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W ¥ ey ® dw (BET) o frmmer ®r owidt oY a@fe
fagr & ¥o & wwm w9 ) ) food Fo a9l § garU wATw
oy oy & fF ww wqfa w1 guwwe @ A IOl & e w1
o0 ¥ gATTET A, AT Y | wed wwrar g e gre
# fagy & A9 wr WA WO @ Wi owwAr o Ko v et
qrt & ear F ol go N ywow won f FOfafy ® Aw @
M W W wE GAT 408. 19 ¥o wig fReifmeT § mgrEx
500 %o Wit fadfifaes wx fimr g § a5 wewrer o waT R
fis xat drv-ara, faferemy Wit A7 & ger w1 o W,
fordr o7 &7 & mgdy qar wd-wgd GATHT H @IAT ORI F & H
werare frar o 3, 262, 50%o wfw few eq & wiqur w@}
aFFT 400 397 ufy Afesw o we faar amg

127. Wifays & womEl & wefog 3 ot & ¥0q
JEATIER e 223,285 FOF Yo AT WAT YEE ¥
wiada 55.7 ®OF o & wiafeer Ty ¥ wifer @ W
WA §

128. 79% q7, ¥ gem Uen few Y wafie wid
T 68 9T FF Y AT F 5 Afqwg & wAT T ¥ 6y A<
8 WRAWS YETATT FI7 %7 g€ § | WAT 100 FA¥ 9 &
wfafora wraer & sifte v 1 e fe avatfrr el wagw
b 7T 68 & wenid W ATAT 97 wegEt 9% war g MY qEF
®T AT HIA WY wAEAT T ¥ € ARp@ § @ fs aY e
wpel ® frafor w2% & o F o § T oox vem qes
AT o7 FEAT § | gAfAT TR g w9 vm 6T W AT wg-
AT AW O3 WY mTRET Ad7 &

129. Xar f5 w7 = fafeg &, @ 68 § wob amge) Wy
JIrEw T At I Ay g faiaedi ®, s g wen
qrg FepHt &t frErft qdadt a8 § 30 @@ T9q & sgmr #
T oY, w8 T 30 wrd BIY F nEw aw K ugsr Foerfingt gt
B Ew ¥ e el ¥ W amwme § wwrdET gvmT qey
W K fo frdt Wt o9 oFF W) fama #F o@er w7 oamweew
W & far wr 68 ¥ frw wer wat ¥ of AmpY & qew
Wit wuf frar otar enfge | QY wiv o w7 oy W 4 fw
frate #1 frtfial wy o mifir 7 frar smo mife ey @O
ga & grwt w1 frafr am ¥ <1 ¥ oeenm frew @
% o Akl & wYfer sy e woar g1 aT ahi o qer aw

68 & seAds meR ¥ Ky W a1 senfam sfy o oema
T g, ¥ gz o o oy weEr deen o qfee gamn
WEArT FIAT F ) FMMA @A & owE W fe ager e
1979 & o0 grft g7 9ty @y famkamd ® faedr @g 68
W et 1, wrtfor e [ frwrdt ofadt faefler ad & g0
ST AN F qeq & wqrar A7 ft Y (5 W WO AE & geq ¥
STH! T T 97 Wa 66 & W A mO N wew ¥ 9f Be
forly o 15 9 wI0 & BT 30 /T WYY aF ¥ ey g
ITRT 4 AiM wY A€ ¥ qgeg a9 g oW 6 ogw oA & fem
et ew wrowc & owey o

130, dr fp wenfr e ama ¥ 9% 4T wwen W
SeTEA &7 qfg ®OFREOET BT W L fg ¥ IoNg wEw ¥ ogE 39
gy form diomT # @wom 19768 ¥ W wEeT 27 31~3-1079 %7
T EW AT & | & O AT &1 g8 a0 & AT o e
T WTgarl ¥W e & awrfa & g0 alemmr omr whfiem
TATT ATH B &1 wwT

141 T 34 wATT O €19 Sorgv agr-Hr e afirgeesii
o e Ak {lT dagar g faogwh & 5w o Awifw W
fam T ar amg w1 PO A TR i gwnrar ¥ gosed
gem

132. wfalvres o W frerr a0 ol ®ifr ¥, q®
ATATAFATAW, AT aBmr farde A1 dy eareT A 0y WY
#% 7pR & afifeg grewm & AR AT A A wEw W qew
TR W AT Jeqra frard, wwer  dw fesmEt qw o
¥ A oww § frdEl o memadd & o § W aeg @ oW
drs w7 Wt f fe feww f o 91 ¥ 60 mOw wOm
# wiafre a9 9 8 7% g 3Ty 7 wefs e
wr femra W A g mar fafow amme & gewl ov oAy
e 1R ¥ am oW war w7 Ry B faeam e 8 e
feT§, frofr & & aoir wiafor s oo & Y & el
#uF At 18,31 FUY G0 1 iy g

133, AT f el woer wd §, STeEdy e
®Y TEAgAR TR WETC ¥ owemmT ¥ osmrmarg feed frode
waieh g § fromegdl & wome w1 Z9Er e g o
¥, motdr | AT w0 AT froreATedy & wpw WY, ey
wa wg 50 o At ofr v % U A ow 4 os3 W & fgam
W famm At b, aweT 9. 20 €T 87 TH AT TEATT weT Y
ufbar &1 A7 g ager AEAT g am werw ofr s
& gAT aRFt ¥ faa, Tvadr @7 7 2 qew ) A ar
Fr, o f 4. 52 ¥ &, qoifeeT ¥R 4 50 TIT w7 fEgwr WmQ)
FET A FEAL A F FUNT AT e F, qEAA § fF I o0 A
T XTEY WY 3,36 WU H GTEY | 60 XY ¥V g W)
o g fevare @ B @ wd 3Tl & dewddiey da ¥ ot
¥ o g I ¥ e o & geme @ qfy oo o A
THATY &GN st F fF O @7 ¥ g 7mr & 8 AW Wy
& gfafts T o fow g

134 F6 UF U O F weAl ¥ o vl a
i § Fawl gade uw fafwce 5 & @i e f dimfr g
¥ wy AW % gmnd W agET Ay w1 s sifee w weer
st guIt wgt 9 G ATETE W wreCe qAR ATy weere
wriere ey & fared #homr ot swrcisdtg st s §) ey
¥ agt wrgen 5 qefvly STAT & searaw Fafg wve ww gl
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wY srAfEEr 7 mAe # wrer ) wafer § s ewvar § fw
T TET K WLAY F Fw w7 a0 St w1 Ae 7 oocE
G EC AN CEE I C R GO GO G B U CI
TET RO R WEATT 7 OAAAA: 1.9 TUE T sfafre
e 7 wIfer gefr )

135 TEE IET ¥ oET o7 el wgr AT AT avy
qH-AAE e A, faed fawe 11 wdwoadr J@n, e 2w o#
forg wermm & i afpor fredy % 70 gfr Sfawr (wET) oM
qrEE B AT CRTT At wCE 07 AaTe fRT wa , AT am
A e AT 9 WigwT w1 feaner a W gan i s
AR ¥ FA & BRAST 07 gemAaT 12 ufAaw g g qT A
weg AR f7 fr gt araw ® Agw fam s A dfem 9w
AT |

138, 4g AT GNIH (FATTRI) FA FT ARETET W6
fam aqvag &) wavem qar fafue faet @ Serfer s
¥ qurry & w7 wd sfuw &0 gfAden ewan @ v e
AT Y R ST § ) gAfay geAe g fh e aur S
F AT g2 9T ® gerrx oew |, fowt wemA fafia ol
FIP FeAt Aqr qrAvAAT FOT fRATAATY AV &7 & AT
1o wimma @ o afy wvdrwmy w1 afw= F1 o= awE
Al W fETagTy | %W ITES § A 10 ®UT 897 F gl
e w1 owifty W w1 wgEE F

137. 1976 % #wz ¥ = failg sermqes AU O @ &
41-3-1079 ®T AT FIX ST 7§ 3 AT § 06 T ARl &0
war gfardr wqEet & 1/20& wwt ®F AHEE 57 99 ow at
o s W @ W feeg v oew § 99 WEl w1 A T
w1 werry §, Faere qeaew F o wel wr g fAwtfor e femr
& W AT gew e e ) fawAr, $9% qur AT 68 AT Fegal
97 ¥7 AAG AT WET A ar wr k IH e W W T e

138 % X Amrapeni ¥ weafrw gl o7 feqw wEaT |
Wi ¥ gwy wrr wgemgqet werE 39 Ay wronfes aeel
TR AT IR ST w7 AR g A aE 6
¥ wms At oA v dfle grmawew Ifve A aT o 6e &
wertn i & W 1075 § 9w Avw ¥ @ wafue woA
o fEaTaar ar, "a owrfer SRR w1 wEqe Sfegew
farmer & oz o 1) 9w wE, o qE ¥ 9w waw frad off
wafE 3w el w1 SfAME qeah{ATT IEEEE ST 9T
¥ T AT N T W, grenfe 57 e gwoey s yfamd
wF wgr fagr ATt otwr fo o ager awmn & 8W da 68 W
T BT IOTE WEF A1 5 NAMW  qEATTHTT A OERFT 8
wfowd qEammT w7 A7 FT Femy Rt R | T o # oaar WY
68 ¥ Wi AT wegsl w1 Foww AW K www § Wty & fF
wrarfar aeRll # wwrg § O A0 i dm BwE w0 ARTT 5%
foran | fomg %@ 9T &1 Amrw wvd &7 TETT @ 3y
af @I et wrIT F oweE WomdT AREL #7799 W &
% ¥ o wr ofemdw s AT e T T & B o
e &7 wdr g Y F watw? gearqer 25 sfima v owme
a7 #x faat @ ar % BT 7wl A1 IO FW F oy Ay
¥F T § XA weE & =T ¥ g6 w0 wy & wfy-
foes <r@ew #v wrfer g

Tan, W o WY GfT rwr 3AE) W W RT6T SUTHT W
EWN ¥ RTIU T3 w9 4l wT Wil wrar W owi fEar A
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ar o woarm w1 famfaar swodr wrd F ) Aeeal ¥ o
TOEWT ®T IAWT VAN FT ANGETH WA fEmar w0
qfafeas aawqr w1 & (a0 s@a g fxoarg ® A=, twhy
¥ AW, W@EEA W, A HEr & A gar amnfed ®oae
77 10} wfawm geoTTET & a7 & Swraen AT faar |
M IART TEEm AT o et mEwt @ we faeedr |
gt & fE oww wwE oosv s ey qam § afafeer e
A1 wiftg g

Li0, wera g fF mwr faser @ W ORI AR 6T
wreEr &7 yv g1 AT TAr W |

141 %7y FeORAERt A4y AWl §owwmfed @
TeTEr § e faww T 0w o A 606, 14 FIE w0 & faAw
vroeg wt wrfer gefr fog® W 413,05 wdE wTd g1 wifw
e WY " 192 vy %O ®qU T Trfr st w1 oaved oo

