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utilised portion of the loan is as
follows : —

I-12-49 to 30-11-50

. I-12-5) t0 30-I1-5I
1-12-51 to 30-11-52
1-12-52 t0 31-5-53

=$ 97,323°02
=§ 143,171'03
=$§ 135,031°20
=8 51,579°79

ToTAL $4,27,105° 04

(iii) The total amount paid as Com-
mitment Commission (Retention In-
terest) at 1} per cent. from 1st Decem-
ber 1949 to 15th August 1950 and at
1 per cent. thereafter on the unutilised
portion of the allotted loan is
$ 1,73,836" 40.

(b) The total amount spent en the
Organisation and adjusted upto the
31st March, 1953 is about Rs.
8,75,37,700. The figures are approxi-
mate because the accounts for 1952-53
have not yet been finalised and audit-
ed.

(¢) (i) The total amount so far re-
covered from State Governments is
Rs 1,36,90,093/14/-.

(ii) The total amount still pending
collection is Rs. 4,88,28,335/1/-.

(d) The amount involved is Rs.
99,10,779. This sum is not includ-
ed in the figure given in the reply to
part (b) of the question.

PAPERS LAID ON THE TABLE
RaiLway ACCOUNTS

Tue MINISTER FoOR FINANCE
(Surt C. D. DeseMUKH): Sir, I beg
to lay on the Table of the House a
copy of each of the following papers
under clause (1) of article 151 of the
Constitution:—

(i) Appropriation Accounts of
Railways in India for 1950-51
(Parts I and II). [Placed in
Library. See No. U. a. (75).]

(ii) The Block Accounts, Balance
Sheets and Profit and Loss
Accounts of Indian Govern-

ment Railways, 1950-51.
[Placed in Library. See No.
U. a. (75).]
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(iii) Balance Sheets of Railway
Collieries and Statements of
all-in-cost of coal, etc., for
1950-51. [Placed in Library.
See No. U. a. (71).]

(iv) The Audit Report. Railways,
1952 (Part II). [Placed in
Library. See No. U. a. (76).]

THE ESTATE DUTY BILL, 1953

Mgr. CHAIRMAN: Mr. Deshmukh to
move the Estate Duty Bill

Surt C D. DESHMUKH: Sir, I
move:

“That the Bill to provide for the
levy and collection of an estate duty,
as passed by the House of the
People, be taken into consideration.”

Death duties in one form or another
constitute an important element in
the scheme of taxation of most pro-
gressive countries. That, I believe, is
common knowledge. In fact, so far as
our knowledge goes, such duties exist
in about 43 other countries. In India,
the imposition of such duties was re-
commended as far back as 1924-25 by
the Taxation Enquiry Committee, and
Government’s interest in the matter
may be said to date from 1936-37
when a Special Officer, the late Sir
Alan Lloyd, was appointed who studied
the whole matter and made recom-
mendations. So far as my personal
interest goes, Sir, I might say that it
dates also from the time I had the
privilege of assisting one of the Gov-
ernments then and I had occasion to
consider with Sir Alan Lloyd the sug-
gestions he had made with regard to
this question. Actually, the Bill to im-
pose such a duty was introduced in
the late Legislative Assembly in 1946.
On the dissolution of that Assembly,
this Bill in substantially the same form
was again introduced in the Provisional
Parliament in 1948 and was referred
by it to a Select Committee. In their
preliminary report, the Select Com-
mittee felt that two difficulties, which
apparently they regarded as insuper-
able, lay in the way of further con-
sideration of the Bill. The first was the
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fear that the application of the Estate
Duty Act would be well nigh impos-
sible so long as the joint family under
the Mitakshara system continued to
be recognised by law as a unit for
purposes of taxation. The second was
that they considered that so long as the
then Indian States remained outside
the scope of legislation, there was
every possibility of flight of capital to
such States, if a duty was levied in
what was then known as British India.
But by the time the Select Committee
submitted their final report in March
1949, the integration of the Indian
States was in sight, so that the second
difficuity no ionger stood in the way
of immplementing this legislative pro-
posal. As regards the first difficulty,
they tried to steer clear of controver-
sial issues by subjecting to estate duty
the co-parcenary interest that ceased
on the death of a member of a Hindu
undivided family With certain fur-
ther changes in the Bill, they were able
to make the necessary recommenda-
tions to the Provisional Parliament.

This Bill, as reported on by the
Select Committee of 1948, could not
however be taken up in the Provisional
Parliament as its fortunes had some-
how got tied up with those of the
Hindu Code Bill, and it lapsed with the
dissolution of that Parliament in 1952.
The Bill which is now before the House
is the one introduced again in 1952 in
the House of the People and as modi-
fied by them.

Sir, the present Bill seeks to impose
a duty on property passing on death
and on property which is deemed to
pass on death like the interest in the
coparcenary property to which I made
a reference a little while ago. At one
time, there was a suggestion in the
Prov.sional Parliament that a succes-
sion duty would be preferable to an
estate duty. A great deal of attention
was given to this point by the Select
Committee of 1948 which came to the
conclusion that in view of the practical
administrative difficulties involved in
the levy of a succession duty and possi-
bly the smaller revenue which it might
yield, the duty to be imposed should
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be an estate duty, and that principle,
Sir, has so far commended itself to-

everyone in authority who has con--
sidered this matter.

The Bill has been before the Parlia-—
ment and the public for about seven
years now. I shall not, therefore, take-
up the time of the House to go through.
its detailed provisions at this stage—
we shall have it later—but shall con-
fine my present remarks to the main
changes in the present Bill from those

in the 1948 Bill as reported by the
Select Committee.
Sir, as the Council is aware, this

Bill is based largely on the lines of the

| Estate Duty legislation as embodied

|
|

in United Kingdom Finance Acts. Op-
portunity has been taken of incorporat-
ing in the present Bill some of the
important changes made in the United
Kingdom Finance Acts since our own
Bill was originally drafted in 19486.
These are confined to the charging
clauses and the main changes will be
found in clauses 11, 12 and 27. There-
fore, in a sense, by the benefit that we
have had of the experience of the work-
ing of this Act in the United Kingdom
we have modified the Bill and we hope
that we have been able to cover the
loopholes of evasion in so far as they

are known to the [JUnited Kingdom:
authorities.

Another imrportant change is the in-
corporation of the rates of duty in the
charging Bill itself. The Council may
recall that the original idea was that
the rates of duty should be imposed by
a separate Act of Parliament. It was
felt, however, that the incorporation of
the rates in the Bill itself would make
the law compact and remove such un-
certainties as may exist in the public-
mind that the Government intended tu
come with the possible changes in the
1ates from year to year. Although the
fact that the rates are contained in the
Bill does not, by itself, prevent Parlia-
ment from changing the rates as often
as it likes provided the initiative
taken by the Government

is

Pror. G. RANGA (Madras):
always so.

It is
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SHrI C. D. DESHMUKH : That is the
qualification, unless through a Resolu-
tion. Although that is the position, I
might state—it is my personal
view that it is unlikely that Govern-
ment will suggest any changes in the
next few years until sufficient experi-
ence has been gathered of its working
in all aspects and until Government
have formed some idea of its financial
results as well as of its impact on the
.economy of the country.

The Council, will notice that the
rates are fixed on the slab system and
not on the step system as in most other
countries. At a later stage, Sir, T shall
.explain in some detail the advantages
.and disadvantages of these two sys-
tems. But, I will mention here that
we are familiar with this system—the
slab system—because we have this for
purposes of our Income Tax also.

The Council will also observe, and I
hope agree with me, that the rates pro-
posed are on the side of moderation.
Because of the high exemption limit,
actually the effective rate—and that
is the important point—that is to say,
the average rate that works out on the
total value of the estate is lower than
that in the United Kingdom in respect
of small properties, while in the higher
slabs the rates have not been fixed so
high as to encourage evasion or to be
a possible disincentive to savings

Another important change is in the
.exemptions allowed over and above
the ordinary exemption limits. In the
.0ld clause corresponding to the present
.clause 33, Government were to be given
only a general power for exemption or
reduction in rates and no details were
specified. Objection was taken to
such wide powers being vested in
Government and 1 think rightly. So
in the present Bill this power has
been retained subject only to certain
conditions, and in addition we have
specified certain exemptions, as for
instance, books not intended for sale,
wearing apparel, small gifts made
shortly before death, etc. There is an
important exemption made in respect
of moneys deposited or insurance
effected for the payment of estate duty
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up to Rs. 50,000. Therefore we hope
that the collection of estate duty will
be greatly facilitated.

Also, Sir, the provisions of this Bill
have been liberalised in other res-
pects. For instance, quick succession
relief to the extent of 100 per cent.
of the duty is to be given in case the
second death occurs within three
months. Unlike the old clause, the
exemption given to the interest of a
Hindu widow dying within seven
years of her husband’s death is not
confined to Hindus governed by the
Mitakshara law but has been exiend-
ed to all Hindus. Provision has been
made for the deduction from the
estate duty payable of court fees paid
for obtaining representation to the
estate of the deceased and there is no
limit to this, unlike the original Bill.
A specific provision has been mrade
that in the case of duty payable on
immovable property, eight instal-
ments can be claimed as a matter of
right by the person accountable.
There are certain minor provisions
also to which I do not propose to refer
at this stage.

Another important change to which
I would like to refer is the duty pay-
able by foreigners. The Select Com-
mittee of 1948 had suggested a pro-
vision by which persons who were
“resident” within the meaning of the
Income Tax Act would be deemed as

domiciled in India for purposes of
estate duty. But according to the
present Bill, ‘domicile’ of a person

shall be determined as if the provi-
sions of the Indian Succession Act,
1925, on the subject, applied to him,
and this appears to be consistent with
the corresponding Acts of most coun-
tries. A provision has, however, been
made that in respect of—and this is
an Iimportant provision—shareholders
of companies which earn more than
50 per cent. of their proflts in India,
a flat rate of duty would be charged
on the passing, by death, of the pro-
perty consisting of such shares. The
liability for payment of this duty is
imposed on the company so as to
ensure recovery. There is a similar
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provision in the Acts of one of the | been made for the appointment of one

Australian States—I think New Zea-
land.

The only other changes I need refer
to are those relating to the adminis-
tration and operation of the Act. In
the old Bill, detailed provision had not
been made and the assessing authority
was Central Board of Revenue. The
only provision was that the Central
Government could empower any offi-
<cer or authority to discharge the func-
tions of the Board in respect of any
specified matter. The opinion, belief
or state of mind of that officer or
authority was to be deemed to be
that of the Board. Now, this position
was, on reflection, found to be un-
satisfactory In a vast couniry like
ours, it is not possible for the Board
actually to determine and collect es-
tate duty, and a provision like this
‘would have been very inconvenient to
the persons accountable for the pay-
ment of estate duty. It would have
been equally difficult for Government
to find officers spread all over the
country who would have the same
opinion, belief or state of mind as the
Board. In the present Bill, therefore,
Controllers have been authorised to
levy estate duty, but the ultimate
responsibility of the Board in the
matter of assessments is emphasised
by a provision that appeals from the
orders of the Controllers would lie to
the Board. Now, so far as appeals to
courts are concerned, the provision re-
mains the same in respect of points
of law. As before, points of law can
be referred to the High Courts or to

the Supreme Court by the Central
Board of Revenue. But in respect of
valuation, the provision is slightly

different. Under the old Bill, a refer-
ence had to be made to the High
Court who would hold. or cause to be
held, an enquiry and record a finding
on the matters in issue Tt is now
provided that in matters of valuation,
the question need not be referred to
the High Court but should be refer-
red to certain qualified Valuers, a
panel of which would be nominated
by the Government. Provision has

Valuer by the assessee and one by the
Board and, in case of difference of
opinion, for arbitration by a third
Valuer. Now, it seems to us that this
s a satisfactory scheme for matters
of this kind which must be decided on
the basis of expert opinion. Now,
there are other provisions relating to
taking of evidence on oath, appear-
ance of representatives of accountable
persons, arrangements with States to
supply information, service of notices,
ete.

Sir, I shall not take any further
¥me of the House in going over the
details of the Bill, because we shall
have to discuss them. They will come
up in due course, but before I conclude,
I should ask the Council to consider this
Bill from the point of view of the
two objectives we have in view. First-
ly, it i1s a step in the direction of re-
ducing the existing inequalities in the
distribution of wealth. Our second
object is to raise some revenue for

distribution to the States and thus
assist them towards financing their
development schemes. While I can-

not claim that this Bill will achieve
these two objects to any significant
extent, I am satisfied that as a first
step this measure is both fair and ade-
quate. Sir, with these words I move.

Mr. CHAIRMAN: Motion moved:

“That the Bill to provide for the
levy and collection of an estate duty.
as passed by the House of the
People, be taken into consideration.”

SHRT B. C. GHOSE (West Bengal):
Sir, as the Finance Minister may be
aware, we, meaning the Praja Socialist
Party, are completely in agreement
with the objects of the Bill. We lend
our support to the Bill. Our quarrel,
if any, is with the pace of the Bill.

Surr K P. MADHAVAN NAIR
(Travancore-Cochin): Have you any
quarrel?

Surr B. C. GHOSE: Yes, I am stat-
ing them. We consider the measure...
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Kuwasa INAIT ULLAH (Bihar):
That is by habit. (Interruptions.)

SHrr C. D. DESHMUKH : If any, you
said, is if not?

Surr B. C. GHOSE: Yes, if any. I
am just specifying now. We consider
the Bill a timid measure and that it
does not go far enough. If bears upon
it the label, if I may say so, which is
characteristic of all other Government
measures—too late and too little. Whe-
ther the question at issue or the
problem is Andhra or cottage indus-
tries or unemployment or the estate
duty, it is always too late and too little.
The Finance Minister, I believe, stated
in the other House that it was a mile-
stone on the road to social demrocracy.
If it is, it is not a very notable one.
We might consider a progressive in-
come tax or a higher duty on luxuries
also a milestone on the road to social
democracy. There may be, of course,
difference in degrees, but I submit, Sir,
that they are not very significant.
The object of the Bill, as the Finance
Minister himself said, was twofold, first
to reduce existing inequalities and
secondly to make available to the
States resources for development.
I am glad that he himself re-
cognises that this Bill does not make
any significant move in that direction.

SuHr1 V. K. DHAGE: (Hyderabad):
Only in the second direction, Sir.

