followed on procedural
lines by calling for the ap-
praisal reports, inspection
reports, credit worthiness,
details of financial position
of the borrower industrial
units from other institutions.
This again is not feasible as
all such information cannot
be supplied by the institu-
tions to one another so
quickly as to avoid all in-
evitable delays in the sanc-
tions and disbursements of
the financial facilities. Even
if this could be done, then
question arises whether the
institution calling for all
such information and re-
cords, can bear the risk of
acting upon it.

Presently, individual insti-
tutions have been incurring
a good proportion of their
establishment expenditure
over the employment of ex-
pert techniCians and engi-
neers in different branches
of engincering viz., civil,
chemical mechanical, elec-
trical. meterological, etc.
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and sugar and textile tech-
nologists in their technical
cell, a large number of law-
yers and legal experts in
their different legal cells. If
the possibility of merging
these different institutions 1s
explored, this huge expendi-
ture currently being incurred
institution-wise could be
drastically curtailed by cent-
ralising such operations.
This will bring down the
cost of operation of the
institution enormously. Con-
sequently, the rate of inte-
rest can be brought down
by narrowing the cushion
between the rate of borrow-
ing and the rate of lending.
The margin between the in-
terest rates which is specifi-
cally left to raise the
profit earning capacity can
be slightly reduced as the
basic aim of these institu-
tions should be scrvice and
not profits.

The cost of running these
institutions can be further
brought down steeply if
merger could be implement-

ed. This will grossly cur-
tail the administrative ex-
penditure which is currently
being incurred in quite a
huge proportion by every-
one of these institutions on
keeping and maintaining
high level managements such
as chairmen,  general
managers, managing direc-
tors, secretaries etc. Merger
of different financial institu-
tions into one big organiza-
tion will help in scrapping
the several boards of direc-
tors and will provide ave-
nues for considerable saving
of the funds now being
mobilised in maintaining the
board by way of their sit-
ting fees, travelling allow-
ances, entertainment etc.
One big institution resulting
from merger could function
very well through its branch
offices and field staff which
will serve the purpose of
decentralising the financial
ass stance for the industrial
development of less develop-
ed states on allocation basis.

The solution of the prob-
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lem as to how industrial
finance can be made availa-
ble to needy industrial con-
cerns at the right time needs
to be worked out. The
recent recessionary trends
in industrial growth have
evidenced the shortage of
financial resources at the
disposal of industrial con-
cerns forcing them to
bear the consequences of the
absence of demand and run-
ning the mills in excess capa-
city.

In industrially develop-
ed economies such as the
UK., France and Japan the
industrial banks render all
necessary assistance to in-
dustrial units in the grip of
trade cycle upheavals. The
Industrial Developmeat
Bank of India can very well

‘play this role in India but

for this purpose its capital
resources base has to be
further broadened with wide-
spread expansion of its bran-
ches serving every corner of
the nation,

It is however learnt that

't you.
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in 1971 we opened Two new branches every week
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on every working day!

Of the 99 branches opened in 1971, 76 were in rural
and semi-urban areas. Out of these 76 branches,
67 were opened in areas till then unbanked.
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right to the doors of the common man.

And in about two and a half years since
nationalisation PNB opened 240 branches and
added Rs. 165 crores to its deposits.
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the IDBI expects to have
more branch offices in the
near future in different parts
of the country and delegate
to them some of the func-
tions which are now attend-
ed to by the head office at
Bombay. For this purpose
the IDBI expects to have a
large complement -of techni-
cal officers and personnel
with experience of industrial

* marketing and management

to post them at branches.
In the light of these deve-
lopments it is desirable that
the IDBI should merge with
the IFCI as contemplated
in the IDBI Act, 1964. The
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IFCI has already been hav-
ing its branches at Bombay,
Calcutta and Madras and
has been efficiently discharg-
ing its functions. The IDBI
could consider opening of
its branches at important
industrial towns in different
provinces where the offices
of the IFCI or the IDBI
have not so far been opened.

There exist favourable
circumstances for the merger
of the IFCI and the IDBI.
Both these institutions have
been established under Acts
of Parliament and fall under
the direct supervision and

control of the Reserve Bank
of India for all practical
purposes including the po-
licy matters. However, the
ICICI in the private sector
can be allowed to compete
with the integrated institu-
tion of the IFCl and the
IDBI in the public sector.

Industrialisation  occu-
pies a vital place in the
development plans of our
country. In order to achieve
success in this field adequate
financial resources will have
to be made readily available
to meet the growing de-
mands for financing the in-

Monetary Integration of Developing

S- VENU

AT THE KABUL meeting in
December 1970 of economic
ministers of ECAFE coun-
tries, the cause of the Asian
dollar as a common curren-
cy for the member countries
was mooted in the general
context of economic intel-
ration or union in south-
east Asia. A common
currency, however, is the
ultimate form of integra-
tion in a union which has
progressed in other direc-
tions for a considerable
time span. In fact, in the
ECM, a common currency
is still a far cry; the politi-
cal question of a cummon
central bank not owing
allegiance to any member
country is a serious practi-
cal barrier. Hence, to
avoid putting the cart before
the horse, this article will
be confined to limited
monetary integration with
common international re-
verse and mutual credit
arrangements.

The purposes of monetary
integration are : (1) to
promote economic umnion,
(2) to economise on inter-
national reserves, (3) to
strengthen multilatral sur-
veillance, and (4) to pro-
mote trade in the member
countries—the trade diver-
sion effect.

By the usual criterion

of labour mobility, - group-
ings of developing countries
are rarely likely to consti-
tute optimum currency areas.
True, divergent rates of
inflation make monetary
integration difficult which
the single currency obviates.
The basic factor of labour
immobility, however, re-
mains. Trade barriers can
fall effectively without a
single currency though it is
not clear if investment
barriers can do so fully.
But it may be no disaster to

initially inhibit  volatils
capital movements.
It is necessary there

should be no controls bet-
ween the member countries
unless one wishes to replace
one type of barrier (tariffs
or taxes) by another one
(exchange controls). Mul-
tiple rates, except those
jointly applied by a group
of countries against third
countries, are payments
restrictions and pose the
same obstacles to integra-
tion as other types of res-
trictions. Controls vis-a-vis
third countrtes are not
excluded, however. But
they alter the impact of
economic integration by
super-imposing  additional
restrictions over and above
tariff barriers.

We are not concerned

with the general arguments
for and against floating
rates but what the repir-us-
sions would be on economic
integration.  Goods with
‘sticky’  prices, mainly
manufactured commndities
whose intra-union impor-
tance will gain over time,
are likely to show price
instability with floating
rates vis-a-vis substitutes
from partner countries or
third countries. In tempo-
rary _disequilibrium, this
constitufes a social cost
where the acceptable alter-
native of a fluctuation in
reserves is available. Nor
will intra-trade be promoted.
on this reasoning, pegging
each currency vis-a-vis all
others and readjusting it in
the face of fundamental
disequilibrium between the
member or outside count-
ries is the only course of
action. The general argu-
ment against floating rates
is that speculation will not
stabilise the rate of ex-
change.

The relevance of a fixed
exchange rate dogma can,
however, be questioned.
The basic difficulties of the
developing countries are:
(1), the varying degree of
over-valuation from coun-
try to country and (2)
the changing degree of
over-valuation over time in
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dustrial sector. This process
can be hastened if different
financial institutions are
merged together giving rise
to a big institution for
reaping the economies of
scale and cost advantage
which may foster industrial
development and its decen-
tralisation throughout the
country. Since the sources
and uses of the funds in all
the institutions are, more or
less, the same, the issue of
merging diferent institutions
for making financial facili-
ties available to the indus-
trial concerns at lesser cost
deserve consideration.

Countries

each country, India, Pakis-
tan and the Philippines
have high tariffs and rela-
tively over-valued exchange
rates since their currencies
sell at a discount in the
‘open’ market in spite of
periodic devaluations. If
tariffs are eliminated with-
out exchange rate adjust-
ments this would create
imbalances to impede integ-
ration. If tariffs are elimi-
nated be ween Hong K.ong
(low tariff country and no
over-valuation) and the
Philippines, Hong Kong
producers would encroach
upon the latter’s market to
a far greater degree than
in the converse instance,
The existence of high
tariffs should not be inter-
preted to mean that varia-
tions in exchange rates are
of no importance since
even marginal changes will
affect the profitability of
industries.

_ Thus, what is of crucial
Importance is not variations
in the nominal (parity)
exchange rate but in the
real rate of exchange de-
fined as the ratio of an
index of the exchange rate
to domestic prices. This
ratio indicates changes in
the international competi-
tiveness of domestic pro-
ducts arising from disparate
movements in domestic
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price: and exchange parl-
ties* By this standard,
Pakistan, India, the Philip-
pines, Ceylon and Indonesia
would  need immediate
realignment of the exchinge
value of their curréncies
which s'il at a discount;
there is hardly any diver-
gence between the ‘open’
and official rates for the

currencies of Hong Kong,-

Malay sia, Taiwan and
Singapore. This 1s also
reflected in a more realistic
ratio of international to
domestic prices in the latter
countries.

Member countries trad-
ing with each other can
economise on reserve needs
by granting each other
mutual credits. Secondly,
they can pool their reserve
nekds vis-a-v's third count-
ries if these are mutually
offsetting. Such offsetting
can be the result of mutual-

" ly offsetting terms of trade

movements.
Theoretically, it is pos-

* Toascertain the effect of a

common tariff reduction,
the formula is (1--t)/(14t")
=1’/r where t and rare the
original tariff and exchange
rates and t' and ' are
changes leaving the domestic
prices of imports unaltered.

.
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sible to expand trade among
developing countries in a
reciprocally balanced fashion
so th.t no payments pro-
blem arises. In practice,
development plans can .ot
be synchronised and count-
tries experienci .g delays
cannot take advantag: of
trading opp 'rtunities. Pav-
ments problems will arise
which will have to be
softened by credit exten-
sion. Hence a P yments
Union (PU) with credit
facilities is an essential .step
tow.rds monetary integra-
tion.

The PU will be a clear-
ing house for intra-group
surpluses and deficits 1t
will deal exclusively with
central banks of member
countries, Member curren-
cies will be deposited with
the PU by central banks.
The IMF debit and credit
rocedure will be followed.
t is essemial that member
countries set up machinery
to distinguish intra-group
from ' extra-group trans-
actions.

Two basic advantages
now emerge.  First, by
promoting multilateralism,
intra-group trade expands.

Second, by settling only ser
deficiis and surpluses by
foreign ex hange 1 serves,
economy in the use of such
reserves 15 effected. Trade
among the ECAFE count-
ries was about six million
dollars in 1967. If transac-
tions costs amount to only
one-half of one per cent, the
aggregate saving in terms of
convertible currencies could
be $15 million per annum.
Sin: operation costs rise
with short settlement periods,
quarterly settlements would
be advisable with pre-deter-
mined ceilings on credit/
debit status of member
countries—ceilings to be
accrded in relation to
credit facilities cxtended.

Credit facilities should
be linked to incremental
intra group payments posi-
tions of the member com-
mencing from an ‘initial
position.” Credits should
b automatic and not dis-
cretionary.  One of the
main deterrents to integra-
tion is the fear of balance
of payments difficulties
while, as a result of integ-
ration, losing some of ‘he
instruments for coping with
such difficu ties. The only
area for discretion would be
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in deciding which part of
the balance of payments
changes results from integ-

" ration.

Once the financing of
imbalances is linked to
liberalisation creditors
should provide the bulk of
financing. They probably
enjoy economies of scale to
a greater extent and extend-
ing automatic credits to
deficit countries is one way
of distributing the real
gains from regional integ-
ration.

Developed countries
should be allowed to join
the credit network, Reserves
will mainly be needed to
finance trade with the out-
side world as intra-group
trade will initially be small
in relative terms. Since
reserves have a social cost,
the richer countries could
help.

There are some other issu-
es such as debt management
and internal monetary poli-
cies whose synchronisation
will have to be undertaken.
Monetary integration will
promote rational policies
because countries will have
an interest in their partners
‘playing the game.’

Monetary Crisis and Developing Countries
SHARIF MOHD

THE PRESENT international
monetary system which was
adopted after the Bretton
Woods deliberations, work-
ed more or less smoothly
and successfully up to the
early 1960s. The so-called
“Currency Reserve System”
has been unduly dependen®
on the two important key
currencies namely the US
dollar and the UK sterling.
The persistent deficit in the
balance of payments of the
United States resulted in the
severe speculation in gold
during 1967-68. The entire
system was disturbed. Ear-
lier, the same happened to
sterling which led to the
devaluation of this long-
reputed international cur-
rency in 1967. This system
was, therefore, in the grip
of many ills such as the

balance of payments prob-
lem, inadequate growth of
the monetary reserves and
the fragility of gold exchange
standard,

The threatenec collapse
of the international mone-
tary structuze has been
averted for the time being
but a permanent solution
is still required. Against
apprehensions of dollar de-
valuation President Nixon,
setting all the rules and regu-
lations of the international
game aside, took some mea-
sures which may be helpful
to the US dollai for the
time being, though it has
lost the confidence of rest
of the world. The suspen-
sion of the dollar-gold
convertibility and other
follow-up measures -taken

by Nixon Administration
did not give any attention
to the resulting problems
for the other economies
of the world.

In the recent past the
EEC and Japan, have
emerged as challenging eco-
nomic powers on the globe.
West Germany and Japan
have continuously enjoyed
surpluses in balance of
payments. The speculation
against dollar and the un-
willingness of central banks
to hold dollars brought down
the US gold reserves to a
low level of about less than
$10 billion from $25 billion
in 1945. Sunultaneously,
the US liquid liabilities in
foreign countries rose to
$51.88 million in 1971 from
$29 million in 1964. This

miserable position of the
dollar and the increasing
speculation in favour of
other currencies of the world
such as Germap mark and
the Japanese yen, has posed
a new set of problems be-
fore the world system. This
is to be faced not only by
the developed countries but
also by the developing count-
ries. In bringing about a
solution of the problem or
reform to the present inter-
national monetary system,
the developed countries
(the Big Ten) are not likely
to pay any attention to the
developing countries.

