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PAPER LAID ON THE TABLE

Finance

MinisTRY o CoMMUNICATIONS NoTI-
FICATION PUBLISHING FURTHER AMEND-
MENTS TO INDIAN AIRCRAFT RULES

Tae MINISTER ror COMMUNI-
CATIONS (SHRI JacsivaN Ram): Sir,
I beg to lay on the Table, under sub-
section (3) of section 5 of the Indian
Aircraft Act, 1934, a copy of the
Ministry of Communications Notifica-
tion No. 10-A /74-53, dated the 12th
October 1954, publishing further
amendment to the Indian Aircraft
Rules, 1937, together with an explana-
tory note thereto. [Placed in the
Library, See No. S-143/55.]
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DISCUSSION OF THE PRESS COM-
MISSIONS REPORT

Suri BHUPESH GUPTA (West
Bengal): We had been given notice
of a discussion on the Press Commis-
sion’s Report, but we understand that
there is now a move in official quar-
ters to postpone this discussion.

Mr. CHAIRMAN: Not
quarters.

in official

Tae DEPUTY MINISTER
LABOUR (SHRI ABID ALI):
insinuation.

Surt BHUPESH GUPTA: Whatever
may be the Government’s decision on
this, this House should be given an
opportunity to have a discussion on
this very important Press Commis-
sion’s Report so that, while we are
discussing this, the Gcvernment may
know as to how our minds are work-
ing in this respect.

FOR
It is an

Mgr. CHAIRMAN: You are wrong
in saying that there is a move in offi-
cial quarters. There is no such move.

Suri B. C. GHOSE (West Bengal):
I wish my hon. friend, Mr. Gupta,
had consulted the other Members of
the Opposition. As a matter of fact,
we were going to agree, in view of
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the fact that the Government have
not come to any decision, to the poste
popement of this discussion, as some
of us feel that it would not serve any
useful purpose. If my hon. friend
had certain points in his mind, we
could have discussed them. Perso-
nally 1 feel that the discussion would
not be very fruitful at the moment.

Mr. CHAIRMAN: That does not
matter.
Surt BHUPESH GUPTA: Even if

the Government has not come to any
decision on the report, it does not

matter. When an important report
is made to the Government, we
should discuss it even before

decisions are taken on it. Now,
I am prepared to accept any proposal
that may be coming from the work-
ing journalists, but 1 do not see why
this should be delayed, especially as
I have been given to understand that
a certain amount of pressure has been
brought to bear upon the Government
from certain quarters......

Mr. CHAIRMAN: Another insinua-
tion, as Mr. Abid Ali would say.

? e e

THE FINANCE BILL, 1955—continued

6Hrr J. S. BISHT (Uttar Pradesh):
Mr. Chairman, I was saying yester~
day that the Government should take
us into their confidence and tell us
the method and organisation that they
have in order to take prompt action
in case any inflationary tendency was
visible on the horizon. This is neces-
sary because we have had some bitter
experience during the Second World
war. There were assurances from
the Finance Members of those days
that at least in that war there would
be no inflation and that no one would
be allowed to make windfall profits,
while people were dying of st-rva-
tion, but our experience was that in
spite of the vast amount of currency
that was pumped into the economy of
the country, for three years till about
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the autumn of 1942, there was no
inflation but suddenly in the autumn
of 1942, inflation came and as if the
dam had been finally broken and we
were deluged by it. The currency
in circulation which was about Rs.
175 crores when the Second World
War broke out, went up to Rs. 1,200
crores. It is very necessary that dur-
ing the Second Five Year Plan all
necessary measures should be adopted
in time to see that inflation does not
spring upon us. I am sure that the
Finance Ministry must be aware of
the opinion of Lord Keynes in this
matter; after having studied the infla-
tionary tendencies in Germany and
France after the First World War and
after making a detailed study of the
subject, he came to the conclusion
that, if scientific methods are adopted,
there is no reason why there should
be any inflation at all. It is neces-
sary that in the interests of the Five
Year Plan itself, there should be no
inflation, because that will defeat the
very Plan itself. The Second Five
Year Plan is of the order of Rs. 5,600
crores, and if inflation sets in, prices
will go up, and as prices go up, wages
will go up, and then the Plan would
cost us probably double or treble this
amount. It will again be the same
old tale of too much money chasing
too few goods. This is the reason
why many of us feel apprehensive in
this matter and wish to be fully
assured, because the middle classes and
the fixed salaried classes would be
very hard hit. Unfortunately in this
matter the industirial classes favour
deficit financing, and unfortunately
also they control the press. That is
why the reality of the danger is not
so visible.

Now, coming to the Bill itself, I
welcome the concession that the
Finance Minister has made in reducing
the excise duty on coarse and med-
fum cotton cloth. We pressed for it
at the time. In view of the fact that
the agricultural prices have fallen,
this would have hit the agricul-
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turists very hard. The Finance
Minister has now made this con-
cession and this is very welcome.
In this connection 1 wish to answer
one criticism that has been levelled
against the Finance Ministry, and it
1s that they brought forward a Budget
and that later on they made conces-
sions and that it became, therefore,
virtually a new Budget, because the
revenue deficit that was expected to
be Rs. 8} crores would now be Rs. 13
Crores.

Surr H. P. SAKSENA (Uttar Pra-
desh): Rs. 17 crores.

Surt J. S. BISHT: Thank you. In
fact, I welcome this responsive atti-
tude on the part of the Finance Minis-
try. This is in keeping with demo-
cratic traditions. It is not fair to say
that, if the Finance Ministry responds
to the criticism of both the Houses of
Parliament, they should not be com-
plimented for it. It is not right for
any Ministry to take a decision and
then to stick to it in spite of the
defects and deficiencies pointed out
therein by Parliament.

Now, coming to the question of
income-tax, whatever proposals are
being made now are welcome. It is
in fact like the cat and the mouse
game, the battle of wits between the
police and the criminal or the tax-
collector and the tax-dodger, and the
Government is entitled to take
appropriate measures in order to plug
all the holes. But there is one point
which must be borne in mind, and it
is that tax-dodging goes on to some
extent in other countries also. It has,
however, assumed large dimensions in
this country. There must be some
reason for it. Is it that the taxation
level has overstepped the saturation
point? Or is it that the industrialist
feels that the tax is of such dimensions
that it is morally right for him to save
something for himself by whatever
means there are with him? Because,
if a man makes Rs. 5 lakhs profit a
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year, it means that he is an entrepre-
neur of a very high order who is risk-
ing capital to a very large extent and
in order .0 make that profit, he must
be planning carefully, working hard
and using all his talents and resour-
ces to that extent but at the end of it
he finds that Rs. 4,07,000 is taken
away by the Tax Department and he
is left with only Rs. 93,000. Then in
that contingency is it to be wondered
at if he tries some method of evading
his tax? It may be so that in other
countries these things are happening
but you must remember that both
UK. and U.S.A. have had 200 years
of start over us and they have deve-
loped industries to a very great
extent, Moreover the economy is indi-
vidualist, not of the type of which we
have here where many of the concerns
are of a joint family nature and there
are so many dependents on the man
and there are so many liabilities and
obligations on him. Our Tax Depart-
ment does not make much allowance
for that. In fact even in the ordinary
tax rate there is not much allowance
with regard to the number of child-
ren and the other obligations that
they have to meet. For instance, in
England they make concessions for
that. Therefore the Government
must seriously consider as to what
would be the right level at which to
tax these incomes, if these private
sectors are to be left at all, because
yvou cannot have it both ways. If you
think that the private sector is not
worth having and the whole economy
must be in the hands of the State,
then it is much better to wipe out the
private sector altogether but if you
think that a portion of the economy
must be left in the hands of private
sector, then it can function only
under its own laws of economics. It
cannot function under a sort of mixed
rules which will be more appropriate
for a regimented sector of economy.
If vou leave them that way, I have
no doubt that there willbea proper
response because after all by merely
raising taxation you don’t make much
because you lose more in the money
that is leaked on account of these eva-

36 RSD.—4.
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sions than the money you recover
from that. Moreover the honest man
pays and the dishonest man evades

even then.
il

1 e Y i

in this connection I want to draw
the attention of the Government to
the Taxation Enquiry Committee
Report. In fact in framing this Bud-
get the Government took advantage
of a few proposals immediately in
order to increase its revenues. Now
my humble submission is that the
Taxation Enquiry Committee Report
is not as it should be. In fact it is
a disappointing report. We expected
from such a high-powered Commit-
tee consisting of such experts and
economists and public men to give us
a more scientific basis for taxation.
The real point was that they should
have looked at it from the point of
view of the average tax-payer and
not merely from the point of view of
the Treasury. Because it is that man
who really matters in any scheme of
taxation. You have got only one man
who is the citizen of India and he is
subjected to the taxation by the local
authority, whether it be municipal or
notified area in an urban population
or it is District Board in a rural area

and he 1is also taxed by the State
Government as well as the Central
Government. We thought that the

Taxation Enquiry Committee would
find out correctly what is the inci-
dence of taxation at every level of
income, i.e., let us take the income of
Rs. 100 a month. If you take the
average per capita income of this
country as Rs. 250 and take a family
of 5, then that would come to Rs. 100
a month as the average family income.
Then you should know the incidence

of taxation at that level of
income both agricultural and non-
agricultural. The second category

would be from Rs. 100 a month to Rs.
350 which is your taxation level.
Another would be from Rs. 350 to the
super-tax level which you have now
reduced to Rs. 20,000 and the 1last
would be those who are above that
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category. Then find out what is the
incidence of taxation on each man
and you can distribute that taxation
among yourselves. For instance, so
far as I am concerned, I am not inter-
ested with regard to the internal
arrangement and the quarrels between
the various authorities. The State, as
defined in the Constitution, consists of
the Central Government, the State
Governments and the local authority.
With their mutual arrangements or
quarrels or rivalry I am not concern-
ed. What I want is this. How much
do you want to take from me? In
what way these should be distributed
among yourselves is not my concern.
There should be a correct and suit-
able basis for taxation and I hope that
before these recommendations of the
Taxation Enquiry Committee are
adopted by the Government, they will
carefully examine this point, because
certain sections are being squeezed
dry. 1 also drew the attention of the
Finance Department and there was
no reply......

Tur DEPUTY MINISTER roRr
REVENUE anp CIVIL EXPENDI-
TURE (Surt M. C. SHAH): Does the
hon. Member advocate no other tax
excepting this?

Surr J. S. BISHT: You levy taxes
at every level, the local authority, the
State Government and the Central
Government, in such a manner that
the whole incidence is fairly distribut-
ed at every level, not that for your
convenience you take hold of the same
head and jump at the same old man
again and again. I also drew the
attention of my hon. friend to the
report of Mr. Appleby. He said that
instead of increasing your rate of tax-
ation you should concentrate on
stopping all leakage in collections and
he said that if you succeed in that,
you would gain more in the total
volume of revenue you collect. We
would like to know whether the Gov-
ernment adopted any of the proposals
wmade by Mr. Appleby in this connec-
tion. It may not be out of place to
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draw the attention of the hon. Fin-
ance Minister to the Income-tax
Department itself. I think the Gov-
ernment is accustomed to complaints of
corruption with regard {o various
departments but surely the Income-tax
Department is in this respect quite
blame-worthy......

Surt H. P. SAKSENA: Who told
you that the Income-tax Department
was praise-worthy?

SHrRr J. S. BISHT: Yes. We in fact
note that now they have taken the
authority and prestige in the urban
areas of the British Collectors of the
old regime. Wherever the Income-tax
Officer is there, you will find always
big bosses of that area dancing attend-
ance on him and meeting every
requirement of his there. And why is
it that theré are so many arrears?
Why is it that the assessments are not
made quickly? Why is it that people
have to be dragged from one place
to another and cases drag on for years
and years and nobody knows where
he stands or how much he will have
to pay? In my opinion, this is not
quite fair. There must be some rules
for assessments to be made quickly.
In fact in order to help get over cer-
tain evasions made by very clever
people, certain rules are made and
that is an additional weapon in their
hands. Under the cover of that rule,
they can again abuse their power. ¥
think the Income-tax Department
functions in every country—in Eng-
land and U.8.A. and we don’t hear
such complaints there even from the
assessees. Why is if that we have so
many complaints? It is worth-while
going into it and it is common know-
ledge that things are not as they
should be. It is true that there are
large numbers of good people among
them but that is not an answer
because even if 50 per cent, are not
good, the injury done to the assessees
is really very high and I hope the
Finance Department will see to that. It
is not very difficult if you in fact take
proper steps. I can tell them that in

. U.P. there used to be a certain amount
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of corruption in the Civil Judiciary—
among Munsifs and Sub-Judges.
Then came a Chief Justice by the
name of Sir Grimwood Mears deter-
mined to root out that corruption and
he started his plan and I think within
two years he dismissed and punished
nearly a dozen civil judges and mun-
sifs and took very strong measures.
That was about 25 years ago. And
we are proud of it that we have never
heard of any corruption in the ecivil
judiciary and it is as pure as can be
expected. That is why I submit that
if they really take energetic measures
and make an example of some such
people, they can achieve the object.
They have got such a vast Intelligence
Department at the Centre and in the
States and there is no reason why they
should not be able to handle this pro-
blem; and once they start doing it,
they will find the people also co-
operating with them.,

Sir, there is another point to which
I wish to invite the attention of the
hon. the Finance Minister and that
relates to the trouble that is being
caused by these inter-State sales taxes.
I am told that a new sort of theory
is being developed that a citizen is
also a citizen of the State, as also a
citizen of India—something totally
unknown in the Constitution. We all
thought we were only the citizens of
the Union and we are not subjects of
local authorities, of any S ate, and so
for the purpose of taxation such theo-
ries should not be allowed to come up.
It is said that some territorial nexus
theory is being developed. There is
an appeal at present pending before
the Supreme Court being vigorously
argued and let us see what the result
of it is. Whatever the result, last
time, if I remember right, the hon.
Deputy Minister pointed out that
there were certain constitutional diffi-
culties arising in this matter. But
since then we have had two Consti-
tution (Amendment) Bills. Why not
have a Bill for amending the Consti-
tution to the effect that sales tax
should be levied only on local con-
sumption within the State and that it
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should not become this sort of a game
between so many States where every-
body pounces upon the thing? It is
unfair both to the merchant class and
to the consumers also. Why should
a man pay it so many times? If a
man buys a motor car in Delhi, he
pays here and also at Bombay, merely
l..ause some assembling was done
there? In fact we should regularise
the thing. I suggest that the Central
Government should collect the whole
tax throughout India and distribute
it to the States according to their
shares. If they cannot do it, then at
least legislate for the whole of India
and let the States collect it in their
own territories in the manner best

suited. In fact there should be no
difficulties. Local authorities, muni-
cipal committees, cantonments and

notified areas are collecting their oct-
roi duties which more or less, is a
tax like this, on local consumption
and they make no difficulty about it,
because when they find that a thing
goes out, they refund the octroi levied
on it, and it should be so. If a State
levies sales tax for local consumption
and if it finds it to be exported, then
there should be arrangements for the
refund of the tax, and then this grie-
vance will be removed. I think it
must have come to the notice of the
Government of India that there was a
hartal throughout most of the coun-
try on this issue recently.

In this connection, I wish to draw
the attention of the hon. Minister to
the point which I had mentioned
many times, namely that there was a
certain sum—I do not know whether
it was Rs. 3 crores or so—in the First
Five Year Plan granted to the local
authorities to improve their sanita-
tion, sewerage, water-supply etc. I do
not know whether that money has
been spent or is still lying with the
Central Government, or whether the
rules were so stiff that nobody cou’
take any money out of it. I hope some
arrangement will be made that in th
First Five Year Plan, or at least in
the Second Five Yecr Plan, that
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“money is duly given tc these local
authorities that are in urgent need of
it. In this connection, I am reminded
of a speech made by Mr. Attlee, Lead-
er of the Labour Party of England,

. when he visited China. He said that

" when he went round the cities, he
found a remarkable change there—
that there were no flies, nothing stink-
ing, no dirt, nothing of that sort. Anc
let us remember that that Governmen!
in China had come to power only in
1949. Can you say the same thing
if you go to any city in India? Here
you find the old things, bad sanita-

tion, bad water-supply, the same
incidence of typhoid, of small-pox,
cholera and what not. Surely we

should be able to remove this state of
things. When other countries have
done it, there is no reason why we
t00 should not be able to do it.

Dr. RADHA KUMUD MOOKERJI
(Nominated): Have you done it in
your Naini Tal? Have you banished
them there?

Surt J. S. BISHT: We have
banished typhoid from there. Go to
Delhi, the Capital of the country, go to
Old Delhi, and see the surroundings,
you will find them as they were in
the Moghul period. You can get rid
of them and make a visible impres-
sion on the people. Make provision
in the Five Year Plan so that the peo-
ple can visibly see what is being done.
Clear oft all this dirt and stinks.
That should be our first job. If you
divide the cost between the three par-
ties, 33 per cent. to be borne by the
local authority, 33 per cent. by the
State Government and 33 by the Cen-
tre and also see to it that the work
is carried out, you will not only
improve the living conditions of the
people now living in those slums, and
dungeons, Frut you will also make a
good show of the Five Year Plan.

There is enly one more point that
I have to touch upon, the last one,
and that is of a slightly parochial
nature. That point relates to the very
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neglected Himalayan region, extend-
ing from Kumaon to Kashmir, a very
larga area populated by nearly eight
or nine millions, equal to the total
population of Assam and many other
States. But this large area has very
bad communications. There can be
no railway lines, there can be no ajr
services. The only service that can
be 1un in these regions is on good
motor roads. I have suggested last
yvear and the year before last also,
that a national highway should be
constructed so as to link the whole
area from Kumaon to Kashmir, some-
thing like the Ganga flowing along,
with her tributaries. I submit that at
least the Government should bring
this point to the notice of the Plan-
ning Commission so that they may
include it in the next Five Year Plan.
They may at least have a survey of
this project made so that this large
area may get out of its poverty which
it now suffers on account of the lack
of communications. Moreover, it is
also a strategic area. On the other
side of the Himalayas, the Chinese
Government is building roads and
aerodromes all along the line in Tibet
and surely we should do the same
thing on this side, at least for our
own defence purposes. I hope this
point will be brought to the notice of
the Planning Commission.

Thank you.

Surr B. C. GHOSE (West Bengal):
Sir, T would like to begin with a
request to the hon, Minister. I believe
that the discussion on this subject in
this House can be more informative
and fruitful if a memorandum were
prepared and circulated to hon.
Members, explaining the implications
of the financial proposals. I am
aware that a small pamphlet was
issued, but it was only about the
income-tax proposals. Since then,
many modifications have been intro-
duced in the original proposals, and
in the absence of full information,
it is difficult for Members to make
any really fruitful contribution.

[Mr. DEPuTY CHAIRMAN in the Chair.]
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Sir, a criticism levelled against the
financial proposals is that as a result
of the modifications now introduced,
they amount to almost the presenta-
tion of a new Budget.

In view of the far-reaching charac-
ter of some of these changes, the
criticism is not quite unfounded and
the strange part of it is that instead
of admitting that that is unfortunate,
Government appear to be making a
virtue of its own failure by giving
various explanations. The hon, Min-
ister said that they have always an
open and free mind. That is very
good but the mind should be open
and free before the proposals are for-
mulated, as my hon, friend Mr.
Govinda Reddy said yesterday. It,
however, appears that before the pro-
posals were formulated, sufficient care
and attention were not bestowed on
them. The hon. Minister for Com-
merce and Industry said in the other
House, “We have the courage to come
with revised proposals before the
House”. Itisnotaquestionof courage
at all, but it is a question of lack
of information and of not having
aedequate consultation before the pro-
posals were formulated. That is
really unfortunate because if the tax-
ation proposals are formulated once,
they should not, without very good
reasons, be changed. I do not say
that they should not be changed at
all. I do not say that, but there should
be sufficient and very good reasons
when modifications are made.

Surt JASPAT ROY KAPOOR
(Uttar Pradesh): May I know whe-
ther the hon. Member suggests that
the taxation proposals in view should
ve discussed in the House in advance?

