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RAJYA SABHA 
Friday, 21th April 1956 

The House met at eleven of the .clock,  
MR.  CHAIRMAN in the Chair. 

MEMBER SWORN  

Dr. Raj Bahadur Gour 

(Hyderabad) 

NOMINATIONS TO THE PANEL OF 
VICE-CHAIRMAN 

MR. CHAIRMAN: Under sub-rule <1) of 
rule 7 of the Rules of Procedure and 
Conduct of Business in the Rajya Sabha, I 
nominate the following Members to the 
Panel of Vice-Chairmen: 

1. Shri P. S. Rajagopal Naidu 
2. Shri  S.  N.  Mazumdar 
3. Shri Ram Prasad Tamta 
4. Shrimati Sharda Bhargava. 

NOMINATIONS TO THE    COMMIT-
TEE ON PETITIONS 

MR. CHAIRMAN: Under sub-rule •O) of 
rule 110 of the Rules of Procedure and 
Conduct of Business in the Rajya Sabha, I 
hereby nominate the following Members to 
be members of the Committee on Petitions: 

1. Shri Jaspat Roy Kapoor 
2. Shri P. C. Bhanj Deo 
3. Shri Abdur Rezzak Khan 
4. Shri P. T. Leuva 
5. Dr.  Shrimati   Seeta    Parmanand. 

Under sub-rule   (1)   of rule 111    of   > 
*he said Rules, I appoint Shri Jaspat   j Roy  
Kapoor to  be the  Chairman    of the 
Committee. 

QUESTION HOUR ON FRIDAYS 

SHRI MAHESWAR NAIK (Orissa): Mr. 
Chairman, before proceeding with the 
business, I would like to   get   a 
28 R.S.D.—1 

point clarified. *rom the riajya 
Sabha Calendar, I find that the Ques 
tion Hour is dispensed with on Fri 
days. I am of opinion—and I am sure 
many of my friends will share in my 
views—that the Question Hour is the 
most lively hour of our business. So, 
unless there is anything repugnant................... 

MR. CHAIRMAN: It has been decided by 
the whole House that there will be questions 
only for four days in a week in the Rajya 
Sabha. 

SHRI MAHESWAR NAIK: I would like to 
submit for the consideration of the House and 
also for your own consideration that the 
Question Hour should be introduced on 
Fridays also so that we may have one more 
ODpor-tunity to express our views as also 
secure clarifications. 

THE FINANCE BILL, 1956—continued 

SHRI C. P. PARIKH (Bombay): Mr. 
Chairman, I was saying yesterday that when 
we have cesses, excise duties and sales tax, we 
should proceed cautiously in regard to their 
appropriation, because the price parity in the 
country should be established. We have 
production programmes in which the same 
goods are manufactured both by the large-
scale and small-scale units and the goods 
manufactured by the large-scale units cost a 
hundred rupees while the goods manufactured 
by the small-scale units would cost Rs. 130. 
Owing to this you will have the sales tax, 
excises, etc., amounting to about 15 per cent. 
What will happen is that the goods manui-
factured by the large-scale units would be sold 
at Rs. 130. This should not be there. The 
parity should be established that the goods are 
sold at about Rs. 118 or Rs. 120 so that the 
consumers may not have to pay a higher price. 
It is very necessary to support cottage 
industries because there is acute 
unemployment and under-employment in the 
country. However, the price parity 3hould be 
done in a way in which the burden 
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[Shri C. P. Parikh.] does not fall heavily on    
the    lower income groups especially    in    
regard to consumer goods,  of essential arti-
cles. 

I will now come to the luxury goods. These 
are not adequately taxed, taxed in the manner 
in which they should be taxed. I think we 
have missed this point for so many years. 
Superfine cloth is not taxed adequately. Its 
levy is still low. If one cares to look at the 
balance sheets of those mills which are 
producing superfine cloth, one would find 
that they are getting fantastic profits. I can 
say this from experience and knowledge. I 
have been saying this to the Finance Minister 
for the last two years but very little has been 
done. Another point is that superfine cloth is 
made out of fairly expensive cotton which 
costs double to the country and has to be 
imported from outside. This point has also to 
be borne in mind. 

I come next to artificial silk fabrics. When 
we want to add to our revenues, we shall have 
to tax even items which are sometimes used 
uy the lower income groups. My principle is 
that food and cloth of medium quality should 
be available to everyone at the cheapest 
prices but in the case of luxury articles, they 
will ;iave to pay higher and higher taxes. 
Take the case of the motor cars. Cars of 12 
and 14 horse power are charged at, a certain 
price but there are motor cars in the country 
of 28 and 30 horse power. These cars cost Rs. 
20,000 and those who are using motor cars 
costing this much amount can very well 
spend Rs. 5,000 extra if they want to enjoy 
the luxury of these big cars. I do not want that 
luxuries should be denied those who want to 
enjoy them but they should be taxed and the 
tax should be a deterrent one, not an 
encouraging one. This is all the more 
important because our resources arc few and 
our problems are many. Since the Budget 
proposals were published, our Defence 
expenditure has also gone up and is still 
going to rise. I think we cannot carry on in 
the way    in    which    we 

have been carrying on so far because we 
have to be alive to the problems of the day. 

There is this question of the pjeasurt trips 
to the foreign countries. If a man could 
spend ten thousand rupees on a foreign trip, 
why can't he spend Rs. 2,500 more by way 
of tax to the State Exchequer? Foreign 
pleasure trips       are       conducted       in       
the 

 name of business which the Finance 
Minister can    very    weil    scrutinise. 

 For festive occasions, a man    spends 
 two or three thousand rupees for lights. Why 

can't he pay a tax of a few thous- 
 ands more? The way in which luxury goods 

are consumed in this country should be 
restrained if we want to. carry out our 
economic objectives. 

Next I come to the municipal taxes Even 
thou)gh it is a State subject, we have to 
consider it. The tax that is demanded of 
spacious buildings is quite out of 
proportion to the floor space occupied by a 
low income family. There should be a 
revision o.C these  taxes  and    the    tax    
collected 

| should be on the basis of the floor space 
occupied by the family.   These 

, are some of the suggestions that I have to 
make. 

With  regard   to  production,  I    saythat 
production  has been outstripped;  by  
consumption.    Textile  industry is;  one 
example.   The effect of the recent!  excise  
duties  is  transferred    to    thej  consumers.    
When we levy excise du-I  ties, it is supposed 
that the producerspay a part of them whereas, 
in actualpractice, they  transfer them    to    
thej  consumers.    There is    likely    to    
beshortage and I want that that shouldj  be 
foreseen.    I  would suggest that aI third shift 
working  of 8 lakh    morespindles is   
possible   in   the   country.This will relieve 
the shortage in thecountry.   Five per cent, 
deficit creates;  a shortage and a five per cent, 
excesscreates a glut in the market and the 
difference in prices is  between  10 to-0 per 
cent.    We must have a controlover the prices 
of essential   goods and'  we must have fiscal 
measures to seethat the essential goods are   
available at fair prices.    I would again    
point j  out to the Finance Minister    and   the 
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Minister for Commerce and Industry that 
there is scope for a third shift working of 8 
lakh spindles. If this is properly utilised, we 
will not have any shortage of cloth and we 
may have lower prices also. 

As regards the price of cloth, the wholesale 
price index which the Minister quoted 
yesterday is not correct. The correct index is 
the working class cost of living index :n the 
States and that relates to the essential goods. 
That is the correct one. We want that items 
which enter into living of the low income 
groups should be controlled in order to see 
that these prices do not rise as they have risen. 
The price index is given in today's "Indian 
Express" hut I have no   time to refer to it. 

Now, Sir, I will say something with regard 
to the division of profits last year by corporate 
enterprises. If six persons on the management 
of a company were holding 60 per cent, of the 
shares the company will have to declare 
division of profits to the extent of 60 per cent, 
and these six persons get a lion's share of the 
dividends. The concession was made last year 
by raising the holding from 50 to 60 per cent. I 
think, Sir, the time has come for withdrawing 
that concession and bringing it down again to 
50 per cent, of the holdings and in course of 
time, after two years, it should be brought 
down to 40 per cent, and ultimately to 25 per 
cent. We do not want vertical expansion or 
vertical control of our industries monopolised 
by a few persons. We want horizontal expand, 
if we want the private sector to survive, it will 
survive only if there is horizenal expansion 
and not vertical expansion as at present. You 
will notice that there is vertical expansion and 
that is being encouraged by the present 
methods of taxation. 

Now, Sir, with regard to some of the 
statements of the Finance Minister, which 
have recently been made on taxation on 
consumption and taxation on surpluses.    He 
has said that 

it presents administrative difficulties, I quite 
realise, Sir, that administrative difficulties 
will be there, but how are we to meet them? 
Sir, 4,000 Members of the Central Parliament 
and the State Legislatures have taken the oath 
by the Constitution of removing inequalities 
in income and as such, Sir, I think this step of 
taxation on consumption and on surpluses will 
have to be taken as soon as possible if we at 
all want to reduce inequalities of income, but 
by the present system of taxation the 
inequalities of income cannot even be much 
reduced, T. am definitely certain. 

THE MINISTER FOR REVENUE AND 
CIVIL EXPENDITURE (SHHT M. C. SHAH) : 
Not only income; wealth  also. 

SHRI C. P. PARIKH: But you have not 
moved in the matter. That is what I am saying 
and when you are talking of wealth then I 
hope that you will move in the matter in the 
next six months. 

SHRI M. C. SHAH: Very soon; don't worry. 

SHRI C. P. PARIKH: Otherwise these mere 
platitudes are useless; it must be followed by 
action because equality of opportunities and 
reduction of the disparity in incomes, all these 
can only be achieved by fiscal measures 
although, as I see, there may be 
administrative difficulties. 

Then, Sir, the Estate Duty is there but the 
Gift tax is not there, and as long as the Gift 
tax is not there, the Estate Duty, in my 
opinion, is a mockery and a joke. The Estate 
Duty collections are only of the order of 24 
crores of rupees and if the Gift tax is not there 
you cannot have the inequalities of income 
reduced and the rich man is bound to continue 
to be richer and the economic objectives laid 
down in the Constitution, which are so much 
dear to our hearts, will not be fulfilled. 

Now, Sir, I said something about gold 
yesterday and I want to just explain that.    
The value of gold in this 
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[Shri C. P. Parikh.J country is there and 
this is centuries eld. The value of gold in our 
country is owing to wearing of ornaments, 
which is not the case in other countries. If 
public opinion is there, if the public opinion is 
created by our social and political leaders 
against the hoarding or use of gold, the 
putting on of gold ornaments will be much 
less. If the big social and political leaders 
make it a point not to participate in functions 
where there is display of gold, then the 
amassing habit will be less. This is not the 
time for me to dilate on that point, but I say 
Government can devise enough measures to 
restrain the price of gold from rising. Gold is 
an important commodity useful for exchange 
and note-issuing purposes and therefore it 
cannot be trifled with. I think, Sir, the Finance 
Ministry are alive to the situation and I hope 
the Finance Minister will immediately, in this 
Session, introduce a measure by which the 
speculative transactions in gold are forbidden, 
which are being carried on for so many years. 

Then, Sir, one point with regard io the rising 
of the prices of essential commodities. How is 
that? The rise is due to the bank advances and 
the banks are supporting inflation. I say this 
and it is borne out by the facts which are given 
in the 'Indian Express' today. It is this: "It may 
be pointed out that the quantities of rice and 
wheat pledged with the banks in the country at 
present are considerably larger than in the 
corresponding period of last year, being twice 
as much in the case of rice, and about one and 
a half times as much in the case of wheat. This 
clearly shows that the stocks of rice and wheat 
with the trade are much larger than in last 
year." I think, Sir, the Reserve Bank receives 
weekly statements from the Scheduled Banks 
about the advances they make, and I think, Sir, 
on essential commodities they should not be 
allowed to make advances beyond a 
reasonable figure and I (hope the Finance 
Minister will issue a statement to the press 
showing what are the advances they were 
made   on 

rice and wheat last year. Is not hoarding there? 
And what is the purpose of this hoarding? And 
if there is hoarding what is its effect on prices? 
This thing has to be borne in mind and I say, if 
we want to arrest any rise in essential 
commodities, then we must have a maximum 
price fixed for the commodities for a 
particular period and at this maximum price it 
should be possible to requisition the stocks 
with anyone, whether pledged with the banks 
or not. 

SHRI H. C. DASAPPA (Mysore): Who gets 
the benefit of these prices? 

SHRI C. P. PARIKH:    The trade and 
Mr. Dasappa can very well understand. 

Then the paper goes on, "Meanwhile all 
exports of rice, wheat, wheat products, wheat 
bran, rice bran, jowar, maize, gram and pulses 
have been completely banned." "Meanwhile" 
means that even during this period there might 
have been exports to an insignificant degree. 
Sir, we cannot trifle or play with exports of 
our essential commodities which are required 
for the lower income groups, and I think that 
with regard to this as with regard to cotton 
which we could have utilised in this country, 
we had made a mistake in the past and this 
mistake should not be repeated in the future. I 
do not say this in a spirit of criticism, but I say 
in all humility that, when we think of 
exporting our essential articles, we should be 
very cautious that we should have sufficient 
buffer stocks in the country to face any 
adverse monsoon. 

Now, Sir, with regard to the Finance 
Minister's remarks that Rs. HO crores are 
annually evaded by the income-tax assessees. 
He told us that Rs. 10 crores concerned the 
lower groups, Rs. 10 crores the higher groups 
and Rs. 10 crores the middle groups. He has 
also mentioned that there are about 1,200 
Income-tax Officers whe are collecting these. I 
say, Sir, that if you want to get even one-third of 
this Rs. 30 crores, you will have to enlarge your 
staff of 1,200 Income-tax ;  Officers to three 
times as much     at 
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least so that no Income-tax Officer should be 
burdened with more than 12 or 15 cases of the 
higher income groups. Then only you will be 
able to get the assessment to the extent that 
you desire. Another thing. The payment which 
is made" to these officers is much below the 
requirement and their status is kept low. The 
Income-tax Officers who are drawing Rs. 500 
to Rs. 600 only ave on the other hand allowed 
the latitude of assessment of incomes which 
run Into lakhs and lakhs of rupees and there 
can be an error of judgment, whether 
intentional or unintentional, I cannot say. As is 
the case with the judiciary which is held in 
high esteem, our income-tax department also 
should be well respected and the scales of pay 
are so regulated that their officers are above 
want and they are held in high esteem, that 
they also respect the assessees and not harass 
thorn and see that all taxes are properly 
collected. 

One last word with regard to the Forward 
Markets Commission. The Forward Markets 
Commission is operating for the last two years 
now. Yet I ECO, Sir, that the income-tax 
revenues are being defrauded through the 
forward markets in the black market. People 
are squaring up their pofits and losses in the 
forward market. Therefore the Forward 
Markets Commission has become very much 
alive to these speculative transactions and they 
have made a distinction between specific 
delivery contracts, transferable and non-
transferable. Of course, these are highly 
technical terms, but I think, Sir, for the first 
time after two years they are going into this 
problem of restraining speculative transactions 
and seeing that the prices move within 
reasonable limits. Wide fluctuations are there 
and if we read all the columns of the daily 
papers, we will find 6 or 7 columns in which 
the prices ef many essential articles at about 
20 centres in the country are given. From the 
fluctuations in the prices you will notice why 
these transactions are allowed to such an 
extent These are some of the suggestions,    
Sir, and 

I if we know to control the movements of prices 
in a way which is desirable for the country in 
order that the maximum and the minimum 
prices are fairly maintained and legitimate 
trading carried on, we shall have achieved a 
great object. 

Now, Sir, these are some of the suggestions 
which I have made in all humility. Because 
we are having a very bad time before us and 
because we are having deficit financing to 
push through our developmental programmes. 
We should pay that amount of attention which 
is neeessary to attain our objectives and it is 
our duty to shape and mould the opinion of 
Government and to assist Government in 
these matters. I hope that other Members also 
will make their own suggestions to see that 
the prices do not rise in such a way as to bear 
no relation to the income of the lower-income 
groups. If the prices increase without a 
corresponding increase in their real income, 
that should not be allowed. I think, Sir, 
Government are alive to the situation and will 
take into account the few suggestions that I  
have made at  this stage. 

MR. CHAIRMAN: We have taken two 
hours. The time allotted is six hours.    I  have 
here  a  dozen  names. 

SHRI S. MAHANTY (Orissa): Sir, 
I   wanted .......  

SHRI J. S. BISHT (Uttar Pradesh): You can 
extend it by a couple of hours more. 

MR. CHAIRMAN. We are giving you 
another 40 or 45 minutes extra. The difficulty 
is this. This has to receive the assent of the 
President tomorrow and so it has to be re-
turned to the Lok Sabha this evening. So by 
four o'clock all the stages should be 
completed. You will have the allotted six 
hours for the general discussion and the extra 
time will be taken by Mr. Shah for the other 
stages. So we are extending the time allotted 
by nearly an hour. Fifteen minutes should be 
the maximum hereafter if all the 12 members 
including Mr. Mahanfy are to get an opportu-
nity of speaking. 
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j DR. RADHA KUMUD MOOKEKJI | 
(Nominated): Sir, it is difficult from | the outside 
to suggest any alterations j in the Finance Bill 
which may effect its delicate balance and 
equilibrium reached through a good deal ot 
labour and specialised study. I think it may be 
more pertinent to offer some general 
observations on the principles and general 
aspects of the Bill. It will, I think, be agreed on 
all hands that the financial system of a country, 
the structure of its taxation, are to be judged by 
the supreme test and criterion as to what extent it 
directly helps in the solution of its economic 
problems and leads the country from poverty to 
prosperity. The economic progress of a country 
depends upon three fundamental factors: (1) in-
crease of national income; (2) increase of per 
capita income; and (3) increase of proportion of 
saving to investment or of capital formation. I 
am afraid the tax structure upon which the 
Government of India has been basing its Finance 
Bill from year to year rather weakens the 
incentive to saVing. That is my first complaint. 
Now, the fundamental fact of India's economy is 
her colossal, phenomenal poverty and that 
poverty has attracted even international 
attention. For instance, even a mission of the 
International Monetary Fund, which came out to 
India and submitted its report to the Government 
of India, begins its report by saying: 

"The standard of living of the people of 
India is among the lowest in the world. The 
standard of living of the lower income 
groups leaves almost no margin for reducing 
their consumption without impairing their 
health and efficiency. Investment in tlie 
health, strength and wll! of the people is as 
important for economic progress of India as 
investment in plarjf. and equipment." 

And further it states that the people are  
incapable, in their    poverty,     of 
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making the effort necessary to submit to fresh 
taxation. A further reduction in the 
consumption of lower income groups for the 
purpose oi providing resources will not make 
for success. And then over and above that there 
is the dispassionate statement made by the 
London Economist after a' careful survey of the 
situation. The London Economist says: 

"In a population of over 360 millions 
only about seven lakhs are in a position to 
pay any tax and in 1951 only fourteen 
thousand had an income of more than three 
thousand pounds a year. In these 
conditions, to talk of a higher general rate 
of saving, in other words, of a further 
restriction of consumption, is to cut a 
percentage of Indians out of existence 
altogether." 

Now, when we consider that out of a 
population of thirtysix crores of people about 
five lakhs are taxable, I am inclined to say that 
India is already a country predominantly of 
"have nots" and the growing poverty of India 
is also reflected in its budget The Union's 
Budget dots not exceed Rs. 450 crores, as 
against the other fact of a small country like 
the U.K. with only an eighth of India's popula-
tion showing a monthly revenue of over Rs. 
500 crores. Tlie whole of India is unable to 
produce an annual revenue of Rs. 500 crores 

What is the result? The result is looming 
large in the appropriations of some of the 
Budgets in the United Kingdom. There the 
expenditure on education amounts to Rs. 350 
crores, whereas in India, along with the Cen-
tral and State grants for education, we have 
hardly an educational appropriation exceeding 
an amount of Rs. 100 crores per annum. 

