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LEGISLATIVE ASSEMBLY. 

W8dnudsy, 18th November, 1931. 

The Assembly met in the Assembly Chamber of the Council HOUE'e at 
Eleven of the Clock, Mr. President in the Chair. 

QUESTIONS AND ANSWERS. 

GRIEVANCES OF HAMALS AT VICTORIA TlmMnros STATION. 

1356. *Rao Bahadnr B. L: PaW: (a) Referring to the answer to star-ted 
question No. 1146. dated 2nd October, 1931, will Government please state 
whether any communication has been received from the Agent, Great 
Indian Peninsula Railway, with regard to the bad plight of the hamaZ, 
working in the Victoria Terminus Station, Bombay, owing to the objection-
able methods of the contractor? 

(b) Are Government aware that the public are put to much inconvenience 
in that they are required to pay more to the licensed namats as they 
themselves are paying a considerable pp,rt of their income for getting their 
licence? 

(c) If so, what do Government propose to do in the matter? 
](r. A.. A.. L. Parsons: (a) and (b). No. 
(d) Does not arise. 

APPOINTMENT OF CARETAKER FOR THE SECRETARIAT AND CoUNOIL HOUSE 
IN NEW DELHI. 

1357 .• ](r. Badri La! Rastogi (on behalf of Mr. Bhuput Sing): (a) Is 
it a fact that there is a post of caretaker of the Council Chamber 
building and the Secretariat buildings at -·N ew Delhi? If so, is it a fact 
that one Mr. Palmer has been appointed in that post 1 

(b) Will Government be pleased to state whether he has been given 
free quarters; if so, why; and what is the rent of such quarters ~ Is it 
furnished and does he pay rent for furniture? 

(c) Will Government be pleased to state whether he has got any engi-
neering quaJifieation for being selected for the post? If not, will Gov-
ernment be pleased to state the reasons for appointing a man to this post 
without engineering experience? • 

(d) Are Government aware that questions have been . asked in the 
Legislative Assembly in the past as to why the posts of ca!"etakers of 
Government of In!lla buildings are reserved for Anglo-Indians? If so, what 
action did they tltie for appointing Indians to such posts? If no action 
has been taken, will they please state the reasons? 

(e) Is it a fact that before Mr. P'almer, there was another Anglo-Indian 
caretaker of the Chamber? Is it a fact that he used the Cliamber furni-
ture for his private use and for which he was shunted out of this post? 

( 2121 ) .... A. 



2122 LEGISLATIVE ASSEMBLY. [l8TH Nov. 1931-

(f) Will Government be pleased to state what action was taken against 
t,hat caretaker for this abuse of his powers.? I!i i~ 8 fact that he used. to 
loan out Council House furniture to his friends as well? 

The Honourable Sir .Joseph Bhore: (a) Yes; the appointment is not a. 
recent one. . . 

(b) Mr. Palmer is gliven free tmiJJnl.ished quarters consisting of lhree 
rooms on the second Boor of the Secretariat, North block. In the Cbbe of 
Caretakers, it i,s usual to give free quarters. The rent of the 'luarters. 
would work out to Rs. 546 per mensem if calculated on the total cost 
of the Secretariat buildings. 

(c) No. It is not considered necessary that the Car~taker of these 
buildings should possess any engineering quaijfi.cations. 

(d) Yes. No appointment has been made since the ques.tions were 
asked. 

(e) Yes. In reply to the second part and to (f), the Government have' 
no information. 

APPOINTMENT OF INDIANS TO POSTS OF SUPERINTENDENTS OF QUARTERS, 
ETC. 

1358. *lIi. Bhuput Sing: (a) Is it a fact that there is another Anglo-· 
Indian, Mr. Thomas, as Superintendent of Quarters in Old Delhi? 

(b) Is it a f/lct that there was one more Anglo-Indian Mr. DeKnox 
kI!.own a8 Furniture Supervisor? 

(c) Will Government be pleased to state why in any of these posts so' 
long no Indian has been appointed? 

The Honourable Sir .Joseph Bhore,: fja) There is no post of SupeJinten-
dent of Quarters in Old Delhi. Mr. Thomas is Caretaker r:of the Sucreta-
riat buildings in Old Delhi, aud is also in charge of other worlo elsewhere. 

(b) Mr. deKnock, who is a European, is at present temporarilJ em-
ployed in assisting the Estate Officer. 

(c) I would refer my Honourable friend to the reply which I have just 
given to question No. 1357 (d). 

PAY OJ' CARETAKERS AND ALLEGATIONS AGAINST MR. P A.LM:B:R. 

1359. *)[r. Jlhuput Sing: (a) ke Government aware of the mal-treat-
ment of the i~ferior servants by Mr. Palmer, caretaker of the Council 
Chamber building at New Delhi? If not, do Government propose to in-
quire into the matter? If not, why not? 

(b) What is the' pay of the posts of Mr. Palmer, Mr .. Thomas, and 
Mr. DeKnox and the len~h of Government service of each of them? 

The 'Honourable Sir .Joseph Bhore: (a) No. lam not prepared to make 
an. enquiry of a general DQtu~e, but will. be glad to ~nquire into any speci-
fic case if my Honourable friend can gIve me detaIls. 

(b) 
Y. M. Pay Rs. 

Mr. E. Palmer- service () 8 345 
}t~ J. E. Thomas-- " 8 3 3!iO 
.r. W: C .deT{nock:-:- .. 6 7 230 
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~ IN; TIDII OO:QlD FACroBT AT ABAVAliIADUo 

I~ •• .,. Jt.~. ":QampaD: Will Govemmeat'bapleued tG state: 

(a) what. is the extent of further. ret!enchment p~posed in .the 
Cordite Factory at Aravankadu; 

(b) whether and, if so, to what extent, it is proposed to make the 
superior stall bear the burde&l of retrenchment; 

(0) whether in sending awa.y men, a.ny attempts have been made to 
secure voluntaryretirementls by offer of gratuities; 

(d) whether it is a fact that 41 men in the prime of life, who have 
~ut in service of 15 to 20 years, have been given notice while 
old men on the verge of retirement have been retained; 

(e) whether the alternative method of closing down the shorA "n 
alternate Saturdays suggested by the Union waR examined 
and, if 80. why it was not adopted; and 

(f) whether Government are prepared to advise the Sllperintenden) 
to discuss with the Union's representative the most feasible 
and practicable method oJf retrenchment, so 88 to oause the 
least heart-burning to the men who have 80 far- worked loyally 
and faithfully? 

Mr. G. II. Yowag: (a) About· 61 men, who will be discharged on the 
1st December. , 

(b) The. management staff and the non-gazetted staff will be reduced 
by 25 per cent. 

(0) The Superintendent of the Factory is being mstruct.ed to call for 
voluntary retirements. Gratuities will be admissible under ~he exISt. 
rules. 

(d) I have called fOlf full particulars, and will commuwcate wit.h the 
Honourable Member when they are recBlived. 

(e) Yes, The aoJternative method WBS not adopted because, wit.h the 
prospective cut in wages, it would entail 80 double loss in earnings. 

(f) The Superintendent of the Factory has a~eady consulted the Union 
on this point. 

:Mr. It, P. Thampan: May I ask whether Government cannot declde to 
what extent retrenchment should be effected in the Cordite Faetorv a~ 
Aravankadu'and then proceed directly without making rJtrenelui:tenta 
little by little in a piecemeal manner? 

:Mr. G ... Young: I do not think that there will be any further mstal-
ment of reduction. I regret it has had to be done in two instalrn.eD~ 
instead of one. . 

Mr. It. P. 'l."h'linpan: May I take it that there wiil be DO further ra-
trenchment? . 

K.r. 0: ••• Young: I have. just Raid that I do not thi** that there wi 
be any further instalment of reduction. . 

A2 
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APPOINTJONT 011' CoN'l'BOLLBBS ON TO NoliTa WBSTJaBNR.uLWAY. 

1361. ·Kr. Lalchand BavaUat: (a) Will Government be' pleased to 
state if it is a fact that when the railway control system was introduced 
employees were selected from among the chosen Station Masters, Assist-
ant Station Masters, Guards and Yard Foremen? 

(b) Were they appointed as Assistant Controllers after they qualified 
themselves by passing the examination prescribed for the purpose? 

(10) Were they appointed in the grade of Re. 800-10-3501 
(d) Is it a fact that protests were made by other senior Station Masters 

and Assistant Station Masters against their supersession by the appoint-
ment of these Controllers 1 

(e) Is it a fact that they were told by the railway authorities that 
the Controllers were specially suited for the purpose? 

(f) Is it a fact that 51 Controll~rs were actually confirmed? 

Mr. A. A. L. PanoDJ: I am obtaining information from the Agent, 
North Western Railway, and will communicate with the Honourable 
Member on its receipt. 

Kr. Lalchand Bavalrai: wm the answer be placed on the table in the 
House, when the information is received? 

Mr. A. A. L. P8l8OI18: I shall send the Honourable Member a letter, 
snd a copy of that letter will be placed as usual in the Library. 

ApPOINTIrIBNT Oll' CONTBOLLBBS ON THB NOBTH WBSTBRN RAILWAY. 

1362. ·Kr. Lalchand :NavaJra1: (a) Is it a fact that three grades were 
created in the cadre of Assistant Controllers on the North Western Rail-
way on the 14th September, 1929 t 

(b) Is it a fact that confirmation orders of 51 Assistant Controllers of 
the North Western Railway, which were issued on the 1st Jllnuary, 1931, 
were subsequently cancelled on 9th September, 1931? .. 
. (0) Is it a fact that these 51 Assistant Controllers were Kept on proD a-
tion for a period of three to four year9 prior to their confirmation and that, 
their work was quite satisfactory? 

(d) Will Government be pleased to state if tnere is any rule or regula-
tion under which confirmation of a Government servant can be withdrawn 
without proving him to be unfit? 

(e) Is it a fact that these Assistant Controllers were officiating in the 
grade in which they were confirmed and was it the Agent of the North 
Western Railway who accorded his sanction to their being taken in the 
highest of the three grades, viz., Rs. 300-10-350? 
. (f) Will Government be ple'ased to state if it is a fact that these 51 
Controllers moved the railway authorities to reconsider their case and 
set aside the orders of withdrawal of their confirmation; if so, what ordel'!l 
-have been passed thereon? If they ha.ve not been reconfirmed, will Gov, 
ernment be pleased to state full reasons for the same? 

. (g) Is it a fact that the railway authorities now contemplate fitting 
these 51 Controllers in the three grades according to the substantive appoint-
ment they held prior to their appointment as Controllers? 
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(h) Will not this process have the effect of putting the European and 
Anglo-Indian Controllers into higher grades and the Indian Controllers m 
the lower grades' c-

(i) Are Government prepared to confirm all these 51 Controllers in the 
bighest grade in which they are working at present? 

lIr. A. A. L. PaUODl: As regards part (d) of his question the Hon-
ourable Member is referred to the reply given to Mr. S. G. Jog's ques-
tion No. 1291 on 13th November, 1931. "-

As regards the remainder of the Honourable Member's question, I am 
obta,ining information from the Agent, North Western Rai1way, nnd will 
communicate with the Honourable Member on its receipt. 

Mr. :wJchand lfavalrai: Is the Honourable Member aware that undeJ: 
Fundamental Rule No. 15 a Govermilent servant shaH not, save in cases 
of ineffic;iency or misbehaviour, be transferred to a post substantIally 
carrying less pay than his relative position in the cadre of t.he service to 
which he belonged would justify? 

Mr. A. A. L. Parsous: In effect that was the substance of tho reply 
which I gave to Mr. Jog's question. 

INDIAN Loco. FOREMEN, ETC., ON THE NORTH WESTERN RAILWAY. 
1363. ·lIr. 'Lalchand Bavalrai: Will Government be pleased to state 

how many Indians, with their respective denomination, there are on the 
North Western Railway who are working as Loco. Foremen, c.()nfirmed 
Traffic Inspectors, Deputy Chief Controllers, and Chief Controllers? 

1Ir. A. A. L. Parsons: The available information is given in the North 
Western Railway Classified List of Subordinate Staff, a ClOpy of which ia 
in the Library. 

GUARDS APPOINTED ON THE CoN'IBOL SYSTEM OF THE NORTH WESTERN 
RAILWAY. 

J364. ·lIIr. :wJchand lfavalral: (a) Will Government be pleased to 
state if the guards who have been taken on the control system of the 
North Western Railway have passed the Station Masters' examination 
and have ever worked as Stntion Masters before the control system was 
instituted on the North Western Railway? 

(b) Will Government be pleased to state their names 7 
(c) If the answer to part (a) be in the negative, will Government be 

pleased to state, with reference to my starred question No. 160~ dated 
the 10th September, 1931, as to whether the duties of the Station Mus-
ters are not difierent from those of guards, and whether the control system 
falls within the usual duties of Station Masters and not of gu3rdS? 

