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CHAPTIR 1. INTEREATIONAL LABOUR ORGANISATION,

IIDIA = LAY 1957,

124 Lptivitios of Extornal Sorvicon,

Participation in Conferonces,Meetings,etc,

Shri VeKeRe lMenon, Dirsctor of this 0ffice,; sttended
8 Seminar on Slum Cleerance held at Bombay from 14 = 20
Yay 1957, wnder the auspices of the Indian Conference of
Social Vork, He wms.the Chairman of Working Group Nos2 on
Minimum House, Standerds for Slum Improvement®s +the
report. of the Workingy Group.was approved unanimously by
the Seminare '

© Tisits.

Among important visitors to the 07fico during tho momth
was Ur. HeAe Bland, Secretary, Departmont of Labour and
Hationael Service, Government of Australis and Shri E.B.Panikker,
Permanent Representative of the World Federation of Trade Unions
in T,dige '

Shri VeVe CGiri, who has boen appoin-t;ed as the Governor .
of Uttar Pradesh,also called on the Dircctore

'T,0
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29« Internctionnl Co-operatione

India = May 1957

Indian Engineors to receive training in American Industry:

Grant by lord Foundationa

The Ford Foundation has made a grant of 1.5 million
dollors to ennble Indian enginsers to receive training
in stool works in the UsS.As On rotuwrnez the engineors
are expocted to be sbsorbed in’ the sheel projects at
Rourekelsa, Bhilai and Durgapurs

For details, see paragraph 83, pages 97-9& op
this roporbe

I,y
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UeSe Technical Aid 4o Indins Assistence for Railvays
: and Cormunity Dovolopmonte

The Government of Ipdia and the United S:ates of
America conéituded at How Delhi on 27 April 1957 +wo
supplementary project agreoments providing for 1065
million dollars in devolopmont assistence funds for the
Indian railways and 2 million dollars for +the corrmunity
developmont programce '

This total of 1245 miXlion dollsrs is part of the
55 million dollars in develepmsnt Punds availsble t6
India during the ourrent fiscal yesr under the Ipdoe-
Amsrican programme and is in eddition to the Technical
Aggistance Fundse '

Tho sum of 10e5 million dollars will be used by
the Eailway Board for buyring appreximately 56,400 tons
of ste_qi} rails and .1,9007 @;ons of figh=plates, '

A sum of 2 million dollars is intended 4o conbinue
assigtance to the commmibty development programs by
providing necessary funds for procuring dquipment required
for apening 200 now commmity development blZocks, T

(The Statesman, 28 April 1957 )e

't
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32. Public Finonce and Fiscal Policy.

India = gy 19574

Over 300 Million Surplus in Railwny Budgebs
Supplomentary Lovy on Goods doublede

Henislen,
On 14 Yy 1957, Shri Jagjivan resented in the
1ok Sabha the Railway Budget for 1957-§% In doing so
he proposed doubling the GIlS'blng supplemsntary law_]
on goods and parcels traffic to 12-1/2 por cent from
1 July 1957 to increase the net surplus to 308,3 million
rupees from 21443 million’ rupees anticipated in the -
"caretaker" Budget presented in Warch 1957 (vide ppe35=43
of the report of this Office for March 1957).

Thoe 'bable below shows the btudget at a glance:=

(Rupoes in Hillions)

Actusls Revised Budpst Estimate 1957-58

1955=56 Estimate AS proposed. As now
: 1956=57 in March proposede

1957
Gross Traffic Heceiptde .= 3162.9 350040 388540 377940
Woilking Expondose 2132,2  2293.4 24416 2441,6
Het Miscellansous o o o o
- Ixpoenditures - T7e¢3 1102 141,2 141,2
Approprietion to : - * :
Deprecintions R S
Hgaserve Funde 450,0 45040  450,0 " 45040
Totals 2659.5 285346 3032.8 3032 o8
Fot Railway Revenusa. ‘ 50344 846.4 685242 74542
‘Dividend to ‘ . .
General Revenuese - 36142 37649 4379 4379