1n view of the UNCTAD
this year, it is high time
for the developing countries
to prepare themselves for
convincing the developed
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countries about the diffi-
culties they are facing in
trading with the developed
countries. The “Group of
77" met at Lima in Novem-
ber, 1971
come to any fruitful deci-
stons.

Now let us have a look
at the trade and reserves
positions of the developing
countries in the recent past
and also a general composi-
tion with the developed
countries. Then it will be
easy to examine the pro-
posed solutions and reforms
for the recent international
monetary crisis.

It has been observed that
five developed market eco-
nomies account for about
80 per cent of the total
imports of manufactures
and semi-manufactures from
the developing countries.
These key countries are
the USA (35.1 per cent),
the UK (18.5 per cent),
Federal Republic of Ger-
many (12.4 per cent},
France (10.4 per cent), and
Japan (3.1 per cent). One
significant point to be noted
here is that trade among
themselves (developing
countries) could not have
increased at a much faster
rate. Exports among these
countries increased only
at about five per cent per
annum on an average dur-
ing the 1960s. Their exports
to the developed countries
increased at a much faster
rate (six pet cent) (Table I).
From the currently available
statistics of world trade we
can also see that the trade
of the developing countries
has been growing at a much
siower rate than the world

but could not
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trade as a whole. Trade
among the developing count-
rics was at a low level and
it was only three per cent
of the total world trade in
1965.1

If we compare  trade
among the developing coun-
tries. it is still at a very
low level of one-fifth of the
total world trade. In 1965.
the share of the developing
countries n the totel ex-
port earnings of the African
countries was 10 per cent;
in the case of Latin America,
it was 20 per cent; in case
of South Asia and the Far
East it was 31 per cent.
An analysis of the composi-
tion of imports of the de-
veloping countries shows
that a sizable share of their
imports of primary pro-
ducts came from the deve-
loped countries. So far as
manufactures are concerned,
the demand for them has
been met predominantly
through imports from the
developed countries. Out
of the world expoits of
manufactured goods direc-
ted to the developing count-
ries worth $22 billion in
1964, exports from other
developing countries  ac-

counted for no mote than Latin Africa South

$1.3 billion—Iless than six America Asia &  Asia

per cent, One of the note- Far East

worthy points here is that - - -

70 pur cent of the trade Exports f.0.b. 275 324 707 813

among developing count- Imports f.0.b. 379 710 652 378

ries is carried on among the Balanc of

developing countries of the Trade ~--104 ---386 -|-55 -}-435

same region. This is clear Of which

from Tables 1, 11, 111 & Latin America — —-126 +110 4120

1V. The obvious inference Africa ) -+-126 — 4150 +110

is that the developing count- South  Asia

ries should be able to sell a & Far East —110 --150 — 4205

good deal more to one an- West Asia —120 —110 —205 —

other and should reduce —— - S —

their trade deficit vis-a-vis Source: Ibid.
TasLE I

the developed countries.

Several factors are res-
ponsible for this miserable
condition of the trade of the
poor countries.  Firstly,
in most of the cases they
are primary  producing
countrics and their products
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are required more by the
developed countries rather
than the other developing
countries.  Their export
surpluses are inelastic. This
reduces their mutual trade
as well as total trade. Se-
condly, the ratc of expansion
of their internal markets 18

TaBLE II

INTERCONTINENTAL TRADE AMONG
DEVELOPING COUNTRIES : 1965

(million US dollars)

Exports to

Exports Latin Africa South West
from America Asia & Asia
Far
East
Latin America 2113 175 67 33
Africa 49 490 155 120
South  Asia ,
& Far East 177 308 2190 225
West Asia 230 43¢ 510

153

Source: “Trade Expansion and Economic Integration

among Devcloping Countries”, UN 1967, Geneva,

TABLE 1IT

INTERCONTINENTAL TRADE BY REGIONS : 1965

(million US dollars)

West

VALUES AND RATES OF GROWTH OF EXPORTS OF DEVELOPING COUNTRIES TO MAJOR ECONOMIC AREAS

A et

Growth rate (% compound)

1960-65 1965-66  1966-67

Destination of exports Value (million $)
1960 1965 1966 1967
WORLD - T 27400 26400 38700 40100
Developsd-countries 19780 16110 28220 29190
Developing countries 6030 7650 8000 8100
Socialist countries 1220 2390 2340 2240

5.9 6.3 3.6
5.7 8.1 3.4
4.9 5.0 0.9
14.4 —2.1 —4.3

Source: UN Monthly Bulletin of Statistics, March, 1966, June-July 1968.
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wer Spin-offs

1

The growth of ancillary industries
for the manufacture of

boller equipment

Thet;:rojected estirnatgs‘ !gr pgwer generation over the
next ten years are high indeed, requiring boiler equipm
upto unit sizes of 50% Mw g auipment
There 1s tremendous scope, here, for. the organisation and
development of ancillary industries, both product and
process-oriented, for the wide range of components
needed: raw materials, semi-finished products, finished
products, sub-delivenes, etc.

Many such units already exist at Tiruchs. in and aroun
the Boiler Plant, but more will be needed to meet °
anticipated boiler production, providing considerable
opportunities for entrepreneurs, as well as for employment

BHARAT HEAVY ELECTRICALS LTD.
(A Government of India Undartaking)

Unit. High Pressure Boiler Plant, Tirucbirapalli 14
Regd. Office: No. 5. Partiament Street. New Delhi 1

BHEL:
Power to the people
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very slow. On the other
hand, the manufactured and
sapital goods manufactured
by the developed countries
are required by them for
their development plans and
projects. This encouraged
their imports from deve-
loped countries. Further,
these are restrictions on
trade by the developing
countries to protect their
balance of payments’ post-
tions. This also reduces
their trade among them-
selves.

It has now been widely
recognised that to overcome
the historical obstacles to
their trade among them-
selves, they would have to
adopt a deliberate policy
of strengthening their mu-
tual commercial, financial
and infrastructural links.
Expanded trade among
themselves will also help
promote development In
Increased
trade means increased fo-
reign exchange earnings in
terms of their own curren-
cies. This will also streng-
then their bargaining power
with the traditional deve-
loped market economies.
“But such efforts of co-
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operation between the de-
veloping countries will have
to take into account of the
existing structure of the
trade and economic rela-
tionships between develop-
ed and developing countries.
This existing structure some-
times characterised by ex-
clusive preferential links bet-
ween some developed and
some developing countries.”

The needs of the develop-
ing countries for foreign
exchange are increasing
due to their increasing
imports required for their
development programmes,
On the other hand, their
export earnings are unable
to keep pace with the in-
crease in export earnings of
the world as a whole. For
example, India’s export
earnings, though increasing
in absolute terms, ate dec-
lining for the last two de-
cades as a share of the total
world export earnings (Table
V). There are several fac-
tors responsible for this
slow progress in exports of
these countries. lmportant
among these are — the
slowly expanding world mar-
ket for their products (main-
ly primary products) and

secondly, their slowly in-
creasing export surpluses.
Sometimes it is suggested
that the primary products
exporting countries should
diversify their exports. But
the problem is that they can-
not compete in the world
market with other industrial-
ly developed countries es-
pecially in the case of manu-
factured goods. Therefore,
they require better technical
know-how which they can
get from the advanced
countries along with capital.
On the one hand, they are
not in a position to raise
their foreign exchange earn-
ings sufficiently and on the
other, they need much more
foreign exchange to meet
their import requirements
for development purposes.

Their reserves also have
been persistenily at a lower
level in comparision to that
of the developed countries,
particularly the countrie sof
western Europe and Japan.
Due to their chronic defi-
cits in balance of payments
and their increasing burden
of debt servicing, they are
losing their foreign reserves
holdings. Thus their need
for international liquidity is

TABLE IV

EXPORTS OF MAJOR ECONOMIC AREAS
(At Current Prices)
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two fold—for clearing their
past obligations and for
their current needs. There-
fore, they cannot come out
from this sitvation unless
they themselves try to im-
prove their export earnings
and reduce their import
requirements. Any other
solution (for example
the recent changes “in
the international monetary
system), would not help
them markedly. Ultimately
they will have to reorient
their foreign trade so that
they may be able to make
their balance of payments
favourable.

While any change in the
rules should be designed to
meet the practical needs of
the developing countries of
present-day world, it should
not be overlooked that it is
also the purpose of such
rules to protect the interests
of the third countries, be
they developed or develop-
ing, and to promote an or-
derly development of ‘world
trade in general. In this
direction the attempts of the
“Group of 77" (developing
countries) are worth men-
tioning here. The Group
(having 95 countries as its

Period (value million US$)

Areas Avcrage rate of growth
1965 1966 1967 1960-65 1965-66 1967
Developed cOuntﬁes 128300 141700 149500 8.5 10.4 5.5
Develoging Countries 36400 38700 40100 5.9 6.3 3.6
Socialist Countries 21730 23130 24820 7.7 6.4 7.3
WORLD 186430 203530 214420 7.8 9.2 5.4

U

*Parcent ccmpound.

Source: UN Bulletin of Statistics, March 1961, June-July 1968.

TABLE V

TRADE OF DEVELOPING COUNTRIES : 1960-1967

,0 i | . Period (value billion US dollars)
: 1960 1965 1966 1967

Annual growth

1960-65  1965-66  1966-67

All the developing eountries

Exports 27
Imports 30.

4 36.4 38.7 40.1 5.9 6.3
2 38.0 40.7 42.4 4.7 7.1 322

Source: Ibid.
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members) adopted the Char-
ter of Algiers on Ocotber
27, 1971, in a Ministerial
meeting and laid down
clearly some principles for
the General System of Pre-
ferences and cognate matters
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having a bearing on the
question.

The international mone-
taty system, thus, establi-
shed by the UN Monetary
and Financial Conference

TABLE VI

INDIA’S SHARE IN TOTAL WORLD EXPORTS

(million US ¢)

Year World India’ India's

Exports Exports  Exports

as % of

World’s

Exports
1963 135900 1629 1.20
1964 152400 1705 1.12
1965 165200 1687 1.02
1966 181200 1640 0.90
1967 190200 1613 0.85
1968 212800 1753 0.82
1969 244000 1834 0.75
1970 279100 2027 0.72
1971 290600 2048 0.70

Source: International Financial Statistics, vol. XXIV,
No 9, September, 1971, International Monetary Fund.

held at BrettonWoods in
1944 was designed for a
world of full employment
and stable growth which, it
was considered, should take
full advantage of the bene-
fits of relatively free trad:
and payments arrange-
ments. But after having a
look on the performance
of the developing countries
in the last two decades, we
come to the conclusion that,
what was less understood at
the Bretton Woods was the
manner in which the system
might have to be adopted
to take into account the
needs of the less developed
countries.’

Adequate and sound in-
ternational reserves as well
as trade arrangements are
indispensable for the sup-
port of the development
efforts of the lower income
countries especially in the
following two  respects.
First, they premote rising
level of economic activity
in the world as a whole
and particularly in the
industrial countries and,
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thus, affect critically the
conditions of demand fof
imports from lower income
countries, The price and
volume of exports of deve-
loping countries could take
a turn for the better or the
worse depending very much
on the adequacy or inade-
quacy of internatjonal liqui-
dity.” Secondly, the vital
flow of development capi-
tal from industrial coun-
tries to the rest of the
world depends directly on
the liquidity margins of
the capital exporting coun-
t-1es.d

During the 1950s, from
the standpoint of the indus-
trial countries, the interna-
tional monetary system
appeared to be working re-
asonably well. But the ex-
perience of the developing
countries was much less
happy, and many of them
could not maintain an ade-
quate rate of growth
because they were unable
to reconcile the objectives
of external and internal
stability. During the 1960s
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EVERY
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MEANS
EMPLOYMENT FOR
MORE THAN
\ 12 PEOPLEZ

&

Telco has already created employment for
over three million people. Each additionatl
TATA vehicle creates work for at least 12
more persons. It is the same with the auto-
mobile industry everywhere—U.S.A., Japan
and Europe.

This enormous employment potential has
a ripple effect which makes its influence felt
all over the country. At petrol pumps, repair
centres, ancillary industries and workshops,
road maintenance, transportation, develop-
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ment projects. It's like a chain reaction. The
more vehicles Telco produces the more jobs
an_d more opportunities.

With crores of people unemployed in the
country, the expansion of sautomobile manu-
facture is especially important at the present
time. This industry has far and away the
highest employment potential and will
bring in its wake wealth and prosperity
throughout the country.

WATA ENGINEERING AND LOCOMOTIVE COMPANY LIMITED
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'ven the industrial nations
xpressed  their  dissatis-
ac'ion with the working
f the system. The causes
at the root were shifts in
the confidence in two curr-
encies the US dollar and
the UK sterling. Secondly,
the process of reserve crea-
tion based on the accretion
of new gold to the mone-
tary authorities, could not
be relied upon to  bring an
orderly growth in the
world~ reserves.  Finally,
there was great concern
regarding the restoration
of the balance in payments
through the working of the
adjustment mechanism.

““There is a need of con-
vergence of measures in the
trade, aid and monetary
fields. Action to improve
the liquidity positions of
the developing countries
should proceed alongside
the measures to improve
the flow of development
finance to them, to stablise
the commodity trade and
expand the access of deve-
loping countries to the
world markets for both
Primary products and fini-
shed manufactures.”® It 18
necessary to achieve &
faster rate of growth of
demand for the products of
the developing countries,
so that they can secure
needed resources for their
development efforts through
trade.

The system of interna-
tional trade and payments,
adopted after the Bretton
Woods Conference and the
Havana Charter, was very
well suited to the climate
of these days. The main
objective at that time was
to prevent the recurrence
of the chaos of the 1930s
—how the industrial coun-
tries could follow the poli-
cies of full employment
without sacrificing the bene-
fits of an expanding world
trade and division of labour.

qually important was the
objective of the reconstruc-
tion of the war hit econo-
mies of the worid. There-
fore the world saw a sys-
tem which was concerned
with the developed market

SPECIAL BUDGET NUMBER

economies alone on the
basis of the assumption that
all  economies, irrespec-
tive of their stages of
development, should be
governed by the same set
of rules and this would
automatically deal with the
international disequilibrium
through monetary fiscal
management and private
capital movements enhan-
ced by it. As a ‘result, the
experience of the whole
world was different from
what was expected. That is
why the final act of the
UNCTAD 1964 was that
developtng countries should
be given a special treatment.