142 P mrae ¥ aferdw wfreeen & ger feg T
W1 tE wgAr w1070 B wE €, 99 ameAr 7 onEr wfi-
Tt g0 wfAar i wEw 9T gwy 9@ 9 Ty & WAl |

(43, weqrfer Taeq w1 WA & fE weldw e
¥ grgeg A, Pk ermadr arefrr [t & A owAT @, afEay
¥ fatw avar #v ot FmF frar wmar & 0 TA wT M AW
FIEAT H WTT A A4T GT FC & AUAFT AT AT WY
AATT ®I F fAw & g arar w1 GO a9d gu, qearEry
U & ORI T ATATINIT WER AT ST RT AR FEA
g\ T TmaTqr §Y, AV T A AT & OATE AGETHE
g AR w7 frar wmr ) Twe s @ g & o wem
F A =T wEA TE K

Lt o HE 9 W s fra dwrwdt aEmm s e
i oft w7 E Fac fr aorfir qeedt w1 owew & gET g
# v wreei d gwrk omvA (gfve whe) e W g
Aty e W owrEr AEAr § | T WETEl A dEEi 6
A fAFTETor 1T agA el gAr w1 AW s gyEr 0 o6
arar w1 ¥AA U gE G w7 e ¥ fRoow mar g
Ft et § afz € o ) ave o ¥ W ) ovw e
rfrenfas ey st vEr &t wemPr o 7w framan
Tar § 1 wEETE (werdfia nA) @ar gF 97 afw 4 s e
AT TR | PR TeE F7 #ET T oA wierw Agr e
T Y | T AF F¥ AT WD OMFR-AL ORT RArd f, 8 ol
% AT WY 9T 225 ®7F o wAfE g9 AT g 9T 2,00
U oA E oA W wem o7 30 & A mi wafy 1 waw
25 & I gy § 1 fheg Sw SO #1 &y PO €7 1 et
e | wfw fAnEr 1750 AT W A Ry e
w7 40 & g s’ & fgam & A W1oa, smfE s o,
g w30 A wfr ‘s & feemw v fAg ooy A W oA
W A " fewr mar £, 36t ser Kool @t s o
v 7w w qfgAl A, faaer faw fedaw § wif g &
% aUNE, AORTT T wiegfa Arde & ATT faar s,
A wfAad 57,96 ®O¥ w0 & wlAfEw o gnfro|
1979-80 ¥ 48,30 FNT TIC F1 S W 4 6 5q9 §
EACER G-I (et G 1 B T R P T
mifae FT faar mr § )

LS, §HIY #7-HO7T W OWATT oS T iy om omfsy
gt fd 7 o205 3% U &7 vEW YET w7 fEeir s
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TNy 160 FUT BT KT K T CF OWTEE | MTH HE-qTATHI
¥ wfAad a7 & a7t SF 1co ¥ T F7 wrfe &y
feomar @ S % ®ry or, 1355 FOF WIC BT AT G TEA0
fodr & qor fem foar &1 ©red w7 gewE A@AT E 4 RAT AR
wiE ¥ osuW I oATd qawends F warfam owmowr s
Gt 9 wefrarfa A (e &0 At At & ¥ g anw T
T AT mrmrE qqT weq At ® P wowe & fadwi
v afan fafy 7 soma fager aw-w1f & war gfa € dga
gerreqr A fraemard wifan Afegr ®1owT I @ &
fada & 3% weav 1z fagam gorw @00 ¥ TR g9 @t w99
¥ oo ST dmr qw et o fegvar gy v \ET

146 o6 Arg & & wadt aw-arAr #y gafa g
ugal £ 1 A9 ' oawr ¥ gfh g afw faaw el aw g
I ¥ feEtw 9V ovamT § el WY @ 47 wifow w6
3, w6ifr wa ot ww oA #7 =w wvr § fR dEm oA o
wEE A Fw oA AW A A o7 AT &1 g7 R ARA
¥ ey ¥ w wfwar § v g war smaroqa b
gy e 9gt oW ¥ | e (erfra, B ITEr emer g
faar & 1 f37g A 37 swm 7w wmeafy oo ¥ oo fw
AT WY OWEIE £ QU VY g 1 ¥ ImEd % fA g
TR KIE TG AR & A WHET K7 TEAT FTYIT FAT A oale
1w AFTL AATY AT A frmurw faowent A7 g sfwenfe
LA

147. fomr ®ez #7 A A AW W A9E B owae 0w
T o¥ g7 T fEar S oAwAr ) TR §X WA ®T s 0%
aegr wfwar ¥ fa0 Awry 7 wer v A gvwsy wfalerr A
FIOETRT, gAET g¢ G qv fw FoR,  dgAe W
wrft & ot gafam AW e faw w0 AW Aw #
5y v wegz mwwweR oAey avltor v X oww w av
SRl W1 swfmmal wE agEr g qer (FAT AT 5wAr & ) gEe
sfqm Fhew A NI & TEA-AEA & TV KT FET ISAT A
Tl &, afex ©F 08 awtsy wr frwior st § frd wloga ®
I TAT-ENOT, ATHA, weTrafen ot wiiT wem g § Ay
oy T g e ogr wwe wf fom § owgwr mar ow grre
Frm & feey TdT AT arend § v oA ax AR wedr
§ fw vtwr a7 atediaar R % oA wwd & fenr ufessm
A K WTEAWFAT & AT H TG T 97 uqET @ I gy
& WiRmmHET 0F WINE-AET AT STANT @ ST FfEET wea
& fmowe @ B oo afamr o wawr 70w fan
B ORAT R OAgAN AGAT )

Yo Hro frardy, HqFy @i

MINISTRY OF FINANCE
Department of Economic Affairy
(Budgst Divislon)
BUDGET 1979-80
SPEECH OF DEPUTY PRIME MINISTER
AND MINISTER OF FINANCE
[No. F. 18(85)-K(D) /78]

New Delhi, the 28th February, 1979
Sir,
I rise to present the Budget for the year 1979-80.

2, The Fconomic Survey for 197879 placed before the
House a few days ago presents u detailed account of ihe
trenda in the economy [or the current vear. [ shall therefore
confine my observations to a few salient aspects of the
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economic situation in the context of which the budget has
been formuluted. ]

3. The perlormunce of the Indian cconomy during the
current year is a tmalter [or great satisfaction. Agricultural
poduction has continued at a record level for the second
year in succession, This achievement iy not due entirely to
fuvourable seasonul factors. ‘lhe increased production is in
good pait also the result of increased availubility of irriga-
tion and fertilizer, use of improved seeds, increased reseucch
und  extenston activity amd extended price support  and
procurement operations, It is also in a grent meusure due to
the energy and toil of millions of [urmers who have under-
tuken investment, absorbed ncw technology, adopted new
cultural practices and contibuted to the general good by
growing two ears of corn in place of one.

4. S0 loug as there is greal poverty amd unemployment
in the country, particularly in the rural areas, and ami-
culture has the largest potentinl for gencrating employment,
and providing purchasing power to the large majority of
the people, there can be no let up in the task of agricultural
improvement. Our objective should be to raise productivity
further by using improved technology and more inputs. This
requires larger investment, greater cflort in o variety of
ways and better organisation.

5. Industrinl production is ulso cxpected to register an in-
crease of 7 to 8 per cent in the current year. This is due to
on Improvement in the production of a large number of
industries. In particular, the increase in production has been
shurp in electricity generation, food industries, electrical and
non-clecirical machinery, meta! produocts, textiles and ‘rans
port eguipment, The over-all supples of basic materialg ke
cement, fertilizer, stecl and non-ferrous metals were aug-
mented by sizeuble imports so that shortuges did not act
49 a constraint on domestic growth,

6. If this rate of agricultural and industrial prowth is to
be maintained in the coming year, supplies of basic goods
should increase through larger investrent, Thal is why the
Government is pushing ahead with a large investment prog-
ramme in irrigation, electricity generation, cement, steel.
fertilizers and transport.

7. Price slability which this Government uchicved lust
year has continued through the current years as well. The
wholesale price index on 10th February, 1979 was only
0.9 per cent wbove the level a rycm' earlier and 0.4 per cent
above the level two years earfier. Such a record of price
stability in a period in which natlonal income growth was
about 11 per cent would be difficult to find elsewhere in the
world, This has been brought about by well conceived supply
and demand management policics, The role of increased
agricultural and industrial production and a liberalised Im-
port ficy in vital areas needs to be underscored in  this
regard, Simullaneously, a monetary policy restricting  the
flow of credit tor speculative actlvitles in the economy and
directing the credit towards productive sectors has been
pursued,

8. An expanding investment programme nceds an increas-
ing volume of resources. But resource mobllisution does not
seem to match requirements. Government finds that there is
a tendency on the part of various sectors of the economy to
look upon tax concessions as the only way of improving
their sagging fortunes. It must be realised that if the vesources
necded for development arc to be ralsed without inflation
there will have to be a greater rcadiness on the part of
rge()pllc who can bear further taxation to shoulder additional

arden.

9. Another instrument of revource mobilisation has also
not yielded the results expected, The surpluses of public
sector undertakings have In 1977-78 been significantly lower
than anticipated. Tt looks ay if the results may not bae
appreciably better in the current year as well. Considering that
total investment in these epterprises is of (he order of
Rs. 12,800 crores, this Is disappolnting indeed

10. Savings in the economy have to increase if a rising
level of investment is to be financed in a non-inflationary way.,
This can be achieved, among other things, by cutting down
wusteful’ expenditure whether in Government or in the private
sector. Feconomy in Government expenditure can be brought
abont by restricting non-development expenditure, particularly
such subsidies as do not serve any specific social or economic
purpose. Private saving should be raLed by u ruthless curbing
of luxury expendlture and adoption of a more austere [life
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siile in tupme with our traditional values and the hard facts
of onr economic life.

11. Exports which had rccorded dynamic growth in the
three yeurs prior to 1977-78. have actually shown a Jecline
in the first eight months of the current year. This disturbing
trend is due to a number of fuctors, Including restrictions
on some of our more dynamic items in importing countries,
recessionary tendencies in the developed world and increascd
domestic demand for certain exporfables. It is most essential
that we reverse the declining trend in total exports by pursn-
ing an active promotion policy.

12. In addition to stressing the promotion of exports ol
manufacured goods, we should nol fose sight of the fact
that as a large agricullural country there is need to pursue
an active policy with regard to the Eromotion of exports
of agricultural products, A policy which will increase expor-
table surpluses of such items as fruits, vegetables, certain
types of vegetable oils, oif extractions and spices, needs to
be pursued vigorously because it will not only raise the in-
comes of the farmers but also generate additional employ-
ment in the rural areas.