There are many Members who have spoken 
on the requirements of education. I will only 
call the attention of the House to one point, so 
vital for the educational progress of the 
country. I do not consider, in this connection, 
the needs of primary, elementary and 
compulsoxy education. That is a separate 
subject. But so far 

as higher education is concerned, so far as the 
advancement of learning is concerned, I must 
say that tlie vital factor upon which 
euucational advancement depends is tbe ratio 
of the number of teachers to the taught. I think 
it is from that point of view that the 
Educational Budget of the United Kingdom 
has been lately very much more liberalised 
than before. Now I think that we should 
concentrate on this problem, namely, that we 
should try to afford more personal contacts 
between the teacher and the taught. We should 
not regard education as a process of mass 
production as in industry. Ideal education is a 
very subtle process by which the inner growth 
of man is accomplished and, therefore, we 
must telle recourse to other methods and not to 
factory methods of mass production. At pre-
sent, in most of our colleges and universities, 
the number of students in any class is too big. 
Therefore, we do not at all call for anj' kind of 
conditions which may favour personal 
contacts between the teacher and the taught. 

About figures of national income and per 
capita income, I find that there has been some 
kind of difference in calculations on this side. 
If we go on the basis of actuals, we shall find 
that between 1950 and 1954, the net national 
output increased by about 12 to 13 per cent, 
but the rate of capital formation is only 6.2 io 
6.8 per cent. Now the per capita net output in-
creased by only about 2 per cent, per year—
about eight per cent, in four years. Here I must 
also say that it is necessary to take the net 
domestic output estimates of the growth of 
income and growth of per capita income. For 
instance, it you go into the actual figure, it is 
Rs 91 i:hja in 1950-51 and it rose to Rs. 103 
ibja in 1954-55. Therefore, you can easily 
calculate that the rate of increase only 
amounts to about 2| per cent. But I find that 
some of our Budget schemes depend upon 
more optimistic estimates. They count that 
perhaps in the next five years, we can count 
upon an increase in national income to the 
extent of 25 per cent., that is, at the rate of 5 
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[Dr. Radha Kumud Mookerji.] per cent, per 
annum. But this is against the facts that are 
before us, namely, only about 2£ per cent, in-
crease per annum. Therefore, instead of about, 
say, 12 per cent, increase, the Finance Ministry 
is calculating on the basis of 25 per cent, 
increase for the next Plan period in our 
national income. I think that this estimate re-
.quires to be carefully looked into. 

In   regard  to   the-   level  of     living, granting 
that  the individual     income rises, there are so 
many charges upon the   individual   income.     
Because    of that, the poverty of India is 
reflected in the oustanding fact that the people : 
are unable to satisfy the necessaries -of life as 
regards food and cloth.   We all    know    that    
the    food    that    is -available to the average 
Indian is extremely poor so far as the 
nutritional -standards are concerned.    And    
similarly, as to clothing, we f.re able    to afford 
to the individual  Indian     only about 15 yards 
of clothing per annum. So,  with all  these facts  
before  us,  I think that any increase in the 
national income will be appropriated first    to 
the satisfaction of    these    necessai ies of life  
and therefore, there may not be any scope for 
so.vipg which may be envisaged for national 
purposes. Now, considering  the last  Ave  
years,     the ratio of saving to income is equal 
to "7 per cent.    But the Finance Ministry is 
supposing that this percentage of 7 may be 
raised to 12.    I think that we should be very 
very cautious in these calculations. 

For instance, the monthly expenditure on 
consumer goods has been calculated to be Rs. 
22 per head. As you know, Sir, the individual 
income per month will be about Rs. 25 and out 
of these Rs. 25, the individual has to spend Rs. 
22 per head on consumer goods and of which 
twe-thirds are to be spent on food according to 
the calculations made by Prof. Mahalanobis. 
"Therefore, you should think that perhaps any 
increase of income that may be forthcoming to 
the individual on account of industrial 
development will be absorbed by the need for 
making up deficiencies in regard to the sup-
plies of vital necessities of life. 

Now the question is what should be the 
method by which this dire economic situation 
that is prevailing in the country can be 
remedied. In that connection, I think that 
West Germany suggests some remedies 
which may be explored. The German 
economic re-> covery was effected by 
making tax reductions—reductions on both 
direct and indirect taxation—thus giving 
encouragement to the formation r.f new 
capital in the shape of undistributed profits 
and new investments by expanding tax 
exemption for the purposes of replacements. 
Germany suffered the worst in the last war 
and therefore, the example of German re-
covery achieved in such a short time is an 
example which is most encouraging and 
should be followed by backward countries 
like India. Gennany began by lowering the 
level of taxation so as to increase the saving 
by which capital would be forthcoming to 
finance industrial expansion. After all, a 
country like Tndia must depend upon its own 
capital which should be formed in a proper 
manner and not upon foreign aid. Now this 
aspect appealed to the Germans and therefore, 
Germany began by building up her own 
domestic capital without depending upon 
foreign capital. (Time bell rings.) 

How many minutes, Sir? 

MR. CHAIRMAN:   Another minute. 

DR. RADHA KUMUD MOOKERJI: The 
difficulty is that there was no time-limit at the 
beginning and limits are put on speakers later 
on. 

The next phase in German recovery was to 
raise consumer taxes and reduce non-taxable 
allowances for reinvestments ploughed back 
into the industry. Thus, the sales-tax was 
increased as a general tax on consumption. 
But the income-tax rates were not increased 
so as not to kill the incentive to work. The 
rates increased with the size of the income. 

Reductions in tax led to increase of 
employment, of wages, of consumption, and 
generally of economic acti- 
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vity, with increase of net incomes as a result 
of tax reductions. I am quoting the actual 
words used in a very important volume, called 
'Germany Reports'. In spite of its minimum 
per capita national income, India's tax rates 
are among the highest in the world. This is the 
opinion of the American Ambassador. And I 
must repeat that in spite of its minimum per 
capita national income, India's tax rates are 
among the highest in the world. 

Then, Sir, I would like to know whether we 
cannot raise a mass tax like the salt tax, 
although it may be unpopular, or whether we 
cannot also utilise the revenue that is lost by 
prohibition for the sake of industrial 
development, which will ultimately benefit 
the masses, because philosophy and slogans 
might wait, but in the meanwhile, we must 
build up the economic life of the country by 
other means. 

Then, Sir, I think there are certain very 
harsh rules which apply to the income-tax 
administration. There should be a rule by 
which any income-tax officer may not be able 
to make a raid on a peaceful household with-
out showing proper identity. Even the 
policeman has some identification marks for 
introduction to a household. I understand that 
the rules are very very indefinite, and 
therefore there is considerable suspicion about 
the working of the new rules relating to the 
Income-tax Department. 

 



515 Finance [ RAJTA SABHA ] Bill, 1956 516 

 



517 Finance [ 27 APRIL  1956 ] Bill, 1956 518 

 



519 Finance [ RAJYA   SABHA ] Bill,  1956 520 

 



521 Finance [ 27 APRIL  1956 ] Bill, 1956 522 

SHRI S. MAHANTY: Mr. Chairman, j Sir, 
whoever has listened attentively to the speeches 
from that side of the-j House on this Finance Bill 
must have been more than convinced that the 
Finance Bill provides yet another occasion for 
pricking the bubble of professions of a socialistic 
pattern of society. 

[THE    VICE-CHAIRMAN    (SHRI    P.    S.. 
RAJAGOPAL NAIDU)   in  the Chair] 

Sir, if you look at the proposals embodied 
in this Finance Bill, you. will notice the 
sinister design of broadening the taxation 
structure at the lower levels with its greater in-
cidence on the consuming public. If you come 
to the indirect taxation, you will find that 
duties are being proposed to be levied on 
commodities-like medium and coarse cloth, 
soap-and so on and so forth. Last year excise 
duties were levied on articles like shoes and 
sewing machines. Before that sugar, matches, 
tobacco, etc. were very heavily taxed. This has 
to-be considered in the background of 
exemption of estates like tea estates,, coffee 
estates and rubber estates fronu taxation. 

Sir, I am quite aware of the-specious argument 
that the Taxation Enquiry Commission made 
certain' recommendations which are merely 
being implemented. I am also aware of the fact 
that for the successful completion of the Second 
Five Year I Plan, we require heavy taxation but 
the fact has to be borne in mind that the taxable 
capacity of the people must also be 
proportionately increased-so as to enable the 
people to pay the increased taxation that are re-
quired of them. In this connection-I would beg 
this House to consider the proposal to initiate a 
uniform, prohibition policy in this country. I. 
don't hold any brief for the anti-prohibitionists. I 
am aware of the fact, that this drinking habit has 
ruined-the happiness of many a home and many 
a family and is considered by some as a social 
evil. But the fact has to be borne in mind that if 
this 
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[Shri S. Mahanty.] prohibition programme 
is implemented, we will be losing, rather we 
have lost to the extent of about Rs. 42 crores 
last year. Here is a publication in my hand—
"Prohibition—Questions and Answers" which 
has been circulated by the Publications 
Division of the Government of India. At page 
6, you will find a question: "Will prohibition 
not deprive the State of -an important source 
of revenue and thus starve education and other 
nation-building activities which have found 
prominence in the Five Year Plans?" After 
having asked this question, this booklet gives 
the answer. It ;says: 

"It is true that by introducing 
prohibition, the State will lose an important 
source of revenue and may, to some extent, 
be obliged to curtail for a time the 
expansion of its nation-building and other 
activities including, perhaps, education." 

Then it proceeds to say: 

"It is true, at present, when the country 
has launched a programme of economic 
regeneration through a series of Five Year 
Plans, that we need every penny that can be 
scraped together. Nevertheless, the loss of 
revenue is not such as cannot be made up at 
least partially from other sources." 

Now the fact is, it is worth while to 
remember, that in the year 1934-55, on 
account of prohibition we have lost a total 
sum of Rs. 44 crores. Now it was only a 
partial prohibition. I don't know when the 
complete prohibition programme is launched, 
what will be the total amount of loss. What I 
would like to ask the hon. Finance Minister to 
consider is, whether he would like to make 
good this loss, by levying taxation on 
commodities like coarse cloth, and soap 
which are every-day necessities. Even the 
Government have admitted, according to this 
publication, that it may not be •quite worth 
while to starve other nation-building activities 
by depriving 

the States of a most important source of 
revenue. The sooner we separate the question 
of prohibition from its moral implications, the 
better. It is being said that Gandhiji was once 
of the opinion that the revenue which is 
derived from drinking is a sin-money and it is 
better that the country should go uneducated, 
the country should go illiterate than educate 
its people by income derived from this source. 
Sir, I have got every respect for that great 
man. Here we are dealing unfortunately with a 
fiscal question, a sociological question, and 
not a metaphysical and moral question. The 
question of morality differs from man to man, 
from society to society, from norm to norm. If 
Gandhiji had known that his followers, with a 
glass' of aqua pura, could run mad from one 
end of India to the other, then probably the 
first thing which he would have advocated 
was prohibition of power and not prohibition 
of alcohol which contains only about 30 per 
cent. This power contains more than IOO per 
cent alcohol and is more maddening than 
alcohol itself. Therefore let us not go into the 
question of morality. Here is a question which 
should be considered with a dispassionate 
seriousness namely, whether we should lose a 
substantial source of revenue on account of 
prohibition which is again a State subject and 
over which the Constitution does not give any 
authority to the Government of India or the 
Parliament to enunciate a uniform policy—
whether it is open to us to throw that money to 
the gutters and to enrich the coffers of the 
illicit distillers and starve our nation-building 
activities and to make good the loss by 
proposing such kind of taxation. 

Again, it is quite unfair on the part of the 
Ministry to cite here the recommendations of 
the Taxation Enquiry Commission. I would 
like the hon. Finance Minister to cite a single 
instance in which a report of a Commission 
like the Taxation Enquiry Commission, has 
not been discussed in   this  House.   The  
other  day     the 
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Press Commission's report was discussed in 
this House as well as in the other House 
before the Government formulated certain 
courses of action on the basis of those 
recommendations. The Taxation Enquiry 
Commission report is a very valuable 
document, which contains many valuable 
recommendations. Neither this House nor 
that House has been provided with any 
opportunity of considering those 
recommendations at any length. Last year, 
the Finance Minister, armed with three 
bulky volumes of that report, managed to 
smuggle s6me of those recommendations 
into last year's Budget: 

SHRI M. C.  SHAH:   Smuggle? 

SHRI S. MAHANTY:  Yes,    because it was 
not discussed in this    House. If the 
Government thought it fit    to implement 
some  recommendations  of a Commission 
which they had appointed without the 
approval of the House, then the terms of 
reference of    that Commission     should    
not have been announced     in  this  House.    
We     all awaited   the   opportunity   when      
the Government would come to this House for 
a discussion on that report    but that was not 
done nor that is    ever going to be done but on 
the basis of those     recommendations,     the     
hon. Finance  Minister     seeks      to  justify 
every kind of iniquitous taxation proposal  
that strikes    his     imagination. Sir, it is true 
when    it is professed, when it is claimed that 
the per capita income, that the national 
income    of India has recorded an increase of 
18 per  cent,   when   the  achievements  of the 
First Five Year Plan period    are taken  into  
account  but in  subjective terms,     it is  most  
elusive.    I  would like  the  hon.   Finance  
Minister      to answer whether this increase in    
the national    income    is    reflected    sub-
jectively in the income of the average people. 

SHRI M. C. SHAH:   The hon. Member was 
not present yesterday    when I  replied on  this  
point and I     don't think he can    expect    me    
again    to   j repeat the same thing. 
28 RSD—2. 

I SHRI S. MAHANTY: I have gone j through 
his speech and on the basis of that speech 
alone I am offering my comments. Now we all 
know that India is a Union of so many States. 
If you go to States like Orissa and other 
comparatively backward and undeveloped 
States, you will find that, the per capita 
income is much less—is leS3 by more than 50 
per cent, of the average per capita income of 
India which has been computed at Rs. 285 a 
year. I would like the hon. Finance Minister if 
he has got any material in his possession to tell 
me what is the per capita income in the 
backward States like Orissa or Assam. 

SHRI M. C. SHAH:  He can   find out as 
he comes from Orissa. 

SHRI S. MAHANTY: I made my enquiry 
from the National Sample Survey Office but 
they said that they had no such information. 
Therefore I have to rely on the information 
which has been provided to me by the 
Finance Minister of Orissa. And according to 
his Teport the per capita income in Orissa is 
in the neighbourhood of only Rs. 80/- a year. 
When you are exempting the coffee planta-
tions, the tea plantations and the rubber 
plantations in the country and when you are 
imposing this kind of indirect taxation even 
on articles of food, in all propriety we have a 
right to ask whether in the absence of any 
increase in the taxable capacity of the people 
you have any right to come here with all 
these impositions. We all know that for the 
success of the Second Five Year Plan we 
require heavy investment, but that investment 
must  come  from  other  quarters. 

THE VICE-CHAIRMAN (SHRI P. S. 
RAJAGOPAL NAIDU) : You have only one 
minute more. 

SHRI S. MAHANTY: Sir, from my group 
probably I am the only speaker and I do 
hope you would be good enough to extend 
my time by another five minutes. 



527 Finance [ RAJYA SABHA J Bill, 1956 528 

THE VICE-CHAIRMAN (SHRI P. S. 
RAJAGOPAL NAIDU) : Please finish soon. 

SHRI S. MAHANTY: Yes, Sir. We 
all know that the successful imple 
mentation of the Second Five Year 
Plan would entail very heavy invest 
ments. But why should all that 
investment come from coffers that are 
already pauperised? Why should it 
come from people who are living even 
below the marginal level? We all 
know that as the first step towards 
the realisation of the ideal of a soci 
alist society land ceilings are going 
to be fixed. But a big controversy 
has been raised as to why the Gov 
ernment should not similarly fix a 
ceiling on the income from other 
sources. The hon. Finance Minister 
has argued that the supply of land is 
restricted and therefore the ideals of 
social justice can be served by an 
equitable distribution of land the sup 
ply of which is limited. But may I 
ask the hon. Minister to let me know 
whether the flow of other kinds of 
wealth is unlimited? Here it is a 
question of the equitable distribution 
of unlimited wealth and not the con 
centration of it in a few hands who 
may enrich the party coffers of the 
party in power. Sir, it pains me to 
hear such kind of arguments from the 
hon. Finance Minister when it comes 
to the rural sector. When it comes 
to the rural sector it does not prick his 
conscience to come down on the people 
with all kinds of taxation proposals. 
But when it comes to the urban sector, 
when it comes to the industrial sector, 
when it comes to the commercial 
sector, he is quite sympathetic to 
them. Viewed in tliat light, this 
Finance Bill has not much of.......................  

THE VICE-CHAIRMAN (SHRI P. S. 
RAJAGOPAL NAIDU) :   Please wind up. 

SHRI S. MAHANTY: I am just winding up. 
Therefore, in the fitness of things I would like 
to record my protest against such kind of 
proposals in the Finance Bill. 

THE VICE-CHAIRMAN (SHRI P. 3. 
RAJAGOPAL NAIDU) :   In view    of    the 

large number of speakers, it has beca decided 
by the Business Advisory Committee that the 
House will sit through the lunch hour also. 
The next speaker is Shri B. K. Mukerjee. 

SHRI B. K. MUKERJEE (Uttar Pradesh): 
Mr. Vice-Chairman, Sir, I stand to support the 
Finance Bill because the yield from these 
extra taxes is supposed to be required for the 
development of the country and the 
implementation of the Second Five Year Plan. 
Therefore, I do not think there can be any 
disagreement on the extra taxes that are going 
to be levied- The Second Five Year Plan, as 
the hon. Finance Minister has stated, is a very 
bold and ambitious one and to implement 
such an ambitious and bold plan, they require 
a lot of money. But I would add that they 
would require not only a lot of money but also 
the enthusiasm of the entire population of the 
country. I am very doubtful if in the policy of 
the Finance Department there is any proposal 
to create the incentive of the people and to 
make them feel enthusiastic and come 
forward to achieve the objectives of the 
Second Five Year Plan. To rightly and 
quickly implement the Plan is not the work of 
only a few highly placed people, those who 
are fortunate enough to have enough. It is the 
work of the people and especially of the 
people employed by the Government in the 
lower strata. 

[MR. DEPUTY CHAIRMAN in the Chair.] 

I am obliged to submit that t« those in the 
lower strata there is n« incentive to become 
more efficient and more active and to rise up 
to the standard that is required of them in 
order to implement this Plan. This extra 
taxation will certainly bring in some extra 
revenue. But we do not know how this money 
is going to be utilised. If we examine the 
position in the Finance Department itself, not 
in any subordinate office of the Department, 
but the position of the staff employed under 
the very nose of the Finance Minister, those in 
the Secretariat, we will, get a picture 
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which will show us how this department can 
function more efficiently and how we can 
create enthusiasm among the staff who are 
required to be more efficient and more active 
in order to discharge the duties required >of 
them. In the Secretariat itself, in the Finance 
Department, a lot oiLstaff are employed as 
temporary, xhey have no security of service. 
They do not know what is in store for them in 
the future and so, they cannot put their mind 
and soul to work effectively and efficiently for 
the prosperity of the country. This is not a 
new iactor in thiJ year's Budget; it is a factor 
which I and everybody have been seeing in 
the Budgets cf the past years. Now, under the 
very nose of the Finance Minister, this is what 
happens. . They have provided for the 
permanent staff an amount of Rs. 2,84,000 
whereas for the temporary staff a sum of Rs. 
4,75,000. that is io say, more than double, has 
been provided. More than double the .number 
of the permanent staff is temporary; these 
people do not know -what will happen to them 
tomorrow; they have got no security. They 
also •do not get the same amount of 
emoluments that are paid to the permanent 
staff. Therefore, even if we expect them to be 
efficient, they can't be. This is not only the 
case with the Finance Ministry; this applies to 
all the Ministries. I will cite a few instances in 
the Home Ministry which sanctions the 
appointment of the staff, whether permanent 
or temporary while the parent Ministries pro-
vide the money. In the Home Ministry also 
you will find a sum of Rs. 4,44,000 has been 
provided for the permanent staff whereas the 
sum provided for the temporary staff is Rs. 
12,91,000. This is not for this year alone but 
has been the case for a number of years. These 
people are not given an incentive tb be 
efficient and to do the job as the country 
expects  them  to    do. 