Tot Surpluse o 1laz,2 268945 21443 30843




Shri Jagjivan Hom justified the increase in the
surcharge by pointing to the urgont need for timely
creation of copacity to carry the anticipated additional
treffic loade .He seid thet on tho basis of the present
supplementary chargo of 6~1/4 por cont the resources
thet would be available after filling an initial gap of
500 million rupecs would not smount to more than a
smell proportion of the extra 2000 million rupees nesdod
to cope with the additional traffice

The inerease in tho supplementary levy is estimated
to bring an ndditionel 113 million rupecs from goods
traffic and 12 nillion rupses from parcols traffic in a
full working year, but in the current financial yoar the
additional earnings will be sbout 95 million rupeecs only,
raising the surplus to 30843 million rupees, which will
be credited 4o the Devolopmont Fund,

Tho estimntos of gross traffic roeceipts arnd ned
rovenues also have incroased by dbout 95.million rupees
es a rosult of the additional earnings over the estimates
provided for in the intorim Budget, but the estimates
of expenditure remain the sams (worlking oxpensecs 2441.5
million rupecsjy net miscellenoous expendrhure 141,2
million rupees), axoept for a few minor chenges in -
individual demandss Tho gross traffic rodciphs are
3779.0 rillion rupees as -compared to 3585,0 million
ruvaes. ’

Ra:.lwav Plane= A subsbantiel increase straightvey in
the size of Eho. Rgilway Plan, vhich had been reduced from
14,800 million rupces to 11,250 million rupses, was
~ considerod ":_nsscapabls" by the inister, who pointed oub
- that with the presen'b fundsg it was possible to prov1de
for on increase of only 15 per cont in passenger traffic
and s total of 162 million tons in goods trensporte

Thus theee was litile prospect of reducing overcrowd-
ing to any groat.gxtont during the Plan periode 3Bub the
reduction of the provision for oxtra goods transport from
18048 million tons o 162 million tons would kave serious
ropercusslons, as the exporionce of the firght year of the
Plen had made it clear that the demsndg on rail transpor &
were likely to cxceed even tho original cst:.matec o

_ Shri Jagglvan Ren estimatod “that an’ e.ddrhlonul 1,000
.million rupecs ‘would ‘be roguired at the preaent price
lovels %o carry 18048 million tonss. Horsover;. another
»1,000 m.ll:.on rupeas would be needed for ach:.e'u'n.ng thae
physical targets or:v.g:mally included in the 11,250° ‘million
rupees Plan boogsuse of the rise in ‘the cost of labour and
‘'ossential raw neterialse :



Shri Jagjivan Ram said that the Governrent of Indie
has approached the ¥orld Bank for a loan to help finance
tho Railwmy Plan, and that, following the conversations
in Weshington last winter betweon the Viorld Bank and o
miseion of Railway officers, a team of experts wms sent
out by the World Bank to study conditicns on Ipdian Railways
on the smers, spote This team hes submittod its roport
+to the Torld Bank, end a mission including two mombters of
the Rpilwey Board is proceeding to Y’ash:.ng ton imediately
4o finalize the loan negotiationse It is hoped thet the .
loan will provide substantial rolief from the foreign '
exchange difficulties besetbing tho Railway Plane

Staff Questionge= ﬁei‘erring %o variocus aspects of
railway edministration, Shri Jegjivan Ram said that in
reply to the Budget 8&scussions in HMarch he had stated
thet two or three alternative propoesls were being
considered Tor the introduction for railway staff of
the pension systom of retirement boncfits in plece of
the existing provident fund=cum-pgratuity systome He.
vme now in o position to say that definite proposals
had since been formulated which he intended discussing
in the near future with the reprasentat:.vas of orgaerised
laboure

Another matter mentioned during the lMarch session was
the improvement of the chonnols of promotion of members
of the Class IV staff in their ovm class and inbo tho Class
IIT Sgrvices A comittee had since been appointed to
review the channels of promotion of these otaff, with Shri
GeoDe Tapase as Chairmen; and a number of senior officers”
roprogonting the Reilway and Pysts and Telegraphs ‘depart=
monts and the Planning Cormission and two reprogentatives
of labour, &s morborse The cnmni-::-‘coe is oxpected to-
star’c vrorl. medla-bely, , ‘