Mr. A. A. L. Parsons: (a) and (c). I have called for certain informa-
tion from the AgllfLl;,· North Western Railway, and will communicate with 
the Honourable Member on its receipt. 

(b) The Honourable Member's, attention is drawn to my answers to bis 
supplementary questions to question No. 63 asked on the 9th September, 
1931. 
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TIll: GoVBBNiDCNT EPIGRAPHIST. 

1365. *Pandit Satyendra !Jath Sen (on behalf of Mr. S. C. Sen): (a) Is 
it a fact that the General Purposes Retrenchment Committee has recom· 
inend~d that the Government Epigraphist for India. should be at the head-
qua.rters of the Archeological Survey? 

(b) Is it not a fa.ct tha.this main work is concerned with the North 
lndian inscriptions? 

(c) What are the reasons for continuing the haid office or its head at 
Ootacamund any longer? 

(d) Do Government propose to take immediate steps to move tbe said 
office to the hesdquvters of the Archmological Survey? 

(e) Will Government please state who is the present incumbent of this 
post and what is the length of his service? 

(f) If his length of service extends to more than 25 years, do Govera-
ment in pursuance of its retrenchment policy and the recommendation of 
the Retrenchment Committee and in the interests of economy pt'opose to 
ask the present incumbent to retire? 

(g) If Government do not desire to observe thisgeneial policy in this 
particular case, are there any special reasons for it? . 

Sir Prank !Joyce: (a) Yes. 
(b) The Government. Epigraphist supervises all epigraphicd work ex· 

cept that in connection with Moslem inscriptions. • 
(e) and (d). The question of moving the headquarters of the Govern-

ment Epigraphist from Ootaca.mund has been considered, but effect could 
not be given to the proposal owing to the difficulty of finding accommoaa· 
tion at the headquarters of the Governmbnt of India. 

(e) Dr. Hiranundn Sha.stri. He has put in 28 years' service. 
(f) and (g). No. The Genera.l Purposes Sub-Committee of the Retrench-

ment Advisory Committee did not recorrfrnend tha.t the present. incumben~ 
should be retired. On the contrary, it recommended tha.t .Rs. 13,000 
should be ndded to the reduced Budget of the Department, for which they 
suggested a figure of Rs. lOt lakhs until such t.ime as the Erigraphist reo 
tires or goes on leave preparatory to retirement. 

EMPLOYMENT OF Two MEMBERS OF THE LEGISLATURE ON THE ORISSA. 
BOUNDARY CoMHl'rrEB. 

1366. -:Mr. S. G • .Jog: (a) Is it " fact that the Orissa Bounda.ry Com-
mittee will ha.ve its sitting during the Assembly sessions '1 

(b) Is it a. fact that one of the Members of the Assembly and -a.I80 
6 Member of the Council of State a.re working on tha.t Committee? 

(e) Are Government prepared to take steps' to see thaf the Orissa 
Committee starts its work after the Assembly sessions? 

(d) Do Government propose to facilitate the I\tteJidance of th~ two 
members for giving their vote'J on the Supplementary Finance Bill when 
it comt's for voting '1 

The J[onourable Sir .Jamea Omar: (a) The Chairman vf the Orisss 
130undary Committee assumed office on the 31st of Octob~r: it is under-
stood that rie has summoned the Committee to afilsemble at Patna. 
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(b) Yes. 
(c) and (d). It is for the Chairman and the Members of the Committee 

to arrange their procedure with reference to their inquiry and the proper 
method of handling it. If the Members desire to attend in lJel1ii dunng 
the current month they will no doubt suggest to the Chairman that the 
business of the Committee should be arranged accordingly. uovernment 
see no necessity to take any steps in advance of any arrangements tIte 
Cdmmittee may approve, but this question and my reply WIll be com-
municated to the Chairman. 

'THE INDIAN FIN'ANCE (SUPPLEMENTARY AND EXTENDING) 
BILL-contd. 

1Il'. 1'reaident.: Furthpr consideration of the Finance Bill. 
Sir Abdur Rahim (Calcutta and Suburbs: Muhammadan l '-rban): Sir, 

the Honourable the :Finance Member and the Government generally are 
anxious that the Budget should be balanced, and we are Considering how 
it should be done. 

In the first place, our difficulty is that we have no Budget before us at 
J!.ll which is to be balanced. The main question which the .douse has neen 
considering is whether the expenditure should be reduced to an extent 
which would enable the Honourable the :Finance Member to balance his 
next Budget, vI whether there should be further taxation. WI at is ilie 
state of public opinion in the country in this matter? There cannot be the 
slightest doubt that. Indian public opinion is entirely against the scheme 
of further taxation. So far as I have been able to follow the Anglo-Indian 
newspapers, the Anglo-Indian public opinion is also to the same eHect. 
We know that the Madras Chamber of Commerce, the Punjab Chamber 
of Commerce, and I believe also the United Provinces Chamber of Com-
merce, have pllssed resolutions to the effect that the expenditure of the 
Government of Indio. should be. sufficientl" reduced in order that Govern-
ment may carryon without any further p'roposals for taxation. But, Sir, 
how is that public opinion refieeted in the House itself? I was verv much 
surprised to find that the British group in the Assembly have not conform-
ed to the state of public opinion among the European community outside 
this House. We have heard criticisms from that group 0f the financial 
proposals, but when it comes to voting they always go into the Govern-
ment lobby. The question we are now dealing with is whfther this 25 
per cent. increase in the income-tax should be allowed or not. A" is ad-
mitted by the Government, the number of indiv:iduals who have to pay 
income-t~x is. extremely limited. I believe it does not amount tc more 
than 300,000 men. If that be so, this increase of 25 per cent. in income-
tax must mean necessarilv considerable hardship to this limited class. 
IncQllle-tax is also paid by another class of men, that is those who are 
in the employ of Government, the oflicials, but we are told by the Hon-
ourable the Finance Member that they will not have to pay this surcharge 
at aB, ~at ist~y,the ten per cent. cut which hepropOfles would ~afe 
allowance for thlS increased tax. The result of that would be that they 
will have to pay only about 6 per cent. out of thedr salariei as 8 ~ontrbu­
tionto the present state of the finances. If that was what they mtended 
I think the most straightforwaro and the best course for the Govemmenf 
~as undoubtedly to say we shA.ll make a cut of six per cent. in the salAries 
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of .Government '~fficials and not ten per cent. Why mislead the public in 
thIs way? BesIdes the proposal must have mischlievoU8 effects. The 
officials form the Government in thill country. It is an 'lfficial Govern-
ment. If they are exempted from. a tax which others have to pay, whal 
would be the natural effect? They will not exercise that scrutiny and thai! 
vigilance over public finance which they are expected to do. It is a bad 
policy indeed that the Government have adopted this time. On the other 
hand the proper course for the Honourable the Finance Member wa2 to 
say, "We shall cut the sal¢es of Government officials to the extent of 
six per cent. and not ten per cent." The net result is that it is only 
this limited class, minus the Government officials, that will suffer. The 
agriculturists and the landlords are exempted. Therefore, only the busi-
ness people will suffer. There would be a tax only on men carrying on 
business, the traders and the merchants. Now, we all know. as we have 
been told repeatedly, that the trade returns have been·. declining, hoth 
export and import,-not within the last six months but within the last 
three years, s.ince 1928-29. That is to say, business generally has been 
declining. Now the proposal that is made for a 25 per cent. surcharge in 
income-tax must injuriously affect the business of the country. and it is 
upon the export and import of the country that the wealth of the country 
depends. You are going to diminish the resources of the country altoge-
ther. The taxes are already so heavy that thas surcharge will proct~cally 
mean destruction of capital. If capitul is going to be destroyed in this 
way. how is the (,ountry to balance its Budget at all? You are cutting at 
the root of the resources of the country altogether. An fJ,ppeal has been 
made time after time to the agriculturist representatives in this Assembly. 
It is all very well for those who represent the agricultural interests to think 
that they are exempt and therefore they can pass this proposal with a 
light heart, but from the way the Government have been going on year 
after year, piling on tax after tax flnd broadening the bage of taxation as 
it is called, do my agriculturist friends in the Assembly really think for. 
one moment that they are going to remain exempt for long? Their pockets 
win be reached as soon as it becomes advisable for the HonoUl'lible. the 
Finance Member to levy further taxation. We have been ad"lsed thr.t the 
room for further taxation is now extremely limited and there is hardly any 
left. Some four or five small minor items, we are advised, have heen left 
for further taxation. If that be so, ~t must be the turn of the agricul-
turist and the landlord next time. Therefore it is time for those who re-
present the agriculturist interests in the House to join with othe!'8 in re-
sisting this further taxation. The country as a whole cannot bear any fur .. 
ther burdens, and it is necessary for all interests to combine and throw 
out proposals of this character. This habit of taxation seems. to be grow-
ing on the Government from day to day and is an appet,ite which grows 
with feeding: it is time that the Government put a stop t.t: the tendency 
of piling on taxat:on after taxation on the country. Sir, the British Gr~up­
claim that they are right in supporting the Government on this OlleaSlon 
though they are making· a great sacrifice. They no doubt represont· very 
large business interests in the country, and they ,will suffer to a large extent. 
But whv are they sacrific:ng their own interilsts and the interests> of the 
country "'at 1 ,,~~P f That is the .question which they, I submit. have got. ~o 
answer for themselves. Is it because they must support Government In-
every poss.ible measure? 
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Kr. Arthur ][oore (Bengal: European): The Honourable Member will 
recollect that we did oppose the Government on the income-tax last l\larch, 
when there was no n~tional emergency. 

Sir Abdur B.a.bJm.: What happened last March. I am perfectly aware of. 
The result was that Government accepted very moderate deductions from 
their proposals. Otherwise, if the British Group had stood shoulder to 
shoulder with us, they would have accepted further reductIons in their 
taxation proposals. What was the attitude of the Governmeilt last 
March? I believe they were prepared only to go to the extent of 1 crore 
35 lakhs. We asked for reduction to the extent of 3 cror'3s. The figure 
which the Government accepted was the figure supplied to them by the 
proposals of the British Group I Now What is the attitude of the Govern-
ment to-day? I say that we on this side of the House were right. We 
were extremely moderate last March, but the Government ihought at the 
time that they could not possibly balance the Budget except with the help 
of the figure which they gave. But what has happened now? They them-
selves have accepted proposals for reduction to . the extent of about seven 
crores. There is stiU a further field for retrenchment, which ;f! unexplored. 
The point is why do we find on this occasion, as on other occasions, that 
the Honourable Members of the British Group must support the Govern-
ment? Weare told that we on this side of the House are too prone to 
criticize. I say it is our business to criticise the Government proposals 
and to guide them in the light of public opinion; that is the function 
which we have to perform, and to perform which we have been sent; by our 
constituencies. to this Assembly. I say, Sir, if we fa~l to perform tha~ duty, 
we should fail to perform the primary function which has been assigned 
to the elected Members of this Assembly. If the Government's action 
was always right. if the Government were perfect, then in that case there 
was DO necessity for th~ Government of India Act to provide for the elec-
tion of Members by the country. Our function is to show to the Govern-. 
ment that their proposals, their measures, their administrative fk~ts in 
certain respects are not in accordance ~th public opinion or the needF- of 
the country. Sir, if any group of Honourable Members consider it their 
duty to go into the Government Lobby on every occasion, or say· on 99·9 
per cent. of the occasions, then in that case I say they are violating the 
spirit of the constitution. I say without the least hesitation that it is no. 
in accordance with the spirit of the constitution, that any group of Mem-
bers should consider it their duty to sUpPQrt Government at ever." step 
and on every occasion. 

Sir Abdullah Suhrawardy (Burdwan and Presidency Divisions: 
Muhammadan Rural): Even it the Government were in th~ right? 

