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Boldness No Discretion 
THE Finance Minister has shown courage and a rare sense of duty in 

addressing himself to the task of raising resources; and made a good 
beginning for the T h i r d Five-Year Plan. His counterparts in the Stale 
Governments who had to undertake the same task have shied f rom it 
and behaved so irresponsibly — the Rai lway Minister at the Centre 
could easily be bracketed wi th them, too — that Shri M o r a r j i stands out 
in contrast and deserves congratulations even f rom those who might have 
set their sights much higher than he has done. Every year that passes 
makes the task more difficult. For a given target can be achieved at a 
lower rate of tax, the earlier the tax is imposed in the Plan per iod, and 
M o r a r j i has silenced his critics by presenting proposals for addi t ional 
taxation in a pre-election year. True, the Centre is in some ways high 
above and is not subject to the same extent as are the Stale Governments 
to local pressure but. even so. it is to his credit, undoubtedly, that he 
has made a good beginning. 

The Centre has to raise Rs 1.100 crores over the five years of the 
T h i r d Plan and the tax proposals that the Finance Minis te r has put 
fo rward in the first year are expected to b r ing in Rs 63 crores. 

At this rate, addi t ional taxation by the Central Government may be 
expected to amount to Rs 315 crores or so over the five years, that is, 
roughly 30 per cent of the target set for the Plan per iod. The State 
Finance Ministers, however have not attempted to provide for even five 
per cent of what they have undertaken to do in live years. 

But whi le the Finance Minis te r has, undoubtedly, shown an appre
ciation of the task he has to undertake, he has not given in the tax 
proposals any very clear idea of how he is going to perform this task 
over the next five years. He has not shown how this burden is to be 
dis t r ibuted between direct and indirect taxes. A n d assuming that large 
part of the resources have to be raised f rom indirect taxes, he has not 
indicated either how these are to be dis tr ibuted between consumers' and 
producers' goods, and of the consumer goods, again, between essential 
and non-essential articles of consumption. 

Is our present system of direct taxation well-devised to secure the 
ends of planned development and of the social policy that goes w i th i t ? 
Let Us take the personal income-tax. Is it not correct to say that, whi le 
the r ich who really care to pay, are soaked by our income-tax rates 
which are among the highest in the w o r l d , and the poor have to pay 
higher and higher taxes on the things they buy, the middle income 
groups arc let off lightly. and so are the earners or recipients of un
earned agr icul tura l incomes? The latter may not be wi th in the purview 
of the Centre directly, but certainly the earners of the middle range of 
incomes — Rs 7.500 to Rs 20,000 — are and the rates of tax applicable 
to them are among the lowest in the w o r l d . 

The gesture of soaking the rich is patently playing to the gallery. 
The Finance Minis ter does just this when he proposes that earned income 
above Rs 1 lakh should pay tax at the marginal rate of 80.5 per cent 
instead of at the present rate is 77 per cent. This upward revision is 
proposed on the ground that "the justification for a differential treatment 
in favour of earned income diminishes as the income and wi th it the 
capacity to pay increase". 