 The’ question of mprmred hous:mg ‘and other am&*a—i—"éae

omenitios for Rai 1'my staff had been in the forofront, both
in the first and in theé second Five=Yoar Plense. A 1little
ovor 40,000 staff quarters wers built during the first .
Fitve-Yoar Plaone JAbout 15,000 quarters were built lagt year, ,
15,000 quartera more arcé egain programmod for the current
yoar-and it was anticipated thot at tho end of the second
Five-Yoar Plan 64,500 now quériers would have been mdded to
the number at tho commencement of the Plans The policy.
vas to proxwride gquarters no-b onlj for essentn.al ‘staff, vho

wore liablo to be called oubt for duty at eny tims of the
day or night and, therafore, roquired to 1live mear the
places of their worlc, whore housing was difficult due to
lack of private onterprises In nddition to btuilding new
quirters,’ Improvoments” to axisting quarters hod been =
undsrtaken on a large soasle, such as by substitution'of -
bettor types of quarters for tho old, end provision oi" aman:ﬂsms‘
liko water-borns sanitabion and aleotrlfzcatlon. .



The Minister elso pavo details of the Boilways!
plans for providing oducational facilities for children
of railway porsonnel and for provision of modical
arrangemontse Rgforring particulerly to treatment for
tuberculosic, Shri JBgjiven Ram said that to enable
incipient T.Be infections to be detsctod and troated
in the initial shtagos of tho disepse, it had been
planned to sot up 80 chest clinies, end of these 33
viore alroady in operatione Efforis were being made
to augment tho facilities for the trootment of advanced
T.Bes patients in sanatoriae On March 1958 thore were
200 beds reserved for railway employses in various
ponatoriaes This figure hed now gone up +o 648 beds end
14 was proposed to increesse this to aboubt 1350 beds

by Harch 1961e

(Taxt of Spesch of Shri Jagjivem Ram,
introducing the Budget, publls‘xed

by the Raa.lway Hinistry.
The Hindustan Times, 15 ¥ay 1957 )e

R '



Contral Government's Budpet for 1957-1958:

Heovy Licacures of Taxation on Sugar, Yotor

SpErit, Coment, Stcel, otce And on Voalth

and Bxponditure Proposed: Efforts to fulfil

Socond Five Year Plen: Surplus of 77860
1fillion Rupoes ostimatods

Shri T.Te Krishnamacheri, Union Finsnce Minister,
presented on 15 May 1957, the Govornment of Ipdia's budget
for 1957=1958. The main fbature of the budget is 2 formidable
erray of taxes with tho du;fal purpose of reducing the large
‘deficit disclosed in the interim budget (vide ppe13=-32 of
of the report of this Office for MBrch 1957) and to restrain
don;estie consunmptione |

Sugar, Tea, Coffeo, Tobaccd, Matches, Edible oils, Paper,
Petrol and Diesel 0il, Coment and Syeel will ell cost much
more owing to & sharp incrsage in oxcise duties. About 90
categories of imported goods may also cost slightly more
as a result of enhancod.ﬁnport dutiese

In addition, there will be & marked rise in all cllasses
of rawl Pores ranging from 5 per cent to 15 per cont according
to distancoe Postal. retos on cards, packets, parcels and
inlond teleograms will alsc go upe

The Finence Minister has also préposed two commpletely
new taxes = on woalth and oxpenditures Ay present rates,
however, these will ox';ly affect the higher income groupse.

The now Budget is not without its bright sﬁotsa With -{:ha
~sta'bed intentien of providing incentive "to work and save"
Shr:.A Krishnamachari has given relief to eamed‘ incormeé (At the
same ti.me, the taxable minimm hes boon reduced from 4;200 rupees

»'!:o 5,000 rupees .

lﬁ'g_ns gaxgg o, sqg:e ) ggslelg thes% te.:ta'bfion measures,;wnich will be

repar
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This wide range taxation measures were oxpec-teh

to convert a rovonue deficit of 26847 million rupses

into & surplus of 4473 million rupees end reduce

the overall doficit from 5650 million rupees to

22750 million rupcose

A

Tho rovenuo for the coming yearxestimatad at

712842 million rupess, including 778.5 million rupeecs

from now texes and expendituro et 86809 million rupecsg,

A stetoment showing the mmin featuredof the

budget is given belowse=

REVENUE

Custonse _ -

Union Excise Dutiese

Corporation Texa f‘

Taxes on.Incoma other uhan

Corporation T@x.
Eg'bate Duty‘. -
Taxos on Woalth, e

Intoreste )
Civil Administrations o e e
Currency and Mint. -
Civil WOI'kB‘Q' .
Other Sources of RoOvenuge===ecemmicmaccecimmma
Posts & Tolesgraphs = Net Contribution to -
General Revenuo «=- _

Railwnys = Yet contribution to genernl revanues.,'

TOTAL REVERUE.