As time is short, I will come to another 
branch of the Finance Ministry,  the 
Controller of Insurance    Of 

course, a very bold step has been taken by 
acquiring the management of all the insurance 
companies. These companies are going to be 
nationalised very soon. Nevertheless, th» 
inefficiency of the Controller is responsible 
for all the misappropriation and 
mismanagement of these companies. Had he 
been active or vigilant and acted as he was 
required to do, then what happened in all 
these insurance companies could have been 
avoided and checked but then this Controller 
of Insurance was ineffective and inefficient 
which resulted in mismanagement and 
misappropriation of the public money by the 
Directors and Managing Directors of 
insurance companies. The other day, in reply 
to a question in this very House, the Finance 
Minister replied that a Managing Director had 
run away with an amount of fifteen lakhs of 
rupees and neither the Finance Ministry nor 
the Controller of Insurance, nor even the 
Police department are able to detect the 
person as to where he has gone with all that 
money. That is not all. I will cite one more 
example as to how he was inefficient and 
ineffective. There was an insurance company 
which used to pay to one of its managers an 
amount of Rs. 1500 per month. That manager 
had the good fortune to secure a position, not 
a big post but an elective position, under the 
Government. When he relinquished his 
employment, he was offered a life pension at 
the rate of Rs. 3000 a month. While he was on 
active service he got Rs. 1500 per month 
whereas on his retirement he was given a life 
pension of Rs. 3000 pet-month and this is the 
efficiency of the Controller of Insurance. 
These insurance companies have recently 
been taken over for management by the 
Government and the Custodians have been 
appointed on the recommendation of the 
Controller of Insurance. 

MR. DEPUTY CHAIRMAN: Mr. 
Mukerjee, the Insurance Bill is coming up 
later. We are now concerned with the Finance 
Bill. 
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SHRI M. C. SHAH: He is anticipating. 
SHRI B. K. MUKERJEE: I am only trying 

to show that the Finance Ministry is 
inefficient. It expects people to put their heart 
and soul into work. 

SHRI M. C. SHAH: Therefore, the only 
remedy will be not to support nationalisation. 

SHRI B. K. MUKERJEE: You did not care 
to consult people who really counted. What I 
am suggesting is that those people who have 
been appointed as Custodians know nothing 
about insurance. They are only harassing the 
staff and harassing those people who used to 
bring business. Instead of that, instead of the 
advice of the Controller of Insurance, if you 
had put better people, people from the field, 
people who have been working in this field 
for years together, it would have been better. 
Though they do not get four or five thousand 
rupees per month, they are efficient and 
educated and can run this business in a fair 
and better manner, far better than the persons 
now appointed  as  Custodians. 

SHRI M. C. SHAH: Perhaps my hon. friend 
does not know anything about the 
appointment of Custodians. All these people 
have been in the insurance field for a number 
of years, perhaps thirty or twenty or twenty-
five years. I do not think the hon. Member 
knows about these people and without going 
into that question, it will not be worthwhile to 
say that all these Custodians are not fit to act 
as Custodians. 

MR. DEPUTY CHAIRMAN: Anyway, that 
is beyond the point, Mr. Mukerjee.    Come to 
the Finance Bill. 

SHRI B. K. MUKERJEE: I will for 
the information of the hon. Minister 
say ........... 

MR. DEPUTY CHAIRMAN: You can 
reserve all these remarks for the Insurance 
Bill when it comes before the House. Let us 
have something about the financial proposals. 

SHRI B.  K.  MUKERJEE:     This     is I  
regarding the Finance Bill.    I    object to the 
payment of fabulous sums. 

SHRI M. C. SHAH:   It is not there.. 

SHRI B. K. MUKERJEE: The Finance 
Ministry is responsible for the paynpnt of 
fabulous sums to the Custodians. 

SHRI M. C. SHAH: The hon. Member does 
not know that the Custodians-are not paid by 
the Finance Ministry nor even out of the funds 
of the Government of India. He must know 
that also. 

SHRI B. K. MUKERJEE: I know-probably 
no less than the hon. Minister about this. 

SHRI M. C. SHAH: I am glad; but when he 
said that fabulous sums were paid by the 
Finance Ministry to these-Custodians, I said 
that the hon. Member must first acquire the 
knowledge as to wherefrom the funds come 
for payment   to   these   Custodians. 

SHRI B. K. MUKERJEE:    It is com- 
monsense. 

SHRI M. C. SHAH:    That is lacking- 

SHRI B. K. MUKERJEE: The hon. Minister 
must take the trouble of listening. Members 
know that the insurance companies have not 
yet beea nationalised. Government has taken 
over the management of these concerns and 
the money paid to these people comes from 
the funds of the companies. Everybody knows 
that. If the hon. Minister does not know, I am 
ready to help him in this respect. 

SHRI M. C. SHAH: The hon. Member said 
that these payments come from the Finance 
Ministry. Mr. Deputy Chairman, you must 
have heard it also. Whether commonsense is 
lacking here or there, the Member must be the 
judge. 

MR. DEPUTY CHAIRMAN: Mr. 
Mukerjee, you made the remark that the 
Finance Ministry is paying these sums. 

SHRI B. K. MUKERJEE: The only thing I 
should say is that we are step- 
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pin'? forward and our goal is the achievement 
of a socialistic pattern of society, and if the 
Finance Ministers do not change their 
outlook, it will be a mere uptopia and we will 
never reach anywhere near our goal. There-
fore, Sir, we cannot afford to pay Rs. 4,000 
and Rs. 5,000 per month to anybody, 
wherever he is posted or -wherever he is 
placed. 

Now one more subject on which I shall 
speak. Of course, yesterday some Members 
were pressing the point that Government 
should look after those people, old and retired 
hands of the Government, whom Government 
is paying pension. If the pension is based on 
the salaries or emoluments paid to similar 
incumbents of today, then they are entitled to 
get more as their pension. That means that the 
pension fixed at the rate at that time when they 
retired is not applicable today. Now when you 
pay a pension to the old and retired people I 
presume that this money is paid not only in 
recognition of their past and good service but 
also in the belief that this should enable them 
to live comfortably during their retired period, 
and if we wish them to live and render service 
to the country by their experience, education 
and knowledge, we have got to see that these 
people live comfortably, and Government 
should not see them starve to death. Therefore 
I only request the Finance Minister to look into 
this case and pay them better by which they 
can live better. This can be done by adding to 
their told emoluments the dearness allowance, 
the personal pay, etc. paid to like officers in 
service today and then calculating their 
pension. If this is done they will be happy and 
they will be able to live more comfortably. 

Now another point. The Finance 
Department allots the moneys to the different 
departments, but in regard to most of the 
money's when the latter actually want to spend 
them, again they have to go to the Finance 
Department. The red-tapism has got to be 
avoided. They do not care to see whether the  
department is     carrying 

out the objects with the money which they 
spend. Now as an illustration, to enable Mr. 
Shah to understand, what I want to say is this. 
Now the day before yesterday, in reply to a 
question, the Minister for Housing said that 
they call for tenders when they appoint a 
contractor. They call for tenders and a man 
from the Finance Department is deputed to 
examine those tenders and to accept one of 
them. The tender is for the P.W.D, but the 
engineers there are not the authority to accept 
or reject a tender. A man deputed by the 
Finance Department is the man who accepts 
one of the tenders. 

SHRI M. C. SHAH: Perhaps he does 
not know the procedure. Unnecessari 
ly ........... 

SHRI B. K. MUKERJEE: YOU try to listen 
to me, to what I say. 

SHRI M. C. SHAH: You say that an official 
of the Finance Ministry accepts a tender. That 
is fundamentally wrong. You do not know the 
procedure. 

SHRI B. K. MUKERJEE: I am not speaking 
so much on the procedure but on the effect of 
accepting a lowest tender on the workers' 
amenities. The question* is that the lowest 
tenderer cannot provide all the amenities to the 
workers that they will be employing. That was 
the question raised the day before yesterday. 
Now, whether the contractor pays the workers 
properly or not, the Finance Department insists 
that the lowest tender must be accepted. The 
department cannot go in for another tender, 
which is not the lowest, because the Finance 
Department raises an objection and their 
officers are really the authorities, there to 
accept or not to accept a tender. Of course, the 
Finance Department will be justified if they 
direct the departments employing contractors 
not to employ contractors at all. I made the 
suggestion, while we were discussing the 
Railway Budget this year, that a national 
construction corporation should be formed. 
While the Government had so many 
corporations, this will  be  one     additional     
corporation 
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entrusted with all the constructions which the 
Government agencies want to be done. If this 
construction corporation is formed, the 
question of lowest tender or highest tender 
will never arise and that is how we can 
provide the incentive—and this is required.to 
be done under the present financial position of 
the country—to enthuse the people to come 
forward and render all sorts of physical and 
financial help to execute these Plans. 

MR. DEPUTY CHAIRMAN: Your time is 
up, Mr. Mukerjee. 

SHRI B. K. MUKERJEE: One minute 
please. 

MR. DEPUTY CHAIRMAN: You have 
already had five minutes extra. 

SHRI B. K. MUKERJEE: Just one minute, 
Sir. 

I do not know whether the amount provided 
will still be required for the various 
Employment Exchanges, as they have been 
transferred to the State Governments from the 
1st of this month. I do not know whether all 
the amounts have been provided for the 
running of these departments. 

Then, some of our friends yesterday 
criticised the inefficiency of the P. & T. 
Department and the Minister while replying, 
said that telegrams and post card were a losing 
concern, that is to say, whatever a man pays 
for a telegram and whatever a man pays for a 
post card is only a portion of the cost that is 
actually incurred to deliver the message or the 
post card to the parties concerned. I do not 
know why the Finance Minister should not 
think of increasing the rate of telegrams and 
post cards and putting a stop to this recurring 
loss on this account when we can increase 
them. Now this increase does not mean that 
you should create more posts of officers and 
go on paying these highly fat-salaried people, 
the Secretaries, or Joint Secretaries and others 
getting Rs. 4,000 and Rs. 5,000 a month, who 
also get the luxurious travel by air or the    
luxurious    travel    by    aircondi- 

tioned coaches, whereas the people in this 
country, even the Members of Parliament, 
cannot have that luxury. Why cannot the 
Finance Minister pull up these people not to 
travel by air and not to travel by the air-
conditioned coaches? These are the ways in 
which our finances are misused and I hope the 
Finance Minister wilt take note of this that the 
officers should not be permitted to travel by 
air by air-conditioned coaches. They must 
travel with the people of this country if they 
want to serve the people of the soil. 

SHRI M. C. SHAH: Perhap* bullock-carts 
would be better. 

SHRI B. K. MUKERJEE: Now, I 
come to the question of this tax eva 
sion. I do not know whether the hon. 
Minister could give us an accurate 
figure. He has said about Rs. 30 cro 
res. It may be Rs. 60 crores or it may 
be Rs. 25 crores. Sir, I say that it is; 
the inefficiency of the Finance Depart 
ment that these people should evade 
paying taxes. This Income-tax Depart 
ment goes and harasses a man whose 
total assessment is about Rs. 5,000 or 
Rs. 10,000 or even Rs. 25,000 but they 
never go to a man who evades lakhs 
and lakhs of rupees. They never go> 
to such people. They go to the 
middle class people and harass 
them. That is how they show 
their efficiency and they show their 
activity. They will never go to 
a man who tries to evade lakhs and 
lakhs of rupees. Now, for the infor 
mation of the hon. Minister I can say 
that our business people, our indus 
trialists actually take pride in the fact 
that they have evaded payment of 
taxes. When they go to their club or 
go to some party, they say 1 have eva 
ded Rs. 10 lakhs this year'. This is 
how they.............  

SHRI M. C. SHAH: Will the hon. Members 
oblige us by giving the names of those people 
who have boasted that they had evaded Rs. 10 
lakhs or Rs. 20 lakhs? I promise that 
immediate enquiries will be made and' if it is 
found correct then they will be taxed.   It will 
be a good to the country 
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and I would request the hon. Member that he 
should oblige us by giving us those names 
which he may have in his possession. That 
will be more fair to the Government than 
merely criticising. 

SHRI BK. MUKERJEE: Sir, human 
memory may be short. I do not know 
whether within four years a man can 
forget everything. Four years before 
Mr. Shah was one of us and now he 
forgets what he used to hear while he 
was not on that bench. We were 
always hearing ..........  

MR. DEPUTY CHAIRMAN: Mr. 
Mukerjee, instead of making these allegations 
here, you had rather pass on those names to 
him and he will certainly make enquiries and 
see that they are taxed. If you have got any 
reliable information, pass it on to him. 

SHRI B.  K. MUKERJEE:     I have 
only to say that if they pay more 
attention    to    the    big    people who 
are......  

MR. DEPUTY CHAIRMAN: You are 
making definite allegations against certain 
people that they have evaded paying lakhs 
and lakhs of rupees and that they are making 
it known to their friends. What he wants is, 
instead of making these allegations, you 
should rather pass on those names to him so 
that the Government may take the necessary 
action, if really you have got that information. 
Hon. Members must take the responsibility 
for the statements they make here. Otherwise 
they should not make reckless allegations like 
that. 

SHRI B. K. MUKERJEE: All right, Sir. 
Something has been said about education. One 
thing which the Education Ministry can do is 
when the ^students enter into the higher secon-
dary stage of their education, each student 
should be required to state his future 
occupation, so that the Education Department 
might be able to plan that particular boy's 
education according to his aspirations. 

Now regarding shipping and inland water 
transport, much less attention is being paid to 
them.  

MR. DEPUTY CHAIRMAN: You have 
already taken more time. 

SHRI B. K. MUKERJEE: I wish that both 
the Ministry of Transport and the Ministry of 
Finance should pay more attention to this vital 
necessity of our land. 

DR. D. H. VARIAVA (Saurashtra): Mr. 
Deputy Chairman, Sir, I just want to make 
certain observations about the Finance Bill. I 
have nothing to say against it. I support the 
Bill and I support the new taxes which haY« 
been levied in this Bill. Though there are 
certain taxes which are hard on the common 
people, but as the Finance Minister has 
mentioned that only •4 per cent, of the 
population pays income-tax, and therefore 
other taxes have to be collected from the 
common people for the benefit of the common 
people, there is nothing wrong in taxing them 
reasonably. But I want to mention here that 
the income-tax machinery should be made 
more efficient. At present it is admitted that 
about Rs. 30 crores are being evaded by 
people who are suppose to pay income-tax. In 
this respect the Government have made 
certain provisions in this Bill as a result of 
which they can re-open cases which are even 
30 years old. I personally think there is 
nothing wrong in it. Even two years ago I 
made an observation that when it was 
suspected that a man was evading income-tax 
even before the charge was framed, his books 
should be impounded so that they may be in 
the hands of the income-tax authorities before 
he can make any changes in his account 
books. Thus the real thing could be found out. 
Again there is a practice of keeping two books 
of account. This should be gone into and 
private enquiries should be made. Sir, keeping 
of two books of account should be made a 
criminal offence. I know that the Government 
is making all efforts to find out those people-
who are evading taxes. And as Mr. Parikh has 
suggested we want to increase the staff for 
collection and a certain amount of money 
spent for increasing the staff, I think, would 
be 
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[Shri D. H. Variava.] well spent.   The 
Government and the country will benefit from 
it. 

Now, I come to the question of sales tax. 
Though it is not a Central subject, it has 
reference to Finance and directions are being 
given by the Central Government to the States 
about this sales tax. Sir, firstly, this sales tax 
should be uniform all over the country. 
Secondly, the way in which this sales tax is 
collected is a sort of a pin prick to every 
person every day, from the highest to the 
lowest in the country. We just go to a shop 
and ask for something. The shopkeeper says 
that it costs Rs. 10 and a tax of five annas is 
seperately charged. Every time while making 
purchases people actually abuse the 
Government. They say that in the good old 
days they never had to pay such a tax. It is 
always argued that the Government is taking 
something from the people which was not 
being done a few years back. I therefore 
suggest that the sales tax should not be 
collected in the manner in which it is being 
done but some method should be devised so 
that the tax is included in the prices of articles 
themselves and collected at the source. I have 
seen many people when they go to a shop 
telling the shopkeeper, 'do not make out a bill; 
give ma at the price quoted; I am not going to 
pay sales tax.' Sometimes some small 
shopkeepers consent to that. Sometimes the 
articles are not purchased and there are 
interminable arguments. So all the while the 
people are reminded of this tax. People who 
have got to pay income-tax are reminded only 
once in a year but the common people-now-a-
days are reminded of this tax not once but 
three or four times every day. Whenever they 
go to the market for purchasing something, the 
sales tax has to be paid. Secondly, I would say 
that this sales tax should not be charged on 
commodities of consumption like wheat, rice, 
oils etc. as has been done lately in a certain 
State. 

Now, I come to the question of economy in 
the spending of money. There are many items 
which T have noticed 

in each Department but I do not want 
to go into all of them. I will say 
something about the Health Depart 
ment. There is one thing which is 
occuring in the budget of the Health 
Department. It is the expense of about 
Rs. 99 lakhs for the production of 
quinine. Cinchona plantation was 
started in Bengal and in Madras 
during the last war and Rs. 99 lakhs 
have been spent on that but the pro 
spect of producing quinine out of that, 
I think, is very meagre. But at the 
jsame  time every  year  Rs.  5 
khs are provided for just looking after the 
plantation. The whole idea is that after once 
extracting the quinine from these 
plantations, on which Rs. 99 lakhs are 
already spent—it may be called Rs, 1 
crore—and still Rs. 5 lakhs are spent every 
year and the benefit that we are going to get 
from it is nil. So, I would suggest that if we 
have spent Rs. 99 lakhs, nowicrap the 
whole thing and stop spending Rs. 5 lakhs 
every year on it. 

Now, about the public and private sector. I 
have nothing to say against the public sector 
and I am not against nationalisation. But at the 
same time I want to make certain observations 
that when things are done in the public sector 
it is my impression—I think it is the intention 
of the Government that the public sector 
should be worked on a "no profit no loss" 
basis. Well, I do not think that that is right and 
that is the right conclusion that I have arrived 
at. But whenever we see any report of some 
public sector industry, we find that there is 
always a loss. I do not know whether the 
Sindri Fertilizer Factory is making profit or 
loss and I would request the Finance Minister 
to let me know whether they are working at a 
profit' or working at a loss. I must say that in 
the beginning it is not possible to have profits 
from an industry. It will take some years. But 
what is the policy of the GoTern-ment as to 
the public sector? Are they going to make 
profit, because they are going to contract the 
private !   sector?    Then, you are going to 
lose 
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the ineome-tax that you are getting from the 
private sector. Now, if we contract the 
private sector, then this income-tax which 
you used to get from the private sector, are 
you going to get from the public sector or 
liot? Because if the public sector is not 
worked on a profit basis, then there will be a 
loss in revenue and no matter how much of 
other taxes you #levy on different articles, 
that won't compensate for this, because, I 
think, the greatest amount of tax that Gov-
ernment obtains is through the industries, by 
taxing the industries. And so if the public 
sector is not worked economically and on a 
profit basis, I am afraid the revenues will 
suffer a« great deal. 

Now, there are many branches in which 
Government has already taken the step of 
producing things, just like the fertilizer. 
And now they are going into the iron and 
steel industry. How is it that the industries 
in the hands of the private sector have made 
huge profits and have also paid taxes to the 
Government, which, in many respects, 
enables the Government to run the country? 
Now, when we run our iron and steel plant, 
I am sure that it will be run as efficiently as 
it has been done by the private sector. If it 
is not so, then not only wil] we lose the 
income that we were deriving through 
taxation from the private sector, but we will 
lose on capital, if this industry is not run 
efficiently. So, I am sure that the Finance 
Minister will let me know if they are going 
to make as much profit, if not more, as in 
the private sector. I must concede that in a 
Welfare State you don't want to make profit 
in excess of what is necessary, but at the 
same time iron and steel is such an industry 
that if it is run efficiently, then a much 
greater profit will accrue to the Government 
than what obtains through the private sector 
by taxation. 