13. The rising level of imports shows that the process of
utilisution of reserves for deveopment has begun. In addition
to imports of g consumer goods like edible oil, those of
developmental goods like steel, cement, fertilizer, non-ferrous
metials have [ncrzased substantially, Tmport policy has been
liberalised and wherever necessary, Import duties hiave heen
reduced or waived nltogether in order to facilitate imports
of capital goods, spare parts, components and raw materials
and thus remove constraints on production and investment,

14. The rate of growlh of the couniry's foreiqn exchange
reserves has slackened in the current year. This is part%y
the result of the trends in exports and Imports and the slow-
ing down of the growth of invisible earnings, Tt does not look
ns if we can expect a continuous growth in these if account
ig taken of the varions national and international develop-
ments. Therefore, though the level of our reserves is high
al present, there is need to husband them carcfully,

Revised Estimates for 1978-79
15. Let me lake up the Revised Estimates for 1978-79.

16. On the expenditure side there have been a number of
post-budgel developments which cast additional burdens on
the Centre in the current yeur.

17. As the Hon’ble Members are aware, some of the
State Governments, had, In recent years, been persistently
overdrawing in excess of their borrowlng entitfements from
the Reserve Bank. To enable the Stutes to start with a
clean slate and avoid overdrafts in future, we had decided
to cxtend special loans 'n the States to clenr their overdrafts
as at the end of 1977-78. The paymenia on this account
amount to Rs. 555 crores, Assistance to the States for gratui-
tous relief to people affected by natural calamities had to bo
increased to Rs, 40 crores from the original provision of
Rs. 10 crorces.

18. To give the farmers a higher return on their produce,
the procurement prices of rice. wheat and coarse grains
were increased during the year involving additional expen-
diture of about Rs. 42 crores. After sllowing for certain
arrears payments to the Food Corporation and larger re-
ceipts following an Increase in issuc price of wheat from
December 1978, expenditere on food subsidy durine the
current year will be Rs. 114 crores more thap the Budget
Estimate of Rs. 456 crores,

19. Expenditure on cxport assistance will be Rs, 130 crorea
higher than the Budget provision of Rs. 251 crores due
partly to substantinl spill  over clalms of previous vear.
| oss on sugar cxpor(s ol 6.5 lakhs tonnes in 1978 will ba
Rs. 23 crores more than the original provision of Rs. 10 crores.

20. Non-Plan assistuince nn a larger scale than what wae
anticipated at (he - Budget stage had to be provided w a
number of public sector units which experienced financial
Jifficulties, Coal Tndia will  be recquiring  assistance of
Rs. 173 crores, against the provision of Ra. 90 crores, Cer-
tain other units like the lertilizer Corporalion and Na-
tional Textile Corporation also need substantial additional
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assistance. As a result, non-Plan loans to the public under-
lakings will be Rs. 159 crores more Lhan the Budget Fsti-
mute of Rs, 250 crores only.

21. As smull savings fetched more than what was antici-
pated, touns lo Stale Clovernments towards their share of
collections will also be Rs, 165 crores more than the Rudget
provision of Rs. 300 crores; o part of the increase is on
account of the spwit in colfections townrds the end of the
previous yeur.

22, Defence expenditure in the current year is_estimated
ot Rs, 2845 crores as aogainst the Budget provision of
Re. 2945 crores,

23. The propress of Central Plun expenditure has been
somewhat uncven and overall Budget support for Central
Plan expenditure Is estimated to be less by Rs. 201 crores
a8 compared to the provision of Rs. 4520 crores made for
it. The major shortfalls are anticipated in petroleum, ferti-
lizer and telecommunijcation projects. Oil and Natural Gas
Commission will require Rs, 63 crores less due to rephasing
and postponement of certain works of its off-shore prog-
ramme. Oil Tndustry Development Board will also require
Rs. 58 crores less due to shortfall in petroleum sector’s outlay.
Fertilizer projects will requirc Rs, 36 crores less as compared
to the original provision of Rs. 236 crores; the shortfall
relates mninlg to Trombay V and Cochin Phase 1T units and
the new gas based fertilizer plant (o he set up in Maharashtra.
The outlay on telecommunication projects, which is mostly
financed out of intermal resources, is anticipated to  be
Rs. 46 crores less, mainly due to delay in receipt of equip-
ment and stores,

24, A shortfall of Rs. 25 crores is anticipated in agricul-
tinal schemes. Certain agricultural schemes have not picked
up the necessary tempo owing to delays in implementation by
the State Governments or in formulation of the detailed
schemes and inadequacy of necessary infrastructure.  These
problems arc being tackfed. Certain schemes have, however,
made good progress. Hon'ble Members would be glad to
know that the fowl for work programme is becoming a maf'or
Instrument of rural dcvelogment and employment promotion
and the provision of Rs, 30 crores made for the scheme has
hecn stepped up to Rs. 100 crores and is expected to generate
40 crores man-days of work during the year. Dairy develop-
ment, which will also provide f(ﬂinful employment and in-
creased  incomes in  the rural arens, has been allocated
Rs. 19 crores more over the Budget provision of Rs. 11 crores.

25, The current Budget provides Rs. 2761 crores for assis-
tance to State and Union Tervitory Plans. As Hon'ble Members
are aware, States affected by floods this year suffered serious
crosion of resources and would not have been able to finance
their approved Plan outlays without additional assistance
from the Centre. Tt had accordingly become necessary to
provide additional Plan assistance of Rs. 325 crores to those
States. Rural Electrification Corporation had also to  be
provided with Rg, 39 crores more from the Budget to
finance its approved Plan schemes which are in the State
sector. Aocorcﬁng to Revised Estimates, Central assistance
for State and Unjon Territory Plans in the current vear is
placed at Rs. 3112 crores.

26 As repards recelpts in the current year, collections
from small saving are expected to exceed the Budget Fsti-
mate of Rs. 460 crores by Rs, 140 crores, thanks to the sus-
tained efforts of Central and State agencies concerned. De-
posits of non-Government provident funds are also esti-
mated to be Rs. 75 crores more than the Budget Fstimate
of Rs, 225 crores, Gold safcs, for which no credif was
assumed at the Budget stage, have fetched Rs. 86 crores.
Recoverics of temporary credit extended in earlier years
1o hilateral trading countries will also show an improvement
of Rs. 75 crores following larger imports from them.

27. Dislocation of industrial production in the eastern part
of the country consequent on floods this year, and decline
in the profit margins of certain major public sector under-
takings have adverscly affected receipts from corporation and
income taxes. The receipts are eslimathed to be about
Rs. 102 crores less than the Budget Fstimate of Rs. 2577
crores, Union excise and customs duties taken together show
an improvement of Rs. 145 crores. While. consequent on
l‘ibcrnlﬁation of import policy and larger imports to meet
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domestic requirements. customs duties are expected to yield
Rs. 250 crores mote than the Budget Estimate of Rs. 1860
crores, Union excise dulies. on the other hund, will fetch
Rs 105 crores less than the Budget FEstimate of Rs. 3219
crores. This shortfall is. umong other things, due to lower
realisation on sugar consequent on withdrawal of duty on
khandsari sugar and fall in sugar prices after decontiol.
There has been shortfull in excive revenue {rom kerosene,
man-made fibre>, aluminiurn and copper, which is, howesver.
more than made up by larger receipts of import duties on
these commodities.

28. Utilisation of external aid has slowed down due to a
shift from programme to project assistance by multilateral
aid giving agencies and also allocation of g greafter proportion
of bilateral assistance from some countrics to specific pro-
jects, In both cases, the concerned projects are slow moving
and, consequently, gross aid receipts aie expected to be
Rs. 447 crores less than the Budget Estimates. Steps are
however being taken to accelerate the pace of
disbursements.

29. Taking other variations in receipts and expenditure into
account the overall deficit in the current year is estimated
to be Rs. 1590 crores as against the original estimate of
Rs. 1071 crores, This is exclusive of the additiona] burden
of Rs. 555 crores cast on the Centre by the Ioans to certain
States for clearing their past deficits which, being in the
nature of a book adjustment, will not have an econcmic
impact in the current year. ¢

Budget Estimates for 1979-80

30. I shall vow present the estimates of expenditure for
1979-80.

31, This budget reflects the impact of the recommendations
of the Seventh Finance Commission which have been accepted
by Government. While a larger tran-fer of resources to States
in pursuance of the award of the Commission is eminently
desirable for strengthening our federal polity, it creates seri-
ous problems for the Centre’s finances in the short run. This
budget seeks to cope with these problems.

32. The annual Plan of the Centre, States and Union
Territories for 1979-80 would be Rs. 12511 crores compared
with an approved total outlay of Rs, 11649 crores in 1978-79.
This represents an increase of 7.4 per cent. However, in
assessing these figures Hon’ble Members should bear in mind
that an estimated sum of Rs. 835 crores has been transferred
as committed expenditure from the Plan side to the non-Plan
side in the Central and State Plans. Taking into account
this transfer. the step-up in developmental effort in 1979-80
would be of a significant order.

33. The Central Budget for 1979-80 provides a sum ot
Rs. 7108 crores for the Central Plan and for assistance
towards the Plans of States and Union Territories. A provi-
sion of Rs. 2300 crores has been made for Central assistance
towards outlays of States’ Plans, Union Territories Plans,
and the sub-Plans of Hills and Tribal areas, schemes of
North-Fastern Council and Rural Electrification Corporation.
[nch}sxve of their own resources, the Plans of States, Union
Territories. North Eastern Council etc. will amount to
Rs, 6099 crores in 1979-80 as against an outfay of Rs. 5985
crores in 1978-79.

34, The provision in the Budget for the Central Plan
amounts to Rs. 4808 crores, Together with the internal and
other resources of public sector undertakings amounting to
Rs. 1604 crores, Central Plan in 1979-80 will, therefore, be

of the order of Rs. 6412 crores, as against Rs. ‘
in 1978-79. 5 again s. 5664 crores

35. Subsequent to the determination of the outlays 1
the Central Plan and the Plans of the States for 1978—80an
decision has been taken at the recent meeting of the Na-
tional Development Council to effect some modifications in
respect of Centrally sponsored schemes. The funds npow
aflocated for some of the Centrally sponsored schemes will
be released for distribution among the States on the busis of
a new formula. Consequential adjustments, in the Budget
provisions for 1979-80 for these schemes, will be made in
the course of the year,

[ParT 1—SEC. 1]

16 As the Homble Members are aware, the obiectlv'e of
eradicating poverty and unemployment is basic to our new
development sirategy.  This calls for a radical restructuring
of the priorities in our Plans, Agricvltural and rural develop~
ment have therefore been assigned the pride of place 1n
our Plans, But Government recognises that the requisite
degree of reorientation of devefopment plang can  be
achieved only over a period of time. We propose, however,
to accelerate the puce and thrust of programmes which have
2 material bearing on agricultural growth and promotion of
cmployment.