Surr B. C. GHOSE: I was not sug-
gesting that. I was not suggesting
that at all. What I said was that
some of the modifications proposed
are really good and some are not so
good and it appears that in certain
cases there were good reasons which
were overlooked when the proposals
were formulated and the modifications
are satisfactory while in other cases,
the modifications have been due to
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apparent pulls and pressures exercised
by different interests and the modifica-
tions so effected are not so satis-
factory. Now, let me illustrate
this by some references. If you take
fhe excise duties, why is it that there
have been modifications of the excise
duty proposals? Thae hon. Minister
for Revenue and Civil Expenditure
stated yesterday that the experience
of the operation of excise duties has
clearly shown that ad valorem duties
are not administratively suitable for
these commodities. Was not this
information available before the pro-
posals were formed? If they were,
why were they not made specific
because the difficulties that he details
later on were difficulties that were
known to have existed even before.

With regard to the rates of the
duties, they have been reduced to a
certain extent but there is one point
about these excise duties. What is the
Government aiming at? If you look
at the amount of revenue that the
Government will be getting, it has
been reduced from about Rs., 177
crores to Rs. 88 crores. Now, out
of that, I believe sugar accounts for
about Rs. 5 crores and cloth between
Rs. 2 to Rs. 3 crores. So, all that you
will be getting out of these new
excises, according to Government'’s cal-
culation, appear to be between one to
two crores of rupees; probably, not
even that., Was it worthwhile giv-
ing this sort of a jolt to certain
industries which have not yet establi-
shed themselves, because there is still
a large unused capacity? Was it
worthwhile to raise this amount of
money, to impose these excise duties?
In regard to strawboard, for example,
one of the reasons for exempting it
from the duty given by the hon. Min-
ister yesterday was that there was
a large unused capacity in that
industry. Now, that applies to many
other industries which have now been
made subject to these excises. There
is yet another point and that is, these
excises  which have been newly
introduced, I believe, impinge more on
the middle classes. That is a point
and its implications are the consider-
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ations to which I want to revert
soon. But I want to go on to the
income-tax portion now because I feel
that so far as excises are concerned,
the changes are satisfactory but there
was no necessity for introducing these
changes later on because all the
information should have been avail-
able to the Government before the
duties were decided upon. Incidentally,
Sir, may I mention that it appears that
after excise duties are levied, the
Finance Ministry sends its intelligence
officers round to the various factories
in order to collect information which
are already in the possession of the
Govornment?  The Ministry of Com-
merce and Industry, I must say, is
very vigilant nowadays. It is all
the time after the factories trying to
get all kinds of information and I
can also say that the cost has increas-
ed as a result of this information
that are being collected from time to
time. I do not want to say unneces-
sarily, because they are necessary but
the point is that they are available
in the Commerce and Industry Minis-
try. Why is it then that after the
duties are levied the Finance Minis-
try itself sends its officers round to
collect the very same information?

Coming to the income-tax propo-
sals, Sir, some are quite good, for
example, the changes brought about
in section 23A are better than the ori-
ginal proposals but it will all depend
on what the Income-tax Commission-
er will do. I believe there is a valid
criticism that there should be an
opportunity for appeal either to the
Appellate Tribunal or to the High
Court and not merely to the Asses-
sors appointed by the Government.

I now come +to certain features
which I do not consider as very satis-
factory, namely, the changes in claus-
es 4 and 5, particularly in regard to
perquisites. I want to know the
reason why that has been changed?

What new information has been
brought to light now that was not
available with the Finance Ministry

when it had formulated the propo-
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sals? The hon, Minister stated
yesterday, “We received certain repre-
sentation on these points and cer-
tain difficulties were pointed out and
we have amended these proposals in.
the light of those difficulties which
were found to be genuine by the Gov-
ernment”. Now, we are certainly
entitled to know what the difficulties
pointed out were which were not
known to the Government when the
proposals were made? I do not also
understand, for example, the princi-
ple behind certain allowances now
given and which will not be avail-
able in the future. The entertain-
ment allowance is being given to the
present employees but it will not be
available, I believe, to future
employees, Now, what is the differ-
ence? If it is not going to be given to
the future employees, why should the
present employees be given this con-
cession? 1 should also like to know
as to who are the people who are
likely to benefit as a result of this
concession? Primarily, which is the
section of the people from where the
representations came? Did they come
from Ministers also or, was it from
business people only? If it is from
business people, was it from Indian
business houses or, to what extent
from Indian business houses and to
what extent from non-Indian busi-
ness houses? If Government do not
give sufficient reason, then I think
we shall be entitled to conclude that
there have been pulls and pressures
exercised upon Government to get
this advantage.

These are the main criticisms that
I wanted to make in regard to the
proposals but I want to raise certain
questions of policy in this regard.
The first is in regard to the imposi-
tion of the excise duties. It appears
that the Taxation Enquiry Commis-
sion came to the conclusion that the
incidence of taxation generally, tak-
ing into account the excise duties
also, was highest on the middle class-
es and fixed income earners and that
the richer classes and also the labour-
ing classes were, to a certain extent,
better off. They recommended, in the
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first place, that excise duties should
be levied on luxury goods first and
they felt, at the same time, that if
the purpose was to raise revenue,
then they should be levied on certain
articles of general consumption also.
Although at first sight that may
appear to be not so good because it
will have effect on the general mass
of the people, now that we are hav-
ing a plan which is designed to
improve the condition of the general
mass of people, it is but reasonable
to expect that they should also make
some contributions.

Now in the light of those recom-
mendations of the Taxation Enquiry
Commission, what have Government
done? What are the mnew luxury
articles on which they have imposed
an excise duty? Or one may even
go further and ask as to what mea-
sures Government are taking to place
a ceiling on income, a proposal which
appears also to be supported by the
panel of economists set up by the

Planning Commission. I must also
say, Sir, that the suggestions and
recommendations of the Taxation

Enquiry Commission are also rather
unsatisfying from this point of view
that having come to the conclusion
that certain sections of the people
were being taxed more than others,
they do not suggest, taking into ques-
tion the equity of taxation, as to what
articles should be first taxed with a
view to secure equity of taxation and
also raise larger revenues which is
the Government’s aim.

Now the second point is in regard
to the sales tax to which a reference
was made by my hon. friend Mr.
Bisht. The position is very difficult
and anomalous because of the attempt
on the part of States to impose taxes
on non-resident dealers. Now we
all know that there is a case pending
before the Supreme Court, but what-
ever the decision of the Supreme
Court may be, it stands to reason that
the Government will have to do some-
thing about this matter, and I find
there iy a recommendation also by
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the Taxation Enquiry Commission
that there should be a constitutional
amendment by which inter-State
transactions of sales should be taxed
by the Central Government and that
is to include also certain types of
intra-State transactions, which have
intra-State character, particularly in
relation to certain raw materials
which will be used in the manufac-
ture of finished articles, which will
again be sent out for sale to other
States. Now I should like to know
as to whether Government has come
to any conclusion on this issue.

THE MINISTER rorR COMMERCE
AND INDUSTRY (Surt T. T. KrisH-
NAMACHARI) : No.

Surr B, C. GHOSE: Are they await-
ing the -decision of the Supreme
Court?

Sumt M. C. SHAH: I will explain
it while replying,

Sert B. C. GHOSE: Because, that
is a very important matter which is
affecting trade and commerce of the
different parts of the country and this
matter has been before the Govern-

ment for a very long time. There
was a Ministers’ Conference held.
There were certain tentative propo-

sals also made. We understood that
it was to be converted into a purchase
tax which I understand has fallen
through. So what is the present
position and what do the Government
propose to do in the matter?

Finally, Sir, I should like to draw
the attention of the Government to
sources other than taxation and bor-
rowing for raising revenues. Now as
our plans grow larger in size and
expenditure on the plan is to be lar-
ger and larger, it will be certainly
difficult to find all the resources from
taxation and even deficit financing
will not be sufficient if we are to
resort to it only to a reasonable extent,
and therefore suggestions have been
made that Government should explore
other sources of raising revenues,
The suggestion is that they should
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have income from their own under-
takings. Rather oblique reference to
that is made by the Taxation Enquiry
Commission, but it appears that the
panel of economists set up by the
Planning Commission made certain
definite proposals. They said firstly
of course there should be further
steepening of direct taxation and
placing a ceiling on incomes, which
is in common with the recommenda-
tion of the Taxation Enquiry Com-
mission. Secondly they suggest also
a revision of price policy of commodi-
ties manufactured by Government
undertakings wherever that is possi-
ble, and finally they also propose a
further extension of the public sector
because of the need to raise more
revenues. They suggest that Govern-
ment may resort to State trading,
particularly in jute, Now that was
a proposal which was gone into by
another committee which suggested
the setting up of a public corpora-
tion for undertaking all trading in
export and import business. The
Taxation Enquiry Commission also
makes a recommendation that fiscal
monopolies may be set up instead of
levying excise duties. But, what-
ever that may be, it would appear that
it has become necessary for Govern-
ment to increase its revenues by
expanding its public sector and there-
fore certain types of businesses, such
as jute trading—probably insurance
also because the business of insurance
is all standardised and carried on
absolutely under Government’s direc-
tion and there may be other busines-
ses which Government should exa-
mine as to whether they may not
take them over in order to expand
their resources. I do not feel that
the way the Government has been
trying to increase its revenues by
tevying a few more additional excise
+duties here and there will give them
very large amounts of money. I am
sorry that the excise duties are levied
on articles which primarily are
consumed by the middle classes and

also of course the lower classes and
it impinges rather heavily on them
the richer classes have not been

BoLL . 3
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touched so much. There is a progres-
sion in taxation, but that progression,
as everybody realises, is not sufficient
and something further should be done
and I should like therefore the hon.
Minister to tell me as to what the
Government intend to do in future
in regard to all these matters.

Pror. A. R. WADIA (Nominated):
Mr. Deputy Chairman, yesterday 1
listened to Mr. Govinda Reddy’s very
able speech with great pleasure, but
1 do feel that he was very harsh on
the Finance Minister, 1 personally
feel that Ministers as a rule are
extremely adamant in not yielding to
or accepting even reasonable amend-
ments to the various Acts of legisla-
tion proposed by them. And therefore
if the Finance Minister was good
enough to yield to public criticism
and reduce the burden of taxation,
he would deserve our thanks rather
than our criticism. But on one point
I agree with Mr. Govinda Reddy and
that is with reference to the burden
that has been placed on unmarried
persons. I think the arguments that
he advanced are very reasonable. I
am not sure if it is not a little too
late this time for the Finance Minister
to resile from the present position,
but I do hope in the future years he
will reconsider the position in view
of the social conditions in India. I
think it is generally true to say that
there are comparatively very few
unmarried persons in our country
and it is equally true to say that in
view of our general social structure,
especially in the Hindu Joint Family,
it is hardly possible even for an un-
married person to escape the respon-
sibilities that devolve on his should-
ers as a member of his family. As
a matter of fact, even in so highly
individualised a community as my
own, I have come across many hap-
py instances where persons have lite-
rally sacrificed their lives in order to
maintain their mothers and unmar-
ried sisters or even younger brothers
and I think that aspect of the propo-
sition should be borne in mind b3
the Finance Minister in future.
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There is just one more point to
which I should like to refer and that
is with reference to clause 7. I find
that notice of an amendment has
a'ready been sent by Mr. Gupte
and I heartily support that amend-
ment. I think it is merely a verbal
amendment and I hope the Finance
Minister will be able to accept it. The
proposal as is put in the Bill says
that “a member of a co-operative
society to whom a building built by
the society is allotted or leased under
a house-building scheme of that
society shall be deemed to be the
owner of that building.” The amend-
ment proposes the addition of the
words ‘or a part of a building’ in the
second line as well as in the last line.
Sir, I am quite sure that this omission
is merely due to an oversight. If the
principle is accepted that the members
of a co-operative housing society are
entitled to be regarded as owners of
the buildings for which they have
paid value in full, that principle
should be equally extended to the
very large structures which have
come up in Bombay city recently
where buildings worth several lakhs,
may be anything from Rs. 10 to Rs.
20 lakhs, are owned by housing
societies the members of which have
purchased individual flats in those
buildings. It is but reasonable that
the ownership of those flats should
be frankly recognised just as the
ownership of a whole bungalow form-
ing part of a housing society js
recognised. In Bombay unfortunately
we cannot expand on land because
the scarcity of land is so very great.
The only hope of expansion is by
expanding towards the sky and there-
fore it becomes very reasonable for
a number of people to combine
together and build a large building
each flat being paid for by a parti-
cular owner. I think the Government
intends to include this sort of owner-
ship also within the meaning of this
clause. The amendment only seeks
to clarify that, and if this harmless
amendment is accepted, I think it will
be conferring a great benefit on the
housing societies in Bombay. 1 may
say that the housing conditions in
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Bombay are extremely bad; perhaps
they are bad in several other cities
as well. In Bombay they are parti-
cularly bad and it is not possible for
an individual to build large houses
in Bombay at the present moment
and therefore these co-operative
housing societies have come as a very
great boon. It may be that they are
not worked in as good a spirit as they
ought to be worked but on the whole
nobody can challenge the goodness of
the principle involved.

Suarr K. S. HEGDE (Madras): I
think it is covered by the clause as
it is. The whole includes the part.

Pror. A. R. WADIA: I do not know;
if that is so......

Surt K. S. HEGDE: Even without
any amendment, it will cover them
because it is an important dictum of
the law that the whole includes the
part.

Pror. A. R, WADIA: In that case
the necessity for the amendment does
not arise but I do feel, considering
the ingenuity of the lawyers, that it
would be safer to include them spe-
cifically by this amendment,

Sur1 M. GOVINDA REDDY (My-
sore): Sir, I rise on a point of per-
sonal  explanation. Prof. Wadia
observed that I was harsh on the Fin-
ance Minister for making such modi-
fications in the taxation proposals.
It was not so. In fact I said that it
was gratifying to note that he had
foregone a large part of the revenue,
nearly Rs. 9 crores, but I made the
same point which Mr. Ghose has
made that this must have been well
considered before.

Dr. RADHA KUMUD MOOKERJI:
Sir, it is a matter of great gratifica-
tion that the Finance Minister in a
truly democratic spirit, out of regard
for the opinions expressed in both
the Houses of Parliament and also
outside Parliament. has seen his way
to reduce to some extent the burder



6045 Finance
[Dr. Radha Kumud Mookerji.]
ot taxation that was lying heavy on
the middle classes and the poorer
people, He has thus shown that heis
always open to conviction though, as
some of the speakers have already
observed, perhaps it is rather rare in
the annals of financial history that
taxation proposals first submitted to
the House have been changed in the
light of views and opinions expres-
sed in the general discussion. It
augurs well for the working of
democratic institutions, and my friends
on the other side must be prepared
to admit that the Finance Minister
of this Government is perfectly per-
vious to good suggestions. But while
1 congratulate the Finance Minis-
ter on the extent of the con-
cessions given in the light of
expressed public opinion, I feel
he might have gone a step fur-
ther in one direction, that is, he should
have treated paper as an essential
commodity and should have absolu-
tely exempted paper from all taxa-
tion, Now, the result of taxation that
still remains on paper is really
disastrous to the cause of education in
the country. Pray, do not imagine
that I am indulging in platitudes and
generalizations. I have got facts and
figures which tell their own fale.
The history of taxation on paper is
itself a very dismal history. It takes
us back to the times of the last war
when paper was strictly controlled
in the interests of military propa-
ganda. If I may be pardoned for a
personal reference, I have myself
suffered from the commandeering of
the entire stock of paper kept
reserved for printing one of my books
in England. And the reason for this
commandeering of the stock was that
it was required in order that bulletins
could be printed and showered upon
the battleflelds of North Africa. My
printers, Stephen Austin & Sons,
gave this explanation as to why 1
should suffer even though my stock
of paper was already there. When
the war-time control was removed
and the trade in paper became normal
the Government stepped in because
the price of paper was going down and
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therefore it was time to intervene
with some kind of taxation on paper.
At present, Sir, the price of common
writing and printing paper in the
Calcutta market has increased from
3% annas to eleven annas and eight
pies per pound. I hope my Com-
munist friends will support me in
this stand of mine for paper.

Surt BHUPESH GUPTA (West
Bengal): Yes; we also write things.

Dr. RADHA KUMUD MOOKERJI:
I want general support for a question
of thig kind. Of course, the supply
of indigenous paper is not sufficient
to meet the demand and therefore
paper has to be imported out of
necessity, The price of imported
paper has also risen from twelve
annas and eleven pies to more than
a rupee per pound. I may also
inform this House that as much as 70
per cent of the total paper, indi-
genous or imported, is used for pure-
ly educational purposes and therefore
the axe of this tax will fall heavily on
education. It is directly a tax on the
spread of literacy in the country.
The Finance Minister expected in
levying this taxation that it will ulti=-
mately come out of the manufactur-
ers’ profits but the actual fact has
falsified his expectations. The tax
will not come out of the manufactur-
ers’ profits but will fall on the con-
sumer. At the same time he must
note that the per capita consumption
of paper in India is tragically low.
It is only about 25 to 50 pounds per
head as against about 400 pounds in
the U.S.A. The Finance Minister has
been so generous as regards taxation
of other commodities that I am some-
times inclined to think that the
Finance Minister, with his Sanskrit
learning and with his devotion to the
spirit of Sanskrit culture, perhaps
wants to take the country back to the
good old days when the educational
leaders of ancient India did not per-
mit knowledge to be reduced to writ-
ing and conserved in the form of
manuscripts. Even Kumarila Bhatta
of the 8th century A.D. has describ-
ed the consignment of vedic texts to
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writing as an act of sacrilege. Why?
Because in those days knowledge was
regarded as something to be treasur-
ed in the heart and in memory. It
was a system of oral transmission of
knowledge from teacher to pupil and
the teachers of those days were like

walking libraries. But un-
1 p.M, fortunately we have travelled

very far from these ancient
ideals of education and now it will be
impossible to store up knowledge
except by taking recourse to the print-
ing press and the publications. There-
fore, I am rather surprised to find that
while there is so much of provision
made for reducing the Dburden of
taxation in regard to other commodi-
ties, paper is deliberately left ouf.
The Government must remember that
man does not live by bread alone.
There are other values of life, spiri-
tual and cultural, and these values
have to be maintained at all costs as
the supreme objective of Govern-
ment,

{THE Vice-CHATRMAN (Smr1 V. K.
Duacge) in the Chair.]

And, therefore, I should say that even
at this last moment the Government
must lift this embargo upon paper
which is really a taxupon the spread
of knowledge and expansion of lite-
racy in the country, As Ihave been
saying always in this House, what
hope can you have to build up the
country on proper lines on the basis
of 13 to 14 per cent mass literacy and
on the basis of the colossal deficiency
in regard to other necessaries of life?
Therefore, I say that it is time that
the Government must get over their
inaction, their inability to under-
stand the spirit of the times, by giv-
ing ample facilities for the spread of
knowledge in this land of colossal
ignorance and illiteracy.

Now, as regards the results of this
taxation, I as a humble economist—
though I do not claim the distinction
of being on the panel of economists—
but I still claim to be svinewhat of
an economist......
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Surt H. P. SAKSENA: You are a
historian.

Dr. RADHA KUMUD MOOKERJI:
I am afraid that the results of all this
taxation which has been going on at
s0 much strain of planning, the results
of this taxation are not at all felt by
the masses in accordance with the
ideal that we have set before us,
namely, the ideal of a socialistic pat-
tern of society. Now, the masses in
India are still living on starvation
diet and we must be very careful about
facts and figures. The standard of

. the average Indian diet is far below

the limit of nutritional standards in
terms of calories. It amounts only to
about 1,600 as against about 3,000 in
the United Kingdom and 3,218 in the
U.S.A. What have the Indians done
that they must be consigned for ever
to this starvation level diet? Consi-
dered in terms of weight,—because
food has to be valued both from the
point of view of calorific value and
also from the point of view of weight—
in terms of weight, the daily diet of
an Indian continues to be very low,
amounting only to about 23 to 25 ozs.
as against the standard of 46 to 48 ozs.
required. Therefore, in the all-
important sphere of national diet, all
your revenue which is being expended
on other objects, is not able to produce
any appreciable effect upon the life
of the masses. The standard of life
in India continues to be very low.
Not merely are we allowing the
masses to go on starvation diet, but we
are also allowing the people to go
about practically naked, because the
average quantity of clothing available
per head in India is only about 12
yards per annum, I should like the
Finance Minister to go about the
country with this modest allowance
of twelve yards of cloth per annum.
The Minister whose presence is so
inspiring in this House, I wish him
to go about in this country making it
a rule that he shall not be allowed
to take more than twelve yards of
cloth per annum......