SHRI B. C. GHOSE: In neither one,
because, in so far as reducing inequali-
ties of income is concerned. 1 do not
believe that he can claim that it would,
{0 any very significant extent, by itself,
reduce existing inequalities. The ex-
periences of the other countries do not
substantiate that proposition. And
what would be the yield of the duty?
Of course, the Finance Minister has
not had any estimate, but his greatest
supporter, who has often been describ-
ed as a wet nurse or a godmother or a
godfather, has put in an estimate of
Rs. 10 to 12 crores. Even if we accept
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do not think that a yield of Rs. 10
crores is going far towards reducing
existing inequalities. So, let us not
delude ourselves by thinking that we
are having a very far-reaching measure
which will go a long way towards re-
ducing inequalities. And, as far as the
question of financing development ex-
penditure is concerned, the same ob-
servations apply more or less, because
the amount to be collected is not very
large; it cannot make any significant
contribution, although I readily admit
that however much may be collected,
or whatever amount may be collected,
will go certainly towards assisting that
objective. There is one point in this
connection to which I should like too
draw the attention of the Finance
Minister. The proceeds of the duty
will be available to the States. But it
does not necessarily follow that the
amount collected within any State will
go to that State’s exchequer, because
the principles of distribution will have
to be determined by Parliament. So,
it does not necessarily follow that
whatever will be collected from a State
will go towards augmenting the reve.
nues of that particular State. If it
were so, even then there would have
been one uncertainty so far as augmen-
tation of State revenues was concerned,
namely, that it was not a very depend-
able source or a certain source of in-
come. It depends on the exigencies of
nature, on death. So, even if it were
stated, that the revenues would be
available only to the particular States,
they could not have any definite idea
as to what would be the amount avail-
able year to year, on which they could
frame their budget in regard to this
duty. So then I do not think that the
States would take into account this
cuty while framing their budgets, even
if the whole of it were appropriated to
them, because the source is uncertain.
But if, as it should happen, the Parlia-
ment will decide on some principle
which will make available to all States
some certain funds—on  principles
which can be made universally appli-
cable, for example, if the distribution
is made on a population basis—then
wherever the revenue may accrue, all

that estimate at about Rs. 10 crores, I the States may share in that revenue.
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I should like to make one suggestion
here to the hon. the Finance Minister.
Tt has been suggested already that the
funds collected through this duty
should be utilised for development, and
particularly for capital development
purposes. Now I find that whatever
moneys is being allocated by the Cen-
ire to the States by way of loan, the
question of getting that money back
is rather difficult. The States have not
as yet provided any amortisation fund,
and there is a general impression that
the amounts which were taken by way
of loans from the Centre need not be
returned h

Surr V. K. DHAGE: That is what
the Deputy Finance Minister said.

Surr H. N. KUNZRU (Uttar Pra-
desh): The Home Minister also sug-
gested that.

Sur1 B. C. GHOSE: So, could I sug-
gest to the Finance Minister that the
proceeds of this duty which will be
available to the States might be ear-
morked for this purpose? I know that
the Finance Minister has no authority
because the revenue belongs to the
States But he might bring his in-
fluence to bear for earmarking the
proceeds of this duty towards the
amortisation fund, towards the pay-
ment of loans taken from the Central
Government, because in that case,
these funds will really be available to
the Finance Minister or to the Gov-
ernment for purposes of development.

Sir, a lot has been said in the other
House and also in the press about the
effects of this duty on capital forma-
tion. I should like to agree with the
Finance Minister that it will not have
any very adverse effect on capital for-
mation. These death duties have been
in existence in other countries and
they have not very much adversely
affected capital formation, If we ac-
cept a mixed economy, as we have
done here, the death duties appear to
be a very helpful source of income,
and this has been accepted by almost
all countries. 1 was reading only the
other day in the Economic Bulletin for
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Asia and the Far East for January-
June 1952 (No. 52) an observation
made to the following effect:

“Low taxes undistributed

profits...... ”

on

I amr not sure if the Finance Minister
has provided low taxes for undistribut~
ed profits in this country, but any-
way there it is said:

“Low taxes on undistributed pro-
fits, high taxes on distributed profits,
and high death duties are a combina-
tion which may reconcile the desire
for a mixed economy with distaste
for building up private fortunes.”

I believe that will be found acceptable
to the Finance Minister. But it is
really not this estate duty which may
act as a retarding influence on capital
formation I believe that experience of
other countries cannot be readily made
applicable to the position in this coun-
try. I feel, Sir, that capital formation
in this country will suffer, but not
because of the estate duty. It has
been suffering for various reasons. It
appears that the private sector is not
showing much initiative and enter~
prise. Its standpoint is that the general
climate in this country i.e. the laws
of the Government which have been
introduced, particularly the labour
laws and the labour poliry,—I am not
supporting what the big businessmen
say, but I am stating their case—
they say that that is not conductive to
undertaking any schemes of expansion.
Now, it is in that general climate that
this estate duty may also add some
retarding influence. But the conclu-
sion to be drawn from that is this, that
whatever the Government may think,
it would not be desirable on our part
to depend a lot on the private sector
for development The private sector,
for whatever reason—I do not support
the reasons that they adduce, but for
whatever reason it may be, the pri-
vate sector—is not showing much enter-
prise.

1 believe the Finance Minister also
recognised that fact, because, if I am
not mistaken, he said something to
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[Shri B. C. Ghose.]
that effect in the other House, wviz.
that he did not expect capital forma-
tion, as we progress, from the wealthy.
He has said:

“I do not expect capital forma-
tion, as we progress, from the
wealthy. I expect capital formation

which, in its essence, is saving from
the common man for the good of the
common man.”

I could not understand the significance
of the second sentence. I do not see
how the comrmon man can save too
much. T iake i that he can only save
when he has control of the means of
production. Those who will have con-
trol over the means of production will
also have the means of having savings
Therefore, I think it is necessary,
under the conditions as they exist in
this country today, that we should in-
crease schemes of socialisation. I do
not think that Government, under the
existing conditions, have any other
alternative but to take recourse to in-
creasing socialisation of our economy.
What should be the pace of that sociali-
sation, will be a matter of differ-
ence between the Finance Minister
and ourselves, but I do not think that
he will object to the general proposi-
tion I have stated. There may be a
difference of opinion only as regards
the pace.

AN Hon. MEMBER: What is your
pace?

SHRI B. C. GHOSE: My pace is that
firstly we must nationalise banking
and insurance because these are the
sources or avenues from which develop-
mental finance can be found. If these
are controlled by a Government which
means business, we can go ahead with
our schemes of development. At the
moment, we find that the private sector
has not lived up to the expectations
that we had of them, and that is why
probably we find that there is reces-
sion in our economy at a time when
there has been no recession in the
world outside, although it may be
coming later, and when it comes, 1
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will certainly aggravate the situation
in this country. Sir, these are some
of the general propositions that I
wanted to make.

Coming to the Bill itself, there are
only just a few points that I want to
make now, as unfortunately I shall not
be present here when the discussion
on the clauses takeg place. Now, the
most controversial issue has been with
regard to the appointment of an Appel-
late Tribunal. I am sure I shall not
be able to convince the Finance Minis-
ter, but there is no harm in trying, be-
cause if we fail, we should try again.
1 4o not think be is herd-hearied ol
would be amenable to reason.

SHr1 C D. DESHMUKH: Not hard-
headed.

SHR1 B. C. GHOSE: He conducted
himself with exemplary patience in
the other House which drew en-
comiums from all sections of the other
House and I am sure that the position
will be the same in this House also.

Pror. G. RANGA : Your compliment
has gone home.

Surr B. C. GHOSE: Now, the im-
portance of the Tribunal is in view
of the very large powers given to the
Controller The Finance Minister had
adduced various argumentg in support
of his proposition. I have gone
through them. It appears that he is
not convinced by the arguments of the
Opposition, and I am not convinced by
his arguments. He gave arguments
not only in favour of his proposition
but he also gave, if I remember cor-
rectly, the Opposition’s point of view
to his arguments. It might be argued,
he said, that because there was an
Appellate Tribunal, therefore the cases
have gone down. It might be argued
both ways. He said that in respect of
the cases taken to the administrative
authority for revision, the number of
cases which have succeeded had been
large, but the question is as to what
extent they have succeeded. If only
Rs. 2 or Rs 10 remission has been
given, that is also a successful appeal.
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The total number really is not very
significant in those cases. Under an-

other section of this Bill very large
powers have been given to the Con-
troller. Gifts must be bona fide gifts.
There is a lot of controversy over this
word ‘bona fide’, and I do not myself
understand the necessity for having
that word in section 9 and also under
section 10 “Gifts whenever made where
donor not entirely excluded.” The
value of the property will be what in
the Controller's view is the market
value of the property. I wunderstand
expert legal opinion is that whatever
the Controller considers to be the mar-
ket value cannot be contested in a
court of law. So, it would have been
advisable if a provision were made
for an Appellate Tiibunal ag was done
in the original Bill of 1946 or 1948.
One other reason for suggesting a
Tribunal was that it would help the
poorer sections of the people. That
argument has also been advanced be-
fore. It is not a new argument, be-
cause everybody knows that it s
easier for the rich to come to some sort
of arrangement, unfortunately, with
officers for a revision in their favour,
but the means is not available to the
common man [ am aware that the
Finance Minister had referred to this
question and had said that the problem
of honesty in the cadre was also caus-
ing him considerable worry and that
he hoped that there would not be any
cases of that nature. But I feel that
the position is not the same in this
country as, for example, in the UK.
with which he always equates us. The
experience of the two countries can-
not be equated, because if you take
the official cadres in the two countries,
you will realise that they are not the
same. So, considering the existing
circumstances in the country, the pro-
vision of an Appellate Tribunal would
have been more helpful so far as the
common man is concerned. So far as
the rich are concerned, even under the
existing system, they fare well. So it
is only on the ground of helping the
middle class men that this Appellate
Tribunal was asked for.

ProFr G. RANGA: He has agreed,
has not he?

[ 17 SEP. 1953 ]

|
;
*
|
|

Bill, 1953 2654_

Sur1 B. C. GHOSE: That is only in
respect of law but not in respect of
facts.

Suarr V. K. DHAGE: Both law and
fact.

SHr1 B. C. GHOSE: 1 am sure the
hon. Finance Minister will not accept
any of the suggestions in this House.
If he does, the other House will have
to be kept in session. Since the other
House will have been adjourned, there
cannot be any changes introduced here,
unless they are willing to have this
Bill passed in the next session. Buf I
am not suggesting that they must here
and now accept our amendments, be-
cause I feel that that is not possible.
But I would like the Finance Minister
to consider the suggestions that we
may put forward. If he is convinced
of the soundness of our arguments or
if he feels that the position he has
taken up so far should be reversed, he
might bring in amending measures in
the next session and give relief to the
common man Sir, as I said, I do not
want to go into details. We are whole-
heartedly behind the Finance Minister
in this Bill. Our only grievance is
that he has not gone far enough.

Kumart SHOILA BALA DAS
(Orissa): Mr. Chairman, Sir, the
unique character of the Bill inspires
me to speak a few words. Before I
begin, I wish to congratulate our Fin-
ance Minister on having piloted this
Bill so ably in the House of the People
and on having brought this Bill to this
House. Though this Bill has taken a
long time to travel to this House, still
I feel that it is beiter late than never
and the Finance Minister has earned
our thanks. Those who know our
Finance Minister, I am sure, will agree
and will appreciate the truth of my
saying that he is most zealous of his
exchequer. He is never satisfied un-
less he is satisfied that his exchequer
is full. Therefore his calculative brain
always finds out new sources, if I may
say so, a new avenue to collect revenue
for his exchequer. Look at the taxes
that we have to pay him—Income-tax,
Super-tax, Sales Tax, Excise tax and
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various other taxes too numerous to
enumerate. Not only that. We have
to satisfy him by paying taxes on our
«aily food. But one thing is in his
favour and that is that he is most
generous in exempting the Members of
Parliament from assessing any tax on
the speeches which we make on the
floor of this House and for this act of
generosity we are very thankful and
_grateful to him But, Sir, he is never
satisfled. He wants his exchequer to
be full. Therefore only the other day
de has taken a loan of Rs. 75 crores
but it has not satisfied him and now
he wants an Estate Duty. During qur
life-time we try to satisfy him by pay-
ing all sorts of taxes and now when
we die, he does not like that we should
.escape him.

Estate Duty

AN Hon. MEMBER: You must try
not to die

Kumar: SHOILA BALA DAS: He
does not wish that we should escape
him and therefore out of the life's hard
arnings that we accumulate, he wants
a share from our successor after our
«death, This imposition I call as Death
Duty. Whether living or dying we
must satisfy our Finance Minister.

Twe DEPUTY MINISTER ror FIN-
ANCE (Surr M. C. Suad): And get
«certificate for Heaven.

Kumarr SHOILA BALA DAS: But
Tor this we should not grudge to pay
him and for this reason, I whole-heart-
edly support this Bill

Now, Sir, he said that the principal
object of the Bill is two-fold, one of
which is to find funds for the develop-
ment of the country. I don't know
how far this objective will be reached.
Tt will be seen by the progress made
‘hereafter. The second objective 1s, as
he said, that he wants to bring down
the rich people to the level of the
middle-classes. Here also I find per-
haps he will be a little disappointed.
But he has no{ mentioned the third
objective which I find is—I may be
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mistaken—to do away with the joint
family system.

Now, Sir, though this Bill has taken
a long tinre to come to this House, yet
there were people such as landlords,
ex-Rulers, business magnates, and rich
people who knew that the Bill was
coming and I presume, Sir, that they
have taken good care to remove their
valuable movable properties in the
shape of hard cash, gold, jewellery and
other valuables to foreign countries,
and our Finance Minister will not be
able to tax them because they are be-
yond his reach and other people possibly
have taken their valuable properties
underground, and even the expert of
Government surveyor will not be able
to lay his hands on such properties
and our Finance Minister may be dis-
appointed in not getting the maximum
from the rich except on the immovable
property. As regards the levelling of
the various classes of people, you all
know that the rich will never come
down to the level of the middle class
people. They know and they are quite
expert at dodging and evading the law.
Therefore our Finance Minister will
not be able to do much with them but
the real hardship will be felt by the
middle class people and by the mem-
bers of the joint families

10 A

Sir, I have not gone through this
Bill as I should have done because this
Bill I got only yesterday and therefore
I will not go into its intricate points.
I will only make certain general ob-
servation. For the purpose of the
administration of this Act we find
there are authorities and the Finance
Minister mentioned that they were the
Controller of the Estate Duty and a
Board. Now I would like to say a
few words about this authority. You
all know that when a person dies, if
he leaves some valuable property and
when the Estate Duty is imposed by
the Controller of Estate Duty, there
may be hardship felt by the successor.
ffe mray not be satisfied with the assess-
ment wmade by the Coniroller. He
would like to have a rebate. There-
fore I find that in the Bill there is pro-
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‘vision saying that appeals can be
made to the Board. But, Sir, you all
know that the Board and the Controller
of Estate Duty formr the two links of
the same machinery and as such, the
necessary relief may be found very
difficult to obtain at the hands of the
Board. Then there is another thing,
that when a person is thus affected, he
~-can move the High Court or the
Supreme Court. But it is well known
that such courts will not ér may not
-entertain the questiong involving only
facts. They generally deal only with
questions of law and therefore here
also the necessary relief may not be
found by the successor. So whatl is
he to do? He must have confidence in
the authority and at the same time he
must have justice. Therefore may I
suggest that the formration of an in-
dependent body like the Tribunal of
the Income-tax Department which can
really function without let or hind-
rance and they will not be influenced
by any outside influence Therefore
if such a body is formed, I am sure
people will think that they are going
to have justice. It is nol sufficient
that justice has been done but, Sir, it
is essential that the person who has to
pay the taxes must be made to feel
that justice has been done and thir
<an only be provided by an indepen-
dent body like the Tribunal.

Now, I wish to say a few words
about the valuers. 1 find the valuer
will be an independent person. So far
so good. The valuers will be needed
for the purpose of valuing the immov-
able property only. Without valuing
the immovable property, the Estate
duty cannot be levied. May I make a
suggest.on here that instead of a
~waluer, if you take the market value
of such immovable property situatza
within a municipality or Corporation
or Local Board and fix at 10 times, or
15 times or even 20 times the latest
value of such property as fixed by the
Municipality, Corporation or Local
Board—if this method is adopted, there
will be no necessity to have a valuer,
and besides, if you have a valuer h's
«opinions will always be subject to dis-
pute in the law courts.

