3955  Budget (General)

(iii) Notification G.S.R. No. 266, dated
the 29th February, 1964.

(iv) Notification G.S.R. No. 331, dated
the 1st March, 1964.

[Placed in Library. See No. LT-
251164 for (i) to (iv).].

THE CusTOMS AND CENTRAL EXCISE
DuTIES EXPORT DRAWBACK (GENERAL)
AMENDMENT RULES, 1964

SHRI B. R. BHAGAT: Sir, I also beg to lay
on the Table a copy of the Ministry of
Finance (Department of Revenue)
Notification G.S.R. No. 255, d«ted the 22nd
February, 1964, publishing the Customs and
Central Excise Duties Export Drawback
(General) Amendment Rules. 1964, under
section 159 of the Customs Act. 1962, and
section 38 of the Central Excises and Salt
Act, 1944. [Placed in Library, See No. LT-
2512-84].

THE CENTRAL EXCISE (SECOND AMEND-
MENT) RULES, 1964

SHRI B. R. BHAGAT: Sir, I also beg to lay
on the Table a copy of the Ministry of
Finance (Department of  Revenue)
Notification G.S.R. No. 292, dated the 26th
February, 1964, publishing the Central Excise
(Second Amendment) Rules, 1964, under sec-
tion 88 of the Central Excises and Salt Act,
1944. [Placed in Library See No. LT-
2513|64].

THE DEFENCE OF INDIA (SECOND
AMENDMENT) RULES, 1964

SHRI B. R. BHAGAT: Sir, on behalf of
Shrimati Tarkeshwari Sinha, I beg to lay on
the Table, under section 41 9¢ the Defence of
India Act, 1962, a copy of the Ministry of
Finance (Department of Revenue) Notifica-
tion G.S.R. No. 181, dated the 3rd February,
1964, publishing the Defence of India
(Second Amendment) Rules, 1964. [Placed in
Library See No. LT-2472/64].

[ 11 MARCH 1964 |

General Discussion 3956

THE BUDGET (GENERAL), 1964-

65—contd.

Mu. CHAIRMAN: We may continue with
the discussion of the Budget (General), 1964-
65. Sardar Budh Singh had not concluded his
speech. He might now continue.
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Madam, no Minister of the Ministry of
Finance is present in the House. What is the
use of talking? He is only the Minister for

Irrigation and Power. He is not going to
reply to this Debate.

SHRI C. D. PANDE (Uttar Pradesh): The
Government is represented by Dr. K. L.
Rao.

SHRI A. B. VAJPAYEE: There are three
Ministers in the Ministry of Finance and one
of them should be present here.

THE DEPUTY CHAIRMAN: [ thought
Mr. Bnagat was here. Was not he here?

THE MINISTER OF IRRIGATION AND
POWER (DRr. K. L. RA0O): Government is
indivisible.

THE DEPUTY CHAIRMAN: I know that.

SHRI C. D. PANDE: The Government is
represented; there is joint responsibility.

THE DEPUTY CHAIRMAN: I think one
of the Ministers from the Ministry of
Finance should be here also.
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SHRI C. D. PANDE: He is here; he has
come.