% Eff'ect of budget propds&lé;t

(In Millions Rupoes)

Budget Revised Budgét
1956=57, 1956=57. 1957=58,
1,500 1,710 1,620
« 60%
'1,70345 1,88743 2;094,3
L *290¢
482¢4 | 4B244 ~505
86345 82661 ~85946
| e 27.5%
1.8 1.l - 0e9
ve o 150%
21 2244 25
5449 52e4 49
11046 154,9 43241
2367 244.8 3602
2349 27 29,5
19349 19342 276.5
18 53 = 30.3
= . P x.
. 65e7? ~ 6063 g gg:?
9,27349 5571449 6,349,7
: : L o+ 778a5%
P.T"o.:‘: )




(In ¥illions Rupees)

Deficit ( = ) -

#Effect of budget pooposals,

(") 180¢4 (';) 379¢4 (5) 33142

(%) 778.5%

EXPEZEDITURE
Budget Revised Budgat
' 1956=57, 1956~57. 1957=58,
DifE6t Domands on Rovenuo, T G716 37962 418,40
Irrigation, = - ~ 0e5 0.8 1.0
Dobt Servicose. =~ - 35540 38241 35040
Civil Administration, & - == 1,359,1 1,33542 1,910.2
Currency and Hinte S ————— 3746 5002 672
Civil Works & Mjiscollansous Public Igprovements. 159,0 145,.4 159.3
Ponsionse - E88ed 83248 91,7
‘Hiscellansouss— T |
Expenditure on Displaced Porsonseesweem= '214,2 218,6 225,0
Other Ixpendituree B - 30243 283.2 44045
Grants to Syateg,otce - , 38040 29840 © 25243
Extraordinary Items, = - 147.0 12443 '258.6
Defonce Sorvices (net)e = 2,089,7 2,029,5 2,527.1
TOTAL EXTEHDITURE. S55%45%4e5 5,335.,5  T6,680.0
Surplus ( + )

Finenco Minister's Budget Spocoche= In the course of
hir budget spoech, the Finence Hinister stated that the
broad analysis of economic trends given in the Thite Papor .
issued along with the intorim budget neaded little modificationy .
he would, however, roview briefly the latest available. s
economic indicators and moke an assessment of emergent. and

prospective tronds..

~ Pricese= In recent monthd, the index of wholesals

-pricos had remainod stable around 420, Far the week ending

27 April, it was 423,5, which was a rige of 845 per cent over
the level a yoar agoe Rice prices wore now at 633 and: whoat
prices at 5813 14,1 percent and 1644 por cent respoctively
above the level that obtained a yeer egoe - Prices of industrial
rav materials had risen by 9 percent during the yesr, of semi-
manufactures by 5.3 por cont and of mamufactures by 2«4 percent. -
The rising price trend was due In part to the insufficiency -
of food produsction in relation to the demmnd, and in part to |
certaifi external factorse ThPsre were, howsver, cloar & .
of demands in'ﬁhé'GcOndmy'tehding to outstrip the supplies
available. If unchaoknd,chess trends could not bub get

‘reflectéd'in’furtherfincreases in the cost of living and

in the cost structure: of industriese-

-,



Productione= The Hinistsr stated that the latest
available estimates of agricultural %= preduction indicate
that the fall in production in 1955«58 was gomewhat smallor
than had boen sstimated earliers Ths oubput of rice was
now osbimated abt 2648 million tons as compared to'the
parlier estimte of 2045 million tons, end the estimate
for the tobal foodgrains output for the year had now been
rovised upwords from 63,4 million tons to 648 million
tonse Even so, the yoar showed & shortfall of somo 4
million tons as compered-to 1953=54 end some 2 million
tons 4o compared to 1954=55, The declire in Poodgrains
output“in 1955=56 was mainly in respect ' of coarse 'grains,
vhile ‘the output of rice was higher and that of wheak
only slightly lower than in the previous years

The output of commercial crops showtdno significant
chenge relatively to the estimates given in the White Paper
issued in Marche Tho overall index of agricultural
production, taking food crops and commerciel crops together,
trould still show a fall of ghout 2 per cont ‘in 1955«55 ag
compared to 1954=-55, ’ .