37. The Plan outlay on agricuiture and rural development
has heen raised from )i{s. 1754 crores in 1978-79 to Rs. 1811
crores in 1979-80. An owlay of Rs, 258 crores has been
provided for accelerating the integrated rural development
programme in 2000 blocks covered by any of the special
programmes and in 300 other blocks not cov_ered by any
of the special programmes so far. The focus will be on the
improvement of the economic conditions of small and margi-
nal farmers. agricultural fabourers, rural artisans and scheduled
castes and scheduled iribes. A provision of Rs. 50 crores
is being made for the food for work programme. I have no
doubt that 1 shall have to raise this figure steeply taking
into account the experience in the current year. Such an
increase will, however, have no inflationary impact as we will
b> drawing upon accumulated stocks of foodgrains.

38. Government does not have to stress in this House the
importance of irrigation for agricultural development. The out-
ifay on major, medium and minor irrigation projects including
flood control for 1979-80 will be Rs. 1488 crores compared
to Rs. 1401 crores in 1978-79. Most of this outlay will be
in the budgets of the State Governments. The target for
the creation of additional irrigation potenial in 1979-80 has
been fixed at 3.2 million hectares as against a target of
2.8 million bectares in 1978-79. In crder to increase the pace
of development of minor irrigation, a scheme is being yvorked
out for extending the subsidy on minor irrigation, given at
present only to small and marginal farmers, to farmers whose
Tand holding is between 2 and 4 hectares, but at a reduced
rate. To this end a provisio of Rs. 10 crores is being made.
The Plan provision for the minor irrigation programme will
be supplemented with resources available from the Agricnl-
tural Refinance and Development Corporation. The financial
support made available to the Agricultural Refinance and
Development Corporation from the Central budget has been
increased from Rs. 133 crores in 1978-79 to Rs. 159 crores
in 1979-80.

39. Tn the context of the great importance we attach to
rural development and employment-oriented programmes in
rural areas, it is necessarv to ensure that in the coming years
the flow of institutional finance to rural areas will be smooth,
ctvadv and at reasonable rates of interest. In addition to
many steps alreadv taken, Government has decided to exempt
the Agricultural Refinance and Development Corporation, the
premier refinancing agency for agricultural term loans, from
income-tax. This concession. together with other measures
we are contempiating. will enable the Agricultural Refinance
and Development Corporation fo reduce the rate of interest
ot which jt refinances loans for minor irrigation and land
de_velopment by about 1 per cent; the Reserve Bank
will take correspondine steps to ensure that the full benefit
of this reduction of about nne ver cent is passed on by the
commercial hanks to the ultimate borrower. As a result. far-
mers will find it cheaper and therefore more attractive to
mve t in minor irrigation and land development,

40. Hon'ble Members are aware that as part of the strategyv
of rural development. a WNational Dairv Development Pro-
gramme. known as Operation Flood II, intended to raise the
nutritional <tandards of the people. generate emnloyment and
augment incomes in rural areas through a viable subsidiarv
nccunation had been annroved earlier this vear. An outlay of
Re 32 rrovec Jhas been provided in the Central Plan for
1979~ﬂ'0 for this programme. On comrletion it will nrovide
eainful emolovment for ~bout 10 million farm families and
arsure increased availability of milk to our people,

41. Rural electrification pl i i i
. ) plavs an important part in agri-
cultural and ru_ra] development. The total outlay for ilr)e
rural electrification programme will be Rs. 285 crores in
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1979-80 An additional sum of Rs, 50 crores will be mobi-
lised for this purpose through commercia]l banks, the Agri-
cultural Refinance and Development Corporation and the
Rural Electrification  Corporation.  Comparable [igures in
1978-79 are Rs. 277 crores and Rs. 20 crores respectively.
As aguini 22000 villages expected to be clectrified in
1978-79, the target for 1979-80 has been set at 25000
villages.

42. With the incremse in agricultural ouput there 13 an
obvious need for incremsed storage to minimise wastage. A
scheme is therefore being worked out to have subsidised sto-
rage facilitles in rural arcas, This will have two fold benefits:
grain can be stored near the place of production thus redug-
ing waslage and it will reduce the cost of storage for Govern-
ment because godowns can be built cheaper and the cost of
holding inventories will be borne by the farmers.

43, This Government is committed to the accelepation of
the rural water supply programmes so as to make safe and
reliable drinking water available in all problem villages. The
Central Plan for 1979-80 includes a provision of Rs. 80
crores for this programme as against Rs. 60 crores allocated
in 1978-79. ter this Goveranment came to power in March
1977, 18000 villages were provided with water supply in
1977-78. The target for 1978-79 is 27000, 1 wish to assure
the House that Government will have no hesitation in allo-
cating more funds for this purpose if the programmes make
faster progress.

44, Economic exploitation and social discrimination againsi
scheduled casts and scheduled tribes will not cease unless
programmes for their development are built upon a sound
economic basis. Therefore Central ministries and State Govern-
ments have been asked to incorporate a special component
in their Plans for 1979-80 for these categories so that they
may secure an adcquate flow of benefits from the various
sectoral Xrogrammes. The outlay on welfare programmes for
scheduled casts and other backward classes will be Rs. 117
crores in 1979-80.

45. A provision of Rs. 70 crores has been made for the
tribal sub-plan for 1979-80. This will supplement the flow
of funds from State Governments under different heads of
development, The States would also be receiving grants under
the recommendations of the Seventh Finance Commission
for providing incentives to thelr staff working in the difficult
conditiong in the tribal areas.

46 The development of village Industries is an important
com%onont of the Central Plan. A provision of Ra. 193 crores
has been made in 1979-80 in the Central sector as against
Rs. 140 croves originally provided for in the current year.
This outlay would be supplemented by suitable provisions
in the State Plans and by institutional resources available on
easy terms and conditions.

47. Handloom is our most important village indusry, Thero
are nearly 4 million handlooms providing employment to
about 10 million people. They produced 2500 million metres
of cloth in 1978-79 and the target for 1979-80 is 2700 million
metres. A provision of Rs. 28 crores is being made in 1979-80
to organise weavers into cooperative societies, to enbale apex
cooperative bodics in this sector to do better marketing and to
promote intensive development for export.

48. In keeping with the Government's policy of extending
postal services in rural arcas, it is proposed to open 5000
new post offices and provide 10,000 postal counters through
mobile post offices in 1979-80. Outlay on telecommunications
will be Rs. 359 crores in 1979-80 with greater emphasis than
hitherto on extending these facilities to rural areas.

49. Care has also been taken to provide adequately for the
dcvclopment of the basic infrastructure on which the progress
of agnculture and industries alike would be dependent. Thus
the provision for power, coal, fertilizers and chemicals, mine-
rals, petroleum, stee] and roads and railways has been in-
creased from Rs. 2733 crores in the Central Plan for 1978-79
to Ra. 3122 crores in 1979-80.

30, The growth of power produtcion has an important role
to play in the development of agriculture as well as industry.
Allocation for the power sector in 1978-79 had been stepped
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up substantially to Rs, 2217 crores. The tempo of develop-
mpcnt s soughtyto be speeded up still further in 1979-80 and
an outlay of Rs. 2466 crores is being provided, The bulk of
the Plan provision for power will be in the Stale Plans but
an allocation of Rs. 382 crores is for power projects in the
Central sector. A major start in 1979-80 will be the super
thermal station at Farakka, Tt is expected that 3000 MW gene-
rating capacity will be added in 1979-80 as against 2500 MW
in the cwrrent year, The facilitics for distribution of power
are also being improved.

51, Self-sufficiency in fertilizer production is an important
objective of the Government policy. A provision of Rs. 254
croves for investment in fertilizer the plants has been m~de in
the Plan for 1979-80. This will cover expenditure on a number
of on-geing projects which will raise production in the public
sector from 12 lakhs tonnes of nutrients this year to 20 lakh
tonnes in 1979-80. Also, starts will be made on two off-shore

as based plants on the west coast and an additional gas
ased unit in Assam.

52. The demand for steel has increased by about 15 per
cent In the current year due to increased activily and invest-
ment in the economv. The incrensed production of mini steel
plants has averted a serious shortage which would have other-
wise occurred. An outlay of Rs. 600 crores is belng made for
the steel sector in 1979-80. Tt has to be viewed in the context
of thc growing demand. This provision will enable work on
the cxpansion of Bokaro and Rhilai Plants and on the new
plant at Snlem to be continued.

53. Coal is as basic to our development as power and thers
is an urgent nced to raise its production. Coal production in
the current year is estimated not to exceed a figure of 102
million tonnes as severe floods affected production. The allo-
cation for the coal sector has been ralsed from Rs. 267 crores
in the current year to Rs. 346 crores in 1979-80,

54. Oil s an equally Important source of encrgy and
Government attaches great Importance to the exploration and
development of oil fields so that our dependence on imported
oil is minimised. The development of Bombay High will be
substantially completed next year. With the commissioning
of the 3 million tonne cxpansion at the Kovali rcfinery, the
country's refining capacity has touched 30 million tonnes per
year. Allocations to this sector in 1979-80 will be Rs. 622
crores,

55. Roads are of vital importance to the nation and a pro-
vision of Rg. 120 crores is proposed for 1979-80 for national
highways. strategic roads, roads in the border areas In the
north and roads of Inter-State economic importance. This will
be supnlemented by allocations from the State Plans to cover
State highways and district and rural roads.

56 Tn our country urbanisation has led to a growth of
slums and squatter scttlements. Essentlal facilities like water
supnly, community latrines and haths, wide and paved streets
and provislon of srcet lighting have been badly lacking for
these people. Government has decided therefore to pursue
actively a policy of slum {mprovement. Against a total ex-
penditire. of Ra. 43 crores on slum improvement in 1974-—78.
an outlav of Rs. 190 crores has been envisaged in the period
1978—-83.  ‘The States will have to push through this pro-
gramme in a big wav. If thev undertake to mobilise additional
resonrces for this purpose by taxing the affluent sections in the
urban areas, Government will be hanpy to supolement thelr
efforts.  Government will examine in consultation with the
States how the slum imnrovement nrosramme can be acceler-
ated so as allevinte the living conditions of the urban poor.

57. In realigning the priorities In the educetional sector,
Government attaches the highest importance to the education
of the masses. The provision for adult education in the
Central Plan for 1979-80 is being accordirgly increased and
comes to nearly 20 per cent of the total outlay of Rs. B4
crores for education in the Central Plan.

58. It is now widely accepted that the proarammes of
development of agriculture or miral industries will not make
<ufficlent progress unless the rural nopulation acquires the
relevant skills. Verv little headway has, however. been made
in the training of rural vouth to- acquire these skills. This is
partly because of a lack of an effective tralning programme
and partly a lack of proper organisation linking skills with
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capital, Since such training is an essential precondition of the
success of the production programme, Government proposes
to make financial provision for a programme of ‘training
rural youth for self employment’ in the course of the year o«
soon as the details of such u programme are worked out.