Now,  there is the question of elec-   J 
tricity.   Electricity,   I  think,    is    the 
concern   of  the   States.   But  at    the same    
time    we    know    that    many States    have    
allowed    their   grants, 

which are granted by the Central Government, 
to lapse because of the want of finance. And 
now there is move that all the electricity 
concerns should be in the hands of the 
Government and should be worked through an 
Electricity Board. Some Boards have been 
formed in certain. States* and others are going 
to be formed. But in this, too, I want to know 
whether they are making the same profit, or a 
reasonable profit, which was made by the 
private companies, or, are thej-working in 
loss? Now, take the example of transport. 
Transport has been nationalised and after the 
nationalisation we find that there*is a huge 
loss. Now, the Government might say, well 
we just want to do it for the Welfare State. 
But at the same time I cannot understand that 
when this transport was in the hands of private 
individuals, they were making huge profits. 
The private industries were making huge 
profits and were paying a good amount of tax 
to the Government. How it is that when it 
comes in the hands of Government they run at 
a loss? So, in these things, I think, a probe 
should be made and there should not be the 
idea that because we are working for a welfare 
State we should let go the profits. Profits 
should be made, but it should not be heavy. 
Even if you make five per cent, on the outlay 
that Government is making then, I think, the 
Government coffers will be supplied with 
amounts which will be quite commensurate 
with carrying out the Second and the sub-
sequent Five Year Plans. 

There are certain other things that I might 
propose. Now, the raw film is not 
manufactured in India and we are spending 
crores of rupees for the importation of films 
for the cinema industry, for photography and 
for medical purposes. I think it is the duty of 
the Production Ministry to take this in hand 
and if they run this industry on proper lines, 
there is profit in it. Also, the manufacture of 
insulin. I think we are importing insulin worth 
crores of rupees. In the same way,  there is the 
petroleum 
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[Shri D. H. Variava.] and the coal 
industry which Government is going to 
nationalise shortly. In these, too, efficiency 
must be the prime factor. If these things are 
not run efficiently, then, I think, the huge 
profit which the petroleum companies are 
now making will be lost to us, because 
petroleum is priced highest in India than in 
any other country. And if we have got a 
petroleum company, Government could see 
that it is run on proper lines and profits are 
paid into the Government funds. 
i Now, I do not want to say anything on 

insurance, because other Members have 
spoken on it. But I am sure that there "is an 
assurance from the Finance Minister that 
insurance when it comes under Government 
control will be run more efficiently and that 
Government will get more funds from the 
insurance than what it is now getting and 
also insurance is being extended to the rural 
area. 

Now, there is also the question on which I 
will request the hon. Finance Minister to 
enlighten us, that is, the problem of what is 
called the doing away with the disparity in 
the standard of living and the disparity in 
income. Now there is a suggestion that this 
disparity should not be more than, say, 30 
per cent. I think that on the income of high 
officials they want to put a ceiling of about 
Rs. 1,500. If this is done, I want to know 
from the hon. Finance Minister who is going 
to buy all these new motor cars that we are 
going to produce. I think that they are going 
to be priced at least at about Rs. 15,000. 
When a man earns Rs. 1,500, wil) he be able 
to afford a car if this ceiling on income is 
put? In that case, I am afraid that many 
people who are in service and in private life 
will not be able to make use of these cars. 
Then the problem will arise whether the 
Government should subsidise these people 
to buy cars and so on. So, I think that this 
question must be carefully considered. 

MR.    DEPUTY    CHAIRMAN:    Yes. 
le that all?  

DR. D. H. VARIAVA: IS the time up, Sir? 

MR. DEPUTY CHAIRMAN: The time is 
over. You have taken five minutes more. 

DR. D. H. VARIAVA: I will mention only 
one or two points. In th* last five years, we 
spent Rs. 10 crores on the control of malaria 
throughout India. Now I wish to know how 
we" are going to reduce the incidence of 
malaria, because I find—and many people 
have complained to me—that the mosquitoes 
have increased and malaria has increased. So, 
I suggest .that statistical bureau should be 
attached to the Ministry of Health and they 
should find out whether the money spent on 
the control of malaria is commensurate with 
the results achieved and whether it is doing 
the amount of good work that it is supposed to 
do. 

Well, Sir, as my time is over, I will not 
talk any more, but I will suggest one more 
thing that the Finance Department should see 
that whenever large amounts of money are 
spent, they are well utilised. There is a 
suggestion that a committee should be set up 
to scrutinise the spending of all the 
departments during the Plan period and I 
hope that this committee will be set up not 
only at the Centre but also at the State level 
and a man from the Centre should be on 
those Committees to see that the money is 
spent well. 

With these words, I support the Bill. 

SHRI P. N. SAPRU (Uttar Pradesh): Mr. 
Deputy Chairman, Sir, I happen to have a 
bad voice today and the House will forgive 
me if I am not able to make myself properly 
heard. 

I wish to make a few remarks on the 
Finance Bill and in doing so, I do not 
propose to go into details so far as 
individual, items are concerned. It is 
possible tp take the line that individual items 
of taxation are very harsh.   They are    of    a    
staggering 
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nature and they are, in some respects, you 
may say, unjust. But you do not solve the 
problem by saying that. The big question that 
one has to make up one's mind about is 
whether it is right and wise and proper that 
this country should aim at the implementation 
of the Second Five Year Plan in the period 
contemplated by the Plan period, that is, five 
years. If it be our objective that the Second 
Five Year Plan should be implemented, 
obviously there will have to be, in order that it 
is carried through, an all round increase in 
every type of taxation. 

I said the other day that my preference was 
for direct and not indirect taxation. The hon. 
Finance Minister quoted from the 
observations of the Taxation Enquiry 
Commission and he pointed out that the 
Commission had visualised taxation which 
was not limited only to direct taxation, but 
which included indirect taxation also. Now it 
was not my view that we should limit 
ourselves only to direct taxation. I said that 
my preference was for direct taxation. Where 
there is a choice between direct taxation and 
indirect taxation, I choose direct taxation. 
That is my personal, individual philosophy. 
But even so far as indirect taxation is 
concerned, one has to ensure that its incidence 
is such tbat it does not fall heavily upon the 
poor. We know that we have staggering 
poverty in this country. The poverty of this 
country is something unimaginable. It has 
been the subject-matter of comment by almost 
every thinking foreigner who has visited this 
country and if you were to tax people in such 
a way as to lower their standard of living in 
order that at some future date their children 
and children's children might prosper, well, 
you may do it and yet not be able to do 
anything of substance so far as the children 
and children's children are concerned. That 
being so, it is difficult to suggest any 
alternative means whereby this Plan should be 
financed. I think that the Plan has to be 
carried through. We must make up our minds 
that it should be 

I carried through. I think that the I proposals 
in the Finance Bill will be found on the whole 
to be not too unreasonable. I will put it 
negatively. I say 'not too unreasonable' 
because I do not like a tax on soap. I would 
like people to make more use of soap-in this 
country and I think it will de* good if they 
were taught to use soap a little more than they 
do today. 

Then, I do not like a tax on cloth— 
coarse cloth. I think that food, shelter, and 
clothing are the prime necessities of life 
and the poor people are-scantily clothed in 
this country. I wish it were possible for 
them to be better clothed than they are and 
they should be made to feel joy in feeling, 
that they are well clothed. I do not like this 
tax on cloth. Now, Sir, I ara not bothered 
about the tax on motor-spirit. I think, the 
people who use-motor-cars are somehow 
able to find the ways and means of paying 
this, tax. But I do think that the question of 
a tax on kerosene oil needs consideration, 
and there is the question of sales tax on 
consumption goods like food grains and 
salt, about which we look in the old days a 
definite stand. 

Apart from this, Sir, one feature of the 
Plan which fills one with a little anxiety is 
that nearly 25 per cent of the deficit is 
going to be left uncovered. Now this is 
unorthodox financing. I am not very much 
in love with orthodox financing. I think it is 
possible to experiment in finance. And, in 
any case, there is no> reason to assume that 
the uncovered deficit will give rise to any 
inflation. I suppose, the population will in-
crease, its standard of living will increase, 
production will increase, and all that will 
have a stabilising effect, on prices. 

Then, Sir, there is another point with 
regard to foreign aid. Now, we are 
expecting foreign aid to the extent of about 
Rs. 800 crores. I "am. not very good at 
figures. As a matter of fact, I cannot 
ordinarily remember any figures. But, I 
think,we are expecting about Rs. 800 crores 
of foreign aid-Well, we do not know what 
the atti- 
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IShri P. N. Sapru.] tude of certain countries 
will be. But we are not going to change our 
foreign policy or modify our foreign policy in 
order that we might be able to get foreign aid. 
We are not opposed to foreign aid, provided 
we .get it on terms consistent with the interests 
of our country and consistent with the self-
respect of this country. But we may be certain, 
as the Finance Minister said the other day, that 
we shall get about Rs. 400 crores of foreign 
aid. We shall get some aid under the Colombo 
Plan, we shall get some aid from the Interna-
tional Monetary Fund, and we might probably 
get some aid from Canada, and I suppose we 
might count on some aid from the U.S.A., the 
Ford Foundation and Congressional 
discussions notwithstanding. But I think, our 
effort should be to make ourselves more and 
more self-reliant. Perhaps it is inevitable that 
we should think in terms of foreign aid, but 
this foreign aid can, if carried too far have 
adverse results. Thereforei we should learn to 
be self-reliant. 

Reference was made by Dr. Mookerje, in 
his very learned speech, to the economic 
progress of Western Germany, and he thought 
that Western Germany, had been able to pro-
gress rapidly, had been able to make very 
considerable advances after the War in her 
industrial development, as the taxation there 
was comparatively low and industry had been 
left in the hands of private enterprise. Well, 
India is not Western Germany, and that fact, I 
think, Dr. Mookerji absolutely forgot. Private 
enterprise has not played its part in this coun-
try. The old school of Gladstonian Liberals 
used to think that if you were to leave money 
in the hands of the people, well, they would 
make use of it, and therefore the taxes be lowv 
But things are changing, the entire world is 
changing. The Indian pepole are not the 
German people. And in the next few years, the 
State in this country will have to play a more 
important part than it did before.    
Intervention  by   the   State  has 

come to stay in this eountry, and one need not 
regret the fact that it hae come  to stay     
permanently in     this country.   The amazing 
thing about it is the way in which, without    
much discussion,  we   all have  accepted,  in 
some  way  or  other,    the    socialistic 
concept of economic organisation.   Mr. 
Deputy  Chairman, while, therefore, it I   is   
right   and   proper  that   the  public sector 
should play an increasing role in our national 
life, it is also important  that we should ensure 
by good administration  that  the public  sector 
is worked to the maximum benefit of the   
people  of  this  country.   In  life, not   only   
the   enunciation   of   fundamental   principles,  
but  also  the  way they    are    actually    
implemented    is important.     We   may   
have   the   most excellent  plans,   and   yet  
those  plans may fail, because the  way in 
which you   implement  them  is     not     good 
enough.    It is, therefore, necessary to attach 
the highest importance to efficiency in our 
industrial organisation, and it is necessary for 
us to ensure the highest degree of    efficiency    
in   the carrying  out  of   State  enterprises. If 
there  is  something  wrong happening in a 
State enterprise, you immediately get a 
comment in the    press    saying, "Oh,   after   
all,   the     Government  is managing this  
concern,   and     everything seems  to have 
gone wrong with the  Government  
management."    One never  cares  to  enquire     
about     the large   numbers   of  mushroom      
companies—I   think   the   new      company 
law has made  the position    a    little better—
which go into liquidation and which cheat the 
poor man.    But one wrong does not make 
another wrong right,   and  therefore,   it  is  
necessary for us to ensure that our State indus-
tries are worked by men of capacity, of  
integrity,   of character,   of knowledge, and of 
skill, and there should be   no   nepotism  in  
making  appointments   and   giving  
promotions.    I  am wondering, Sir, whether it 
is not time for us to think in terms of an 
Economic  Administrative     Service,  a   Ser-
vice for our economic enterprises. We have  to   
think   somewhat  along  new lines.    In the  
olden  days,  the     civil servant was good in is 
own way. He 
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had a liberal education. He had an education 
in classics or in mathematics, which was very 
useful in those days. These are days of 
specialisation and what we want today is a 
more specialised type of service for running 
the economic machinery of our State. 

MR. DEPUTY CHAIRMAN: I fear that I 
have transgressed the time-limit, and I will 
not therefore weary you with any further 
remarks. Thank you. 

 



551 Finance [ RAJYA SABHA ] Bill, 1956 552 

 



553 finance [ 27 APRIL 1956 ] Bill, 1956 554 

 



555 Finance [ RAJYA SABHA ] Bill, 1956 556  

 

SHRI H. P. SAKSENA (Uttar Pradesh) : Sir, 
my hon. friend the Minister for Revenue and 
Civil Expenditure made a remark yesterday 
that I had missed the bus. I may remind him 
that I go to a bus station or a railway station 
much ahead of the time and therefore, there is 
never any danger of my missing the bus. 

SHRI M. C. SHAH: Being an old man. 
THE DEPUTY MINISTER FOR PRO-

DUCTION (SHRI SATISH CHANDRA): The 
Minister for Revenue and Civil Expenditure 
does the same. 

SHRI H. P. SAKSENA: I would hazard a 
suggestion that so far as his great Department 
of Finance is concerned, in future, he should 
prepare his budget proposals which include 
both the revenue side and the expenditure side 
in accordance with the well known proverb of 
cutting the coat according to the cloth. He 
never does that. He prepares the expenditure 
side first and then     tries    t» 
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cover that expenditure by imposing all manner 
of taxes, good, bad and indifferent. That does 
not befit a Socialist State, a Welfare State, of -
which he reminded us so often. Sir, he did me 
another injustice yesterday, by saying that I 
was recommending the abolition of the privy 
purses which I was not. I had only suggested 
that it was time that the privy purses that we 
were paying to the princes should be revised. 
Revision was the word that I used and revision 
is not abolition. The hon. Minister argued also 
about the sacrifices that the princes had made, 
in surrendering their States to the common 
Indian Republic. In that case we should also 
thank the British people and the British 
Government for having surrendered the 
country, the whole of it and for having gone 
back to their island kingdom. If these thanks 
are to be offered, then I am reminded of the 
millions upon millions of people, both dead 
and alive, who rendered all manner of 
sacrifices for bringing about the independence 
which the whole of the country is today 
enjoying. My hon. friend was niggardly in not 
mentioning a word of gratitude to those friends 
who have  sacrificed  their  all. 

SHRI M. C. SHAH: I am one of -them.    
How can    I thank myself? 

SHRI H. P. SAKSENA: Well, I do not want 
my hon. friend to be thanking himself. 

SHRI M. C. SHAH: But I am one •of them. 

SHRI H. P. SAKSENA: For this purpose he 
could have excluded himself from the list. 

Sir, I would invite my hon. friend io make a 
trip and go round for a few minutes outside the 
city of Bombay, outside Ahmedabad, and to 
have a glimpse of poverty, squalor, hunger, 
want, disease, illiteracy and unemployment, in 
order to get a picture of the way of life of the 
poor people who are all—and none is 
exempted— ^affected  by  this heavy  
taxation. 

28 R.S.D.—3 

[THS   VICE-CHAIRMAN    (SHRI   P.   S. 
RAJAGOPAL NAIDU) in the Chair] 

I still call it heavy and yet I do not yield to 
any one in my desire, in my burning desire for 
the implementation of the Second Five Year 
Plan for which everybody knows huge sums 
of money and resources are needed. But there 
are other ways of getting the money and those 
other ways, I submit, have not been properly 
explored and the axe is applied only on the 
vulnerable points of the bodv politic and not 
on those bodies that are fat enough and strong 
enough to suffer the wounds of the axe. I do 
not grudge the imposition of taxes on those 
who have got the capacity to pay them. But I 
cannot support the idea of my hon. friend the 
Minister for Revenue and Civil Expenditure 
snatching the morsel of food from the mouth 
of a poor child who has got that morsel of 
food after two or three days of starvation. 
Things are coming to that and I warn my 
friends of the administration to be very 
watchful and cautious about the consequences 
that lie in store for us all to bear. Unity, our 
Prime Minister insists, should be our 
watchword. I say, security and unity both 
should be our watchwords; and there are 
means and means by which security can be 
maintained. It will not descend from the sky, 
it will have to be built up by ourselves. 

I find it very very difficult to re 
concile myself to the imposition of 
any taxes, whether they be at the 
State level or at the level of the 
Centre, on food grains, coarse cloth, 
kerosene oil, washing soap which is 
meant exclusively and purely for only 
„ the poorest among the    poor. 

Yet, we all advise them to keep 
clean, day in and day out, to live in hygienic 
conditions and to lead a clean and tidy life. 
Now, Sir, soap is as gre^t a necessity as cloth 
and the food that we eat. Even the poor, in 
order to save a few annas that they will have 
to pay to the laundry or tbe washerman, wash 
their own clothes, at  our own  instance,     
according     to 
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(.Shri H. P. Saksena.] our own advice to 
keep themselves clean by means of that soap 
and yet soap is being taxed at so many points 
that it becomes rather impossible for a poor 
man to spend even a few pies on the purchase 
of soap. Then, last but not the least is the tax on 
salt with which a long history, a pious senti-
ment and the memorable ev-mt of ib* Dandi 
march is associated. For me, it would be worse 
than death to subscribe to and to vote for the 
imposition of any tax on salt at any stage what-
soever. So long as I am here, I shall not vote for 
a salt tax even if it be against the discipline of 
the party to which I belong. Whenever our 
Government does a little good job cf work, we 
are all praise for it; we even praise the 
Government when it . does not do that good 
work because we are confident that it will be a 
calamity of the first magnitude if this 
Government is, somehow or other, replaced by 
any other Government. Why? Not that we are 
fond of power of which we are accused every 
bour— we are not fond of power—but we are 
realistic people and we know that no other 
group, no other party is capable or strong 
enough to solve the problems, the very 
complicated and complex problems of this 
great country. We have been trained under 
tutelage of Mahatma Gandhi and we know how 
to sacrifice, how to work hard and how to 
administer things. We have got some little 
experience <".f administration also and we 
have trained young men as our second line of 
defence and I find it in the person of my hon. 
friend, Shri Satish Chandra. Therefore, all these 
things taken together, testify to our capacity to 
imagine and understand the future of the 
country in its true perspective. 

It was only the other day that cir worthy 
Chairman reminded us that we sometimes talk 
on nothing. I hope I am not talking on nothing; 
I am talking on fundamentals and T am. every 
moment of my speech, conscious of the fact 
that tha Appropriation Bill which we finished 
yesterday v/as a Bill for expenditure and this 
Finance Bill  is  a series of tax measures .ind 

proposals and that this reflects the taxation 
policy of the Government nf India from which 
all- consequences flow and follow until at last 
we come to the way in which this huge amount 
of tax that we collect will be spent. Personally 
I am confident that every penny that we collect 
from the tax payer to whom we are answerable 
i$ properly spent and adequately accounted 
for. The Five Year Plan, as-I understand it, is 
intended to enthuse every citizen of India to 
live with economy, to save some of his money 
and to invest it in the Plan pool, to-be 
motivated by the feelings of patriotism and to 
make the Plan a success-within the scheduled 
time of five years. With this background all 
our hopes-are bound up with the Plan. Let us 
all make a Herculean effort, make untold 
sacrifices and take every possible step in order 
to implement the-Plan, but pray do not 
sacrifice us at the altar of the Plan. If we are 
gone, if the country is devastated and ruined, if 
people die of hunger and starvation, who is to 
foot the bill of the Plan? So, with this little 
reservation. I am at one with those who want 
the Plan to be implemented and to be made a 
complete success. You will remember that 
during our struggle for freedom, we had only 
one idea working behind our minds and that 
fc* contained in the couplet which I am just 
now reciting: 

 
We worked with this idea in our struggle for 
freedom. We are going to repeat it in order to 
make the Plan, which is nothing but a blue-
print for the coming prosperity of the people of 
India, a success but it becomes all the more 
necessary that thos^ who are ready to sacrifice 
their alitor the implementation of the Plan 
must be permitted to live, if not comfortably 
and luxuriously, but at least a life which is life 
and not only existence. I make a difference 
between living and existing.      At present the- 
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majority of our people only exist; they do not 
live. Now, I want them to be permitted to live 
so that life should not be a burden. 