The estimates of the lilely level of agricultural

~ production in 1956-57 indicated that the outturn should
.on the whole, be somowhat better than the previcus year's.
Tho production of rice yms expectod 4o be around 28 million
tons, that is, mboubt 1.2 million tons better than in 19556-56,
cnd of wheat sbout 846 million tons as compared to 843
million tons dn 1955-56« The outpubt of coarse grains and
Pulses U estimated at sbout the sams level as in 1955-56,

- Among commercial .crops, - latest reports indicated that the
production. of -.cotton had -inoreased by 20 per cemb; groundnub
by 6 per cent and -sugarcane by sboub 17 per cemt, Navortheless,
reports on-the food -gituction in recent woeks indicoted’
difficult conditions in. some of the Siatess While he would
not 'like to minimise the gravity of the situation as it
obtained in-these-pocketsy - But stabisticelly, it did seem
that if at-all therc amg -an oversll shorisge,; it was of a
marginel characters - With the ‘arrangements.that had been made
for the import of food grains from abroad to meet normal
needs and with-the aveilability of additionel supplies under
the P,L.480 agreemont , it should be possible to ensurs
adsquate supplies to cneble us to6 hold the price linée The
situation weuld need’ earéful vatching ond the apparatus
nocessary to deal with the situation as it developed from
time to time would have to be kept in readincase '



Industrial production had continued +o rise et an
annual rase of abbut 8 por cent, the nower industrios,
toth in the capital goods and in the comsumer goods ;
sector advancing more rapidly then the older industries,
The pace et which industrial devolopmsns had been
procecding is encowagings I, that process, it generated
hoavy domatids on foreign exchango resources for import
of capital goods as w1l as raw matorialgse The imasdiate
difficulties in respect of foraign exchange btﬁithstanding,
it would be reasonable to hope that the rate of prosress
in tho Industrial sschor will be meintained,

The overall position thal emargad from the rovisw
of production trends so far was2 that +the supply of
domestic goods end services hak, on the whole, shown only
a modest improvement over the previous year, and thet the
rise in prices during the yeer reflocted tho pressure of
a shortego in supplies rolatively to the strength of the

oxpangionary factors in the oconomy gonerated by the risine

Invels of both pu'blic.and Private investmente

Honotary factorde= Shri Krishnamsacheri 8aid that
considered by itself tho increase in noney supply over
the last 12 months or so (1,320 million rupees) was not
very larges This increase, however, cocurred inspito of
~ the large balence of payments doficit, which resultod in °
& procipitous fall in the Rgserve Bank's Poreign exchengo
holdingse, The incroass in +the rupec securities held by
theRSsarve Banlk worBdEd out ot 2,730 million rupees over
the pagt 12 monthse This was clearly an expansionery
' factor which rofleoted, in the main, +the agPwing borrowings
of tho Govermmont by tho Resorve Bank, = Tt was slso dus
partly to tho commercinl banks shedding thoir seocurity
holdingse The liquidity of +the banks had, in the process,

been strained and money rates hed handenod. This stringency

- was & usual accomponimont of & phase of acononic boom whon

)

investment bodded to outrun savings; it was not an indication

of an insufficiency of theo monatary modice An abatement of

monetary stringeney had at this stege to bo sought not through

& geraral incroase -in tho supply of cradit but through
measuras to provent an excessive divorsion of crodit to
less cssential uses and through tho creation of special
ingitutions or facilities for supplying selectively the
type of crodit-needed for priority developments. "
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Foreign exchangee=~ Stating that the major problem
before the country was the large snd contimous strain
on fordign exchange resources, Shri Erislmamaghari said
that on & rough estimato, imports for the yosr, 195657
will eggrogato to over 10,000 million rupeos, while axports
will be around 6,500 million rupees. The bulk of +he -
additionnl imports received during the yoar was for devolop=
montal punpoges and should help strongthen the ecconomy
in due courses It was howover, obviouz that foreign
exchange expenditurs had to be linmited 4o the aveilability
of resources, and fio present imbalance in the country's
external account rectificds The various correckive memsuros
adopted fluring the yoar werc reviewed in the March Thite Papsr;
further action in the same direction which wes necessary
would be takone