83 C.S.D.
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Therefore, I submit that if this
measure is adopted then much unneces-
sary lit.gation, waste of time and
money on both sides, and nepotism,
corruption and bribery could be elimi-
nated

It further strikes me that if a
valuer values the property at a cer-
tain value and if the person who is
responsible for paying the duty fails
to pay it, ¥hen it becomes necessary
that the property should be sold.
But as you know, Sir, when a pro- °
perty is sold, you can never get the
value put upon it by the valuer, by
selling the property. Here, I may
give you a concrete case in which I
was personally interested. A pro-
perty worth Rs. 5 to Rs. 6 lakhs had
to be auctioned. It became neces-
sary that that property should be
sold in order to pay the dues. This
property was valued at about Rs. 5
lakhs by the Government. But when
it was auctioned, you would be sur-
prised to hear that it fetched only
Rs. 50,0000 Why? Simply because
there was no person to bid more,
there was no money to buy this pro-
perty. Therefore you must remem-
ber this common feature that the
value of a property rises and falls ac-
cording to the circumstances prevail-
ing at the time and the circumstances
of the seller and the buyer. And in
this case, when the property has to be
sold for realising the estate duty,
naturally the value of the property
will go down. The owner will never
~et the price fixed by the valuer.
Therefore, it is better that when Gov-
ernment wants the estate duty to be
realised on the property, the Govern-
ment themselves should buy the pro-
perty and pay the estate duty which
they charge on it and pay the balance
to the owner of the property.

Next I wou‘j‘ like to sav on= or two
words about gifts. Clauses 8, 9 and 10
of the Bill deal with gifts and there
are two kinds of gifts for which
time-limit has been prescribed. T
would like to say that on gifts for
charity, there should be no time limit
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and no estate duty should be levied
on such gifts.

Sert RAJAGOPAL NAIDU (Mad-
ras): Yes, if they are bona-fide gifts.

Kumarr SHOILA BALA DAS:
We all know, Sir, in our country
many people on their death-bed give
away large sums of money as gifts,
for the improvement of the village,
for creating endowments, for the estab-
Jishment of colleges and schools,
hospitals, Dharmsalas and so on, and
if an estate duty is extracted on the
charity of his predecessor, it will
create hardship for the successor.
Government realises that it is its pri-
mary duty to establish colleges,
schools, hospitals and other such ins-
titutions. So when a private indivi-
dual makes a gift for the above-
mentioned charitable purposes, the
Government should welcome the
move in that direction and should
not levy any taxes on such a charity,
simply because the man died before
six months were over. Therefore, I
again leave it for the consideration of
+the hon. Finance Minister whether it
is desirable that he should levy any
tax on a charity of this nature and 1
also suggest that there should be no
time-limit for them.

In the case of relatives. I find that
if any person dies before 2 years then
he need not pay any estate duty. But
as we all know, men are very fond
of their money and, therefore, during
their life time they do not wish to
part with the money. They want to
give a large share of it to their rela-
tives and they do it in their will. But
they do not know when they will die
and so they do not do it early enough.
Therefore I put it to the hon. Minister
that the time-limit should be curtail-
ed and instead of 2 years, the period
should be fixed as one year. I do not
know whether he is going to accept
my proposal, but all the same, I would
like to say what I feel about it.

Then 1 find that residential houses
are included for the determination of
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estate duty and this, I feel, is not
fair. I feel that the residential houses
should be absolutely excluded for the
purpose of computation of the estate:
duty.

Kuwasa INAIT ULLAH: Up to-
Rs. 1 lakh it is excluded.

Surt M. C. SHAH: The exemptiom
limit is Rs. 1 lakh, including residen—

tial houseg.
|

Kumart SHOILA BALA DAS:
You know many middle-class people
build their house for the purpose of’
living and when they die—I refer to-
middle-class people—they hardly leave
any cash or anything for the succes--
sors and many people find it difficuit
to live in the big house and they
generally let it out, certain rooms at.
least, to pay the municipal taxes and!
also in order to maintain the family..
The hon. Finance Minister wants to
extract the estate duty on residentiall
houses above the valuation of Rs. I
lakh, because he has given the ex-
emption limit as Rs. 1 lakh, not for-
residential houses, but for all. There~
fore, if the value of the house is above-
Rs. 1 lakh and the person has no-
money to pay the duty, then what will
happen? The House must be sold or-
be mortgaged to pay the estate duty..
But what will happen to the family?
They will be rendered homeless and’
be stranded on the road. Is it the in-
tention of the hon. Finance Minister-
that these middie-class families should'
thus be stranded on the road? I am:
sure that is not his intention. There-
fore, I am putting it before him and
I am suggesting that residential houses.
should be exempted from this tax.
But at the same time, Sir, I feel it
will not be fair for him and for me-
to ask him to exclude all residential!
houses, because residential houseg are
of different values. So I would like
to propose that residential houses up-
to the value of Rs. I lakh should be
exempted so that people who have got
no money, but have their residential
house can let out some of the rooms:
and also live in the house.
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There are also, I find ceitain minor
exemptions given I was especially
pleased to find that the Finance
Minister has fixed an exemption limit
of Rs 50000 for joint Hindu families
and for others he has ramised 1t to
Rs 1 lakh

That i1s a great change that 1 see
Then, there are certain exemptions
and I do not like to talk about all
excepting about the burial The
Christians, as you know, bury their
dead, and for that purpose, Sir, a plot
of land 1s required where the body can
be interred In towns, the price of land
has gone up very high and to get a
plot of land you have fo pay very
high prices The place where you
bury your dead must be a pucca grave
and that also costs money After a
year, you may want to have 1t pro-
perly made by putting marble slabs
all round or putting mosalc work and
a cupola or some small monument
Ail these cost much Therefore 1 leave
1t for the consideration of the Finance
Minister as to whether he could pos-
sibly increase the burial expenditure
at least by a thousand rupees more

Then, Sir, 1n clause 55, I find that
all persons having property shall de-
Jiver an account to the Controller of
all his movable and immovable pio-
perty in respect of which Estate Duty
is payable within six months Sir, I
think this requires a little change
because many 1lliterate persons who
are required to pay the duty will be
unnecessarily harassed and penalised
by the Controlles and there will be
no end of explanation 1n law courts
simply because of the 1gnorance of
the people about the rules of the
estate duty Therefore, Sir, instead of
the people being asked to give an
account let the duty be cast on the
Controller to issue notces fo
such persons who have pro-
perty and who are liable to
pay estate duty the information
about which, Sir, should be provided
to the Controller by the Officers of
the Thana or by the wvillage officers
In these offices, theie 1s a register
and, not ounlv that, Sir, these officers
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in the wvillages know all about the
people who are under their jurisdic-
tion Therefore, Sir, 1t 1s much better
to cast the entire duty on the Con-
troller

I find that the time given for filing
the return 1s six months S I would
like that to be curtailed, let 1t be only
sixty days If you give a long peilod
Sir, then many of the movable pro-
peity may go underground There-
foie 1t 1s better that the time 1s cur-
tailed to sixty days

I have only one or two words I find
that the penalty clause 1s very hight
If the Finance Minister wishes to
have the full revenue extracted from
the rich people, then Sir, I would
ask him to make the penalty clause

heavy and more effective What 15 a
thousand rupees as double duty to
the rich people®” It 1s a mere drop

1 the ocean If the penalty clause s
such that if anv person makes a false
declaration or gives false accounts he
would foifert half of his property, you
will find, Sn, that there would be no
such false accounts Here I would
quote a case Sir In Ornssa, there
was a ruling chief He was most con-
servative and orthodox, he would
have nothing of British ways mn his
State but he was a hard taskmaster
and 1t was a 1ule of his State that
any person plucking a green mango
o1 ripe mango from a tiee would be
jalled not only for that mrango season
but for another mango season and he
must undergo rigorous impilsonment
You majy say that 1t 1s very hard
punishment but look at the effect 1t
had A fiiend of his asked him why
was so hard on his tenants The
answer was, look here, I have got 16 to
15 thousand mango trees in my State
They do not bring any revenue to
my State and if I have to keep
watchers to watch these mango trees
1t would cost me much You know
the mango 1s the most delicious and
nutritious fruit and helps the tenants
to keep their bodies quite fit But,
if these are plucked when they are quite
green, ‘then my tenants,” he said
are prevented from getting nourish-
ing food Therefore, I made this rule
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T have told my tenants that they tan
take away all mangoes which are
falling from the trees”. You would be
surprised that even a merchant from
the town used to come, collect the
“mangoes falling and then sell them in
the market and he was not charged
any duty. But, the Ruling Chief was
very strong on this point that if any-
one plucks a green mango, he would
be jailed. The Chief told his friend
“Do you know how many I have jail-
ed within the last ten years? Only
two persons because the punishment
is severe; it naturally prevents peo-
ple from doing the same thing again”.
Therefore, Sir I say that i our
Finance Minister wants to collect the
revenue, he should be very strict; he
should increase the punishment by
putting it in the Bill that if any
person makes a false declaration or
false affidav.t, he will forfeit half or
his property; if he does that, he would
find, Sir, that there would be a check.
If you don't, and if you do as it is in
the Bill, it may be just like black
market and you will have another
set of people enriching themselves.

There is one more thing, Sir, which
strikes me. It strikes me, in the
nature of things, that when a return
is to be given, you will find that much
valuable property will not be account-
ed for and, to that extent, therefore,
the Government would lose its
revenue. May 1 ask the Finance
Minister whether he would not make
a law that all persons having assets
over a sum of Rs. 75,000 or one lakh
of rupees should file a wealth state-
ment during his life time and any ap-
preciation or depreciation, addition
or subtraction from this property
should be made known to the Con-
troller from year to year so that the
Controller may find it easy to get the
Tevenue collected?

I will not take much of your time.
You have been very patient and you
have given me a patient hearing. I
leave all the intricate points for my
colleagues who are, I am sure, very
capable and they will be able to deal
with them more ably than I could do.
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SHrr C. G. K. REDDY (Mysore):
No, no.

Kunmart SHOILA BALA  DAS:

But, Sir, before I sit down, I wish to
say once again that I support this Bill
wholeheartedly and I wish that our
Finance Minister will be able to have
a free passage for this Bill in this
House.

With these words, Sir, I sit down
and I thank you for the opportunity.

SHrr S. N. MAZUMDAR (West
Bengal): Mr. Chairman, I agree with
my hon. friend, Mr. Ghose, that the
Bill is too late and too little.

[MR. DEpUTY CHAIRMAN in the Chair.J

This Bill is long overdue in our
couniry and that is admitted by all
sections, even by those who are going
to be most affected by it. The hon.
the Finance Minister, in his opening
speech, has given the history of this
measure in this country and those
who are going to be most affected by
it have also prepared themselves for
it.

Sir, I shall mention before the
House a comment that appeared in the
‘Commerce’ in April last which will
show how they had prepared for it.
The ‘Commerce’ is supposed to be the
spokesman of British capital in India.
On learning that the consideration of
the Bill has been postponed the com-
mentator wrote in the Commrerce, “I
do not know if the short respite offer-
ed to the moneyed classes and the
business community is to be welcom-
ed even by those who are most direc-
tly affected by it. Sometimes the
prolonged suspense of a standing
menace is more unnerving and more
painful than the sharp edge of the
guillotine descending in one clean,
swift stroke and putting an end to
the agony” That means that they
were fully prepared for it. Sir, in this
connection it will he interesting to
mention if we take the reactions of
the ‘Commerce’ in a chronolog.cal
manner from April upto now how it
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has reacted and how it has tried on
occasions to coax and cajole the Fin-
ance Minister and how on apother
©occasion it raised its voice against his
proposed measure. When it learnt
that the Bill was suddenly going to be
introduced in the House of the People
last session, then it poured heaps of
praise on the hon. the Finance Minis-
ter that it was he who had stayed this
Bill so long, who has exerted his in-
fluence on the side of moderation on
all these things. But later on when in
this session the debate started and
when the hon. the Finance Minister
countered the argument that this
measure was going to obstruct capital
formation, then the Commentator of
the ‘Commerce’ was a bit angry with
my hon. friend but then again when
the rates of duty were published they
were very satisfied. However, Sir, I
do not like to dilate upon it.

Estate Duty

Sir, the opponents of this Bill—
though now there are no opponents
who try to oppose it frontally—tried
to depict this measure as a socialist
measure and some enthusiastic sup-
porters of this Bill in the other place
alse tried to depict this as a socialist
measure. Also my hon. friend in his
opening speech, though he did not
characterise this as a socialist measure,
said that it is a step in the direction
of removing inequality in the distri-
bution of wealth. Sir, I deny that
because it is nothing of the sort. The
countries where this estate duty has
been in operation and particularly the
country whose example has been
largely drawn upon by the drafters of
this Bill are capitalist and Imperialist
countries, there extreme inequalities
in the distribution of wealth continue
even after nearly a century of the
imposition of the estate duty. It is in
fact a capitalist measure and so far
as my understanding of the Estate
Duty Bill in the United Kingdom is
concerned. its sharp edge was directed
mainly against the feudal form of pro-
perty. Still I do not quarrel because
it is a capitalist measure. In spite of
its being too little, in spite of its being
a hasty and halting measure, in spite
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of its limitations, in our country 1
would say that it is a progressive
measure. So from that point of view
I offer my support to this Bill. Of
course I am going to critic.se my hon.
friend for not going far. I shall ex-
plain this later on. In our country
the economry is a semi-capitalist and
semi-feudal economy with preponder-
ance on the feudal side still continu-
ing. It is necessary to put some curb
on that property It has been argued
by the opponents of this Bill that this
is going to affect capital formation but
that has been answered by my hon.
friend the Finance Minister and it is
also a fact that in our country where
even now wealth is being hoarded and
made immobile, being hoarded in
jewellery, precious stones, gold and
other such things, the obstacle in the
way of capital formation is the exis-
tence of this system which allows
wealth to be hoarded in a manner
which is not beneficial to the economy
of the country. Secondly it is a fact
and it has heen admitted by all sec-
tions that capital in our country most-
ly comes from the savings of the
middle-class people and it is a fact
that this Bill is not going to hit the
middle-class people severely. In that
case we would have opposed it because
we want that the middle class people
should not be hit severely. Though we
criticise this Bill as going too little
still by that we do not mean that
inequality in the distribution of wealth
should be done away with overnight
or that all property-holders should be
wiped out. It is well-known that as
for ourselves we stand for the confisca-
tion of feudal property and the con-
fiscation of foreign capital. Now I
am not going to bring that contro-
versy here and it is not necessary in
this context. What we want is that
this measure should be directed main-
ly against those two forms of property.
They should be made to bear the bur-
den of this duty and so that will not
obstruct capital formration in any way
but it will rather help the process of
capital formation in this country by
dragging out that hoarded wealth, by
dragging out the wealth that is lying-
immobile in the hands of the people.
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Most of the people made their property
by exploiting and looting the poor
pedple for generations. If my hon
friénd the Finance Minister comes for-
ward boldly and in a determined man-
ner to seeing that the foreign con-
cerns which are operating in India did
not evade the payment of this estate
duty, to a large extent then also 1t
will help the formation of capital. It
will help our national economy. It is
well-known that these foreign concerns
have exploited this country for 3o
long that they should be subjected to
confiscation of their capital but that
is not within the scope of this Bill.
The intention of this Bill should be to
sce that they are made to contribute
towards the rehabilitation of the econo-
my in the country which was ruined
by them. They should be made to
contribute towards the reconstruction
of our national economy. Sir, my hon.
friend in his opening speech said that
he was not going to exempt the pro-
perties of feudal landlords. princes,
ex-rulers, the Rajpramukhs or the
foreign capitalists from the operation
of this Bill. It does not provide for
exemption. It is very true but still
I have very great apprehensions that
the brunt of this Bill will not be borne
by them. They will find ways of
evasion in many respects. Sir, apart
from the question that the Govern-
ment has consistently shown softness
towards the vested interests there are
other reasons for this apprehension.
Firstly, Sir, in spite of our repeated
demrands we have not yet been able
to secure any information as regards
the details of the agreements which
were entered into by the Government
of India with the Rajpramukhs, the
ex-Princes and ex-Rulers, So I do
not know what are exactly the loop-
holes through which these people are
going to evade the payment of this
duty.