Sir Abdul B.ahim: If Government were always right, then there would 
not have been any necessity for this Assembly to exist. It is because the 
Government are liable to err, like any other human institution, that this 
Assembly has been constituted: and if any section of this ASRembly thinks 
that the Government are always in the right, then I say that those 
gentlemen have ~,business to sit here at aU. We, on the other hand, 
do not indiscriminately oppose the Govemment in season and out of 
season. We allow measure after measure to be passed at every session 
Without any question whatsoever; but, when we do find that measures 
are passed which we think are injurious to the interests of the country, 
We consider it our duty to point that out to the Government and to vote 
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against their proposals. Sir, the stand that we have taken is this, there 
should be no further taxation; that the Government's Budget ought to be 
.prepared on the basis of the pre-war scale of expenditure, and, if thilt is 
,done,. then, in that case, there is no necessity whatever for any increased 
taxatIOn. If y<:,u take the pre-war Budget, for instance the Budget of 
1913-1~, you will find that If the Government regulated their expenditure 
accordmg to that Budget, there would not only be no necessitv for 
increased taxation, but it would leave a considerable surplus in "their 
hands. Since 1913-14 many important subjects have been provincialized, 
and some of them transferred entirely to the charge of Ministers. Yet 
what do we find ? We find there has been u rise in expenditure from day 
:f? day, from year to year. What .is there, Sir, to ,show for it? Very 
little. I am perfectly aware that SInce 1920-21 this Assembly and the 
,Council of State have come into being, but that only accounts for Rs. 10 
lakhs of expenditure or a little less. The general growth, however. has 
been by crores. What is there to account for it? India has not gone 
~ war; she hilS not got the power to go to war with any Power. What, 
I ask, has been done to increase the wealth of the country or even to 
.promote peace ana contentment and prosperity and well:being in the land? 
The growth of expenditure in this phenomenal manner, of this extraordi-
nary character, could only be justified if it tends to increase the wealth 
Qf the country and tends to increase peace in -the country and prosperity, 
well-being and contentment of the people. Can Government say tha~ 
either of these objects has been attained? The declining revenues refute 
at once any idea that the wealth uf the country has been increasing. 
And as regards peace and contentment, nobody is more conscious than 
Government themselves that political troubles and other troubles, due 
largely to economic causes, have been increasing in the land. We always 
find that Government are in the habit of taking credit for efficiency. How 
is that to be judged 1 I put it to Government tha.t it is not to be judged 
by the number of notes tha.t are written in the Secretariat nor by the 
character of those notes; but it is to be judged by the effects on the 
prosperity of the people, on the contentment and happiness of the people. 
Judged by that standard, has there been the 8lightest justification for this 
enormous growth of expenditure from year to year? I ii!hould like to know 
by what standard or on what principle can Government justify this 
growth of expenditure. We have been repeatedly told-it has been 
fiung at our faces-that the introduction of a democratic form of govern-
ment has been responc;ible for all this. Where is the democratic form 
of government, to begin with? No doubt this Assembly accounts ror a. 
certain amount of expenditure, but it is very little I!ompared to the 
increase that there has been all rolInd. What else iEt there to show' 
Then, are our proposals accepted and carried out't No. In every matter 
to which Government attach anv importance, if our proposals Rre a.gainst 
their policy, they have a very e'asy remedy,--certification. Bills. can. be 
passed by ceri.ification; financial measures can be passed by certIficatIOn; 
Ordinances can be passed without consulting the Assembly. Therefore, the 
less talk there is of popular government or democratic government having 
increased the expenditure of Govemtilent. the better. 

Sir, as ret!ards this psrticular proposal I agree with the ~onourabl. 
the Finance Member in this respect that you must take all hIS pro~osals 
together, &nd I say that there is no justification for the Finance BIll •• 
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-all. The whole of the money that is wanted can be had by· retrench-
ment. If you reduce your expenditure sufficiently,-and you can do so 
without injuring any interests of the Government at all,-you can easily 
balance the Budget without resort to iurther taxation. Then, Sir, I must 
also point out that if we Wel'e given the time, if the various retrenchment 
Sn-b':Committees were given the time, they could place in the hands of 
Government proposals which would justify all the remarks that we on this 
side have been malting. We know that the Retrenchment Committees 
only began their work at the beginning of July last. Then they had to 
suspl:'nd their sittings for the Simla Session. 'l'hey were perfectly pre-
pared to take Up their work much earlier, but the Government depart-
ments themselves were not prepared. If there has been any delay, I do put 
it confidently to the House that the delay was not due to the Retrenchment 
Committee at all. All the Retrenchment Sub-Committees did their besi; 
to help the Honourable the Finance Member, but it has to be remem-
bered that the Committees had to cover very wide fields, and unless 
they made their investigations into important details, it was not 
possible for them to arrive at any conclusions. If the Honour-
.able the Finance Member had given us sufficient time, we would have 
been able, before the next Budget was placed before this House, to place 
complete proposals before this House. In that case he would ha.ve been 
convinced that theIOe was room for a very large curtailment of expendi-
ture, large enough to satisfy all. But he has adopted a different course. 
Instead of doing that, he has brought forward this Finance Bill proposing 
very heavy taxation in all possible fonns. I have not yet been able to 
follow why there should have been such a hurry when the Budget was 
not ready and could not be made ready. We were told in general words 
that the credit of the country was at stake. Sir, I for one do not 8Ceept 
any such dictum. The credit of the country was not at stake in any 
way. There has been a decline in revenues, but was there no remedy for 
it? Could not Government wait till next February when they could bring 
forward their Budget and the country could know whether it was noi; 
possible to balance the Budget by retrenchment? Do Government wan~ 
us seriously to believe that by that time the credit of the country woul4 
have declined? Whv should there have been any notion on the pari of 
any country that Ind'ia was not able to balance her Budget? Sir, I must 
say that this hurry on the part of Government to bring forward this 
Finance Bill cannot be explained on that ground. If the Government 
were anxious to have all our proposals before the time for framing the 
Budget came they should have waited; and if they had only waited till 
February, they would have had all the inquiries completed by that time, 
and if at that time we could not make up the deficit and prove to the 
Government and to the country that there was no necessity for further 
taxation an~ that the Budget could be balanced by reduction of expendi-
ture, then Government would have been' perfectly justified in bringing 
forward any pro'(l08als for taxa.tion. Bui( not until then. I submit tha.t 
this proposal for further taxation is altogether untenable and that there 
srI' sped a] reasons why this surchltrgp. should be thrown out. 

Kl'. O. Broobt.WoU (Madras: European): Sir, on one uphappy occa-
siOn I made a pun in this House a.nd the ghost of that pun has haunted 
me ever lIince. I shoUld like to sa.y thBt in spe8kin~ today I am speaking 
in very real eRrnest, and I B180 wBnt to Say perfectly franklv that on this 
occasion our little family dt>es not quite see eye to eye. That happeni!l; 
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Sir, in the best of families, but it is always a little painful perhaps to 
face up to it. I want to say quite pla~ly that the. Bom~ay Chllm:be~ of 
Commerce, of which my Honourable fnend Mr. Gnffiths IS the prmClpal 
representative, the Chamber. of Commerce of Madras, and the Ch~ber 
of Commerce of Upper IndIa, represented by my Honourable friend 
Mr. RameaV' Scot~, have taken a strong line in respect of this portion of 
the Budgei'. Sir, we have had some observations about the duties of 
members of r-artics. W. S. Gilbert put it so well that I venture to quote 
him as being in point, though not quite in point. He said: 

"When in the House M. P.'s divide, 

If they be a brain and ce,.ebellum too, 

They have to leave that brain outside, 

And vote juSt as their leaders tell them to." 

Sir, with great respect, perhaps I cannot claim a brain, but I claim 
its little brother cerebellum and I note that the last two syllables are 
bellum, and I think that the war like diminutive is r.a.ther a .. strong one. 
And so I am goin~ to indicate as shortly as I can the reasons why I am 
unable to Ilgree, with great respect, with full knowledge and understanding. 
I hope, of the arguments both for a~d against. The Honourable the 
:Finance Member Dll!de a very pointed appeal to us to consider these pro-
posals not £ro1£\ a narrow party spirit but from the point of view of our 
honest int.ellects: I have tried to do so all through. Sir Joseph Bhore 
convinced me beyond any doubt, and I believe he convinced the intellects 
of a great number of other Members of this House, that the case as 
regards the Posts and Telegraphs was unassailable, and I voted with the 
Government on that question. Again, yesterday, on the lowering of the 
limit of incom£; for a~sessment of income-tax I had a great deal of sympathy 
with my Honourable friends here, but many points weighed with me,-
perhaps some were not aware of this-namely that an assessee Under this 
Bill, if it goes through finally in its present form, drawing a salary of 
Rs. 1,000 will only pay an income-tax of Re. 1-0-0 by virtue of section 17 
of the Incon:e .tax Act. and I doubt whether Government will go after the 
one rupee in the wilderness remembering the 999 elsewhere. Further on, 
I admit, the rate is 2 per cent. But, Sir, there comes a point when, 
although you see the force of the argument on the one side, you feel 
unable to resist the force of the argument on the other side. Weare not 
today in the pORition of an advocate but rather in the position practically 
of a Judge. I preserved an open mind right through this Bill. I came 
here with certain instructions. My constituents were good enough to 
give me their confidence. Now, I am Wlable to give direct support to 
this clause in the Government Bill, and my Honourable friends whom I 
have mentioned agree with me in th&t resolution. I think it right there-
fore to give a, few of the points that have influenced me. What influenced 
me profO\mdl~, WI!S the speech of my Honourable friend Mr. Tait. It 
seemed to Il"e that while you might criticise one of his series of facts .. yet 
by linkin~ togbth~r tht: general result of all his calculations, he has proved 
conclusively t.- nny reasonable man that there is wholesale andgrosB eva-
sion of payment of income-t.ax. Sir, I read with very great care the speech 
of Mr. Sarkn!', Cho,irman of the Bengal National Chamber of Commerce_ 
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What did ho say in his speech? Surely a gentleman of his position and 
responsibility wiil not talk idly. This is what he said (on page 5): 

"I feel that if the Government had taken steps to improve their organisatIOn and 
methods to prevent income-tax evasion, which has become almost Ilcandalous, they would 
have obtained a_ larger volume of revenue than by the means now proposed." 

I cannot believe that this is a mere debating point or mere idle statement. 
Why I feel justified in not ?ccording my hm;nble suppo~ asked for by 
Government is this., that we III Madras do beheve emphatIcally that that 
is the true state of facts and therefore we are not departing from the prin-
ciple which has been underlying our conduct so far. We say, "If you 
keep on piling lip this increased income-tax on the already overloaded 
honest camel, YOIl might drive him to mE-thods of evasion." If, on the 
other hand, as we all believe and most of us know. there is this gross 
evasion, then my point is that Government who say to us, "You must 
pay" cannot ·complain if we reply, "First you must collect more." That 
is the point in the word "must". This in effect is very largely tanta-
mount to a vote of censure on income-tax methods throughout the ·country. 
I find that feeling is very widely felt. A European friend-I cannot men-
tion his nam(,'--toJd me the other day that the quantity of correspondence 
he has with the Dppartment, because he draws only a salary of Rs. 200 
himself and some of his juniors equally little, is immense as regards petty 
details. Sir, it is the duty of people who have to collect the tax to 
have a certem amount of sound psychology and they ought to some 
extent to recogni<!e the honest man when they see him and not worry 
him more than is absolutely necessary. That is one method where they 
fritter away 8 good deal of energy on a willing loaded camel, instead of 
going out and Ins'Iooing and putting taxed or untaxed salt on the tails of 
those other camels which are careering about, either lightly taxed or not 
taxed at all. I do not say-you could not expect me to say-that by 
those methods they will make up all that they hope to get by the increased 
taxation; but I do say. after speaking tQ men, well qualified I think, to 
give me a sound opinion, that a very large amount could be 
got in: and I still hope that the Government in their wisdom 
will do all they can to lessen the steepness of the gradation 
throughout and make up, what they lose therefrom, from the pockets of 
those who so far have evaded. Sir, income-tax stands on a different footing 
from an ordina.rJ rf>venue tax. If you put a duty on goods and the goods 
come in free or are smuggled in. once they are in the country paet the 
Customs you practic'l1.ly can never catch them up wit.h a tax. But income-
tax is a continuing liability even after the y'ear in which it has become 
due, and I dp Lclieve-I know it will not be challenged-I do believe that 
in these oomiDf{ 18 months if a real campaign is inaugurated to carry 
through with all the vigour and ability of which the Department is capable 
in an emergency, I believe a very large amount of taxation will be 
brought in from these people who negligently, and, in many- C'8.ses I fear 
dishonestly, have been evad"mg taxation so far. Therefore I am not merelv 
~a~ng a clestru~ve crit}cism; I am making a criticism which I believe 
IS hIghly construcmve. SIr, let me give one or two figures. I am indebted 
to the Memorand'lm of the millowners of Bombay for the figures. I am 
not here to plead for the rich man. My friends are verJ largely among 
the poor. Look at the result. The last column in this Memorandum-
and I hope I am qnoting the right column, I am sure I am-shoWB the 
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increase' in taxID 1932-33 as compared with 1930-81. Take a few of til&-
~gures. 

Reo_ 3,000., The increase is 50 per cent. 
Rs. 4,550, 
Rs. 6,000, 
Rs. 7,500, 
Rs. 9.000. The increase is 87 per cent. 

Then it drops in the next grade to 66 per cent. and. on Rs. 15,000 the· 
increll.se goes tv ]('0 per cent. Now, I am not going into the higher 
scales. I l'Il,V~ gone up to the people earning Rs. 15,000. Whether you 
!Jall them ri9h I ':io not know. Rich and poor are merely words of com-
parison. What I can say is that those people are the best milkers in the 
Government taxation herd; if I may so put it, and I do think that the 
best milker should not be heavily Qvermilked. 