THE MINISTER oF PLANNING (SHRI
B. R. BHAGAT): I am sorry, Madam. I
had to make an urgent phone call. I was
there in the Lobby. I just went out for
a minute.
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®EYY 9T FAwe FY FHAT AZ AOGAT
i qatEaT w1 T et
ot & aifer fear mr @ o fae
qdt &1 @qrdaT A1 afw evdr vm
FT AAAT FOT | EEISEE HY e
@ w0 e A @ it &
wAST & WA T AW Gl W,
® w7 KT TR AT AvEr A ALY W,
A 1 difaw enEwaward g gt
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sifgd  frgas dfes sivsmeanfae
aer ff 2 fome) var wmaw #
o wweEE 99 Afow wv o
forr mai #1 famz #9% 7@ [e
¢ wfe & quar g fF s amsr-
Tz 568 #n SEwany 27
v TRz sHSEE A1 T T §
AiAammr £ f& =9%fig oF
miFe femawr 2, 9a% f9 Saq
F1 uF Wfawad aftewoy F afed
T gw WifgwaE & 99 A F
7w F faw dmT o F Ar
gy AmiSEE % A1 war-sia-
zu 2 7 v AF1 A Tk, afms
Tger &1 aFma oA, #wfaw ¥ afaw
FEgHl #1 W F fAAEm i oarar—
ady amsaz 2 7 AT AW AANHi
FT THEHT FEAET FWEAF F 7 I
#F was & ot dme = 2 wa-
TFAT B UT ORTE WIW AT A
§ & owadt g, wAwwer A
A1 s¥agl wen afer ) afeT 1o aE-
AT FT THEST €Y FWISAE A Al
ATl | T 1B 0F AAA-I9T @I
FTAT ERT—HTHNT TE AE1 F7 59
g graw WA W ug wE wT EET
# | =afad &4 feage faor & faer ddlY
T #9  wf3w 2—a% fawm &
afe o F@AT MEg # o favmEr
off 7 FIAT AT £, AT WHITHTST
F1 i F forr wfier o gar s@d
¥ ag o AT F 2 fr few
afsffeafs  § gw wmw ey afz
fawrer &t afv agen 2 At A A aw
mAwET gy, 67 38 a8 WY FEF €
fr mAts & FEET @AW Y@ 2,
I WM g, GAgHE wEw g
W davEieed 4 2 B wE aE
t fr zmt fae el zree-Tm-sifes
w7 2 2 W7 e ave dur aer
fr & WA dgE T wv owwr ar §
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7z {5 felt  #1 of age W wT
TH——qE T Tafad sEge R e
99 Fire a7 wfaw aga fear s
wafr forma st 8 fHas-
afai & afead A wE E 0 oww
wEdT wted mAE & fF s A
wzd A el s fr TE T Ew g
fees ™ w1 wfaw ¥ =
o TAr 2O A1 ¥ fREE @
fr ofz wma Oy fa=mt § ewwear
oA wqE fAAr AwAfaw A wniEE
41T ¥ AFAfaFar & WA ¥ gl
difat faaifza w3 ar & wifaw
qEEATA B AT ST AEAT € |

T9z § g7 ET § U 7§
1§ 2 Tum A g A e
Wz waar, uferw narsEw FEET A7
frgvas  zwv wrd § fomw war
T § fF afe 37w & sae fe s
af a7 @H F qoo FANT TAA AT
9 Z aEAT F e 39 FHAIH
#1 fawifeai &1 ows § 780
™ AT S gEE fad AT g SEE
femfaa a8t fer wmm | fofaw
OFATEET ATAT ST TG 2, 2A AT
ST @ ATy F oo fEe T e
Fl  FEW A mEEET g §
i TrEw v & 7
THE DEPUTY CHAIRMAN: Hew

much more time would you take? You
have taken one hour.

SHRI A. B. VAJPAYEE: Five minutes
more, Madam. Have I completed one
hour?

THE DEPUTY CHAIRMAN: Yes, you
can take five minutes more.

ot wo dto Tt 7 a7 frda

# (i wroeT?Y @Y wowe T B AIH |

nwTEE 2, AlaF I WA F AT
&1t daw 7 T A F |
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y § & ow faww 1 w97 w747
HEATE AT 48 F 9=TT | 29
WY EW H IEAtaw | v
HAMEA  AFT T WA AT IHE
far wez=e &1 faown  mamw
z afpa a5 W aF § fagiv ag
wowr GmrEr @ frawr awmw
FIFIT STETHIT HT @H HTAT F7AT
2 | wfaaiar, ofofeai #TmaT 72
T e faafy § wwegr 2
ST T o FOFET W FH IR
a1 71 FEAr ) AfEw & S
agm fr froedE i A weEr
ST F fac wift o wfeow a9 a8t
Fr faayamr & 7 sl feeY W4T
1 fpaar wym faar gEwr IeMa