Then the foreign capitalists also
have immense wealth, There is a
provision to provide them relief from
double taxation. This question has
been discussed on the floor of this
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House on a previous occasion also.
Many foreign concerns which have
most of their assets in India are in-
corporated in England. They may
take advantage of this fact to evade
payment of this duty fully or to a
great extent. We have no full statis-
tical informration as regards the assets
and the working of these companies.
We have no complete statistical in-
formation as regards the managing
agencies, their control over the con-
cerns, their actual assets and so on.
So, Sir, they may try to evade these
things and this apprehension of mine
has been strengthened by the state-
ment made by my hon. {friend the
Finance Minister in the other place.

Bill, 1933

The language of this Bill is very
difficult. It is for the lawyers to
thrash out the language of this Bill.
1t has been admitted by my friend
that this language has been made diffi-
cult because it is going to deal with
Jawyers. So it is vg%' difficult for me
to find out the loopholes and point
them out to him. But I take my cue
from the fact that my hon. friend in
the other place has said that so far he
also understands that the operation of
this measure will be mainly on the
small estates. If I am not correct I
stand for correction. So far as I am
informed my hon. friend has said that
the big estates have many ways of
evasion. So it will be the small estates
mainly that will come under the opera-
tion of this Estate Duty Bill That is
what I apprehend and that is what I
do not like and that is what I oppose.
In the U.K,, after a long history of this
Estate Duty Bill still there are many
ways of evasion and lawyers here
also, I think, have already’béen con-
sulted by people who want to evade
to instruct them in the ways of evasion
of this measure.

So, that apprehension of mine that
these people will try to avoid the pay-
ment of the estate duty is very well-

founded. I shall wait to hear what
reply my hon. friend the Finance
Minister offers.

Then, Sir, there are some other

points which I would like to mrention
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now though, I think thev will come

Jater on when we discuss the Bill
«clause by clause There are some
clauses which, I think, leave loop-

holes for evasion Next, the time hmit
provided for charitable gifts—it 1s six
months and in the case of other gifts
it 15 two years—I think Sir that in-
stead of two years, that should be made
five years It has been argued 1n
many quarters—it may be argued 1n
this House also—that in our country
charitable institutions have done a
great deal towards the development
of our public institutions To some
+extent that 1s true But the fact re-
mains that the development mrade by
charitable institutiong 1s velry insigni-
ficant compared to what should be
done Secondly, when we are going to
have a planned economy and when 1t
is recognised by the Congress Party
and the Constitution that the poor
people should be given some measure
«of social security and welfare then
the development of public institutions
to look after these measures should
not be left to private individuals If
one 1s prepared to pay fo: charitable
institutions what difference does 1t
make regarding the period?

Then Sir, 1t 1s a fact that chanty
‘has been used as an excuse to avoid
the provisions of the Estate Duty Bill
in other countries Here also charity
has been utilised 1n many ways which
actually defeated the purpose for
which 1t 1s said to have been given
There are examples of 1ncome-tax
dodgers 1n the country and the Gov-
ernment 1s very soft with them So
here also, the question of dodgers will
come

Another point I wish to make, for
the time being 1s on the question of
heirlooms, I have not yet been able
-to go through the clauses as minutely
as I would like to do, as I have al-
ready stated, there 1s the difficulty of
the legal language employed i1n the
‘Bill, still I have some apprehension
that the provision of exemption of
heirlooms may give a handle to the
rulers, ex-rulers, princes, the feudal
lords and ofthei big people to evade
~the operation of this Act.
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Then, Sir, before I conclude I shah
say that as regards the principle I do
not want the operation of this measure
to hit the middie-classes severely, and
I think the middle-classes are not go-
mg to be hit severely Lastly, in the
United Kingdom, when this measure
was 1ntroduced the proceeds of estate
duty weie ear-marked for a particular
purpose So far as my information
goes 1t was ear-marked for the pur-
pose of old-age pensions My hon.
friend Mr Ghose has, offered a sug-
gestion as regards the purpose for
which 1t should be earmaiked I do
not agree with him there with regara
to the purpose but I agree that the

proceeds should be earmarked for
some purpose as unemployment in-
surance or old-age pensions The man-

ner in which we would like the Bilt
10 be modified so that 1its operation
can be effective on hig feudal property
and large vested jnterests we shall
try to suggest in the course of further
discussion and I conclude by saying
that 1f my hon friend should go for-
ward completely and see that this
principle which 1s enunciated by me
1s put into practice, then, I whole-
heartedly support this Bill

Dr RADHA XKUMUD MOOKERJI
(Nominated) Su, I feel as 1f we are
called upon to take part in a funeral
function, and the sense of death over-
whelms the zest for life At the out-
set, I mrust however, offer my congratu-
lations to the hon Finance Minister on
the very able manner in which he has
been able to pilot a most difficult and
complex piece of legislation He s
also to be congratulated on the degree
of fair-mindedness and the sense of
sweet 1ieasonableness which has
prompted him to accept so many
amendments—as many as fifty in num-
ber 1n the other House—by way of
liberalising this measure of great pub-
lic importance I will only hope that
this Council will have some share of
his generosity and that he mav be
able to accept some of our suggestions
n addition to the number of amend-
ments he has accepted in another
place Of course, I do not know how
he can constitutionally give effect to
or accept any of our suggestions, it



2671

[Dr. Dadha Kumud Mookerji.]

the constitutional piactice of the day
is to assume that one House has all
the monopoly of political wisdom and
the other House here is only to ad-
vise, I do not fee] called upon to com-
ment{ on the many provisions of the
Bill because on the whole it has come
to us in a very very satisfactory fcrm
from the public point of view. I have
only, therefore, a few points, which
I should like the Finance Minister t¢
consider.

Estate Duty

My first point is that as regards the
exemption limit, I feel that instead of
allowing full scope to guess-work or
speculation about this from time to
time, there is already in the hands of
Government some kind of principle
which has been adopted in the case of
ordinary income-tax. There, the exist-
ing law is to exempt a net annua:
mcome of Rs. 4.200 from income-tax.
So, I think—although I am not hold-
ing any brief for the propertied
classes—that there is a sort of princi-
ple, a mathematical formula which

does not lend itself to any kind of
personal, subjective speculation. I
wish to point-out that if you are

allow:ng the limit of Rz 4,200 in the
case of income-tax in one sphere, why
not capitalise the value of that income
and calculate what should be the
exemption limit in the sphere of estate
duty? I have nmrade my calculation
‘that supposing that capitalised value
is not gilt-edged security, we provi-
sionally fix a figure of Rs. 1,50,000,
which will yield a net annual income-
tax of Rs. 4,200.

So I say that if we go on the basis
of this kind of a calculus, we shall he
free from the operation of the 3ub-
jective factor which has enabled Mem-
bers to make wide suggestions rang-
ing from Rs. 25,000 to a lakh. There
is no principle involved in the deter.

mination of that figure. This is a
very important point on which the
whole legislation hinges. So 1 say

there won’t be any complaint if for
the sake of consistency the same
principle by which the exemption limit
1as been fixed in one sphere can be
extended to the other sphere also.
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Ag regards some other details of the:*
Bill, I feel that there are certain minor"
points which may be considered in this
connection. My first point is that
ihere is provision for the marriage es-
penses of dependent unmarried
daughters. I should like to add tu
th.s exemption the provision of educa-
iional expenses of minor children also,
so that education may be considered
as important as marriage in the case
of a minor

My second point is this. Perhaps it.
may be better from the public point
of view and it would relieve the lis-
tress of many poor people if their
ancestral hesidential buildings are wot
counted for purposes of this duty. I
anr simply offering these suggestions
as they occur to me.

The next point is about valuation.
It 1s a very vexed problem on which-
op.nions run high. I do not know
whether we can take up the positimn.
that Government may be taking the
right decision in regard to valuation.
If any valuation is arbitrarily fixed,
tben perhaps the assessee may he
given the option to surrender that
property thus valued to Government
as under-valued. I understand pay--
ment in kind is allowed in UK. I am.

not sure of that; I am speaking sul-
ject

to correction. But I think
in all fairness and justice,
the question of valuation is a.

very important point from the point
of view of the assessee and so on this
point the Government should act in:
a mranner that is absolutely above
board. As one of the preceding speak<
ers has stated, no fresh valuation of
immovable property need be made:
where there is already a system of
municipal valuation

My next point will be about the:
tribunal on which so many otner.
speakers have made their own re~

marks. I think the tribunal sheuld he:
an independent body as under the
Income Tax Administration. Similog--
1y there mray be an independent boad.
of Valuers also, to be: presided over.
by a Chairman who may be appointed
by the Government. I find that most
of the other points have already veen
provided for by suitable amendments-
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and so I have hardly anything more
to suggest except that I have to say
something about the objective which
the Finance Mnister had in view, he
said, 1n bringing forward this measuie

The object.ve 1s equality of wealth
I should like on this point to say to
my Communist friends with all respect
that already India has become a class-
Jess society of have-nots and all of
us are reduced to equality in poverty
India 1s notorious for 1ts colossai
poverty——a land where out of a popula-
tion of about 36 crores only about 7
lakhs are taxable and as iegards the
super-tax people against whom oy
friends have always a spec.al grudge,
I think they may take pity on them
because they number only about 14,000
in a country of 36 crores of people so
that we are already reduced to equali-
ty. I think a more patriotic duty at
the present time will be for a man to
get as rich as possible if he can in-
stead of limiting the formation of
capital or wealth,

W.th these few remarks I hope that
the Finance Minister will be able to
show some indulgence in respect of
the suggestions which are mrade oy
the Members of this House.

SHr1 T R DEOGIRIKAR (Bombay).
Mr. Deputy Chairman, Sir, the Es-
tate Duty Bill, as 1t has emerged from
the House of the People, 15 free fiom
many of the objectionable features
that were attributed to it. I welcome
the Bill and congratulate the Finance
Minister for his ability and his reason-
ableness

I am however sorry that there are
limited number of estates that will be
subjected to this duty. The Finance
Minister will therefore not reap a big
harvest from this duty. Our country,
as we know, is very poor. We have
neither the accumulated wealtn, nor
are we Industrially progressive. The
conception of Western capitalism was
never in our blood. It was imported

into this country along with their rule.

If, however, the Government wants to
levy estate duty or impose other taxes
for the purpose of speeding up pro-
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duction or for the purpose of removing
mmequalhties o1 for the purpose of open-
.ng up new avenues for employment
1 think people will not seriously object
to 1t Their only concern 1s that
whatever revenue 's realised should
be properly utilised. I am, however,
afraid that this assessment of duty
will give ample scope for corruption
to authonities and fo1 concealment of
movable properties to those who are
likely to be subjected to it. The more
complex our legislations are, the more
loopholes there will be for dodging
them It 1s after all the man and his
morals and not sections, articles,
clauses and sub-clauses that wult
bring about our emancipation, he it
political, social o1 economic Sir, I
do not think that this estate duty will
bring about economic equality or will
remove to a degree our economic in-
equality. Hyperboles enrich rhetoric
or literature; but they are dangerous
in  matters of fact. They should
theiefore be avoided. I was really
glad to hear the Finance Mimster who
has spoken with moderation on this
pomnt. If we go on speaking in exag-
gerated terms, people lose faith in
the Government and the Government
1s brought into troubles Let us there-
fore avoid 1t.

I am going to ask one or two ques-
tions to the Finance Minister for my
clarification. May I ask whether he
can give us some idea as regards the
total property that will be subjected
to duty? I know it is very difficult to
work out the figure. Then there is
another question. Apart from the in-
format.on given to us on page 56 of
the Planning Commuission’s Report, we
have no idea as to what actual reve-
nue or 1ncome will be collected 'by the
Government from this item. And
thirdly, can we get an idea as to the
average span of lhife of those that will

be subjected to this duty? I do no:
know whether these details were
necessary for bringing 1in such a

measure If 1s just possible that the
States which are heirg to th.s duty
will work them out at a later stage.
But I must admit that we are passing
this Bill without getting a complete-
picture of the whole thing. As ] said,
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on page 56 of the Planning Commis-
.sion’s Report it has been stated that
the revenue available to States from
this source will be Rs. 213 crores.
Presumably these Rs. 213 crores were
.expected to be realised during the
last three years of the Plan. That
means the annual income from this
estate duty will be about Rs. 7 crores.
.Since the estimate was made in con-
sultation with the States, Government
must have taken all relevant {factors
into consideration. The only factor
that was not taken into consideration
.at the time of making these estimates
was clause 70 (2). That clause was
.added to the Bill by the Select Com-
.mittee. It proposes to recover the
duty on immovable property in eigh*
-equal yearly instalments or sixteen
equal half-yearly instalments with in-
terest at the rate of four per cent.
‘This amendment will reduce the esti-
mated revenue to Rs. 1 crore for the
first year and Rs. 2 crores for the
.second year. That means, instead of
the States getting Rs. 21'3 crores dur-
ing the Plan period, they will get only
Rs. 3 crores. At the end of the seventh
_year, the Government will be getting
Rs. 8 crores, but for the first seven
Yyears they will get Rs. 1 crore, Rs. 2
crores, Rs. 3 crores and so on. This
-estimated annual income will still be
_reduced as the exemption limit is rais-
.ed from Rs. 75,000 to Rs. 1 lakh. It
-will not be possible to get correct esti-
mates Our estimates for State plan-
ning are already short by Rs. 48 crores
and if we add Rs. 18 crores to that
figure, the total shortage will be Rs.
66 crores. I do not know how the
Government is going to meet that
deficit, and if they cannot, then their
planning programme will suffer, with
the result that our production and our
employment will be reduced.

11 a.mM.

Sir, I want the Government to take
into consideration another difficulty,
with a view to give justice to the
persons concerned. I will, illustrate
my difficulty. Supposing, a certain
person built his house immediately
before the Second World War. it cost
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him Rs. 1 lakh. Let us suppose that
that person dies atter 1953 or after .
1954. The valuation of his property,
according to this Bill, is to be made
for recovering the estate duty at the
market price. The market price has
gone to Rs. 2 lakhs. His heir, a non-
Mitakshara, will have to pay a duty
of Rs. 8,750. Now, look at the rental.
A person who has invested Rs. 1 lakh
gets 6 per cent. on the value of his
property. That means, his annual
rental is Rs. 6,000, Then came the
war, and the Rent Control Act came
into opevation. His income remained

the same. The cost of living went cn
increasing. It rose to 300 or 400 per
cent. That means about Rs. 60.000

were lost during the last ten years.
He has paid that much amount in-
directly to the occupant of his house.
I am not at all sorry for whatever has
happened. But I cannot understard
why the value of his property should
be worth Rs 1 lakh according to the

Rent Control Act. and Rs. 2 lakhs
according to the Estate Duty Act. My
suggestion, therefore, is that so long

as the Rent Control Act is there in
force, the value of the household pro-
perty should be calculated on the basis
of rental. It should be sixteen timres
that of the rental. I do not suggest
that the Rent Control Act should go,
but so long as it continues, the valua-
tion of the estate duty should be on
the basis of rental. The same rula
should apply with regard to the valua-
tion of the agricultural property. I
know this cannot be inserted in the
Act. But if the Government is con-
vinced, they can give these directions
or directives to the valuers concerned.
But I personally think that there is
a conflict between the Rent Control
Act and the Estate Duty Bill, and
that conflict should be avoided. I do
not hold any brief for the household-
ers, yet I feel that some injustice is
likely to be done to them and that in-
justice shopld be removed. Sir, this
new item of legislation is going to
affect—I do not know to what extent—
the theory of trusteeship as propound-
ed by Mahatma Gandhi.