THE VICE-CHAIRMAN (SHRI P. S. 
RAJAGOPAL NAIDU) : You have two minutes 
more, Mr. Saksena. 

SHRI H. P. SAKSENA: Just two minutes 
only? Then I v/ill deal with only two or three 
things at the rate of one minute each. 

We are, in this Parliament, political animals 
and we are always having the coming General 
Elections before our minds' eye. We cannot 
lose sight of that great event that is going to 
happen and we mean to win the elections with 
a thumping majority no matter what party 
opposes our candidates. But then, the 
background for that success and victory at the 
polls must be prepared by as. It is not a proper 
thing for any State to be taxing kerosene, salt, 
coarse cloth and food grains even. That will 
spell disaster; that may ruin our chances of 
success which are very bright. Now, it is so 
easy, Sir, to nod one's head in dissent, but it is 
very difficult to meet the music of the elec-
tions. The rising prices are a constant sore and 
the middle-class people and the poor people 
find it very difficult to meet the two ends of 
their daily budget. We should have regard ' for 
them. I would like the hon. the Finance 
Minister to be a little more humane and to 
have before him the condition of the poor 
people, who have got nothing else to look to 
but the Government under which they live. So 
we cannot afford to forget them, we cannot 
afford to neglect them. 

Now the Second Five Year Plan is based 
on the industrialisation of the country and 
industries alone can bring us money. We are 
all agreed on that point, but then, industries 
take time to materialise and the time at our 
disposal is very short. Even this short time can 
be lengthened a little bit. For instance, this 
Five Year Plan can very  well  be  extended  
by  one  year 

and instead of five years we can implement it 
in six years. It will not make much difference, 
because the First Five Year Plan is there; most 
of the things have been completed, and others 
we can start in fewer numbers. That won't 
make much difference, but the country will be 
saved; the common man will be saved, and 
the hungry man will be given a morsel of 
food. 

One point more and I shall resume my seat. 
I emphatically repudiate the suggestion made 
by my hon. friend, Mr. Mahanty, advocating 
the use of liquor and opposing the idea of pro-
hibition. That is again a matter to which I 
shall never subscribe. Let Mr. Mahanty be 
fond of his champagne or anything like that. 
But then, I strongly repudiate that idea and I 
hope nobody in this House and nobody in the 
Government will ever support it and that, in 
due course, in the very near future, prohibition 
will be the established policy of the 
Government of India throughout the country. 

With these words, Sir, I support the Finance 
Bill because I find myself in a very helpless 
position, in such a helpless position in which I 
never found myself previously, that I cannot 
change even a comma or even a full stop of 
this huge volume of the taxation proposals. 
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"The amendments made in the Income-
tax Act by section 4 and clause (b) of 
section 15 shall be deemed to have come 
into force on the 1st day of April, 1955, and 
the amendments made by sections 3 to 27 
inclusive shall come into force on the 1st 
day of April, 1956." 
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SHRI RAJENDRA PRATAP SINHA 

(Bihar): Mr. Vice-Chairman, we have to view 
this Finance Bill in terms of the requirements 
of our developing economy, i Does it fulfil 
that requirement? We have fresh taxation 
proposals and thereby it is attempted to raise. 
some recourses. There may be difference of 
opinion on individual items but on the whole 
it can be agreed that the total amount 

j to be raised by way ot taxation nas been 
attempted in this Bill. Of course, there are 
various other avenues of taxation which the 
Finance Minister has not attempted to touch 
to which I shall come a little later. 

To a very large extent the Finance Ministsr 
has depended upon deficit financing. For this 
year he proposes to have deficit financing to the 
extent of Rs. 350 crores. I raised this issue at 
the time of the general discussion i of the 
Budget proposals and some L developments 
have taken place which oblige me to raise this 
issue again in this speech. Sir, on the 7th of last 
month I said, quoting from the Draft Plan, that 
"up to a point it is safe, even necessary, but 
beyond a point deficit financing is inflationary. 
Now, we would like to know what is this, 
critical point? Up to which point • you can go 
on safely resorting to deficit financing and 
beyond that it may not be safe to do so, which 
will involve greater risks?" Then, Sir, I gave 
my own analysis of the. situation and my own 
comments on deficit financing to which the 
Finance Ministsr replied in a very confident 
note. He said on the 8th of last month: 

"I can assure the House that I shall be 
careful. We have had a certain amount of 
experience. We know now which indicators 
to study and watch, A little more 
experience has been gathered and we shall 
see how we get along. This is also an 
argument to those who stats Rs. 1,200 
crores is too high a figure for deficit 
financing in the Plan. That is a matter of 
'macro planning'." 

Thjs is what he said.        , 

Now, this very clearly indicates the 
confident note of the Finance Minister and 
indicates further that the Finance Minister 
knew all about it and about the impact this 
deficit financing might have on the Indian 
economy. In the meantime, we have had some 
experience of the deficit financing and its 
impact on our economy. I shall draw your 
attention to an article in. 
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[Shri Rajendra Pratap Sinha.] Commerce 
dated 31st March 1956 in which they have 
tabulated certain price rises as economic 
indicators. Now, they have given the prices a 
year ago, early in January 1956 and latest 
available. 

 

Now, Sir, you will find that there 
has been a phenomenal rise in prices, 
particularly in regard to some of the 
articles. R is good that the agricul 
tural prices Ihave risen. As I said the 
other day, it has brought the prices 
of agricultural commodities to equit 
able parity with the manufactured 
articles. Put the general upward 
trend in prices is rather alarming. 
Now, is this planning? A very signi 
ficant and revealing remark has been 
made by the Commerce in its 
issue of 31st March 1956 in the article 
which I have just quoted. I will read 
out a few lines from that ........................  

SHRI M. C. SHAH: Give your own views 
rather than those of the Commerce. 

SHRI RAJENDRA PRATAP SINHA: 
"When the country was faced with surpluses 
of certain agricultural commodities last year, 
the Government was advised by a section of 
the business community and the Press, includ-
ing this journal, to buy them' and build up 
buffer stocks to meet situations of the type 
through which the country is passing now. 
This advice was not heeded. It will be 
pertinent to recall here that, when Mr. T. T. 
Krishnamachari visited Bombay early in 1955 
to study the position. he realised the value of 
this advice. He actually telephoned to Mr. C. 
D. Deshmukh asking for funds to    bur 

cotton and store it on Government 
account. But Mr. Deshmukh refused.. 
Further, many were of the view that 
the Bank rate should be reduced and 
credit made available cheaply and 
easily for enabling merchants to- 
buy      and hold      stocks. But 
the Government did not concur 
with it.      Indeed,       instead      of 
conserving the surpluses within the country, 
the Government took all possible steps to 
encourage their export. Quantitative and 
qualitative restrictions on exports were 
relaxed. Export duties were reduced. 
Shipments of foodgrains were freely permitted 
and it was proudly claimed that India was in a 
position to export rice, wheat flour  and     
wheat     products,    coarse- 
grains, pulses, etc ______ The    argument 
that such exports brought in foreign exchange 
will stand no scrutiny, for,-in the coming eight 
or twelve months, more imports of cotton, 
wheat, rice, staple fibre and rayon, not to men-
tion vegetable oils, may be found necessary." 

Now, Sir, the Government stands* charged 
with negligence for not taking a farsighted 
view. They have wasted the foodgrains and the 
other products of agriculture by exporting-
them, although our party and many others had 
advocated that the resources of the country 
must be conserved to meet any emergency 
situation. Now, this complacency and the -
failure on the part of the Government to be 
farsighted is unpardonable. The Finance 
Minister had assured us that he was confident 
that he would be able to control the situation, 
but his confidence is also now shaking, as is 
evident from the speech that he delivered at the 
University Forums during this very month in 
the Central Hall of Parliament. Now, it has 
been reported that the Finance Ministry said: 

"What effect that amount of deficit 
finance is going to have on our economy is 
a thing which the Finance Minister will 
have to watch 
with his    fingers    crossed....................we 
have been in consultation with th* 
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best economists that our country can 
produce. We have also had advice from 
various foreign experts, and the more 
advice I get the more confused I become. In 
regard to the possible effects of deficit 
finance the difficulty lies in the subject it-
self because one has to be sure of the   
assumptions   that   one   makes." 

So the Finance Minister ia confused at the 
situation taking its own turn. The buoyancy 
and the confidence of the Finance Minister 
has given place to hesitancy and a search for 
truth. I would, therefore, like to reiterate the 
point that I made in my budget speech, 
namely, that unless there is a radical change 
in the entire approach to the problem of 
mobilisation of resources, it will not be 
possible for us to implement this bold Plan 
without serious dislocation to our economy. A 
bold Plan is necessary for which greater 
mobilisation of economic resources is 
imperative. 

In the light of these observations I would 
like to examine the provision* of this Bill. In 
view of the fact that the prices are rising, it is 
imperative that as a consequence of that the 
concentration of wealth will take place sooner 
than later and tne problem of institutional 
changes in regard to our proposals and 
taxation measures to finance the 
implementation of tha Plan and to bring about 
equality in our society, must be faced boldly 
and immediately. Sir, there is a plan to resort 
to deficit financing to the tune of 1200 crores 
of rupees during the Second Five Year Plan. 
Now, from a study of the Indian economy it ia 
found that for every Rs. IOO of deficit 
financing, there is an increase in note 
circulation by Rs. 70 and Rs 30 go to the bank 
deposit to increase their resources, and the 
capacity of the banks to create credit is 
increased by Rs. 150. Sir, you know that we 
are going to resort to deficit financing to tha 
tune of Rs. 1200 crores, thereby the banks' 
capacity to ereate credit will increase by Rs. 
1800 crores. Now, this surplus credit of Rs. 
1800   erores,   will be available to the 

private sector and it has been estimated by 
various bankers and economists that this 
quantum of credit is far in excess of the 
genuine requirements fof the pnivate sector. 
This will result, therefore, in speculation, 
hoarding and windfall profits, to the industries 
in the private sector. The prices are bound to 
go out of control and in consequence there will 
be greater concentration of wealth. The 
Government will lose its grip on the economy 
which will merely mean that the vast masses 
of people will be put to misery. And it will 
upset alL 
our calculations and plans. 

» 
As I said, the Plan has to be implemented. It 
can only be done if we bring about 
institutional changes of a very radical 
character. We are not against the Plan that has 
been placed before us, but our party has been 
pleading that it will be next to impossible to 
implement this Plan unless radical, 
institutional changes are brought about in the 
taxation measures and in the economy. 

One mild way of getting out of the pinch 
about this deficit financing will be to bring 
about an amendment to the Banking 
Companies Act itself. Banks are required to 
put in a certain percentage of their reserves in 
Government securities. 

THS VICE-CHAIRMAN (SHRI P. S. 
RAJAGOPAL NAIDU): You have two minutes 
more. 

SHBI RAJENDRA PRATAP SINHA: Five 
minutes more, Sir. I have spoken only for ten 
minutes. 

THE VICE-CHAIRMAN (SHRI P. S. 
RAJAGOPAL NAIDU) : You started at 2-28 P.M. 

SHRI RAJENDRA PRATAP 
SINHA:   I will end whenever     you want.    
I will hurry up. 

So, I would request the Government te take up 
immediately the question of amending the 
Banking Companies Act, so that that surplus 
credit that is now made available to the private 
sector may be mopped away and the i  banks will 
be required te pat    in a . 
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[Shri Rajendra Pratap Sinha.] larger 
percentage of their    resources m  
Government securities. 

The wealth tax and the purchase tax are a 
necessary corollary to the amount of deficit 
financing that we ars going to have. Now, the 
Finance Minister is still hesitant to take these 
measures. Any undue waste of time will 
create further complications and to my mind, 
it appears that ths effective implementation of 
the wealth and purchase taxes will become 
impossible once greater concentration # has 
taken place as a result of this heavy dose of 
deficit financing. 

Now the taxation proposals are not 
to be considered only from the point 
of view of mobilising the resources 
but aho from the angle of income 
redistribution. The Draft Plan says 
that one of its major objectives is 
"reduction of inequalities in income 
and wealth and a more even distri 
bution of economic power." We do 
not see any step taken in this Finance 
Bill to give effect, in the first year 
of the Plan, to this very important 
objective. Sir, am I to infer that 
this important objective will remain 
a paper objective throughout the 
Second Five Year plan period? There 
is no evidence to show that even a 
mild and short step has been taken 
in this Finance Bill to implement 
this objective of the Plan, namely, 
a redistribution—and' equitable dis 
tribution—of income. On the cont 
rary, I have found that the Finance 
Minister has categorically declared 
that he does not propose to bring 
in any ceiling on incomes because 
it will be against the interests of 
the developing economy and will act 
as a deterrent against incentives. 
Sir, I do not agree with him. He 
merely views taxation—like the 
taxation     Enquiry Committee—as 

a weapon to mobilise resources and he does 
not want to view it as an instrument of 
income redistribution. Now, if deficit 
financing to this extent has to take place and 
if the objectives of the Plan are to be . 
achieved, he has got to give up that 

stand that he has taken. Incentives can be of 
other types. Higher income cannot be the 
only incentive, we can have national awards, 
social prestige and economic power which a 
man gets and these give sufficient incentive 
for greater exertion and effort to be put forth 
by the private sector. 

I would like to make one more point. 
Certain rebates have been given in the matter 
of use of automobiles. I would like to draw 
the attention of the Finance Minister to the 
greater importance of giving rebate on 
expenses on the higher education of children 
and like other countries, I think that we 
should first think of giving an exemption 
from income-tax on expenditure on higher 
education rather than on the use of .motor 
cars. Education is important both from the 
individual and national points of view. 

SHRI J. S. BISHT:   Mr. Vice Chairman,  at 
the outset,    I    must    heartily   congratulate   
the     Minister     for Revenue   and   Civil   
Expenditure   for the   energetic   action     that     
he     has taken  against some  corrupt     
officials of      the      Income-Tax    
Department. It is a matter for gratification 
because theoretically,   we   always   decry   
corruption, but when it comes to a question  of  
taking  practical  action,  very few people have 
the courage    to do that.     Therefore,   it   is   
very   gratifying that the Minister took the 
action that  ha  did  in instances  which     ne 
related before the House.    He is well aware  
that    there    are  1,200  officers in  that  
Department.     I  have     been one   of   the      
stoutest      defenders   of government officials 
even at the cost of personal  popularity,     
during    the long  debate  over  the  Criminal   
Procedure  Code   (Amendment)   Bill  and 
also when the Prevention of Corruption  Act 
was under  discussion here. And   they   
deserve   defence    because they are not  
present here to defend themselves   and  T  am  
satisfied     that a  very large  proportion of     
government official?  are loyal  and    honest; 
otherwise,  the   business   of  the  State would 
not have been  carried    on hi 
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the mann?r in which it is being 
carried on. Yet, we cannot shut, our 
eyes to the fact that there are cer 
tain departments in which there are 
some officers who bring a bad name 
to the Government. The Railway 
Corruption Enquiry Committee Re 
port is a revealing document. There 
are other departments like the 
Engineering Department where—for 
instance in the Hirakund Project and 
the Bhakra-Nangal Project—we see 
engineers being hauled up and be 
ing suspended and enquiries being 
held. Similarly, there are in the 
Income-tax Department in the cate 
gory of Income-tax Officers, a 
fair number of such 
corrupt officials. I should put the 
number at at least 10 to 15 per cent. 
Out of the 1,200 officers, there would 
be about IOO still there and if the hon. 
Minister for Revenue and Civil Ex 
penditure carries on this work of 
purging the Department in the man 
ner in which he has done, I am sure 
that within the next five years, he 
will completely wipe out corruption 
from that department. It should be 
a model as the Judicial Department of 
our country is and that is the only 
reason why I am not in favour of cer 
tain clauses of this Bill. 

Sir, in my speech on the Appropriation Bill, 
I made a reference to the tightening up of the 
collection department, and the hon. Minister 
has made an appeal that such Members should 
support this Bill wholeheartedly. I can assure 
him that I for one wpuld support any measure 
of taxation wholeheartedly, provided there are 
three conditions fulfilled'. Firstly, the 
Government should be careful to see that there 
is no waste of public funds. There should be 
no competition among the various 
departments that because the 31st of March is 
coming, so they must willy-nilly spend the 
money allotted to them, lest it be said that the 
departments have not kept up to that particular 
level. Sir, the moneys raised out of taxation 
should be treated with very great care, and if 
the Government takes care to see that there is 
no waste in any department 

and that the work that is carried on is carried o 
I with the utmost economy, then certainly the 
hon. Minister can depend on our support. 
Secondly, Sir, there should be no corrruption. 
When the people find that the money is going 
into the pockets, say, of engineers and 
contractors, then naturally, they are very 
angry about the question of taxation. And, Sir, 
my third condition is that the Government 
should take every step to see that there is no 
inflation, because inflation is the worst type of 
taxation that you can ever imagine. If these 
three conditions are satisfied, that is to say, 
there is no waste, there is no corruption, and 
there is no inflation, then for carrying out the 
Plan, whatever be its dimensions, the 
Government can rest assured of public 
support, and the support of Parliament. 

Now, Sir, coming to this Bill, I have only 
three objections to it. Firstly, if you look at 
this Bill, you will find that it consists of 38 
clauses, and out of these 38 clauses, 28 
clauses relate to the amendment of the 
Income-tax Act. It is therefore not understood 
why a separate Bill to amend the Income-tax 
Act was not introduced in the Houses of 
Parliament. As you know, Sir, the time for 
debate and discussion of all the relevant 
clauses pertaining to the Finance Bill is very 
limited. As the hon. Minister himself 
announced yesterday, it has got to be passed 
by this House by this evening, so that it may 
be taken tomorrow, which is the last date, for 
obtaining the assent of the President. So, Sir, 
these are the conditions under which we have 
to examine this Bill. And it makes very drastic 
changes in the Income-tax law. Therefore, I 
submit Sir, that that is not proper. And I must 
record my protest against this plan of carrying 
out extensive amendments to the Indome-tax 
law by the back door, by introducing them in 
the Finance Bill, where there are only ten 
clauses relating to other things like the Tariff 
Act etc. 

Then, Sir, my second point is with i regard 
to cluse 18, to which I must I   object.    It 
purports to amend section 
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[Shri J. S. Bisht.] 34 of the Indian 
Income-tax Act, wherein there was a limit 
fixed for the opening of the accounts, and 
that time limit was eight years. I think, eight 
years is a pretty long time. Now that limit is 
being dropped and something else is being 
provided for. Now, Sir, the hon. Minister 
must realise the position of the assessee as 
well. It is true to say that there is conceal-
ment, and it is also true to say that there is 
fraud. That is there in every walk of life, but 
that is no reason why you should put every 
assessee, honest or dishonest, to such fear. 
Sir, even in the Government departments 
there are rules for weeding out certain 
papers. I suppose, the rule is that after every 
three or five years certain papers have got to 
be weeded out. Even ordinary receipts have 
to be weeded out after three years. Therefore, 
to ask an assessee to bring in accounts for a 
period of more than eight years is unfair, and 
especially when there are certain corrupt 
offi-eials who can easily abuse that power. I 
think, it would be wise on the part of the 
Finance Ministry not to abolish this time 
limit. No particular cases have been brought 
out, and no statement has been placed on the 
Table of either House of Parliament in order 
to show that this time limit of eight years has 
affected very adversely the public exchequer. 