] g fr frosdm w1 e ST
Far gwn g i ¥ & & 7w
F 9w Al gu v mfga £

wedr & wre w  fufeet &, fafa
AT 7, 39H F9 U WA 3 |
# 7 st fafa wowrew w7 qedi
# oomer # 7 w08 TR SHIT Y BT
T  fF 1% &7 HrerEr g g WK
wg wAY W & Ao F F R oA
# 7% aufe ¥ faeg wrdawy & smofr
aff o FTEAE T OFT A
o a1 e g faew @ 2,
q TT @ Ay T w4l
wer1Y. &1 fuary 71, ag afwr 7@&f
Z ofFar ¥ 9 vy 1 faear qar 57
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[ 7o dro FraTTaT]

F1 5 aWF 7999 ¥ GERTHC A
ferzrar amgar Z 1 fadrdy o weaTarT
#1 fqosor #99 # qoar @A
& @ for dare & | e @A g
¥1 g anfae w747 o fr @z wraifas
Froof @ ffr ot ez 9w, et
ARt (e SO I A e
T @ e WA 7 gEprEr A fzaw
2, faeelt % sl g @ fgeme
qFART AL A AT 7 2, fAw-
A wre # werat wiw wEw Jd)
7% 1 ¥ T Se] € St g 7T et
& wrewre sz & feze & fua,
qIAfas ¥ & AT AT I5T ¥
far daT 7 |

HEITAT, T WAl ¥ a § I
ATV AT FTAT F W W FA
g T fas v weve wos & weanat
# A0 T AIAAAT T ATET qAAT
gfaar ar fama & &1 @9 &84T |
I |

SHrRI S. C. KARAYALAR (Madras):
Madam Deputy Chairman, I rise to give my
general support to the Budget proposals. The
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tax reform in India. He presented a report which
contains an integrated scheme. Broadly speaking,
he recommended that the tax basis should be
widened so that other forms of taxes such as
Expendi'ture-tax, Gift-tax, Wealth-tax and all that
should also be included in the scheme of personal
direct taxation besides the income-tax scheme
which was in force prior to this report. One of the
main proposals in his scheme was that the taxation
structure, as it was in force, was productive of a
large scale of evasion of tax, and in order to
eliminate that process h, produced an integrated
scheme for the purpose of taxing all sources of
income besides the ordinary income from business
and profits. And as a part of the integrated scheme
he proposed that the marginal rate of tax should be
reduced from 70-75 percent, to 40-45 per cent.
That is one of the cardinal features of the scheme.
But somehow the structure of taxation which has
been adopted since then has failed to take note of
this cardinal fact and its theory, with the result that
we are following the old traditional system of
taxation of income with high rates of taxation and
all that. This is what Prof. Kaldar had to say on
this question of evasion:

"From every point of view it is far better to
have a foolproof system of taxation with a
moderate rate schedule than a system which has
the appearance of high pro-gressivity but which
cannot be effectively administered.

India has been in the grip of a vicious circle so
far as progressive taxation is concerned which
has led to higher and higher nominal rates of

taxation, and this in turn to further evasion and still
higher rates It is a vicious circle of charging more and

Budget proposals have been formulated with more on less and less. The prime requirement is to

certain broad Objectives in mind. They are break that vicious circle. The adoption .

of a

intended to infuse confidence in the capital comprehensive taxation would impose fewer strains

market, to afford incentives for

the on the social fabric and on the administration of the

development of certain basic industries, totax system if it were introduced with a moderate
promote savings and also to give incentives schedule."

for foreign investments. These ar, the general
broad objectives. The socialist paittern of
society, which is our aim, is also kept in mind
in framing these proposals.

