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A DISAPPOINTING BUDGET

fusiien!

The Eevnomic ."l:rr.rr'rjlf
rrice v the Daondgel ook
e an idgliission of (e el
liswiness ol the Central Clovern
ekt meet the challenges ol
vt time.  The Sirvee stacks witl)
un welovrbesion that the vear 1974-75
Wi e “of ipreeedented
bnnie strain in |, the  history of
ithependent Tndia®.  The natienl
ivcone for constan prices @8 ox-
prected o registor noge ee oohit o
viease doring 197173, while the
I“li'l"‘““'ll-'l i||':'l'l"il:"5':':‘i fi14 1||1' HLN e
rEe rale of 2.3 por  cent por
snnim.  The progduetion of food-
rains, which reached an all=timo
hivh record of 108 million toounes
i JOVRTL, s estimated  to stae-
vt mb he last veurs bevel of 104
millinn boies, Hongh the popu-
Laties has increased by 7 per cent
smee 197071, Dndustrial '|'r1'|:h.|.|||’.*-
femn rl"'!l‘iit!'ﬂ'ﬂ a rielicesloaislv Jovoe
rate of 0.5 per cont  growth in
97354 aned ft s estimated o
achieve a 3.3 per cent growth at
the end of the corrent Bnmscind
vear, as agaiust & o 10 per cent
growvth envisaged in the PMan,

s

T atled fued tn the firee, Hhae
whalesale prices sprintid From 230
peaints T Seplember 1973 00 324
peaints dn .‘it'l'l!l'lnllu-r 1974, Fraris-
terme an ingrese nf 31 per cenl
The 'I'l-'ﬂl'l-:‘il:l:.[ vl consimer price
udes slist i svmpathye from
2% peints in Septenber 1073 (0
¥ pediuts  in September 107
marking an increase of slemie 35
rer cent in the vear. Tt & there-
fore, an  understatoment 1o sy

N VENKATARAMAN

that the FONRE VLS EHe uf unprece-
dleaibia]  eetmitnnle stendn,  1E was,
it Tk, vwe of “unlasealsle® eon-
vennde gtrain, The  lalenee  of
trader also presents o vory gloomy
(LSRN ']'|;|'||;=;::|| RTT b {7 e
registered an expansinn of 26 aor
cont, theen wog a still shamper in-
crivse of 56 per eeit i gour fm-
peorts, leaving w0 brle  defeit of
B AT eromed. The teule defieit
tiring the first cleht swmths of
197473 {April b0 Novenber)
slepwes o ceficie of Rs 425 erores.
U extern] ofbligations lay way of
ilelsr xervices cluaring  the hl.l.l:tﬁrt
venr will be of the order of Tis GO2
vrores of which [y 401 crores will
e towards mnrtization and
Its 201 crores towarils interest pay-

ment,  Obviously, our dependence
e gxbernal aicl toomect the lalinee
nf povment  deficits has become
griater.

It has hecome eustomary  for
Finner Ministers In recent tines
ber gelimit the ceisis threatendng the
condry Tt sl aweay from meet -
inge the challenge with Deld awd
ehergetic action,  Thew indulge i

i few  genernlivations  ond some
FH'|1:||::.|'||| olservations  here  wul

there lwlfore (he presentabion of
the hudget in erder to keep up the
E’!II.I.I'.I'l.i‘I.LIh..'!.-' of the warket, lt
hurdly ever fulfil the expectations
Iy wetual perfonmanee,

Thae Malinwal |.1|.||qu,=|: 1% nak nn
avcoamting procedure Teilaicing
receiptes and  expenciture.  1E is
ane of the instroments Tor the gor-
rection of  coonomic imbalances,
fnr the aceelermtion of the tompss
of  eermmmic  activities,  for  am
cinitable  distribution of the
weirlth prodoced and for the oo
maotion of the welfare of the peo-
ple. In a  parliamentary  demeo
criey, people look forward to the
bulgep nnt with the tereor that
we in Iwdin have  been led o
ievelop by the  sledge-dammer
blmws vear after vear wml even
Iwiee g YiiLe s i the  lase,
but  with  hope  and  eager
expectutions that some  pmelior-
Hve measures for eoonmmnic e
bpment, sovinl progress amd wells
Twing may cmanote from i N
i from this eriterion that (he leads
et shonld] be evaluated,

The Finunee Minister conceded
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st the budgger s an importast
ool for reaching  our  cherished
social pmedd veonomic growth un
went an to sy that the budget
proposals embodied certain apusi-
fie steps to provide a stimidus to
the economy, For nchieving the
ohjective, the  Finance hlinister
il out reflation of demand and
relatations of fiscal  and credit
curlis in the eontest of the pres-
sire om prices ad Favoured some
adjustments fu thie cureent 1n1'|il.':l}f
thrangh “mome selective stimmlis
One searches ~in  voin  for ooy
stimulng, selective or alhiema s,
for the revival of the ceonomy i
this budget. The credit sonoeess
has  given  industry  tho une
palatable necessity of poying un-
pealistic mates  of  Intorost 1o i
depositors. By treating only 53
per cent of the intercst paid on
deposits as allinwalle expenditure
for tax purposes, the Crovernment
his only  increased  the cost nf
crodhie o theso nstibutions. Mo
is Uiz measies 0 disineentive 10
aeceptance of deposits by the com-
pandes in the absence ol altermas
tive sonrees of credit even at mtcs
higher than those alferod o the
depositors,  Legitimate  money,
which Fnds investment in the eco
paeny, aldds te the current favings
arel need not be  frowmed wpon.
One coniot T ton sure that the
rejected deposits will fow into thaz
banking svstem, [t may he diver-
e to cnrrent consimption also.
The measure  seems o be mati-
vated T a desive to livert il
sits to the hanks which are last
losing the ree for deposits to the
piidliisteind units.  TF s, one . may
expect further regulations Timiting
depasits in nonshanking  com-
panics o the detriment of mohili=
zation of private savings and cre-
dit availability to the industrial
1rits