59, There s little doubt that the growth of population at the
present rate needs to be checked if economic development ls
to lead to s perceptible increasc In the standard of living ot
our people. Unfortunately, as a result of the wrong approach
to family planning followed in the past, this programme has
suffered a serious set back. It should be our endeavour to
put the newly introduced family welfare programme on a
sound footing so that the national objective of reducing the
birth rate to 30 per thousand in 1982-83 from the current
level of 33 per thounsand may be achieved, The Community
Health Workers Scheme which was started In October 1977
in 741 primary health centres was a significant innovation of
the Janata Government In extending elementary medical care
to rural areas. It is propored to cover a third of the country
under the scheme in 1979-80 and the entire countrv hy
1982-83.

60. Non-Plan expenditure has been limited to what Is strictly
necessary keeping In view the need for economy consistent
with efficiency.

~ 61. Defence expendiure is estimated at Rs, 3050 croren as
against Rs, 2845 crores in the current year.

62. Provision for food subsidy at Rs. 560 crores will be
Rs. 10 crores less than in the current year. Rs. 448 crorey
have heen provided next vear for fertilizer subsidies as against
Rs. 319 crores in the curreat year,

63. Debt service charges at Ra, 2161 crores will be about
Rs. 304 crores more than in the current year, the Increase
being mainly on acconnt of internal debt.

64, Statutory grants to States will be Ra. 232 crores as
compared to Rs. 514 crores In the current year. The provi-
sion next vear is based on the recommendations of the
Seventh Finance Commisslon, The Commission has also
recommended additional grants to certain States to cover
their net interest liability and for upgradation of standards
of administration. T have not, at this stage, included any
provision for pavment of grant-in-aid for these purpoces
and shall come before the House with request for supple-
montary funds after the action nrogrammes for schemes of
upgradationr are drawn up and finalised bv the State Govern-
ments concerned and the net inferest liability assessed ns
recommended by the Commaission,

_ K5. Government is sure that Hon'ble Members will share
its concern at the growing volume of Government expendi-
ture. Tt is thercfore important to contain the prowth of this
expenditure and also to ensure that the funds are ntilised
effectively for the promotion of the common good. Govern-
ment has {herefore decided to appoint a Commission with
suitable terms of reference to conduct a comprehensive in-
quiry into Government spending, It will, among other things,
examine the impact of public expenditure on the promotion
of growth and reduction of poverty and recommend ways
and means of making public expenditure more effective in
solving the problem of poverty.

66. Coming now to Receipts, gross tax revenue In 1979-80
at existing rates of taxation Is estimated at Rs. 10822 crores,
showing an increase of Rs. 658 crores over the Revised Fsti-
mates for the current vear, Of thig increase, Union excise
duties will contribute Re. 381 crores and corporation and
income taxes Rs. 248 crores.

67. As mentioned earHer, substantially Iarger devolution
of Central taxes and duties will have to be made to the
States from the mext financlal vear in. accordance with the
recommendations of the Seventh Finance Commission. At
the present level of taxation, States' <hare next vear is
estimated at Rs. 3235 crores which is Rs. 1278 crores more
than in the current year. Consequently, Centre's net tax reve-
nue, at Ra, 7587 crores, will be Rs, 620 crores less than in the
current year.

68. Market loans will vield Rs. 1850 crores as against
Rs. 1653 crores in the current year. Net external assistance,
after meeting repayment and interest Iabilitles, is estimated

at Rs. 878 crores, including drawals against new credits,
Small savings collections will fetch Rs. 650 croves. Loan
repayments by States, excluding ways and means advances,
are placed at Rs. 554 crores as against Rs. 734 crores in the
current year. The decline s due to debt rescheduling recom-
mended by the Seventh Finance Commission.

69, The total receipts of the Central Government for
1979-80 will be Rs. 16551 crores, Totall expenditure for
the coming year will be Rs. 18526 crores. The overall
budgetary gap at the cxisting rates of taxation will thus be
Rs. 1975 crores,

PART B

7b. I now come to my proposals on fresh taxation.

71. A gap of this magnitude cannot obviously be covered
without a large tax effort. However, in addition to mobilis-
ing the require resources, my tax proposals aim at three
objectives which, 1 think would be acceptable to cveryone
in this Houvse. In a country in which the bulk of the popu-
lation lives below the poverty line disparitics in income have
to be minimised. Such disparilies lead to Iuxury consump-
tion which alfects the propensity to save and the will to
work hard. Therefore, tax policy should seek to reduce such
disparities.

72. Secondly, they aim at increasing production and avoid-
ing waste, Poverty climination requires primarily an in-
crease in production. Since rcsources are scarce, tax policy
should prevent a diversion of resources to wasteful and un-
productive uscs and conserve them for productive purposes.
It should also discourage such consumption as s positively
injurious to people’s health,

73, Thirdly, they aim at eliminating unemployment and
underemployment stimulating agricultural produstion, by
cncouraging [abour ﬁntcnsive techniques of production and by
improving the competitive capacity of small scale and cottage
ind]ilstries in relation to large scale industry.

74, Let me take up direct taxes first.

75. 1 propose to raise only the rate of surcharge foo Union
purposes on income-tax in the case of all categories of non-
corporate taxpayers from 15 per cent to 20 per cent. The
cffect of this proposal will be to ralse the marginal rate of
personal income-tax from 69 per cent af present to 72 per
cent. This mcasure will yield an additional revenue of
Rs. 46 crores in a year. The accretion durlng 1979-80 will,
however, be of the order of Rs. 37 crores only, This i a
small sacrifice I am asking the 35 lakh taxpayers, who con-
stitute an insignificant proportion of the total population, and
who recelve a substantial share of the country’s income, to
make for their poorer fellow citizens.

76. 1 am aware of the views of the State Governments
against recourse to surcharﬁe for Unlon purposes as the
revenue accruing from surcharge is not shareable with the
States, But in framing my other fiscal proposals I have
taken care to see that States get their legitimate share of
the gains from the additional tax effort of the Centre.

77. Under the rate of schedule prescribed in the Finance
Act, 1978, in cases where the taxable income excseds the
exemption limit by a small margin, the tax liability i3 Hmit-
ed to 70 per cent of the excess over Rs. 10,000. This pro-
vision operates rather harshly in some cases. In order to
provide for a smoother progression Jn marginal cases, 1
propose to lmit the tax payable In such cases to 30 per
cent of the excess over Rs. 10,000, This will benefit Indi-
viduals having incomes up to Rs. 12,000.

78. In view of the imperative need for resources, I pro-
pose to continue the Compulsory Deposit Scheme for Income-
tax Payers for a further perlod of two years, This will
generate additional resources to the tune of Ra. 160 crores
during the financial year 1979-80,

79. Inequalities of wealth have even less fustification than
inequalitles of income, T, therefore, propose to raise the
retes of wealth-tax on high slabs of net wenlth, The rate
will now be 3 per cent, as against the current rate of 2.5
per cent, on the net wealth between Rs. 10 lakhs and Ra. 1%
lakhs and 5 per cent, as against 3.5 per cent, on the net
wealth over Rs. 15 lakhs, The rates of wealth tax on slabs
upto Rsa. 10 lakhs will remaln unchanged. There will be
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corresponding changes In the rates appiicable to Hindu un-
divided famitlies having one or more members with in-
dependent net wealth excecding the cxemption limit. Thesc
changes will vield an additionaj revenue oi Rs. 6.6 crores in
a year. Since, however, the new rates of wealth-tax will
apply prospectively from the assessment ycar 1980-81, there
will be no accretion to revenue durlng 1979-80.

80. It has to be recogniged that by mercly adjusting direct
tuxn rates we cannot reduce disparitles in income and wealth
to toletuble levels.  As the House knows, tax evasion which
iz the basic cawse of gencralion of black money greatly
adects the progresslve impact of direct taxes, Black money
i> o corrosive influcnce which works throutgh the entirc
ecodomy. It 15 important that this scourge iy fought through
the eilective implementation of our tax laws. 1 wish to
asvure the House that 1 shall address myself to this task
with the utmost zeal and vigour.

81. As 1 am ralsing the surcharge on income-tax on per-
sonal incomes, I think the corporatc sector should also be
rcquired to coutribute  a little  more to the excheguer, [
accordingly propose to raise the surcharge on Income-tax in
the cuse of companics from 5 per cent to 7.5 per cent. This
will not cust a heavy burden on them, becausc the effective
rat¢c of taxalion on corporations is lower than the nominal
rates. Thiy measure will yield an additional revenue of about
Rs. 35 crores in  a year. The accretion during the year
1979-80 will, however, be of the oider of Rs, 28 crores
only.

$2. the scneme of raxation ol capital paing was wmodified
i 1977 in several directions, One ot \he changes made was
to provide for exemption from income-tax on Jong-term
capital pgains if the sale proceeds of any asset were re-
invested wilhin six months in certain preferred assets. Since
ussel owners secure capital gouns largely throupgh no effort on
their own part, this exemption confers an unfiir advantage
on is:et holacra as compared to Income earmers and thus
contributes to the disparity in socicty. T, therefore, propose
to wi hdraw this exemption of capital gaina n respect  of
transfers made after 2¥th  February, ¥979. This measure
will yield an additlonal revenue of Rs. 14 crores unnually.
Since, however, advance fax is not payable in respect of
cupital gains, there will be no accretion to revenue during
the year 1979-80.

83, The present concessivns in respect of Iong-tcrm,suvings
through life Insurance premia, provident fund contributions
and other apgroved forms of savings, though they subserve
certain desiruble soclal and economic objectives, give 1 d‘is-
proportionately large tax bemefit to taxpuyers in higher in-
come brackets, At present, 100 per cent deduction Is allow-
ed in respect of firat Rs, 5,000 of qualifying savings, 50 per
cent un the next Rsg, 5,000 of such savings and 40 per cent
on the balance. Undcr my proposal, while the first Rs, 5,000
of quulifying savings will continue to  be eligible
for J00 per cent deduction the deduction in respect of
the next Rs, 5,000 of such savings will be reduced to 35
per cent and in respect of the balunce to 20 per cent. This
measure will yield Rs. 9.6 crores annually. he accretion
during the financinl ycar 1979-80 will, however, bo Rs. 7.6
Crores,

84, 1 propose to Jower the threshold for payment of ad-
vance tax by the reglstcred firms from Rs. 30,000 tu
Rs. 20,000, “This measwre will yield an additlona] revenne nf
Rs. 12 crores during 1979-80.

85. The large rcale uncmployment in the country requires
the nromotion of labour intensive techniques instead of capr
tal intcnsive techniques. While it may be true that fn soms
industrics the choice of technigues is limited, our wreference
should be for labour intensive methods of production where-
ver feamsible, Our fiscal laws and tax concessions in parti-
cular should bc so designed as to foster production tech-
niques which enlarge opportunities for employment.