The next point that I want to make is that you are now going to· 
have retroapective taxation. Sir, I know-I hate to talk about law; it is 
the one thing one wants to get away from when possible-I know in law 
sometimes rt.otrospeetive legislation is necessary. You may have to pass 
an Act of lndemnit) for good reason. You may find some obsolete law 
operating contrary to the ends of natural justice, and you give an indemnity 
to law breakers as they did in London lately in regard to an. ancient Act 
affecting Cinemas; but retrospective taxation in the nature of income-tax 
is the introduction, I believe, of a vicious and wrong principle. (Opposi-
tion Crie, oj "Hear, hear. ") People who had their assessment forms sent 
to them la8t JUDe paid up or are paying up every month. Now, is it right 
in this emergency-l never forget the emergency-is it right to come for-
ward and sl'ek to reopen an account stated between the State and the 
party last June? r say it is wrong. When a thing is wrong, it is just 
as wrong in an emergency as at other times; perhaps even more wrong. 
I have seen latE-ly the sanctity of contracts violated. I think that is pro-
bably the .!lT6ste3t harm that has been done to the public conscience pro-
bably in the last decade. The answer is "Emergency;. and necessity 
knows no Jaw". I retort that necessity seem!! to know a 
great deal of bad law, and I am sorry to have to say that I think 
this is one example of such a thing. So, Sir, on that· ground all those' 
people who lawfully paid their tax last June (and spent what 
little money, if any, was left) are going to receive a fresh Revenue Christmas 
card-some of them have already received it-and are expected to send 
to the tax-collector another cheque signed, I hope, "Yours grat-efully. II' 
Sir, is that right? Will that not arouse a very real degree of irritation 
amongst people who say-"We have been clean and straight forward and 
honest and we have not got the cash now to put down because we have 
spent it". When 1\ duty is raised, you can smoke less or drink less or have 
acheaper car or walk; but with regard to income-tax you prudently 
put aside the money necessary for payment last June, and now they come 
and say, "Pay up again". And it has got presumably to be cash; and to· 
my knowled·~e a lot of people simply have not got the monev. Are you 
going to create that feeling in that large body of persons-330,OOO is a 
large body-it ought to be much larger-are you going to do that and 
are you going to de something, which, as a simple man and a simpler 
lawyer, I bonest1J believe to be wrong? It seems to me that it is no good 
my saying I believe it to be wrong unless I go a step further and give 
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point to my belief. Sir, we disliked many taxes; 1 supported the Gov-
ernment in regard to the machinery tax, because in Madras we wen* 
through all the prol'osals and the man wh.o pr.obably was .one .of the ~ard­
est hit said •• I hate the tax, but I d.o realise there is this emergency; 
and so do not vote against it. " That is the spirit to encourage; and that 
is the spirit which in the main I believe the public have sDown, are show-
ing, but I fear may. not show, if taxati.on exceeds what I might call the 
breaking-point. I have had a l.otof communicati.ons with those whom I 
try to represent, anc on this point they are very strong, I may say, 
unanimous. As a representative of a number of different classes of peopfe 
in Madras, I 10m J.erhapB more closely in touch with the general European 
community lhan some of my friends wh.o are mainly in touch .or m.ost 
nearly in touch with the commercial community. I find am.ongst the 
general Eur.opean community, people like .our missi.onaries. educationists, 
railway people, people in mills. people in sh.ops and so .on, a real deep-
!'Ieated re;;entment against trua tax, and am I to CQme here and nQt 
represent them 1 Am I to sit silent and say nothing, or am I to honestly 
say what I feel; because '1 think truth is the, consideration you must 
place above all others. I also venture t.o think that there are things 
bighereven than tlle rupee. I believe public good faith and the sanctity 
.of c.ontract and 'ill similar matters are above price &ond I believe natural 
justice is a thing which makes a universal appeal t.o alL It is because 
1 do earnestly think that, when the tax-payer met his lawful liability last 
June unless things have gQne far, far, beyond the present emergency, yeu 
ought not to seek to reopen what I call an account stated between the 
State and the suhJ{'ct. Sir, one of my clients wrote to me the other day 
and he used rnther s. good sentence, which I shall borrow. He s~id: 

"There has been a great deal of unofficial thunder; now we demand from Gov-
ernment a little lightening. . . .of taxa.tion." 
Sir, I read thlE morning a text with which I will' cl.ose, and I will .offer 
it quite humbl;1 to my Honourable friend, whose heavy burdens and .official 
anxieties 'lobody appreciates more keenly than I do. It is because T 
honestly think that we can relieve some .of th.ose burdens and anxieties by 
this constructive proposal that I have made it. This is my last WQrd in 
the Assembl~7; and I hope it is an appropriate .one: I WQuld say, "let the 
Finance Minister stay his rough wind in the day .of the East wind." 

1Jr. B. S. Sarma (Nominated Non-Official): Mr. President, adversity 
makes strange bed-fell.ows and I think that is .one of the 

12 Noo.. rca\lf',tJJs why we find teday that the Leader of the Independent 
Party has 'lad the gc:od luck to have as his immediate supporter the repre-
sfjlntative of tl:le Eurepean community .of Madras. It is a strange com-
mentary upr)n the professed representative character of seme M~mbers of 
the Opposition thflt, while some .of their leaders were sitting glued to their 
seats not inside thE' Chamber but in the lobby when the debate was geing 
on .on the poor mun's salt, when the rich man's inc.ome was going to be 
additionally taxed they should rush inte the Chamber promptly 8S the 
clock struck the hour, of eleven' and shQuld champion the cause of the 
rich' 

Mr. B. Daa (Orissa D~visi.on: Npn-Muhammadan): Have yeu joined thEt 
C.ongress? ~~. ., 

Mr. R. S. Sarma: The Opposition protested en the first day against 
the pOOl' man's saH. On the second day they protested against the P.oor 
man's post; ~esteday they protested in the m.orning against income-tax 
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on lower' middlE. 'class inoomes; and the whole of the afternoon yesterday 
8ndtoday they are protesting against the tax on the rich man's income . 

.An Honourable Member: Of the poor man also. 
Mr.. B. S. Sarma: I think that the only tax that the Opposition will 

like to impose with unanimity is '* tax on the patience of some of us here 
to be made to listen to the amateurish discourses of pseudo financiers. I 
want to place only one thing before this House. If taking advantage of 
the support of some section of the European Block which the Honourable 
the Musssiman !Knight from Bengal haa been able to get, this House passes 
this amendment by a majority and rejects the imposition of this duty. 
will not an impression be likely to be creat-ed in the country that, while 
this· Assembly as a whole has adopted a tax on the poor man's salt, the 
very same Assembly when it came to the question of the rich man's in-
come, rejected that tax? I want to put it to the Opposition whether that 
is a consummation which they desire. 

Baja B&hadur G. Krisbnamaclaariar (Tanjore cum Trichinopoly: Non-
Muhammadan Rural): Sir, if I rise to submit a few observations in con-
nection with this Bill, it is not with any conviction that what I am 
going to say will have very much effect, because I know behind the official 
proposl).ls there is a solid phalanx that is quite ready to vote and support 
them whether they are reasonable or otherwise. But duty compels me 
to get up and submit 8. few observations to this House regarding this in-
come-tax under the heavy heels of which most of us have been and are 
still being trodden. 

Now, one of our veteran statesmen, who fortunately is still among us, 
who worked with the older generation of Indian politicians, the Honourable 
Sir Dinshaw Wacha, in giving his opinion on the recent proposed amend-
ment of the Income-tax Act has described the whole position .regarding 
this matter, and I think it is too valuable not to be brought within the 
deb8.tes of this House, and with your permission I shall quote a few sen-
tences from his opinion: 

"The whole of the Inoom&-tax Act is iniquitous in its operation on poor and rich 
alike. There is a sad lack of financial statesmanship in search of the "eternal peace". 
The entire Act demands to be repealed and ·substitutPd. by one which will not only 
be equitable. in its operation but elastic enough to give automa.tically a larger and 
larger revenue. If people can save more, they can incr6Bse their capital, and if 
their capital increases by jndicious ,saving it signifies so much more grist to the Gov· 
ernment mill. The fact ill that financial sa.gacity is at a discount at headquarter! and 
unless the. Governmerrt seriously takes steps to organise its whole system of re~enue 
on . a BOun~er and juster footing than for BOrne years paIIt, it might find itllelf ill a 
M'rlOUS phght." . 

A little later on he sa.ys: 
"The income·tax is growing more and more burdensome if not refinedly tyranni. 

cal". (I w~t !-<> ~~phasi86 thOSE> words specially). "The' fact is that the Govern. 
ment of India I~ liVlD;g from ~~~ tA;l mouth, aye, its revenue, for reoasons which 
need to be explamed, 18 fast dunmlshmg." 

He was not writing about this parlicular Budget a.t all but how pro-
phetic he was when he said that! ' 
. "It. is a,t its wit's. en~ to find. th~ means to balance it!' Budget. In search of 
Improvm.g Its r880. urees, It '.finds m mcom.e·~x a potent Instrument. No objection 
could be ,taken !-O IIllcl;ttaxation, BO far as It 18 not burdensome. The question even-
tually resolves Itself mto one of psychology. Government is being. punished for itll 



tyranny and is noth~lg more or less than what the Greeks called 'Retributive Ju~tice'. 
It is the !tieme~i8 of the Government of India', own cupidity which is dogging itA! 
foot!ltepll. " 

Now, Sir, that is II. warning conveyed not by an irresponsible agitator, 
but by one who for more years than I would care to count has been devoting 
his whole time to the study of the financial position· of India, and this is 
·the conclusion he has arri"ved at. The misfortune of India is that it is 
being subjected to experiments eyery time there is a masterful personality 
in the person of the Finance Member there. At one time it was the 2 •. 
ratio; at another time it was the 18d. ratio; hut whether the ratio was 16d. 
or 1&1. or 28., the man who is being harassed, the man who is being 
cl'psbed and crushed is myself, the Indian taxpayer; and if one eXFeriment 
fails,' 50 millions are lost. Whnt does it matter to Government? Another 
experiment is made; we protest, but you do not listen to us; another 30 
millions is lost; after all the money comes in. 'rhat is the practice which 
the Government of India haye been following all these days. Sir Dinshaw 
Wacha says they arc' heing punished for their own cupid.ity. But I say 
itis not the Government of India that is being punished. You know there 
is n maxim that everybody is presumed to know the law. The man who 
wrote thnt wrote only one-half the truth: he forgot to add "except the 
Judges". It ought to be "Everybody is preRurned to know the law except 
the Judges." Why? Because if the Judge makes a mistake the man 
,who pays for it is not the Judge but somebody else. You go to an appellate 
court and the appellate court finds that the lower court .has made a mis-
taKe in law: and. who has to pay t.hecosts? Not the Judge (Laughterj, 
who made the mistake in law, and on account of which mistake I had to 
appeal. Exactly like that, the Government makes mistakes and experi-
ments and who loses? I do. Whatever may be the way in which vou 
circuitously try to raise this money, it Always' come.;, upon 'me-:the9S 'per 
cent. of thepOjWlation-a.nd thus the position that the Government of 
Iridin has now Drought themselves - to is exactly the position that they 
have been trying from the beginning to achieve, perhaps not consciously, 
but at the same time so far as the result is ooncetned, it is the sa.rile trooole 
so far as the poor man is concerned. . 