Before I proceed to examine the Budget
proposals, I wish to make certain observations
on the basis of what Prof. Kaldor has said in
his report on
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This is what he has got to say. The main point
which h, had emphasised is that the high
marginal rate of taxation ought to go and it
should be brought down to about 45 per cent.
If that had been accepted along with the
structure of taxation whicfii he recommended,
there would have been no case for evasion.
That is what he has emphasised. Somehow or
other the other features of the scheme which
he proposed have been adopted without this
particular feature and there is no justification
for splitting up the integrated system into parts
and only taking whatever suited the purpose of
the Government.

Now, having said that, Madam, I wish to
examine some of the Budget proposals in
detail. The cumulative effect of all the Budget
proposals is that the corporate sector is getting
some relief. But at the same time the private
individual taxation has been stepped up. One
of the main features of these Budget proposals
is the introduction ,6f what is called, the
Annuity Scheme. I am rather intrigued by the
features of this' Annuity Deposit Scheme. I
cannot possibly understand whether the
annuity deposits', are really taxes levied °F
they ere capital advanced to the Government.
In one sense it is treated as capital because it
is refundable later from the next year. In
another sense it is treated as a tax. I cannot
really understand the nature of this Annuity
Scheme. 1 would like to have a clarification
from the Ministry regarding the nature of this.

Then another difficulty which arises with
regard to the annuity deposit scheme is this.
When annuity deposits are paid by the
assessees, the Government has got to keep
accounts in the case of all these assessees, not
for one year but for ten year; and more.
indefinitely because every year the assessee
has to make a deposit and this deposit will be
carried over from year to year for 10 years
before it is completely eliminated. That means
the Govenment will have to keep accounts for
all the assessee, getting an income
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of over Rs. 15,000. This i; administrative
difficult, if not impossible. This aspect has to
be seriously considered, lest it should lead to
all kinds of difficulties in the case of these
people who have to keep the accounts.
Correspondingly the assessees also will have
to keep accounts and keep track of what is
being paid and what deductions have been
made, etc.

Next, I come to the capital gains-tax. There
is provision made in the Finance Bill for the
levy of different rates of capital gains-tax. In
the case of lands and buildings it is 7b per
cent, of the average rate and in the case of
other capital gaing it is 50 per cent. I cannot
understand why there should be 'some kind of
discrimination between the capital gains of
one nature and capital gains of another nature

Another point is with regard to the capital
gains-tax in the case of bonus shares.
According to the new scheme, bonus shares,
when they are issued, are immediately treated
as capital accretion in the hands of the
assessees. | cannot understand how and by
what process it becomes a capital accretion
immediately it is issued by the company
concerned. As a matter of fact, in some cases,
i't may result in a loss because when you take
into account the total gain of the equity shares
held, and the bonus shares it may probably be
less than the capital invested. So it is very
unfair to treat the bonus shares as Capital
gains immediately they are issued to an
assessee.

Then the expenditure-tax is proposed to be
reintroduced. The Expenditure-tax  was
abolished last year or the year before last
because of various reasons. In the first place it
did not serve the purpose it was intended to
serve, namely, to impose a restraint on
consumption but it was found later on by
investigation that it did not act as a restraint
on consumption and then the proceeds of the
tax were very poor and were not" adequate or
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[Shri S. C. Karayalar.] commensurate with
that trouble taken to collect. Therefore it was
abolished. Now there is not sufficient or valid
argument advanced this time for the
reintroduction of the tax.

With regard to the Estate-duty, there has
been a stsep i:;crea?e in the rate of duty.! The
repercussions of the steep increase have not
been properly assessed. The high rate of duty
running up to 85 per cent, is really not a tax
but it is more in the nature of confiscation.
Nobody can say that levy of 85 per cent, of the
wealth of a certain person will amount to e
tax. A tax can only be a small percentage of
wealth or income but when it is stepped up to
85 per cent., it smacks of being confiscatory.
Then the repercussions of sudh a high rate of
Estate-duty will be that capital formation will
be affected. People will not have a tendency to
save and the savings will b, affected. These
long-term effects have to be assessed properly
in the proper perspective before the rates are
finalised.