We are seeing that people are
donating lakhs and lakhs of acres of
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land for the Bhoodan  Yagna Let
us not think that human feehings or
psychological changes will not come
about and the Estate Duty Bill will
have ng effect on them and that this
duty will curtail the source of charity.
‘Thirdly, this measure will also affect
the joint Hindu famuly But 1 am
not sorry at all for this, because we
have all become 1mpatient for removing
the distress of the people, and 1
Government adopts more radical
measures, we will not oppose them.
Unfortunately, as I said, the estate
duty 1s not going to give us very
large sums India has become jusi
hike an old cow, which can neither
give birth to a calf nor give any milk.
Let us extract milk with great caution
and care We are not industrially
advanced, nor, as I have said, have
we any accumulated wealth. On the
other hand, there 1s an insistent de-
mand from the people for employ-
ment. People want work and bread,
or bread It 1s their mght to demand
work and it is the duty of the Govern-
ment to provide them with woik
Sunce Government 1s tightening up
all sources of income, they must not
forget that their responsibility for
giving work to the people rests upon
them After passing the Estate Duty
Bill, the Government will really be
on their trial People have accepted
whatever legislation they have put
forward, and it 1s now for them 1o
rise to the occasion and fulfil the
wishes of the people It 1s a great
problem and should be boldly faced
Sir, I support the Bill

{

Surr KISHEN CHAND (Hydera-
bad): Mr Deputy Chairman, I have
carefully listened to the speech ot
hon. Finance Minister in introducing
the Estate Duty Bill At the outset
I might say that I welcome the Estate
Duty Bill 1n its idea and in its cou-
ception, but, as has been pointed out
by other speakers also, it is a halting
measure. The hon, Finance Minister
has traced the history of this Bill as
far back as 1925 and said that 1t could
not be brought 1in, on account of
«certain inheritance laws of our society.
He also said that this Bill follows
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mostly a similar enactment in the
U K but our economic conditions ana
our economic problems at the present
moment are quite different from those
of the U. K Our economic structure
and our economic strength is much
below that of the U K and on this
ground alone, 1f on no other, I would
submit to the hon. Minister to recon-
sider this Bill and to revise 1it, to
bring 1t into greater contormity witn
the conditions in our country, instead
of blindly following the precedent of
the U. K.

SHRt RAJAGOPAL NAIDU.
a happy mixture.

It 1s

SHr1 KISHEN CHAND. I will cume
to that point immediately, The
Finance Minuster has ended his speech
by giving the objects and reasons of
this Bill. He has given two main
objects. The first object 1s to make
this a tax-collecting source to be
ut.lised as current revenue I submut
that as a source of revenue, the
amounts stated by the Finance Mims-
ter are too small It 1s not going to
bring in large enough revenue in order
to help our industrialisation or expan-
sion schemes The other object 1s to
bring about greater equality. I would
submit that this object also is not
gong to he gamed by this measure.
This measure will not bring in any
sort of equality in the country.

Let me examine the first point,
about the tax-collecting idea behind
this Bill In imposing any tax., we
have to keep in mind two or three
points The first point 1s that the tax
does not vary very considerably, so
that from year to year there 1s a pro-

gressive increase in  the realised
amounts, and that the expenses of
tax collection are very small 1t will

be interesting to consider here our
income-tax collection. It will be seen
that there has been some increase in
mcome-tax collections during the past
few years but they have now reached
nearly the peak point, and there is
a great danger that in the coming
years our income-tax collections will
go down. Even if we assume that the
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income-tax collections will remaun at
the present level, we have got to
correlate them with our price struc-
ture. The present price level of even
ordinary articles. as compared with
the post war prices—even with prices
as late as 1948—is nearly double.
With double the price level, our 1n-
vome-tax collections are aboutr tne
same which means that in their actual
purchasing power they have gone
down by 50 per cent. I will again
make clear my contention that, since
1948 to the present time, the piice of
all manufactured articles has nearly
doubled, while {he income-ifax collec-
tions are about the same. This means
that, though the amount in figures is
the same, its purchasing power 1S
only 50 per cent, and this is due to
the fact that the wealth of the country
is going down, that our economy Is
not expanding at the same rate as
the prices are increasing, and this is
the greatest cause of our unemploy-
ment.

The other object of the Bill is grea-
ter equalisation of wealth. The hon.
Finance Minister said at the time of
the Budget that there were six to
seven lakhs assessees in our country,
and if we further analyse these six
or seven lakhs assessees, we will find
that there are five lakhs  salaried
persons. This leaves only one lakh.
In a country of 36 crores of people,
if laws are made on the basis of votes
only, then naturally these 36 crores
can impose their will on that one lakh.
They can pass legislation and con-
fiscate everything, confiscate all wealth,
but 1t will not be in the interests of
the country. The Finance Minister
will have to carefully examine what
is going to be the effect of the Estate
Duty Bill on capital formation, ana
on the economic life of the country.

We are not going to get complete
equality of wealth, which, by the
way, does not exist anywhere in the
world. Even in Russia, with respect
to current incomes the ratio between
the lowest and the highest is one to
fifty and this type of inequality will
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continue. We have to find a way as
how to bring about equality without
drying up the sources of capital forma-
tion. The poorer classes, with all our
efforts, will not be able to coniribute
towards national savings. The ‘condi-
tion of the middle-class is well known.
The present unemployment is mostly
rampant in the middle classes. There
is hardly any possibility of any capi-
tal formation from the middle classes.
We compare our country with foregin
countries, The hon. Minister has
taken this Bill from the U. K. and
another hon. Member says it is a
happy mixture of the two. 1 would
ke 10 ask the hon. Finance Minister
whether in U. K. it 1s the middle
classes who contribute chiefly to the

structure of capital formation, The
entire capital formation of U. K.
comes from the middie class. In our

country we have hardly any middle
class, or any middle class which has
got a saving to invest and therefore
we are left with that small minority,
the much maligned dapitalist class.
1 don't hold any brief for them. Y
will suggest to the hon. Finance Minis-
ter that he has got to make up his
mind that if (we bring about that
equality, the moneyed ciass has to-
be replaced by some other agency.
The Socialist Party has suggested
complete capital levy, and nationalisa-
tion of all industries. That is a.
practical plan by which the Govern-
ment replaces the capitalists and
everything is nationalised. By capi-
tal levy, take everybody's money and
utilize that money for runmng the in-
dustry. That is one complete practi-
cal plan. The other plan will be to
keep up the capitalist class but create
in them a feeling of trusteeship. As
has been pointed ocut by another hon.
Member, Mahatma Gandhi. ...,

SHRI S. MAHANTY (Orissa): Wit
it be feasible?
Surr  KISHEN CHAND: I am

mentioning the two kinds and then
I will say which is more feasible;
please hear me for a few minutes
more. He was explaining to us that
Mahatma Gandhi placed the ideal of
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irusteeship before the moneyed classes,
the zamindars and the capitalists. A
great leader of the Socialist Party
Mr. Jai Prakash Narain is just now
carrying that message in the shape of
Bhoodan. Is it possible to apply &
similar method to other activities of
the capitalist class? Can they be made
into trustees of public funds? Is it
possible that after giving them a fair
amount for their current expenditure,
the rest of the accumulated wealth is
utilized for the service of the Nation?
"So, I would request the hon. Minister
to carefully weigh between these two
possibilities and make up his mind
“to follow one of them. This type ot
just wishful thinking, this type of
legislation which imposes a certain
-duty, is not going to alier our economy
one way or the other. Are we going
to have a complete nationalisation, no
private ownership of the means of
production except in the Thands of
Government or are we going to leave
the means of production in the hands
«of private individuals? If we want to
leave them in the hands of private
individulas, we should not impose any
type of duty or taxes which are going
to dry up the sources of capital forma-
tion. I am afraid this duty will be
mostly used as a revenue duty. The
- entire proceeds from year to yeur will
be used for current expenditure of
Government, mostly spent in civil
services and in the Military Depart-
ment and if due to the imposition ot
“the estate duty the capital tormation
in the private sector dries up in the
years to come, avenues of employment
will be smaller and therefore unem-
ployment will increase and there will
be greater economic distress in our
«country.

Now, 1 come to some ot the pro-
‘visions of this Bill. Joint family in
the Hindu society has been the
main stay of its economic stability.
"By pooling the resources of a
family the capital was sufficiently
.large for running various enterprises.
A few poor members of the family
were also supported. But by our
- policy of taxation we have been try-
ing to disrupt that joint family. I
~would submit that this is not in the
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interests of our country nor in the in-
terests of our society. In the Income-
tax law, you will find that a joint
family having even 6 or 7 co-par-
ceners is counted as two persons. It
is encouraging them to separate and
the net result is that in a large num-
ber of joint families on paper there
is a division of assets. When it is a
fact that joint families with 6 persons
in them carrying on as a joint family
will only be counted as two individuals
for the sake of income-tax, they natu-
rally separate out. so that they become
six different persons and get the beneht
of lower rates on account of the slab
system. Similarly here we find that
in a joint family the lowest limit is
Rs. 50.000 while for an individual it
is Rs. 1 lakh. I would like to know
why this distinction has been made.
After all when there is a joint famly
the opportunity for earning wealth is
greater and therefore it produces
greater divisible wealth and if you
divide up with the number of co-par-
ceners, you will get greater share of
cach member. In this case also the
minimum limit should be the same
Rs. 1 lakh and not Rs. 50,000 as stated
in this Bill,

I would also suggest to the hon.
Finance Minister that there is some
sort of sanctity about a residenliat
house. Mauny families would like to
keep at least one small house as a
family residence. I would request the
hon. Finance Minister to give turther
conslderation that in computing this
Rs. 1 lakh the residential house of the
family be not taken into account pro-
vided it is used for the personal resi-
dence of the family and not rentea
out. This limit of Rs. 1 lakh is. I think,

Bill, 1953

reasonable and is all right. But it 1s
not right to have two slabs of
Rs. 50.000  The next slab also should

be Rs. 1 lakh and on that the rate of
duty should be 74 per cent. ln the
case of individuals you give exemp-
tion up to Rs. 1 lakh. The next slab
is Rs. 50.000. the third slab 1is
Rs. 50,000 and the fourth slab Rs. 1
lakh and so on. 1 would suggest to
the hon. Finance Minister that the
first slab also should be Rs. 1 lakh,
instead of two slabs of Rs. 50.000, the
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first slab having a rate of 7} per cent.
then the next slab for 2 lakhs with 10
per cent, rate and so on. And on
estates in excess of Rs. 50 lakhs, there
should be a still higher rate of duty.
If you want real equality and if you
want to collect large resources for
capital formation, you should tax the
people at the top at a higher rate so
that you could get big sums. Up to
Rs. 5 lakhs, let us consider the people
to pe of the middle-class. Therefore
there should be sume concession for
people up to Rs. 5 lakhs and higher
rates should be charged from people
having above Rs. 5 lakhs progressively
so that people coming over Rs. 50 lakhs
will have to pay a much higher rate
of duty. In this way, we will be
encouraging the middle-classes to take
the place of the richer classes and
slowly and gradually will be transferm-
ing the economy of the country so that
the percentage of middle-class people
as compared to the total population
may become appreciable.

Lastly, I refer to charities. Here
also, I think the hon. Finance Minister
has been a little parsimonious. Our
country is well known for charity. Of
course, we cannot compare with chari-
tf1tes that are being given by many
Amertican individuals and by Amerl-
can  concerns. But from time
immemorial, we have prided ourselves
on our charity, and I am afraid that
the provision that any charity given
within s1x months of the death of
the person will have to bear the full
levy of the estate duty is not fair. |
think. even if charity is given only
a few days before death, it should
be exempt from this duty. I would
like 10 gu a step further and suggest
to the hon. Finance Minister that any
gift given even on the death bed, or
coming into force on the death of the
person should pay 50 per cent. duty.

An hon. Member has pointed out
that in the case of house praperty, we
are going to have two methods of
calculation. When there is the ques-
tion of rent, there is one methorl.
There is the Rent Control Act. When
the question of municipal tax comes

[ COUNCIL ]

Bill, 1953 2684

in, the municipalities have their own
laws of assessing the rent; and when
the Estate Duty Bill comres in, the
hon. Finance Minister has third
method of assessing the value of the
property. There is no coordination
between the three. The Rent Con-
troller puts the rent as low as possi-
ble. The municipal authorities want
the rent to be high so that they
could charge at a higher rate..
The hon. Finance Minister wanis
to increase the value of the pro-
perty so that greater estate duty
could be realised. I suggest that.
in all these cases, there should be a
sort of rigid formula connecting up
the rent actually realised and the:
value of the property. [ suggest that
the wvalue of the property should be
fixed at 15 times the annual reut or
with some similar relation. If there:
is such coordination, it will give some
sort of relief to the assessee. Other-
wise, if the market value is taken, it
is quite possible that though the house-
had a very low rent, the inarket
value may be assessed very high and
the man who has been suffering for-
years will have to pay a high duty.

It has been pointed out by an hon..
Member that due time should he
allowed for payment of these duties.
1f due time is allowed for their pay-
ment, then the annual recoveries will
become very small. The hon. Finance -
Minister estimated the annual recovery
to be about Rs. 8 crores. The total
Income from this duty, he assessed to
be nearly Rs. 8 to 10 crores per year..

SHrr C. D. DESHMUKH :
gtven no estimate.

Kuawasa INAIT ULLAH: It is ex--
pected.