[Ma. DEPUTY CHAIRMAN in the Chair] 

Then, Sir, the second clause to which I 
have very freat objection in the cir-
cumstances is clause 20. By this clause, Sir, 
a very extensive power is being vested in 
the Income-tax Officers, namely, that they 
can— 

"enter and search any building or place 
where he haa reason to believe that any 
books of account or other documents 
which in his opinion will be useful for, or 
relevant to, any proceeding under this Act 
may be found and examine them, if 
found; 

seize any sach books of account or 
other documents or place marks •f 
identification thereon or make extracts er 
copies therefrom; 

make a note or an inventory of any other 
article or thing found in the course of any 
search under this section which in his 
opinion will be useful for, or relevant to, 
any proceeding under this Act;". 

Now this is a very wide and sweeping power 
that is being vested in them. Even if you want 
to give this power to-them, you must put 
certain limitations on it and say that he may go 
to the premises of the assessee and seize the 
documents, if any. But that is not so here.    It 
is stated that "Subject    to 
any rules made in this behalf__________ " I 
do not know what the rules will be. But here it 
has been laid down that "Subject to any rules 
made in this behalf, any Income-tax Officer 
specially authorised by the Commissioner in 
this behalf may enter and search any 
building ____".   The   clause does    not 

say "the building of the assessee". It says "any 
building". And he may say "Well, I suspect 
that your son, or your wife, or your servant, or 
somebody else has concealed certain docu-
ments." He can enter any building. Sir, such 
wide and sweeping powers are being vested in 
the Income-tax Officers. Even if there are 50 
corrupt officials in that set up, do you realise 
what an engine of oppression it can be to any 
assessee whatsoever? After all, in a democratic 
set up, when you have certain fundamental 
rights under the Constitution, a plain man must 
have certain rights as against the policeman. 
Otherwise, it becomes a police State. I 
therefore submit, Sir, that the hon. Minister 
should sec to it, .at least when the rules are 
framed under this clause—now it is too-late for 
him to amend it—that tht* wide power is not 
likely to be abused by any of the Income-tax 
Officers. Although he has to take th* permis-
sion of some of those Commissioners, after all, 
what can the Commissioner do, when the man 
on the spot, namely, the Income-tax Officer, 
gives hirn • certain type of report and makes 
out a prima facie case? He has to tak* action 
under the guidance of. that Income-tax Officer. 
In these circumstances, Sir.   I feel that this    
power 
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which was never given to any Income-tax 
Officer under the Income-tax law up till now, 
should be very sparingly used, and the 
Government should see •do it that it is not 
likely to be abused. 

The last point, Sir, is with regard to deficit 
financing. I entirely agree with what Mr. 
Chandulal Parikh said yesterday on this 
subject. It was a very welcome and a revealing 
remark, coming as it did from a capitalist gen-
tleman. I have noticed that in this country, the 
capitalists and the indus-'trialists, as a class, 
have been in favour of deficit financing. In 
fact, they control the press in this country, and 
you will have noticed that in the press also 
there is a strong bias in favour of deficit 
financing. Recently when there has been a rise 
in prices, they are trying to play it down by 
saying that it is not a sign of inflation. The 
fact, however, is that we are trying to over-
reach our resources. I think in the other House, 
the hon. Finance Minister made a remark to 
the effect that there was a choice before the 
country, and that the country could have either 
development with a certain amount of risk of 
inflation, or it should be content with 
stagnation. With due respect to the Finance 
Minister, I would say that that is not a fair 
approach to this problem. In the First Five 
Year Plan, this country has spent about Rs. 
2,000 crores or Rs. 2,200 crores on 
development. Well, that is not stagnation, and 
nobody has said that that is stagnation. In fact, 
we are claiming that this expenditure of Rs. 
2,200 crores has lifted this country to some 
extent, from its backward or under-
development state. Now, if for the next Five-
Year Plan, we provide Rs. 3,600 crores or Rs. 
3,800 crores as expenditure to be incurred, that 
would be twice the amount of the First Five-
Year Plan. By no stretch of imagination would 
anybody ;say that that is stagnation.   We    are 
3 P.M. 
all anxious that there should be development. 
We are all anxious that there should be 
development as quickly as possible, but we 
must see f.hat the development is with 
stability 

and not with instability for the simple reason 
that, if we are not careful on this point, we 
shall be defeating our very object, if inflation 
begins as the signs show that it is beginning, 
in view of the fact that about Rs. 200 to Rs. 
250 crores of additional money has been 
pumped into the market and there is a visible 
sign of a rise in prices. The price index is now 
387 as against 377 or something in March 
1955. In these circumstances, if this goes on, 
then you cannot stop the clamour for a rise in 
wages, and if you cannot stop the clamour for 
a rise in wages, you cannot stop the rise in 
prices, and then the vicious spiral will begin. 
Then, you will find that your Plan which is 
estimated to cost Rs. 4,800 crores will cost 
you Rs. 10,000 crores. Lastly, there is no 
shortcut, I firmly believe, to development. If 
by printing more money, you can develop, 
Russia would have been the first to do it with 
all the totalitarian apparatus of the State at 
their disposal. China too would be doing it. It 
is not so easy as all that. The quantum of 
development is measured by the quantum of 
real resources available, and the quantum of 
real resources available is the quantum of the 
total national production minus the total 
national consumption. There is no other 
jugglery or royal road by which you can 
develop except by external aid or by 
borrowing. Therefore I hope that this caution 
this warning against deficit financing will be 
noted. If we are repeating this again and 
again, it is only because we fear the conse-
quences, and the middle classes who suffered 
grievously during the Second World War 
should not be called upon to make this 
sacrifice again. 

Now, one last word with regard to the sales 
tax. Some two years back, I requested the 
hon. Minister for Revenue and Civil 
Expenditure that there should be some law in 
order to bring about uniformity in sales tax. I 
come from the State of Uttar Pradesh. They 
are imposing sales tax, which is perhaps 
necessary, but the difficulty is that there is 
difference in the rate of the tax between Delhi 
and U.P., between  Madhya  Pradesh,     
Vindhya 
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[Shri J. S. Bisht] Pradesh and U.P. or 
between U.P. and Punjab. That creates 
serious difficulties and there is a shift in the 
market and the bazars^ Now that we are 
going to amend the Constitution very 
extensively, I would strongly request the 
Finance Ministry to press for Central 
legislation. Of course, it is a source of State 
revenue and the revenue will go to them, 
but the legislation has to be Central so that 
there is uniformity, whatever the rate of tax 
you may impose. Of course, I concede that 
sales tax is very essential especially in a 
growing and developing economy and you 
will have to impose it. But whatever the 
rate, it should be the same from the Hima-
layas to Cape Comorin. With these words, I 
support the Bill. 

SHHI H. N. KUNZRU (Uttar Pradesh): Mr. 
Deputy Chairman, it has to be borne in mind 
in considering the Finance Bill that taxation 
to the tune of Rs. 36 crores is going to be 
imposed for development purposes. The 
share of tbe Centra) Government will amount 
only to about Rs. 34'15 crores but I think that, 
taking into account the share of the States, 
the total taxation will amount to about Rs. 36 
crores. It seems to be a large sum, but when 
one bears in mind the fact that the share 
market is far from being in a depressed 
condition, one feels that on the whole the 
taxation measures proposed by the 
Government have been well-received by the 
country, but while the magnitude of the 
taxation may not have set undesirable forces 
at work, we have yet to consider whether 
some of the measures that are proposed are in 
the interests of what I might call the 
integrated develoment of the country. The 
industrial development of the country 
depends upon the development both of the 
public and private sectors, and money is 
needed for the development of both the 
sectors. It is from this point of view that I 
want to consider the two measures that the 
Government have proposed. The first 
measure proposed by them is the elimination 
of the rebate of one anna in the rupee   ! 

on income-tax at present given to non-section 
23-A companies. It is true, as the Finance 
Minister said in another place, that that money 
is needed by Government in order to carry out 
the Second Five Year Plan, but is this really in 
the interests of the development of both the 
public and private sectors? So long as our 
development,, in the opinion of the Planning 
Commission, requires progress in both the 
sectors, we have to take into account the 
requirements of both of them. I do not know 
what the effect of this on the money that was 
accumulating in the private sector will be, but I 
suppose that the elimination of the rebate will 
enable the Government to get about Rs. 1J 
crores. We do not yet know whether the 
private sector had enough resources at its 
disposal to fulfil the responsibilities assigned 
to it in the First Five Year Plan. We have been 
given no definite information about it. It is 
therefore necessary for us to ask what the 
effect of this step, which will certainly add to 
the resources of the Government, will be on 
the development of the country through both 
the private and public sectors. 

The second measure which I want to 
consider is the taxation of bonus shares. It is 
true, as the Finance Minister has pointed out, 
that no individual shareholder will pay the tax. 
The tax will have to be paid by the company 
that issues the bonus shares, but in any case, 
even if the company pays it, the liability will 
have to be borne ultimately by the 
shareholders. Now, the argument in favour of 
this step is that the bonus shares* were issued 
in order to make the dividend appear less and 
thus to-, enable the shareholders to escape the 
payment of super-tax. Another argument that 
has been used is that the money at the disposal 
of the funds is used only to buy up existing 
concerns.. Now, bonus shares can be issued 
only with the consent of the authorities. If it is 
found that the manner in which bonus shares 
are being issued is not in the public interest, it 
is in the power of the Government to stop this. 
Indeed they can even take steps    to> 
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impress on the industrialists mat tne money at 
their disposal ought to be used for the carrying 
out of that part of the Plan for which they have 
been made responsible. I do not know how 
much money Government expects to get in this 
way. But supposing that it amounts, say, to 
about Rs. 2 to 2£ crores, the total sum that the 
Government will get will amount to about Rs. 
4 crores. Can the Minister for Revenue and 
Civil Expenditure tell us what the state of 
reserves in private companies is? Have they 
got sufficient money to fulfil that part of the 
plan which has been entrusted to their care or 
not? If he can assure us that the private sector 
will have sufficient funds at its disposal to 
carry out its responsibilities, there can be no 
objection on economic grounds to the 
measures that I have already discussed but if 
he cannot give this assurance, then the mere 
fact that transfer of money will take place from 
one sector to another, cannot be regarded as of 
any great value in the interest of the country as 
a whole. 

The second point which I want to consider 
is the tax imposed on vegetable non-essential 
oils. The total revenue from this source is 
expected to be about Rs. 5J crores. The tax 
will amount to about half an anna per Ib. Most 
of this tax will, I suppose, fall on edible oils. 
At present we know that the prices of 
foodgrains etc. are rising. Is iaTwise that at a 
time like this, we should further take a step 
which will lead to a further rise in the prices of 
food articles? The Government of India once 
imposed a tax, an excise duty of half an anna 
per Ib. on vegetable nonessential oils and 
many State Governments have imposed taxes 
on the sale of foodgrains. What is the effect of 
these measures going to be? Obviously, a rise 
in the prices of food articles and as has already 
been pointed out by Shri Bisht, this will mean 
a demand on the part of the workers for an 
increase in their wages. Should this happen, an 
inflationary spiral will be set up which will 
greatly increase ! the  difficulties both of the     
Govern- 

ment and of the public. The carrying out of the 
Plan will be rendered much more difficult than 
it is at the present time and discontent among 
the public will rise. Now, Sir, I have looked at 
this question from another point of view also. 
Salt tax, so long as it was imposed, brought a 
fairly large sum of money into the Central 
exchequer. So far as I remember, in 1946-47 
which was the last year in which the salt was 
subjected to an excise duty of, I believe, Rs. 1-
9-0 per maund, the total yield amounted to 
about Rs. 9i crores. That is, with a duty of an 
anna and a quarter or so or about half that 
proposed to be levied on vegetable oils, 
Government got about 75 per cent, more 
revenue than they will get from the duty 
proposed by them. Now, I ask him, what is 
desirable in the interest of the common man? 
Government should consider this point not 
from party point of view but from that of the 
interest of the country as a whole. I think the 
question should be seriously examined and 
past history and prestige should be of no 
account at a time when vast sums of money 
are needed for the full development of the 
country. This is a very important matter. It is 
quite possible that when this matter is 
examined, it may be found that the levy of 
excise duty on salt will not have the 
inflationary effect that the levy of an excise 
duty on edible oils-may have. I agree with my 
hon. friend Mr. Bisht that some steps should 
be taken. I mean that it is in the interest of the 
people that some steps should be taken to have 
a uniform excise duty on the sale of foodgrains 
agreed to by the State Governments. I know 
that it is exceedingly difficult when a State 
Government comes to you and says that either 
its proposal with regard to sales taxes 
including taxes on the sale of foodgrains must 
be accepted or they will have no resources for 
the carrying out of the Second Five Year Plan, 
you are in a very difficult position. You have 
either to agree to their proposals or accept the 
responsibility of preventing them from 
carrying out that part of the Plan for which 
they are: 
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[Shri H. N. Kunzru.] made  responsible.   In  
spite  of     this difficulty, some steps should be 
taken to stop the rate at which things are going 
on. 

Lastly I would like to say a word about the 
development of the public sector. At the 
present time, it is in the interest of the 
Government, the public and the Press, that the 
irregularities of which the capitalists are guilty 
should be exposed. But so far as the public 
sector is concerned, the Government certainly 
will not be in a hurry to tell even Parliament 
what exactly is happening. The public will 
have very little means of finding out what the 
state of things there is. And the Press, even if 
it comes to know anything, may not consider 
itself as free to give publicity to abuses in 
government concerns as it is to give publicity 
to the irregularities to which industrialists 
resort. I think, therefore, that some special 
steps should be taken to keep Parliament and 
the public informed of the efficiency of the 
public sector. It is difficult to say what should 
be done in order to ensure watchfulness and 
readiness to prevent abuses. But perhaps a 
committee •consisting of Members of 
Parliament or of Members of Parliament and 
outsiders, will be required to examine the 
manner in which our national concerns are 
being carried on and to report on their 
efficiency. The fact that the public sector is 
expanding can, by itself, be no source of 
pleasure "to us. We must be certain that they 
are being managed with integrity and 
efficiency and I think, as I have already stated, 
steps should be taken at an early date by 
Government to adopt such measures as will 
enable us to know the state of management of 
public concerns. 

DR. SHRIMATI SEETA PARMANAND 
(Madhya Pradesh): Mr. Deputy Chairman, 
when speaking on the Finance Bill I would 
like to focus attention on a very important 
matter which is connected with the 
Information and Broadcasting Ministry and 
that is the subject  of  the  exhibition  of  
cinemas 

and the production of films as well as the 
import of films. 

Sir, it is known to everyone that the cinema 
is a very important arm of our education and 
the state in which cinematograph, not only the 
industry but the exhibition of films is tffday, is 
having a very dire effect on the moulding of 
the character of the young in particular. Sir, it 
is almost four years now since this Parliament 
started in 1952. From that time it was the 
intention of the Government to take this 
matter in hand. Women's organisations outside 
did a good deal in creating public opinion in 
the matter. A film seminar was held in the 
capital about eighteen months back. But our 
film industry did not somehow like the idea of 
associating Members of Parliament or take 
into confidence government officers 
connected with the Ministry in this matter, for 
reasons best known to them. 

Sir, this is such a big subject that •ne could 
speak almost for an hour, but I would like, on 
the present occasion, to give the main points 
for the consideration of the Ministry and even 
at this late hour, request the Ministry to take 
this matter up. I do not know the reasons why 
this question was given up, because after the 
first non-official Resolution with regard to the 
need for taking in hand the improvement of 
censorship etc. was passed in this House, it 
was more or less decided that changes in the 
Constitution, if found necessary, would be 
made so as to strengthen the hands of the 
Ministry to introduce stricter censorship. But 
even after that, the matter has been dropped 
and I think the emphasis now laid is on the 
cultural advance and all the attention of this 
Ministry seems to be diverted to broad casting 
music and other allied things and cinema has 
been forgotten. 

Sir, there is no doubt that the taste of the 
public in this respect has been somewhat 
vitiated on account of the type of films from 
Hollywood that are introduced and the films 
that are produced by our indigenous producers 
in imitation of the lower tJEroe of Hollywood 
films, because they feel that if 
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the films failed, they would lose their money 
and this they cannot afford to do. 

Sir, during the Film Seminar held here, on 
the subject of historical films, remarks were 
made to the effect that when our producers 
tried their best to produce films of a historical 
nature, films with high ideals, they lost heavi-
ly and they had to go out of basiness. 
Therefore, what is the remedy? That is what 
we have to consider here. 

The first and foremost complaint made by 
the producers here ia that Government, in 
allowing the import of foreign films—last 
year it was 233, almost half of the number 
produced in this country—not only create a 
competitor to the indigenous production of 
films, but also help in creating a craving for a 
different type of films. The standards of 
censorship in the case of foreign films and 
those of indigenous films are not the same, the 
reason being that the cultural outlook in 
foreign countries being so much different from 
that in our society, the standards for censoring 
those films, it is considered, can be a little 
looser or that they need not be so strict. As a 
result of that, a number of the younger people 
say that our Indian films are all "flat", because 
they are not at all "natural". What all that 
means I need not go in detail here. But I 
would like to point out here that our films are 
not popular because there is no censorship of 
films as such in America or in the U.S.A. and 
these are brought here and as the importers as 
well as the distributors of these films are 
foreigners and even the Indians who have 
joined these foreign concerns have built costly 
theatres in our country, they find no difficulty 
in exhibiting these films here and they get our 
gullible customers, our Indians, to see them 
and pour their money into their pockets. This 
is a most unsatisfactory state of affairs. This 
matter can be taken up to the UNESCO. It 
cannot be taken up at the Government level, 
perhaps it can be, I do not know. But there is 
no film censorship as such in the United States 
of America and so we 28 BSD—4. 

cannot take it up from one censorship board 
here to another censorship board there. 

Sir, the conclusion in this respect is two-
fold. We have to restrict the import of films, 
in spite of the article in the Constitution 
which permits our citizens who are in 
partnership with foreign firms to import films 
which may be considered as qgainot public 
moral.standards and against the interests of 
the country. Or it may be desirable in this 
respect to have a little change in the 
Constitution, because if a case were to be 
brought up by these distributors who trade in 
these films even against the interest of their 
own countrymen, perhaps under the present 
Constitution, I don't know, but they may get a 
decree against the Government. 

This is a very serious matter and 
Government should not lose time. While there 
are so many changes being made in the 
Constitution, during the lifetime of the present 
Parliament, before the Lok Sabha goes to the 
electorate again, this important matter should 
be settled one way or the other. 

There is another aspect which I have 
referred to already. The Indian producers who 
would be prepared to produce films of the 
type guardians and educationists demand, 
films of historical nature, films though they 
would be entertaining would be, at the same 
time, instructive and films that would not in 
any way lower the present recognised 
standards of social decorum and behaviour, 
have to be guaranteed against loss at least for 
the interim period. For that reason, it would 
be desirable for Government to go into 
partnership, half and half, with a certain 
number of film producers in this respect. Just 
as all new ventures, all good ventures have to 
be subsidised in any country, I would suggest 
that such films should be guaranteed against 
loss. It is only for a few years that the subsidy 
will be required and I feel the whole thing will 
be changed if a determined effort is made in 
that direction. 

Government have also to do something 
more about children's films.    I 
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[Dr. Shrimati Seeta Parmanand.] am glad 
that the President of the Children's Films 
Society—or whatever the correct name is—
Dr, Kunzru, is sitting here and something is 
being done in this direction but the money 
made available for this effort is very little and 
what is worse still, I am told that the films for 
this purpose have to be imported from abroad 
and translated into our language. Thus ten 
films are going to be translated which have 
been brought from foreign countries. That is 
what I heard in Bombay the other day, about a 
week ago. In this respect too, I feel that 
though there is no harm in copying good 
things, an attempt should be made to have 
children's films of our own which would be 
on the basis of our own culture. 