No doubt the difficulties
inherent in the situation
are often complicated by
mismanagement but how-
ever wise and effective the
management of the deve-
loping countries were to be,
it would be impossible for
them to avoid restrictive
trade and payments policies
in the absence of the efforts
by the international com-
munity to create a more
favourable environment for
worldwide development.
The main factor—persis-
tant structural imbalance—
has been responsible render-
ing it impossible for the
developing countries - to
follow the rules of the
international monetary sys-
tem.

According to the report
of the Group of Experts of
the UNCTAD 1965, the
international monetary
system should couple the
creation of the additional
liquidity available to the
developing countries with
the creation of an environ-
ment more favourable to
their retention and their
proper use. In short, fol-
lowing are the possible ways
of increasing the amount
and the availability of liquid
resources:

(1) creation of addition-
al reserve assets;

(2) there should be ex-
pansion of credit facilities
in addition to those of the
IMF;

(3) the conditions gover-

ning the drawings, within
the IMF credit tranches,
should be liberalised in
favour of the developing
countries;

(4) the most important
and basic of them all is to
raise the Fund quotas of
the developing countries;

(5) lastly, we can say that
the IMF compensatory
facclility should be liberali-
sed.

The purpose of the in-
ternational monetary systen
is, after all that of securing
the adoption of appropriate
national and international
policies with a veiw to
achieving higher levels of
employment, higher rate
of growth and greater
mobility of factors in all
countries as well as reduc-
tion in barriers to interna-
tional trade and capitel
flows, including develop-
ment finance. The proposal
to link the provision of
development finance to
a scheme of liquidity crea-

719

tion is, therefore, an inte-
gral part of the monetary
reforms if we focus on the
objectives rather than on
the technicalities of the
reform. Any scheme of in-
ternational monetary reform
should take into account
the problems of the deve-
loping countries raised by
the present and the prospec-
tive shortages of interna-
tional liquidity. Its tech-
nicalities should also not
come in the way of their
objective of  achieving
higher rate of growth. It
should rather assistin that,
without creating any more
problems in the adjust-
ment of the imbalances in
their economies. Professor
Herbert Grubel rightly
remarks that “the provision
of liquidity to the world can
never be adequate if the
mechanism of adjustment
to disturbances of interna-
tional equillibrium does
not function.’’$

As far as the developing
countries are concerned,
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the problem of liquidity
has been analysed from one
aspect only by most of the
experts. They have unduly
emphasised the supply side
of the international reserves.
They have hardly tried to
analyse the demand side of
the problem. The demand
for liquidity is much more
important than the supply
side of it (The argument is
valid for the developed
countries as well).

The problem of liquidity
as such, is not very serious
for the developing countries.
Some of the authorities on
the subject say that there is
no problem of liquidity at
all for these countries. They
are only lacking in resour-
ces for development. In
other words, the only need
of these countries is that of
capital for their develop-
ment programmes. The
problem of international
liquidity exists only among

BASTERN BCONOMIST

the developed economies
such as the USA, the UK.
and western Europe be-
cause these countries can
easily purchase and sell
their currencies. while in the
developing  countries we
witness strict exchange and
trade control measures.
The measures taken by the
rich countries to solve the
problem necessarily come
in the way of the develop-
ing countries.

What is much needed at
the time is the effort of the
developing countries to
persuade the rich countries
for giving more capital aid
to the poor countries so

that this large section of

humanity may come out of
the vicious circle of low
incomes and low standard
of living. In this direction,
the UNCTAD and other
international  institutions
can play a significant role.

As a result of the rccent

historical decision taken by
the US government to
devalue the dollar in terms
of gold by 8.57 per cent and
the simujtaneous revalua-
tion of the European
currencies vis-g-vis  gold,
the overall devaluation of
the US dollar vis-a-vis the
European currencies and
the Japanese “yen” will
help the US to restore bala-
nce in her payments posi-
tion. The developing coun-
tries as well as other
developed countries will be
able to sell to the US less
than the situation earlier to
August, 1971 (when 10 per
cent Import tariff was im-
posed by the US on all the
imports). The realignment
of currencies, after the
decision taken by the Big
Ten recently, will' promote
the exports of the devioping
nations towards the Euro-
pean countries and Japan
because the former will be
able to sell cheaper to
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the latter.

As far as India is con
cerned we can say that she

is also not an exception.:

But we should note here .
one important point that
any change in the parities of
the currencies of the world
does not bring any transfor
mation directly in the way
mentioned above.  Any

devaluation or revaluation -

of currencies alone does not
determine the flow of inter-
national trade. The demand
and supply conditions in the
world market also affect
significantly, As a result
of the revaluation of the
yen and other currencies of
the western Europe it
seems that developing coun-
tries will be able to sell
cheaper and consequently
more to these countries.
But actually India and all
other developing countries
will face one difficulty i.e.
the demand for their.

—
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exports in Japan and Europe
is inelastic. Thus these
countries may find that
they are shipping more to
"Japan and Lurope but
actually obtaining less in
terms of foreign exchange.
On the other hand, exports
from India and from most
of the developing countries
destined to the developed
countries consist mainly of
“such products which have
inelastic supply and this
will also result into adversly
affecting these exporting
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countries.

Only this new adjust-
ment through the realign-
ment of currencies will not
solve the problem of the dev-
loping countries. The system
of non-reciprocal and gene-
ralised preferences should be
fully implemented through
the efforts of the UNCTAD.
Side by side, the develop-
ing countries should diver-
sify their exportsand also
increase their trade and
co-operation among them-

selves. This approach to the
problems of these countries
will significantly improve the
international flow of funds
for the development of dev-
developing countries.
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Efficacy of the Monetary Policy : 1950-69

B:- KUMAR

TIYDITIONALLY MONETARY
policy “focuses on the ob-
jects, the tools and the pro-
cess of regulation of the sup-
ply of money and credit’”.
But since the end of the
second World War radical
changes have taken place in
the concept and technique
of monetary policy. It now
concerns mainly Wwith the
“use of instruments within
the control of the central
bank to influence the level
of aggiegate demand for
goods and services. The
objectives and operations
of the monetary policy have
also undergone complex ch-
anges. onetary  policy
is no more used for achiev-
ing some singular objec-
tives like price stability or
exchangeability of the past
era. Now the monetary
Dolicy is directed to secure
“the maintenance of high
andjstable level of employ-
ment, the maintenance of
Price stability, a satisfactory
state of the balance of pay-

ments and lastly, economic

growth,*s

During the present cen-
tury two main turning
points could be spoted In
;the history of monetary
Policy. Since the great de-
pression of thirties mone-
tary policy has been over-
shadowed by fiscal policy.
The direct effects of fiscal
policy have been preferred
to the repercussions produc-

ed by the monetary policy
with a tiring time gap. The
second turning point 18 of
more recent otigin. Since
the end of the second World
War problems of developing
nations presented a formid-
able challenge which the
traditional monetaty tools
was unable to meet. The
monetary solutions of the
developed countries would
not be readily applied
in the case of underdeve-
loped nations. While em-
phasising this fact Alvin
Hansen obsetved in 1960
that the monetary policy is
one thing in developed coun-
try; it is another matter in
an under-developed coun-
try. . .. Similar courses of
action are not always appro-
priate”.4

Monetary  policy ncw
constitutes a part of the
broader economic policies
of a country. It hasto be
designed and fa§hlqnqd
with a view to fitting it in
the broad economic frame-
work of the country. Now
its role is not only limited
to influencing economic
trends through cost and
availability of credit. “Tra-
ditionally, the major res-
onsibility of a central
gank of a developed nation
is considered to be the use
of general and selective
instruments of credit control
with the prime objective of
maintaining monetary stabi-

lity of the country.”s

In the context of the
underdeveloped  countries
the emphasis of monetary
policy has now shifted from
regulatory function to pro-
motional and developmental
actiyities. In underdevelop-
cd countries the monetary
authorities are often con-
fronted with the dilemma of
conflicting objectives. They
have to choose between
rapid economic growth or
price stability and full
employment or balanced
regional growth. “Every gro-
wing nation is confronted
with the dilemma of how to
achieve the stimulating
effects of an expanding
money supply without suffer-
ing the disruptive conse--
quences of inflation.”8

In pre-Independence days
monetary policy in India
moved in traditional gro-
oves. But with the advent
of planned economic deve-
lopment directed to the
realisation of a socialist
goal, the whole mechanism
of monetary outlook under-
went significant changes.
Efforts have been made to

pattern the monetary policy

in confiormity with the needs
of planned development,
The monetary authority in
our country, namely, the
Reserve Bank of India, wss
nationalised in 1948 to bring
it under direct government

control.  The relationship
between the monetary and
fiscal policies had also
undergone alterations. The
new thinking assumed that
“fiscal policy” is often
a more important determi-
nant of aggregate demand
than monetary policy. Both
monetary and fiscal operat-
ions have repercussions on
the whole economy, affect-
ing the price level, balance
of payments, the level of
industrial activities and
employment. While mone-
tary policy influences econo-
mic trends, especially inven-
tory investment, fiscal policy
directly affects the finan-
cial resources and pur-
chasing power in the hands
of the public.”?

Moreover in Indian con-
dition  monetary policy
could not only be used for
the control of the volume
and cost of credit but has
to ensure the flow of bank
credit to specific priority
sectors of the economy.

The first Plan document
emphasised that “Central
banking in a planned eco-
nomy can hardly be confined
to the regulation of the
overall supply of credit or to
a somewhat negative regu-
lation of the flow of bank
credit. It would have to
take on a direct and active
role, firstly, in creating or
helping to create the machi-
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nery needed for financing
developmental activities all
over the countrv and,
secondly, in ensuring that
the finance avzilable flows
in the directions needed.””®

The planning strategy
necessitated the application
of modified technique of
selective credit control with
a view to canalising the flow
of bank credit towards desir-
able sectors without creat-
ing unhealthy restraints on
currency or bank credit.
The creation of credit in the
process of economic growth
18 considered unavoidable
for meeting the liquidity re-
quirements. According to
the first Plan ¢Credit creat-
ion somewhat in anticipa-
tion of the increase in

roduction and the availabi-
ity of a genuine saving” was
essential because “without
this kind of initial push, the
upward process may not
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start at all and may fail to
gather momentum.”

The first Plan was laun-
ched in the background of
high inflation generated
during post-war and parti-
tion era. In the beginning the
monetary policy was mainly
used to regulate the volume
of bank credit through the
use of traditional weapons
of credit control. ~But
since the beginning of the
second Plan monetary policy
has been used more pur-
posively and selectively.

The basic objectives of
monetary policy, besides
pursuing the general policy
of controling the supply to
stabilise price level, as
followed during the succes-
sive Plan periods cou'd be
sct out as below :

1. Controlled expansion
of money supply to

match the growth of real
national income. The
need for expansion of
money aris:s due to d:-
mand for liquidity as a
component of savings
and reduction of non-
monetised sectors in the
economy.

2. With a sizable part of
the planned develop-
mental outlays being
financed by resort to
deficit financing and pri-
mary money expansion
being  inevitable, the
monetary weapons had
to be directed towards
restraining the secondary
expansion of credit by
banks.

3. As a  developing
country, India is faced
with a scarcity of re-
sources. Hence all the
resources including the
bank credit has to be
canalised for the growth
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of priority sectors of the

economy. Rationalisa-

tion and not the restrain-

ts on bank credit constl-
tute the key-note Of”
monetary technique 1t

the country. Curbing

demand for credit by 8

non-cssential sector 18

the responsibility of the

monetary authorities.

4. Check on speculative .

hoarding ecither by -the
producers or middlemen
for controlling artificial
scarcity and price spiral.

Selective credit cont.rol,

has assumed special 1m-
portance in this context.

5. With the nationalisa-
tion of banks in 1969 the
monetary policy now
aims at ensuring that
the “‘availability of credit
for various types of sriall
producers and other
business units is adequ-

atec and on reasonable’

——

equipment.

Just as India’s chemical industry was developing,
cquipment. That meant heavy drain on our precious foreign exchange.
In 1966, Bharat Hcavy Plate & Vessels Ltd., entered the arena.

SERVING THE NATION’S PROCESS INDUSTRY

BY FABRICATING QUALITY PROCESS EQUIPMENT

A nation’s growing fertilizer, petroleum and petro-chemical industry calls for quality process equipment.
manufacturers looked to foreign countries for process

That was the beginning. Today our chemical industry's relianze on imported equipment is considerably
lessened. And we save several crores in foreign exchange.

Bharat Heavy Plate & Vessels with a total cadacity of over 23,000 tons, now handles all kinds of made-
to-order process equipmeont.

The wide range of equipment manufactured ircludes: Light, medium and heavy columns,
Heat Exchangers, Waste heat boilers, Receivers, Spare parts etc.
All items are made to conform to any International Code specified.
To serve India’s process industry in an effective way.

and now we offer

EXTRA HIGH PRESSURE VESSELS OF LAYERED CONSTRUCTION
and
AIR and GAS SEPARATION PLANTS and LOW TEMPERATURE

PURIFICATION UNITS OF ALL SIZES

BHARAT HEAVY PLATE & VESSELS LTD.,

VISAKHAPATNAM-12 (AP.)

~~—

To manufacture quality process

Storage vess=ls,
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terms. This would in-
volve...... creation of
appropriate institutions,
spreading them through
all areas and evolving
suitable procedures’.
This involves diffusion of
bank credit.

6. With the introduction
of social control in 1968
and the inception of the
era of credit planning in
the country, the National
Credit Council and the
Reserve Bank have
emerged as the twin re-
gulator of the monetary
po'icy and new dimen-
sion in monetary sphere
has opened. This has
shifted bias of monetary
policy in favour of direc-
ted expansion instead of
controlled expansion of
money supply.

7. To evolve a suitable
rate of interest.

8. To regulate invest-
ment in the private Sec-
tor.

These objectives should
Constitute the cornerstone
for méasuring the effective-
Dess of the monetary policy
In the country rather than
any subjective conjectures.

Before analysing the vari-
Ous aspects of the monetary
policy it would be appro-
Priate to spotlight the limi-
tations and institutional
deficiencies under which the
Monetary policy has to
Operate in our country.