Now, there was a statement made the other day by one of the Mem-
bers of the European Group that while the non-officials agreed to a 10 
rer cent. cut on the lower paid officials' sahiry. they are not So kind to 
the other persons who make an equal income and light their cause. No, Sir, 
Ihe non-officials are not kind to the other pusons. .My fr~nd haa either 
forgotten or has not had the experien~e_Q£j;h_e_.i~come-t~x.office~~ndtheir 
administration. The fact of the matter is this. I am one of those ,,·ho 
Rtrongly opposed this limit being rf\duced up t-o f\. thousand rupees, but 
if it has got, to be done, RS somebody pointed Ollt, that, some t,ime ago the 
limit was one thousnnd onl~·. there is no difficult" wha-tever aj:>out. this one 
thousand rupees, because t.he man's salan' is knoWn to ev('ryb"dy, and 
no Income-tax Officer, howe'ver ingenious' he ma:- be in his efforts to put 
f;Ome money into the pockets of Govemment. can go over that one thou-
~and rupees. because the figure .is in black and white nnd' is knmi'n to. 
f'verybody. but what soonf. this poor nnfortl)nnte t,rader? Now, what, iR· 
the procedure adoIWed? . There is a notice served on the poor trader. I 
:lm quite sme, Sir, von along with UR had nt some time 01' other to snbmit 
this return. n:nd yo~doubtle8s know whAt the procedure is. Now. the one 
thinl:{ that, I am afrAid of is when the post,man (lOmeR in- with a r~gi~tered 
notice asking me to submit·my retnrn of income .. Tliat-Ietter is sent to 
{',-er~'body, Rnd as long as it is an Indian, no matter how great he is, when 
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such & letter is soot to him and aretUnl has .been ~ubmitted to the in:cpme.-
tax" authorities within a certain number of days, within a week of the 
recelpt of such return, what does the Income-tax Officer do? In order to. 
test the reliability of your return, he asks you to produce your account , 
~ooks : and other relevant papers to support your return. My point 
IS: wlll you tell me why you consider my return is incorrect or un-
fair? Does the Income-tax Officer record any reasons as to why he 
cODSlders my return unreliable? ~'hen you go to him and prove to 
him that your return is absolutely correct to the best of your knowledge, 
and put before him the judicial pronouncement of his own Commissioner 
for the previous year to the effect that the accounts are correct; but stili 
in order to test the reliability of your return, the Income-tax Officer in the 
first instance, after obtaining your return, Ilsks you !o produce your account 
books and so forth. Then what happens? The Income-tax Officer is 
generally a touring officer, and so I have to follow' him with my books. 
He has not got the time, though he has to nnd some time eventually, and 
after going through my accounts in a somewhat cursory manner, he rejects 
them as unreliable and comes to his own decil;ion which is generally based 
upon what he has heard from somebody else, perhaps not very friendly 
to me and that is the standard he fixes as my actual income. Now, Sir, 
the notice of demand comes to me; he gives me a fortnight's time, I think, 
within which to pay the money. Now. where is the money to pay from? 
Cash is absolutely 'non-existent, but I have got to meet the demand of the 
Income-tax Officer: I go to him and ask for an extension' of time. but he' 
does not give it. Then there is an appellate court. In civil court we 
have been accustomed . 

"· •• jor WawalJ 'Ahmad •• WD Kha.n (Nominated Non-Official): May I 
ask·if that Income~tax Officer is not an Indian? Is he not .ur own Indian. 
brotJier? . 

.... khadur G. J[ritImamaeNrIi&r: That is my just eomplaint, Sir .. 
If an Englishman had done it, I could understand it and put it down to 
his m1stake or ignorance, and his ignorance might be excused. Sir, a, 
greater man than myself, Sir Gurudas Bannerjee, when he gave evidence. 
before tl!le Public Service Commission, said that the India.n people have 
got -to l5e protected more from . the Indian bureaucrat than from the 
E~glishman . : 

.ajor lfawab Ahmad· KaWai lD1aD: '(hat 1& the reason why we want 
British officers everywhere. 

An lIoneurable Member: We have enough of nominat.ed Members. 

Baja. Bahadur G. Xrishnamachariar: If my Honourable friend will 
kindly keep his soul in patience for II. -few sec.onds and allow me to finish 
my line of thought, I am quite prepared to yield to him for hnlf an hour 
even, because I want . that any objection that may be raised 'against wha.~ 
I say should be replied to on the floor of-lhe House. I do not want tOo 
run away at all ; I have enough material to support what I say. As I was 
saying,. sUr, .in the Civil Procedure Code there is Ii. scction whicb enables. 
me to g() to an appellate court and·aak for a,stay of· e¥ecution when I file 
ail appeal.. What- do I find in inoomP.-tMLID&~6l'8? "I go to the Asais~aJlt 
Commissioner .c» .Income-tn., who is .. the 'appellate: Wurt. - As;qlY .frJ~~· 
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Sir Hari Singh Gaur said yesterday, _~e 'JJ.l,Wl-, w,ho , colleets; too :,'ax~ .him· 
self is the appellate authority and I gq to him, and pray for ~n extensioA 
of time,' and he s~s ,that he has no'power"to extent the time. V'erJ. 
well,' theJl' I go to the Commi88ioner, but 'it is very difficult to rouse hi~ 
from his deep slumber and make him attend to you.' If you at all succ~d -
in getting your money in time, you should thank your stars_ Blit my 
point is: how is the poor trader to find the money to pay to the Income-
t&-x Office within the prescribed time. and where has he got the money to 
go to the appellate court? I do not know if Honourable Members remem-
ber' the days of the Rowlatt Act agitation. In those days there was a 
man who was poetic~lly inclined I1lld who described the Rowlatt Act as 
"Na Vakil, NaDalil, Na appeal", and that might literally be applied 
to the proceedings under the Income-tax Act, They have here Vakil just 
as they have provided in the Rowlatt, Act for Vakil, but where is the 
money to finance the Vakil and to persuade him to go from place to place 
after the Officer of Income-tax? It must bc remembered here that the 
Income-tax Officer is not a judicial officer, he is not' bound to come and 
sit on a chair or bench in anv fixed place, he comes to the office whenever 
he likes, and the poor man' with his Vakil has to follow the Ineome-tax 
Officer with his account books and so forth t-o fight out nis appea1. And 
in ol'der to fight nnd prove his inability to pay Rs. 30, how much has this 
poor man to spend for the Vakil in order to make him go after the Coin-
rili88ioner of Income-tax from place to place? 

Now, Sir, "Dalil". If the House would give me a little time, I would 
be very pleased to go into ·this matter in greater detail ~d Jrive'·-thew. a 
sample of "Dalil ". That is an appeAl has got to be filed ,to the Ineome-talt 
Officer himself. As regards appeals of this character, w-.e have first of all 
to see the recorda and get a 8t~tement ffomthe Income·tax Department 
to see how many appeals have been allow-ed. -It -is' just like snakes- in. 
Iceland there are none to be found_ Similarly appeals are ,filed to tb~ 
CommissiGmer of Ipoome-tax only to he discussed, and not for getting any 
kind of justice; few appeals are reTersed. It is the same genius througb ... 
out. As I said. the other day, when you sit, in' an official chair, 'You, f.orget 
elVerything except .what you consider to be the God-imposed duty upon, 
you. Year after year they make extra collections, and when you ask for 
t.he return of the money, there is no reply. You send a reminder, and 
after 8 months of' trouble, vou hear to the effect that yout letter could 
not be traced and you are ttien askerl t.o send a copy of your last letter. 
Very well, you send a ropv, Fltill thp.re is no reply. 'l'hat. is the genius:, 
aDd you cannot help it; so th Ilt , Sir, pver since the Income-tax DepArtment 
beeame a Central subject, they have let loose upon us Em: Rrmy of Income· 
tax Officers, young men not very well trained, 

Ib: Presid.tnt: Will th., HonollTable Member please eXl)lain, nt, t.his 
late hour, why he is goin!!' into stich minute detnilsas regards the working' 
of tlne Income-tax Department'! .. 

Baja. 'Bahadu: a. Xrilhnama.chari&r: Thnt. i.s theonlvg-rievance I have, 
Sir., Unfortunately lam trodden under the heels of these income_tax 
rules as most oth€'" aTe .. And the reason why I went into tllOse details,' 
if yon will' allow me. is- this. - The t~x has al~eady been .raised bv 25 ·per 
cent.' surcharge. and whail I was~ trvingto. impress,uJ)onthe House :w-aa. 
that there Bhould be at leQ8tl '110 ,prov~ mr lIo:iudieiAl&nthorit:v in ()rder 
to investigate into these tbiags. ,:That :w.a8wha'.l ,waa ~aiing to~ ,In; 
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consequence of these troubles, make some officer a judge in these matters 
so that we may have some chance of getting justice done. I shall not go 
into any further details, and I shall close with a recital of half mT 
grievances resel'Ving the rest for some other time. • 

There is on]v one other matter that I would like to invite the attention 
or the House to, and that is this. If I am talking out of ignorance, I beg 
to be excused. 'Yney always hurp upon a balanced Budget. I suppose 
the Budget has got to be balanced some day or other. In England 
they hild a" special general election for balancing the Budget, Iilld they 
have not yet done so. The skieb have not fallen, but is th~ 
method by which you attempt to balance the Budget in any way going 
to convince the world that there is solvency in this country? In the begin-
ing of his speech the Honourable the Finance Member says that the 
trouble is ahead and we must ensure the stability of our internal position. 
Does the stability of our internal position consist in crushing and crushing 
the poor man? Here I am squealing !lnd squealing that I am being crushed 
under your heels. Is this how you are going to balance the Budget? Is 
the world going to consider that you have become solvent simply because 
you have balanced the Budget in this manner? I say that is not the way, 
and I submit that, whatever may be the fllt,e of the other proposals,this 
proposal should not be allowed. 

Kr. If. K. Dumuia (Bombay City: Non-MuhammRdan Urban): Sir, 
as a repreeentative of a city sorely Qmicted by the step-motherly treat-
ment of the Government of India and especiall.v of the Finance Depart-
ment,-8 city which is weighed down by the economic distress prevailing 
all over the world-I wish to offer a few remarks in regard to the boon 
which the Government propose to confer on the count~- in order to restore 
the credit of our bankrupt Government. I characterised the Budget in 
March last as e. rott,en Budget" It had at least the merit of the prover-
bisl curate's egg, partly good Rnd partly bad. But this supplementary and 
extending Bill has neither t,hat merit nor any redeeming feature_ I fail 
to find an appropriate word for it. 

&ir, you will remember that in the Bomba~' MunicipRI Corporation 
whenever a reference was made to the Land Acquisition Bill, Sir Dinshaw 
Wacha characterised it as a Land Confiscation Bill. So, in the absence 
of an appropriate word to describe this measure, I will call it a confis-
caton- mea~ure, designed to ~onfiscate the eomings of the poor and the 
rich ·alike. The meaning of what the lawyers would call the operatiVt' 
clause is this, t.hat we are to live and earn and the Government are to 
spend Sir, a commercial magnate in Bombay, once openly said in the 
Town Hall meeting that, if they were to live and earn for the Government 
to spend, it was not worth living" Si.&, we are fast moving towaros 
f.1ocialism, and a day will come when flIe people will say, "Why should 
we earn in order that Government may spend our earnings'''" Sir, i:no!\e 
of \1!'- who have seen the monster processions in Bombl\Y, those of us who 
have heard the cries of "Boycott British Goods", which were dinned into 
our ears, those of us who have seen the children cRrrying black flags, 
have come to the conclusion" that it is due to the starvRtion and unem-
plq.yment that is prevailing in the land. ". 'By this measllrb :von will increase 
that i\rt'ny of unemployed and ha.H-starvmg p~le" " 
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The Honourable the Finance Member the o~her day spoke about the 
protection derived by the Bombay mills' from' this proposal. .. He has 
forgotten the history of the protective measure. Government declined to 
listen to the fervent appeals of the millowners of Bombay till the industry . 
reached a breltking point. They declined to give the modest protection' 
recommended by the Tariff Board, and ultimately ,they had to appoint 
Mr. Hardy to investigate the matter. We know how Government pro-
crastinated, how Government delayed" and how Government hesitated in' 
giving protection to the Bombay millowners until the industry was well' 
nigh on the verge of collapse. . 

Then, Sir, I will tell you about the protection given to the Tata iron 
and steel industry. That was given on a certain basis. On aocount of 
Government's miscalculations that basis disappeared. The Government 
are now buying rails which are not even half the quantity that was 
expected .•••• 

1Ir. Presidea': I do not know what relevance that bas to the present 
issue .. 

1If. If. K. Dumasia: Sir, I want to show that were it not for the 
Government's unsound measures, our income would have increased, bU$ 
I wiH not refer to that question now. 

Mr. Brooke-Elliott has referred to the vicious and mischievous feature 
of the retrospective effect that is sought t-o be' given to this measure. He 
has put the case so forcibly that I shall not refer to it again. 