There was hardly any cushion lef+t in foreign exchange
reserves to permlt a further significent draft on thems The
level of imports hbweafter hed necessarily to be rogulated
in the light of cwrrent earnings andtho inflow of supplemental
rasources that cen be seccured from sbroad and should be
closely related to essentinl requirements of the high
priority projects in the Plan, Tho import policy for the
sesond half of 1957-58 was being formulated with the objective
of pecuring a further gizeble saving on importge The largeo
volume of imports of capital goods and of developmontal -
commeditics that had elready comp in should make it peoszible
for investmont within the economy to go forward for a time
et a satisfactory rato mmd cere will be +taken +o allow such
imports as wore necossary for getbting the benefit of whatever
equipmont had been .obtained and for mainteining production at
a roasoneble levels It would, however, be idle to protend
- that all hardship can be gvoideds The exigencies of the
situation required thet a balance on exteranl account must
be restored as early os possible, and the necessary prico
hed to be paide - - - » C

: - An improvement in ths balance of paymonts situshbion was

he ndded largely conditiomal upon the adoption of domestic
policics dosigrmed to hold inflationary pressures in checks
dn excogs of purchasing power within +he ccondmy raised intornal
pricos; it also reduced the evailebility of supplios for
export and pushes up the demand for importse It was thereforo,
necessary +to oriemt fiscal ond monetary policies to the keoping

- down of doméstic consumption and to the diversicn of a par: af
- the domestic outpub to export markots. ¥He monbticmed in this
‘connection that the exports of cotbon textiles in the Pirst
throo months. of 1957 had reached a total of 250 million yards,
vhich gave sn annual rate. of over 1,000 million yardse The
increase in oxoise dubty on aloth in September last had it seomsd
Bucoceded in'one of its objectives without raising prices in

the process, ' '



Egtimatos for 1957=584= The Hinister said that the
inberin budget has taken the revonue at 5,362.,2 million
rupeez and expeadituro at 6,630,9 million rupses leaving
e deficit on rovenus account of 26847 million rupees.

As & rosult of certain modificeations which had since besn
found to be necessary, revenue deficit, on the bagis of
existing taxation, vas how eptimated to increase by

82,56 million rupeess Tgking the R venue and Bapitel cccounts
togethor, tho overall deficit of 3,650 million rupees
estimeted ocarlior will now increasze by 2849 million rupoes
w0 567869 million rupees ¢ Of tho new provisions made
under the capital budpet was 150 million rupeos for a
Refinence Corporation +o bo set up shortlye The Refinance
Corporation will provide ro-lending facilitins against
loans given by Indian Banks.

An assecsmente=  Malking an assessment of the economic
situation and financial ‘posibion, in the context of which
the budget would have to bo fremed, Shri Krishnemachars
caid thet it wan clesr that while more resources woro required’
Tor moeting the incroasing demsnds of the investment prograrme,
both publicvand privete, the oconomy wes nok generating the
NeCEesSSAry Savings. Budgetary doficits, rapid expansion of
bank eredit, conbinucd prossure on pPrices aid a large balance
of paymente doficit « thoss taken together = connoted o
deficiency of voluntary savings relatively to the size of

~ the investments being undortalen, Further, the cmorging

preasurea had to be judged in relation %o tha requirements
over the entife Plan poriods Expenditure on the Plem had
Inevitably to be stopped up yoar by yesr, and the sirain

on. the country?s resources will goowr-in the poriod thet

nust elapse befora the investmonts being made come to - «
fruitions Theso demands on the. aconomy can be met successfully
only by sustained effort ot incroaging productivity and’
mobilizing savings on n national scale,  Simultaneously,

it wes essenFial that the pace of invastment, both in the
public and privatoe sectors wms kept in rossonsble relationchip
to the progress made in enlerging domsstic gavings ond -
socuring en inflow of extornal finonco adoquate to moet the
foroipn exchange requirements of the programmes in hande

This was tho sotiting egainst which the policies and proposals
theb . he proposed 4o place bofore the House havb +o bo

judgeds | | |



Crodit policye=  Reforring to the oxpansion of
bank credit and the consequent strain on the liquidity
of thes banlking systom, the Finance Minister said tho
Resorvo Bank's policy had not been one of more restrice
tion of overall eredit; in fact, it had beon ono of
onsuring controlled oxpansion = a process vhich had besn
helped in particular, by the libeoralisation of the bank's
croditiacitities under the bankts cw»edst bill markoh
schems and algo through its open merkot policye.