In the planned economic
Structure of the country
Monetary policy has to sub-
Serve  Jargely the fiscal
Measures. [t is the fiscal
Policy which is largely con-
cerne i with “‘effecting struc-
tural changes in the econo-
my while monetary policy
Would be aimed at regula-
ting investment in the
Private sector.”?

In practice the RBI is
not the sole regulator of
money supply. Money ex-
Pansion also takes place
due to budgetary operations
over which the RBI has no
control. There is no statu-
tory limit on the borrowings
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from the RBI by the govern-
ment which leads to both
currency and depos t expan-
sion.

The balance of payments

_position has also restricted

the influence of RBI’s tools
as it is also a source of
money variation, particular-
ly the imports under PL 480.

Monetary policy mainly
«influences economic trends,
especially investment, thro-
ugh the cost and availability
of credit”.20 )t has no direct
control over private invest-
ment.

The impact of monetary
policy is limited to short
term private 1nvestments.
Long-term investment ori-
ginating in_capital market
lies beyond its direct control.
Several transactions origl-
nating in capital markets
terminate in money matket
on which the RBI has little
control.

The institutional frame-
work under which the mo-
netary policy is to operate
also hinders its eflective-
ness. Mention may be made
of the following institution-
al hinderances :

(i) Existence of a mixed
economy dominated by
a large public sector on
which the RB1 has no
control,

(ii) heavy public expen-
ditures on non-produce
able items like defence,
ublic welfare, educat-
jon etc.,

(iii) presence of unorga-
nised money market
particularly in rural
areas,

iv) existence of a large
non-monetised  barter
economy in the country-
side,

Y) preponderance of a
arge decentralised in-
dustrial sector scattered
over the length and
breadth of the country
which operates under
little control.

The country being pre-
dominantly  agricultural,
living conditions of its

rural population have im-
proved during the Plan
period but spending habits
are remotely amenable to
either fiscal or monetary
measures.

In an economy threatened
with continual inflation the
“monetary authorities have
to combin: the various
monetary techniques to
optimum advantage”. ! But
so far no formula has been
evolved to determine the
optimum point.

The legal and institution-
al tools of monetary policy
of the Reserve Bank of
India are derived from the
RBI Act and the Banking
Regulations Act.The general
irstruments of credit control
are available under the RBI
Act while Sec. 21 () of the
Banking Regulations Act
confers upon it the power
to control and direct bank
advances. The Banking Re-
gulations Act provides that
the RBI “‘may determine the
policy in relation to advan-
ces to be followed by bank-
ing companics generally or

123

by any banking company in
particular, and when the
policy has been determined,
all banking companies, or
the banking company con-
cerned, as the case may be,
shall be bound to follcw the
policy as so determined” 12

The RBI possesses all
the  general tools of
monetary policy available
toa central bank, namely
the Bank Rate, open mar-
ket operations and variable
rescrve ratio. But it has
used more extensively the
weapons of selective credit
control since 1956, to fur-
ther the cause of the plan-
ned economic growth. The
tools for this purpose inclu-
des issue of directives,
moral suasion and credit
planning. It may however
be pointed out that no dis-

tinction has been made
between qualitative and
selective  credit  control

in India.®®* But the term
selective control has a
wider detonation than the
qualitative control which
concerns only with directing
the use of credit from supply

&
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side. The  sclective  credit
control  regulates  both
supply and demand of bank
credits.

The evolution of the tools
of general and selective
credit control since 1947
could be briefly traced out
as follows.

Monetary policy took a
directional change in 1951
when the Bank Rate was rai-
sed from three per cent to
3.5 per cent with a view to
“making the Bank Rate
effective””. The open market
operations was also changed
as the RBI refrained from
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outright purchase of govern-
ment securities, as was the
practice hitherto, to finance
seasonal requirements. ins-
tead it offered to advance
money at prevailing Bank
Rate. In 1952, a scheme for
creation of Bill Market was
put into opcration. RBI
became discriminating in its
open market operations.

In 1956, by an amend-
ment to the RBI Act, a
system of flexible reserve
ratio was introduced for the
first time in the country.
The system of notc issue
was also changed from pro-
portional reserve system to

minimum  reserve system
under which the bank has
been empowered to maintain
a minimum gold reserve of
Rs 115 crores and Rs 85
crores of (relaxable) other
securities. The year 1956
also marked the beginning
of the systematic application
of ‘direc'ive’ powers for se-
lective credit control. 1In
1965, the credit authorisa-
tion scheme was introduced
under which the scheduled
banks are required to obtain
RBI's authorisation before
sanction of fresh credit to
persons enjoying credit of
Rs one crore or more from
the cntire banking system,

April 7, 1972
secured or unsecured.

But during the last two
decades of economic deve-
lopment the credit system
failed to subserve the plan-
ned economic needs of the
country. Credit planning
doss not constitutc an
integral part of the overall
planning. Under the scheme
of social control over the

commercial banks in 1968,a

National Credit Council
was set up to assess periodi-
cally the ciedit requirements
of the different sectors and
draw a blueprint for credit
flow to the priority sectors.
This shift to credit planning
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son and donkey ?
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Was clearly caused by the
realisation of the inadequa-
Cies of the monetary ctforts
Juade so far.

Bank Rate : In India
Bank Rate is the “standard
rate at which the RBI is pre-
Pared o buy or rediscount
bill of exchange or other
commetcial paper eligibl:
for purchase.”

But in view of the scarcity
of eligible papers the rate at
which advances arc made by
the RBI is “treated as equi-
Valent of Bank Rate”.!s

. In Keynesian analysis re-
liance on Bank Rate as the
effective regulator of econo-
mic activities has becn re-
duced. But in post war era
the Bank Rate again assu-
med significance due to grea-
ter emphasis on employment
and output instead of short
Tun cyclical stability, increa-
$ed liquidity with the pub-
ic and large holdings of
Short-term government secu-
Tties by the commercial
banks,

The RBI Act also specifies
the papers eligible for redis-
count. The bills are redis-

counted for a fixed maturity :

S months in case of agri-
cultural bill, 180 days in
BXport bills and 90 days in
Case of other bills.

However little use has
een made of rediscount
g."l'cy due tc absence of a
ill " market. Alternative
Method of advances to
anks repayable either on
®mand or after fixed period
Not exceeding 180 days in

TABLE 1

BANK RATES : 1935-68

Year Banks Rate?;
1935 Nov. 3 from 3t
51 3t
1963 jan, ' 44
1964 Sept. 5
1965 Feb. 6
1968 March 5
M—,
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case of export bills and 90
days for other bills, have
been used extensively. The
Bank Rate has been mainly
used to regulate the cost
and availability of credit to
the private sector.

The changeseilected tn the
Bank Rate since 1951 are as
given in Table I.

With a view to avoiding in-
crease in general Bank Rate
the RBL also experiment-
ed in quota or penal interest
rates between Oct. 1960 to
Sept. 1964 under which the
banks were given a basic
quota equal to a specific
percentage of the statutory
reserve requirements. Up to
this quota the banks bor-
rowed from the RBI at
the Bank Rate. Borrowings
above this queta were sub-
ject to graded lending rates.
This system closely resem-
bled to what is known as
‘Rationing of Credit’ by
the central binks. But
this practice proved inef:
fective in restraining banks
borrowings from the RBI,
hence it was discarded.

A new system of “sliding
scale of interest rates based
on the net liquidity ratios
of the borrowing banks has
been introduced in Sept.
1964, (net liquidity repre-
sents total of cash balance,
balance with the RBI and
other banks. Investment in
government and approved

securities less borrowings
from RBI, SBI and
IDBI). The minimum

liquidity ratio in operation
since May 1970 is 32 per
cent. Interest above on: per
cent of the Bank Rate is
charged for every drop of
one point, or a fraction, In
net liquidity ratio. The
penal rates are charged only
in respect of borrowings in
excess of the amount which
a bank is entitled to raise
from the RBl atthe Bank
Rate.

The Bank Rate does not
prove effective either in rest-
raining bank credit or pro-
ducing other desired efiects
on output, employment or
balance of payments as we
shall see later. Its effective-

ness was reduced due to the
following limitations.

For being effective, the
commercial banks should
resort to help from the
central bank on adequate
scale. But In India the
amount of borrowings by the
banks still constitutes 3 per
cent of the total bank cre-
dit in 1968-69 as compared
to 2 per centin 1950-51 i.e.
Rs 106 crores from Rs
12.4 crores.

The Bank Rate usually
acts as a pace setter to
other market rates of in-
terest, both short term and
long term. But so far such
rates hardly conformed to
the changes in Bank Rate.
That is why RBI cxcer-
cising 1ts power under Scc.
21 and 35A of the Banking
Regulaticns Act fixed the
interest rate on saving and
time deposits and advances
of the banks.

The success of Bank Rate
depends on the existence of
a highly developed bill

735

market in the country. The
RBI's efforts for develop-
ing a suitable bill market
in the country has not been
rewarded well.

As this weapon acts
through banking system a
large part of the population
remain unaffected by its
operation. Banking habits
are still poor in the country
as there are only one million
depositors out of 530 millon
of population. There is only
one bank for a population
of 85,000 in the country. The
per capita deposit was as
low as Rs 77 in 1967.

Bank Rate also affects
the movement of short-term
funds to and from the coun-
try. But in a developing
country the dimension of
such transactions are small
and could be regulated
through exchange control.

Thus in view of the limi-
tations of the Bank Rate the
“Approach of the RBI so
far has beecn to make a
modest use of this instru-

* The Indian

nadu.

Cardamom Industry.

Cardamom

INDIAN CARDAMOM

Industry is based

on plantations spread over 86,000 hectares
in the States of Kerala, Mysore and Tamil-

* During 1970-71 India produced 3170 M.T.
of Cardamom, and exported 1705 M.T. to
over 50 countries of the world bringing home

112 million Rupees as foreign exchange.

CARDAMOM BOARD serves the nation by
promoting the aliround development of the
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ment”.1¢ Mr HV.R. Iengar,
the former Governor
of RBI observed that
“our attitude has been
neither to discard the Bank
rate instrument nor fo use
it.. . .frequently”.

Opzn market opcrations
consists of purchase and
sales by the central bank,
of not only government
securities but equities as
well as gold and foreign
exchange. But practically
the operation is conduc-
ted only in government
securities,. This technique
of credit policy is now-a-
days used in conjunction
with Bank Rate and com-
mands certain superiority
as it; (a) affects the banks
reserves directly, (b) this is
a continuous process, (€)
absence of comrgulsion in
dealings, and (d) dircct
influenece on  long-term
rates.

In India open market
operations have been used

EASTERN ECONOMIST

mainly to achieve the fol-
lcwing objectives.

(i) To assist commercial
banks to tide over seasonal
stringencies,

(ii) to restra’'n credit, and

(iii) to assist government
in borrowing operations,
maintaining an  orderly
market for government sc-
curities, grooming market
for new issues and directly
affecting the volume, price
and yield on particular
issues.

The RBI under Sec.
17(8) of the Actis empo-
wered for “dealing in securi-
ties of central or state
government or local bodies
of any maturity or guaran-
teed by the government”-
Under Sec, 17 (2)(a) itis
also entitled to purchase
or sell short-term com-
mercial bills. But it can’t
deal in equities of any fi-
nancral institutions unless
notified by the government

of India. In 1935-36, the
RBI had asmall security
portfolio. But now its port-
folio is large. The RBI
conducts sale or purchase
of securities through ap-
proved dealers. Bombay,
Calcutta  and Madras
constitute the main shop-
ping centres. But the
dealers diffused such tran-
sactions over a wider area.
The RBI has also been
engaged on ‘switch’ opera-
tions i.e. purchase of one
loan against sale ofanother
and vice versa.

Table 11 depicts the
position of net purchase
or sale of securities by the
Reserve Bank since 1950-51,

During 1950-69 the RBI
made net purchases on
five occasions against n-t
sales on 15 occasions in-
dicating  anti-inflationary
bias. During 1944-60
the RBI made a net pur-
chase of Rs 30 crores.
Sales have been parti-

April 7, 1972

TABLE 1
OPEN MARKET

OPERATIONS
(Rs crores) ,

]

(Net  purchase—

Net sale)
1950-51 —56
1951-52 —12
1952-53 1.2
1953-54 22.1
1954-55 28
1955-56 16
1956-57 —19.2
1957-58 65.2
1958-59 89
1959-60 60
1960-61 —6.5
1961-62 —.8
1962-63 11
1963-64 45
1964-65 95
1965-66 20
1966-67 61
1967-68 55
1968-(9 75
Note: Fig. since 1964-65

are approximate.

Source: Various
tions of RBI.

publica-
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cularly heavy during 1964~
69,i.e. Rs 320 crores in all.

The open market policy
has also failed to produce
any appreciable effects on
price, credit etc. fronts due
to the following factors.
Open market operations re-
quired developed security
market while in India
“the gilt edged market is
however, narrow™ .18 This
precludes large scale op:-
ration by the bank since
they would unduly disturb
security prices.!?

The open market ope-a-
tion have been employed
by the RBI primarily to
assist the government in
their borrowings. This has
not assumed the role of
a full-fledged instrument of
credit policy.

The commercial banks
which account for nearly 23
per cent of the government
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securities can  purchase
securities freely but they
cannot sell below the speci-
fied liquidity requirements.

The small volume of ope-
rations in the background
of high development out-
lays, large size of portfolio
and high monetary expan-
sion restricted its influence.

“The real tapping of re-
sources by making gilt cdged
securities popular among
middie classes and rural
and urban areas has not
taken place.’20

The RBI was armed with
this tcol only in 1956 when
by an amendment the RBI
was empowered to vary the
reserve ratio between 5 and
20 per cent on demand depo-
sits and 2 and 8 per cent on
time d-posits. But in 1962 it
was further modified and
now the RBI can vary this
rate between 3 and 15 per

cent of both the demand
and time deposits.

The RBI has used this
tool very sparingly. In 1960
the RBI required the banks
to maintain additional cash
reserve against excess depo-
sits based on a  specified
date. But this met with
little success as banks mini-
mised its impact partly by
(1) recourse to more borro-
wings from the RBI and
partly (2) by liquidating
part of their government
securities. In order to coun-
teract this the RBI raised
the liquidity requirements
from 20 to 25 per cent in
1962.