The seecalled package of men-
sirres, namely, the  extenshon of
tas hnliday, exemption of inler-
eomporate dividends of new com-
panies in the high prierly sector
andl the  exemption from wealth
tis of eyuity shoees in priority in-
districs, thomgh weloome o the
extent they  go,  will not hring
wlwmnt i {l}'llmllil.'.-' imvestiment
climate which the Finanee Mlinis-

ter was harping about.  Nor will
the relaxation, that the dividend
doclieed in exeess of the existing
Yimit muy Lo distributed after the
expiry of two years, enthuse very
ek the  market.  The [?-.l-ﬂkﬂﬂ'.!-
ol eomeession is indeed

I pooT
anil there is  wery little in the
package o revive the nt

seonemy or to enthuse fresh in-

vestment snd to increase produc-
i,

The ohject of stimulating
savings will be furthered by the
income-tax  concession now offer-
oo in respect of investment in
.:{lmlil-:r"ll'lg savings such as FProvi-
dent-” Fund,
cleposits, obe.
lirm in respect of 100 per cent of
the first Tis 4,000 and 50 genk
of the next Ris 6,000 of the qualify-
ing savings will alford reliet to the
micdcllo-classes and stimulate sav-
ings to that extent, The relic in
respect of higher education of the
rilidren of dndividunls whose in-
comie doos ok excesd N lﬂ,m
may  benelit mostly the salaried
e plovees, ‘Similavly, the exemp-
tinn of retrenchment  compensas
ticn gy te Ts 20,000 from tax levy
will e of great help to the un-
Forlunnbe  Porsons W lose
their jols in
lile. There is no doubt that a
large volume of middle-class tax-
puyers will bhe teful to the
Finance Minister for these reliefs.

In the levy of indirect taxcs,
ihe Fingnoe Minister has really
witlded  the  cudgel and  hit
haredl, cansing serions  damage o
both  industry and  the people.
The Finunce Minister's statement,
that the commodities chosen for
levy figure i the list of the more
alliuent scetions of society and
will nat affect the vulnerable sec-
tions of the community, is a stale
annual  repetition. It cannot he
pretended that the exeise duties
o tea, sugar,  cement,  bidi,
whacco, ete., do , not  affect the
wenker sections, Nor can it be
arguied that  eertain  articles b
comfort should he  made prohi-
Ditive and the reach of
none hut the rich and the super-
allluent, At o time when  the
market shows pesistance  to high

cumulative  time-
Tncome-tax deduc-

]"ﬂﬂ?'
the prime ot their,
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prices, when demand i Edling and
stocks are accumuluting, when
prochietion is eustailed heeanse of
the  inahilit of indutkre 10
accnmulate either raw muteriads o
finished  rnods, o heavy esvise
duty,hl.ming :i:-li the wike luE a
very heavy one lust year, 35 likely
tnri'cml to wmtlma{t of produc
tiom, lay-off amd retrenchiment of
workers. It s wieng to imagine
that the excise dubies can be in-
creased  ad infinitem witheut
stuelying  the impact of  these
duties on the consumption pattem,
oty the diverston of trade and the
cupueity of the goods  tn hear
With our exeise duties now esti-
mated at Bs 3,500 ceores, it will

Te worthwhile and  appropriate

to undlertake a stucy of the impact
of excise duties on production and
comsnmption.

The Finance Minister has intro-
dueml o new exeise dnty of one
per cent ad valorem on all arnls
produced for sale or for cammer
elal purposes.  Such o levy, par-
takes of the character of turn-oves
tag, theugh technically colled an
excise duty, We are afraid that
the " new concept” is an crosion
into the States” plready  limited
respurces and  may  prove bo e
the thin end of the wedze for the
levy of a tux analogous  tn the
tum-over fax. The propmal to ia-
crease the Central sales tases from
3 to 4 per cent is @ revennge mes-
suipe awhich will benelit the States.
The net result of the total T of
Ms 258 crores, of which Bs 23
crores will go to the Center gl
Ry 48 crores ta the States doring
the budget vear, will wdld 10 the

price  hike which the Finance
Minister 8 hereically  fizhting
ngainst.

Reviewing the Taulget projmsals
as n whole, It has cansed dis
appaintment,  especially: hecanse
expectatinns of a relavatinn of the
varions shackles that were siifling
the geowth of the eonpmne won
belied. The eoncessions 2 1
ivestment in high prinrite sdes-
tries, though well-inbentiomsl ane
ot siffieiently st Lo entlnse
a stagmont market, We are afrail
tHiat the connnmy is donmel tooa
sluggish existence for somte e
fime o L,