When we are face to face with the grim reality of the struggle. for exist-
ence and depressed by economic distress, it is a pity that the Govern-
ment ignore the stem reality and propose to impose an additional burden 
on an already over-taxed population. In the history 9f the country, both 
in the pre-British period and under British rule, there is no parallel to 
the present record burden of taxation on an impoverished nation in the 
name of 'national emergency by an: anti-national Government. Eeonomic 
conditions have, for centuries, made or marred the political history of every 
country in the world, and· I have no doubt that the unbearable· economic 

. strain which is now pressed to Itt' breaking point will react on' the" Gov-
ernment themHelves. The simple truth is t,hat the Government allowed 

, the growth of their expendituN on military and civil establishments, till 
they. are unable to con,trol it. If this thing had happened in a public 

, cor:p.PalLY, it would. have been, taken iJlto compulsory . liquidation, but here. 
though we supply Government with the funds, weare only helpless ~ecta­
tors of our own ruin and unable to force on Government compulsory or 
voluntary liquidation. I must acknowledge that the Honourable the 
Finance Member has tried to be as fair as he can be in a whollv unfair 
business, but I believe I may utter a warning that. if -th~ RoUnd Taple 
Conference fails, the Government will have a more uneasy time than, tIiey 
have now ; and they will have no ~iendB left. If you have no funds, as 
I remarked on the occasion of the discussion in the Legislative Assembly 
. in, 1926 on the Resolution, for the susp,ension of the excise ~ty on cott<?n, 
"beg, borrow or ~~al". I find that lIis Excellency the Commander-m~ 
Chief has ,raisedil .warning that the retrenchment would impair the effi-
ciency of the Army. Our· army was efficient and ready to take the field. 
at a moment's notice in. the GJ;eat War of 19J4, when the military cost 
was, half of what it is now. Why should it be now less eflicient I }ailto 
understand.· Give us the contl'Ql oftheamlY andfinnnre and Hiell we 
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guarantee a b81anced budget without the additional taxation. Sir, even 
the Statesman has described these taxation proposals as bad,madand 

. altogether hideously wrong and unless the Government stay their hands, 
the recO'Very to which we look forward in trade and commerce will be 
impossible and will be postponed indefinitely. Sir, though the Finance 
Minister seems to be cynically unconcerned, I &msure he is human enough 
to be weighed down by the care and anxiety of his office. I do not want 
to haras!! him, but I have a seriouEl compl~int to make aga.inat the Gov-
ernment for withholding from the Assembly im.portant documents having 
" vita.l bearing on the consideration of this additional taxation. My re-
quest to lay these papers on the table has met with scant courtesy. I do 
,-not wish to spoil the strongest case against the Government by indulging 
in strong language, for it is obvious that considering the importance of the 
present proposals, which have no parallel in the histoty" 6f ·this country 
and considering the, abnormal crisis through .which w:e.MBpassi:nt, the 
attitude of the Government in withholding these documents from the 
Assembly stands self-condemned and discredited in_ the ~yefi of . India, 
,espeQially as these documents have· already been· circtrlated to the members 
of the .Round Table Conference and even editorially dealt with in $.e 
Times of India of the 31st October last· Sir, the Members on tbe 
Treasury. Bench have always prattled on efficiency. I do not deny the 
efficiency with which the Finance Member has spread his net wide for his 
catch; he has left nothing to chance, but I make bold to say that if .the 
documents which I asked for were produced, we would have shown how 

. unrehable and hnw untrustworthy 'are the Government's estimates and bow 
the Opposition could have produced a balanced Budget without resorting 
to this unprecedentedly heavy taxation, as my friend Mr. Mody has put it. 

The J![onourable- Sir George Schuster (Finance Member): Wha~ is ,~he 
refusal to which my Honourable friend refers? 

][r.N .•• DDDl&8ia: I put a short notice qtlestion asking ~he Govem-
ment to place on the table certain documents and the Government declined 
to waive the ten days' notice. That is my complaint. 

The Honourable Sir George· Schuater: I would like to explain to the 
H01l6l6 that asa ma.tter ·of procedure I replied to my Honourable friend that 
I did .not think that this was a proper occasion or a short notice question. 
I was very amious not to encourage abuses in the forms in which 'Short 

. .notice questions can be deaJ.twith; but in my note I informed rrry Hon-
·outable friend that if he wished to see the P&pe!'S and speak' to me -about 

them, I should have the greatest pleasure in giving him all the iftfonna-
tion that he 'required. 

Ill .•.•. Dumasia: I think this was the proper occasion for placing 
these papers on the table. 

The Honourable Sir Georte Schus\er: I asked my Honourable mend to 
put Clown a question in the ordinary way. 

'JIr. N .•. DUDWfi&; You must have understood the Object withwhicli 
I put that question. However, Sir, in view of the reply which you have 

'. given, I would not ~efer to it and I thank you for having promised to shoW 
us those pa.pers.Sir, there is a proverb in Hindusta.ni which sa.ys, 
".s.u,b .tumara. hokum hamara", which means everything belongs to you. 
We only keep to ourselves the power of disposing of your bI~longingll'bs our 
order. This is what the Government are 'doing. In England Government 
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,resigned consequent upon such an emergen~y 'as has arisen in . India, an~ 
·consulted the nation which returned a na.tional Government with a specific 
mandate. Here we are voiceless representatives of a voiceless nation, 
rendered helpless in our efforts to resist the demands of the Finance 
Member. I will- not be surprised if the Government reap in abundance 
the harvest of what they sow now in the shape of a no-tax campaign 
when Mahatma Gandhi returns to India. To bolTOw a simile, the Govern-
ment are the accusers, prosecutors and their own witnesses. They are also 
,the judge and the jury, with no appeal against their judgment. With such 
a Government it is futile to argue and put forward any plea of' defence 
-or any constructive proposals which they decline to entertain. 

JIr. S. O. JIltra: I move that the question be now put. 
lIr. Pr8lide~: The question is that the question be now put. 
The motion was adopted. 

The HODOurable Sir George S'ch1llter: My Honourabl~ friend, Mr.. 
Mody, in his speech yesterday,-and I should like to pay my tribute to 
lIome of the touches of humour which he has been able to insert into this 
debate--I trust that they are evidence of a somewhat more cheerful 
-underlying disposition due to the rec@very of trade which he represents-
'Said that we were approaching the end of our agony. Speaking for myself 
I think the words are entirely appropriate, for the agony in my case con-
sists in getting this measure through; but. I was somewhat surprised that 
my Honourable friend should rega,rd it as his agony. One would have 
thought that the agony with him was just about to begin, when the t~~IolS 
will fallon him for the first time. 

We have again had a very discursive debate, and I am sure the House 
'"Will not take it aniissfrom me if I say that I find very little of substance to 
.reply to in the debate on the particular amendment which is before the 
House. We have,however, had this morning one entirely relevant speech 
-and that was from my Honourable friend, Mr." Brook~-,Elliot;,.. ~ no~ 
only confined his remarks to income-tax in general, but'he directed. them 
,tp clause 8 in particular, 8.Bd I feelilbiArhe- lb88·some juetificiWtioB in asking 
that . his remarks should be taken seriGusly. • The rest of the speeehes 
:Qavebeenvery larg6l.yattaeks OIl the general financial policy of Govem-
,mmt and on ·the general circumstances in which this Finance Bill has 
be. introduced. I am not suggesting that the arguments are not legiti-

. iIll3te, but if I p886 thfim bver ratherligMlynow;' I do sohecause they 
have really no reference to .the smenament which is before. the House 
.aIUlwou1d be ,more appropiiatein a second reading or a thil'rl reading 
.bate.Now, Sir, my Honourable -friena, who went through the income-
tax .position in ,great detail, refemoedlmlongst other things to. the extrem~ly 
heavy raileawhichare now imposed and to the extNmely hooTY mcmase 
whioh will ,be brought about if this Finance ,Bill is passed.' My Honour-
able friend is notinoorrectin' the figureswhicq he gave.. but I would 

- -like to ,remind the House that when ,we taIkin .percentages and percentages 
. 'Of increase, thoB'e figures are apt to be very misleading. If the 1'8te 

originQRy was a. low one and is doubled, 80 as ,to -bring it u}i to' 8 moderate 
8Um, ,the inorM:Ae isundoubtedoly lOOper ,cent" 'but if the ,nte had originally 
been a very high ooe; 80 high that it hardly stood::the possibility of an 'in-
'crease, then an·, increase, even a heavy one, could, in the am of 9. peroent-

, 'age, 'be n>pmsent.ed &s erlreme1y lenient. -I shouldtherefo~e like to puf 
before tne House certain figures,pll1'ticu}arl'y as 8 comparison has been 
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made between the rates of increase whieh we al'e now proposing, and 
the rates of increase proposed by the British Government in their own 
emergency finance measure. Now the particular case to which my 
Honourable friend referred of great and extreme hardship was the case 
of a man with an income of Rs. 15,000 per annum. My Honourable 
friend said. that, by our last two measures, his income-ta;' would have 
increased by 100 per cent. It is true, perfeet\y true, but I would ask 
the House. to realize that the amount which he would now pa~--if this 
25 per cent. surcharge is imposed-is only one anna and eight pies in 
the rupee, which represents a tax of 10 per cent. Kow, Sir, in a national 
emergency-and I want to emphasize at all points of my speech that the 
fundamental justification for our present proposals is that we arc dealing 
with a national emergency-in a national emergenc.y, that a man earning 
Rs. 15,000 a· year should pay an income-tax of 10 per cent. of his income 
is, I submit, not an excessive burden. Let us compare the position in 
England, let us take that particular example ~ and in order Dot to make 
my comparison unfair, I have taken the case of a man in England who 
gets certain benefits from the fact tha.t he is a married man with two 
children and gets the full allowances in that respect, and that two-thirds 
of his income are unearned and one-third earned, so that he gets t.here 
again a benefit which our provisions do not give him here. That I think 
is a fair and typical case to take. Now a man in England whose income 
is Rs. 16,000-1 have taken that instead of Rs. 15,QOO-would formerlv 
have paid, before the latest· emergency Finance Bill, £145-7 -6d. The 
rates in his case would have increased by 33 per cent. as a result of the 
emergency measures, instead of· the 25 per cent. which we are proposing, 
and he would now pay £194-2-6d. !s against that, a man in India earn-
ing Rs. 16,000 a year, even without allowances for a wife and children, 
or any allowances in respect of earned income, is onLy asked to pay 
£125 E4terling income-tax, that is to say £125 in India, against £194 in 
England. 

Kr. B. P .• 041: What about the carry·forward of 1088es? 
. '!"he lIonoura.ble Sir George Schuter: My Honourable friend, if he likes 

to assume that that particular individual has losses in the preceding years, 
m8lY import some further benefit into the comparison, but that I submit 
is an . irrelevant interruption. We are now dealing with the case of 
individuals, and particularly those individuals who are earning salaries. 
1 do submit to the House that that at least indicates the moderate level 
of the general scale of the burden which, even with theRe surcharges. 
people ill India will be asked to bear. (Applause from the Official Bencaes.) 
~s regards the rates of increase, if we go lower down the scale, we find 
that the new British provisions have operated -.:ery hardly indeed on the 
lower incomes. Now that is interesting. They have found that, in a 
time of national emergency, it is impossible to go on piling up burdens 
on the small class at the top (Hear, hear): they have had to get dawn 
to thc lower levels of income and cut away a good many of thosE' sHow: 
ances . to which mv Honourable friend, Sir Hari Singh Gour, made suell 
an envious referenc~ in his speech vesterday. If we now go down to a man 
with an income of about £500 a ye8.r, we find that in the case of bis inc~ll!e" 
if it is all earned income, the inerease now imposed by the latest BntlsD 
Finance Act amounts to a percentage increase of no less than 133 per 
cent., and i~ his income is unearned, a percentage inereal*! of 161 per cent. 
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If we get still lower, in the case of the man on £360 a year his income-
tax has been increased hy no less than 500 per cent. ~ccording to the 
latest British provisions. I use the percentage figures, though I admit I 
am open to the remark which I myself made before, that percentage 
figuref\ are misleading when they are made in comparison with the low 
rates in question, but I am entitled to make these comparisons to illustrate 
my point that what we are doing here now, in comparison with what th& 
British Government hsve found it necessary to do, is really a compara-
tively light imposition (Applause from - the Official Benches), and the 
fact that we have had to go low down is a necessity of the case. 

NowI want t.o turn to theotbel' points ni~t:\" by' my Honourable 
friend. He argued very forcibly the objections to what he called the 
retrospective effect of the present measure. I Rdmit that my Honourablo 
friend, when dealing with that point, haB really a good point. I freely 
admit to the House that that is one of the m0'3t objectionable features of 
our present proposals. But I think my Honourable friend exaggerated the 
case when he implied. to the House that the greater part of the aSBeSs-
ment·s had been made ·and actually paid in. June. If he goes into. the-
actual figures, he will find that by June only about a quarter of the assess-
ments are completed, and that the percentage of demands and payments· 
made is very small. But I agree that we only came forward with our 
proposals in September, so that the amount of assessments already com-
pleted would have increased. But, Sir, even if we admit that that· is 
unfortunate, I do take up and repudiate my Honourable friend's point 
that what we are doing now is in effect retrospective taxation. Wlia' 
we are asking the House to do is to alter the rates of income-tax in the 
course of a single financial year. Weare not in effect asking the House 
·to impose, as frem t.he middle of the year, with six months still to run, 
taxes for the first half year. We are really asking the House to impose, 
for the second half of the year, income-tax at the fun rate at which we 
propose it Rhould be imposed in the following ye~r. But we ha.ve hadtG· 
frame our proposals in a slightly different form. Instead of. saying tha' 
the surcharge is to be 25 per cent. for the remaining six months, which 
is really the object at which we are aiming, we have had to say, "it will 
be 12! per cent. for 12 months". That is because of the method by 
which income-tax is levied, because of the law on which the collection of-
income-tax depends, and because of the regulations as regards different 
scales of income, allowances and so on which apply to a f.!Ill year's figures 
and not to a half year's figures. We examined this case very carefully. 
We came· to the conclusion that if we tried to introduce this measure in 
the form of a 25 percent. surcharge for the remaining half of the year 
instead of, as we have done, a 121 per cent. surcharge for the, full year, 
we should have had completely to alter the income-t.ax law. We should 
have had to bri~g in a very complicated income-tax amending Ad appli-
cable only .to these particular conditions. I am sure the House will agree-" 
thati tha.t was a practical impossibility, while we felt that it was not in 
any ca.ae necessary, because.in ·eff.ect the result which will be llchieved ~Y 
what we. are now doing will be, precisely the same. .Therefo.re, SIl', 
although, as·r have said, 1 admit that in practice assessments wIll have 
been made on theJld basis and a good deal of inconvenience will be the 
case. in substance we are not taxing ineomes retrospective~v. And in 
justification of- what we are doing I would again· remind the House ~~~ 
what· we are e.oing is exactly,·. the SQIIlI'l in·. principle as what. the B~t.iSIi_ 
Government ha.ve decided ·to 'do. We were told by ~y Honourable friend 
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.~ that in this form of action we were doing somethHig which ,he almost 
. characterised as dish~nourab!e. I hope I am wrong in that und£ll'Standing, 
but as that was the ImpresSIon conveyed to me, I am entitled to say that 
I put it to him that the British Government are not a Government which 

,·ean be accused of taking dishonourable action in matters of this kind. 
JIr. O. Brooke .. BUlott: Sir, may I say that I did no~ suggest anything 

'. dishonourable, but I said that it was wr.ong. And that .is the exact word 
'I used. 