Selective credit control is
concerned with the distribu-
tion and direction of the
available credit in the de-
sired sectors. The RBI
has placed greater reliance
on this tool since 1956.
The RBI's power to con-
trol advances by banking

April 7, 1972°

companics are regulated
according to Sec. 21 (1) (2),
35A(1)(2) and 36 (1)(@)
of the Banking Regulauons
Act. Under these provl
sions the RBI can direct
and seek compliance from
the banks relating to the
purpose, margin, maximum
limits ctc. of the lending
operations if required In
public, internal b_ankmE
policy or individual interest
of the banks concerned.

Selective credit control
has been used for control-
ling inventory  stocking
or consumers’ credit pur-
poses. It is executed by (1)
direction to banks for not
granting excess loans against
commodities in  general,
(2) fixing ceiling on advances
to individuals, (3) raising t0
existing margins in respecs
of loans against paddy etc.
and (4) discriminting rate 0
interest.

Presently it covers com-

April 7, 1972

modities like foodgrains,
oilseeds, cotton, sugar,
Vegetable oils, jute aud such
other commodities having
shoit supply or subject
to speculative demand.

In 1965, the Reserve Bank
ako introduced a ‘Credit
Authorisation Scheme’ un-
der which banks are required
to obtain RBI authorisa-
tion before sanctioning any
fresh credit limit of rupees
One crore (bv all banksg or
more, Since 1970 the nation-
alised banks are required
to abtain the prior approval
of the RBI for certain
lvestment, lowering of mar-
8in, interest rates ctc.

The efficacy of solective
Credit control measure has
en dampened, as we shall
ses later, due to large num-
ber of banks involved and
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seasonal character of money
market. However it has
helped in transfer of short
term funds from non-essen-
tial or priority sectors. Butit
cannot ensure flow of credit
to all the productive sectors.

In addition to above met-
hods, the technique of moral
suation have been used
by the RBI to secure
both general and selective
control of credit. Discus-
sions, meetings, Seminars,
Jetters of request and sup-
ply of informations have
been the usual modes of
preparing grounds for major
shifts in selective cred{t
control or banks’ credit
policy.

Now we are in a position
to draw definite conclusions
regarding the extent of effi-
cacy of the credit control
measures, both general and

selective, during the last
two decades.

The tools of general credit
control were mainly directed
towards securing effective
control over bank credit,
particularly the secondary
expansion, through regula-
tion of cost and availability
of credit. On the whole, the
RBI effort was directed
towards containing mone-
tary element in the price
spiral. Table III depicts the
various economic indicators
vis-a-vis the success or gene-
ral credit control measures.

Table LIl clearly ind'-
cates that the erratic
behaviour of prices, un-
related increase in money
supply, deposits and bank
credits and marginal im-
portance of borrowings from
the RBI and the volume
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of bills purchased and di:
counted have left behin
a confused trail vis-a-vi
the application of genera
tools of credit control
defying any rational ex
planation of the pheno
mena. The table further
reveals the inability of RBI*:
measures 10 cope  witl
the money and price sitva
tion. The National Produc
accounts for functional in-
crease in prices. But the
functional factors like con-
sumption, saving etc. and
other non-economic factors
like  hoarding  cannot
explain for more than
50 pet cent of the price rise.

The general credit con-
trol measures served mainly
as a damper and not as an
effective curb on prices.

So far as selective control
measures are concerned, their

INEFFECTIVENESS OF GENERAL CREDIT CONTROL MEASURES

(Rscrores) -
— — ice i t increase in Bank Bills
] Bank Rate  Open M.O. price rise Percen b :
m ' Ye Per cent . orrowing P&D
THE REVOLUTIONARY TAMIL NADU BUDGET N T Neeur— wholewlet oy Dot B T of total redi
_The present Tamil Nadu Budget indicates our swift and unswerving steps towards Net sale y _ T T
socialism. It augurs prosperity and equality. It proposes enormous expenditure on: Bs‘o*——-“““*""‘“"‘““_’ T —_ — — — 2.4 8.
THE WELFARE OF HARIJANS AND BACKWARD CLASSES : 1955-?6 ii —.17 —17.3 11 20 24.7 8.7 15.0
The Provision for Harllan Welfare has been raised to Rs. 8.41 crores in 1972-73 1960.6] 4 204.5 35 30 26.4 74.2 7.4 16
trom Rs. 3.59 crores in 1966-67. 1965-66 5-41.5.6  107.2 32.2 56 97 3 3.2 15
For the Backward Classes it has been raised to Rs. 4.68 crores in 1972-73 from 1968-69 6-5 191 6.3 23.2 4 0.1 3.1 17.7
Rs. 0.91 crore in 1966-67. : P

omitted as it was used only once. *For Plan periods.
s various publications & Handbaok of Economic Informations, F inance Ministry.

EDUCATION :

The outlay for education is raised to Rs. 89.85 crores in 1972-73 from Rs. 53.56
crores in 1966-67.

AGRICULTURE : '

To quicken Green Revolution the short and long term credits given by the Co-
operatives have shot upto Rs. 61.00 crores In 1972-73 from Rs. 31.41 crores in 1966-67.
BEGGAR REHABILITATION :

Proposals are there to accelerate the rehabilitation of beggars, in addition to
rehabilitation centres at Paranur, Ulundurpet and Bargur.

NOTE : Varjable Reserve Ratio has been :
Sources : Compiled from RBI

TABLE IV

CTIVE CREDIT CONTROL OVER PATTERN OF BANKS
EFFECI%?&‘ANSE{:JSE AGAINST SELECTED COMMODITIES

(Rs. crores and ¥ to total credit) -

MARCH TOWARDS SOCIALISM : Items 1954 1961 16 et
Apart from the abrupt reduction of ceiling from 30 to 15 standard acres, the ceilin —— : ° ° Y
on family holding has been reduced from 60 to 40 acres with Immediate effect. in additiong, Advances % Advances % Advances % Advances 7
the exemption on sugar-cane and grazing Lands and on Trusts have also been revoked.
In order to protect tenants their arrears upto 30th June are wined out, ;"\"“*’”"-" 26.5 2.0 70.2 2.2 83.3 2.4
ABOVE ALL Rage n.a. - 9.7 37 62.5 219 68.1 2.0
t has been proposed in this Budget to he'p the labourers have share in the invest- "7 Cotton n.4a. 01 0.9 16.7 0.8 86 0.2
ment and participate in the administration of the undertakings of Co-operative and Cmton . ;12.a8‘ 9—.-—7 o s 284 4 122 o8 neé.
PublacTShe‘:tors. ‘ - , B Jute tox 337 6.1 52.1 4.0 122.2 5.0 6.2 0.2
revolutionary Budget to establish an equalitarian society has been hailed by S ex etc. ’ 6.3 100.8 7.9 123.0 5.0 102.6 3.0
the public with confidence and gratitude. Ch:f. 34.4 . 33'0 3.0 76.2 25 471 1'3
The Government alone cannot bear responsibility. Voo micals, dyes etc.  n.a. _ 27.4 2.7 39.6 1.1 1.6 '
Let us extend our Co-operation with all our ability. 8. oils n.a. - ‘ ' ' ' ' neg-
e,

DEPARTMENT OF INFORMATION AND PUBLIC RELATIONS,

e vn —
GOVERNMENT OF TAMIL NADU ources : Vatious publications of RBI

*Estimates for busy seasens ¢ nly.
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impact was  localised and
short term in nature. It
helped in containing the
prices of scarce goods dur-
ing busy sedsons. That
it has not produced any
structural changes in banks
operation could be seen
from Table IV (p. 729) which
depicts comparative seasonal
trends in  advances against
various  goods during
1966-69.

Table IV fully demons-
trates the limited wuse of
credit policies so far. “The
credit policies — sclective
as will as general — adop-
ted by the RBI have not
had adequate impact on
the price situation, even
though Reserve Bank of
India has been very persis-
tent on the application of

these measures and has
been taking  num-rous
measures from time to
time’. 21

Besides, there are other
neglected but important
aspects of the e¢conomy
which could be attributed
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to the qualitative lapses of
the monetary policy.

The operation of mo-
netary policy failed to curb
the centralisation of bank
credit in a few hands. At
the time of nationalisation
in 1969 of 14 major banks,
it was stated that out of
the total bank credit of Rs
2400 crores some 600 fami-
lies accounted for nearly
Rs 1400 crores of advances,
out of one million account
holders.

Regional disparities in
banking development s
another lapse of the credit
policy. In 1968 out of a
total bapk credit of Rs
3.103.1 crores, the states of
Maharashtra, West Bengal,
Tamil Nadu and Gujarat ac-
counted for Rs 2,080 crores
rcpresenting  more  than
2/3rds of advances while the
porulous and large states
of Bihar, Uttar Pradesh,
Madhya Pradesh etc. star-

ved for  developmental
finance.
With the growth of

capital market (IFC, SFCs,
NIDC, ICICI, IDA, UTI,
LIC etc.) long term ad-
vance for capitel goods
industries were assured.
But monetary policy, even
failed to promote a balan-
ced development of con-
sumers’ goods industries,
which needed short accom-
modation. Their progress
has been tardy.

The neglect of priori-
ties sectors like agriculture,
small industries and export
are too well known and re-
quire no repetition,

The ineffectiveness of
monetary measures and the
exclusion of credit plan-
ning from the ‘plan fra-
mes’ have proved a costly
lapse  from the view-
goim of price situation,
anking operations, balan-
ced growth, intra-sectoral
balance or progress of
priority sectors.

The  introduction of *So-
cial Control’ in 1968 under
which the National Credit
Council was entrusted with
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the task of preparing the
blueprints for sectoral loW
of credit was a part of this
lelated realisation.

With the inclusion of al-
most entire banking sectof
within the public sector !
role of monetary policy has
undergone dimensiona
changes. The problem ©
credit control in the tradt
tional sense is now relega
tedto the secondary posi
tion. ‘Credit Plapning has
gained ascedency in the
annals of monctary policy-
Now the role and_dircction
of monetary policy shoul
be mainly as follows:

Controlled expansion and
direction of credit according
to the long term and shert
term credit plans which
should form part of the
overall planning strategy ©
the country.

Monetary policy be chief-
ly used to secure short term
objectives while the long
term objectives be tagge

—

THE STORY OF GROWTH

The story of SIDCO is the story of growth; growth
The problems of Small Scale Industries—problems ¢
raw-materials, knowhow, infrastructure,

SIDCO's record of service to help solve the problems of Small Industries in Tamil Nadu
has resulted in many a smiling face.

SIDCO has so far distributed scarce raw-materials, iron and steel and the like
worth over Rs, 4} crores.

SIDCO has constructed 17 worksheds to accommodate the small industries in
Ambattur. Another batch of 30 worksheds will be taken up shortly.

SIDCO has so far assisted over 150 entrepreneurs to purchase machineries worth
over Rs. 71 lakhs. Special attractive schemes for educated unemployed persons
available.

SIDCO has also advised many entrepreneurs in meeting the problems of setting
up new industries.

SIDCO’s new loan scheme envisages assistance upto Rs. 1 fakh which could be
used even for working capital purposes.

All under one roof of SIDCO, operating through its Head Office at Madras and four
Branch Offices at Madurai, Colmbatore, Trichy and Vellore.

COME TO SIDCO — the understanding people.

TAMIL NADU SMALL INDUSTRIES DEVELOPMENT CORPORATION

122, ANNA SALAIl, MADRAS-6

in a problem solving context.
reated out of scarcity—scarcity of
finance—of various other kinds.
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.

with the overall planning
abjectives. .

« - Monetary policy should
also be directed towards
controlling seasonal fluc-
tuations ~ although with

growing apricultural stabi-

lity this may not be subs-
tantially necessary after a
few years.

Conditions in India de-
mand that the country’s
monetary authority, namely
the Reserve Bank of India,

_ should be converted into a

SPECIAL BUDGET NUMBER

credit controlling-cum-cre-
dit planning body. 1t must
also endeavour to develop
some new devices for credit
management suited to the
mixed, planned ecanomic
structure. wedded to 4
socialist goal.
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'lntra-Sectoral Allocations in Agriculture
R. KESHAV

ONE OF the important as-
Pects of economic planning
is the allocation of capital
Tesources, with a view fo
attaining set objectives. This
Problem has two dimen-
Sions, inter-sectoral and
intra-sectoral, The prob-
lem of allocation of re-
Sources within each sector
IS as important as between
the different sectors such as
agriculture and industay.

this article, given the
allocation made in the first
three five-year Plans, an
attempy js made to examine
the consjstency between the
financial allocations within
the agricultural sector. Con-
Sistency between financial
allocations in the agricul-
tura) sector is construed as
how far the financial allo-
cations between  diverse
agricultural  programmes
armounise with one another
;0r integrated operations
i the agricuftural sector..

This article proposes to
®Xamine the intra-sectoral
allacation with an outline
of objactives of agricultural
Manning. The objectives of
the first Plan were to initiate
the development process and
to  stabilise the nation
SConomically.! Quite ob-
Viously, the Plan emphasised
On increase in ageicultural
Production, to mitigate the
Severity of inflation and
004 shortage. The objec-
tives of the seccnd Plan

were tc provide adequate
food to support the increas-
ed population and the raw
materials needed for @
growing ccenomy and also
to make available larger
exportable  surpluses 05
agricuftural  commodities.
Agricultural programme in
the sccond Plan was thus
gearcd to buttress the In-
dustrial
supplying adequately wage
goods, raw materials and
joreign cxchange. The ob-
jectives of the third Plan
were also analogous to the
second Plan. Its objectives
were to achieve self-suffi
ciency in foodgrains and to
meet the requirements of
industry and exports.® Be-
sides, the second and third
Plans took note of under-
cmployment  of disguised
unemployment in the agri-

programme by

short, while the short-run
objective has been to equi-
kbrate  the population
growth and food production,
the long-run objective has
been to attain self-sufficiency
in foodgrains as well as to
support the industrial and
export sector.  In confor-
mity with these general ob-
jectives of agricultural plan-
ning, specific targets were
laid down for varied agri-
cultural programmes. Re-
ference to these targets will
be made in the latter part
of the article, where we dis-
cuss the results of the intra-
sectoral allocations.