Suri BHUPESH GUPTA: Sir, 1
araw your attention to have a look
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at these Benches; they are empty, at
least the Minister should be present......

Surt M. C. SHAH: I am present
here.

Tue VICE-CHAIRMAN (SHrr V.
K. DHace): Mr. Bhupesh Gupta, this
is the time for lunch and those who
are hungry have gone.

Surr BHUPESH GUPTA: Sir, I do
realise, but those gentlemen who
occupy the Treasury Benches should
occasionally forego lunch. They can
have their lunch either before or
after.

Dr. RADHA KUMUD MOOKERJI:
In view of this dire position, the
necessity for clothing from the point
of view of the masses is great. I am
inclined to think that perhaps Mahat-
mga Gandhi, the Father of the Nation,
had a correct instinct and a sense of
leadership when he resolved—unlike
our Ministers—to go about the country
with a piece of loin cloth as the sym-
bol of the nation’s poverty. That is
why Mahatma Gandhi as a great
devotee of truth thought that he had
no right to have a larger quantity of
the essential necessaries of life than
what could be afforded to the average
poor man in the country......

Suri H. P. SAKSENA: But the
country is now suffering from over-
production, Sir. .

Dr. RADHA KUMUD MOOXERJI:
I am not concerned with production,
but with distribution. The distribu-~
tion of the good things of earth per
head of population is miserably low.
On the one hand, you have this won-
derful 13 per cent literacy; on the
other hand, you have tais wonderful
national diet on the basis of which
you are going to build up the national
physique of the country. And to add
to them you have this wonderfully
large quantity of clothing available for
the poor. So, it seems to me that
perhaps the entire financial system of
the country is going on wrong lines.
And 1 believe that there is not enough
pxggpc;ion being promoted in the
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country only for the fact that the
structure of taxation acts is a power-
ful disincentive to the growth of
capital and investment. In this con-
nection, I should like to remind the
Finance Ministry that it is time that
they should not follow the beaten
track of the financial system of olden
times. They must modernise them-
selves in their views on taxation,
according to the requirements of the
modern age. Now, the latest trends
in taxation policy are towards reduc-
tion of taxation to promote invest-
ment and savings., Pray, do not think
I am indulging in mere general pla-
titudes. My point is this. It is time
that the financial experts of the Gov-
ernment should consider other ways
and means by which to build up a
proper system of taxation in the
country; and they must first try to see
whether better results in the shape
of production of wealth cannot be
obtained by going the other way,
namely, trying to reduce taxation so
as to promote saving and promote
investment. Now, Sir, I am on very
solid ground of scientific facts estab-
lished in one of the most progressive
countries of the world, namely, West-
ern Germany. And I am quoting
this for the edification of the Finance
Ministry. The quotation is as follows:

“True to the principle underly-
ing its social policy that taxation
must be bearable from an economic
as well as a social viewpoint and
must not be allowed to stifle pri-
vate initiative, the Federal Govern-*
ment strove to adapt all necessary
changes in the rates of taxation to
the prevailing economic conditions.

] * * L d *

Considering the existing shortage
of capital, a continuation of exces-
sive taxation would have initiated
a process of economic contraction
resulting in growing social burdens
to be met out of shrinking tax reve-
nue and declining national products.
The Federal Government took the
only possible way ‘by making tax
reductions, the first step in its fiscal
policy. This applied first and fore-
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most to direct taxation in general
and income-tax in particular,

In the first place, encouragemernt
was given to the formulation of new
capital in the shape of undistributed
profits and to new investments by
expanding tax exemptions for
replacements and by  increased
allowances for deductible non-
interest bearing loans for housing
and other purnoses.

The lowering of rates of all the
income-tax benefited the small tax-
payer as well as large enterprises.
It also contributed to the successful

struggle against unemploy-

ment...... ”

Sur; B. C. GHOSE: Has Western
Germany accepleg your policy of a

socialistic pattern of society?

Dr. RADHA KUMUD MOOKERJI:
This is from their official report.
[ will come to the point raised by
my friend over there. Please listen to
.one sentence only, It says:

“The rapid revival of the West
German economy has fully vindi-
cated this first phase of German
fiscal policy.”

That is to say, the wonderful rapid
economic recovery of Germany which
was devastated by your friends’
bombing—the U.K. and the U.S.A’s
. bombing......

Tue VICE-CHAIRMAN (Surr V. K.
Duace): It is time, Dr. Mookeriji,

: Dr. RADHA KUMUD MOOKERJI:
“All right. Now this is the last quo-
tation. It says:

“Reductions in tax led to increase
of employment, increase of wages
and increase aof consumption, and
generally of economic activity. All
this increase was due to ‘increase
of net incomes as a result of tax

L1

reductions’.

*I have quoted this trom the Report of
-the Barix UDeutcher, Lander, 1953,
page o. The other citation that I
made was from the book called “Ger-
many Reports’, pages 163-164.

Now, Sir, my point is simply this
_that it is time that the Finance Minis-
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try should explore more modern
methods by which they can build up
the structure of taxation in the country
with a view to increase production in
every sphere of economic activity, by
the rapid formation in the country of
the capital that is required for indust-
rial expansion. And I am tempted to
say this, because your financial sys-
tem has been tried for long, and the
result is this colossal ignorance and
illiteracy of the people, this colossal
poverty of the people. The first fea-
ture that attracted the attention of the
Mission of the International Monetary
Fund was this that India is the poorest
country in the world in regard to food,
clothing and shelter. So my humble
suggestion is this. Flease do not be
over-conservative in your evo]ving
the system of taxation. It is time that
you take lessons from the economic
recovery that has been achieved in
countries which had to suffer the
worst during the last World War, for
example, a country like Western
Germany. And we all know that the
economic recovery of Western Ger-
many is an example of what can be
done in that field by scientific con-
cepts and methods.

Now I am prepared to answer ques-
tions from Mr. Ghose, I think he is
silenced.

Syr1 S. MAHANTY (Orissa): Mr.
Vice-Chairman, the vacant benéhes
opposite would dampen even the most
volatile spirit. However, I will ven-
ture to offer my suggestions and cri.
ticisms for what they are werth.

Surt JASPAT ROY KAPOOR:
These benches are more crowded than
the Opposition benches.

Surt S. MAHANTY: The benches
opposite.

Sir, the Finance Bill has some fea-
tures which have merited general
approbation. At tHe same time, there
are certain features which cannot
escape the severest condemnation at
the hands of the persons who claim
themselves to be the representatives of
the people. Sir, this Finance Bill
introduces at least one feature which
is not only galling to the national
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prestige of India, but which also is
derogatory.

I would like to invite the attention
of this House in this connection +to
clause 4, sub-clause (3), which gives
exemption from income-tax to the
foreign experts whom we are inviting
to this country. Sir, e)gemption from
income-tax is generally allowed to
sovereigns, It is a part of the diplo-
matic immunity which is granted to
all Ambassadors, High Commissioners
and to all persons in the diplomatic
service. It is a well-known concept
that except to a  sovereign, no
exemption from taxation of any kind
can be allowed by a sovereign
country. But sub-clause (3) of clause
4 brings in here, in a most innocuous
manner, the provision which will give
exemption to foreign experts. Yester-
day also, the same point was raised.
The hon. Minister did not give us a
convincing answer, He simply said
that all possible steps are taken to
screen the experts who are brought
to this country. Well, I respectfully
beg to differ from him. This House is
well aware of the fact that various
experts have come to this country
under various agreements. I do not
want to dispute the competence of
these experts, but there are experts
and experts. Experts come to this
country to study “social tensions”;
experts come to this country to
simplify Hindi; experts come to this
country to advise on the better pre-
paration of text-books; experts come
to this country to advise on concrete
mixing; experts come to this country
for planning our villages. Therefore,
Sir, there are experts and experts. I
will give further instances. We know
there are a series of foreign concerns
like Caltex, Standard Vacuum,
Burmah Shell, Oerlikons Standard
Telephone and Cable Co., etc. I am
just quoting a few of them. These are
the prominent ones. These concerns
have set up their plants here and they
bring in their personnel from foreign
countries, and they come to this
country under the guise of experts.
Now, the important but simple
qQuestion is this: What justificatlon is
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there to grant exemption from income-
tax to these high salaried experts? If
it is said that India does not possess
the technical know-how and therefore
willy nilly we have to depend upon
these foreign experts and if they make
a stipulation that unless they are given
income-tax free salaries, they will not
come to this country, well the position
would be different. 1 would like to
know from the hon. the Finance Minis-
ter if any expert had ever stipulated
that he would not accept an assign-
ment here unless he was guaranteed
an income-tax free salary. So far as
I am aware, Mr. Slocum, the high dam
expert who is now in Bhakra, laid
down a stipulation of that nature. I
am told that Mr. Slocum is one of the
few experts on high dam construction
in the world. In those circumstances,
I can understand. These are extenuat-
ing circumstances. I would like to
know if all the various kinds of
experts who are coming to this country
on very high salaries will be granted
this kind of exemption. As I said
earlier, it is not only galling to the
national prestige but it is also dero-
gatory to the sovereignty of India.

Before I come to offer my remarks
on the various proposals incorporated
in the Finance Bill, I would like to
make a few observations on the atti-
tude of the Government, the Planning
Commission and also the Taxation
Enquiry Commission. They live in an
ivory tower of their own dreams and
phantasies. For example, the Planning
Commission was of the opinion that
since direct taxation in India only
affected half per cent. of the working
population—and to put it the other
way—since direct taxes bring in only
about 28 per cent. of the to*al tax
revenue, there is enough scope for
more direct taxation. Also the
Planning Commission held—I am quot-
ing it verbatim—that “there is scope
for making an upward revision so far
as land revenue is concerned.” There-
fore the Planning Commission recom-
mended that there should be a further
increase in the incidence of land reve-
nue. The Taxation Enquiry Com-
mission has only lent this its seal of
imprimatur without examining these
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assertions with any degree of
objectivity. In this context I have lost
all hope of ever convincing the
Government that it is high time that
some ways and means are evolved to
give some relief to the people, to the
consumers, who are, I think, the most
hard hit consumers in any country in
the world. Therefore, in this con-
text, I was not surprised also, when
the original Finance Bill was present-
ed to Parliament, it was said that
cloth, instead of superfine, fine,
medium and coarse, would be divided
into two categories only, viz.,, super-
fine and others, and while the excise
duty on superfine cloth was kept at
the level of 1954, the excise duty on
coarse and medium and other kinds of
cloth was increased. Sir, the story
of the excise duty on cloth is the story
of India’s struggle for independence.
The House is well aware that during
the British regime excise duty on
Indian manufactured cloth was levied
in the interests of foreign imports. For
the first time in the year 1949 excise
duty on cloth was levied. Since then
it has come to stay. Even in 1949
the excise duty was levied only on the
superfine variety of cloth, but two
months afterwards it was extended to
even medium and coarse cloth. Well,
I do not question it. A country which
is expanding its industries, has to
depend on its excise revenue instead of
on import duty, but we have to exa-
mine what the incidence is. Now, I
am putting a few relevant figures
which will bring home the fact that
even the present proposal in its atten-
uated form will mean great hardship
to the consumers at large. On the 1st
January 1949, a 25 per cent. excise duty
was levied on superfine cloth. On the
1st March 1949, 61 per cent. excise duty
was imposed on fine cloth and on
medium and coarse cloth at the rate of
3 pies per yard. On the 1st March
1954 it came to -/2/6 per yard on
superfine cloth, -/1/6 on fine cloth and
-/-/6 on medium and coarse cloth.
This was in addition to the 3 pies
excise duty per yard levied for the
benefit of the handloom industry. If
you care to analyse the excise duty

. .- imposed on superfine cloth in between
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the 1st January 1949 and 1st March
1954, you will find that the restraint on
superfine cloth has been considerably
eased, while it has been emphasised in
the case of coarse and medium cloth.
There was a cent, per cent. increase it
the case of medium and coarse cloth
in 1954, as compared to the rate of
1949, This is of course indirect tax-
ation, but while proposing this indirect
taxation, is it not fair for the hon. the
Finance Minister to examine what will
be its effect? It has also to be borne
in mind that the per capita yardage
of cloth was 16 yards in the pre-war
days, but now it has been reduced to
13 yards. The only reason is that
people cannot afford to buy mere
c'oth, even though they may go naked.
In this context, is it fair for the Gov-
ernment to impose this? I come to
another aspect of this excise duty on
cloth, It should be admitted on all
hands—and my thanks are also due to
the Finance Minister—that he has now
watered down his original proposal
which he mooted at the time of the
presentation of the Budget. But if
you care to look into the original Fin-
ance Bill, you will find that excise
duty was to be levied on linear yard.
Now it is to be imposed on square
yard of cloth, According to my cal-
culation, if a peasant goes in for a
piece of dhoti of 10 yards long and
44” breadth, instead of paying 10
annas, now he will have to pay at
least 12 annas as excise. Therefore 1
consider it simply misleading the House
by Members opposite when they say
that this revised proposal has been g
direct concession to the consumers at
large. I don't think that there was any
justification for levying this kind of
excise duty on cloth. It has also to be
further borne in mind that the whole
burden of the Finance Minister’s speech
was that we want more money for our
expanding economy. How else we can
raise it if we don’t take recourse to
fresh taxation? I don’t dispute that
proposition but may I give an instance
here of how the public money which is
being raised by these—which I would
call—‘immoral’ ways is spent? The
Accountant General of Central Reve-
nues has been repeatedly drawing the
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attention of the Ministry of Informa-
tion and Broadcasting in regard to the
purchase of a Ford Mercury Car at
the cost of the Government Exchequer
imported duty free which is now being
used by a private individual. The
A.G.C.R. has repeated their objections
but the Government would not touch
it. This is only an instance of how
the public money which is being raised
like this by making the people go
naked, is being spent. Therefore this
extra revenue which the hon. Finance
Minister wants to raise by this indirect
taxation could have been very well
.avoided if a certain amount of economy
could have been effected in the various
Departments of the Ministries con-
cerned,

Then there is another feature, a
novel feature, in this Finance Bill
which has rightly not escaped the
attention of the bachelor Members. It
can be called the bachelor’s tax. I
feel the hon. Finance Minister is un-
-doing all the good work which has
been done so far by the hon., Health
Minister, Rajkumari Amrit Kaur, so
far as the control of population is con-
<erned. Now by levying this bache-
lor's tax he is forcing everyone to get
married and get the exemption. It
has to be borne in mind what another

bachelor Member—Mr. Govinda
Reddy, who is not here now—said.
His whole argument against the

“bachelor’s tax” was that the bachelor’s
«commitments are much larger than the
commitments of a married person. It
is for the bachelors to say whether it
is so but I donm’t think that this kind
of invidious distinction is warranted.
It may be that the commitments of the
bachelors instead of being specific
may be general but this exemption
which is now going to be given for the
married person will not result in any
direct addition to the Central Reve-
nues, Therefore the hon. Finance Min-
ister will be well-advised to revise his
proposals and restore the original
exemption to the poor, poor bachelors.

Sant P. S. RAJAGOPAI, NAIDU
{Madras): Mr. Vice-Chairman, in view
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of the time-limit imposed upon the
Members, viz., that we can take only
ten minutes, I wish to speak only on
one aspect in this Finance Bill, wiz,,
the incidence of Income-tax on Co-
operatives.  Co-operation, which is
supposed to solve one of the economic
problems in our country, much stress
has been laid about that in the Five
Year Plan. Co-operatives in our coun-
try have existed for more than 50
years. Co-operative movement which
has been started as one to finance the
agricultural credit, has remained sta-
tic, I can say, all the time for all these
fifty years ever since it has been start-
ed in our country. During the period
of war no doubt the Co-operative
movement developed its activities in
various lines such as consumer acti~
vities and other non-credit activities
about which I need not mention much,
At the time when the movement was
started with a view to give fillip to the
movement it was said that no income-
tax will be levied on profits deriveg by
societies in their dealings with mem-
bers. The position remalned more or
less the same till about 1934 when an
amendment was brought in to the
Income-tax Act by adding an Explana-
tion and which according to me has
created a certain amount of mischief.
It excluded out of the term ‘profits’,
income from interest on securities,
income from property, income from
dividends and income from other
sources. The Taxation Enquiry Com-
mission in its Report Volume II at page
124 comes out with certain recom-
mendations. One of them is:

“(iii) tax concessions are one of
the means, though undoubtedly a
minor means, of helping to bring
about such development.”

After a careful and critical exami-
nation of the various recommendations
made by the Commission I feel that
in the guise of giving more relief to
the co-operatives in the matter of
income-tax, more income-tax has been
levied from co-operatives. Why I say
that is, there was no limit of Rs, 20,000
before and now I find that if a
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society derives an  income of more
than Rs. 20,000 it 15 taxable in certain
cases. The present concession accord-
ing to me, on a careful reading, shows
that income derived out of inferest
from securities which comes within
the meaning of section 8 of the
Income-tax Act and income derived out
of property which comes within the
purview of section 9 of the Income-tax
Act are exempt but subject to the pro-

fits not exceeding Rs. 20.000. In the
case of giving more relief to co-
operatives why this tax limit of

Rs. 26,000 stiould be imposed is e
first point which I would ask the hon.
Finance Minister. Interest on income
out of 1nvestments made by one
co-operative with another co~
operative or dividends received out of
such investments ig not taxable, Of
course, even if the income exceeds
Rs. 20,000, 1t is not taxable, That is a
welcome relief. Income derived out
of godowns or warehouses were taxable
hefore but now I find that income
derived out of godowns or warehouses
is exempted even if the profit exceecs
Rs. 20,000. I find that in the Finance
Bill in clause 10 it says:

“in respect of any interest on
securities chargeable under section 8
or any income from property charge-
able under section 9, where the total
income of such society does not
exceed twenty thousand rupees”

might get relief, under sections 8

and 9.