, TbeJronourable Sir George Sdnlster: I ·have only one more word to 
sa:t about my Honourable friend's speech. He said, to use hi1! last wordi:l, 
ihat it was wrong, it was extremely wrong, it wassoWl"(')ng that it could 
,only be justified in an extreme national emergency. I am prepared .to 

. put our case on my Honourable friend ~grOund. We do maintain that 
. ·UJ.er.e was an extreme national emergency,· and we further 'maintain that, 

.. lJD,less we takethe.t action n9W which alone we think would be adequate, that 
·l1ational ,emergency may again recur. Some Honourable Members may 

. ,think that, be68use in :the . last two months things have gone fairly well, 
,and they have seen an improvement of trade and a very marked and 
, deqisive strengthening in the rates of the rupee exchange, we exaggerated 
_',~ emergency at that time when we. introduced this Bill. But I would 

,ask :them to cast their thoughts back tic> the uncertainties witn which we 
·w.ere at that time oppressed and the dangerous state in which the wm-ld 

-then found itself. If things have gone well since then, I think it is fair 
to say that not a small shsTe of that result was produced by the k~w­
ledge whi(lh the world got from thellnnouncement of our programme that 
we in India were . going to tackle. the situation on sound lines, that 
although our aurreney waH divorced from gold, we· were going to produce 
.aninternal bwlgetary equilibrium, and not run the risk of getting on to 
that slippery slope ofll,hich I warned HonoUl'able Members in Simla .. 

Now, Sir, I must turn from that direct answer to the direct a.ttack on 
. :tbeparticular proposal which is now before the House, to a general line 

Of .argument which has been advanced, particultW.y from the. 'Benches on 
my right, the argument that. if we would only apply principles of or.dinary 

'honesty and efficiency to the administration of the Income-tax Act, we 
should be able to collect, by achieving a. better perCEintage of recovery, an 
ailditional sum equal to, jf not more .than, wha.t we propose to get by the 

',ilurCharge which is now'bettii"e thelTouse. Now,Sir, when we on these 
'Benches are attacked 'from.· any quarter of the Rouse, I think w~ may 

Bay that our shoulders are broad enough to bear the 'hurden and that our 
'brains are good enough to give a pretty sound answer· to any arguments 

. ';that are put forward. At least we deal with the situation . without any heat 
- and .w.ithout losing our own mental balance. But when t\. general attack 
--is made in this House, from whatever ,quarter it comes, upon the,efficiency, 
the otand~rds of work, and the public spirit, of any. part of those services 
for which any of us are responsible, and if that attack is based not on 
precise evidence but merely ongeneJ;al gossip and ,repute, .then, Sir, I must 
confesB.that I myself feel a certain amount of heat .. I .entirely repudi~te 

. the suggestion which 'has been ,made tha.t the income-tax administratIOn 
in this country-is, in my Honourable friend's words, ,a blot on the ad-
ministration. • I -antirely repudiate £he suggestions which bave been. made 

-~hM the whole .6f that service for:whichI a,tn, .r~ponsillle,""":and I am 
proud of thatresp01l9ibility,-ls either inefficient or dishonest. Sir, the 
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income-tax officials in this country have to perform one of the most un-
pleasant tasks which falls to the lot of any public official. The Income-tax 
Department in its present fonn is a comparatively young creation. It 
dates only from nine years back and it has not had a long time to grow 
up. I confess of course that during my office here, with the many ties 
which have tallen upon me in the course of exceptionally difficult years, 
I have not had the opportunity to get about and make personal acquaint-
ance with all the officials in the Income-tax Department throughout the 
country. But I have seen some of them, and I know my own deparl-
moot and I say that the Finance Department and the Income-tax De-
partment are largely staffed by Indians. They are almost entirely staffed 
by Indians, and I can say that in all my experience of the world, working 
ip. cU1!erent parts of the world, I have never come across more devoted 
~d honest service than that which I have received from the Indians in my 
own Department (Applause), and tbat I know I am receiving from the 
various Income-tax Departments throughout the country. I entirely refuse 
to believe that the standard of administration in the Income-tax Depart-
ment is lower than the standard of administration thruughout the Govern-
ment services of India; and I maintain that the standard of Government 
services throughout India stands comparison with that of any country in 
the world. 

Now, Sir, I must apologise perhaps for having displayed a. certain 
1Ul101ID.t of heat in that particular matter. Having done so, I would like 
1kl say to my Honourable friend that jf he has a case to make out, if he 
~8n put up' a case on cleaTly established groimds, that case will receive the 
most thorough and searching examination; and I would tell him further 
t.hat it will be, examined not with a view to prove that he is wnmg but 
nther with a view to prove that he is' right. For, if he is right, un-

, ~ubtedly it win be of great financial advantage to the country, and enor-
mous·l} relieve our own burdens, if we can achieve a higher standard, of 
·collection of income-t,ax throughout the country. Now, on genera.l grouads 
if I try to consider' impartially' what my Honourable friend has said, I 
would say to him at once that Ido not dispute for a moment the prop08i-
,tion that in India as a whole there probably is a very large amount of 
1l'V&Bion of income-tax. There is evasion of income tax in all countries_ 
Even in England where iacome-tax has such a long history and where 
'public opinion snd the attitude of the body of asBe8Sees HI, I should 8&y,on 
'8 far higher standard from the point of view of producing & ,higher per-
,oentag{l of recovery thsJIl'that of &I1y country in the world, even in England, 
where they hs~e not got the immense difficulties that we have in India 
'OWing to the enonnoW! sille of the countTy, the diffel"8nces in languages and 
,1I6ripts, 'and the failure of many of the small 88sessees to keep proper 
accounts, fven in England where they have none of these difficulties, it 

: is recognised that ev8.sion is very substantial indeed. 
It was estimated in 1920 by. witnesses before the Roval Commission tha.t 

1 in England 10 to 20 million sterling per • annum were 10si; 
~. 1(. through that particular cause. I think we may acoept that as So 

reliable estimate. I have not the slightest donbt-I have no reason to 
state the CBBe ~erwise-tha.t in India the percentage of evasion may be 
consid.etably higher. But when we considel'" what can be done totiglrlien 
l'tP the procedure, I would put to my 'Honourable friend that it cannot 
flO .eaal1y be done by a stroke of the pen. What we depend on more th&l1 
on 'Qnyth~ng el1ie ia.,these matters 'is the force ,and pressure of public 
>t>pinion. We'need tb create throughout the countryanideaihat ms'honest 
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evasion is not a thing to be pracpised snda thing to be lightly passed over. 
thflt it does bring diseredit· and that the man who practises dishon.est 
evasion is not one who can congratUlate himself on b~ing clever, at having 
got the better of the Government, but rather should be regarded as one 
who has saved his own skin at the cost of the public int~~est: On this 
question of evasion, before I go any further, I should . like to call my 
Honourable friend's attention to the distinction between what I would call 
fraudUlent evasion and legitimate or straightforward direct evasion. Th~re 
are many ways in which a man can so arrange the disposal of his assets 
and his busineSE that it does not become liable to the full income-tax to 
which it would be liable if he adopted Ii different met.hod. My Honour-
able friend quotE:d from the Central Board of Revenue's Report of 1924"25. 
I would remind him that it is perhaps a little out of date. He quoted 
from the Report a passage by the Board itself that the Board regrets to 
observe that evasion by tax-payers still con.tinues on a fairly large scale. 
I would remind him that the main purport of that paragraph was to call 
attention to the form of evasjon which was practised by those who put their 
property into "one-man companies" or who adopted other expedients of 
that kind to avoid their legal liability. That was what was mainly' referred 
to in this particular paragraph. My Honourable friend taunted the Gov-
ernment with t.heir failure to amend the law where it is necessary to 
amend it in order to get over the disadvantages which had been referred 
to -in this report. I would remind my Hon~lH'able friend that in Delhi, 
in 1930, we actually passed into law the provisi(i)ns which the Central 
Board of Revenue had in mind when they wrote that particular paragraph 
which he quoted. This was one of the very first things whleh I personally, 
took up when I took up my appointment as Finance Member. It was 
referred to a Seleet Committee, circulated for opinion, and I think it is- It. 
great credit to· this House thab that Bill was passed, so that that form 
of evasion is now countered 80 far as It is possible by legal means to 
counter action of that kind. Ag regards fraudulent evasion, th&t is in quite 
a llifferentcategory. My Honourable friend has suggested various means 
by . which fraudulent evasion could be minimised. At this late hour and 
at this late stage in the discussion of the Finance Bill I do not propose 
to go in detail through all my Honourable friend's suggestions. I think 
it. will suffice 'if I tell him that -they aU ha.ve our cortsideration, that SOBle 

. of \hem are not really practicable, and on ORe in particular 1 should like 
to ;88-Y a Jew words because it illustrates our general attitude towards this 
m~tter and the realities· of the position. One of my Honourable friend's 
proposals' was that ·the assessment should be doubled if an 6ssessee makes 

- no ret.t:lm and professes to keep no books. I would remind my Honourable 
friend that the duty-. of an Income-t.ax Officer is to try and assess the 
assessee's income as accurately as he can. He has no power to force hiIn 

. to. keep· books, and if we were to issue general instructions that whatever 
the previous assessment had been, it no Dooks were produced, it must be 
doubled, I put it to my Honourable friend that we shouJd be iSSUing im-
proper instructions, and in fact instruotions which it- would be quite 
illegal tor us to issue. On the other hand, I would tell him that the 
practice of the Income-tax Department is to follow what is known as the • 
principle of progressive enhancement. That is what they do. The basis 
on which they &I,lt is this. _ They apply the ordinary -presumption in fhe 
law _ of evicrence that. if a man withholds evidence that he could produce, 
he does sohecause it is to his advantage to do so, that is .to say, because, 
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in his partieular case, it would reveal i\ larger income than that on which 
we have been assessing him. That is a fair principle on which to act. 
But to lay down any arbitrary rule that the asse88ment must st.J:aightaway 
be doubled would be to depart from any sort of principle, and it would. 
be doing something which it would be quite illegal for us to do. We do 
go on increasing the assessment until the assessee can produce reliable 
evidence to rebut the presumption on which We make the assessment. 
I thought it worth while just to explain that particular position in 4etail 
because, in the first place, it shows that certain things which have been 
asked are unreasnmible nnd in the second place it shows what the Income-
tax Department themselves are doing. On the other points of my Honour-
able friend we propose to make further enquiries, and I would put it to 
him and to those interests which he represents, that if they, each working 
in their own business circles in the areas which they themselves know 
fully and are fa.miliar with, would endeavour to coilect evidence or to 
~t~blish 11 case on which the Government could take action, if the\' can 
make any specific suggestions to us, if they can do anything to create 
public ()pinion on which, as I have said, the whole posicion must funda-
mentally depend, then they will be really helping both the Government 
and the public. Any effort of that kind which is made, I give the fullest 
undertaking, will be responded to by the Government. 