86. 1. therefore, propose to appomnt an Expert Committee
ot economists and tax administrators to study the impact of
con-essions provided for in our tax laws—particularly those
relating to corporation tax and Central Excise—on the tech-
niques of production used in industry and make rccommen-
dations which wiil encourage the adoption of labour inten.
sive methods of production. The composilion of the Com-
mittes and its terms of reference will be settled soon and it

Willl be asked to submit its Report with thc leust possible
delay.

87. One of the tax concessions which Is related w  the
cmployment ot cupital is the “tax holiduy” provision in the
licome-tax Act.  Lhis concession Is al present available in
respect of all mdustrial undertakings that go into production
belore 1st April, 1981. 1 propose to withdraw this conces-
sion in the case of wndustrinl undertakings cngaged in non-
prionty industries listed m the Eleventh Schedule to the
lncome-tux  Act, it they go into production  after 31st
Murch, 1979,

88, In recent years, commercial banks, particutaily public
seclor banks have been ashed to reach out into the rural
arcus and © capund rural credit, ln order o promoule rural
bunking and (o assist the scheduled commercial banks in
making adequate provisions from lheir current income  to
provide for risks in rural advances, 1 proposc to amend the
dreolne-tax Act to gramt a deducuon in respeet of provisions
made tor bad and dJdoubtful debts by scheduled commercial
banks reialing to advances made by  their rural branches.
Such a deduction will, however, be Imited to 1.5 per cent
or the aggregute average advances made by the rural branch-
e5.  Lhis measure wiil result in a revenue loss of Rs. 12
crores durimg 1979-80 but it will be in a good cause.

89. 1 have earlicr referred to the exemption from the cor
porailon tax which [ wish to extend to the Agricultuial Re-
tinunce and Devclopment Corporation. This is in line with
a similar exemption already being enjoyed by the lndusiriat
Development Bank of India, This decision will result in
a revenue loss of Rs. 5 crores annually, The loss during
1979-80 is estimated at Rs. 10 crores because advance tax
paid during 1978-79 also: is refundable.

90. At present, expenditure incurred by companies and co-
opeiative yociclies on approved programmes of rural deve-
iupment qualifies for deduction in compuling their taxable
profits.  For thls purpose, the programme has to be approv-
ed by the “prescribed wuthorily”, which is an Inter-Ministerial
Comumittec headed by the Secrctary, Ministry of Agricullure
and irrigation. Companies apd co-operative sacielies havo
shown considerable intercst in rural development program-
nes.  To expedile the clearance of such schemes of rural
development, T propose to provide that they will henceforth
be approved at the State level by u Committece consisting of
the Commissioner of Income-tax and a senior officer of the
State Government nominated by it.

91. T also propose to excmpt from income-tax donations
made by tax-payers to approved institutions engaged in im-
parting training to persons to cquip them for implementing
rural developmicnt programmes.

92. At present, taxpayers engaged in business or profession
wlone arc entitled to 100 per cent dedoction in respect of
donations made to approved institations enaged in carrving
oul programmes of rural development. 1 propose to extend
this concession 10 other categories of taxpayers as well. A
similar dispensation will be extended to donations for scienti-
fic rescarch made to approved scientiflc research associations,
universities, colleges and other institutions.

93. It is also proposed to provide that insurance premia
puid by federal milk co-operative socicties for insuring cattle
belonging to members of afllliated primary co-operative socie-
ties shall be allowed to be deducted in computing their tax-
able profits,

94, In order to promote the cultlvation of mushrooms, it is
proposed to exempt from income-tax one-third of the income
derived {rom the business of mushroom growing under con-
trolled conditions, or Rs. 10,000 whichever is hihger,

95. As Hon'ble Members are aware, the Finance (No, 2)
Act, 1977 haw conferred exemption from income-tax on the
hhadi and Viliage Industries Commission. It is now pro-
osed to cxempt from income-tax the income of the State
‘hadi and Village Industries Roards sct up under the State
Acts.

96. Consumer co-opcrative societies have been doing com-
mendohle work in supplying goods lo consumers at reason-
able pricts. In order to encourage the development of such
socicties so that they can play a proper part in thc public
distribution system that is sought to be developed, it is pro-
posed to raise the gquantum of tax-exempt profits in the case
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20,000 tn

of such socicties from the present level of Rs.
Rs. 40,000,

97, The scope of section 35B of the Income-tax Act relat-
ing to export markets development allowance was curtailed
last year. 1 have referred carlier to the decline in exports
ip the current yeur and the need to promote them. There-
fore to enable exporters to develop export markets on a
long-term busis, it is proposed to liberalise the scope of the
export markets development allowance. A weighted deduc-
tion under section 35B of the Income-tax Act will now be
available to all exporters al a uniform rate of 133.3 per cent
of the quulifying expenditure, For this purpose, expendi-
ture on advertisement or publicity uwtside India in respect
of the goods, services or fucilities dealt in or provided by
the taxpayer in the course of his busincss will be included
in the qualifying expenditure, This concession will result in
a revenue loss of about Rs. 5 crores annually. The loss in
{979-80 wi.l, however, bz of the order of Rs. 4 crores.

98. In order to encourage the wriling of University level
text books in Hindi and other Indian lunguages, | propose
tc allow a deduction equul to 25 per cent of the income
derived by the authors of such books. Authors of dictionaries
and encyclupaedias in these Janpuages will also get the bene-
fit of a simila¢ deduction in the computation of their tax-
able income. This concession will available for the
assessment year 1980-81 and four subscquent years.

99. While T want to step up the drive against tax evasion,
1 also would like to promote greater expedition in the settle-
ment of income-tax cases. At present, the Income-tux Seitle-
ment Commission Is debarred from proceeding with a case
it the Commissioner of Income-tax objects to the application
being proceeded with on certain grounds. The Direct Tax
Laws Committece has recommended that the application for
settlement should be rejected onlgc after the Commission
i{s satisfied that the objection has been ralsed by the Com-
missioner on proper and valid grounds. 1t is proposed to
imploment this recommendation subject to the safeguard that
before overruling the objection raised by the Commissioner
of Income-tax, the Settlement Commlission should  hear
him.

100. The Direct Tax Laws Committce has also proposed
certain amendments to the Income-tax Act and the Wealth-
tax Act with a view to plugging some loopholes in the pro
visions relating to prevention of tax avoidance throngh intra-
fomily transfers of income and wealth, I have accepted
their recornmendations and given effect to them through the
Finance Bill.

101. As I mentioned earher the second objective of my
proposals is lo prevent the life style of the aruent sections
from having an adverse impact on saving and investment
through the demonstration eflect. In this connection, the lavish
manner in which expenditure {s incurred on accommodation
and entertainment in luxury hotels calls for serious notice.
With a view to checking such conspicuous consumption in
luxury hotels, 1t i3 gmpoﬂed to levy a new tax on thc gross
teceipts of hotels. Since it is my intention that States should
continue to levy sales tax aa hitherto on items of food and
drink supplied to guests in hotels, the sale proceeds of these
items will not be included in the tax base. The detalls of
this new measure are bcing worked out and the necessary
legislation in this regard will be introduced in Parliament
soon.

102. Other changes being made in the Income-tax law
through the Finance Bill are of minor significance and are
largely in the nature of clarification amd rationalisation of
existing provlsions.

103, The total addition to revenue from all these tax mea-
sures will be Rs, 1012 crores in a full vear and Rs. 38.6
crores during 1979-80. Of this, about Rs. 12 crores will
accrue to the States ay their share in 1979-80. Besides, addi-
tional rcsources of Rs. 160 crores  wlill accrue in 1979-80
from the continuance of the Compulsory Deposit Scheme for
Income-tax Payers.

104, 1 now turn to indirect taxes

105, T would like to straightaway indicale the moure signifi-
cant reliefs in excise Juties which T nropose to provide. The
Central excise duties on all chemical fertilizers, will be re-
duced to 50 per cent of the existing rates. This will mean
that the basic Central excise dutv on urea, which is the
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most important chemical fertilizer,
per cent ad valorem to 7-1/2 per cent ad valorem; that on
single and triple super phosphate fertilizer wil be reduced
fiom 7.5 per cent to 3.75 per cent ad valorem. This reduc-
tion will also be correspondingly reflected in the counter-
vuiling dutics leviable on imported chemical tertilizeis. With
this change, 1t should be possible to reduce the price of
urea by about Rs, 00 per tonne. The prices of other kinds
of tertilizers will also become lower with refercnce to the
excise duty relief now announced. This decision would result
g sucrifice ot revenue of Ra. 75.6 crores under Central
excise and Rs. 30 crores under customs.

106. Although the number of electric pumpsets I1s Increas-
g rapdly with increasing rural electrification, farmers have
still to use pumpscts driven by diesel engines In large parts
ot our country. As a measure of relief to thizs large class
it is proposed to reduce the excise duty on light diesel oil
from the existing level of Rs. 155.72 per kilolitre to Rs. 73
per kilolitre.  Government is aware that only 45 per cent
of this oil is used in the agiiculiural sector. Since it 18
difflcult to meniior end use and o significant quantity  of
cven the balance is used for generating power and by smali
industry, it is proposed to extend the benefit of this reduc-
tion in excise duty to all users without any distinc.ion. The
loss to the exchequer on account of this concession will be
Rs. 12.40 crores per annum.

107. It is also proposed lo cxempt power tiflers impurted
by Staie Agro-Industries Corporations and the Central Gov-
ernment totally fiom customs duiy ag these iniplements can
romote agricultura] production in small holdings. Hon'ble

embers may be aware that indigenmously manufaciu.ed
power tillers are already exempt from Central exclse duties.

108. Pipes made of PVC resins can reduce seepuge and
wastage of water in fields and thereby increase the effective-

ness of irrigation. Since I wish to makc this raw material
available at cheaper prices for the manufocture of PVC
pipes for irrigation and ai thc same time prevent a wmisuse of
concession for other purposes, it is proposed as an experi-
raental messure, to exempt PVC resins imported for the pur-
pose from the customs dutics as soom as the modalitics of
a scheme which will serve both the objcctives have been
worked out.

109, T would also refer to the relief in the field of drugs
and medicines. Tt is proposed to fully exempt from customs
duties 22 specilied bulk drugs required for the formulation
of life saving drugs, and to reduce the customs duty on 17
specified bulk drug intermediates from a total of 75 per cent
ad valorem to 25 per ceat ad valorem, On the exise side,
it 18 proposad to exempt patent or proprietary medicines,
including life saving drugs, from the levy of the speciul
excise duty. ‘Taking these mcasurcs togcther, the revenue
sucrifice is estimated to be of the order of Rs, 7.04 crowes a
year.