With regard to interest on securities
and interest on property, certain types
of societies are excluded, viz., housing
societies, urban consumer societies and
societies carrying on transport busi-
ness,

Then we find that one type of socie-
ty, viz., Insurance Saciety is complete-
1y excluded {rom the operation of tax
relief and Co-operative Insurance
societies are treated like any other
insurance societies. Let me first deal
with Co-operative Insurance Societies.
It is wrong on the part of Government

“nr TIOTY R
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to compare the Co-operative Insurance
Societies with any other Insurance
Societies registered under the Com-
panies Act. The Co-operative Insurance
Societies are meant primarily for the
ryral folk and also the labourers and
others in the urban areas whereas the
Insurance Societies registered under
the Companies Act operate mostly in
the urban areas catering to the needs
of the people Living in the towns. The
Co.operative: Insurance Societies most-
ly look to insurance business in the
rural areas. I know of instances where
& policy far even Rs. 00 is accepted
by Co-operative Societies from persons
Who are living in the remolest villages
and to collect the premia they have
to spend a lot of money ang as a resuit
of it they have to incur a lot of over-
head charges. That is not so with the
Insurance Companies registered under
the Companies Act. In this connec-
tion I would read one paragraph about
the Co-operative Insurance Societies
from the report of the Co-operative
Planning Committee appointed by the
Government of India on the recommen-
dation of the Fourteenth Registrars’
Conference. While dealing with the
Co-operative Insurance Societies, one
of the recommendations they made i
that there is need for certain subsidy
from Government with a view to see
that they stand on their own legs. It
says:

“In India, the operations of co-
operative insurance societies have
been so far on a very restricted
scale. Although insurance companies
registered under the Indian Com-
banies Act have been able to
extend their operations among rich
and middle classes in urban
areas and although provident com-
banies issuing policies of Rs. 500 or
less are growing in number, almost
the entire population in the rural
areas and the low income groups
lixe factory workers and labourers
in urban areas do not receive the

henefit of insurance. What s
required for serving the insurance
needs of poor people is a 20-

Operative society having contact with
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tae masses of people 1n rural as well
as urban areas through varlous
types of co operative organisations
and issuing poliries for smail sums
even below the present hmit of
Rs 500"

Then the Committee say

We are of the opinion that thc
State should pay a subsidy by way
of contribution to the premiums on
iife assurance policies taken out
m rural areas for Rs 500 and below
As the cast af 1ssuing swmall palicies
1s likely to be comparatively higa,
the co-operative insurance society
should vtilize the services of other
co-operative organizations so as to
keep down the expense ratio”

Angd finally they recommend

“the Government should subsidize
the rural policy holder who takes
out a policy of Rs 500 or less”™

That was the recommendation and
it 1s only a few years since this report
was made What has intervened bet
ween the date ot thus report and the
date of the other report, the Report
of the Taxation Enquiry Commission
that the Co operative Insurance Socie-
ties should not get the exemption which
they have been enjoying all these days?
I submut 1t 1s not foo late to consider
this problem and atleast for some
time, till the mnsurance on co-operative
methods 1s developed mn our countiy,
there should be some sort of tax relief
given to the Co operative Insurance
Societies

There 15 some point 1n saying that
when an insurance soctety invests its

reserves 1n gilt edged securities those
securities should be taxed There 1<
some point 1n saymng that but 1o

completely rule out Co operative Insu
rance Societies from thig tax rewvef 1%
a question which the Government will
have to consider de nov¢ once agam

Are ten minutes over?
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Tue VICE-CHAIRMAN (Surr V K
DHAGE) Eleven minutes are over

Surt P S RAJAGOPAL NAIDU. T
may require five more minutes for 1
have not even toucheq the mamnr
points

Tue VICE-CHAIRMAN (Surr V K
Duage) Try to finish soon

Surr P S RAJAGOPAL NAIDU:

Sir next I would deal with the
question of consumer co-operafive
soclenles In urpan areas 1 4o not

know why the income derived by the
consumer co operative societies 1
urban areas 1s not exemvted from the
profits derived out of the securities
held by such societies No reasons
have been given either by the Taxa
tion Enquiry Commission or i  the
Finance Bill I do not want to waste
the trme of the House but I shall
read only the opimion of the report
on The Co operative Movement 1n
India” for the period 1950-52 pub-
hished by the Agricultural Credit
Department of the Reserve Bank
while dealing with the consumer
co operative society They say

“The review noted the following
unsatisfactory features during this
period (1) Consumers’ stores which
had developed considerably under
crontrols received a set back 1n their
distribution business in  the wake
of gradual de control ¥

When that 1s the case I do not know
why the consumer co operative sociefies
in urban areas should be taxed and
why no tax reltef 1s given to them
in the matter of income fax 1t may
be saird that these consumer co-oper-
ative societies do not deal only with
members, but also deal with non mem-
bers I can very well understand
the Goveinment coming forward with
the suggestion that these corsumer
co-operative societies m the wurban
areas should maintain two accounts,
one for the profit they derive from
dealings with members and the other
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for the profits derived by them from
then dealings with  non-members.
And there 1s some meaning in saying
that profits derived by the co-opera-

tive society from the dealings with
non-members are taxable But to
say that the entire dJdealings both

with the non-members and the mem-
bers alike should not be exempt from
tax, 1s something which does not stand
to reason.

Then 1f the Chair would permit
me, I would hike to deal with the
question of housing societies. But as

that will take some time and as we
are going to consider the State Bank
Bill and also the Reserve Bank
(Amendment) Bill soon, I shall reserve
my observations on that subject for
that occasion, hoping that the Chair
will give me some time to speak then
on this subject

Surr KISHEN CHAND (Hyderabad):
Sir, before I discuss the various
clauses 1 this Finance Bill, I beg to
submuit that the policy adopted by the
hon. the Fmance Minister, 1n first
{evying certain excise duties and then
withdrawing them under pressure
from certain quarters, not from hon.
Members of this House or of the other
House but from the industries con-
cerned and from Tbig 1ndustrialists
and others, is a very wrong policy.
This is creating a new precedent 1
the methods of discussion on the levy-
Ing of new taxes. that if sufficient
pressure 1s brought on the Finance
Minister, he 1s agreeable to make
changes I entirely agree with the
observations of certain hon. Members
that there are no facts and figures
now available which were not in the
hands of the hon Finance Minister
when he formulated his scheme of
taxes and he could not possibly have
now come mnto possession of new facts
which could have influenced him to
alter his proposals Sir  during the
preceding year, the hon Finance
Minister followed the trend of opinion
in both the Houses and he should
have been shrewd and clever enough
to have gauged the feelings of Mem-
bers and then formulated the scheme
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of taxes on that basis I do hope that
this precedent will not be followed
from year to year and that the Fin-
ance Minister will not levy certain
taxes just to get a few lakhs of rupees
of revenue and then under pressure
withdraw them,

I may point out here another small
pin-prick, which I feel 1s bad budget-

ing. I refer to the tax levied on
bachelors being higher than on
others

The additional revenue recovered
would be hardly commensurate with
the hardship inflicted on the few
people, possibly a few  hundred
people who will have to pay the extra
tax, If the hon Finance Minister
was adopting this policy from a con-
viction of taxing people to theiwr pav-
mg capacity, then he should have
gwen certain allowances, fo1 every
child below the age of ten and there-
by give certain relief and concessions
to persons with large families Then
there would have been some justifi-
cation that the hon Finance Minister
was acting on certain principles and
not just levying taxes as pin-pricks.

Sir, coming te the Finance Bill, the
maln sources of income i our country
are only three for the Centre one
1s 1ncome-tax, the other is import
and export duties and the third
15 excise duties. Of course, there
are ten or twenty other items of
revenue but they are more or
less stationary and they actually
do not affect the taxation policy of the
country I agree that imcome-tax in
our country will have to  be levied
at a high rate and must form the prin-
cipal source of revenue However we
must remember, Sir, that in our couniry
the total number of assessees ig only
six lakhs 11 a population of 36 crores
while the number of assessees in UK.
1s about 8 8 million 1n a population
of 45 million That means 19 per
cent while 1n our case it 15 less thar
1/6th of a per cent. The per capita
income 1 the UK is £400 when the
tax exemption limit is £150 while 1n
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our country the average per capita
income is Rs. 265 when the exemption
limit in the case of married persons
is Rs. 2,000. This means that the
per capita income is less than 1 /Tth
of the exemption limit while in the
case of the U. K., the per capita is
-2% times the exemption limit. There-
fore, if the hon., Finance Minister
follows a taxation policy baseq on the
experience of other countries, it is
not applicable to our country. I think

that all vur ills arise from the fact
that our taxation policy is a blind
imitation of what prevails in other
countries. .

Sir, the hon, Finanece Minister
wants to bring in exiremely poor
people of our country in the taxation
orbit by levying exeise duties, I beg
to submit that he is levying these

duties on a section of the population
which is unable to bear the burden,
I submit, Sir, that the crying need of
otr country at present is greater con-
sumption. Unless we can increase,
by our taxation policy and by our
Finance Bill, greater consumption and
thereby greater production which will,
in its wurn, lead to greater employ-
ment. we cannot solve our problems.
The total income possible from these

excise duties which are levied on
consumer goods is a few crores of
rupees. When we are planning on

the basis of deficit financing and when
we are going to have deficit financing
to the extent of about Rs. 1,200 crores,
is it advisable that the hon. Finance

Minister should levy these excise
duties and recover about Rs. 17
crores—which are now reduced to

about Rs. 9 crores—and thereby curb
consumption? My contention is that
he should so frame his policy that pro-
duction goes up in our country and pro-
duction cannot go up until and unless
there is greater consumption. Other
countries are really encouraging
reduction in price by giving some sort
of subsidies, by giving every help
but in our country the hon. Finance
Minister of the Centre and hon, Fin-
ance Ministers of the States are curb-
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ing consumption and production by
levying all sorts of taxes. In the Cen-
tre it is the excise duty and in the
States it is sales tax and in the muni-
cipalities it is octroi duty. All
in all, there is a series of duties
and the result of all that is that
prices go up. I pointed out to
you that the purchasing power is
very low and with this low purchasing
power if we impose excise duties and
sales tax, etc., the result is that the
people cannot purchase. 'The hon.
Member who preceded me pointed
out that we have surplus food in our
country but that surplus is due to the
fact that there is no purchasing
power with the people. It is not due
to over-production, If every citizen
of our country gets the full calories,
I am sure, Sir, that the total food
production in the country will not be
sufficient but by artificially decreas-
ing the purchasing power of the people
and by artificially increasing the
prices of articles by the levy of sales
and other taxes, we are curbing con-
sumption and thus depriving our
people of their rights. I do not want
to give examples of other countries
because our economy is different from
theirs but the example of Western
Germany was quoted and in so far
as Western Germany has encouraged
its industries by giving some sort of
relief to the industrial concerns, in the
matter of ploughing back their profits, 1
think it is worth imitation in our coun-
try. If we encourage big industries and
small industries to plough back their
profits, it will lead to expansion of
industries. If, in any particular case,
the Finance Minister finds that under
the garb of ploughing back profits, a
particular industry is really keeping
back the dividends and that the indus-
try belongs to a few people—and it is
more or less a private concern—and if
he makes any changes for that con-
cern, I do not mind, but the present
changes in section 23A of the Income-
tax Act will result in dissipation of
profits by larges distribution of pro-
fits among the shareholders. In so
far as that will reduce the reserve
fund and discourage the expansion of
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because my main idea is that indus-
;ties must develop in our country.

With regard to the perquisites, it is
quite right that the perquisites are
going to be taxed but, as pointed out,
there is no reason and no justification
to make a distinction between those
who are enjoying the perquisites at
present and those who could have
enjoyed it m future. They should be
treated on par and in so far as these
perquisites encourage consumption, I
have no grudge against them if a
ceiling limit is fixed up to 20 per
cent, as done by the hon. Finance
Minister. I think perquisites are
good in a way if they will encourage
consumption but what we must guard
against is that there is no repatria-
tion of excessive profits and exces-
sive savings. (Time Bell rings.) You
know, Sir, that Indians residing in
other countries can only send a very
small part of their savings to their
mother land. Similarly, why should
we permit any foreigner or any
foreign concern carrying on business
in our country to repatriate the entire
profits or the entire savings out of the

country? If the savings and profits
are further utilised in our country,
it will lead to greater production

and greater consumption.

As you have rung the bell, I will
not go on with my analysis of the
third item, namely the taxation policy
on the import and export trade. I
will submit to the hon. Finance Minis-
ter that he should really cut the
coat according to the cloth that is
available, that the taxes of this coun-
try have reached the saturation point
and that from year to year he should
not try to raise a couple of crores or
more by levying further excise duties
but that he should reduce
expenses. If the expenditure
is reduced, the present income
can quite suffice for all the national
development plans that may be in hand

2 pML
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the hon. Finance Minister has now

accepted.
Thank you.

Sarr JASPAT ROY KAPOOR: Mr.
Vice-Chairman, on an important
occasion like this when we are discuss-
ing the Finance Bill, it is a matter of
regret and disappointment to us to
miss the genial presence of the ami-
able Finance Minister and we are
told, Sir, that he is confined to bed.

Suarr M. C. SHAH: He is indispos-
ed,

Surt JASPAT ROY KAPOOR: I
am very glad that he is not confined
to bed; Le is only slightly indispos-
ed. All the same we send to him our
good wishes and hope and trust he
will recover very soon. While he is
absent from the House because of
reasons beyond his control, certainly
we see no reason why many other
Ministers should also be absent. It is
our constant experience, Sir, that hon.
Ministers do not attend this House on
even important occasions like the dis-
cussion on the Finance Bill, and this
is so even with those Ministers who
are Members of this House. I
believe, Sir, that I am voicing the feel-
ing of almost every Member of this
House when I say that we do not feel
happy over it, more so hecause the
non-official Members also almost imi-
tate the Ministers and are very often
absent from this House. Of course in
imitating them they pay respect to
them because it is said, Sir, imitation
is the best form of flattery.

SHRIMATI PARVATHI KRISH-
NAN (Madras): But flattery is not
the same as respect.

Surr JASPAT ROY KAPOOR:
While it is the best form of flattery,
flattery by itself is bad enough.

Now so far as this Finance Bill is
concerned, we are happy to find that
the hon. the Finance Minister and his
colleagues have agreed to many of
the suggestions that were offered in
this House as also in the other House.
They deserve our congratulation and
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we appreciate this democratic
which they have adopted.

way

AN Hon. MEMBER: The hon. Min-
ister is going.

Tae VICE-CHAIRMAN (Ssrr V. K.
DuAGE) : There are some things beyond
control in spite of what you speak.

Surt JASPAT ROY KAPOOR:
Exactly, Sir.

It is certainly a matter of satisfac-
tion to find that in the Finance Bill
we now find that duty on sewing
machines has been dropped altoge-
ther. And similarly we find that
duty on coarse cloth has now been
reduced, but then I cannot understand
the reason why the duty on super-
fine cloth has also been reduced. Not
only that, Sir, I find that the duty on
medium cloth has now been increas-
ed. Originally it was to be at the
rate of one anna per square yard.
Now it is to be at the rate of one
anna three pies. The duty on coarse
cloth has been rightly reduced but
the duty on superfine cloth should
not have been reduced. The duty on
medium cloth has been increased
from one anna to one anna three pies
which is as it should not have been.

SHrt C. P. PARIKH (Bombay): It
is fine, not medium. |

Sur1 JASPAT ROY KAPOOR: No,
it is not fine. It is medium. You
may call it ‘ine’ if you so like, but
certainly it is ‘medium’ because this
is a cloth composed of yarn between
35 counts and 48 counts. Originally,
Sir, this kind of cloth was under the
category of ‘non-superfine’ but now
four categories have been introduced,
superfine, fine, medium and then
coarse, but, as a matter of fact, cloth
composed of yarn between 35 and 48
counts should be considered not to be
‘fine’ but ‘medium’. Therefore, Sir,
my submission is that this kind of
cloth which is used mostly by people
with ordinary income, ie., middle
class people, should not have been
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taxed so Theavily. Then again,

Tue VICE-CHAIRMAN (Sarr V. K.
DuAGE): They mean medium fine.

Surr JASPAT ROY XAPOOR:
Well, Sir, it is a different way of con-
cealing the fact that medium cloth
has been overtaxed.

Then, Sir, I am also opposed to the
increase in the taxation on paper. I
would not take much time of the
House on this subject because I find
there is almost unanimity so far as
opposition to this tax is concerned.
In this connection I would only point
to article 45 of the Constitution which
directs the State to introduce compul-
sory and free education up to the age
of fourteen years in the case of every
single individual. The State is
expected to achieve this target within
ten vecars of the introduction of the
Constitution. Now, Sir, we are in the
sixth year of independence and we
find that we are very much behind
this target. Rather than giving faci-
lity to the Education Minister, rather
than giving more and more money to
him so that he may be able to imple-
ment the provision of article 45 of
the Constitution we find now the
Finance Minister putting an impedi-
ment in his way. Therefore, I sub-
mit, Sir, that this taxation on paper
is almost against the spirit—why
almost-—certainly and absolutely
against the spirit of article 45 of the
Constitution.

Then again, Sir, there is the ques-
tion of unmarried people being sub-
jected to higher rate of taxation.

Tue VICE-CHAIRMAN (Surt V. K.
DHAGE) : Not unmarried people.
Bachelors.

Sarr JASPAT ROY KAPOOR: Is
there any difference between the
two?

SuriMaTi PARVATHI KRISHNAN:
Women can also be unmarried.

Surr JASPAT ROY KAPOOR: The
word in the Finance Bill is ‘unmar-
ried and not ‘bachelor’. I do not
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know what difference there 1s bet umpossibilities On the other hand
ween ‘unmarried’” and  ‘bachelor’ very often a person remains unmar-
but  whatever 1t  be whether | ried because he has a large number
there 18 difference  or not | of dependants to look after Many

the word used 1n the Bill 1s ‘unmar-
ried’ 1 see no justification, Sir, why
unmarried persons should be subject-
ed to a higher rate of taxation

On the other hand, Sir

Surr AKBAR ALI KHAN (Hyder-
abad) They have the less responsibi-
lity to bear

Surr  JASPAT ROY KAPOOR
There 1s a great deal of misunder-
standing about 1t My submission 1s
that unmarried persons have in most
cases greater responsibilities to bear
than married persons

Tue VICE-CHAIRMAN (Surr V K
Duage) Will not the unmarried people
have children?

Surr JASPAT ROY KAPOOR 1f
that 1s so, that would add one more
argument to my contention that
unmarried people have greater respon-
sibilities to bear Ordinarily we find
these days when an earning person
gets married, particularly if he 1s
married to a modern educated girl, he
breaks away from the joint famly
The modern educated girl immediate-
ly she gets married o an earning
husband persuades him to break
away from the joint famuly and live
a separate ife to have the benefit of
all the income that the husband has

SuriMaTI PARVATHI KRISHNAN
Sir, this 1s casting a reflection on
women It 1s not correct to say that

Surrt JASPAT ROY KAPOOR My
submission does not apply to every
modern girl There are exceptions
and honourable exceptions like my
hon friend, but generally speaking
that 15 the case

Surimatt PARVATHI KRISHNAN
No woman 1s interested in breaking
up family ties

Sarr JASPAT ROY KAPOOR But
generally it is so. Thus very often a
married person casts off his erstwhile

persons when they find that there are
many peoble in the family whom they
have to look after do not want to add
to their liability because 1f they get
married they will have the wife also
to support and the children that will
be born of the marriage So many
unmarrted persons do not get married
because they have heavy responsibi-
lities on their shoulders And thirdly
we must encourage (Interrup-
tions) My time 1s so limited that I
do rot want to be interrupted

Surt GULSHER AHMED (Vindhya
Pradesh) What about those couples
where both the husband and the wife
are earning”?

Surt JASPAT ROY KAPOOR My
next pomnt 1s that the population 1n
this countiy 1s increasing now at the
rate of about 12 lakhs per year and
our interest lies 1n seemng to 1t that
the population does not 1increase
rapidly We must therefore discourage
marriages rather than encourage
them by giving this sort of concession
i mcome-tax For these reasons I
would submit that 1t 1s a wrong policy
to tax unmarried people at a higher
1ate than the mariied people

Now, I would pass on to the excise
duty on sugar which has been
mcreased by Rs 1/14 per ewt Now, the
total excise duty comes to Rs 5/10
per cwt Formerly, about 20 years
ago, sugar used to be sold at about
Rs 6/- per maund but now the excise
duty alone comes to Rs 5/10 The
result of this'will be that sugar con-
sumption will go down It has
already gone down and many sugar
factories are experiencing difficulty
i disposing of their sugar I am,
therefore opposed to increased duty
on sugar But the question might
arise that if all these taxes are not
mmposed, where 15 the Government
gomg to get the money from to
carry on the administration? My sub-
mission is  that, firstly, they should
reduce admimstrative expenditure.
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There is huge extravagance every-
where. We see it day and night
under our very nose and eyes. There
is no economy outlook, if I may say
so, absolutely anywhere. If T were to
take a homely example, I will show
to hon. Members here this pad on our
table. I do not see any reason why
in this pad there should be attached
this last sheet of brown paper. It is
absolutely unnecessary. Nobody uses
it. Just for the sake of giving pro-
tection to these four pieces of white
paper this brown paper is attached.
This is only one little illustration.
Then if we go round Parliament
House we see fans going on all the
time and the lights are on even in
places where lights are not required
at all. These only show that nobody
seems to care for economy. A great
deal of extravagance is going on
everywhere-——whether it is adminis-
tration or whether it is the big pro-
jects that are going on. The Govern-
ment must therefore see to it that
economy is observed everywhere,
Secondly, I would suggest that addi-
tional sources of taxation might be
looked into. They may increase the
excise duty on liquor. They should
increase the import duty on liquor
and also the import duty on luxury
goods and on films. |

Lastly, I would suggest—it may
appear to be a very novel sugges-
tion—that they might also consider

the advisability of imposing salt tax.
[MR, DePuTy CHATRMAN in the Chair.]

Surt  JASPAT ROY KAPOOR:
Sir, the question of salt tax was a
very sacred one with us and it was
with the help of this question that we
achieved our independence. My sub-
mission is that if with the use of this
question of salt tax we could secure
independence, we should utilise that
salt tax in order to consolidate our
independence. Sir, I may remind
hon. Members here, and particularly
those who were members of the Con-
stituent Assembly, that at one stage
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it was specifically suggested there
and argued that we should have it
as a fundamental right that salt tax
shall not be imposed. This was one
of the suggestions made there by
some hon, Members. It was discuss-
ed at length and ultimately it was
decided that we should not have that.
Obviously our intention then—I hap-
pened to be a member of the Consti-
tuent Assembly and I remember very
well that it was the view of the Con-
stituent Assembly—was that our
hands should not be tied down in this
respect for all time to come.