I have-

SHr1 KISHEN CHAND: I am sorry.
If this estate duty brings in a reve-
nue of Rs. 10 crores per year and if
it 1s spread out into six or seven years
by instalments, the Income will be
only about Rs. 1 to 1% crores in the
first year, This Is such a small
amount that it is hardly wortn all
this Estate Duty Bill being brought
in and all these agencies being set up-
for collecting the {ax. Therefore, I-
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would suggest In conclusion, that In
vonsldering this estate duty, the hon
Finance Minister should give up the
idea that 1t i1s a revenue duty He
should consider it entirly as a duty
for the collection of capital If he
takes up that viewpoint he will have
to see that all income from this duty
comes in for replacing the capital for-
mation that 1s likely to be destroyed
by the levy of this duty, and the estate
duty slowly and gradually leads to the
transter of share capital from -
viduals to the Governments hands
and eventually to the nationahsation
of the key industries

With these words 1 conclude my
remarks on the Bill

sur: L. H DOSHI (Bombay) Sii,
to be frank and honest I do not lhike
this Bill and therefore I do not wel-
come 1t though ultimately I may vote
in favour of 1t on party considerations

Sir I do not like the Bill because
1 consider 1t not useful and not 1n the
economic 1nterests of the people In
his statement of the objects of the
Bill, the hon Fmance Minister has
stated that he expects to obtain more
revenue for the Government by means
of this estate duty We heard some
other speakers who doubted about the
increase 1n revenue and I feel the same
way Sir there 1s a certain amount
which the Government can collect 1n
the form of taxes and revenue

When they {ry to collect moie than
that it becomes difficult and 1n {act
they do not get more The effect of
this duty will no doubt be that the
estate duty will collect certain amount
as the Finance Minister 1ndicateaq,
though he was not sure about 1t may-
be about Rs 14 or 15 crores annually,
but when he collects this amount in
the form of estate duty 1t will have
1ts repercussions on other taxes The
capacity of the people to pay tax 1s
limited which the Finance Minister
has admutted by appointing a Taxa-
tion Enquiry Committee which wnll
consider the real capacity of the people
to pay taxes So when he 15 collect-
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g the estate duty, he 1s collecting
a tax in one form and, therefore the
people’s capacity to pay taxes in other
forms will certainly go down and tne
ultimate result on the collection of
taxes will be no improvement m the
aggregate That 1s my contention about
his object 1n introducing this Estate
Duty Bill Sir the other object as he
mentioned 1n introducing this Bill 1s
to remove the 1nequalities There
also, I feel that that object will not be
achieved because this object has not
bheen achieved i1n most of the countries
where estate duty is levied Take.
for example, the case of America Even
there, this duty has been 1n existence
for sometime but 1f anybhody argues
that inequalities have been removead
i that country I am sure that that
15 tar from the truth The <logan in
America 1s “Shy 1s the limit” whether
1t 1s aviation or whether 1t 1s amassirg
of wealth As long as the proaucer
does his job 1m a straightforward
manner the American public do not
feel anything wrong 1n acquiring
wealth and therefore, the Estate Duty
there 1s taken to be a torm of tdxa-
tion and not with the so-called object
of removing the 1nequalities The
same applies to other countries too
If you study the Marxist philosophy
and the trend of the taxation policles
in the countries where the Marxian
philosophy predominates you will be
surprised to find that the estate duty
does not exist in the dominant coun-
tries following the Marxian philo-
sophy

Surt C G K REDDY But there
are other things which exist

SHr1 L. H DOSHI I know that I
would bhe disturbing the beehive
There are other duties I know, or,
there are other circumstances that
exist mn those countries, I know, but

Surt C G K REDDY which
make 1t unnecessary to have this estate
duty

Surt L. H DOSHI But why shoula
not this exist in a country which does
not want inequalities® It may be
argued Sir that in those countries
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inequalities do not exist. If anybody
argues that way, I say he is not telling
the truth because we were told that
some of the incomes of some people
in those countries are far more than
the incomes that are prevailing in coun-
tries which believe in democracy aud
private enterprise and, in spite of
that, death duties are not introduced
in those countries. If removal of in-
equality is not the primary object,
then what is the use of this? There-
fore, Sir, the object which the hon.
Finance Minister has 1n view 1In
having this Bill passed will not pe
achieved as it has not been achieved
in other countries where this duty is
in existence and is not expected to
be achieved in countrtes which do not
wish to introduce this measure.

Sir, what will be the effect of this
‘Bill? We have heavy income-tax In
this country, almost ranging upto
thirteen annas in a rupee in the higher
categories. If we have sucn heavy
income-tax, including super tax and
what nots, why do we want to add
another tax and create complications.
heart burning and cause something
which is not desired by the Govern-
ment? Sir, it is feared that the result
of this duty may be to arrest the for-
mation of capital in this country where
it is almost at the lowest level. The
hon. the Finance Minister feels that it
will not be so but he is not sure about
that —he wants to watch—but, Sir, 1
feel that it will have bad effects on
the formation of capital. If anybody,
after paying the heavy taxes, tries to
save money, he does that with the
object that that money may be useful
to him in his old age firstly, and,
secondly, that that money may be use-
ful for his heirs or his children that
survive him, after his death. That in-
centive for saving for the good of his
children is now being taxed so that
the survivors do not get the advantage
of his saving or, at least the advantage
is to be substantially reduced. Sir, it
you don’t want that advantage to go to
the children, then why encourage him
to save at all? He has saved; you
have no objection to his saving. You
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have no objection to his earning large
incomes and, after earning large in-
comes which are subjected to heavy
taxation, if he saves, you have no
objection to his giving away the sav-
ings in gifts to his children or to any
party that he likes before he dies, but,
you want to tax him simply because
he has not made those gifts two years
before he died. I do not understand
the logic of this. If you don’t like that
he should amass wealth, you have al-
rddy introduced measures whereby
you are taking away a substantial
portion of what you consider to be too
heavy an income. Another bad result
of the measure would be, as some of
the Members mentioned, the joint
Hindu family will be broken, at least
on paper, so that the big wealth which
is shown in the name of one person
will be shown in the names of half a
dozen heirs and the ultimate tax pay-
able will be reduced as much as pos-
sible. I think that the joint family
has done considerable good to the
society and anything encouraging
breaking of the joint family would be
undesirable in the long run.

Bill, 1953

Sir, we find that the collection of
income-tax itself is lagging behind
considerably—not collection as such
because by a certain Act we have made
provision that the income-tax should
be paid in advance but the assessment
of this tax has been lagging behind
ronsiderably—because we have not got
enough staff to complete the assess-
ments. Here now we are introducing
another measure which is egually
complicated if not more, to collect
the same tax in a different form.
Sir, where are we going to find
more people when we are unable
to find a sufficient number of peo-
ple to complete our work of the
other tax in time. I know it for a
fact because some of my companies
have not yet been assessed for the
last three or four years and therefore
I know it for a fact that these things are
in arrears and we are told that these
are in arrears because there is in-
sufficient staff in the income-tax depart-
ment to complete the work. Sir, if
that is the case why add a new class
of people whom you find it difficult
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to get and add to the expenses of the
treasury and also make the life of
the people more difficult.

Sir, I do not wish to go into the
various details of this Bill but it 1s
a terribly complicated Bill and it s
going to cause considerable heart-burn-
ing to the people. In fact the clauses
relating to valuation of property will
cause considerable hardship to the
public. We have heard some of the
Members saying that the middle-class
will be harassed. Well, this class-wise
thinking is undesirable. People do not
mind if some other class suffers hut
insist that their own erlass must be
protected. This kind of thinking has
been the root cause of all our troubles.
This measure is going to cause trouble
not to this class or that class but to
all classes who will be subjected 10
the duty and. therefore. Sir. whether
it is the middle class or whether it
“is the rich class which has become rich
with the willing connivance of the
State, every class is going to be haras-
sed.  Therefore from that pomnt of
view I do not hike this Bill

Sir, there are other points which I
would like to mention and which will
cause a lot of hardship and that is the
low limit that is put for exemption.
In the income-tax the Finance Minis-
ter himself found that the limit which
he had laid down two years ago, name-
ly, Rs. 3,600 was too low and was
costing much more expense to make
the assessment and therefore he him-
self raised 1t to Rs. 4,200 and perhaps
he may raise it again in a short time
when he finds that the expenses are
still golng up. In the same way in
the coltection of the estate duty he
will find that the expense for collect-
ing the duty on a limit of Rs. 50,000
is very much plus the heart-burning
that is caused in the country, and he
will himself admit that this low level
is a mistake and will ralse it subse-
quently.

Sir. T would therefore submit that
if the duty has got to be levied the
limit should be ralsed substantially so
that a considerable number of people

8 C.S.D.
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who are on the boundary line of {ax-
paying capacity would be eliminated.

2690

There are certain clauses particular-
ly those concerning the transfer of
shares, ete. to which I would have
liked to refer here but I think it would
be desirable to reserve my remarks to
a later stage when the Bill will be

considered clause by clause. Before
I resume my seat, let me say,
Sir, that in the long run this

measure, instead of doing good to the
society, as is expected, will result in
heart-burning and confusion and the
object will not be achieved. No doubt
1t will help some party propaganda for
some people during elections but ulti-
mately as an economic measure I
doubt very much its usefulness in the
long run.

SHRI KANHAIYALAI, D. VAIDYA
(Madhya Bharat):

ol wgarns  do  dw (W
W) © IuTeer wWERy, § s faer
FTHAYH FTE | 0w zulay
g fF amdm o9 oo oY F w faer
F TR AT gATX 3T | JUWHAT B SGHT
T FH F TF HUH T fFa7 & )
g % & & o gar 3w e
? AR o weel o wewT g
T 3 A WAl 7 F fAg 9 oF
SIECIGIECID e i o A
FT AT A FUST AT Y a9 A, wiEgr
& o o, fF g 7€ aw
q gAT WER F A w9 g fF
AT F ST HHATAAT & IEFHT 3T fohar
S AT ST feafa v AuTy s

STET OF HCHTL FT ILF 56 =T
FRT JHATAT F1 L FA 1 8, 98
w|Ea FA A S g1 a8 vEw
TF faae 9 F1 %E, SgnEy
wEAAT T AT FRA AT, &
Y WEA F AFT qAT AT G
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SET &1 SET WF AR Fifeer A
ST Y, g AT TG FT T
g, W& W AW A Q¥ WETgEY gd
fr Sgiv 3@ 3 A & fag wa
SR AT, I TG & @7 F1E wgraar
FT WA A@, IF HIAOT o4, gl
T 3T FV, IW T F AEH FT G
faar | a8 T sfage @ WA R
ff maw ¥ fea & g wawmg <
aodr gy gefa o Sam e
fea wr & fam waor w¢ &7 oY ) fag
TS FT AT TF q_AT A0 AT §, q(E
frge am & #WUS AT F OFE,
A fAaT @ § R0 0F UAT
faowar, v oSy gmrfes wegaedr
T 39 X § T g TAT ], Tl W
|, FEAFT HIT AL FEQ FT T
A groT W E 99 @ & | g
[EA F FO 7T W | F TR
W WX Tqdy &y g &\ #
AT 7F B S F qEA TF T4
<@ =g 5 afw wdEE q
T I AT oqqeqr ¥ gAR F fag
@ fogim =t e fear
g fF o Wt ¥R, 99 9]
AT IR T FE FA G,
FE qEIfrF U A7 sAEedr Al
2 O 98 #aas g F S9d weay
St W fRX gufEt § 98
_Bl | 7wt /Ay St &7 =a 99 aAw e
FEal F W ATHOT FAT AGA E
ST AMAT FATA 7 ZT GAlAGT B}
EFA FfagaaE ) & ag J@a
| fF AR a@FR AR FHIE
TR Ja@TE T qUal & Awq w9 Gy
SFEqT FA o7 @l & owa 3w 3@
F TR B WAL FT A= 31 A T
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' FAlT AT F AT T § STFT A

AW

§ T9 qaT wreg g faeelr § o
TFR FY gOATAT wF @ 8, e
THR FT AT FJ Gl &, ITH AR
fesrr ==ar § i oF SaEr Av
AW F wegE @Al Jmgar g o faet
gATR A #T TEHT § WX T/ WA
A7 wdg fomm a farr g9 &%
TIA FEAEFr FAT & | TM AN
A TEFET AT o fR oo
AT W QAN §, I [EA &
¥EX qA @Y §, g AT JAQAT
X FAT A FUT qfed T TR
A& HT TAT AT AR AF frg i
U AR W FT AT F FG-
frfadferdy & Y = a<g #r o=y
oot g% } | 991 9% OF OF AiEAy F
Ro feaamit &1 @sdw fear wmar &
R T @ ¥ & @ AR 99-593
FC AT R, AR W e g aw w7
IH T HGT G AT T 95 | A AYH
fm # &=Ar & ag 99 F9r &
"R YT 99 AGH Y We FT a0 22
9 AE W AMF AMA FT sggeqT
g AR 38 aYE ¥ OR g4 § HRLER
a0 O, g T fawwr #, & g
g | =@ 9% F ;e gaqd fagy fem
T weard § FR 9EAMl 9 YRR
TMAT AR gAA 8/ {ard F1 g FA
F faa w1 W o fFa 9, TR R
aF qgaAmaas RUm @I TE AT
g | AT SEar Jgm 5 3§ FA
F AATT W AE FT K G sgFEAT
F} 7 ¢ e f5 wemr Wi wfas
T qgq I |
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F od wfT Sfr T eAT vy W
HIT ATHRGT FIAT AT § q@7 fF
FUST T0AT g0 & poafdt 4 |-
F AT FFAIFY T IR qA-99g Fowar
g Fg & faa-mfas) iR FREE
FAT § Qoo Hfgma #HT oo ¥fa-
AT [ATH FAMT §, AW [Ggeam
& o § LY afew arfeeae W FT
W FAAT R | &9 gH7 WA T
AT St FT AT AET W Fr 3 feafa
I AR wFlvg F@m@r @ 3w fGow
# Fg FAGEN FT TE | AR W F
ORI WRME A §qWT &1 S|
I agd 9F FL A G, WTAE
T oo g A Gd s ? @ faw &
g A @R #1 dag Q[T g9,
T qg AR & 19 AEr FT
&P

il qF & qF TR0 A JOA W6
¥ g Fqmg 91 ff gAr W § FF AN
HIHR BT qgar § qeiefq aF a9
£ 9@R T W ag # Aff i
AT & FO f9ES TG qRF & AR
A YRER  HR aEAHT FF W
T TS AT B LT AT AW
g At ST & qEAT g g 5 oz@ ad
foer # weerER qR S 1 gy
Y R FH & fag F15 sraear 71 0§
garagi

AN T AW AT JAAT F AMA
T FT AT ISTAT AT & | Eq2TAN FT
WTEAT FT T & & 7 {6 gar
1 F g g @ arar g | e gfvare
qT 39 I FT SHAI AT AT TAT,
fog or<tew T FFEE WK §49-
R F FIS F FRE@M & AR
IR & G F A AR a9 =
3T F WKL TAAM FT FIS Ht ATGZAFAT
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qgl, @1 I AT H1 FILT 7 7 GFT o
Sq gATU W AT &1 T,
S AT I &@dA gl T, IqE
gt fog sAar 7 fadm F#98 F
AN ® GH FE TIT A F IS
T TGAT, IYHT & gAR W & faa=-
mifet #WR wAy soifAl A W
AIFE AR AL TG T TRMEAR F6h
AT AT @ AW | FqA G AR
AT X &1 SFar &1 =9 gefrafaat
A 7 F 997 FFT qF F (a7 FIST
T8 59T ) T avg ¥ 37 g9 A6 7
AT WO S@ar F Y AR
frar R @ & g 7R §8R
qfa & wafaq am™ I AN
ga |
12 Noow

7 @wwry fawat & Al
#1T FHATE 57 99 AT & q7AE ¢
AT TAFA-EFH AT AT A
& FY AT T AR A § ITH AGA
# I 0% g &, STF a7 gfaai
4T FIA T GTEQ RO Qe A
£ ? 9 Qv ag gaman g 5 T & 7w}
AT FGT HCSTAT FT FIGR AN T
2 SHET AW T UMW LT I faq
& g1 3% gr1 uF A nfus gfaam
Z g frad ag 38 3T %Y 730 7 wias
dar & gFa § 1 zafad F gradre
#d FAT FT AT AT FT 81T I
AR fEaEr 4o 5 we 99 Faay
&1 faato F3F 2 1 994 AW F1 Wia-
AL FT SHrA @ | GAIX {ANE
quTa HAT A < T A EFIAAT qIfeq
& 913 % 9% €FT 7 7 g A1 fF
FETAR AR FEAET F1 /YT T
AT T AEADFAT § T A¥IT T
X ] &7 &% f@g 9F W fauw
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e faar a1 | A7 A1 39 fam @A
TE oY fr 9 WRA ¥ UHHETA AqT A
Y F9N 9, WX TH I F HAST AW
F faal 4 zg wnem gE oA i {59
WY FRTY 481 S9 w=s faei #7 /ar-
T ZPI Sq 58 39 F7 G91G FA AT
aaTs; faQel @@ wi a% wewr fa
SN ! qve 98 TWed IR T8 AT
FE a0&E) &1 T @ATAT 98, F9
T0T AW FAFAR AR wafa & fasn
g w® 1 & ¥ T9 gAm Fal
FY GTF LA A g T A5 38 Fgal
=g & misr 3 ¥ A wew Afawar
FT MWTA 37 4T 2, AWK H, AN
#, us wifax wafa, @Hfwfass
(materialism) # #R  3gF
F1 wgfa dar &1 7% &, AR a8 wlaw