In viow of the inecrsasing tempo of dovelpmontal
activity programmos for the current year and in the
succeeding yoars, he was coenvinsed thet crsdit policy
should continue to be dirceted towards noderating the
pressure of demand for funds without at the same tine
hampering ossontial. lines of productive activitye It
was in this context that tho Reserve Bank had. boen
continuously kecping its bank rabte under roviews The
Regerve Bank hag snncunced an incroase in the bank rate
from 5-1/2, rer cont to 4 por cente As the effective
londing rate of +the Resorvo Bank +o scheduled banks
had been 4 per cent for some nonths now and the markots
had hed sufficient time to adjut thomselves to this
rate, this seemed an opportuns moment for rationalisirg
the lending rate structure of the Rgserve Bank by
raising the bank rats itsolfl, .

The Finance linigter also emphasised the need
to promote small savings and announced as.incentives
to this ond a'rise of 1/2 per cent in the rate of
interest on post office shavings bank dsposits and a
new series of 12 yosr Wational Plan Savings Cortificates
in replacemsnt of the oxicting Fational Savings
Cortificates and Wakional Plen Cortificatess

&  Prioritios in tho Socond Plone= Shri Krishnarmchari
ptated that the ostimetos of required outlay havé gone up
gince the Plan was formuleteds Thé fulPilment of the Plan
to schodule postulated, inter alia, the availability of .
oxtornal resources on' a considorable scele, and the necd
for these reésourcos was the greastest in tho sarlior parb
of the Piane DEvidently, shorifalls in thin raspsct carmot
be made good by a draft on domestic resources, This aspeck
of the problem was under contimious review. T& was not
possible to say at this stage to vhat extent the progress
of " the Plan will be effected becouse of foreign exchenge
shortoges The core of the Plan wes steel, ecoal, transport
ond ancillary powere  With the external asSistance that had
~ boen alrgady promised and with further support from the
International Bank and othor sources, the counbiy shall be
able to cerry through the projects in this Ycore:

s



This group of programmes had the highest priority in
view of its beering on further dovolopmont. But, in
rogard to othor projects, eospecially those for which
no external resources wore specifically forthcoming,
and which were not othorwise of hiph priority, it would
be prudent not to make frosh commitments for soms +ims
until the outlook became cleare Some rophasing of the
Plan was thus inevitable, but, if asg he hoped the balance
of peyments situation took a turn for the better before
long and if the country succeeddin securing adequate
external resources, tho achievement on the Plen should
not fall mmuch bohind schedule,

Bven if the Plan did not oncounter difficulites in
cortain sectors - which it did - a rophesing of it might
be necessary in cortain partse. The rapid development
of tho country in the last few yeoars had made it incumbent
on the Government's part to give closer sttention to the
socio-economic objectives of the Plane The Plen had
set to itself the objective of increasing Bsbionel income
progressively over a period of 15 to 20 years, Ths
urgoncy of developmont was relatod to the need for raising
living standards all round and for creating an environment
in which democratic values and ways of 1ife Hvok root and
gather strongths To those who regard the Plan as oo
arbitious, he would respectfully submit that they should
take & good look at the living conditions of the budk
of the people. It thoy would only do this, he was sure’
they will, along with him be able to see tho several
directions in which tho Plan was inadequates In the lasb
fow yoers there had bden soms visible improvement in the
stendards of nutrition and probably of clothinge The
housing conditions and dnvironmsntal hygiene in urben
and rural areas of the low income groups were deplorable;
the slums in cities wero a disgrace to any society which
claimod to be considered civilized, H& was deeply anxious
to see thet the Plan was strengthencd in this reapecte
In this connection the Finsnce Minister emphasised particularly
the need to better the conditions of State Government
émployees in regard to which the Central Govornment hag
recently tal®n some stepse