The intention was that it should
be open to us to levy the salt
tax whenever it was necessary to do
so in the interests of the country.
The occasion has now arrived when
we should impose salt tax and there
is one particular reason why I sug-
gest it should be imposed. Firstly, it
can be very easily realised and
secondly it will be imposed on every
citizen of the country. Every citizen
of the country must pay some little
tax to the exchequer and he should
feel that he has also made some con-
tribution to the Central exchequer.
If he has got a woe, he should also
have the liability to pay a certain
amount of tax and this tax would be
very, very small, almost insignificant.
The poor man will not feel it at all.
Sir, if we resort to these taxes, then I
am sure the Government can have
enougn money and it will not be
necessary to impose these objection-
able taxes which have been imposed
in the present Finance Bill.

Mr. DEPUTY CHAIRMAN: Your
time is up. 'There are four more
speakers.

Surr JASPAT ROY KAPOOR: 1
am glad that my time is up imme-
diately on your arrival and I would
therefore resume my seat.

SHRIMATI PARVATHI KRISHNAN:
Mr. Deputy Chairman, I wish in the
very short time allotted to me to
touch only on one particular aspect of

1
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the activity of the government in our
country and that aspect, I feel, has
not been dealt with so far and for
that reason I do not think time will
be grudged to me. One aspect that
has struck me throughout the discus-
sions on the Budgel and the discus-
sions on the Appropriation Bill is the
fact that in our country during these
eight years of independence we have
not come across a single case where
the government has taken bold steps
in order to recover taxes on profits
that have been concealed by big busi-
ness in this country. We all know
that the art of concealing profits is
not confined only to our country, it
exists in the United Kingdom, it
exists in the United States of
America, in France, in Italy and in so
many other countries. But in those
countries we have got examples of
Government taking bold steps in
order to prevent tax evasion, in order
to check it and in order to rouse pub-
lic conscience against the crime that
is being committed against the com-
mon people and the Government. In
our country also the report of the
Income Tax Investigation Commission
gives us a vivid picture—even that
limited Report that has been placed
before the public gives us a vivid pic-
ture—of the manners and methods
which are followed by big business
for evading income tax and also how
the Government moves and the ele-
phantine pace that it assumes when it
has to attack big business or check
the crimes committed by big busi-
ness. Here we see one factor that is
given in this Report of 1951. It says
that when a case was instituted
“many of the relevant books and
papers were not however produced,
on the plea that they had been des-
troved. But it was a surprise to find
that even where books were in fact
produced white ants had exercised a
wonderful selectivity so as to attack
only two particular pages in a big
bound book, and by a curious cuinci-
dence it was just these pages which
were vital for the determination of
the issues before the Commission.”
This is one of the ways and methods
in which big business moves.
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Secondly, “A leading business man
and capitalist of influence and dis-
tinction in another part of the coun-
try had also earned a reputation for
having cultivated tax evasion as a
fine art Even during the first World
War he seems to have practised that
art to some purpose but it was the
second World War that provided him
with the opportunity to bring it to
perfection.” So, tax evasion is not
only a disease in our country, it is
something even more. Those who today
control the purse strings of the
party that is in power have actually
developed it into a fine art. That is
today an art that is destroying our
nation, that is destroying the reve-
nues of our country; and that is real-
ly working against the people at large
and not for the people at large. So
many are the ways of tax evasion
that the Government has not come
before Parliament, has not come
before the people with any scheme or
any plan for eradicating the methods
that are followed.

I have before me another docu~
ment, a document that Government
in its misplaced wisdom, or may I
say in the methods of diplomacy that
it adopts with big husiness, has
thought fit to withdraw from public
circulation. It has come to my hand
and is an extract from a report of the
Income-tax Investigation Commis-
sion which today is not there for pub-
lic use. In that we find that the Com-
mission says—it is referring to the
J.K. Group of industries. It says:

“It is in the circumstances diffi-
cult to resist the suspicion that the
assessees were prepared to  make
disclosures only to the extent +to
which they found that the papers
which had been seized during the
search would reveal the extent of
secret income made by this and
other allied concerns.”

And then, Sir, further on in the report
certain revealing facts are there. For
instance:

“As to the method by which the
secret profits came into his hands
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and were dealt with by him, Shn
Padampat admitted that 1t was the
same as had been described in the
case of the Cotton Spinning and
Weaving Mills, vz, that they were
paid over from time to time into his
hands by the Director 1n-charge
and that he pooled all these sums
together and used them or mnvested
them as he found convenient for the
benefit of himself and his brothers”

“Asked under whose directions
the various methods of conceal-
ment were adopted, Shr1 Padampat
replied, ‘We used to sit down and
talk that such and such an amount
of extra mmcome should come from
a particular concern and we used
to discuss ways and means by
which this could be done and
Parshotamdas carried out the
direction accordingly’”

So, you see, Sir, this question of
income-tax arrears 1s on one side and
evasion on the other We have
already had questions raised on the
floor of both the Houses as to the
arrears that are still outstanding Gov-
ernment 1s following dilatory tactics
4n recovering the arrears that are
known to be due. But what our
party wishes to demand 1s that you
go one step further, not only should
you take bold steps in recovering
those arrears that are known to be
due, but also take bold steps in order
to guarantee that this practice of tax
evasion 1s eradicated once and for all
from our country.

The Finance Minister, on one
occasion, has himself admitted that the
amount evaded 1s almost equal +to
the amount which has been recover-
ed. But even that, 1n my opinion, 1s
nothing short of an under-estimate
The reasons for the ineffectiveness of
the Government in the recovery of
income-tax are precisely four. First-
ly, there 15 no backing up of the
employees of the Income-tax Depart-
ment when investigations are start-
ed And when big business moves
muen faster in defending their pro-
fits, then Government moves in order
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to tax those profits. Then we find
that the various officers and

employees are transferred at very cru-
cial, very key moments. Secondly,
there 15 no following up even when
evidence 1s there before Government,
even when evidence has been placed
before Government by the various
officers who carry out the investiga-
tion, by the wvarious Commissions
who carry out the investigation.
Then, Sir, we find that all those who
today control the business of our
country are _left untouched by the
various 1investigations that are set
afoot.

I have before me the example of
the I.CI. of India. Now, IC.I claims
to be Commission Agents i this
country and on this basis they take
goods from the I.C.I. headquarters in
London. They sell those goods in this
country the sale proceeds go 1o
London, and in this way they show
profits and cheat the Indian Govern-
ment and the Indian people, of money
that should rightly come to us. Apart
from that there 1s another example
of the way m which ICI. attempt to
evade taxation. The actual rent that
18 paid for their godown in Kanpur is
Rs 18,000 per annum The godown
rent realised, over sixteen items, on
the turnover 1s Rs. 3,20,000. Even
though a part of this sum goes to
meet godown rents at Bombay and
Calcutta ports where the goods for
the Kanpur division are stored, even
then a very large sum of profit is
really being concealed by this
method. '

Sir, the reason why this practice of
tax evasion continues in our country
1s, as I said, earlier, that no effective
action has been taken by the Gov-
ernment. The Prime Minister once
announced that these tax evaders,
these enemies of the people, these
anti-social elements in our country
would be hung from the highest lamp
post 1n our country, but in seven and
a half years of independence, there is
not a single case even of criminal pro-
secution Atleast one criminal pro-
secution could have been launched;
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# would have had a salutary effect, 1f | we are allowing those who are hiving

would have encouraged all those offi-
cers who carry out the investigations,
who would then know that the Gov-
ernment and the people would be
pehind them when they carry out these
investigations when they demand
effective action against these evaders
of income-tax (Time bell mngs) Just
one point I would like to bring before
the House as an example of how 1in
the United Kingdom the incidence of
tax evasion 1s coming down And for
that I have before me the figures of
eriminal prosecutions launched
agamnst tax evaders m the Umted
Kimedom In 1948 there wele 7 cases,
in 1949, 4 cases, 1n 1950, 4 cases, 1n
1951, 3 cases, in 1952, 6 cases, i 1953,
10 cases In three cases severe
punishment was given In one case
the Mayor of a City and his aud:tor
were sentenced to one year’s rigor-
ous 1mprisonment In another case,
the firm of Regmna Messenger and
Lewis, who had evaded tax to the
axtent of £67,000 was awarded one
year’s rigorous imprisonment, and so
on 'There are many other such
examples Ministites have risen and
fallen 1n France and Italy on this
very issue of the evaders of tax being
brought to book Therefore, 1 appeal
to the Government, I appeal to the
Finance Mimister who 1s today repre-
senting the Government in piloting
this Bill to be bold and here also use
the weapons that you have 1in your
legal armoury, use them against these
evaders of income-tax Do not use
them against your political oppo-
nents, agamst the workers of
Amritsar who today are on strike for a
very legitimate cause, against the
peasants in the various parts of the
country, who, whenever they rase
their voice demanding that the agn-
cultural prices should be controlled, are
faced with lathi charges Why do you
not touch those people who are really
the anti-social elements 1n this country,
who today are responsible for the
burden of taxation being increased on
those who have income-tax cut at
source, on those who are today bear-
ing the burden of taxation unneces-
sarily, because 1n a wanton manner

off the flesh and blood of the people
to go scot-free

Surt C P PARIKH Mr Deputy
Chairman, in the limited time at my
disposal I want to touch a few pointe
on the Fmance Bill First of all, we
must realise that in order that the
development programmes can Dbe
carried out mm a satisfactory manner,
without any great risk of deficit fin-
ancing, taxation has to be resorted to,
both direct and indirect With regard to
indirect taxation, some rematks have
been made by the Opposttion, I think,
not with a view to making any cons-
tructive suggestions, but with a view
tc destioying the proposals which are
always made by government If it is
carefully examined, 1t will be found
which are the items of indirect taxa-
tion Items of indirect taxation are
customs and Union excise duties. As
regards customs, most of the things
that are now impoited are capital
goods or raw materials requred for
the mndustry The customs revenues
are not also going to rise Then, Sir,
there are the imported semi-luxury
goods and luxury goods which are
taxed to the extent of 60 to 100 per
cent and these goods are not usually
used by the lower income groups.
Therefore, there should be no com-
plaint on that account at all

Then, Sir, with regard to the
second point about the Union excise
duty, 1f my friend, Mr Bhupesh
Gupta, refers to the Explanatory
Memorandum, page 9, he will find the
goods on which the excise duties are
bemg levied Sir, sugar, matches,
cotton cloth, footwear and soap are
the principal things, and the others
are motor spirit, tobacco, etc Now,
motor spirit and tobacco are the big
items But with regard to the
remaining goods, he has to understand
why these excise duties are levied.
Excise duties have been levied on
these goods because they are manu-
factured by large-scale factories, and
in order that small-scale factories
and cottage industries may receive
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some protection, excise duties have
got to be levied in order that there
may be greater employment provided
in the country. He is always arguing
for creating more employment, but
he is forgetting how that employment
is to be created. Employment in the
small and cottage industries can be
ten times more than in the large-
scale industries, and especially in the
consumer’s industries. Now, these
excise duties have to be levied on the
existing industries which are carried
on on a large scale. Therefore, there
should be no complaint on this
account. (Interruption.) He has not
understood the economic principles
underlying these things, and he does
not know how employment can be
given. He is simply shouting in the
House that more and more employ-
ment should be created. For creat-
ing more and more employment, you
have naturally to devise some
metheds, and unless you levy excise
duties on the consumer industries
which are carried on on a large scale,
you will not make any great progress.

Now, Sir, I will come to the other
point with regard to the excise duties
which have been levied. A new prin-
ciple has been introduced in the levy
of the excise duties. These duties are
now levied on the volume of produc-
tion in most of the cases, and the
smaller producers are exempted. And,
Sir, this is the first principle adopted
on an intensive scale in the last two
years, in order to exempt those
people who are carrying on activities
for a smaller scale of production. So,
the excise duties are now being
levied on the volume of production.

Now, Sir, with regard to the other
item regarding cloth, which my
friend, Mr. Kapoor mentioned, I have
given notice of my amendment. But
I think that because he has not been
able to understand properly the dis-
tinction between ‘fine’ and ‘super-
fine’, he has not touched the point in
the way he should have. Now, cot-
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between 35 and 48 counts. The
medium is less than 35 counts. I want

to point out to Mr. Kapoor that in the
medium cloth foreign cotton is used,
and this higher duty of one anna and
three pies on fine is thus avoided. In
this connection, Sir, I had sent in my
amendment also, but it was not
accepted on the ground that the
President’s assent' was necessary. I

do not know, Sir, the legal aspect of

tae case, but I would like to submit
that wherever medium cloth is manu-
factured with foreign cotton, it should
be considered as fine cloth and should
pay the duty prescribed for the fine
cloth, because foreign cotton is usually

suitable for 35 counts and over. The
hon, Minister, in his reply to the
Appropriation Bill, has said some-

thing. But in my opinion, Sir. he has
missed the point.

Surr JASPAT ROY KAPOOR: I
would like the hon. Member to let us
know whether it is not a fact that
originally, the cloth manufactured
out of yarn of 30 to 48 counts was to
be taxed at the rate of one anna only,
and now that cloth will be taxed at
the rate of one anna and three pies.

Surr C. P. PARIKH: My whole
point is different. Mr. Kapoor has
not understood it. Wherever foreign
cotton is used and Indian cotton is
used for the same kind of cloth, the
duty should be higher, wherever
foreign cotton is used, to the extent
of nine pies per yard, and that will
fetch a revenue to the extent of Rs.
1,50,00,000. The hon. Minister, in his
reply on the Appropriation Bill, said
that it would not fetch any revenue.
I can tell him that he will be able to
realise Rs. 1,50,00,600 more.

Then, Sir, one more argument was
advanced by the hon. Minister that it
was not administratively possible. Y
think, Sir, that the facts have not
been gone into. Mills are submitting
returns of every variety that is
manufactured to the Textile Commis-
sioner, and I think that his office,
which is spending about Rs. 50 lakhs

ton fabrics have been classified as fine | a year, is quite competent to admin-
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ister these things 1 a proper way
and to differentiate between cloth from
foreign cotton and Indian cotton 1
think 1f they put therr mind
into 1it, 1t 15 a very easy thing to do
Unfortunately, our country’s interests
are suffering on this account, and I
think, we are encouraging the foreign
cultivatols 1in this matter, and we are
penalising the Indian cultivators It
may be too late to accept this propo-
sal now, but I am sure that this pro-
posal will have to be accepted next
year I think 1t will be adminstra-
tvely possible also, and I hope the
agricultural interests will be more
and more vocal I hope that the Gov-
ernment will look 1nlo this matter
and do something

Now, Sir, I will come to the next
point with regard to direct taxation
1 may say that the changes that have
been made with regard to direct
taxation by the various amendments
in the Finance Bill are of a far-reach-
ng nature The companies in which
s\ persons control 50 per cent of the
shares will be considered as private
companies and they will have to dis-
tribute 60 per cent of the dividends
All commercial companies will come
under clause amending section 23A
This 18 not enough, Sir All com-
panles which aie dealing in com-
merce and trade will have to distri-
bute 1 my opmion 100 per cent of
their dividends I think that 90 per
cent of the shaieholders of the com-
panies which are cairying on trade
and commerce will be subject to
super-tax, which they have escaped
for so many years I mean to say,
further, Sir, that the accumulated
profits which have accrued to these
companies are now brought into
taxation by the change in the defini-
tion of ‘dividend’ And the change in
the definition of ‘dividend’ is of a far-
reaching character

Then, Sn, the second thing i1s about
the companies going into liquidation
The accumulated profits were allowed
to be taxed only for the last six years
in the case of the companies going
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into  hquwdation Now, Sir, for an
ndefimite period, those profits will be
taxed

Therefore all the accumulated pro-
fits made by industry, trade and
commerce will now be subject to
super-tax indirectly I want to point
out to one thing and that i1s that the
Finance Mimster has very wisely
made a distinction between industrial
concerns and non-industrial conceins,
by giving the former an exemption
limit of 60 per cent I think the Fin-
ance Minister was very wise 1n say-
mg that he wants to proceed in a
gradual manner Foi myself, even if
he had kept 1t at 50 per cent, I would
not have minded, because 1 do not
want any industry to be bwlt up by
anybody by avoiding super-tax and
the people who pay super-iax do not
belong to the lower income groups

01 to middle income groups I think
the super-tax levied should not be
evaded by anybody Even though

t1ls concession 1s glven up to 60 per
cent, I think the industry should take
note of the fact that there will be a
gradual going down of the percent-
age 1n the course of the next year
or the year after that This 15 a
very wise policy and I support it

With regard to bonus preference
shares, I think permission i1s not now
given for the i1ssue of bonus prefer-
ence shares When are bonus prefer-
ence shares taxable?” They are tax-
able when they are redeemed What
happens at present 1s that when the
bonus preference shares are to be
redeemed the man who holds these
shares, sells them to somebody else
who does not pay super-tax They
are only their nommnees They sell
thera also to insurance compantes and
banking companies In this way, the
payment of super-tax 1s evaded 1
think that by agreeing to the issue of
bonus preference shares, the Govern-
ment will be losing a lot of super-tax,
and 1t 1s not a wise policy Why should
companles 1ssue bonus preference
shares? Why should not they issue
ordina1y shares®” They 1ssue bonus
preference shares only to avoid



6085

[Shri C. P, Parikh.]
super-tax, and this should not be
allowed.

Finance

Now, there is one very important
point about direct tsxation, ie., with
regard to relief mentioned on page
16 of the Bill. If the distribution of
the dividend is 65 per cent. in any one
year, the company will be allowed to
carry the excess forward to a coming
year. I say that the reverse also
should be allowed. If a company dis-
tributes up to 90 per cent. in one year
and, say, 70 per cent. in the third year,
the penalty for non-distribution of 60
per cent. in the first year should be
refunded to the ccmpany, when the
company distributes 70 per cent.
When you allow the carry forward for
a period of three years, naturally we
should also go the reverse way and
provide that, if a company distributes
50 ver cent. in one year, 60 per cent.
in the second year and 70 per cent. in
the third year, relief should be given
to it by refunding the penalty for the
first year when it distributed only 50
per cent. We must know how to tax
in a judicious way, because we are
endeavouring to expand our indus-
tries, and when we want to do this,
we should not create unnecessary
hardship. If it is not possible to do
this by any amendment now, it should
be done by administrative action,
because government must encourage
all industries as long as they are
carried on in a bona fide manner and
serve the best interests of the country.

I have one word to say about ship-
building. The Industrial Policy
Statement of 1948 mentions ship-
building. Sir, shipbuilding is a long-
term process. We are not able to
build more than a few ships a year.
Therefore the Industrial Policy State-
ment of 1948 should be amended to
read ‘shipping’ and not “shipbuild-
ing",. because it is shipping that we
require.

As regards minerals, they are in
the private sector also according to
the Industrial Policy Statement.
Minerals will not be exploited to the
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degree that we desire if they are left
in the private sector. In the public
sector we should exploit our mineral
resources, since the private sector will
not be able to exploit them to the
extent that we desire.

word about direct
taxation. We are exempting loans
given by banking companies. This
is quite right, but it is necessary that
loans given by insurance companies
also should be exempted. Insurance
companies give loans to life policy-
holders who have insured their lives
with them. Such loans afso should be
exempted. If it cannot be amended
here, then at least adminisirative
instructions should be given for this
purpose.

Then, another

A word about the implementation
of the Plan. Our second Five Year
Plan is going to cost us over Rs. 5,000
crores, but is there any machinery to
see that the Plan is fully implement-
ed? The Members of the Planning
Commission are all planning. I think
one of the Members of the Planning
Commigsion should exclusively
devote himself to seeing that the Plan
is properly implemented. Unless this
is done, we will not be able to make
much progress. On the expenditure
side, the Governments, both at- the
Centre and in the States, are incur-
ring a lot of expenditure. There must
be a Minister to look after the expen-
diture incurred by all the Ministries
and he must exclusively devote him-
self to seeing that the expenditure is
incurred in a proper and economical
manner. Unless this is done, we will
not be making much progress.