¥ wufaz a7, Mm@ wafa
ab®sl &, FAAT  =EA F
FEAT F AT A ATE mORH

FIX ATA|L T T91@ AT & AT T
W dar da7 FI9 210 W w1 faq
® AFTET FI AR g, oFFT 7@ 3@
2T 2 ag I T 5 a@en T #r
WY 39 T § A fedsem gr awT § )
ag &iT & fo @0e & O & g Al
T A A aga wEH {AT AW, UG TE
g9 FT miowisr § aga eI &
Ter & | Afawar F1 &\ AT 9 ar
§ 5wyl @y wafe wgay of & f
fos g1 & AT g1, 98 99 3FET FE
AR FFT F FEAA &, IFL F a9
T qT G FT AR A F AR
o AVET A A | S aF W9 ;R
F yure F1 GURK F fo7 oy -
FeqT A F & S A F1AR §F g9
ok gAtA I3 ¥ TAFT IF W A
TAA K @ g4 8, 9% HOR Tw ¥
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fa, fa_F 2% A8 are, 7@ gRm A
gAY yefymr wgremm @it 7 S
raR ¥ F gomfadt ¥ wAd @,
W F AS-AEIUNH, T R
SEHTRTS & qTad <@, 9g UF TE-
ferr #1 fegie o | z& & AT A0
ag FAew graratfard 3% 2@ A §AAU
F1 ZET FAT AE IAF HE-gralT
g fafaa sasmaat 7 g
¥ DI wiwy wAE 1 AW A AATE
% fod &9 3 o wad g, 36 FIH
& 3@ feomr § NS aga wwia g,
fireg ST far A wois far, amTT
afefeafi & swa fami g0 FE AGT
qgq ardT @@y g |

gEY aTa gAY @rAd wd HAT Sy
q FE A v e ozm @e & g1
Zrly &g FAS IT TSAT F1 & AT
SEl TEEI @S FI9 I\ HTATTFAT WY |
Lze wRA OE A R YR waa
7ga fosie sicm & & AT A%
gena & fad a7 3 wEmFATY )
zafad 37§ 2@ am A ya f@ramr ]
wifed | wTETT A7 =fed fr @rd-fafy
FN ST WRATE 477 I €, I§ 4%
ARTaIgE® IR 2 F% oAy feafq
*1 fqatn a3 fa arga &7 wEiad
# S wmafaat §, 5w wesw 0@
A=aed ¢ fa ami w1 wafaa «
® A FT AT IDT w1 AE7 fowar
LIR PRIy AT o aga
F7, faqw @15, 98 &% & Ay W
FEAT & FNW W AT FE AR
-{T}ﬁﬁ araT & ar #1% wfaFr qfv-
Fdn g W9 AT §, ag &I @ ¥ ¢
TH A AT SGARAT gAY HAET FIAT &
fe agr &7 w0t g7 #Y w@, FET
wrigs  wEwmar o wmifas
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FaATAqT F7 afg gaTd GIE | fA-
FLO Fg1 fHar O IEFT I HH
A A, @ SaF  QAFATTFHR
ST F EATAT FN I3 A9 fHg
gEr L wgA fasy feat d@ & &
Ml 7 T@d adid T qar s frar,
TEIN SA 9Y FT gEIEW T HIFN
Fr feafa fawrst & | Q<@ 4 &
A AR Y FY T gerfrar g
Far f& fadsl g9 & us @z@ q
Fgl 2, &9 & [F9 AT 7nig & fopeem
F1 AqAATTT  FTAr  Arfgd,  zAFY
wE@FAT W § FFIF ST gF AN
A 3 F1 wIfgw A@FeAT F1 AW
AT 1 wAAfTIl F1 ATAATIH ALY
FT AT FEEET AW IUE wfa
Ad SHFAT | A ey afEw ar @
TETRTO &GT E | F TGqAE FI ST
FY arfqel gs, a1 q@ 7w 7 fRad
qra AAFATRIT FT G0 47 AT ga%
AdqF T J3r fFar dar g1, ey 9t
¥ am @z f@ar sk 858 &0

gF A &1 a% A favfi =
fear =T 3gr & go-so  wfAaa
as & fgeta & &% fwar ok

I@ ¥ ¥ AT AW GOT  FW
I¥ wrs &3 faar | arg w1 347 A
F IEIA g7 AT G FAT | T AR
¥ afen #1 ghrmst &1 wqfm am
JBT4T AAT & | AR AR 77T
magt & faaga gy & g
F fgmy & AR [T WY 9AE
feuE #X ST FW, A1 MUY gqr
adt a5 I3 Lo AT FT A
o MG H F¥ 39T | T THIT §IFHT
A Q@G gAFAI fraar g, Tz

qa faay g | zE3T gadt faa § ot
F@ER F amd agl faasg wr |
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A Tq faor F1 awdT WgF F qF
g, #¥ W7 3g frdgT g fF awwm @
oqr qmEd v sxaeqy wvAT 9rfgd,
faa8 w3 F 9914 gd F17A, G7FR
F 93 [ I3l AT g FT &3 AW
3G @ ® faswAar ¥ waArIar #71
Teq TIH UH SARATIH AT &
fantor £< aF faaq a &g 7417 g1,
qEE 0T gL, T FE q@ g OHR A
FE T 2T

[For English translation see Appen-
dix V, Annexure No. 102.]

SHrr D. D. ITALIA (Hyderabad):
Mr. Deputy Chairman, Sir, in all
advanced and progressive countries the
death duty, or the estate duty as it is
now known, has been in existence foi
a long tima. India wants to go forward
with the other demrocratic nations and
so I welcome this measure, the Estate
Duty Bill which has been passed by
the House of the People.

No doubt this kind of tax 1s new to
India and there will be a certamn
amount of hardship. People do not
know how to face this hardship.
After all one has to be prepared and
set apart a margin of his earnings for
the payment of this estate duty during
the life-time of a man. So I request
the hon. Finance Minister to go slowly
and cautiously so that there will not
be undue hardship for the tax-payers.
The estate duty, as we know, has 10
be paid on our accumulated wealth,
The more wealth we accumulate, the
more duty we will have to pay.

Our Finance Minister said that tne
object of the Bill was two-fold. but
to my mind it is not two-fold but three-
fold—{irstly to prevent further con-
centration of wealth in the hands ot
those who are already wealthy, second-
ly to reduce the existing inequahties
1o the distribution of wealth in the
country and thirdly to find money tu
assist the States to finance their de-
velopment schemes. 1 personally
think that in order to create a Wel-



2699 Estate Duty

[Shri D. D. Italia.]

fare State to look after us and our
childern, such a measure Is really
necessary. Sir, I congratulate the hon.
Finance Minister for so ably piloting
the Billin the House of the People and
I also thank him for modifying and
improving many of the clauses as was
suggested by many of the Members of
the House of the People.

But there are many more difficulties
to which I would like to draw the
attention of the hon, Finance Minister
and I hope he will consider them very
favourably. First and foremost is
about the duty to be paid. My sug-
gestion is that it should be collected
in kind and not in cash because many
people, wisely or foolishly, like my-
self, who have invested all their
money in properties, business and in-
dustry, have nothing in liquid or hard
cash and so it will be very difficult
for people to pay the tax when it
is demanded and more so when it
is a big amount. We are no doubt
.thankful to the hon. Finance Minister
that there is provision to collect
this duty by eight instalments of
six months each. I would, however,
request the Finance Ministry to con-
sider this suggestion of mine.

Then about the exemption limit. To
my mind the present exemption limit
of one lakh is, looking to the present
value of the rupee, too low. I think
it should have been a lakh and fifty
thousand at least, because after all
the value of the rupee is only four
annas compared to its pre-war value.
As for the maximum rate of duty
which is fixed at 40 ver cent. at pre-
sent, it would have been much better
if it had been fixed at 25 per cent. so
that the people may gradually get
accustomed to this duty and know
what to pay and how to pay. .

One more important suggestion
which ] would like to make is this.
Whatever rate is fixed, it should con-
tinue for at least ten years in the
first instance. It should not at all be
altered during the first ten years.
Then there is one thing about gifts
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or deeds of settlement. The perlod
fixed is two years; I think it must be
reduced to one year, because 1n many
countries the period is only one year.
If the gift or deed of settlement is
made one year before the person dies
no duty should be levied on that.

The more important thing is about
the appointment of an independent
tribunal. 1t is most necessary. because
after all the tax-payer must know that
he will be fairly treated. If more
power Is given to the Executive, it is
really a hardship on the tax-payers.
So my humble request is that speedy
steps should be taken for the appoint-
ment of an independent tribunal on
the lines of the Appellate Tribunal
under the Income-Tax Act. Also I
request that there should be a pro-
vision for the appointment of a Board
of Valuers. After all that is a more
important thing, because everything
depends upon how the valuation of a:
property is done. As was suggested
by some of the speakers who preceded
me, valuation should be done on the
basis ot municipal taxes which we are
paying. 1f the price of the property
is to be fixed at the market rate, I
think that would be a great hardship,
because after all, more than 80 per
cent. of the tax-payers have to dispose
of their properties, to pay the estate
duty. Therefore, all these things
should be taken into consideration
before the estate duty is imposed.
With these few words, Sir, I whole~
heartedly support the Bill

SHrt M. P. N. SINHA (Bihar): Mr.
Deputy Chairman, at the outset I say
that I welcome this measure because
it is at least one step forward towards
the removal of artificial positions of
certain people in society. We all want,
Sir, a casteless and classless society.
So far as that is concerned, I think we
have made this one step forward. We
made one step forward for a casteless
society yesterday by referring the
Special Marriage Bill to a Select Com-
mittee. So far as the classless soclety
is concerned, Sir, this Bill will taker
us one step further. And I, therefore,
welcome it, Government and leaders.
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of society have got to do something to
efface this invidlous distinction that
exists between man and man. People
become rich by accident. And it 1s
here, Sir, that we want that the law
makers and the leaders should come
in to see that nobody should be rich
by accident. Then, Sir, if at all, one
becomes rich by reason of his labours
and endeavours, I think society has a
claim to take a good share of his In-
come. And this is a step, Sir, I think
towards that. Sir, we, the Socialists
have been pressing for a classless
soclety and we therefore welcome this
kind of measure that is brought before
the House. I have some misappre-
hensions also. Sir, we have also seen
that there have been so many cases of
evasion of payment of income-tax; so
many cases have been started. I read
in a paper a few days ago that a case
had been started against a very big
man—one of the five or six big in-
dustrialists of this country in Calcutta
for evading income-tax and for
fabrication of accounts. Sir, we also
know that by efforts of the depart-
ment, crores and crores of rupees have
come to the public coffers. That
means, Sir, that such big amount had
remained hidden so far. I would there-
fore warn the Government, and I
would ask them to be careful and so
make rules as to leave no scope for
these expert manipulators to escape
payment of the tax due to the Govern-
ment. But, Sir, in spite of that, 1
am sure these underhand dealings will
be there, and that is why I believe
that to avoid all complications and to
ensure income to the Government for
the benefit of the people, for the bene-
it of the commonman, 1t would have
been better to control all the sources
that bring in money, i.e., to say, to
nationalise all big industries. Well,
Sir, whenever that has been pressed
by us the reply has been that we are
wedded to a particular kind of Con-
stitution according to which we cannot
take away anybody’s property without
payment. And then, we haven’t got
money to maKe all these payments.
Industry must be carried on and 1t
must be a going concern. Sir, I do not
know if Government has ever con-
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sidered the propostion from a practi-
cal point of view. They have them-
selves set an example in Bihar and
in certain other States by abolishing
zamindari and by paying the zamin-

dars in non-negotiable bonds. I sub-
mit, Sir, that it will probably be wise

to start with one State—if you cannot

take a big jump, you start with one

State—and nationalise all big indus-

tries, all services in that State and pay

them in bonds. Of course, some

interest will have to be paid, as is
done in banks and post offices—we

get two per cent. or two and a half per
cent. So at that rate they may be given

a sum which will be equivalent to that

interest in bonds. And then, Sir, the

slab system, the system which you in-

troduced in the abolition of zamindari,

should be introduced here also. That

is to say, the larger the value, the

smaller the percentage of price.

Then, Sir, coming to the Bill itself,
I have to make a few observations. In
the matter of exemption, Sir, 1 have
found that proper attention has not
been paid to the requirements of the
people. For example, Sir, for the mar-
riage of a dependant girl, a maximum
of Rs. 5,000 is given. Mind you, it is
not the minimum; it is the maximum.
If some people can pay more than
Rs. 5,000 in connection with their
daughter’s marrlage, I think they
should not be prohibited from doing
so. I would tell you, Sir, that in
my part of the country, it Is very
difficult to get a good bridegroom for
a good girl within this sum ot
Rs. 5,000. And I think, Sir, that is
the case in Bengal, in some portion of
Uttar Pradesh and in Orissa also. So,
to restrict it to Rs, 5,000 will not be
conducive to good results, inasmuch
as there will always be difficulties
about the marriages of educated girls
and girls of good families.

SHrRT M. S. RANAWAT: Stop the
dowry system.

Surr M. P. N. SINHA: You cannot
stop it. It cannot be stopped until
educated girls refuse to marry any
boy who or whose parents ask for
money, but it will take time.
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{Shri M. P. N, Sinha.]

Another thing to which 1 would like
to invite the attention of the House
is this: You must exempt at least one
residential house. I know that people
may have houses at many places. All
those houses, I agree, should be taxed
but at least one residential house
should be exempted. There are
many middle-class gentlemen who
have just one house in a village
or a town. That should have
been included in the list of exemplions.
In the other House the hon. the
Finance Minister said that he woula
not like {o encourage people to spend
too much on houses. But where 1s
the harm? I do not think our Finance
Minister has lost his sesthetic sense
or taste for art. If people have money
and they want to beautify thelr
houses. 1 think that should not ve
discouraged. 1 do not say that all
houses should be exempted. At least
one residential house should be ex-
empled

Krwasa INAIT ULLAH: Though
they may be Lal Qilas.

SHRr M. P. N. SINHA: Yes. Most ot
the families having these Lal Qilas
and big houses will he ruined. I do
not know what is going to happen to
these Princes. You have taken away
everything from them. You have
taken away their kingdoms. Unfortu-
nately for them, they have still got
their palaces left. What will happen to
these gentlemen I do not know.

KawaJsa' INAIT ULLAH; It is very
strange that a Socialist should be
bringing in their case.

SHr1 M, P. N. SINHA: We must not
forget that we are legislators first and
everything else afterwards. I want to
be honest to this House and to myself.

Sir, regarding the mode of realisa-
tion of the tax, 1 have to say a few
words. It is stated that the tax could
be realised in six-monthly instalments
in two years, or in six instalments.
So far as the instalinent system 15 con-
cerned, I think it is quite good, but the
Board should have the power to extend
this period of insfalments. There may
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be some cases where you have assessed
a man for a very big amount on his
immovabie property and the man may
not be able to pay in spite of s best
efforts and, maybe, some other big
man wants 10 grab his house for a
small sumn. My submission 1s fhat you
must give sutlicient time in such hard
cases, where you are convinced that
the man concerned has made honesl
attempts to make the payment butl
could not succeed 1n raising the
amount. In such cases, the Board
should have the power to extend the
period up to four years or even fve
years. After all, you do not lose any
money by doing that, because there 1S
a provision that, the man concernea
will have to pay interest at the rate
of 4 per cent. You get your interest
and you do not lose. It will be a sort
of investment for you and it will also
help the man concerned in the pay-
ment of the tax. I think this is very
fair and should be considered by the
Government.