Now, I want to refer to the provision in the
new Finance Bill regarding the concealment
of income. It says:

"It is proposed to provide that where the
income declared by an assessee in the
return furnished by him is less than 90 per
cent, of the assessed income, the assessee
shall be deemed to have concealed his
income or furnished inaccurate particulars
thereof and be liable to penalty according
unless the produces proof to establish his
bona fides in the matter."

This is a very dangerous provision which will
lead to public relations being completely
injured apart from all other aspects of the
matter. Take the case of an assessee who
makes a return and he claims certain items of
expenditure as incurred solely for the purpose
of running his business and the assessing
officer or the income-tax authority comes to a
different judgment. It is a case of substituting
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one judgment for another, one individual
judgment for the judgment o>f another person.
This difference in judgment alone may
account for a difference of over 10 per cent.
Then it is possible that in the case of certain
businesses the Income-tax Officer may
consider a certain item of expenditure as
capital expenditure and the assessee or the
company concerned might treat it as a revenue
expenditure. So in marginal eases it will not be
possible to exactly say whether a certain item
of expenditure is capital or revenue
expenditure. Such difference of opinion
between the Income-tax Officer and the
assessee concerned is likely to be reflected in a
percentage exceeding 10 per cent. m the
return. Such difference in judgment alone
cannot be made the basis for any kind of
penalty being imposed. This is a very serious
matter which should receive the consideration
of the Government.

Shri K. Santhanam referred to the
formulation of a comprehensive social security
scheme "or all sections of the people. I would
point out that the standard of living in the case
of certain sections of the people is so low thatt
they require a social security scheme. The
average per capita income of a factory worker
is about Rs. 1,400. The average per capita
income of other non-factory worker is
deplorably low, although we have no statistics
to establish that but we can visualise what the
average per <?fepita income of these , non-
factory workers will be. They, I believe, are
the weakest section of the community and they
require a scheme of social security much more.
So the weakest section of the community must
be provided for.

THE DEPUTY CHAIRMAN: Will you take

long?

SHRI S. C. KARAYALAR: No, I have
finished, Madam.

THE DEPUTY CHAIRMAN: It is 1-30. The
House stands adjourned till 2-30.
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The House then adjourned! for
lunch at thirty minutes past one of
the clock.

The House reassembled after lunch at half-
past two of the clock, the Vice-Chairman
(SHRI M. P. BHARGAVA) in the Chair.

MESSAGE FROM THE LOK SABHA

THE APPROPRIATION (RAILWAYS) No.2
BiLL, 1964

SECRETARY: Sir, I have t, report to the
House the following message received from
the Lok Sabha, signed by the Secretary of the
Lok Sabha:—

"In accordance with the provisions of
Rule 96 of the Rules of Procedure and
Conduct of Business in Lok Sabha, I am
directed to enclose herewith a copy of the
Appropriation (Railways) No. 2 Bill, 1964,
as passed by Lok Sabha at its sitting held
on the 10th March, 1964.

The Speaker has certified that this Bill is
a Money Bill within the meaning of article
110 of the Constitution of India."

Sir, I lay a copy of the Bill on the Table.

THE BUDGET (GENERAL), 1964-65—
continued.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Shri G. Murahari.

ot My geEft (s9 w3)
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frar mar & st a qf w0 aw
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? | afea awe &1 s gw sfaaraA
# § a1 forr gfewor 37 o ==
Y gw IEwr sfaoew F@ § oag
wafaws e ameR Amen Z A
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w3 1 feera A ot adwra
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Fyem 1 v frard Tv 2 e ol
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T o faar oz qam srar
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% oAt 7 foT arew &1a € 1 39 S
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