Texation policyse=~ Turning to taxation policy, thd

~ Finance Minister enumerated the following objectives o £
the Government's policy in this rogard:=




(a) They must produce & sizable addition to public
rovenues;

(b) they must provide incontives for larger earnings
and nore scvings;

(c) thoy must restrain consumption over a fairly
wide fiold so as to keep in check domestic
inflationery pressures and to release the
resources roequired for invostment; and

(a) they must initiato such changes in the tax
structure as would meke tex yields Progross=-
ively more responsiBR8. to increased incomes
and facilitate enonderly devoloprment of the
economy with due regard to the social objectives
we have adopteds .

New Texation Moasurese= The Finance Minister then

amouneésd his taxastion meesures which are briefly revidwod
belowsm= '

Ao Indirect Laxzege=

Customs dutiose= Hinor incredses in import duties
on 90 difforont articles ranging from cocon powder +o
eramelled iron wares These increasés would vield en
additional revenue of 60 million rupeese

Excise dutiose= Increase in oxcise dutics on tho
following items: = ‘

Sugar(from 5 nP per 1b to 10 nP)s S
. Uotor spirit (from 98 nP: per gallon to Resle25)s
Vogoteblo oils (from 3 nP per Ib o 5 nP), _
Cement (from 5 rupees per ton to 20 Tupees)e
Steel ingots (from 4 rupoes per Bn to 40 mpees).;‘.

Toa (loose) (from 6425 1P per 1b to 10 nP); package
tea converted from duty-paid looss tea (from 19 nP
per 1b'to 35 nP); package tea (from 25 nP per 1b to
45 nP)e N -

Coffee (from 19 nP por 1b t6 35 nP)e

Urmanufactured tobacco other than fluo-cured (a) used for
the manufdcturs of cigarottes and smoking nixbtures
(from 56 nP per 1b +o 75 nP); (b) mainly used for the
mexufactars of bidis (from 87 mP per 1b to Re.l); (o)
-other sorts (from 37 uP per 1b +o 50 nP)g '



¥atchoss (a) 608 boxes (from 25 nP per dozen boxes to
40,8 nP); (b) 40s boxes (from 16,7 nP per dozen %o
27 nP)e The oxisting statutory rebates for smaller
units ere conbinuoed,

Eorosene (from 18,75 nP per imporial gallon to 20 nP),
BExeise dutbies on diesel oil and paper have also been raiged,

Thecs proposals in respect of Central Exciso Duties
were estimated to yield 60840 million rupecs in & full years
For the remainiw part of the current year, their yiold was
estimntod at 5320 million rupces out of which the share of
the Siatos would bo sbout 42 million rupees in respect of
tobacco and matchose

Be Direct Texoge=

Income Taxe= "Texable minimm reduced from 4,200
rupees por annum 0 3,000 rupeese

Reduction in personal incomestex and super-tax raies
for higher=incomo groupss Incoms-tax payable by companios
raised from & amnas in the rupee to 30 per cent and corporation
- tex from the present level of 2 annms 9 pies in the rupee
+to 20 per cemt, but Fxcess Dividends Tax raduccds A reduction
to 45 per cont on the undistributed profits of companies s
‘alge amounced, Additional yields will bs 50 million rupees
on account of incomo tnx and 75 miliion rupecs on account of
tax on companiese . -
Toax on Woealth and Dxponditures= The Finsnce Ministar

also onnounced two new taxes,; om wealth and on oxpenditure .
"designed to alter the tex structwre in s way that will -
engure a moro effective and at the same time a more equitable
basig for taxation™s The +tax on wealth will bo peyable by
individuals, F+ndu, wndivided .families and compeniose - In
the caso of individusls, values up o 200,000 rupses and
in the case of Hindu undivided femilies valuss up to 300,000
rupees will be exemptede Im respect of wealth excesding
that amount the rate will be 1/2 per cent for the first
1 million rupess, 1 psr cent for the noxt 1 million rupesg
and 1=1/2 por cent on the balances: This will thus be .a
progressive tax which, togother with the surcharges in respect
of income=tex on unearned incomos, will contribute towards
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