Lastly, Sir, Government are giving
loans to industrial concerns so that
they may develop, and these loans are
to the extent of five and ten crores.
These loans are at a specially low
rate of interest, and so I think that
the Government should participate in
equity capital and the managing
agency profits to the extent that they
have given loans. This point should
be considered carefully by the Gov-
ernment. With these words, I sup-
port the Finance Bill.
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Surt M C SHAIL Sir, I am grate-
ful to the hon Members of this House
for gving by and large support to
the revised proposals of taxation as
shown in the Finance Bill I have
tized to explain all these changes in
detall and therefoie I find that there
has been a good deal of understand-
ing among the Members and I find
there 1s very little opposition to the
changes made in the taxation piopo-
sals There 1s one criticism made
agamnst these revised proposals from
some quarters, particularly from those
quarters opposite, but the Members
having made that criticism have left
the House not hearing the reply It
has been stated that these reductions
m certain duties were made as a
result of pressure brought from big
business as well as from interested
parties I would only lke to say
that this insinuation of pressure being
brought 1in order to reduce taxes is
absolutely unfounded The Finance
Minister m this House, while reply-
ing to the debate when general dis-
cussion wa» taken up first in  this
House had said that his mind was
open to all the arguments that would
be made with regard to taxation pro-
posals So he was open to conviction
and 1f 1t was shown to him that there
was a necessity for certain reduction
In certain cases, then certamly he
would consider them very sympathe-
tically After the debate 1n this House
he has seen a number of deputations
fiom all the Industries which were
affected by these excise duties and by
various other proposals If one care-
fully studies all these amended pro-
posals, he will finu that so far as pro-
posals 1egarding direct taxation were
concerned, therc is very 1insignificant
change and t':erefore 1t follows that
the Govern.nent of India has not
modified ‘{heir proposals because of
piessw< from big Husiness Again
with  regard to other amendments
tha' are proposed 1n excise duties,
we have to take care of certain small-
scale industries and at the same time
we have to see how the administra-
tion of collection of excise duties 1s to
be run smoothly My fritend Mr
Bimal Ghose stated that the Finance
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Minister ought to have considered all
tie aspects of the question before-
hand before submitting the proposals
As a matter of fact Mr Ghose knows
that whenever budget proposals are
to be made, they are to be kept abso-
lutely secret and therefore we have to
depend on the information that may
be available among the Ministries
and at the same time to collect on a
wider basis as much information as
can be obtained and therefore though
the information was available on cer-
tain industries and that was also col-
lected, 1t was not possible to have a
very detailed information on all those
industries which will be affected by
these excise duties As I explained
yesterday about certain things, about
certain spare parts or components and
small scale mndustries 1t 1s not Ppossible
to have fuller information and there-
fore 1n a democratic set up of the
Government 1t 1s the duty of the Gov-
frnment to be responsive to public
opmnion to enquire into the hardships
if there be any if these proposals are
Imp emented and then come to a
decision as to what 1s Justified and
what 1s not As a matter of fact the
concession that has been given 1s to
the common man My friend Mr
Bhupesh Gu, ta was very eloquent 1n
his speech thvough he was not very
vehement becav.e after the Andhra
elections, I find ‘hat the vehemence
has gone but he w as eloquent and he
spoke about the common man I can
assure him that the Government are
very much alive to the interests of
the common man and he knows that
this Government 1s elected by adult
franchise comprising of about 17
crores of men and women of India
and they will always take care to see
that the common man’s interests are
not  jeopardised He must also
remember that he 1s not the
only person who 1s 1n touch
with the common man, the masses, we
also move among them, mix with them
freely for
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Surr BHUPESH GUPTA Where?

Suri M C SHAH we want
to know the conditions under which:
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the masses live and the only aim and
objective of the Government of India
18 to raise the standard of living of
the teeming millions of our land, and
to have a socialistic pattern of society
And socialistic pattern of society, as
we all know, means opportunities for
all, that everybody must have square
meals, that everybody must have a
roof over his head, that everybodsy
must have enough clothing, and
everybody must have equal opportu-
nities to come up, that these inequa-
lities or disabilities 1n incomes should
be elimmated as far as possible And
that can be done by raismg the
mcome of the lower groups and by
bringing down the incomes of those
who have got more

Surt B C GHOSE Sir, may I just
ask one question” On the matter of
excise duties, the hon Minister said
that the Ministries were consulted I
would hke to know whether 1t 1s his
contention that before these ad wvalo-
rem excise duties were levied on the
commodities mentioned 1n the Finan-
cial proposals, the Commerce and
Industry Ministry were consulted and
that they agreed to the imposition of
these ad valorem duties?

Surt M C SHAH 1 would say that
whenever excise duties are imposed
there 1s consultation between the:Fin-
ance Ministry and the Mimistry of
Commerce and Industry As a
matter of fact, as the hon Member
knows, even today, so far as excise
duties are concerned, there are certain
items  on which ad valorem excise
duties are there I do not mean to say
that ad valorem excise duties are to
be ruled out altogether What I mean
to say is that on some of those items on
which we proposed ad valorem duty,
we thought that that would be all
right, but the experience of a month
and a half showed us that administra-
fively 1t would be Dbetter to have
specific duties and therefore, we
<hanged those ad valorem duties into
specific duties
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Next, my hon friend Mr Bhupesh
Gupta and an hon lady Member com-
plamned about arrears of income-
taxes, allowing the richer people to
go scot-free, about the weakness of
the Income-Tax Department and such
other things I Tbelieve that the
information supplied to or obtained by
these hon Members 1s not correct If
they look into the figures they will
find that there are no such arrears as
are claimed by Shri Bhupesh Gupta,
of about Rs 300 crores As a matter
of fact, there are only arrears fo the
extent of Rs 161 crores divided as
follows There are Rs 84 5 crores to
be collected, but they are kept pend-
ing because there are certain appeals
pending and therefore, whenever
there are appeals pending, we cannot
collect the money, until the appeals
are disposed of Then there 1s a sum
of Rs 18 crores pending, because of
the doublc~tax relief And then there
are Rs 23 crores which will have to
be written down because those who
owed this sum have already left the
country or thev had no assets

defole

Sart BHUPESH GUPTA If they
have gone, we are entitled to know
who are those people who have gone
away

Surr M C SHAH They have gone
to Pakistan and if my hon friend
could pursue them, Government
would be grateful to him

Suri BHUPESH GUPTA Ttis your
job and 1if they are rich people, you
should get at thewr properties

Mr DEPUTY CHAIRMAN They
have no property here Yes, Mr.
Shah

Surt M C SHAH The properties
of all these people who have gone to
Pakistan have been attached and they
will be sold and the money will go to
the pool Therefore, 1t 1s a question
whether this money should be taken
mto that pool or for income-tax pur-
poses

To come back to the point, Sir, as I
said, out of this sum of Rs. 161 crores
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of arrears, Rs. 94'5 crores were pend-
ing because of the pending appeals,
and under the law we cannot recover
the money when the appeal is pend-
ing Then there is this sum of Rs. 18
crores being the double-tax relief.
As the hon. House knows., there are
certain provisions about double-taxa-
tion relief and as long as those cases
are not decided, that sum also will
remain there. Then there is this
sum of Rs. 23 crores which, as I have
a'ready said, is due from those people
who have left or who have no assets
whatsoever. Then what remains
over is only a sum of Rs. 255 crores
to be collected. Therefore, the argu-
ment that has been advanced that
there are huge arrears and that the
Government’s efforts at recovery are
lax, does not stand for a moment.

It was also said that we do not take
every step to collect the tax. We are
taking every possible step to recover
the tax. Already we have appointed
officers in Calcutta, in Bombay, addi-
tional collectors, and they are recover-
ing all those taxes which are due
from the assessees as dues of the land
revenue and so they are doing all
that is possible.

Then it was said that some infor-
mation being supplied is not followed
up. I am sure that criticism also is
without foundation. Whenever we
get any information about tax eva-
sion, we take the strictest possible
measures. And about corruption also
we have the strictest possible mea-
sures,

SurtmaT PARVATHI KRISHNAN:
What are those strictest possible
measures?

" Surt M. C. SHAH: About the strict
measures, I may say that we have
already got special officers, we have
already got special circles in Bombay,

Calcutta, Kanpur and other places
whose business is to pursue those
cases which are reported.

Surt BHUPESH GUPTA:; What

about the Birla .....
36 RSD.—&6.
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Mr. DEPUTY CHAIRMAN: Order
order.

Surt BHUPESH GUPTA: Has the
mystery of the Birla House been
probed into?

Mr. DEPUTY CHAIRMAN: Order,
order.

Surr M, C. SHAH: It is no use
attacking and blaming those people
who are not here to defend them-
selves,

+ .
i

S#rt BHUPESH GUPTA: But
their friends, ' their political friends
are there. It is no use trying to......

Mr. DEPUTY CHAIRMAN: Order,
order, Mr. Gupta.

Surt M. C. SHAH: I know
your party and how they go to col-
lect funds from those people whom
your people accuse.

Surt BHUPESH GUPTA: How deo
you say that?

Mgr. DEPUTY CHAIRMAN: Order,
order, Mr. Gupta.

Sur1 BHUPESH GUPTA: But, Sir,
is it part of the Budget?

Mr. DEPUTY CHAIRMAN: 1 can’t
allow these things to go on. ;

Surt M. C. SHAH: Yes, Sir. There~
fore, as I was saying, there are
already special circles and special
officers to investigate into all those
cases wherever it has been reported
to the Government that there is tax
evasion. Also we are just going to
have special survey circles. In Cal-
cutta alone during these few months
of about one and a half years, we
have brought nearly 20,000 assessees
on the list. I may add that not only
are we bringing into the net all those
who are liable to pay the tax, but
at the same time we are taking strict
action against those officers who are
found to be corrupt. My hon. friend
Mr. Bisht, I think, referred to certain
action being taken to get rid of cor-
ruption among judicial officers. I may
tell the House that so far as corrup-
tion is concerned, we have taken
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action and we have during the last
few months dismissed some officers—
three officers and one member of the
non-gazetted staff—and 2 officers and
another of the non-gazetted staff
have been prosecuted. Besides these,
there are those who have been warned
and four officers are at present under
suspension and investigation of their
cases is going on. So we are taking all
possible precautions.

SarivaTt PARVATHI KRISHNAN:
How many evaders have been pro-
cveeded against?

Surr M. C. SHAH: As a matter of
fact, we have already the Income-tax
Investigation Commission and 1,060
cases have been disposed of. And even
after the Income-tax Investigation
Ccmmission Act was held invalid... ..

SHriMaTT PARVATHI KRISHNAN:
Let us know the number.

Surr M. C. SHAH: We have got a
machinery to go into all these cases.
At the same time we are bringing
into the net all those who are evaders,
those who are liable to pay the tax
and  still do not file their returns.
Mr. Bhupesh Gupta also has been
brought into the net as he gets now
Rs. 400 a month,

Ssr1 BHUPESH GUPTA:
paid. May I know who......

I have

Mr. DEPUTY CHAIRMAN: Order,
order.

Sart M. C, SHAH: That much about
income-tax and the collection of
income-tax.. As a matter of fact,
though the incomes are falling, we
are keeping up to the schedule of Rs.
165 crores. That shows that the
Income-tax Department is working
very vigilantly to bring in all the tax
that is due. At the same time we have
already asked our officers to see that
not a pie more than is due to Govern-
ment is collected from the assessees.
And in all our circulars we have ask-~
ed all our officers to be vigilant in
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this matter also. We have told them
that we do not want to get one pie
more than is due. Mr. Italia spoke
about harassment by the authorities,
but what he said was rather vague and
if specific instances were brought to
our notice, instances of harassment,
we would deal with them properly.

Surr BHUPESH GUPTA: Do you
know of the case where a big officer
of .. ..

Mgr. DEPUTY CHAIRMAN: Order,
order.

Surt BHUPESH GUPTA:
the All-India Radio imported a pri-
vate motor car of his own .. ..

Surr M. C. SHAH: Have a little
patience, I am coming to that.

Mgr. DEPUTY CHAIRMAN: Order,
order.

Surrt M. C. SHAH: That was refer-
red to by Mr. Mahanty. That matter
is under investigation. I know all
about that case. The Accountant Gen-~
eral had written and the matter is
being investigated. Therefore, my hon.
friend need not worry about it. I
know all about the case and I know
about other cases also.

Surt BHUPESH GUPTA: How long
will the investigation be going on?

Mzr. DEPUTY CHAIRMAN: Have
some patience.

Surr M. C. SHAH: I am not prepar-
ed to yield . . .

Mr. DEPUTY CHAIRMAN: Do not
be disturbed by what Mr. Gupta says.

SarimaTi PARVATHI KRISHNAN:
But the point raised is a serious one.

SHrr M. C. SHAH: Now a few
words about the common man. If my
hon. friend had cared to hear my
introductory remarks yesterday, on
the Finance Bill, he would have
found that we have given relief to the
common man.
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Surt BHUPESH GUPTA: What are
your introductory remarks and what
are your obituary remarks, we do not
know.

Mr. DEPUTY CHAIRMAN: Order,
order.

Surr M. C. SHAH: Obituary
remarks? It will take time, not yet.
So what I would submit is this. All
these are good for propaganda pur-
poses; but my hon. friend must take
note of the fact that the people can-
not be fooled always and the result
has been seen in the Andhra elections.
So I say that there is not much in
those criticisms and I would not
pursue them.

SHrr BHUPESH GUPTA: Do pur-
sue, please.

Sart M. C. SHAH: Mr. Mahanty
said something about the exemption
given to experts in the matter of
income-tax. But he knows that when
we want rapid industrialisation it is
absolutely necessary to have some
“know-how” from foreign countries.
Therefore whenever there are cer-
tain technicians who are absolutely
necessary for the purpose of helping
us to build up these industries and
are brought here from foreign coun-
tries, we have said that for three
years they may be exempted from

-income-tax, if the contract is that
way.
Mr. Mahanty then spoke on the

duty on superfine cloth. I explained
to him the other day that that also
was not because of pressure from
interested parties coming that it has
been reduced.

He must be knowing that in 1953,
the rate of excise duty on superfine
cloth was as. 3|3 and, thereafter,
some months after the financial year
opened, there was a crisis and the
mills were to be closed resulting in
the unemployment of labour because
the mills considered that the excise
duty of as. 3|3 was unbearable for
them. There was no demand for those
goods. We had to reduce it to as. 2
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per linear yard that year and that is
continuing now. This time we propos-
ed a tax of as. 2|6 per square yard.
If this had been accepted, it would
have meant a duty of as. 3|4 per
linear yard. The duties were, till now,
on linear yards. As it was pointed
out that this would be a burdensome
duty, we thought it advisable to bring
it down to as. 2 per square yard
which will come to more or less as
2|6 per linear yard—perhaps some-
thing more. At the same time, there
is a handloom cess of three pies
which has now been converted from
linear yard to square yard. There
would be some increase on this score,
and, therefore, there is no meaning
in saying that we have reduced the
excise duty on superfine cloth under
pressure from the industry. It is not
so; we have considered all these
things and, in the interests of the
country, we do not want to create
again a situation which was created in
the year 1953 when unemployment
threatened thousands of labourers. We
do not want to repeat that and, there-
fore, advisedly we have brought down
that excise duty from as. 2|6 per
square yard to as. 2 per square yard.

My hon. friend Mr. Govinda Reddy
and others spoke about the harsh-
ness of the Finance Minister in reduc-
ing the exemption limit from Rs.
1,500 to Rs. 1,000 in the case of
unmarried people and raising the
limit from Rs. 1,500 to Rs. 2,000 in the
case of married people. Perhaps my
hon. friend may have forgotten that
during the last two or three Budget
discussions in this House, as well as in
the other House, it was urged by
the hon. Members that there must be
some relief given to the married
people; on account of the wife and
children they have greater responsi-
bilities and, therefore, they must be
given some relief.

SHRI S. MAHANTY: Does it mean
that the bachelors have no responsi-
bilities?

Surt M. C. SHAH: The presump-
tion is that they have less responsibi-
lities. There may be cases where there
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may be some other responsibilities, but
the usual presumption will be that
they have less responsibilities. In the
case of raising the limit from Rs. 1,500
to Rs, 2,000 in the case of married
people, Government will be losing
about Rs. 90 lakhs.

Sgri B. C. GHOSE: Why should
not the childless widowers be treated
on the same footing as bachelors?

Surt M. C. SHAH: No, they will
not be treated as bachelors. Once a
man has married, he is considered
always a married person for purposes
of these limitations. This has been
made clear and, therefore, he should
not grudge the few rupees, more or
less. Perhaps my friend Mr. Govinda
Reddy may have 25 dependents, as
he stated, but it may be an excep-
tional case.

Surr M. GOVINDA REDDY: I do
not grudge them paying either for
the lower limit for bachelors or the
relief given to the upper limit for the
married people, but the question is
the basis, whether exemption is on
the correct basis. That is the point.

Surr M. C. SHAH: The basis
accepted is that slowly and slowly
more allowances for family should be
given and the unit for income-tax
purposes should be a family. That
has been allowed in UK. and we
propose to follow that procedure. Let
us see the working of this and if we
find that there is hardship then there
is time enough. Next time we may
consider this.

Dr. R. P. DUBE (Madhya Pra-
desh): Government is concerned over
the increase in the population where-
as you are helping the people to pro-
duce more by these allowances.

SHrr M. C. SHAH: There is one
point about paper. The question was
raised that by levying a specific duty
of one anna on paper, the text-books
will be very heavily taxed and that
it would amount to a tax on educa-
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tion. Dr. Mookerji also spoke about
this and it was tried to be shown
that we are taxing education very
heavily. I find, Sir, that text-books
ordinarily weigh about 2 oz. or 4 oz.
and the tax on such books will be
only 3 pies. The text-books are worth
a rupee or so and a tax of 3 pies on
a book costing a rupee or so will not
be considered so unbearable a bur-
den. (Interruption.) I am f{rying to
explain the position.

SHr1 M. GOVINDA REDDY: The
publishers take advantage of this and
fax the people much more than they
should. You do not realise that.

SHrt M. C. SHAH: This matter was
considered and it was thought that
there is no such burden as has been
tried to be shown here,

My friend Prof. Wadia spoke about
co-operative housing  societies. I
should like to assure him that the
intention, as was pointed out by Mr.
Hegde, is the correct one; if there is
necessity and if the interpretation is
in doubt, we will issue administrative
instructions. Our intention is to give
relief to those flats in big buildings
owned by members of the housing
societies, two-roomed, three-roomed
or whatever they may be and our
intention is clear.

Sarr H. P. SAKSENA:
home affair.

That is a

SHrr S. MAHANTY: What about
the car to which you referred? When
was the enquiry initiated? How long
has it Dbeen going on? When is it
likely to end? We would like to know
some details.

Surt M. C. SHAH: I cannot give
you the figures. I know that that
matter is under investigation.

Surt S. MAHANTY: Since when?

Surrt M. C. SHAH: I have informed
the House accordingly. I have not got
information as to when it was started
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and I cannot also say definitely as to

when it will be finished. It is a mat- |
{

ter for the Information and Broad-
casting Ministry and it will take note
of the observations made here.

Then there was another point. My
friend Mr. Reddy also made the point
that sufficient attention must be paid
to the reports of the Estimates Com-
mittee and the Public Accounts Com-
mittee. I can assure him that always
respect is shown, always the recom-
mendations are tried to be imple-
mented and the reports of the Gov-
ernment on the Estimates Commit-
tee’s reports are also placed on the
‘Table of the House. Whenever their
recommendations cannot be accepted,
the Government of India always give
reasons why they cannot be accepted
and those reasons are also placed on
the Table of the House. I may inform
him that the total savings realised up
to the end of 1953-54 consequent on

tee are Rs. 49-74 lakhs recurring and
Rs. 21-41 lakhs non-recurring,.

Regarding the Public Accounts
Committee also there were some four
main recommendations. We have
already instructed all the administra-
tive Ministries to take note of this
and to act accordingly. So I can
assure him and the House that the
Public Accounts Committee’s reports

and the Estimates Committee’s
reports are taken into consideration
+with the respect that it always

requires and we are trying to imple-
ment the recommendations as far as
possible. )

Then, Sir, there were so many
small points. My friend, Mr. B. C.
Ghose, said: Why have the small sum
of Rs. 1 crore or so; why go in for
new excise duties for this small
amount?

His calculation is not quite correct.
Rs. 8'8 crores exclude the extra levy
of Rs. 1'4 crores from the conversion
to square yard basis of handloom cess
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expect to get from the new excises
is of the order of Rs. 38 crores as
follows:

Rs..

crores

Original expectation . . . 7.5
Less on account of reduction in
cloth (medium and coarse)

and increase in fine (10—16) 84

. . 93

Less excise concessions . . . . 0.5

88

Less sugar . -+ . . . . . 50

Estimated revenue from new
excises e . 3.8

Surt B. C. GHOSE: If you leave
sugar and cotton aside, what is your
yield from the other excises?