Agriculture being in the
private sector, cntails pub-
lic investment to confine to
the development of infra-
structurc,  Public  invest-
ments in agriculture can be

direct investment and in-
vestment on basic utilities.
Wiile direct investment re-
fers_to the  investments
specified in the Plan docu-
ments as ‘Programmes of
Agriculture’, the investment
on basic utilitics confines
to the projects which are

cssential to  agricultural
development.  Major and
medium  irrigaticn pre-

jects form the very impos-
tant item, which comes un.
der the scope of agricultural
sector,

The amount and the rela-
tive share of allocations for
agriculture in the three
.‘;’Jans are set forth in Table

Table I indicates the
general pattern of invest-
ment in the agricultural sec.

cultural = planning. In  broadly categorised into  tor. First,investment on irri-
Tastel
INVESTMENT IN AGRICULTURY UNDYR FIRST THREE PLANS
(Rs crores)
T T _ Tnvestment,
_ Direct Yo age on basic
investment of utilities 9, age
Plan (outlay on total i.e. invest- of Plan
agricultural  Plan outlay ment on outlay
programmes) irrigation,
maj & medium
— e 299 (2) 15 300 (d) 5
]s:éi;}nd Plan 530 (b, 5t 420 () 9
Triri Plan 1088 9 (c) 12-8 583 (f) 6

—

Saurces: (a) Review of the F.P. P. 2 Govt. of India,
(b) Third Five=Year Plan (a) P. 33.38. Govt. of Indig.
(c) Fourth Five-Year Plan P. 65, Annexuse I.

(i) 111 Plan P. 384

(e) 111 Plan P, 35

(f) Fourth Plan P. 65. Annexure-L
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gation, a basic utility essen-
tial tc the agricultural de-
velopment, has been in-
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be grouped broadly into:
(1) Investments onbasic uti-

relative importance of each
programme in terms of in-
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lies in the fact that many
of the production programm’

ment lity in agricultural sector, Vestment cannot be ascer- mes require warchousing,
creasing since the first Plan.  pamely, irrigation; and (2) tained. storage . and  marketing
In absolute tenn3(s)o it in- direct investmients which facilities for their Suc*
creased from Rs crores  comprise agricultural pro- e f : f : .
; d . 0 cessful implementation
in the first Plan to Rs 420  grammes. Table Il explains The share of investment pl ;

crores, and Rs 583 crores 1n

the composition of direct

expenditure on allied activi-
ties is rather insignificant

The inadequacy and It
consistency of mvestment.

the second and third Plan  investment om agricultural ;¢ ¢, been’:
. e mpared to agricultural between them have DetR
periods respectively. In  programmes under the Plans. producgon progragtrxmes a:d pointed out, while ap
terms of l""“?en.‘f"‘i‘ge’ there . . Community  development  pPrasing the success ©F
has been a significant dec- The investment on agri- programme. Although such  Production  programmes.
line in the Plan expendi- cultural production pro- -

ture as compared tc the
investment on agricultural

grammes has been on the
increase since the first Plan.

activities as fisheries, dairy-
Ing and milk supply do not
have direct bearing on agri-

The community develop-
ment programme includes

programmes. Secondly in- It increased from Rs 182  ypueai ) within i  activities
vestments of agr‘lcultugal crores in the first Plan to gr;m;?e tphf;d:ctss;gtnthe p:z rclltal:ligg xttz Z?r?éuu‘:x o
programmes — direct in-  Rs 210 crores in the second ! P

vestment — compose of
three major items: (i) Agri-
cultural production pro-
grammes; (ii) other allied
activities ; and (iii) National
Extension Service (NES) and

and to Rs 55! crores in the
third Plan. Among the agri-
cultural production pro-
grammes*, minor irrigation
has absorbed the larger part
of the investment expendi-

cess of agricultural deve-
lopment to a certain extent.
For instance the programme
of animal husbandry supp-
lies farm power. Since it is
difficult to assess the impact
of these programmes on

aperation, animal fusbatt
dry, minor irrigation, &
cial education and other
activities. The quantitative
importance of the program-
me is evident from the fact
that investment expenditire

Community Develofpment ture. The share of invest- ayricultrual production,  on it has registered & sug.
Programmes (CD). Of these,  ment expenditure of minor scanty attention has been  Cessive increase from RS 2
agricultyral production pro-  urigation under the three given to  them. Never. crores in the first Plan o
grammes and commuaity  Plans amounts to Rs 440 (heless, the programme Rs 218 crores and Rs 288
development have been as-  crores which is approxi- :

signed greater importance in
the Plans. Emphasis on
them is mainly due to the
« bjective of increasing pro-
duction of food and raw
materials essentially to pro-
mote industrial growth.

The allied activities indi-

mately 50 per cent of the
total expenditure on agricul-
tural production program-
mes.® The residue has
been expended on program-
mes such as, fertilizer and
manures, improved seeds,
land reclamation and de-
velopment. Since the break-

of co-operation, market-
ting and storage which is
an essential complement to
the progress of agricultural
Production programmes
appears to bc considerably
ignored. Investment on
Co-operation, marketing and
Storage  facilities  was
1.7, 74 and 9.5 per cent

crores in second and third
Plans, respectively. In the
absence of adequate and
comparable data, 8 ¥
available figures have besh
made use of to jllustrate the
nature of the complemed
tary role of CD in increasing
agricultural production. This
justifies its inclusion un

cate the attempt of planners  UP figures relating 1o them  of " jhe investment on  direct investment program-
in diversifying the agricul-  A4re not available, the share g); PR 4 ograme
ying of expenditure on each item lied  activities under  mes. Besides, CD prog

tural sector. In brief, wh?le
irrigation is an essential
agricultural  infrastructure,
agricultural preduction pro-
grammes are directly pro-
ductive activities which make
irrigation fruitful. Therefore,
agricuitural investments can

cannot be indicated and the

—.

*The expenditure on agricul-
tural production programme
inclydes expenditure on minor
irrigation in the Plan docu-
ments, The article follows
the same classification.

the three Plans (see Tablc
). Thus there is Iack
of consistency between
the investment on produc-
tion programmes and the
investment on co-operation
and  marketing. The im.
portance of this programme
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me has been evolved to re-
cast the social and economii®
attitudes of the rural folk
30 as to help development
planning in India.

During the first Plan, 8

provision of Rs 90 crores

COMPOSITION OF DIRECT INVESTMENT IN AGRICULTURE UNDER FIRST THREE PLANS

- agricultural

(Rs crores)
St No Heads IPlan  Percentage  IIPlan  Pe ta
! roet P Percentag®
outhy to direct outlay to dir:aacfc Jﬁué?" to disect
investment investment invesm“L
_,v—-ﬂ-f-‘

. Agricultural production programmes 181.15 60.5 83
L Al;ieﬁ actiities 35,85 210.04 -6 551.90 0
(8) Animal husbandry : 12.08 100.23 2.8
(b) Dairying & milk supply 9.60 3.23 21.90 ‘ﬁ‘z’ zﬁig 4.0
() Forests 6.60 2.22 11.57 2.2 33.60 3.1
(d) Fisheries ) _ 2.77 0.93 9.06 1.7 22.50 2.9

¢) Co.cperation, marketing, warehousing and siorage 5.10 1.67 38.8¢ 7.4 103.00 9.3
§. Community development (including village panchayats ond : . . ,
Jocal works) 82.15 270 218.73 4.4 288.50 2.4
. i

Source: Review of the first five year Plan, Annexure-11. Third five-year Plen 738, St. 'R,

\ Figures relating 10 Plan outlay have been gleaned from the above sources, P. 343, fourth five-year Plan. P. 65 (Annexure-l:

- agricuatural

April 7, 1972

was made for CD program-
me and Rs three crores for
NES. The total expenditure
onCD and NES at the end
of the Plan stood at Rs 46
crores. Of this total expen-
diture, irrigation program-
mes accounted for 16 per
cent and agriculture nine
Per cent. Thus, program-
mes which have direct

ring on agricultural

‘Production like reclama-

tion, irrigation etc., were
not given due attention as
Ccompared to the construc-
tion actjvities. The second
lan made a provision of
200 crores exclusively
for CD and NES. The share
of agricultural programmes
was fixed at 21.5 per cent.

During the third Plan
agricultural program-
me was given a share of
42.8 per cent of the total
outlay, In absolute terms
programmes
accounted for s 126
Grores.? Following the re-
Sommendations of the
study report on CD (1957),
third Plan also made & sig-
bificant qualitative change
by reducing the three-phase
system into two phases.8 By
this new system, as the
sixth Evaluation Report
observes, 32.5 per cent of
the totaf outlay in the sche-
matic bydget for agriculture
accounted for agriculture,
animal husbandry, irriga-
tion and reclamation in the
fitst stage. In the second
stage, while the share of
investment on irrigation and
veclamation. declined, ~the
share of agriculture, ani-
mal husbandry and others
InCreased.

In brief, the investment
on agricultural production
Programmes — direct in-
Vestment - considerably
SXceeds the investment on

asic utility, namely, il
gation. Taking into con-
Sideration the expendi-
ture both under direct in-
Vestments and investments
on basic utilities, irrigation
Programme alone has claim-
ed a larger portion of the
investments.
Furthermore, although the
Magnitude of investment oa

ent programmes shows
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a gradual increase, it has to
be discounted to make al-
I« wance fcr the inflationary
effects, which confinue to
prevail in the economy sincé
the second Plan.

The efficacy of the intra-
sectoral allccation in agri~
culture in attaining the ob-
jective stated above can be
judged by looking into the
success of production tar-
gets in  programmes of
agriculture, which are In
turn, coatingent on the
successful attainment of tar-
gets under varied agricultural
prc grammes.  The growth
in agricultural production
1s considered under two
heads: (i) Foodgrains pro-
duction; and (ii) non-food-
krains production. Table
LIl indicates the targets and
achievements of agricultural
product:on under three
Plans.

While the foodgrains pro-
duct.on far exceeded the
Plan target by seven million
tons in the first Plan, the
production in the second
Plan lagged behind the tar-
gat to little extent and 1n the
third Plan it was highly dis-
appointing. In the third
Plan period, foodgrains pro-
duction fluctuated severely
and in the last year was be-
low the second Plan level.

The production of some
agricultural products other
than foodgrains has fluctu-
ated rather severely in all
the Plans. During the first

Plan, cotton as well as oil-
seeds production marked
a spectacular growth, while
others lagged behind the
Plan targets. But the pro-
ductitn of jute was highly
discouraging. During the
second Plan, the production
cf all the commercial crops
except sugarcane, trailed
behind the revised Plan
targets. Especially the pro-
duction of jute and cctten
was highly discouraging.
But in comparison to the
pre-revised targets, produc-
tion of commercial crops
save jute and cotton, was in
agreement with the original
targets. During the third
Plan, while the production
of sugarcane increased by
more or less 50 per cent of
the additional target the
production of oilseeds was
-even below the second Plan
level. The above facts con-
firm that some of the com-
mercial crops have exhibi-
ted considerable gap bet-
ween production and tar-
ats during the 15 years of
agricultural planning.

Imports and price trends
of agricultural commodities
are also witness to the fact
that agricultural planning
has failed to attain the
avowed objectives of plann-
ing. During the year 1951,
imports of foodgrains fi-
gured at- 4.73 million ton.
Imports declined to 1.38

million ton in the year
1956 due to the increased
agricutural production.

Again, imports have been
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on the increase since 1957.
Imports on an average fi-
gured at 3.3 million tons
durmg 1957-61.  Imports
increased from 3.44 mil-
lon tons in 1961 to
10.34 million tons in the
year 1965-66.°

Movements of prices of
fcod articles and industrial
raw materials also show a
rising trend continuously
since 1961. Price indices
{Base=1950) of food arti-
cles and industrial raw
materials declined from
122.4 and 153.9 in 1951
(Base=1950) to9 2.8 and
109 .4 in 1956 respectively.10
While the price index of
food articles declined by 16
points at the end of the first
Plan, the price index of in-
dustrial raw materials re-
gistered a decline of 10
points. The decline 1n the
price index of agricultural
commodities including in-
dustrial raw materials at
the end cf the first Plan was
mainly due to 1ncreased
agricustural pr¢ duction.
Price indices of fi¢d arti-
cles and industrial raw ma-
terials respectively rose by
26.5 and 45.4 points during
the second Plan.1?

The major explanation of
the continued uptrend in
wholesale prices as observed
by the third Plan documents,
was unduubtedly the rising
pressure of demand result-
ing from the growth of po-~
pulationand incomes. Thus,
agricultural production

TS AND ACHIEVEMENTS OF FOODGRAINS AND NON-FOODGRAINS
TARGETS PRODUCTION UNDER THREE PLANS

1 Plan Il Plan 111 Pian
Beginiping Taix:get Achic:'c- Target Revised Achieve- Ts?et Achieve-
0 o ments o targets ments O ment:
ltems e  Addl Addl AddL, :
I  produc- produc- produc.
Plan tion, tion. tion,
{ Foodgraios (m.t.) 55 7.6 69.0 10.0 15.5 82.0 24 72
11 Non-Foodgrains
() Cotton m.b. 2.90 1.2 4.3 1.5 2.2 5.3 1.9 4.8
(b) Jute m.b. 3.5 2.09 4.5 0.8 1.5 4.1 2.2 4.5
(c) Suger (mt) 69 0.7 7.29 1.3 2.0 1.2 20 121
(¢) Oilseeds (mt) 6.1 0.4 7.2 1.4 2.1 8.8 2.7 8.3

Source: Agricuitural Production, Economic Survey 1967-68
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could not match effectively
with the needs of growing
population and require-
ments of industry and ex-
ports. Since *61, the price in-
dices of food articles as well
as industrial raw materials
have been increasing conti-
nuously. While the price
index of food articles in-
creased from 117.6 in 1961
tc 154.5 i 1965-66, the
price index of industrial raw
materials rose from 159.1
in 1961 to 163.8 in 1965-
66.22 Some ofthe facts indi~
cated above corroborate the
inference that agricultural
planning has deviated from
the agricultural ¢ bjectives
set ( ut in the Plans.