110. T now turn to 4 proposal of far reuching significance.

This concerns  uvnmanufactured tobacco, excise on
which dates back to the year 1943, This
levy brings the excise machinery into contact with a

large number of growers and licenses. It is proposed to
completely exempt unmanufactured tobacco  from excise
dutles, including additional excise duties and thus, relieve at
one stroke, nearly a rmullion tobacco growers, curers, smail
dealers and warchouse licensecs  from excise control. ]
huave no doubt that this bold decision to do away with a
vexatious levy—a legacy of the colonial era—will be widely
welcomed by farmers in the tobacco growing tracts of our
country. This measure would involve loss of centra] excise
revenue of the order of Rs. 121.20 crores, 1, however,
propose to recoup Rse. 11571 crores of this lass through
suitable upward adjustments in the rates of duties on munu-
factured lobacco products.

111. T shall touch upon cigarettes lnier. For the present,
I shall deal with the other manufactured tobacco products.
In respect of branded birls, the present tobacco stage duty
plus biri duty comes to about Rs. 3 per thousand biris; it is
proposed to fix a consolidated rate of Rs. 3.60 per thou-
sand branded birls, Unbranded biris produced by manu-
facturers of both branded and unbranded biris wil]l pay
the same duty. At present, unbranded biris are exempt from
biri duty; but they are subject to tobacco stage duty which



works to about minety paise per thousund biris, It is pro-
posed (o0 levy a nominal consolidated duty of Rs. 1.60 per
thousand on other unbrunded biris. However, to provile
relicf to the small manufacturers of unbranded biris alone
it is proposed to exempt manofacturers whe produce only
unbranded biris from payment of duty on their clea unces
of the first 60 lakh biris in a year. It Is also proposed to make
suitable upward Juty adjustments in respect of chewing 1o-
bacco, snuff and smoking mixtures. 1L is alvo proposed to
levy a duty of 20 per cent ad valotem on branded manu-
facturcd hookah tobacco.

112. As an interim measue, [ i3 proposed to provide
for suttable relief in product stage duly in the case of those
Troducts munufactured out of duty-puid unmanufactured to-
hacco excepl in respect of smoking mivtures und manufac-
tuizd hookah tobacco.

113. Hon'ble Members will recall that the Indirect Taxa-
tion Enquiry Committee under Shri L. K. Jha submitted Part
Il of its final report in Janvary, [978. The Committce has
indicated the broad lines on which rationalisatlon of the excise
tariff should be altempled both in the short tcrm as well as
in the Jong term. I have given close and careful considera-
tion to the Committee's recommendations A major restructur-
ing of the excise tariff has to be ruled out in view of the
need for resources and on other pragmatic  considerations.
Also there is rcason to apprehend tha! a major departure
from the prescnt pattern of excise taxalion may upset the
balance between different sectors of production. However, as
part of the follow-up action on the Connnittee’s jccommen-
dations, I have attempted to restructure the excise duly ratex
on a wide range of consumer and finished products,

114. Let me state al the outset that as a result of this
restructuring, the number of effective excise duty rates have
been reduced from 28 to 16 in respect of commodities covered
by the present exercise. I have also availed of this oppor-
tunjty to introduce further progression in thc duty structure
and stepped up the duly on quite a few luxury and semi-
luxury items. Excise duties are being increased on cosmetics
and toilet preparations (other than perfumed hair oil), from 63
per cent to 100 per cent, on air-conditioners from 105 per
cent to 110 per cent, on parts of refrigerating and air-condi-
tioning machinery from 105 per cent  to 125 per cent, on stereo
and hi-fi equipment from 36.75 per cent to 40 per cent, on
higher priced television sets from 21 per cent to 30 per cent,
oti higher priced radios and radiograms from 36.75 per cent
to 40 per cent. 1 have maintained the duty differential ot
15 vper cent ad valorem in respect of those
electronic products where such duty differential exists for
emall scale units

115. I have also taken this opportunily 10 step up suitably
the duly rates on durable consumer articles on the considera-
tion that the outlay on these items is mostly of a non-recurrin
nature and the incidence of duty is spread over a period o
time. In this calegory, it is proposed to increase excise duties
on pressure cookers trom 10.5 per cent to 15 per cent, on
steal furniture from 21 per cent to 25 per cent, on domestic
clectrical appliances from 26.25 per cent to 30 per cent, and
on safes and strong boxes from 21 per cent to 35 per cent.

116. T have also selected some covnsumer items like soap.
tooth paste. tooth brush and detergents, for increase in duties
taking care, at the same time, to see that the goods produced
bé the small units in the decentralised sector are not adversely
affected by this increase. Excise duties will go up on house-
hold and laundry soap from 5.25 per cent to 20 per cent,
on low priced toilet soap from 10.5 per cent to 15 per cent,
on high priced toilet soap from 15.75 per cent to 20 per cent,
on detergents from 13.13 per cent to 20 per cent and on tooth
paste from 10.5 per cent to 25 per cent. Tt is also proposed
to impose o 25 per cent duty on tooth brushes  Let me state
c'early that my obiective ?’n incrensirig the rates on thess
commodities is partly to ensure that the small-scale manufac-
turers, with the advantage of duty excmption, are able to in-
crease their share of the market for these products.

117. Among food ijtems, T have navolded imposing anv
further burden on articles of mass consumption such as pro-
cessed ecible oils or vanaspati. T have, in fact. reduced the
dutv on vanaspati by exempting it from special excise duty.
However, T have considered items like prepared or preserved
food, instant coffee, biscuits, processed cheese. cacon powder.
chewing gum and chocolate as fit for further increases, bearing
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mm mind the sections of the society that consume such items.
Thus, cxcise duties arc increased on instant coffee from 21 per
cent to 25 per cent, on prepared or preserved food, biscuits
and processed checse from 10.5 per cent to 15 per cent, and
on cocoa powder, chewing gum and chocolates from 10.5
per cenl to 20 per cent. In acrated waters, it Is proposed to
increase the duty rute on plain soda from 15.75 per cent to
20 per cent, In respect of other aerated waters 1 proposo
to have two rates—one of 60 per cent for those containing
caffeine and the cther of 30 per cent for those not containing
caffeine. It iy also proposed to withdraw the present concew
sional rate upplicabc to clearances of the first 50 lakh bottles
in u finuncial year. However, the existing exemptions in
respect of aerated waters in favour of small manufacturers
will contlnue.

118. In restructuring the duty rates on consumer products,
[ have reduced the incidence on a number of items by exempt-
ing them trom special exclse duty. [ would like to make par-
ticular mention of the duty reduction from 42 per cent o
30 per cent on fluorescent lighting tubes, which are widely
used for street lighting and which help in reducing the con-
sumption of electricity It is 2'so proposed (o extend the
scope of the present excise exemption for low priced footwear
valued upto Rs. § per pair to footwear valued upto Rs. 10 per
pair.

119. I have also rationalised the rates applicable to per-
sonalised modes of transport, Mopcds, which are used b
comparatively less affluent pcople und consume Jess fuel,
will bear a Jower duty of 10 per cent as against the existing
duty of about 13.1 per cent. Scooters, motor c]\;clcu and
(hree-wheelers will bear 20 per cent as against the existing
level of 13.13 per cent, while cars will pay duty at 25 per
cent as mgainst the existing rate of 18.38 per cent. The con-
cessional rate applicable to cars used as taxis and auto-
rickshaws will be Increased from 10 per cent to 15 per cent.
The rate on commercinl vehicles will also go up marginally
from 13.1 per cent to 15 per cent as part of the scheme ot
rationalisation.

120. In manufactured inputs, 1 have malnly conflned myself
to streemlining the exlsting rates having regard to thelir usage
and their relative importance. The details of these changes
are contained i the Budget papers.

121. Another tax reform suggested by the Indirect Taxa-
tion Enquiry Committee s to extend proforma credit facilities
in respect of the duty pald on inputs used in the manutacture
of finished products. Presently, such facilities are available in
a limited area. Wide extension of these facilities as recom-
mended by the Committee would have major revenue impli-
cations apart from throwing additional administrative burden
in working these procedures. However, Industry has been
urging that this measure be given a trial. I propose to extend,
ag Bn cxperimental measure, the provision of proforma credit
to some of the products of the engineering induatr?’, where the
incidence of duty on Inputs is perceptible. While doing so,
I have nlso proposed upward rate adjustments in respect of
some of the flnal products. The details of these changes are
available i the Budget papers.

122, The net revenue effect of the proposals for restruc-
turing the Central excise tariff, along with a few minor changes
in some of the items affected, Is a galn of about Rs. 100
crores in a full year.

123. I now turn to substantive proposals to ralse resources.

124. On the excise side, the most important proposals refate
to a few major products of the petro’eum group. Hon'ble
Members are aware that thc OPEC countries have announced
n phased programme of increase in the price of crude oil
We are still, to a significant extent, dependent on imports of
crude oll and the anticlpated Increase In the out-flow of
foreign exchange consequent on the increases in crude prices
is su%stantia]. After the initial drop in consumption of petro-
leum products in the wake of the steep increase in crude prices
in the year 1973, consumption hag recistered a sizable upward
trend. From the point of view of evolving a viable energy
policy which minlmises the strajn on our foreign exchange
resources. I have no doubt that it is essential to restrain the
consumption of the more important petroleum products. My
reventie proposals have been formulated keeping this Important
objective in mind.
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125. [t is proposcd to raise the Central excise duty on motor
spirit from the existing level of Rs. 2253.88 to Rs. 2750 per
kilolitre. Since the bulk of the consumption of petrol is by
the upper classes in society 1 have no regrets in doing this. |
also propose to ralse the duty on high speed diesel oil from
the existing level of Rs. 404.04 to Rs. 500 per kilolitre
becan.e of the rapid growlh im its consumption.

126. As Hon'ble Mcmbers are aware, kerosene was being
used, in the past, to adulterate high speed dicsel oil when
there was u price differential in favour of kerosene It has
been our endeavour in the last few years to check this tendency
by maintaining, as far as possible, parity between the rates of
duty opn these two products. Besides, we huve had, in tho
recent past, 10 rely heavily on imports of kerosene. Bearing
these considerations in mind, I propose to inciease the duoty
on kerosene from the existing level of Ra, 408.19 to Rs. 500
per kilolitre. I also propose to effect a sympathetic increase
m the rate of duty of hguified patroleum gas, which s

rimarily used as cooking fuel in urban and semi-urban areas,
rom the existing level of Rs. 262.50 per metrlc tomne to
Rs. 400 per metric tonne.

127. My proposals relating to the petroleum products are
expected to yield an additional revenue of Rs. 223.25 crores
under Cenlril excise and Rs. 55.7 crores under customs.