There is one point about the issue of 
'Universal' and 'Adult' certificates. Under the 
present law, as it stands, I am told that it is not 
possible to stop the showing of 'Adult' 
certificate films while the 'Universal' certified 
film is on. What happens is that children see 
these trailers of 'Adult' films during the 
'Universal' films and naturally they develop a 
special desire to see these films which are 
marked 'Adult1 and you can as well imagine 
the result. This is perhaps worse than letting 
them see a film marked 'Adult'. I need not 
refer to the other points in this respect but 
there is one thing more in this connection. 
Recently, on account of the emphasis being 
laid on the differentiation between 'Adult' and 
'Universal', there has been a complaint that a 
number of films have been refused 'Universal' 
certificates but for this the producers 
themselves have to be thanked. I would refer 
to a film called 'Ek hi Rasta'. In that film, 
though the main actor is made to appear as a 
child genius, there are one or two scenes 
which are so bad that no parent or guardian or 
educationist would like any child to see them. 
I would refer here to the scene in which the 
child of six is, as a matter of revenge, made to 
point a revolver at, with a desire to shoot, the 
stepfather.    Secondly, in order to punish 

an enemy, a man who reported about 
blackmafketing, a truck driver is made to run 
over that man who reported and no action is 
taken by the police. These are some of the 
factors in addition to the overdoing of dance. 
One often wonders, with the amount of 
dancing in and out of season at every stage, in 
the films, whether our younger generation 
would ever walk in the streets but would go 
about dancing as in France after the War. 
There people, instead of standing and waiting 
for the train, could be seen jazzing on railway 
stations. That ma5r be the result. That is by the 
way, but these are some of the points with 
regard to the film industry that our Ministry 
should at once set about so that, with regard to 
having special theatres for children, with 
regard to having certain theatres for showing 
only documentary films, with regard, to the 
starting of one or two studios where the films 
would be produced by Government in 
partnership with others, etc., could be decided 
by March next. In China, for instance, they 
have their own theatres and it is possible for 
every person—at least I am talking of the .big 
towns—to see a picture for a very moderate 
sum. The rates, from the lowest to the highest 
seats, are the same. But here in some of the 
theatres, particularly in Delhi, the rates are so 
abnormally high that in spite of all that is done 
in the name of entertainment being made 
cheap for the poorer classes, very few people 
can go to cinemas. The craving thus created in 
the minds of the young children in particular 
who see the advertisements with music and 
various pictures has to be satisfied by showing 
them films in children's theatres, in open air 
and at very cheap rates. There are very many 
ways in which children can try to get money. 
They do this not only by stealing from their 
parents' pockets but children go to a railway 
siding, collect the coal found there and sell it 
to the chanawala and thus get four annas. All 
these things are there. If we want to educate 
our younger generation, the emphasis should 
be taken away immediately from broadcasting, 
music Shastriya Sangeet,   the 
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Akadamis. The emphasis as also the 
resources should be entirely on the 
children's »lms. The emphasis should also 
be taken away from television. 

I have only one more word to say and that 
is relating to the Food Minister. Many 
speakers have referred to the soaring prices. 
I would like here to mention about certain 
essential commodities like tea, sugar, 
coffee, etc. All that I would like to say is 
that Government's efforts in trying to bring 
down the prices by distributing grain from 
its own stocks or by controlling some 
commodity here or there are not likely to 
bear fruit until Government sees to it that in 
a town with a population, say of 30,000, 
there is at least one Government consumer 
co-operative store. Unless prices can be 
checked by Government in this manner, it 
would be of no use. The hon. Food Minister 
has been telling us during Question Hour 
and on other occasions that Government has 
been trying to release food grains to 
merchants and that it has been trying at 
lower prices. Limited stocks are being made 
available to individual merchants. As stocks 
need not be made available to all merchants, 
and as there is no compulsion about noti-
fication that certain stocks have been made 
available to particular merchant—I am 
talking about the period after the removal of 
control, during the last two or three 
months—there has been no compulsion that 
the grains must be sold at a particular price. 
The result is that until new crops came in, 
all Government's efforts to release the food 
grains at so much cost and trouble over 
distribution—still greater trouble there has 
been over this—have not been of any value 
to the common man in regard to his getting 
it at lower prices. About two months back, 
when grain prices had gone up to Rs. 18 per 
maund—even here in Delhi—and even 
when the shopkeepers were getting wheat 
from Government, the consumers did not 
get wheat for Rs. 14 per maund, the price at 
which Government released stocks in addi-
tion to the free gunny bag. The shopkeepers 
said—I am giving this for the information of 
the Government which   1 

information Government should itself be able to 
get by sending to « the market some of its own 
Government servants as purchasers—and the 
shopkeepers gave the answer to anybody who 
enquired that the reason for not giving the benefit 
of the extra stock given- by Government was that 
they had to wait in a queue very often for about 
six hours and they had to employ a special agency 
for getting these things, v/hich all added to the 
cost of the establishment of the shop. 

One more thing. Government has been very 
enterprising in Delhi and had good intentions in 
starting this dairy in Delhi, this milk supply 
scheme, in order to lower the price of milk and 
also to take away the Gowa-las from all over 
Delhi to one segregated area. After running it for 
two years the result has been that they were not 
able to run it at any profit and if I am right, the 
loss was about Rs. 2 lakhs or so. Then they sold it 
to Meerut persons and I am not able to understand 
why this enterprise was not sold to the Delhi 
Government so that it could have been under the 
control of Delhi Government. And today the result 
is that the milk that is supplied through this milk 
supply depot is skimmed milk even milk that is 
supplied to the M.Ps., and I am almost certain 
that, if it is examined, it will be found skimmed 
milk mixed or thickened with milk powder. So, 
Sir, Government has to take good care that any 
venture started by it should not deteriorate in this 
manner. Instead of setting an example in effi-
ciency and higher standards it is the other way 
round. 

Lastly one word about Income-tax. I know the 
time is very short and as • this Bill deals with it, I 
would like the hon. the Minister for Revenue to 
make a note of these three or four things. There is 
really great need to amend sections 28, 37, 39, 51 
and 52. Section 28 deals with giving exemplary 
punishment and in this matter I would have liked 
that the Government had made a provision to 
ostracise the people, who are found guilty of any 
income-tax offence, to this extent that 
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would not be appointed to any corporation or 
any honorary offices. That is the only way in 
which to show to the public and prove to the 
public that Government take a very strict view 
of these things even in the case of the people in 
general. I would not go into the details of these 
sections having pointed them out io the hon. 
Minister, but I would just like to give one or 
two hints. An Income-tax Officer is not given 
adequate punishment for collaborating to do 
certain things or conniving at certain things in 
complicity with the offender. The punishment 
for such an officer should be very h".vy cu;d I 
think Government has, to some extent, 
empowered now some special Income-tax 
Officers to confiscate the records at the place 
where he goes, but what is required here more 
is that it should be possible for the officer to 
keep these records with him until the case that 
is filed by, him is tried and finished. In allow-
ing the man to get back these records there is 
danger of their being tampered with. Sir. I 
would like later on to pass this entire paper on 
which all these amendments are made. Thank 
you. 

SHRI M. C. SHAH: Sir, I have hoa-d the 
hon. Members for the last six hours. Some 
speeches were interesting; in some there were 
repetitions of the points that were made during 
the Appropriation Bill, to which I have already 
replied, and I do not think I should take the 
time of the House in replying to those very 
points. Some of the Members also had their 
remarks on the Second Five Year Plan, deficit 
financing and matters connected with the 
Second Five Year Plan. I imagined that hon. 
Members would have reserved these remarks 
for the general discussion of the Second Five 
Year Plan, but they have already advanced 
these arguments and I do not think they have 
kept anything in reserve. But it is for them to 
decide whether to speak then or now. 

Now, Sir, there are certain criticisms about 
the taxation proposals. Before dealing with 
them    I    should 

like to pose a question to the hon. 
Members. The position I had explain 
ed very clearly yesterday while 
replying to the debate on the Appro 
priation Bill. I ask also now: Do we 
propose to take the country further 
by undertaking developmental 
schemes?    Do we want to make    our efforts 
to  raise  the national    income and the per 
capita income a success? If the answer is "Yes", 
then we have to incur a huge sum on 
development, in order to produce more, to raise 
the national income and    the per    capita 
income, to get more and more equitable  
distribution of    wealth  and    to raise the 
standard of living    of    the common man.   
Now, if we agree that we have to go at a faster 
speed and not at a  slow speed, then  we    have 
to examine the    question     from     a different 
angle.   We have to find   the resources for the 
Second Five    Year Plan, which is estimated to 
need    an investment of Rs. 4,800 crores in the 
public sector.    Also, as I pointed out 
yesterday, there may be an additional 
expenditure of Rs. 400 crores or    so. As our 
resources are limited there is the proposal to 
have deficit financing to the extent of Rs. 1,200 
crores. Still there is a gap of Rs. 400 crores, and 
if the expenditure goes up by, as     I pointed 
out,  about    Rs.    400    crores, then we will 
have to find the    additional resources.    Now 
if we come to the conclusion that we want 
development, we want to raise the standard of 
living, we want to increase      the national 
income and     we want      to invest such big 
sums by adopting    a very  bold Plan, then the 
only alternative that lies before us is to    find 
the      resources,    and     to find      the 
resources we have to resort to additional 
taxation.    As has been pointed out in tfie 
outline of the Plan,      Rs. 225  crores  by      
way  of      additional taxation will be      
necessary      to be raised  during these  five 
years      and perhaps  more when we    have      
this additional     investment     expenditure. 
Now, Sir, if we accept the proposition that we     
will     have     to find     the resources and will 
hav^lo resort    to additional taxation,    then      
we have to find out how tp raise that additional 
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taxation, and therefore it is a very difficult 
problem for the Finance Ministry to find out 
tax proposals which will be welcomed by one 
and all. I said yesterday—My friend Mr. 
Saksena is not here;—I told the House 
yesterday that Mr. Saksena was not in favour 
of additional taxation. That view has been 
confirmed by his speech of today. Now I ask: 
Are we prepared to face the facts boldly and 
go to the country and explain to our 
countrymen that this is the position; Do you 
want the betterment of the lot of our masses? 
Do you want the blessings of the future 
generations to come or do you want to remain 
stagnant? That is the only question that we can 
place before our countrymen, and I am sure 
there is enough com-monsense in the common 
man; there is robust commonsense in the 
common man, and I am sure there will be the 
fullest possible support and cooperation from 
the common man the moment we explain to 
them the objectives that we have placed before 
the country, and when we explain to them all 
these objectives and the purposes for which 
this taxation is being raised, I am sure the 
entire country will rise to the occasion to 
support the proposals and the Government. 

Members need not be afraid of incurring ' 
unpopularity even if it comes to that. If it is 
found that this is the only alternative that we 
can adopt, that unpopularity will be only 
temporary. The moment the people come to 
know that these will be the benefits to which 
they are entitled and those benefits can be 
achieved only by investment of such huge 
sums in development expenditure, I am sure 
there will be no difficulty. 

Now, Members from U.P. are unnerved by 
the action of the U.P. Government in 
imposing sales tax on certain commodities 
and some of them tried to foist the 
responsibility for this tax on those 
commodities on the Central Government. But, 
Sir, it is not so. It has been explained so often 
that the U.P. Government was^ very keen to 
impose sales tax on those commodities. They 
approached the Central  Government;     they 
fervently 

requested the Central Government to come to 
their aid by agreeing to the imposition of this 
sales tax on those commodities because they 
wanted additional funds. They wanted to have 
a very big scheme of development in the 
second Five Year Plan and for that purpose 
they had also to raise some resources. 
Therefore they came up for sanction to 
impose this sales tax on certain commodities 
which were essential to the community as laid 
down in that Act, passed by Parliament. 

SHRI JASPAT ROY KAPOOR (Uttar 
Pradesh): Have you agreed to their big 
schemes? 

SHRI M. C. SHAH: When the second Five 
Year Plan comes up my hon. friend will find 
to what extent the Planning Commission has 
agreed to their development schemes. This is 
not the time when the Finance Ministry can 
reply to that question. It js a question to be 
posed to the Planning Commission and a reply 
will be given to my hon. friend Mr. Jaspat Roy 
Kapoor then. Sir, I will take only two or three 
minutes to explain the position. 

On 8th February 1956, the Government of 
the U.P. addressed the Central Government 
demi-officially indicating that they were 
assuming while framing their Budget 
proposals for 1956-57 that either the Essential 
Goods (Declaration and Regulation of Tax on 
Sale or Purchase) Act, 1952, would be 
replaced very soon or in the alternative the 
consent of the President would be available to 
legislation in the State dealing inter alia with 
essential goods. On 20th February 1956, a 
demi-official reply was sent stating that the 
Central Government should be safely assured 
of the State taxing essential goods in 
accordance with the recommendations of the 
Taxation Enquiry Commission. On March 15, 
1956, a draft ordinance was forwarded to the 
Central Government by the State Government 
one of the provisions of which was the 
withdrawal of the pre-existing exemption 
from sales tax on salt, food grains, gur and a 
few other commodities.   It was stated that 
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proposed to issue this ordinance on 1st April 
1956 and a request was made for the ins-
tructions of the President under the proviso 
to sub-clause (1) of article 213 of the 
Constitution being conveyed to them very 
early. This was followed up by another letter 
dated 23rd March 1956, from the State 
Government in which the President's instruc-
tions were solicited as early as conveniently 
possible and in any case before 30th March 
1956 as, according to the State Government, 
it was proposed to promulgate the ordinance 
with effect from 1st April 1956. On 29th 
March 1356 the State Government were 
informed of the approval of the President to 
the ordinance. Besides official and demi-
official letters, telephone requests were also 
received from the State Government for the 
very early communication of the President's 
instructions as the State Government were 
keen on promulgating the ordinance on 1st 
April 1956. Sir, it will therefore be apparent 
that the State Government were very keen to 
levy this tax on the commodities mentioned 
and the Central Government had to give their 
assent according fo the recommendations of 
the Taxation Enquiry Commission. My 
friend Mr. Jaspat Roy Kapoor said that 
Central Government forced the U.P. 
Government to levy this sales tax on these 
commodities. It will be seen from what I 
have stated that the Central Government had 
nothing to do with the imposition of this tax. 
The Central Government would certainly 
wish that the finances of the Govem-ment 
should be sounder in order to finance the 
huge development expenditure that they 
anticipate to be incurred and it is their duty 
to find ways and means. If hon. Members 
from U.P. object to this tax it is for them to 
make up their minds and to ask their 
representatives in the Legislative Assembly 
to withdraw this tax on commodities which 
in their opinion will hit hard the common 
man in U.P. 

SHRI JASPAT ROY    KAPOOR:   A word 
of personal explanation, Sir. Let 

our position not be misunderstood. I 
made it clear—and so did my friend 
Mr. BLsht today—that we were out 
so much opposed to the imposition of 
the sales tax. What we are opposed 
to is the sales tax being imposed at 
different rates in different States. 
What wc had suggested—and what we 
would like the hon. Minister parti 
cularly to refer to and give the Gov 
ernment's views on—was why it 
should not be made a Central subject 
so that there may be uniformity in the 
whole of the country and secondly...................  

MR. DEPUTY CHAIRMAN: You cannot   
make   another   speech   now. 

SHRI-JASPAT ROY KAPOOR: 1 am not, 
Sir. It was not of my own thinking that I said 
that the State Government was compelled; the 
State Minister himself had 'jaid so. I do net 
know who is correct—the hon. Minister  here  
or  the   State  Minister. 

SHRI M. C. SHAH: I am speaking from the 
records .now. Now, Sir, about this sales tax, 
my friend Dr. Variava, Mr. Bisht and Mr. 
Kapoor suggested that there might be some 
uniform system of sales tax. Sir, it is well 
known that under the Constitution sales tax is 
a provincial subject. The Central Government 
are concerned with this tax on inter-State 
transactions and about that We have already 
stated that we proposed to bring in legislation 
soon. So far as sales tax within the States is 
concerned, I am afraid no State Government 
will ever be prepared to forego their right of 
augmenting their finances with the help of this 
tax. Madras perhaps gets about Rs. 17 or Rs. 
18 crores; Bombay gets some Rs. 16 or Rs. 17 
crores. I am subject to correction about these 
figures but I am sure that such States will 
never agree to hand over this sales tax, which 
is a very useful weapon for augmenting their 
resources, to the Central Government even 
though they are assured of getting their share 
of the revenue. Because then there will be 
difficulty as to whether it will be on 
population basis or whether it will be thi3 way 
or that way.    I think it is not possi- 
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ble at all and therefore I am afraid the Central 
Government cannot take any action. And 
further the Taxation Enquiry Commission naa 
very 4 P.M. carefully gone into this question 
and they themselves had suggested that you 
cannot take over the sales tax from the States. 
Only you can regulate the sales tax on inter-
State transactions and for 'that they have 
suggested a certain formula. 

Now, we come to certain questions about 
the resources and taxation. There were certain 
suggestions made by some friends. I was glad 
my hon. friend, Mr. Chanduial Parikh, sug-
gested certain methods to augment the 
resources of the Government. He mentioned 
that if such and such a method had been 
adopted or if such and such tax was imposed 
the Government would have got more money. 
I welcome all those suggestions, I will remind 
him that this is a budget for one year only. We 
are not budgeting f-or five years, or we are not 
budgeting for the Plan period. We require 
more and more resources for the 
implementation of the Seeond Five Year Plan 
and all those suggestions will be certainly 
considered. We will not be satisfied with the 
Rs. 35 crores being imposed this year. Next 
year we will have to have additional funds. 
The year after also we will require more funds 
and, therefore, all the avenues whereby we can 
augment the resources of the Central 
Government will be certainly examined and 
whenever appropriate the Government will 
take necessary steps. There is the tax on total 
wealth: there is the tax on business gains; there 
is the tax on excess profits. Then there is that 
Gift-tax. But instead of applying Gift-tax 
prospectively, we considered whether we 
could not amend the Estate Duty Act so as to 
make all those gifts of property to the heirs 
and relatives whenever made—and bring in all 
that estate—within the purview of the Estate 
duty Act. That will be a better method of 
getting resources. Otherwise, certain persons 
mnv have already gifted away and  if  you  
only  have   Gift-tax  from 

tomorrow then naturally people will 
not make gifts. So, in order to rope 
in all those who have gifted away 
their property to their sons, daughters, 
wives or to their relatives, it will be 
better always to look into that sec 
tion in the Estate Duly Act wherein 
only two years have been provided 
for. In other countries there is no 
provision of two years. There is pro 
vision for a longer period. In some 
countries there is no provision. So, 
I think this is a matter worth con 
sidering and I can assure my hon. 
friend, Mr. Chandulai Parikh, that all 
these methods for additional taxation 
and getting more money will be cer 
tainly looked into. I em also nappy 
to hear from him that the class to 
which he belongs is not yet fully 
taxed. I welcome that suggestion 
also, because I would like to examine 
that position as to whether we can 
get more funds by taxing them still 
further. All those speeches are there 
and we will certainly look into all 
the suggestion ................  

SHEI H. N. KUNZRU: Tax him first. 

SHRI M. C. SHAH: That is with regard to 
the augmentation of the resources by various 
methods of taxation. 

Now, with regard to certain criticisms 
about the taxation proposals, I will first 
mention Mr. Jaspat Roy Kapoor who had 
some difficulty about this tax on liquid gold. 
We have looked into the matter very carefully 
and we find that there is enough capacity in 
the country. The capacity is to the extent of 
three lakh ounces and today we have only one 
lakh and forty thousand ounces produced in 
the country. And this tax is levied on the 
imported liquid gold which is used in bangles. 
In order to give scope to the indigenous 
industry to grow and to utilise their idle 
capacity to the fullest extent, we wanted to tax 
the imported article, that is, imported liquid 
gold. Therefore we are helping the indigenous 
industry and at th" same time the incidence is 
very little.      One ounce is enough to 
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produce forty thousand bangles of the 
ordinary type and some six thousand bangles 
of the finer type and, therefore the incidence 
becomes practically negligible at the same 
time giving support t0 the indigenous 
industry. 