The non-fulfilment of
agricultural (bjectives can
broadiy be attributed to: (1)
unfavourable monsoon,
drcught; and (2) the in
complete agricultural pro-
grammes. Since this article
focuses its attention on
allocational aspect in agri-
culture, only the progress
of different agricultural pro-
grammes is considered. The
physical achievements of
agricultural  programmes
have been illustratively dealt
with. owing to the absence
of statistical data. Further-
more, lack of break-up fi-
gures of financial alloca-
tion relating to the agricul-
tural prcudetion program-
mes necessitates testing the
consistency of investments
in agricultural sector, by
looking into the success of
each progremme. Since in-
vestments in agriculture are
highly complementary to
one another, the success of
agricultural planning de-
mands simvhaneous pro-
gress in all the programmes.

Of all the public invest-
ments 1n agricultural sec-
tor, expenditure on irriga-
tion has been the main in-
vestment on basic utilities.
Its contribution t¢ agricul-
tural development can be
known from the irrigation
potential created and utilis-
ed under the three Plans. It
ig rather esscatial to keep in
mind the relative advantages
and disadvantages of major
and minor irrigation in
evaluating their financial ex-
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penditure and  physical
achievements. The choice
between them is largely de-
termined by the short-run
and long-run agricultural
objectives under the Plans.

At the beginning of the
ficst Plah, the total area irri-
gated stood at 56 million
acres, of which 23.8 mil-
lion acres was irrigated
by major schemes and.
32.0 million acres were
by minor irrigation sche-
mes.!? At the end
of the third Plan, the total
area irrigated figured at 88
million acres, ¢{ which 38
million acres were irrigated
by major schemes and 50
million acres by minor
schemes.!* While the pro-
gress in irrigation potential
of the major schemes has
lagged behind the Plan tar-
gets considerably, the pro-
gress of minor irrigation has
matched itself with the Plan
targets. But the mere pro-
gress in the irrigation po-
tential does in no way indi-
cate the actual impact on
the agricultural develop-
ment. Consideration of the
pace «f utilisation of the
irrigation potential created
is therefore very essential.

Even from the point of the
ratio of financial expendi-
ture between minor and
majcr  irrigation - invest-
ment approximates
to 1:4, 1:3 and 1:1.5 res-
pectively.* Thus, a rela-
tively higher irrigation po-
tential could have been
created if the investment ex-
penditure equal to that made
on major irrigation had been
incurred on minor irriga-
tion. Moreover, from the
standpoint of utilisation of
irrigation facilities, plan-
ners could have given
greater importance to minor
irigation in the short-run
with a view to increasing
food production to meet the
growing population.

The reasons for the non-
fulfilment of irrigation po-

*Fipnancial outlays for m&ior
and medium and minor irrigation
schemes have been taken from
Bhagirath Pamphlet Publications,
G.0.L. 11 and IV Plan docu-
ments, for the comparison.

tential targets have been
spelled out inthe Plan docu-
ments. Duringthe first Plan,
phasing of irrigation pro-
Jects was not given the de-
sired attention. “There
have been instances where
Teservoirs were completed
before the associated canal
systems, land had not bzen
prepared for irrigation when
canal systems were comple-
ted. . .tubewells were drilled
without  arranSemecnts in
advance for power supply
and so on”.'5  Administra-
tive difficulties, inadequ-
acy of trained p:rsonnel,®
shortages of essentials such
as steel, cement, coal etc.,
incomplete  investigation
and inadequate surveys —
were some of the factors res-
ponsible for the non-fulfil-
ment of the irrigation tar-
gets under the Plans.

The casual factors res-
ponsible for the non-fulfil-
ment of irrigation po‘ential
targets are broadly two: (1)
technical defects in the cxe-
cution of irrigation progra-
mmes, Inadequate surveys
and incomplete investiga-
tron. (2) defective phasing
and administrative difficul-
ties. These difficulties
can be eliminated with no
additional cost by rearrang-
ing the different phases of
eoconomic projects in their
p-oper sequence and by
effecting required changes
In the administration of
projects. The gap between
Irrigation potential created
and utilisation has been
mainly due to two reasons,17

(1) Lack of follow-up
measures along with the
construction of irrigation
Project such as, construc-
tion of field channels, dis-
tribu aries, water courses
etc, by the rclated de-
Partments such as Reve-
nue, Agrig:ulture, CD and
Coop:ration, has hindered
the utilisation of irriga-
tion facilities.

(2) Lack of measures
such as adoption of scien-
tific agriculiural practice,
Crop patterns, credit faci-
lities, supply of improved
seeds and fertilisers have
become  bottlenecks in
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the utilisation of irrigation

facilities.
. The above two reasons
indicate the lapse on the
part of the planners in reco-
gaising the imperative com-
Plementarity between jrriga-
tion and agricultural pro-
duction programmes OB
the onc hang and the co
ordination required bet-
ween  different  depart-
ments in executing an €co-
nomic programme. ThuS,
the low pace of utilisa-
tion can be viewed as
the lack of co-ordination
between the investment on
irrigation and agricultural
production  programmes.
Had there been correlation
between them, the prob-
lem of non-wilisation and
low utilisation would not
have app:ared. )

Investnient on agricultural

production programmies: di-
rect investment forms an-

other important aspect
of agricultural investment.
This  coniparises  pro-

grammes such as, seed mul-
tiplication programme, land
reclomation and  develop-
ment, soil conscrvation pro-,
gramme,
fertiliser and manure an

agricultural machinery.

Since the data relating 10

these schemes are scanty
and incomplete the success
of these schemes will be
dealt with illustratively.

Seed multiplication pro-
gramme: The seed multi-
Plication and distribution
programme was more Of
less a neglected aspect 1
the first Plan. The progress
made during the first Plan
mmevolving improved strains
for different crops in pro-
ducing qualities of nucleus
seed and in multiplying them
for local distribution was
on the whole poor.!8 Dur-
ing the second Plan, it was
expected that the additional
agricultural production
should increase by 3.4 mil-
lion tons, consequent upont
the implementation of seed
multiplication pro;ramme.
With heavy emphasis o8
these programmes 4000 seed
farms were established a8
against the revised targe!
of 4328. The area covered

distribution  of

>
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by the seed programme was
35 million acres in contrast
With the target of 216 mil-
on acres. While the num-
of seed farms indicates
Substantial progress, the
area covered by improved
Seeds reflects the unsuccess-
ul implementation of the
Sed programme, However,
% is superfluous to labour
on the progress of the num-
of farms established, for
what matters from the point
of agricultural production is
only the area covered by im-
Proved seeds, During the
third Plan an area of 148
million acres was intended
to be covered by improved
S%eds. The Seed Roview
Team (1968) has observed
t the success of the seed
Progranime has been thwar-
ted by factors such as diffi-
culty in acquiring lands,
Seed farms, inadequacy of
trained parsonnel, lack of
- ©0-operation from the re-
8lstered growers, non-avail-
ability of quality breeder
Stocks in adequate quanti-
ties, insufficiency and lack
of appropriate storage faci-
lities on seeq farms and im-
Proper distribution arrange-
ments, 1o

Land reclamation and de-
Velopment programme is
Tather essential in so far as
1t brings new areas under
Cultivation to mitigate the
Prossure of population on
land, During the first Plan
an areg of 2.6 million acres
&g against 2.7 million acres
Wwas reclaimed. Various other
Programmes of land recla-
nation and development co-
Vered an area of 5.. million
acrest0, Besides it was esti-
Inated that a total area of
three lakh acres had been

rought under soil conser-
Vation programme. Over

he second Plan period an
area of 1.2 million acres
88 against the target of
1.5 million acres of land
Was reclaimed?l. The esti-
rated achievement of the
8ail conservation program-

e on agricultural lands was.

two million acres and of the
Catchment areas was 1.5

acres.’® Nevertheless
the targets in regard to land
relamation and land im-
Provement in the second
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Plan were lower than the
first Plan.

The third Plan propos-
ed to undertake land
reclamation and develop-
ment programme In  an
area of 3.8 million acres and
to bring 11 million acres_of
land under soil conservation
programme. Programmes of
land reclamation and deve-
velopment and soil con-
servation have been im-
peded by such factors as )]
the lack of co-opzration of
the public, (%) inadequate
trained personnel, and (3)
inadcquate  demonstration
of scientific practices.

Since the programmes re-
lating tc seeds, land re-
clamation and development
and soil comservation In-
volve heavy financial ex-
panditure, farmers do not
like to bear the risks involv-
cd in experiments. Fur-
ther, shortage of trained per-
sonnel and inadequate de-
monstration of scientific
practices, insufficent storage
facilities and quality breeder
stocks indicate the need for
higher investment on the
development of human as
well as material capital.

The above mentioned
factors raise the question of
consistency in infra-sectoral
allocation. The fact that seed
multiplication programme
has suffered from the insuffi-
cient storage facilities indi-
cates the consistency in in-
vestments between co-opra-
tion and seed multiplica-
tion programme.

Modern agricultural ma-
chinery and implements
are onc of the important
constituents of the agri-
cultural base. At present,
about 42 different types of
manual and bullock opera-
ted implements are pro-
duced entirely by the small
scale units and the power
operated machinery and
implements of 6L typzs are
being produced by medium
and large industries. These
two constitute agricultural
implements industry®. The
tractors and tractor-drawn
implements, essential for
mechanised cultivation are
both domestically produced

and imported. The agricul-
tural production program-
mes confine themselves to
the distributive aspect of
agricultural implements and
the adequacy of investment
onthe production of agri-
cultural machinery has not
been considered.

The demand and utili-
sation of implements and
machinery are discouraging
in spite of the loans and
subsidies made available
by goverament agencies
and co-operatives. To quote
the National Productivity
Couxncil’s observation,
“Farmers are reluctant to
purchase agricultural im-
plements owing to the
initial cost involved and
the procedural difficulties
to be faced in getting loans.
Furthermore, the high price,
the absence of propaganda,
the small size of holdings,
surplus labour in rural areas,
the higher duties on petro-
leum products, inadequate
supply of spare parts are
some of the inhibiting fac-
tors for the use of improved
agricultural implements and
machinery’'24,

Tc increase the wuse of
imgroved agricultural im-
plements, sufficient amount
of initial capital requir-
ed by the farmers has
to be provided, This obvi-
ously calls for a higher allo-
cation of financial resources
to the credit proyrammes.
Besides, credit programme
has to be so designed as to
help the needy farmers.

The agricultural machinery
programme can be more
effective if attention is given
to supply suitable equipment
to suit the existing land pat-
tern system. The National
Productivity Council ob-
serves that the lack of ade-
quate power and non-avail-
ability of suitable equip-
ments for farming operations
are fupndamental problems
limiting the productivity of
agriculture.?® This necessi-
tates the investigation into
needs of Indian farmers in
regard to improved agri-
cultural implements,

The applicatior: of ‘ferti-
lisers has been assigned a

- quirements.

bigrole in increasing agricul-
tural production. Even in
regard to this programme,
investment on the produc-
tion of fertilisers has not
been considered since it is
beyond the scopz of this
article. Of the total avail-
ability of 3.36 lakh tons of
Nitrogen ‘N’ at the end of
1955-56, the consumption
stood at 1.07 lakh tons. In
the year 1960-61 consump-
tion stood at 1.7 lakhs
tons as against the avail-

ability of 2.20 lakhs toms.

It was only in the year 1965-
66, that consumption of ‘N’
exceeded the availability.
While the availability was
5.41 lakh tons, consumtion
figure was 5.45 lakhtons.28

_In the case of consump-

tion of phasphatic fertiliser
(PsOg) while the availability
and consump:ion matched
in 1955-56, consumption ex-
ceeded the availability in
the years 1960-61 and 1965-
66. As against the availabi-
lity of 0.61 lakh tons and
1.59 lakh tons of P,0; in
1960-61 and 1965-66 con-
sump.ion figures were Q.7
lakh tons and 1.68 Jakh
tons respactively.

‘W hile the consumption of
potash, K.O matched with
imports in 1965-66, it ex-
ceeded the imports in 1960-
61 by 0.5 lakhs tons and it
was again short of the avail-
ability by 0.16 lakhtonsin
1965-66.%7

The main pcoblem of
fertiliser programme is that
consumption has always re-
mained less than the 1e-
For instance,
as against the estimation of
fertiliser requirement by the
government of JIndia in
1966-67 at 1.0 million tons
of N, 0.37 million tons of
POy and 0.2 million tons
KO, the consumption
figures at 0.8million, 0.28
million and 0.11 million
tonns respectively.®® Plan
documents?® account this
gap by : (1) insufficient atten-
tion given to green manure
programme, 8 prerequisite
to the application of ferti-
lisers; (2 lack of integra-
tion between supply of ferti-
liser and credit facilities;
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(3) and’ improper distribu-
tion and also delay in the
supply -of fertilisers.

Accord'ng to the study
on the use of fertiliser and
manure®® made by the PEO
in 1967, the main reasons
mentioned by the [paddy
growers in package'and non-
package districts for their
reluctance to use fertiliser
on the entire co-operative
area were: (1) lack of credit;
(2) unsuitability of soil; (3)
lack of irrigation. Field stu-
dies! conducted by the Di-
vision of Rural Survey of
the RBI in seven¥ IADP
districts reveal that (a) lack
of irrigation facilities, (b)
lack of guidance in the appli-
cation of fertilisers, (c) un-
satisfactory arrangement of
distribution and others have
been responsible for the slow
growth of consump.ion of
fertilisers.

The progress of lacal
manurial programme hes
been unsatisfactory. In re-
gard to the fulfilment of
these programmes, the third
Plan observes, “It is diffi-
cult to measure the local
manurial prog-amme, ex-
cept the urban compost fro-
gramme which is organised
through municipalities and

" 32

larger panchayats”.

Nevertheless, the urban
compost programme has
been more successful in all
the Plans than the green
manure programme and ru-
ral compost prog-amme.
Thus, the causes for the gap

between consumption and -

the requirements on the one
hand and the under-utilisa-
tion of fertiliser onthe othei,
indicate the absence of
consistency in the invest-
ment pattern in the agricul-
tural sector. Factors inhibi-
ting the fertiliser use such
as unsuitability of soil, im-
{)rop:r distribution of ferti-
isers, lack of guidance in
the spplication of fertilisers
express the need for higher
allocation on the fertiliser
programme in three direc-
tions:
(1) to establish adequate
number of soil testing
laborgtaries;

L5+ Gibo: sxpand:.the co-
wE
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operative structure with
an additional institut-
ional set-up for the dist-
ribution of fertilisers;

(3) to establish adequate
" number of demonstra-
tion farms to con-
vince and guide the
farmers in using fertili-
Sers.