128. Next, it is proposed to increase the rate of duty on
the residuary heading Ttem 68 of the Central Excise Tariff
lrom the existing level of § per cent to 8 psr cenl ad valorem.
This wil] yield an additional revenue of Rs. 100 crores. As
Hon'ble Members are aware, there is already a provision for
giving set off of lhe duty paid on goods falling under Item 68
which are used i the manufacture of other excisable goods.
The increased levy should, therefore, not have any appreciable
cascading effect.

129. As the House is aware, small scale manufacturers pro-
ducing goods fa'ling under Item 68, whose clearances of
all excisable goods during the preceding yeur had not ex-
ceeded Rs. 30 lakhs, presently enjoy exemption from duty pay-
able on their first clearances upto a value of Rs. 30 lakhs,
There have been persistent representations that in computing
the eligihility of a small scale unit for this concession, the
value of goods fﬂllinﬁ under Items other than Item 68 should
be cxcluoded. There have also been demands that clearances
for exports should be excluded so that the units in the small
scale sector are encouraged to stcp up their export efforts. 1
accept the validity of theoe demands. Keeping these as well
as  the proposed increase in dury under Item 68 is view, T
propose to rationalise the existing scheme of exemption.
Under the 1evised scheme which would be effective from 1st
April, 1979, sma'l scale manufacturers whose clearances for
home consumption of goods falling under Item 68 In the
preceding financial year did not exceed Rs. 30 lakhs would
enjoy complete exemption from the duty payable under Item
68, on their first clearances of a value upto Ra. 15 lakhs; they
would pay duty at 4 per cent, which is half of the rate of
dutv proposcd for this item, on clearances between Rs. 15
Iakhs and Rs. 30 lukhs,

130. As the Hon'hle Members are awsare. the scheme of
exclse duty concession to encourage higher production iIn
selected industries, which was announced in the year 1976,
is due to expire on 31-3-1979. T do not propose to continue
the scheme beyond this date. This withdrawa] is expected to
vield an additional revenue of Rs. 40 crores.

131, T have also taken this opportunity to review a
number of existing notifications and T propose to modify or
withdraw some of them. The details of this will be found in

the Budgct papers.

132, In mv search for addition#! resources I have, of neces.
sity, to fall back upon the old faithful. cigarettes T have
olready referred to the withdrawal of the duty on tobacco
at the unmanufactured stage which is borne by cigarettes. T
now propose to adjust the rate structure on cigarettes In such
A way as to further secure an additional sum of Rs 60 crores
from thls item. Taking into account the revenue expected to
acerve from this measure and the recasting of the rate structurc
apnlicable to the manufactured tnbacco products. which T have
refatred to enrlier, the States' <hare in respect of additional
excise duty in lieu of sales tax will go up by Rs. 18.31 crores
a year,

_133. As Hon'ble Members are aware, the excise duty mecha-
nism has been used consclously to encourage the prodmction
of matches in the non-mechanised sector, 1 propose to carry
this process farther by stepping up the duty on matches produc-
ed by the mechanised sector from -the existing level of
Rs. 483 per gross boxes of 50 matches to Rs. 9.20. I also
propose 10 round off the existing level of duty applicable 1o
the non-mechanised sector, other than cottage units, from the
existing level of Rs. 4.52 to Rs 4.50. As regards cottage
sector unmits. It is Eroposcd to reduce the duty applicable
to them from Rs. 3.36 to Rs. 1.60. I am sure this package
of measures will result in a further accelerated growth of the
non-mechanised sector in general and cotlage unils in parti-
cular, The additional revenue yicld from this measure s
expected to be of the order of Rs. 8 crores during a year.

134, Machine-made carpets produced in a few organised
unils constitute an item of elite consumption. 1 can see no
justification for encouraging this line of production when we
have u Jarge number of traditional carpet weavers whoss
skil's have won International renown, I would not like the
livelihood of these weavers to be threatened by the prolifera-
tion ol machine-made carpets. I, therefore, propose to impose
ioduty of 30 per cent om such machine-made carpets
Hundmade carpets will be totally exempt from this levy.
The estimated additional yield  from this propoml is
Rs 1.9 crores.

135, Consistent with the above approach, with a view to
encouraging labour orlented non-power processing sector of
the cotton textile industry, it is proposed to withdraw the
concessional rate of 8 per cent ad valorem on power-processed
white powerloom cotton fabrics of finer varietics so that such
fabrice vlso pay the sume rate of 12 per cent ad valorem as
is applicable to other power processed fabrics.

136. This Government is committed to the encouragement
of the handloom sector, The competitive capacity of hand-
loom fabrics in relation to fabrics produced by powerlooms
and composite mills has to be improved further. Jt is there-
fore, proposed to increase the excise duty on cotton and cellu-
losic spun yarn of flner counts used by composite textile mills
and powcrlooms by about 10 per cent of the existing rates,
Details ot these changes are available In the Budget papers.
Additional revenue expected from these measures is about
Rs. 10 crores. :

137, The speclal duties of excise Imposed as a part of the
1978 Budget are due to expire on 31-3-1979, It Is proposed
to continue these levies for another year at the existing rate
of 1/20th of the effective basic ¢xcise duties However, it Is
proposed to exempt from this levy {tems in respect of which
rates have been restructured as well as the new levies; the
existing exemption in respect of electricity, coal and Item 68
will a'so be contlnued.

138. I shall now dea] with the proposals concerning customs
duties. The most mportant of them relates to withdrawal
of the exisling exemption from countervailing duties of customs
applicable to imported goods, which attract classification under
item 68 of the Central Excise Tariff. When this residuary entry
was introduced in that Tarif in 1975, imported goods were
exempt from the corresponding countervaiﬂng duty customs.
This exemption which was Initially granted when the excise
duty on indigenous goods was 1 per cent ad valorem has con-
tinued, even though the rate has successively been stepped up
to 5 per cent. As T have already stated, T have proposed a
further increase in the Central excise duty under Item 68, from
§ per cent to 8 per cent ad valorem, Tn this context and as a
measure of protection to the Indigenous goods classifiable
under Item 68, it is proposed to withdraw the existing exemp-
tion in respect of imported goods. In withdrawing this exem
tlon, however, T have not proposed any change In the duty E
regard to project imports and also the items of machinery on
which the customs duty was, in the recent past, reduced to
25 per cent ad valorem on the consideration that such machi-
nery Is not indigenously produced. This measure will yield
an additional revenue of Rs. 96 crores by way of countervail-
ing duty.

139. In the context of the sizable gap between supply and
demand of edible oils, substantial imports of these oils have
taken place in the past and are continuing. As a means of
assuring remunerative prices to indigenous producers of oil
seeds, 1t 15 proposed to levy basic customs duty on palm oil,
rapesced oil, soyabean oil. sunflower. oil and palmolein oil
at 12-1|2 per cent ad valorem. They will, however, be
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exembt from auxiliary and countervailing dutics This mea-
sure is expected to yield an additional revenue of Ra. 335
Croves.

140, It is proposed to continne the auxiliary duties of cus-
toms for the next financial year at the existing levels.

141. Tuking Union excise duties and customs duties to-
gether, my proposals will lead to & net revenue gain of
Rs. 606.14 crores In a full year, of which Rs. 413.15 crores
will sccrue to the Centre and Ry, 19299 crores to the
States,

142. Where changes are proposed to be made by motifi-
cations, cffective from the 1st March, 1979, copies of such
nolifications will be laid on the Table of the House in due
course.

143, Members are aware that in respect of cvery inter-
national journey paid for in Indian currency, Foreign Travel
Tax is being collected from passengers. In order to simplify
the administration of the tax, and to guard against the possi-
bility of evasion, I propose to revise the scheme and replace
the ad-valorem levy with a specific one. The new arrange-
ments will be brought into force as soon as possible after
legislation in this bealf is enacted. This mcasure will not have
any significant revenue -effect.

144. T have now a few words to say on behalf of my colle-
argue, the Minister of Communications. As Hon'ble Members
are aware, the unit costs of a number of our postal services
cxceed the revenue they fetch. Moreover, the modernisation
of telecommunicatlion services involves large capital investment.
These factors necesgjtate an increase in postal and telecommu-
nication tariffs, A memorandum showing the proposed tariffs
is being circulated along with the Budget papers. The letter
card (inland letter) and the letter will cost I[:/:c paise maore.
The rate for the post card has been left untouched. As re-
gards telecommunication tariffls, the ordinary telegram of

words will cost Ra. 2,25 as against Rs, 2 at present and
each additional word will cost 30 paise as against 25 paise at
present. The rate of Press telegrams will however remain
unchanged. Local call charges, beyond 1750 calls per quarter.
will be 40 paise per call, as against 30 paise at present, I wlill
not go into other details which are given in the memorandum.
The tariff revisions, which will be given effect to from a date
to be notificd by the Government after the Finance Bill is
passed, are estimated to result in additional revenue of

Rs. 57.96 crores per annoum. The yield during 197580 is
placed at Rs. 48,30 crores and has been accounted forin esti-
maung the internal resources of the Posts and Telegraphs.

145, Qur tax effort will bring in mbout Rs. 665 crores, of
which Rs. 205 crores will accrue to the  States leaving
Rs. 460 crores with the Centre. Taking also into account
Rs. 160 crores of nccretions compulsory deposits by income-
tax paycrs, there will be a residual deficit of Rs. 1355 crores,
which 1 propose to leave uncovered. I have assegsed care-
fully the inflationary potentia} of a defict of this size. The
large food output of the current year, the large stocks of
food and other commodities the we have, the large volume
of foreign exchange reserves and a continuation of the current
supply management and restrictionist monetary policies give
me confidence lhat we shall be able to muintain reasonable
price stability in the coming year also.

146. With this I have come to the end of my labours.
[ have attempted in this budget to put the maximum em-
phasis on agricultural and rural development and labour in-
tensive industry, because it is now accepted by all that only
that way can we cradicatc poverty snd unemployment in the
country, T huve, however, not neglected large industry and
infrastructure in the progess. On the contrary, I have posi-
tively cncouraged them, But I have no sympathy with those
industrice which cater to the wants of the rich. We can have
no room for production which caters to the rich and is thus
a visible manifestation of the disparities which exist in our
socioly.

147. The elimination of the kind of poverty which exists in
our country cannot be achieved nvernigﬁg It is & long process
which involves large investment through the mobilisation of
surplus resources wherever they exist in society, better or-
ganisation and the development and transfer of appropriate
knowhow to millions of smal] persons engaged in agricul-
turc and allied occupations and village industries throughout
the country. The ultimate objective as not merely to raise tht
standard of living of the poor but to build a society of men
and women with skills, resources, imaginetion, and above all,
hope. [ like to think that this budget is a small step in that
direction, But its sutcess really depends upon a national con-
sensus aboul the desirability of the objective and the need
to work hard for it and a willingness on the part of the power-
ful and affluent scctions of society to make the necessary
sacrifics. I seek the help of this House in achieving such a
consensus and securing the required sacrifices.

A. C. TIWART, Jt. Secy.
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