Surr M. C. SHAH: Leaving out
sugar, Rs. 5 crores, the estimated
revenues from the new excises will
be Rs. 3'8 crores.

Serr B. C. GHOSE: If you leave
also cloth out of it what does it come
to?

Surt M. C. SHAH: Leaving it, it
is Rs. 84 crores. You mean we must
leave out Rs. 1°6 crores also. Then
also it is Rs. 2°2 crores.

Surr B. C. GHOSE: That is what I
said, viz.,, Rs. 1 to 2 crores.

Surt M. C. SHAH: That is right,
but I gave you the factual position as
calculated and at the same time I
know that he believes that, as far as
possible, deficit in the revenue bud-
gets must be met from taxation, but,
as I said earlier, in response to pub-
lic opinion we have brought it down
and we have kept a big deficit and
now this excise duty is not much
when we consider.....,

+

Surt B. C. GHOSE: According to
your estimate, what would the cost
of collection against this revenue or
Rs. 2 crores be?
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Surr M. C. SHAH: When did I say
that? How can that be the cost of
collection? This will be the excise
duty available to the Government of
India from the taxation. What I said
is: Rs, 3'8 crores will be the estimat-
ed revenue from the new excises.

Mgr. DEPUTY CHAIRMAN: He
wants to know what you will have to
spend for collecting it.

Surt M. C. SHAH: I think, very
little compared to these collections.
It will be hardly Rs. 5 to 10 lakhs.
We have already got the excise per-
sonne] and it may be necessary io
increase ‘the staff to some extent. It
cannot be much more. It cannot be
very much,

Now, Sir, I think I have exceeded
my time possibly. There are very
many points, but because of the dis-
cussion between wmy friend Mr,
Bhupesh. Gupta and myself a good
deal of time has been lost and there
were so many other points to be
rep'ied to but I feel that I should not
take more time and I hope that the
House will take this Bill into consi-
deration.

M., DEPUTY CHAIRMAN: The
question is:

“That the Bill to give effect to the
financial proposals of the Central
Government for the financial year

1955-56, as passed by the Lok
Sabha, be taken into considera-
tion.”

The motion was adopted.

Mr. DEPUTY CHAIRMAN: We
shall now take up clause by clause
consideration of the Bill. Clause 2.
There are no amendments,

Clause 2 was added to the Bill,

Mr. DEPUTY CHAIRMAN: Clause
2. There are three amendments, Yes,

h¥

"Mr, Parikh,

Surr C. P. PARIKH: I move:
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3. “That at page 3, in sub-clauss
(2) of clause 3, for the existing para.
(iiy, the following be substituted.
namely :—

“(ii) for sub-clause (c), the fol-
lowing shall be substituted, name-
ly: —

‘any distribution made to the
shareholders of a company out of
the accumulated profits of the
company, whether such profits are
rapitalised or not, on the liquida.
tion of the company’;”

4. “That at page 4, at the end of
line 5 after the words ‘accumulated
profits’, the following be inserted,

namely:—

‘provided that such advance or
loan is genuinely refunded to the
company before the 30th June
1955°.”

5. “That at page 4, after line 20,
the following be added, namely:—

‘(iv) any advance or loan made io
a shareholder if he is also a servant
of the company and the amount of
such advance or loan does not
exceed an aggregate sum of Rs,
25.000.”

Mr., DEPUTY CHAIRMAN: The
clause and the amendments are open
for discussion.

Suri C. P. PARIKH: Amendment
No. 3 is intended to close a loophole
which is existing at present in the
Income-tax Act. Amendment No. 4
is for simplicity’s sake because a
cumbersome clause is inserted in the
Finance Bill and, the amendment No.
5 is for equity.

With regard to amendment No, 3,
in the Income-Tax Act, in sub-clause
(c) of clause (BA), it is “any distri~
bution made to the shareholders uf &
company out of the accumulated pro-
fits of the company on the liquidation
of the company”. With this there I3
a proviso No. 1. Now according to me
and according to the legal opinion
which is obtained and which I have
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got verified by the biggest lawyers in
Bombay, this clause is defective if
the words ‘capitalised profits’ are not
put in. Because this is a technical
matter I will read out the legal opin-
iop also, If the suggested amendment
is not put in, the shareholders will
continue to have the benefit under the
Income-Tax Act and I think the loov-
hole must be closed, When the bonus
preference shares are issued, they are
escaping taxation in so many ways.
The Taxation Enquiry Commission
has said that from the year 1947 to
the year 1952 sanction was given to
the extent of Rs. 77 crores for issue
of bonus shares and I can :ay, Sir,
60 per cent. of them must have been

preference shares. Now all this
revenue by way of super-tax is gone
when these shares are redeemed

because they are passing on to those
persons who do not pay the super-
tax or pay only corporation tax, Now,
Sir, whatever mischief has been done
in the past, it cannot be remedied.
When the company goes into liquida-
tion not only all those bonus shares
which were issued from 1947 to 1952
but also those issued from 1952 un to
last year. all those shares will escape
tax if the words “whether capitalised
or not” are not put in. In sub-clauses
(a) and (b) of clause (6A) those words
are put. In this sub-clause they are
not put and I will read, Sir, the
opinion on that account. -

Mgr. DEPUTY CHAIRMAN: You
will have to disclose whose opinion it

is.

sur: C. P. PARIKH: It is the opin-
jon of Shri Palkiwalla and it is also
the opinion of the income-tax experts
and the best lawyers of Bombay.

“Where accumulated profits are
capitalised in the form of shares and
when such shares are paid off on the
liquidation of the company, the word-
ing of clause (a) seems inappropriate
to deal with such a case which must
be considered with  reference to
clause (¢), for that clause specifically
deals with distribution out of the
actumulated profits on liquidation of
the company. Clause (¢) unlike the

s

[ 26 APRIL 19551 .

Bill, 1955 6104

other clauses in this sub-section,
simply refers to accumulated profits
without the additional words “whether
capitalised or not”. In the absence of
the last mentioned words—“whether
capitalised or not”—profits which have
been capitalised cannot be regarded
as profits at all, because they shed
their character of income and become

capital. The shareholders on liquida-
tion—“of the company”’—will be
merely realising their capital and

payment made on liquidation in res-
pect of such shares would not there-
fore be dividend. The first proviso,
which enacts that dividend does not
include a distribution on liquidation
in respect of any share which is issu-
ed for full consideration, might seem
to suggest that a payment made on
liquidation in respect of a bonus share
issued ‘“free’ would be ‘dividend’, but
the proviso cannot control the subs-
tantive part of the enactment.”

The words “whether capitalised or
not” have therefore to be added after
the word “profit” in sub-clause (¢}
and that is my amendment, Sir. I
know many changes have been made
in the Finance Bill and the Govern-
ment have taken pains to incorporate
the changes recommended. I can quite
understand that this Bill has to be
passed by the 28th and it will be too
late for the amendments to be accepted
but I want to bring to the notice of
the Government these points so that
they may examine them, so that next
year or even perhaps at an earlier
stage this loophole may be closed in
order that those bonus preference
shares may be taxable on liquidation
whether the profits are capitalised or
not. With regard to the bonus shares
I made a remark that from now
onwards bonus preference shares out
of profits should not be allowed to be
issued because they escape taxation
when they are redeemed by passing
on to some person who is not liable
to super tax or to banks and insurance
companies who are only paying cor-
poration tax. Therefore I do not
understand what is the harm to the
companies in having the reserves con-
verted into ordinary shares. I quite
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understand the company's position

when they capitalise the resources and
issue bonus preference shares. It is
only done with a view to avoid super-
tax and this loophole should be
closed.

-

Now, I come to amendment No. 4.
I want to add these words at the end
—*“provided that such advance or loan
is genuinely refunded to the company
before the 30th June 1955.” The hon.
Finance Minister has given an assur-
ance that administrative instructions
will be jssued that such loans which
are outstanding at present if they are
repaid genuinely without being paid
to other borrowers, they will not be
liable to income-tax or super-tax,
provided it is done before 30th June
1955. That was a concession that was
very necessary and I do not under-
stand why it was not put in there
before. When the Finance proposals
were being argued I made that point,
1t is very clear that loans which were
allowed in the past should be allowed

* to be repaid because the loans were
given under the Companies Act and if
loans were allowed by law there is
no meaning in saying that they showd
be taxed with retrospective effect.
Anyway, that concession is good and
I think the Finance Minister consi-
dered this point only at the last
moment, because his amendment was
something different. In the beginning
i(e) and i(b) were there; i(c) was
deleted but he forgot that i(b) was
still there in the same form and he
now says that he will give adminis-
trative  instructions that genuine
repayments will not be taxed. But if
this provision that such advance or
loan is genuinely refunded to the com-
pany before the 30th June 1955, was
there, his purpose would have been
served. I think the wording as it
appears now seems to be more or less
ridiculous because when we put the
words ‘this year’ we do not mean
what we are saying. It is mentioned
“4n any previous year’, that means,
prior to the assessment year. The

assessment year in respect of 1955-56

[ RAJYA SABHA ]
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will be the previous year, that 1s, the
income-tax year that is 1954-55.

At the end of i(b) it says ‘if such
loans are outstanding on the first
day of the previous year’, but it
should have been something different,
because 1st day of the previous year
means 1st April 1954, Now, if loans
are repaid during the same year, I
think he does not want to touch them,
So all these clauses which are worded
in this way and which were meant
for a different purpose are now
retained, I think it is toolate now but
I feel all this is because of the Bills

being rushed through without the
necessary discussion on them and
without the views of the Members

being ascertained in a proper way.
We all know that this Bill must
receive the assent of the President by
the 28th and therefore we should not
press these amendmenits. Such
important Bills are kept for the last
few days and Members are not allow-
ed sufficient time. Otherwise such
things would not have happened. The
officers are also made to work from
nine in the morning to seven at night
and I think we are taxing them also.
No doubt we must see that justice is
done but we must see that everything
is properly done. It is no use rushing
things through, If my amendments
were iIncorporated the object of the
Finance Minister could have been
made more clear instead of having to
rely on assurances. Anyhow, I think
it will be necessary, when I with-
draw this amendment, that the Fin-
ance Minister should give an
unequivocal assurance as he has done
in the other House.

As for amendment No. 5, I want
the following to be added—“any
advance or loan made to a shareholder
if he is also a servant of the com-
pany and the amount of such advance
or loan does not exceed an aggregate
sum of Rs. 25,000.” I know why
this question of loans was brought
in, because many companies were
private-owned and persons used to
draw funds from them and utilise
them for other purposes and avoid
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super-tax. But suppose a member of
the staff is there and he is given a

loan of Rs. 5,000 or Rs, 10,000, he
cannot now be a shareholder. Among
members of the staff many of them
are holding one or two shares. Natu-
rally, they- may have one or two
shares when they are drawing Rs.
1,000 or Rs. 500 but we cannot now
give them loan. If a member of the
staff wants to send his son to a
foreign country for studies, he may
‘want to get a loan of Rs. 20,000 for
that, Under the Bill as it is drafted
now, I think we will not be able to
«do that. Therefore I think administra-
tive instructions should be issued that
such cases should also be exempted,
because we want only to tax
those people who really evade taxa-
tion. We do not want, because of
this phraseology, to penalise each and
every shareholder in the company. In
an insurance company a policy-holder
may require a loan—it is usual—but
you cannot say that for that he should
sell off his shares. It is absurd to say
that. All this arises because of the
fact that we have not applied our
minds in the way in which we should;
‘we have had no time to do it. If
nothing could be done now, at least
administrative instructions should be
dssued in fairness to those persons
who are honest and who are of small
means so that they may not be pen-
alised. With these words I commend
my amendments to the House and I
would like to hear what the hon, Min-
ister has to say in reply.

Sur1 M. C. SHAH: Sir, I have not
much to say in this matter. I do not
propose to accept any of the amend-
ments. I do not also propose to issue
any administrative instructions
except that which I have already
referred to about the repayment of
loans before 30th June, 1955. Except
this, I do not propose to go any fur-
ther in this matter. Naturally there
may be many matters of minor
details and while administering the
law if thrre ave any difficulties, cer-
tainly thity wi oe taken care of and
Jater on, 14 nevessary, action may
even be taken for amending the pro-
visions,
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About amendment No. 3 the diffi-
culty which Mr. Parikh intends to
remove is known to us. We have,
however, not yet  accepted the
Bombay High Court judgment that
accumulated profits do not include
profits capitalised in the form of bonus
shares and we are considering the
question of taking up the matter in
the Supreme Court. The matter has
other implications also and when all
these matters have been considered,
Government will take up the neces-
sary legislation. Therefore, as I said,
it is not vossible for us to accept
his amendment.

The effect of amendment No. 4 will
be that only those advances and loang
which are genuinely refunded to the
company before the 30th June, 1955,
would be treated as dividends. Under
the new definition obviously this e
not the intention We have considered
all the matters because it was
represented that those loans which
were given by Section 23-A companies

to their shareholders should not be
taxed.

We considered that matter and we
have gone to the length that it was
possible for us to go. And then we
have already assured that effect will
be given to that by administrative
instructions I think we cannot go any
further than that and we sav that all
this was done not in a haste. There
was enough time. Angd he says that
all these things should not be rushed
through. I do not know what is the
meaning of “rushing through”. Pro-
per consideration was given to all the
points of view that were placed before
us; and after considering all the pros
and cons we have come to the ron-
clusion that the amendments we had
proposed were absolutely correct,
And, therefore, it is no use charging
us that this legislation is being rush-
ed through. There is no question of
rushing through. All the points of
view have been considered and when-
ever we are in a position to concede
something we concede. Instead of just
amending, certain Members wanted
that this ought to be in the legisla-
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tion. We did not accept because we
do not want those people, those share-
holders of section 23A Company to
be given this advantage, if they
were not yet fair enough. If they
were honest, and they wanted to give
back the loans in order to get relief
from taxation, we allowed them an
opportunity. If any trick is still play-
ed, we are not going to allow to be
intrigued in that way. We will
examine all those cases and whenever
there are genuine cases—and as I have
already stated in the Lok Sabha—if
these loans are being repaid genuine-
ly, and also without Ilending those
moneys to other borrowers and thus
not bringing into the reserves, then
certainly the law will take its own
course. Therefore, Sir, I cannot
accept this amendment No. 4.

Abogt amendment No. 5, these pro-
visions are applicable only to com-
panies in which the public are not
rubstantially interested, in other
words, to section 23A companies; as
such, no exception can be made in
favour of small loans or in favour of
directors or other shareholders who
are also employees of the company.
There is no reason why a company
whose main business is not banking
should give such frequent loans to
shareholders. Thigs happens mostly, if
not only, in section 23A companies
and is one of the abuses which I am
determined to stop. I think I need not
dilate on these points and I submit.
Sir, that whatever we have proposed.
we have proposed aiter very careful
consideration of the matter, There-
fore, I cannot accept this amendment

MR, DEPUTY CHAIRMAN: What
.about your amendments, Mr. Parikh?

Surr C. P. PARIKH: My reply is
that I refute the explanation of ‘the
Finance Minister.

Sarr M. C. SHAH:
reply against a reply? )

MRr, DEPUTY CHAIRMAN: What
are you going to do with your
amendments.

Sury C. P. PARIKH:
withdrawing then.

Sir, is it a

Sir, I am
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*Amendments Nos., 3, 4 and 5 were,
by leave, withdrawn,

Mgr., DEPUTY CHAIRMAN:
question is:

“That clause 3 do stand part of
the Bill.”

6110

The

The motion was adopted,
Clause 3 was added to the Bill.

Mgr. DEPUTY CHAIRMAN: Now,
clauses 4 to 6. There are no amend~
ments. . ,

Sarr B. C. GHOSE: Sir, although
there are no amendments, I should
like to have some information from
the hon. Minister, because he did not
reply to the points we raised in the
genera] discussion,

Mr. DEPUTY CHAIRMAN: What
is the information required? Please
put him a straight question,

Surr B. C. GHOSE: In respect of
clauses 4 and 5; the reasons for inclu-
sion in the amended Bill of sub-clause
(via) in clause 4; and of sub-clause
(2) in clause 5. The difficulty is that
no explanations are given and
although—I may draw your attention
to this fact—the Statement of Objects
and Reasons in the new Bill says that
the notes on clauses explain the vari-
ous provisions contained therein,
there are no notes on clauses given as
appendix. @i

Surr M. C. SHAH: About what?

Mr., DEPUTY CHAIRMAN: What
is the information that you want, Mr,
Ghose?

Sur1 B, C. GHOSE: 8ir, I want to
know what were the difficulties that
were explained to the Government
which induced them to make these
concessions?

Surr M, C. SHAH: Perquisites?

MRr. DEPUTY CHAIRMAN: One is
sub-clause (via) of clause 4(2), which
says: “Subject to such conditions as

* For text of amendments, see col.
6102 supra.
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the Central Government may pres-
cribe, passage moneys or the value of
any free or concessional passage
received by or due to any person, not
being a citizen of India, from his
employer for himself his wife and
children in connection with his pro-
ceedingf on home leave out of India”.

Surr B C. GHOSE: Sir, we know
it is no good our objecting to passing
anything which the government
wants to bring forward, but we are
at least entitled to know the reasons
why they propose certain measures.

Mgr. DEPUTY CHAIRMAN: What
is the other thing?

Surt B. C. GHOSE: The other f{s
sub-clause (2) of clause 5.

Mr. DEPUTY CHAIRMAN: What
is in sub-clause (2) of clause 5—pe~-
quisites?

Surr M. C. SHAH: About perqui-
sites, shall I explain, Sir? The posi-
tion is this. When the financial pro-
posals were made, we said that no
perquisites, nor the entertainment
allowance will be non-taxable. There-
after there were certain representa-
tions made that in business at times it
is important to spend something, to
develop business, on entertainment.
Therefore, certain employees of busi-
ness houses have to spend something
on entertainment: and also it was
said that certain perquisites—as I
have stated in my introductory
remarks—about these medical facili-
ties and similar minor amenities also
should be allowed. We came to the
conclusion that whenever there was a
contractual obligation and a certain
sum by way of entertainment allow-
ance, in order to develop business,
was granted to the employees, then a
certain part of it should be-allowed
as non-taxable entertainment allow-
ance. We came to the conclusion after
a good deal of discussion that those
employees who used to get on 3ist
March 1955 entertainment allowance,
then only to the extent of twenty per
cent. of their pay or Rs. 7,500 maxi-
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mum, should be allowed tax-free. It
is possible that in many businesses,
it is necessary, for encouraging trade
to entertain certain persons.....
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SHrr B. C. GHOSE: In the future,
what happens? .

SHRt M. C. SHAH: In regard to
entertainment by those employees at
their home, no accounts can be kept.
If it were possible to have those
accounts, then we would have men-
tioned that accounts for entertain-
ments outside may be kept, and that
may have been allowed. Today also
under the Income-tax Act certair.
allowances are admissible expendi-
ture, certain bona fide expenditure
incutred on entertainment is
allowed ..

Mr. DEPUTY CHAIRMAN:
will do, Mr. Shah,

Surt M. C. SHAH-® In the future
only those employees who used to get
on 31st March 1955 will continue to
get to that extent free of taxation.

That

Surt B. C. GHOSE: Why?

Surt M. C. SHAH: But all those
who get henceforward will be liable to
pay tax, because we want to do away
with this, we want first to restrict
the abuse. And we do not propose to
allow this concession in future. If
the employees who are employed
henceforward are to be paid enter-
tainment allowance, they will have to
pay tax. Either they may raise their
salary or if they want to give in the
form of entertainment allowance, we
have no objection, but they will be
taxable. Slowly and slowly we want
to eliminate this non-taxable allow-
ance business ang that is the only
reason. If we do away with this just
now, then we might be disturbing
certain contractual obligations and
perhaps there might be some disturb-
ance., Therefore, we have given them
a warning, rather to those who give
entertainment allowance that hence-
forward for other employees there
will be no tax-free entertainment
allowance. They can give entertain-
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ment allowance if they like, but then
they will have to pay tax as others
pay tax on income.

i

Mr. DEPUTY CHAIRMAN: Yes,
-that will do. Mr. Shah. Clauses 4 to
6. There are no amendments.