Coming to the rate of interest itseit,
I think four per cent. is rather #Aigh.
Take the first class banks. They do
not pay interest at that rate. Their
rate is very much less, and I think
that the rate of interest chargeable
on instalments which have fallen due
should be equivalent to the rate of in-
terest of a first class bank. ’

As regards appeal, reference could
be made to the High Court or the Sup-
reme Court against an assessment by
the Board but the man against whom
the assessment is made will have to
pay the amount of the assessment
at once notwithstanding his appeal
to the High Court or the Supreme
Court. I know that in the matter of
income-tax there have been real cases
of hardship when a person has bcen
ossessed for very much higher sums
and then to file an appeal, he has to
deposit 124 per cent. in advance and
then only an appeal can lie. Some
people feel difficulty in paying that
money in advance. But here the pro-

vision actually is that, when an
assessment  is made whether it
is good. bad or indifferent, you

will have to pay it then and then only
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yau can make a reference or the Board
makes a reference to the High Court
or Supreme Court. I think that ths
will work hardship. Here again the
High Court and the Supreme Courl
should be given authority tc go 1into
a case and if they are satisfied that
there is a case where the payment
should be deferred or should be stayed
until the disposal of the case, then
they should have the power 1o do so.

Sir, I have given notice of certain
amendments and I do not want to
speak on those amendments now,
because I will have an opportunity to
speak on them later on. In the end,
Sir, I assure you thst I like this step
of the Government. We do not always
oppose them for the mere sake of
opposition. We support them if then
measures are for the good of the
people and oppose them only when
their measures are bad.

{Tue Vice-CHalkMaN (Smrr B. C.
Gaose) in the Chair.]}

Surr B. M. GUPTE (Bombay): Sir,
1 éongratulate the Finance Minister on
having accomplished a task which has
been hanging fire for so many yeuars
and which defied the attempts of two
of his predecessors. The Bill is wel-~
come no doubt, though it is not revolu-
tionary. That Ceylon and Pakistan
should have preceded us in this matter
clearly shows that the Bill has cume
none too early. It is in line with the
policy adopted all over the progres-
sive world; the policy of taking from
the haves and spending for the have-
nots. Even the Conservative Govern-
ment in England, a government which
represents vested interests and the
privileged classes, even that Govern-
ment has been compelled to adopt this
policy, and iherefore this Bill is in no
sense revolutionary. Though, it is
not reveolutionary it cannot be denied
that it gave rise to feelings of wide-
spread apprehensions in the minds ot
those who were likely to be affected
by it. 1 think this was due to the ea-
aggerated claims that were made on
behalf of this measure. It was claimed
that like death, the death duty will
be a great leveller. Of course, it is not
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likely to do this, and I am glad that
tae FKinance Minister himself is very
modest in his claims. He says tnat
1t 1s only a step in the direction of
reducing inequalities, and that 1s a
correct estimace.

I cannot say what will be the impact
of this Bill on the middle classes, it
1s too early to judge it today. 1 am
prepared to admit like the }inance
Minister that one must have some ex-
perience at the working of the measure,
but I am afraid perhaps it may have
some eifect on the middle-classes which
are already in very sad plight. The
duty may accelerate the process of dis-
integration but it cannot be helped.
Estate Duty or no estate duty I don’t
think they can be saved. They are
gradually beng carried to thei: in-
exorable doom of forming a new class,
the new poor. So it is no use wast-
ing our tears over what is inevitable
and moreover I am not quite sure
today whether that effect will be
there.

With regard to the Bill itself, of
course, it has been discussed threadbare
in the other House and I don’t propose
to raise all those points here again.
Even if new points are raised I don’t
think any useful purpose will be
served because as has been already
pointed out, the other House is to be
adjourned and there is no chance of
any point being accepted here. There-
fore, I would consider it more worth
while to speak more about the
administration than about the Bill it-
self. But even then, in spite of all
this discouraging atmosphere, I am
tempted to make one suggestion or
repeat the suggestion as amendments
may have been moved in the other
House—that is about raising the
exemption level of insurance from
Rs. 5,000 to Rs. 10.000. In our coun-
try insurance has still to make much
headway. LEven on that ground this
raising of the limit is urged to be
correct. But I gshall support it on
another ground. Most of the old sour-
ces which financed the public debt,
public loans—the merchants, merchant
princes and so on—all those sources
have dried up. One need not enter
into their reasons but the fact must
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wi[Shri B. M. Gupta.]

be faced that those sources have dried
up and we have to rely more and more
upon institutional savings. And there-
fore I submit that from that point of
view, insurance should be encouraged
and raiising of that limit would be
helpful in that direction.

Even before turning to the point
about administration, I would like to
refer to one suggestion made by my
friend, Shri Ghose. He said that this
fund should be utilized for the amor-
tisation of the debts of The States,
debts which they owe to the Centre.
This policy would be like the attitude
of the old Sowkars of this country,
who even at the time of advancing the
loan, deduct the interest for one year
and the first instalment and so on. I
think at this time the policy of the
Centre and the States should be con-
cenfrated upon spending. The guestion
of repayment should not be raised
now. Let us go on spending and ful-
fil the plan. If any State defaults later
on, the Centre will have ample oppor-
tunities and ample powers to recover
those loans. That question should not
be raised now and the money that is
due to the States should be given tu
them and the development plans
should be accelerated.

I shall now turn to the administra-
tlon of the Act itself because even
harsh measures can be softened by pro-
per administration and I am glad the
hon. Finance Minister has promised in
the other House that he will
issue some pamphlets about
this Bill in very simple lan-
guage. The language of the Bill is
too complex and complicated even for
lawyers to understand and it would be
much more difficult for an ordinary
common man to understand. There-
fore that step is in the right direction.
But I would go further and suggest to
the hon. Finance Minister that Public
Relations Officers should be appointed
and they should be there to advise
and help all the assessees. Mere issu-
ing of pamphlets will not be of much
use. I don’t know whether they have
gppointed these Public Relations Offi-
cers in the Income-tax Department but
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if they are appointed, then similar
Public Relations Officers with regards
to the estate duty should also be ap-
pointed to help the assessees. Even
more important than that is the atti-
tude of the staff, the Controller and
the subordinate staff. [ would very
earnestly impress upon the Finance
Minister that we should profit by the
experience of the working of the In-
come-tax Act. That experience has
not been very happy. No doubts things
have changed and are changing
but we should not start the old process
again and go through the experience
again. We know the experience of
discourtesy and harassment. We should
start with greater sympathy in this
matter because the class of assessees
that would come to the office of the
Controller would be in a different
mood. It must be remembered that
they would come in a sorrowful mind
with the grief of bereavement fresh
in their hearts and therefore they have
to be treated more sympathetically and
with greater tact. I would therefore
urge on the hon. Finance Minister that
he should make every attempt to infuse
the right spirit in the hearts of his
staff and if he attains success in this,
I am sure, he will have done a great
service to those assessees and also to
the country. As I said before even a
harsh Act may be softened by sympa-
thetic administration—and therfore I
would earnestly request the hon.
Finance Minister to impress upon the
staff that this Act should be adminis-
tered in the proper spirit.

With these words, I support the Bill.
Kywaja INAIT ULLAH:
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“some thing is bettter (ya
S o g2 &S than nothing”
- o S Sy

[For English translation, see Ap-
pendix V, Annexure No. 103.]

Surt M. S. RANAWAT: Mr. Vice-
Chairman, Sir, as a matter of fact I
only want to bring one thing which
probably would have been better i
it were brought in the form of an
amendment to the particular clause
of the Bill later. I bring it to the
notice of the hon. Finance Minister
now because he may have time to
think ever what I say and accept my
amendment when the time for it
comes.

In clause 64, in sub-clause (10) they
have made a provision like this, “Pro-
vided that in the case of Part C States
“High Court” means in relation to
Ajmer and Vindhya Pradesh, the High
Court at Allahabad. Probably in the
Finance Department or in the Legal
Department they have no geographical
idea of the situation of Ajmer and
they must have thought that Ajmer
must be somewhat near about Vindhya
Pradesh. The other day some 10
lawyers from Ajmer met me and told
me that they found it very annoying
that the people of Ajmer should have
to go to Allahabad which even
with the best of their efforts will
take them at least two days' journey,
and it will be a difficult place. It is
all right for Vindhya Pradesh which
is near Allahabad but Ajmer is far
away from Allahabad. They could
have easily put the Rajasthan High
Court in place of Allahabad High
Court. I do not know if any Govern-
ment department thinks that the
Rajasthan High Court is not good
enough. If this be the feeling, well,
I have nothing to say about it. Al
High Court Judges are appointed by
the President under the Constitution
and I take it that they are all on the
same level, It will create a great difi-
culty for the Ajmer people including
the Vakils and the bar as a whole if
they are connected with the Allahabad
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[Shri M. S. Ranawat.]

High Court. Why Allahabad? It
amounts to the same thing if for
Allahabad you put Bombay or Calcutta
or even Madras. I cannot understand
any logic in putting Allahabad High
Court for Ajmer. I shall later on be
bringing in an amendment o clause 64
in this respect. Allahabad- will not be
convenient to the five lakh people of
Ajmer.

Having said that much, Sir, I do not
propose to speak on the merits of thls

Bill because the Bill has probably the’

support of almost every patriotle man
who wants to tax the wealthy where-
ever possible. Fundamentally there
cannot be much objection to 1t but
my apprehension is how the Finance
Department or the Finance Minlster or
for the matter of that this Government
will be able to translate these desires
into action. At the present momen
our experience of the Government IS
very sad and when the present machi-
nery is corrupt and there is so much
nepotism 1 think this might make an-
other trouble. People have sald a lot
of things against Government. But
for my part I know that things have
definitely changed after the present
Finance Minister took charge. e has
been able to inspire the confidence of
the people. Before that in the preced-
ing five years people had reasons tw
suspect the activities of even the offi-
cers at the highest level not to speak
of the officers at the bottom. It will
be the officers 2t the lowest level that
the people will have to face and I am
very very doubtful, with the present
machinery, whether this Government
will be able to do anything really up
to the mark. I have my experience
in respect of the collection of the excise
duty on tobacco and I know that it is
being collected only from the poorest
people and they are the sufferers. In
this Bill probably the rich people alone
will be squeezed. Let us wait and
see.

My feeling is that the present Party
in pewer is bringing in a lot of things
just to say “that we are bringing into
force all laws which are considered in

f
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the modern world as uptodate.” We
are modernising definitely on paper
but every day we are going farther
and farther away from the realitles of
life and every day the machinery is
becomling cumbrous. That perhaps is
the feeling of almost every man and
even my best friends on the Govern-
ment Benches in their daily life feel
that it 1s true and unless you are able
to make a strong and efficient adminis-
trative machinery and a reliable service
machinery from the Towest to the
highest, the problem will go on multi-
plying and you will give way to those
whom you want to avoid. What our
fiscal policy is and what our taxation
policy is, one does not know. Is it
on a capitalist pattern or a soclalist
pattern or a communist ‘pattern? No-
body clearly knows what it is. There ~
are examples where the capitallsts at
certain times influenced the affairs of
the State in their favour. 1f we did
things in a haphazard manner it will
nhot bring us the desired results.

I may tell my friend who was very
anxtous to know why the first Rs.
50,000 was exempted. My feeling is
that there was a deslre at a certaln
level among the partles In power and
they perhaps pressed for the exemption
of the first 50,000. Perhaps they have
some grouse against the people who
are having more to eat, like the Zamin-
dars or the Sowkars and the other
moneyed people. But they forget that
my friends who are now holding offi-
ces are frying to get property through
all kinds of influences and probably ,
they think that they will not be able to-
earn more than a lakh of rupees In
their office tenure out of which the
first 50,000 will be exempted and the,
next 50,000 will be subject to a duty
of only 5 per cent. Is that the reason
that they want not to tax people with
Rs. 50,0007 Don’t forget that they
would also have to come to the same
level and I believe that it would have
been certainly better if you had not
kept such an exemption because it
would then not only rope in the people
who are considered rich by their past
earnings but those who have become
rich aftey 1947, But it has given them
a very good chance......
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Tue VICE-CHAIRMAN (SHsr B. C.
GHOSE): Mr. Ranawat, will you take
more time?

Smrr M. S. RANAWAT: I do not |
think I have got much to say. ‘

THe VICE-CHAIRMAN (Smrt B. C.
GHoOSE) : Any way, you continue in the
"afternoon.

MESSAGE FROM THE HOUSE OF
THE PEOPLE

|
|
THE AprPrOPRIATION (No. 4) B, 1953 [
|

THE SECRETARY: I have to re-
port to the [
message received from the House of '
the People signed by the Secretary to l

the House: —

Council the following

“In accordance with the provi-
sions of Rule 115 of the Rules of
Procedure and Conduct of Busi-
ness in the House of the People, 1
am directed to enclose herewith a
copy of the Appropriation (No. 4)
Bill, 1953, which has been passed
by the House at its sitting held on &
the 15th September 1953. i

|

The Speaker has certified that the
Bill is a Money Bill within the
meaning of article 110 of the Cons~
titution of India.” ‘

Sir, I lay the Bill on the Table.

The Council then adjourn-
ed till four of the clock. {

The Council reassembled at four of
the clock, MR. DEpury CHAIRMAN in
the Chair.

Sarr M. S. RANAWAT: Mr. Deputy
Chairman, Sir, I was dealing, when
the House rose this morning, with |
clause 64 under which ‘High Court’ in |
relation to Part C Ajmer State meant
the High Court at Allahabad. i

Another thing about which I am
rather apprehensive-—~which is not an )
objection in the law but my experi-
ence in the past few years of the
-administration of the country makes
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me feel—is this, and I feel I am
justified in being a little bit nervous
about the valuation officer who is
going to be the Controller. It is this
man on whose efficiency, on whose
honesty and on whose working will
depend the success or I should say,
the reputation of the whole of this
measure. It is some relief that this
is being taken up by the Central
Government. Therefore, there may be
a chance of the officers taking a little
bit dispassionate view; but so far as
I know of my State of Rajasthan and
for that matter all Part B States, I
am doubtful whether he will actual-
ly be able to come {0 such a level of
efficiency. These States have been
coming out of their medieval past; for
the past five hundred years there have
been constant fights amongst them,
they have been encountering various '
raids on their territories, and they
have, therefore, developed their places
as self-protection centres. People
have built forts and fortresses costing
lakhs and lakhs of rupees. Now if
you take stock of this wealth, this is
worth nothing. A man who is in
possession of a fort, costing probably
tep lakhs of rupees, is not worth any-
thing now, the fort has no sale value
at all. Nobody will take it even for

a rent of Rs. 5 a month. A man keep-
ing it does not propose to have a new
building because it will cost him
fresh investments. A property worth
Rs. 10 lakhs, is now reduced to Rs. 5
to Rs. 500 in the open market. The
market value of house property has
been reduced so much. We will have
a whole team of ‘karyakartas’, who
will like to blackmail these people.
They will say: How do you say this
fort which is worth Rs. 5 to 10 lakhs,
is now not even worth Rs. 5,000. So
strong nerves will be required for an
officer to get out of such insinuations.
With this background, we are so near
the change that there is bound to be
lot of local jealousy; the jealousy of
the political parties is too strong,
personal jealousies are still persist-
ing. So, I request the Finance Minis-
ter to see that he should use his very
best judgment or power of selection
to find out a large number of officers
who will be above board and whose