Now,    he    had       also      raised     a 
question     about     the     coarse clotb In      
the      last      budget      we      had proposed  
the  imposition  of  an  add. tional excise on 
coarse, medium    ai.'' so  or.    Then  the  
agricultural prices were falling and it was 
pointed out ! the    Government    that    the    
burden would be rather more when the prices 
were   falling.   Now the prices are rising and 
there is also a complaint from hon.  Members 
that    the Government will    have    to    take    
precautionary measures in    order    not    to    
allow the prices to go up.    There are signs of 
inflationary trend and the prices of agricultural 
produce    are also    going very  high.    Now,  
when  the    money coming in the hands of the 
agriculturist is much more than what it was 
last year, I think they can bear easily this 
additional excise duty of half an anna. At the 
same    time,    we    have already exempted 
dhoties and sarees from the coarse cloth and in 
the rest there are certain varieties which com-
prise a very great part of the coarse cloth 
production, tapestries and other things which 
are valued very highly and which are used not 
by the poorer classes but by the classes who    
can well afford that. It has been suggested  that  
instead  of levying duty    on coarse cloth, we 
must levy more duty on superfine cloth.    That 
was argued by my friend, Mr. Chandulal 
Parikh also.    He  knows  very  well  that  the 
production of superfine  cloth is only 10 per 
cent. Now by    this    levy    of excise duty, we 
propose to have    Rs. 14:5 crores. If you only 
resort to super fine cloth, it will not be much; 
it may be to the extent of Rs.  1,02,00,000 or 
so. Now how are we to make up these Rs. 
14,50,00,000? Therefore, if his case is that 
there should be excise duty on all, but the 
superfine cloth must bear yet a higher duty, 
then it is a ease for examination again. 

SHRI C. P. PARIKH: That is what I say. 

SHRI M. C. SHAH: And therefore you get 
the reply. 

Mr. Kishen Chand raised a question about 
the excise duty on soap and spoke about poor 
people being affected. Some friends here said 
that we are just teaching that people should 
remain clean; they must have their clothes 
washed and must always put up a very good 
appearance and therefore, soap should not be 
taxed. I feel that there is a misapprehension. 
What we have done is to adjust these duties. 
We want to protect the indigenous hand-made 
soap and therefore, we have provided 200 tons 
(per year; exemption altogether. For the manu-
facture of soap by employing powsr, we have 
just exempted 175 tons. So, in the case of 
these small hand-made soap factories or 
whatever you call them, we have exempted 
this capacity of 200 tons, which means about 
20 maunds a day. It is not a .small quantity. 
And if we encourage the cottage industry or 
the village industry or the hand-made soap 
industry, I think that we should be rather con-
gratulated than criticised. 

Mr. Kishen Chand also said some 
thing about matches. I submit that 
we have not increased the duty on 
matches.     B-jt    if   he carefully 
studies .................. 

SHRI KISHEN CHAND (Hyderabad):    
Edible oil. 

SHRI M. C. SHAH: You do not want to 
have a reply on matches because possibly 
there is some misapprehension in your mind. 
You should study the subject well. 

SHRI KISHEN CHAND: I said that one big 
concern is closing down all the small Indian 
concerns and there should  be  differential  
duty. 

SHRI M. C. SHAH: There I want to show to 
the hon. Member that in regard to matches, it 
is not a fact that the smaller units are being 
wiped out. Actually   under  tariff  protection,  
the 
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production by smaller units has gone   i up 
from  17-4 per cent in  1949-50 to   I 47-2 
per cent in 1954-55. Therefore, I   j wanted 
to show    that the tariff    on matches has 
been so arranged that the small-scale  
industry    matches      gets enough 
protection and production has gone up, as I 
said, from 17-4 in 1949-50 to 472 per cent 
in 1954-55. 

About soap, I have already explained the 
position. 

Then  I  will  have  to  speak  about edible 
oils—vegetable oils.      A    duty of only 
six pies per Ib. which works out to about 6-

9 per cent of the wholesale  price has  been 
proposed  in the Bill.    The proposal has 
been conceived as a tax on an article of 
general consumption,  through which all  
consumers of edible oil, whether rich or 
poor and industrial consumers of non-
edible oils should contribute to    the 
exchequer.    The incidence of this tax on 
the family budget has been worked out at 0-
09 per cent and 0-12 per cent in the rural 
and urban areas respech vely.    In rural 
areas, it comes to 0-09 per cent. Now, no 
doubt, in the early stages there was a 
question that the prices were going up.    
Ordinarily, it has always been our 
experience that in the early stages when an    
excise duty is levied, dealers and the mid-
dlemen who deal in the article raise the 
price.    They just speculate    and hoard it.   
But slowly and slowly, prices come down 
and only to the extent of the levy of the 
excise duty, the prices reflect later on—
only the additional excise  duty.    At the  
same time, we must realise that we have to 
raise about Rs. 25 crores by indirect taxa-
tion.    Now, what are the items     on which 
we can levy excise duties which will affect 
every common man?       In India, 
particularly,     almost all    are common 
men, except a few rich classes  and upper 
middle  clases  staying n urban areas.    
There, the incidence vill be Q-12 per cent. 

Here we have to raise about Rs. 5.5 
rores. We cannot go to a number of 
arieties or a number of commodi-es—
some 50 or 60 of them—and rake !. 25 
crores.    We have to find out 

from which source—without affecting 
the common man or affecting him   to 
the    least   degree   possible—we    can 
raise  additional  sums.    Therefore,  in 
these vegetable oils, we propose     to 
raise Rs. 5" 5 crores and from diesel, 
industrial and fuel oils Rs. 4-5 crores. 
Therefore,  I think  that there  is not 
much hardship, as has been made out, 
to the common man.   My friend,   Mr. 
Saksena  is  always  very  keen to see 
that the common man does not    pay 
anything.      He    must    get    all    the 
benefits       of       the       development, 
but he should not share in producing 
the result. Mr. Saksena is afraid that, 
because    there    are    elections    and 
because it will have an adverse effect 
he must safeguard against those fears. 
I am afraid that I cannot subscribe to 
his views and his opinions.    I    may 
be permitted to give only one personal 
example.    I have had the experience 
of working in the Ahmedabad Munici 
pality    from 1924 to ' 1949.    When I 
entered, the income was Rs. 27 lakhs. 
But when I left, it wac Rs. 1,75,00,000. 
Every third year, just before the elec 
tions,  I used to address meetings.    I 
told the people, "Yes.   I am guilty of 
raising  the    taxation to    get    more 
resources".   I had to do this because 
the citizens of Ahmedabad must have 
more    amenities—good    roads,    good 
water-supply, drainage, parks and all 
those things.    And, though I pleaded 
guilty, I was returned with a majority 
of 51 out of 52 for the last so many 
years.   We know .................  

SHM H. C. DASAPPA: What election has 
Mr. Saksena or anybody to fight here? 

SHRI H. P. SAKSENA: We lost two 
elections because of the levy of this. 

(Interruptions.) 

SHRI M. C. SHAH: If you are bold enough 
and are right in your objective and if that 
measure is taken to benefit all the citizens, I 
am sure that the common man has enough 
com-monsense—not enough commonsense, 
but robust commonsense—to just appreciate 
the efforts made by those who prof ess'to 
represent him to bet- 
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[Shri M. C. Shah.] ter his lot. And they need 
not be afraid of any unpopularity here or there 
because we lost an election in Agra. 
"Therefore, it will apply to the whole of me 
country and we should be very circumspect; 
we should not proceed with the Five Year 
Plan. The first year of the Second Plan has 
already begun from the 1st April and 
therefore, we shall not augment our 
resources." I do not subscribe to that opinion 
at all. 

Now, Sir, only two points were rais 
ed by my friend, Dr. Kunzru, and I 
would like to reply to them. The first 
point was with regard to the with 
drawal of one-anna rebate. Now that 
question was examined by the Taxa 
tion Enquiry Commission. That con 
cession was given in the year 1948 in 
order that the undistributed profits 
may be ploughed back for expanding 
the industry. The Taxation Enquiry 
Commission has found out that it ha? 
not served its purpose. Really speak 
ing, we found that these undistributed 
profits, after taking into account the 
one-anna rebate ................  

SHRI H. N. KUNZRU: May I know from 
my hon. friend whether he has stated that the 
Taxation- Enquiry Commission was in favour 
of the abolition of the rebate? 

SHRI M. C. SHAH: Whatever 
recommendation the Taxation Enquiry 
Commission may have made, it did say that 
the rebate has not served its purpose. 

SHRI H. N. KUNZRU: Sir, it has stated 
very definitely that in its opinion it has been 
proved to be useful to a certain extent, and 
that it should be retained. 

SHRI M. C. SHAH: I am sorry. ' I have not 
got that Report with me now. But even if that 
is so, there was still their finding based on 
analysis of companies Finance from 1946—
1952 that the amount of retained profits was 
not influenced by the volume and rates of 
taxation. This matter .was very carefully 
considered and it was decided that this    
rebate was not at    all 

necessary, and that we should not lose about 
Rs. 1.5 crores that is going to accrue to us by 
the withdrawal of this rebate. The 
undistributed profits were also used for issue 
of bonus shares. The result was that they 
escaped taxation. 

SHRI H. N. KUNZRU: Can the bonus 
shares be issued except with your consent? 

SHRI M.C. SHAH: But they were 
issued, and did not pay any tax. 
Therefore, it was considered necessary 
to tax these bonus shares, because 
they are, really speaking, out of the 
accumulated profits which escaped 
taxation. We discussed this question 
very carefully and we thought that it 
was absolutely necessary to tax these 
bonus shares. And thereby we will be 
getting Rs. 50 lakhs or so. Now, if the 
companies do not want to pay that 
tax, they need not issue any bonus 
shares. They are not forced to issue 
bonus shares. Tbey may keep those 
accumulated profits with themselves 
without giving any bonus shares to 
the shareholders. But if they want 
to distribute these profits by issuing 
bouns shares, they must pay the neces 
sary tax. Now, with regard to the 
dividends also, we thought that when 
the profits were so high, we could 
legitimately get a part of those pro 
fits? Therefore, we thought it advi 
sable to tax the dividend to the extent 
of two annas when it was more than 
6 per cent and three annas when it 
was more than 10 per cent. Perhaps 
the object that Dr. Kunzru has in 
mind will also be achieved, if they 
want to expand, and not give away 
all those profits as dividends, natural 
ly they will not pay any extra tax if 
distribution is less than 6 per cent_________  

SHRI H. N. KUNZRU: I did not 
say one word about the tax on high 
dividends ............. 

SHRI M. C. SHAH: But somebody 
said it .............  

SHRI H. N. KUNZRU: I am not responsible 
for what somebody else says. « 
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SHRI M. C. SHAH: What I want to say is 
that their object will be served even by this 
method. If they are making very very huge 
profits, as is admitted by one of the 
industrialists here, then I feel that the 
Government must have some share out of 
those profits, and this is the least objectionable 
method of taking a share in those profits. And 
therefore, I say that these taxes are quite 
justifiable and cannot be criticised by 
anybody. 

Now, Sir, about the bonus shares, 
ihy friend, Shri Chandulal Parikh...................  

SHRI H. N. KUNZRU: My hon. friend has 
not replied to one point, and that is with 
regard to the comparison of the economic 
burden of the excise duty on salt with the 
excise duty on edible oils. 

SHRI M. C. SHAH: Sir, where is the 
question of excise duty on salt? That is a 
hypothetical question. 

SHRI H. N. KUNZRU: I enquired whether 
it would be examined. 

SHRI M. C. SHAH: I do not think I can say 
anything definitely with regard to that point. 
Personally I do not think that we should again 
levy an excise duty on salt. That is purely my 
personal view. 

Then, Sir, Mr. Chandulal Parikh said that 
redeemable preference shares should not be 
issued. But I go further and say that we have 
stopped giving permission for preference shar-
es for the last four years. I had examined this 
matter and I had found that even before that 
period there were only one or two cases where 
permission had been given. Now that is the 
position, as far as I have been able to examine 
the matter. If you have got any lists or any 
auth^tic information, then only you can 
question the information that I have got. But at 
present I have got the information from the 
Department itself, and I find that there are 
only one or two 

cases where redeemable preference shares 
were given as bonus shares, and this had 
happened four years ago. 

Redeemable preference shares come within 
the category of preference shares, and so far 
as preference shares are concerned, we have 
made specific orders that no preference shares 
will be allowed. 

Now, Sir, I would like to take only five 
minutes and deal with clauses 18 and 20 of 
the Bill. Sir, my friend, Mr. Bisht, was rather 
kind enough to say that we are taking steps to 
punish the corrupt officials. And he was 
prepared to give co-operation in order to 
enable the Government to get as much money 
as possible. But he was not agreeable to 
clause 18 seeking to amend section 34 of the 
Income-tax Act. Perhaps, he must be 
knowing the background of this. I think, he 
knows that there was the  Income-tax 
Investigation Commission Act passed and 
that was challenged. 5(4) was declared ultra 
vires. Then 5(1) was declared ultra vires. We 
brought in 34 (IA) to rope in all the tax-
evaders. In all 200 cases were disposed of. 
There are so many settled cases. We brought 
in 34 (IA) and we specifically 'stated that it 
was only with the permission of the Central 
Board of Revenue, that a case can be 
reopened. Now 34(IA) is also challenged. 
And therefore, we have provided that from 
the assessment year 1940-41, we can reopen 
those cases, if there is a concealed income of 
Rs. 1 lakh with the approval of the Central 
Board of Revenue. I do not think that he 
wants that all those tax-evaders who have 
deliberately evaded payment of tax on their 
concealed incomes should be allowed to go 
scot free. Therefore 34(1) (a) has been 
amended. Where there is deliberate 
concealment or fraud played on the 
Government of India or avoidance of tax. I do 
not think that any person who agrees that they 
should be punished can have any objection to 
this amendment. 
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SHRI J. S. BISHT:    We    have    no    
objection at all. The only question is   j that 
there    should    be    some    surety that the 
power is not    misused    by corrupt officials. 

SHRI M. C. SHAH: I can assure hon. 
Members that we are always vigilant. There 
can be no harassment. If there is any 
harassment, and if hon. Members bring 
such cases to our notice with definite 
information, we are prepared to take action. 

Now, in regard to clause 20 about 
the seizure of books: He knows and 
so many other hon. Members also 
know that there are two sets of 
accounts kept by certain people, just 
to avoid paying the just dues of the 
Government, and in order to have a 
deterrent effect on such persons, we 
have taken these powers. Such 
powers are also there today for the 
Sales Tax authorities in the States. 
They were there in the Income-tax 
Investigation Commission Act. The 
Commission used these powers only in 
two cases. We also propose to use these 
powers very sparingly, and therefore 
we have provided that the Income- 
tax Officers must be satisfied and they 
must also take the approval of the 
Commissioner of Income-tax. The 
Commissioners of Income-tax are 
very responsible highly placed offi 
cers in the hierarchy cl the Income- 
tax Department, and I am sure that 
these powers will be used only spar 
ingly whenever it is absolutely neces 
sary to do so. Hon. Members may 
not be aware that there are certain 
classes of people who do not hesitate 
to steal away the account books that 
were produced before the Income- 
tax Invectigation Commission. 
There are certain people who will 
burn their account books when they 
are about to be seized, and we have 
to deal with this section of people. 
May be they are few, exceptionally 
few, but still we have to deal with 
them. There is not much time; 
otherwise. I would have given you 
instances. Hon. Members would be 
amazed to know that one person, who 
had to pay heavy income-tax, when 
the  authorities went  to  attach    his   , 

motor car worth about Rs. 25,000 or so, 
broke that motor car to pieces. He said that he 
would not allow his motor car to go to the 
Income-tax Department. 

SHRI H. P. SAKSENA: He must have been 
very much attached to his motor car. 

SHRI M. C. SHAH: There is one party who 
says, 'I have got money, lakhs and lakhs of 
rupees, but I will not give a single pie to you. 
I will take you to the High Court, to the 
Supreme Court'. There are so many writs, 
mandamus and others, and all these are 
resorted to. So, we have to take extraordinary 
powers to deal with extraordinary situations 
and with extraordinary people. 

SHRI H. C. DASAPPA: The hon. minister 
is quoting a very exceptional case and 
drawing a general rule out of it. Can he quote 
another instance from anywhere in India? 

MR. DEPUTY CHAIRMAN: What he says 
is that these extraordinary powers will be 
used only in sucli exceptional cases. 

SHRI H. C. DASAPPA: He is just giving a 
solitary case. 

SHRI M. C. SHAH: The Sales Tax 
authorities have got similar powers even 
today. If the ex-Finance Minister of Mysore is 
in a position to contradict that, then I will be 
glad to have that information from him. If in 
the Sales Tax legislation there is such a 
power, I don't see why in the Income-tax law, 
where lakhs and lakhs are involved, we 
should not have this power. I don't think that 
anybody should grudge this power to the 
Income-tax authorities. 

DR. SHRIMATI SEETA PARMANAND:   
May I ask a question? 

SHRI M. C.  SHAH:      I am    sorry. 

About deficit financing, I think that enough 
has been said about it by the Finance 
Minister. Also the Planning Commission's 
report will be coming in for  discussion.   
This Bill 



 

has to go to the Lok Sabha before 5 P.M. 
Otherwise we will be in difficulties. 
Tomorrow the Lok Sabha is not sitting. 

DR. SHRIMATI SEETA PARMANAND: 
How many names have been published of tax 
evaders? 

SHRI M. C. SHAH: The learned lady must 
be knowing because she is a Barrister also, 
that there is section 54 of the Income-tax Act 
which prohibits the giving of names to any-
body outside. 

MR. DEPUTY CHAIRMAN: The question 
is: 

"That the Bill to give effect to the 
financial proposals of the Central 
Government for the financial year 1956-57, 
as passed by the Lok Sabha, be taken into 
consideration." 

The motion was adopted. 

MR. DEPUTY CHAIRMAN: We shall now 
take up the clause by ■clause   consideration   
of  the  Bill. 

Clauses 2 to 38 the First, Second, Third 
and Fourth Schedules, clause 1, the Title and 
the Enacting Formula were added to the Bill. 

SHRI M. C. SHAH:    I move; 

"That the Bill be returned." 

MR. DEPUTY CHAIRMAN: The question 
is: 

"That the Bill be returned." The 

motion was adopted. 

ALLOTMENT OF TIME FOR CON-
SIDERATION OF THE MOTIONS FOR 
REFERENCE TO JOINT COMMITTEE 

OF THE HOUSES OF THE STATES 
REORGANISATION BILL, 1956 AND 

THE CONSTITUTION (NINTH 
AMENDMENT) BILL, 1956. 

MR. DEPUTY CHAIRMAN: Before we go 
to the next Bill. I have to inform hon 
Members that the Business Advisory 
Committee at its sitting held 

today has allocated time as follows for the 
consideration by the Rajya Sabha of the 
motions for reference to Joint Committee of 
the Houses of the States Reorganisation Bill, 
1956, and the Constitution (Ninth 
Amendment) Bill, 195C. 

1. The   States   Reorganisation    Bill, 
1956. ... 10 hrs. 

?,. The Constitution   (Ninth Amendment)   
Bill,   1956.    .       . 5  hrs. 

The Committee has also recommended that 
the House should dispense with the lunch 
hour on the 30th April and the 1st and 2nd 
May 1956. 

THE TRAVANCORE-COCHIN AP-
PROPRIATION (VOTE ON ACCOUNT) 

BILL, 1956. 

THE MINISTER FOR REVENUE AND 
CIVIL EXPENDITURE (SHRI M. C. SHAH) : 
Sir, I beg to move: "That the Bill to provide 
for the withdrawal of certain sums from and 
out of the Consolidated Fund of the State of 
Travancore-Cochin for the service of a part of 
the financial year 1956-57, as passed by the 
Lok Sabha, be taken into  consideration. 

The Budget of the Travancore-Cochin State 
for 1956-57 was presented to the Legislative 
Assembly of the State on the 9th March 1956. 
Owing, however, to the resignation of the 
Ministry shortly thereafter it could not be 
proceeded with further there, and it has to be 
dealt with by the Parliament by virtue of the 
Proclamation issued by the President under 
article 356 of the Constitution on the 23rd 
March, 1956. For the present supplies for 
meeting the estimated expenditure for the first 
three months of the year 1956-57 have been 
asked for and approved by the Lok Sabha. The 
connected Appropriation Bill was passed by 
that House in its sitting on the 29th March 
1956, and as the Rajya Sabha was not in 
session and as expenditure had to be incurred 
from 
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