In brief, irrigation pro-
gramme must be the pivot
around which the supply
programmes of agricultural
machinery, fertilisers, seeds,
etc. must be properly
designed. The benefits from
irrigation have not becn
obtained owing to inade-
quate emphasis on agricul-
tural production program-
mes. On the other hand,
most of agricultural pro-
duction programmes have
suffered from inadequate
funds. Thesc two sets of in-
formation help to conclude
that there is no match bet-
ween investments on irri-
gation and agricultural pro-
duction programmes. Un-
less the investments among
the varied programmes in
agricultural sector do not
appreciate the impszrative
complementarity  between
them, no amount of heavy
investment on irrigation or
any other programme pro-
motes a breakthrough in
agriculture.

The Community De-
velopment Programme is
another important aspect
of agricultural invest-
ment. It has assumed a
strategic role in the realm
of rural sector. The assess-
ment of the progress of the
CD and NES is a difficult
task, since it has multi-di-
mensional aspects and it
has only larger benefits in
the long run. Nevertheless,
an attempt is made to app-
raise with the help of
the reports published by
the Programme Evaluation
Organisation,

The effectiveness of CD
programme is illustratively
indicated by considering its
impact on agricultural pro-
duction and employment.
According to the finding of
the study team, the all-

India average in regard to
the additional food pro-
duction was only 10 per
cent.?® The seventh Evalua-
tion Report® made a study
of the progress of the agri-
cultural programme for the

eriod between 1952 and
1959, Its observations
were  related only to re-
clamation, soil conserva-
tion and irrigation. The
findings of the report were
that  reclamation  had
brought about an average
addition of about 5 par cent
inthe cultivated areas of the
block. About 16 par cent
of the cultivable waste had
beenreclaimed. The average
irrigated area per block was
estimated at 34.5 p:r cent.

The progress of irrigation
programme considered in
relation to the total culti-
vated arca was not encourag-
1ng. Between the irrigation
and the Jand reclamation
programmes the p.ogress
of the former was relatively
better with regard to adopt-
tionn of improved practices.
The fifth Evaluation Re-
port3® observed that im-
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proved seeds and fertilisers’
were adopted by 60 per cent
of the households, whereas -
the adoption of all the 1m- !
proved practices was affec-
ted by only 34. 6 per cent

the households. :

The beneficiaries of CD:
and NES programmes, 80
cording to the sixth Eva%
luation Report?6 were main=
ly larye and medium cultls
vators. The same was the
case with co-operation.
Since the main objective
CD programme is to 1m-
prove the conditions of vil
lagers in general and smal
farmers in particular, We
cannot say that the
programme has beena gran
success.

To solve the problmn'of
the seasonal unemployment
and disguised unemploy*
ment, pilot project schem®

was implementcd at the ené

of 1956. The sixth Evalud
tion Report which made the
study of pilot projects €X°
presscd that 85 training
centres had been working
on the date of enquiry 88

sowing,

for th: benefit
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bold seed development policies

* scientific production & marketing
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against 285 training centres
organised. About 10664
Persons had received train-
Ing at these centres. Among
the trained persons only
36 per cent had gone into
the crafts in which they re-
Ceived training while the
Test were engaged in. other
Occupations. The cottage
and small-scale industries
ve not worked efficiently.
seventh Evaluation Re-
Port?? finding was that culti-
Vvators and artisans were un-
cmployed for 30 per cent

- of the total man-days and

agricultural labourers for
3 per cent. Besides labour
movement was from crafts
to farms instead of the other
way round, as intended by
the village industry pro-
Sramme. These facts doubt
the employment potential of
the village industry pro-
ramme.

ln short, the C D pro~
gramme as a metbod of
Twal strategy in mobilising
the local resources for deve-
Opment programmes is still
at the experimental level.
he chief objective of the
Programme at present is to
InCrease production and to
Tovids supplementry emp-
Oyment, The facts offered
rgpothe vario;xs evaluation
rts  largely give a
8loomy picture of the CD
Scheme, The change in the
altitude of the rursl folk
-Caused hy the introduction
of D programme is yet
0 gain strength in trans-
orming rural society in its
varied aspects.

In order of investment ex-
l}endnure, iniigation, agri-
Culteral production  pro-
gleﬂmmes and community
imV°l°Pme3nt_ have assumed
tu Portance ip the agricul-
v.‘:‘-‘l sector.  Allied aoti-
Ities agcount for smaller

fercent.age of investment
txPendlture as compared
O the former. The intra-

vSectoral allocation has not
;lpprecxa_ted the need for
Aiger investment on co-
?peratmn and marketing
or the sucoess of the pro-
Uction pProgrammes.

The int1s-sectoral

allo-
%ation  envisaged in

the
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Plans has not been fraitful
in “attaining the objectives
of agriculture. The pro-
duction trends in agricul-
tural  commodities, the
magnitude of imports and
the price indices of food
articles and indusuial raw
materias indicate that the
objectives of  agriculcural
sector have remained un-
fulfilled.

The national effort to im-
prove ayrioultural produc-
tivity has not been lacking
in regard to the range of
programmes  undertaken.
But where it seems to have.
been deficient is in the allo-
cation of resources to attain
the objective of the agricultural
sccfor. Some of the defects
in tbe intra-sectorai allo-
ration are:

First, investment on irri-
gation could have been
more fruitful if larger allo-
cation had been mniade In
favour of minor schemes
then in n:ajor and niedium
schemes.

Secondly the failure to
attain the irzigation targets,
as evidenced by causal f.c-
tors, such as inadequacy of
trained  personnel, short
supply of essentials such as
cement, steel etc., lack of
adequate demtonstration of
improved techniques indi-
cates the inappropriate allo-
cation of resources both to
the irrigation and agri-
cutlural  produstion pro-
grammes and the inability
to realise comprehensively
thke complementarity  bet-
ween investments on Irriga-
tion and other agiicultural
programmes.

Thiraly, that the seed
multiplication ~ programme
has been thwarter by fac-
tors like inadequacy of trai-
ned personnel, non-availabi-
lity of quality breeder stocks
and 'inadequacy of storage
facilities indicates the insuffi-
cient allocation of resour-
ces for the development of
material and human capital.

Fourthly, absence of
proper distributive machi-
nery, inadequate supply
of spare parts, lack of guid-

ance in the application of
fertiliser express the need for
larger allocation of invest-
ment resources for agricul-
tural production program-
mes.

Fifthly, the investment
on CD programme has not
yielded results as to
arouse popular enthusiasm
and co-operation in impro-
ving agricultural practices
and ameliorating rural un-
employment. This naturally
makes one doubt the effec-
tiveness of machinery in
executing programmes of
community development. In
brief, intra-sectoral allo-
cation reveals inconsistency
as well as inadequacy bet-
ween the various program-
mes in agricultural sector.
It is heartening to note
that the lessons of the ex-
perience of the three Plans
have influenced the allo-
cation of resources in the
fourth five-year Plan, the
study of which however,
is beyond the scope of
this article.
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‘ . Statement by Chairman, Prakash Tanden ;

1 StcGroup

1971-72

Exports up 31%. Imports up 43%. :
Profits up 124c. Expenditure down 4.77%.

1971-72 was a year of gratifying progress. We
exceeded our targets of exports, profits andimparts, but
were below target in expenditure. There was altogether
& healthy iraprovement over last year. For the first time,
the total group turnover exceeded Rs. 300 crores.
Exports. at a total of Rs. 97 crores, while exceeding
the target, just fell short of our coveted century, though
next year we are aiming at Rs, 128 crores.

Rs. Crores Rs. Crores
Exportsrose from 741 to 96.8 by 30.69
imports . 1540 , 2207 . 43.3%,
Total Sales ,, 2338 . 3286 . 40.5%,
Profit " 7.2 " 161 . 123.6%
Expenditurefell from6.4 v 61 ., 4,7%
Expenditure to salesratio further fell from 2.7%to 1.99,
Stocks v o " 0 . 151%1010.19%
Debtors w o e " « 107%to 8.29%
1972-.73

1972-73 promises well export-wise, budgeting
a bold increase of 32.2%, from Rs. 96.8 crores to
Rs. 128 crores. However, we have taken a conservative
view of our tatal imports by provisionally assuming
more or {ess last year's total level of impornts because
there are some uncertainties arising from the cessation
of PL 480 funds for some of our staple lines of taliow,
soyabean oil, newsprint and industrial raw materials.
These were also among our most profitabie lines.

Woe have, consequently, also had to provisionally
scale down profits suitably, allowing at the same
time for some domestic price support operations like
rubber and tobacco which result in losses. However,
we will strive for better profits as the year develops,
hoping that imports will also show a significant rise,
and that we will also be able to take better margins.

Rs. Crores
LastYear ThisYear NextYear
1970.71 1971-72 1972-73
Actual  Provisional  Budget
Export Sales 741 96.8 127.5
Iinport Sales 154.0 220.7 236.9
Domestic Sales 6.7 M1 10.1
Total Sales 2338 328.6 374.5
Profit before tax 7.2 18.1 1.0
Expenditure® . 6.4 61 , 6.7
Stocks - 35.3 332 239
Debtors 25.0 271 228
Equity capital 8.8 9.8 9.8
Resorves 1.7 12.4 15.7
Net worth 20.5 22.2 255
Expenditure to sales 2.7% 1.9% 1.8 °%
Stocks o« » 1 5.1 0/0 1 01 o/o 6.4 A)
Debtors o . 10.7% 8.2% 8.1%
Cash Position |  Overdraft Credit
S - Rs. Crores.

1.4.1970 - - 14

1.4.19714 A —

1.4.1972 -— 41

*Excluding interest, depreciation and provisions.,
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‘Provisional results—
-Year ended 31st March, 1972. -

K Y

Profits

STC lives in an interesting world: when it makes
good profits, some abject to it; equally, when it makes
less profits, some say it is sliding down. STC took this
to heart, and this year made an all-out effort to improve
its profits, and has more than doubled it, Our
management in now fully cost and profit conscious.
consistent, of course, with its social obligations.
Actually, by the standards of industry’s profits in India
of nearly 10% on turnover, and private trades’ even
higher, our 4.9% is quite modest.

Cash Management

Ourcash management has been good. Despitethe
normal and inflationary escalations, the costs of our
new foreign offices, and the substantial rise in sales,
expenditure was well controlied and actually fell by
4.7%—a rare achievement by any standards. The
employment of cash, despite the buffer stock operations
for tats and oils and rubber, was kept under strict
control. Consequently we have periods of surplus cash,
which we suitably invest and are helpfully lending to
our export associates in the small scale sector.

__Another innovation introduced this year is the

switching of our surplus funds for use within the STC
group, from one corporation to another, to ensure the
maximum utilization of available resources and
minimisation of interest payments. <

We hope thus to run a nearly Rs. 400 crore

gusiness next year on a mora or less self-financing
asis,

Shareholder
 Interests of our shareholder, the Government of

India, remain paramount with us. We made another
bonus issue during the year, raising the equity capital
from its original Rs. 2 crores in 1968 to Rs. 8 crores,
and the dividend correspondingly from 10% to 20%,
now paid quarterly instead of annually. We today pay
Rs. 160 lakhs instead of the Rs. 20 lakhs in 1968—an
eight-fold improvement.

We have greatly appreciated the help and
encouragement we have received from our Ministry
and particularly fram the Minister and Secretary.

Senrvice

At home, we have organised assistance to small-
scale industry through a separate States Marketing
Division, which liaises with small industries development
carporations, both at the States and their apex levels.
We have now begun to adopt small industries’ many
problems, particularly in the field of exports, and have
recently also agreed in principle to invest in the equity
capital of some stawe small industries development
corporations, to involve ourgslves in their affairs, to
guide and to help. Thesa innovations will significantly
help the small scale sector. .

To serve the interests of industry and trade in .
general, we have now about 40 consultative com-
mittees, which meet regularly to keep us advised on
our import planning. . . .

Abroad, bervice to our customers and associates
and our marketing divisions is being improved through
achain of 20 offices, from New York to Sydney, backed
by a newly created International Operations Division
at headquaorters. After having established our new
regional offices in South East Asia, U.S.A. and Europe, .
we are now looking closely at Latin America, an area
entirely new to us.

FPEEEEEEEANE

To consolidate our rapid grqwlh, we_camed out
asecond major inte:nal reorganisation, creating many
new, more viable and compact marketing divisions,
duly supported by a range of of service ;nd advisory
divisions. HHEC and IMPEC’S organisations are also
under review. .

To encourage management education. we have
decided to endow two chairs, one at the Administra-
tive Staff College, Hyderabad, for Industrial Relations
and the other at the Indian Institute of Management.
Ahmedabad, for International Marketing.

Staff . _
There is a directratio in an organisation between
its efficiencies and the calibre of its men. Manpower-

wise, therefore, while we have also been economical,
recruiting only such specialist and technical personnel
as we cannot find within, we have been giving full
support to those who work with us to rise through &
training and promotion.

A management trainee scheme has been orga-
nised to attract young talent into the group; but of
special interest is our new scheme initiated for the
employment exclusively of young talent amongst men
and women belonging to scheduled castes and

scheduled tribes for service in STC's managerial .’
cadres. R

This is an account of a year of satisfactory
progress, but, | repeat, we are only too conscious of our
shortcomings and of the long way we have to go.

StcGroup

YR The State Trading Corporation of India Ltd.
P{( The Projects and Equipment Corporation of
India Ltd. The Cashew Corporation of India
Utd, 5 The Handicrafts and Handlooms Exports

Corporation of India Ltd.
Pictures Exports Corporation Ltd.

Indian Motion'

v

Offices in India Offices Abroad
'New Delhi Cochin  Bangkot Frankfurt Nairobi
Bombay Guntur  Beirut Hamburg New York
Calcutta Kanpur Belgrade Hongkong Paris
Madras  Ludhiana Boston Lagos Prague
Adipur  Tuticorin Budapest London  Singapore
"Agra . v ’ Colombo Moscow Sydney
=~ ,EastBerlin - Tehran 4
e I
(NN J/

'l

Y .
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