Clauses 4 to 6 were added to the BIll.

MR. DEPUTY CHAIRMAN: Clause
7. There is one amendment,

SHRI B. M. GUPTE: Sir, I beg to
Jamove:

1. “That at page 9, in clause 7,
in the proposed sub-section (4) of
section 9 of the Income-tax Act,
1922 (Act XI of 1922), for clause
(b), the following be substituted,
namely:

‘(b) a member of a co-operative
society to whom a building or a
part of a building built by the

. society is allotted or leased under
a house-building scheme of the
society shall be deemed to be the
owner of that building, or that
part of the building, as the case
may be'."

MR, DEPUTY CHAIRMAN: The
clause and the amendment are open
for discussion.

SHrl B. M. GUPTE: Sir, there is
a Central Institute of non-official
Co-operative Workers at Bombay,
which has sent me this suggestion,
because there is an apprehension that
the intentions of the government may
not be realised according to the word-
ing, as it stands today. According to
the present wording, this clause applies
only in a case where a co-operative
society transfers the entire building to
a member. Then only this clause
applies. But there are many co-opera-:
tive societies which transfer only flats
.or blocks to their members, and not
the entire buildings.

MRr. DEPUTY CHAIRMAN: He ha3
explained the intentions of the (iov-
ernment, and they will issue adinin-
istrative instructions.
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Surt M. C. SHAH: Not only that,
Sir, but when this matter was refer-
red to us by some society, we had
referred that matter to the Law Min-
istry, and the Law Ministry had
advised that it was not necessary to
amend the measure in the way in
which my friend, Mr. Gupte, wants
to do. Our intention is very clear.
And as I have already stated, if there
is any doubt, we will issue adminis-
frative instructions, When we pro-
mise some relief, there is no intention
to take away that relief. Therefore,
Sir, the amendment moved by my
friend is not acceptable to me.

Sert B. M. GUPTE: Sir, I beg
leave to withdraw my amendment.

The *amendment was, by leave,

withdrawn,

MR, DEPUTY CHAIRMAN: The

question is:

“That clause 7 stand part of the
Bill.”

The motion was adopted.
Clause 7 was added to the Bill,
Clause 8 was added to the Bill.

Mr. DEPUTY CHAIRMAN: Clause
9. Mr. Doshi is not here, Mr. Hegde?

Suri K. S. HEGDE: In view of the
assurances given, I do not want to
move my amendment.

Clause 9 was added to the Bill,

Mr. DEPUTY CHAIRMAN: Clause
10. There are two amendments.

Surr B. M. GUPTE: Sir, I beg to
move:

2. “That at page 12, in clause
10, in the proposed sub-section (3)
of section 14 of the Income-tax Act,
1922 (Act XI of 1922), in clause
(iv), for the words “the total
income of such society” the words
“the income of such society from
tneze two sources” be substituted.”

* ror text of ameudment see coL
6113 supra.
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Sur1 P. S. RAJAGOPAL NAIDU:
Sir, I beg to move:

7. “That at page 12, in clause
10, in clause (iv) of the proposed
sub-section (3) of section 14 of the
Income-tax Act, 1922 (Act XI of
1922), the words ‘and the society
is not a housing society or an urban
consumers’ society or a society
carrying on transport business’ be
deleted.”

Mgr. DEPUTY CHAIRMAN: The
clause and the amendments are open
for discussion.

Sarr P. S. RAJAGOPAL NAIDU:
Sir, certain concessions are being
granted with respect to the interest
on securities chargeable under section
8 of the Income-tax Act, and also
income from property chargeable
under section 9 of the Income-tax Act.
But those concessions are granted to
almost all the societies excepting these
three types of societies, namely, hous-
ing societies or wurban consumers’
societies or societjes carrying on trans-
port business, First »f all, I would
like to know, Sir, why this distinction
is being made between a society and
a society, and why any distinction
should be made between a rural con-
sumers’ society and an urban consu-
mers’ society. I am at a loss to know,
8ir, why these three types of societies
are excluded from the purview of sec-
vJon 8 and section 9 of the Income-
¢ax Act. If the hon. Minister can give
us any reasons, I will be satisfied.
Even the Taxation Enquiry Commis-
sion does not say anything as to why
these three types of societies are
excluded. I would therefore like to
know the position from the hon
Minister.

Surt B. M. GUPTE: Sir, if the
total income is taken into considera-
tion, then I am told that very few
societies would be eligible. I there-
fore want that the limit of Rs. 20,000
should be confined only to interest on
securities and the income from pro-
perty. Unless that is done, we shall
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to put their savings in securities.
When we are raising National Plan
Loans, it is desirable that we should
encourage this habit, And therefore,

Sir, it is necessary that the limit of

Rs. 20,000 should be confined to these-
two sources only.

SHrRr M. C. SHAH: Sir, I cannot
accept the amendments suggested.
The effect of the change mnow will
merely be this. Up till now, the
income of co-operative societies
derived not from business, but from
interest on securities and house pro-
perties, has not been exempt from tax.
But in order to give encouragement, to'
small societies, it has now been decided
that other societies with an income of
less than Rs. 20,000 will be exempt
from tax, not only in respect of their
own business income, but also in res-
pect of the income derived from such
interest and properties. Now, the
housing societies, the urban consumers’
societies and the societies carrying on
transport business, will not be entitled
to the benefit of this concession. In
other words, Sir, these societies are not
being put to any extra tax, but only
they are not being given the new con-
cession proposed for small rural
societies. That is the only reason why
we propose to go so far, And we do
not want to go further than that.

SHrt P. S. RAJAGOPAL NAIDU:
Sir, although I am not satisfied with
his reply, I beg to withdraw my
amendment.

1

The *amendment was,

by leave,
withdrawn.

SHrR1 B. M. GUPTE: Sir, I also beg:
to withdraw my amendment, ‘

The *amendment was,
withdrawn.

by leave,.

MRr. DEPUTY CHAIRMAN:
question is:

That clause 10
Bill,

The motion was adopted,
Clause 10 was added to the Bill.

*For texts of amendménts see cols.

The*

stand part of the

not be able to encourage the societies | 6115 and 6114 supre respectively,
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Clauses 11 to 15 were added to the
Bill.

Mgr. DEPUTY CHAIRMAN: Clause
6. There is one amendment,

Surt C. P. PARIKH: Sir, I beg to
move:

8. “That at pages 17-18, in sub-
clause (1) of clause 16, in para. (ii),
the words ‘provided that the busi-
ness, profession or vocatiop in
which the loss was originally sus-
tained continued to be carried on
by him in that year’ be deleted.”

MR. DEPUTY CHAIRMAN: The
clause and the amendment are now
open for discussion.

SHr1 C. P. PARIKH: Sir, the pur-
port of my amendment is that the
business loss should be allowed to be
carried over, if the business was not
existing in a particular year, That is
the main thing. I think the last words
in this sub-clause “provided that the
business, profession or vocation in
which the loss was originally sustain-
«ed continued to be carried on by him
dn that year” should be dropped. 1t
is no use taxing the losses and asking
‘the companies or the individuals to
pay income-tax amnd super-tax. That
:is my suggestion, Sir.

Surr M., C. SHAH: Sir, we have
gone far enough. And we cannot da
anything more. Our provision is that
the loss sustained by an assessee in a
particular business can be carried for-
ward and set off against the profits
from any business in later years, only
if the business in which the loss was
sustained is continued by him in that
year. It is a very clear provision,
And, Sir, when we give concessions,
they want still more concessions, Hdw
«can we do that? I do not think there
is any equity in asking for these con-
cessions, There is no inequity in our
provision. Generally speaking, the
Income-tax Act is concerned only with
the state of affairs of the assessees in
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the previous year. Our intention is to
give this concession only in cases
where losses arise in a business on
account of market fluctuations. It is
certainly not our intention to give this
concession to an  assessee to enable
him to give up the old business and
explore new channels of business.
Therefore, Sir, the amendment moved
is not acceptable to me.

Suri C. P. PARIKH: Sir, I want fo
withdraw my amendment,

The *amendment was, by leave,
withdrawn.
Mr. DEPUTY CHAIRMAN: The

question is: .

“That clause 16 stand part of the
Bill.”

The motion was adopted.

Clause 16 was added to the Bill,

Clauses 17 to 30 were added to the
Bill.

The first, second, third and fourth
Schedules were added 1o the Bill.

Clause 1, the Title and the Enacting
Formula were added to the Bill.

Sur1 M. C. SHAH: Sir, I move:
“That the Bill be returned.”

Mzr. DEPUTY CHAIRMAN: Motioa
moved:

“That the Bill be returned.”

4 pM.,

st waEw St AW (T WD) ¢

Symmata wERd, #° g@ Yaw @ S
aRdT FY g Fgt TH AW ' W W
T da a W wEm amw & W w
e o w1 W@ ool gu svEm &t
W g wEd ) T 9% T9d a9
TEEE W gRA 3 weT A w=ig @1 ot
S Tgg ® T swwaEd ¥ ferEr
*For text of amendment see col.
6117 supra,




6119  Finance

Ty IO & @ & iR Tewd =
=7 & T o ok AT a9 B g iwar
=t a1 oradiy Wt dr gen € AR AN
# AT F1 WOAT B 9% e H1 T
TO §TER @ 99 99 FEUEE T
2w #1 ordwn wet & Towet
Hhaam @ avarig sageq ¢ | INe Tan
# 7 il F oOFER TR OF qmiaie®
w2 F FQAM T & TP AW qB
IEE £ 1@ AR g e Sear ar
a7 TR guE &7 @ o g, 9wl
a?ﬁﬁamaﬁq‘aﬁ?aﬁm
+ o g gt et Teer e e w9
TEA ghauren’ d @Feg c@d A e
TaHt o gt | e aeen # SaEe
ofedl TH YHR # & N9 B o
T B AT FT AEATIE TEY A
@ | gEw At g gwt § | 9w §W
dad & P& s m W ww @ T
Frlogad g mali @ m @
FIET AT AT | TW WER &1 tertw §w
& o T ¥ e & Pww @ Ew
yed% T W8 AN FT & T% W
Tt fr dea aagdgm R &
Tl F T B AT TH TIR T
af it g7 g & T@dt @ & Taas
FROr g5 o, gutTiE @i W gw
TER @ G 1A gU & T @ g w1
TAT AT FT WET A B AT H
| omwd § ok Teed e @ ok wew
oot & qi gEAd F1 agen § ugd w©
F | @ T s W et # et
& e e frale gow gl @
gaeT « & ok ww & s g
FOew Tl @ AT gad Aid e
e & % g% Tog own Sfew Teafe
FEAT AL ICH G0 A T | AVER
= iy miadt @ ofeomreEE T gerh
I & W W EEE Twy € I

R Re d g @ e | 3Ew
giomEET ¥ ® oY [% 199

[ 26 APRIL 1955 ]

Bill, 1988 6120

feata dir gt o 7t & 1 o o @ wem
# ety a1 Fofr st d o od
aEian alt Stwtae wedfer atwd
F1 ol o O @ & | 3 9 @ g ord
0 ot 4 @ @ 7w awe @ oy @
trm & 1 v=i? % ¢ A Mt
1 ot % T avn ehgn T Taar
@ dw @ et vaed, s sk
% o #t fube @1 e s
TSHT | AT I F aellew T gon
TH GEER F1 AR & qgT @ dxtaT T
Tﬁlﬁmﬁ%#hmﬁmtmﬁ
al T ot g P avan aaE #
o & | T 39 v # A ) saen
F T9E % o9 19w HER F4 Tety ar
Twfor Pamnr wrem & ot gEw S %7
9t 7% wgia @l g § a8 o wwn @
faalt agte & ot gw gw & emr &1
e &1 dhe il el @ v o e
T TE AT & 98 e # TagEt UER
F1 gAE A &, ol suw gwdw #
g a5t =1 Teala &1 and dw 27 Twlw
8 gEEen Fed § | A A w5AEo
g fodew = s a2t Tog Aife =1
AT B & TS FEOT HiF AH
W o A gt § omn & o aawt
TR ok FUS #7 gEdr ¥ ST &

qiad Srarted Fvd o I S| &t



6121 Finance

[ s=duremer Sto a7 1]

FE A IR ogwd o, Al AUt T
& qet eficads ateen g PE e
fog gt @ @ € & A &
& gFw g aw & | gTR qEn g @1
gaTE Ad [ At wagt  &ue
&d a3 o & Towq aewiond §AR
Fera & i &t ot AT WA &0 TR
P # o d e &1/ FW o
do % TF T & g R o T g L AW
tred ot & @t @ Tag aeen | et
T e R E ol @ & agt
& afgwieat @ st &t AR 9@t
FEr | e atdEnen @ §EE @
s A w8 FE T% d%AT W @ @
7 gTae 2 Tew o | ot dewt de
ants fedt & 3 9= T 1 WhW T@r
R E e e § wieg & W
qea w atgwrieat 4 #@ Tw 3w tesd
go @ & el aft o Tegel @
FAT AT & AT & | A g8 I qTET B
dfite & ot = oW AEwiawme
it § vus g @ gw @ T
giwat % Tag dm@t, Fel eeer a8t
TR FTW § IAFT UF IR @ qET
LETANT B & | g FETS At @
g zwet Wi Teew f aawr 9w T
THd 4 e TR Y AHT 9T T% g9
ot Peufe o ofeadsy =t o av %
T 3 #1 Teule e gt & 9 g #
g g gwt & 1 gatag W@t A" g
T T TEE BT FHAT Fwar & 98T 4 g
W T wvar € Mo wewn ol ond
Aite o ¢ afeadT w¢ Towd 7o g
oul® | FEAOTETA AT W T HR
ol

e wret o (@@ T
THE STEHTTT AR, g aed #
I A I &3 § TF 99 W a9 I oA
Ta @ T Av AW @ T S awd

[ RAJYA SABHA ]

Bill, 1958 6722

7 ggt guteyw At o | 3w et
% g gn ff o g wmw g fee o
o omee feer & wee faq 7% enuwh
g R Ft & |

sie, oud g # ofgr oW oWl
give T W @t & R AT A g
Tmr @ gy T A9 aleme aw @t
g ot I givrel @ o Fael wwdr
g e ST ) W @t amt agrd
Tt g giwema me o ot s far
W g Tear 9@ gee @ owier &,
At Toeaft g6 g dan & T atemrat’
# Siw & g Fig ¢H A @ @t At
Fv 73 Towd §w @ FiE a7 g ol
fSos o FaeT T &4 g 9=
TR g 1 A OF gEt @ i &t
A W ST A TS HEAT At
g Tow®r ¢v # fau @ w8 @ Tt
ghm, atea Tvas om sdst &g @4
g 9 F anrEe & | ag giwen e
awe @ oawar @, Teawt  deed
TE Tramt ST @ 3 AW
@ g o & 1 sftwe, A9 At Paren S
Iud g7 & & aiwn ger o &t
# &g a8t gR ¢ 49 Pe giwardt far
#1 gia &, qeEt WU e @i Bt
giaw &, moes twwr @ P &
given #, @ gl aet & dtew
e @ g & a@ @ doeh oowET
Pramirgd #1 @i g &1 Taan
¢ gz Paermw orraTT®, oAl olR
gor &t glomr & ofte, @@ o ale
g2 zus o T2 ¥ Pw 9 o geHiee
F1 sioft & T 'k o o, ZEET aie TeAv
STEE ot At B A et sl &t ag
@ dot & sy W' P smem afe
At sioft wt o w & arr wiz Tewr
S At /8 gaer J--al 1 & e
# adff, fead @ trarlag &% awter
dqz w@iw  Teeww brewh ool
ettt &, g & adum afeieteat



6123 Finance

g1 sfter, 2 ot @ Ten e o
drTd quEer F o gieEw & gt
M T FEA A & | AT 20
uT vg twawr B @ A 95t AW @
aie d, 0w aF W w1 At gEa
giaatdet &1 | giaatdel @ o= @
g0 o, o o IR gHo go o, It gEd

ZUH WIS a8 g T g B e g9
gr Toad @ gevlitede wadw &
9 §F F A A AUk gt do Qo A
QITAT 9 A AT qGT F ARG T
P dign ag ) 98 @ a6 oA awe
givt | #F W gerdlifere wdw oW
¥ ageq @ A8t & % aud gt dto go
FIET @IS §F FATF o o FAET B
gird o frd s =t & | vt
g @@ &ed g agd,  gee
gaaigya g aed ok Tod @
afe amtrat g+t =ted | dw @} o
e o ¥ T oguR geoiifede

36 RSD.—T.

| 26 APRIL 1955 ]

Bill, 1955 6124

T zos =3 oy & ol o e 98
TAAET ST & T gEE AT a9 |
A augr 7 g8 A9 o o U% ang tww
TAR & T | & A ®Eed § 9
foet @t o & aw & Pw rawgdt sivf
Ug FYA 3 a1 dlo Qo FE T TTCHITSR
TE FYF @ 98 Ao Qo FE, FAITE AT
I o O B AW W A e | oat

a7

at

grer & ® 9% FEA 9EA & 15 @
FT wde Adt ¥ % ot @ W Taww
# 7 Taewm Tgad @ aaw ¥ ArEd
ol wwen @ At & s ol oF
a1 9, atew awen g § T o B



6125 Commanders-in-Chief [ RAJYA SABHA ] (Change in Designa-

[l awraett arerer 1 |
vt @ g few aAw @ age | g
# dfew w g gkt &1 ot & o
3 IW T § 3W aWEN F g« FCA
TE | (@ F E)

A agm uier W w7t A dae
agt fadew s et & % o &
ag qieadT @ @ sty #1 oo @
¥Ha 7 g g T o T @ |y &
g% SYTgIw A SE v
AMATINT % T §F Tewerni-ES-
g g g S wiedEr & SeEr
AUTT G, GHT T AT BT Al
o agelt ot fown oW @t = & &
@ee ¥ @t Pamew At g s
wft f o7 o wve & Tw twm o
WA T & o T g R @
w2 30 @ gEs ot A g @R
T # )

o, ofm, #° w wew wwd & P
dd o w, fegs?  Swaitmar &
wamiawe @5 &, 9 Te gud o teeww
dFT A T § TR S O Twre
HH@Y A 9@ HOS e @6 & o
o

Mr. DEPUTY CHAIRMAN:
time.

ol st w@w : q, s, Aa
a3 FE ¢ % 3@ waiT #t e ®w A
gieors wedt & qEe Toan damw st
3t Yo werd @t g@ e T @ efer
gdF TR won waiEd | 3T st @
o W g Yaw @ e ww €

Mgr. DEPUTY CHAIRMAN:
you any reply, Mr. Shah?

Surt M. C. SHAH: No. I will only
say that my friend Mr. Vaidya, while
supporting the Finance Bill, complain-
ed about the taxation proposals and
he said that there has been harass-
ment, Thal is his usual complaint but

It is

Have
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as a matter of fact we want to deve-
lop the country and if we want
to develop we must spend -crores
of money. In the first Five Year
Plan we wanted to spend more
than Rs. 2,200 crores, in the next
Plan we propose to spend about
Rs. 5,500 crores. We want to raise
the per copita income, we want
to double it soon. We want to raise
the standard of living. Naturally there
should be some taxation, Without
taxation all these things cannot be
done. At the same time, my friend
must have seen as to  what are the
taxations. As a matter of fact we
have given so much concessiong and
really speaking we are just having
more and more deficit financing.
Therefore if you ask at one time for
the condition of the masses to be
improved, that the living standards
must be improved and all these must
be done and at the same time com-
plain about the taxes, I don’t think it
will ever be possible to achieve our
objectives. Therefore I would appeal
to the hon. Members to realize this
aspect of the question.

Mgr. DEPUTY CHAIRMAN:
question is: ’

“That the Bill be returned.”

The

The motion was adopted.

THE COMMANDERS-IN-CHIEF
(CHANGE IN DESIGNATION)
BILL, 1955

Tue MINISTER ror DEFENCE
(DRr. K. N. Katju): Mr. Deputy Chair-
man, 1 beg to move:

“That the Bill to amend certain
enaciments for the purpose of
changing the designation of the
Commanders-in-Chief of the Arm-
ed Forces, as passed by the Lok °
Sabha, be taken into consideration.”

Sir, this is a purely formal measure.
As the House knows, under the British
administration, there used to be just
one Commander-in-Chief and he wa¢#
Commander-in-Chief for all sorts of