Now, Ei'ir, there is very little tIme to deal with my Honourable friend's 
figures. He produced before t.he House quite an interesting statelllent, 
and [ welcome any attempt of tks kind to arrive at the truth in these 
matters. A good many of the points require furthe~ enquiry before I can 
give l\ detailed and full answer, and J do not want to prejudge my Hon-
able friend's case_ But on broad grounds I would put this to him. He 
has taken the standard of collection in Burma al'; the standard on which 
to make a start, and working on various bases, he has arrived at the re-
sult that if in the whole of India the standard of income-tax collection 
which prevails in Burma were applied, then the Government of India 
would recover an extra sum of about 6 crores. Now, Sir, " .. hatever room 
there is for improvement in the system of income-tax collection, whatever 
scope there may be ·for detecting evasion on a large scale, h()wever much 
our officials may suffer from ()rdinary human fanings, I cannot believe 
that', while all is black on the Continent of India, the position in Bunna 
is entirely free from these defects. My H()nourable friend }".o doubt would 
say that he has never claimed that Burma iI'l entirely free from thea", de-
fects. But he says that there are 6 crores which we could get if we ()nly 
administer our law properly in India, in Madras, in Bengal and Bomb:! ... ;, that 
there are those 6 crores that we could get if We only administer the Jaw 
as well as they administer it in Burma and that being his case, then I 
say on prima. Jacie evidence he is putting up a statement which I for one 
find it impossible to believe. Moreover, if one follows his figures further, 
one finds that one is led to the most surpri!!ing re-
Etults. If :vou use one of his tests-I noted this point 
as he gave the House the figures yesterday-if YOll use 
one of his tests, the nUl~ber of assessees in proport:on to the pepulation, 
;>ou find that Bo~:v is the best boy of the lot, at the top of the class; 
on the other hand, Iif you turn to his other methqd, the proportion of re~ 
venUe collected' in the form of· income-tax'· and super-tax to the custom! 
revenue collected at the ports of .entry into the province, Bomba.v goeg 
right down to the bottom of tbechlss And I had to cry "shame" to.: m1 
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HGMurable friendfrom.&tnt.ay· when I' heard those figures. 'Sir,wbat-' 
ever'my IroDourable"fri6lldwho 'put these figuresfurwal'ti !bclie~s Ilbout 
themtthGi the proposition wh,ich he is' supporting,. I feel sure that he, 
CMmOt" fool that he has abSolutely estsbHshed the case on thebasiSi o~ the-
figtll'8s which' h~ has' put before the House. I feel it necessary to go as:. 
far . ~s that; havmg. gone as far as that, I would return to my original pro-
posItIon and assure my Honourable friend, both for himself and for those 
whom ha represents and his Honourable colleague from Madras who took' 
the ~ame point, that we are going to inquire into these matters; Rnd, as. 
I'sald before, we are going to inquire into them with the purpose of Ending 
out how near the truth h.e has got and not for the purpose of pr<yving 
that he is wrong. Just one more point before I leave that quest'on. I 
have one interesting figure which I might give to the House. I am told by 
the Income-tax Department. that if the assessees' returns had beeD 
accepted as correct in 1929-30, we should have lost just ulid~r 4 croret; of 
revenue, that is to say, over 291 per cent. of the revenue. I think, that, 
as a broad statement, is ev:dence of the fact that the Income-tax DeVan-
ment is very busily at work; they have been able to put up the assesses~ 
own figures by J:s, 4 crores in the year 1929-30. . 

I should like also t{) tell the House that this particular matter has 
during the last six months had my constan.t attention .. It is ver:y <lifiioult 
to test whether, owing to the b,igher rates of income-tax, the pract:ce of 
evasion is increasing. We thought that one way of testing this would b~ 
to take the iincome-tax returns from companies in a certain portion of India. 
and oompare those with the income4ax that we got from people doing ordi-
nary b~ess; we felt that in case of the comparatively small nun:uer of 
busiBesses which are run by limited companies, most 9f' which Bre large 
in scale, in their case the chances 01 evasion were very small; so that, if 
we took them as a test and then c{)mpared the progress of ilJcomc·tax re-
cOVBrles ill their case with~e progress of income-tax r.ecoveries in the case-
of onllnary business done. on .8, small scale. we should get Eome line to in-
dicate to us whether tbe ordil)wY small businesses were eti::!aping income. 
tax by evasion. '. I may tell my Honourable friend that the fj.gure~ which 
We' obtained showed· 00. the contt:ary that there had been .1 constant im-
provement in the pereentag~,eollect:on from small businesses as compared 
with the percentage colklction from large businesses. Isi.lould ht· very 
pleased to give my Honourable friend a note which establi~hes that fact, 
and indeed on the whole of this question there is nothing that I wish t<>-
do more than to encourage the study of it among those who are engaged 
in business, 80 that they may help us to get an jmprovement, which r 
think is possible, but .which is not possible on such a scale and at such 
a rate as my Honourable friend himself has suggested. 

Now, Sir, the rest of ·the argument with which I have to deal hi'.s been 
largely concerned with income-tax administrat'on also, but the case h~s 
been made from the othtl!" side. My friends who spoke from the OPPOSI-
tion have not only not supported the view urged by Mr. Tait, but we have 
been attacked m;tn that side ott the ground that our income-tax !lflrninis-
t~tion is uniust' becsuse i,t :;is too, harsh. That charge. wOllld require a. 
ve-ry full aebate for yroper ,t~8tment and.I 8m. not g?mg ~ e:ttempt to 
eJ)~r ~nto. t,b.at que8tionnow.'· .~ Bon.oumb~ fl'leDd SIr H&l'l .Smgh. Gour 
hilS abUsed' the Government for· itot: taking &etlon OD ,11 draft BIll whlr-h he 
and 54' of lIiS"fr.iend« 'had-~~psred ... 1 w(JUld remind' 'my RonourabI~ 



friend that he only gave me a copy of that Bill towallds the closa:)fthe' 
last. .Sim·ls Session" and ev.en. iJ we had been. re&dy to take immediate' 
action on it-and I am afraid I C8DD0t hold. out . any strong hope 00 him 
that we are-but even if we had been prepared. to take immediate action. 
on it, we could hardly have. done so before we ssked the House to Iil>8emble 
for this emergency session. My Honourable friend referred to the practiee . 
in England, and Jed the House to suppose that the unofficial C{)mmis~ 
sioners in' England prootically did the whole of the income~tiix assessment. 
I think my Honourable friend misled the House on that matter, and I. 
would remind him of what are the facts. The a8sociat:on of the General 
Commissioners in England with jncome-tax work is in practice littlo more" 
than formal. Considering the mass of work to be dealt with, it cm;.ld not 
be otherwise. The Royal Commission of 1920 recommended that th!q for~· 
mality should be abolished. Even in regard to appeals the Report of the ,. 
same Comm.ission shows that the volume of work actually disposed of by 
the General Commissioners is very small. They wrote; 

''''An attempt by thE- General <A>mmitosionl'rs to carry out the Jncome-tax ActS. 
Herally would result in a breakdown. of, the machinery. the investigation of all 
c1llimll of exemption or abatement by the Commissioners themselves would neceasita ... 
their sitting almost continuously tlttoughout the year. Seeing that the General Com· 
missioners. are an unpaid body of men, frequently men with many other activities, it 
t.as n.aturally come to paM that many of t.he duties allotted to them are, with their' 
~nnctlOn, performed by the Inspectoc of Taxes. This course is convenient not only for 
thl' Commillllionera but for the tax· payers. .. • 
I will not weary the House with reading the rest of the qnotation £rom 
the ~eport of the Royal Commission. I would ask my Honourable friend. 
himself to s.tudy it.. '. 

Now, as a general conclusion, I am afraid I can do no more than repeat 
what I have repeated so often that the Rouse must be Wtlury of hefd'ing' 
me do so-that we are confronted w.ith a nat:onal emergency which we . 
consider can only be properly dealt wjth by the measures which we' have '. 
proposed. . . 

My Honourable friend, Mr. Anklesaria, pleaded most urg.;,ntly ·tha' al. 
though we had to meet a deficit, we should meet it b-y borrowillg, He.-
says that is what he would. do in private circumstances if. lIe were met with· 
a sudden d:fficulty of. this kind. He challenged me to name any single-. 
countrv which had, in his own words, a favourable balance of trade, which . 
was not meeting the present positi()nby borrowing. I am quit-e prepared'; 
to take up··my Honourable friend's challen~e. But I must ask him to be, 
rat.her more precise in what he has said. When he talks about 3 favolil'-
able balance of trade, that ;in itself is a most misleading expression. In· 
normal parlance a favourable balance of trade refers only to the so-called 
visible items of export and import. What matters to a country fur more 
than a favourable balance of trade is a favourable balance of payments, 
ond if s country is in a pcisition to export more merchandise: than it. im-
ports, that will do it no good at all if it is, on balance, a debtor. havin~ 
to meet interest on external loans; for if the interest which it hils to meet 
on external loans is greater than the favourable balance cif trade, this 
favourable balance of trade disappears into the gapaRd will not. ;avethe 
Rihlation. On th~ther hand,' if a country has, aD unfavourahla bal~nce of . 
vislhle trade but!8 a creditor OOUlltrv and, holds. II. large mass of mvest-
ment", abroad, then the mere fset. that its 'visible .imports exceeds its ex-
pr,rts is n~ indication of an unsound position. Now, there are. ~wo, ?OUB-. 
tries wh:ch illustrate these 1$0 csses, India hasnollllally. 9 }f!orge. Vlsib!e-
favourable balance of trade and normally that vfsiblebalsnce of m-~,~8: 
suftieient t{) cover India's external payments. England on the other linDa 



[l8TH No,'. 1931. 

, (Sir, George Schustet'.] 
i~ .a count~·y which ~ot'JDtllly has an ,unfav(I)lIrable balance as regarqs, her 
vl~ble exports andlJDports, but England has enonnous ~uIiis owini to 
her ~rom :torolld, which more than cover that deficit on the visible export 
snd Import balance. England is certainly a country which has a favour-
able balance of pa:vm~nts, and England has thought it nece'>sary to b!llance 
her Budget in exactly the same way as we have done now. 

My Honourable friend told us that the United States lind France and 
England have all of them been faced with deficits and he suggested that 
they had avoided sound measures for deal.ing with them. I gave the House 
the other day the figures of the French budgetary deficit for 1930; but. for 
] 931 the French Government, have taken aU proper steps to balance their 
Budget; find the Frt'nch Government are not going to .... mbark upon a 
pGlicy of budgetary deficits to be covered b~' borrowing. The same applies 
to Eagland, and England as I have already said is a sufficient guide and 
example for u!';. What is going to happen to the Un;ited States. I r·annot 
prophesy; but I think it is quite safe to say that in spite of the strength 
of'ht'r pO!1.ition, in !1.pit€ of the enonnons payments which ghe now hits to 
rect'ive by way of reparation!'; and interest on war debts, if tht) United 
States does not eventually balance her Budget, she will suffer consequences' 
from it which even ~he. with all her -strength, may not be able to stand. 
But she can Rfford for the moment to take risks. \-Ve cnnnot. We are not 
in a position in which we can afford to take any risks; and my Honourable 
friena's suggestion breaks down at once for a s:mple reason. He lla:-;s. "If 
:vour ~ncome is not sufficient to cover your expenditure and if you cannot 
reduce your expenditure immediately in order to provide the balanc,e. then 
go to your banklOlr and borrow the money". I would ask my Honourable 
frIend what he will do if his banker tells him. "I refuse to lend you m;mey 
uhtil ~·ou put your position on a souna basis". That is what would happen 

'to us if we refused to take the action which Government hnve now put 
'before the House. , 

, Mv Honourable friend and manv others have told us that in the vears 
1919, '1920 and 1921 India herself 'had unbalanced Budgets, and met the 
deficits by borrowing. That is a thing that can be done once. We are 
nOw suffering from the results of what was done then., A great m:my of 
tbe loans, which are now maturing, and causing us increasing difficulty, are 
loans which were raised at that period :n order to, meet tbese uncovered 
deficit!';, and unless we pull up now and make Otlt situat:on !1.Olmd, we here 
could not take the responsib;ility for the future, and I venture to put to 
Honourable Membern opposite that they themselves, when they- camp. 'to 
taKe it over would find that they bad succeeded to R ilamnosa hrrcilitllll 
which would' n1in them nnd ruin" the whole country. 

Sir Bari Singh Gour: Not being sure that the Honourable Member 
would give way, while he was referring to the statement I made ...... . 

• r. Presi4ent~ Whnt is the Honourable Member doing? Is he making 
1\ -personal explanation? . 

Sir Bari S~ Gour: Yes, S~r. ' What I state9 in, the .Murse of , my 
1>peech yesterdny as regards, the Income-tax Commissionet;s ,was taken r~~~ 
the En17lish Income·tax Act. What the Honoumble the Fmance Member 18 
Te1erring to to-day isth~ neport of' tli~ Royal QommisSi.oners, 'avery 
different thi.n~. . , 

"lIr.Presidem': The question is: 
~'That claulle 8 he omitted." 
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The Assembly divided: 
AYES 52. 

I 

Misra, Mr. B. N. 
Mitra, Mr. S. C. 

2153 

Abdoola Haroon, Seth Haji. 
Abdur Rahim, :Sir. 
Aggarwal, Mr. Jagan Nath. 
Azhar Ali, Mr, Muhammad. 
Badi·uz·Zaman, Maulvi. 
Bhuput Sing, Mr. 

. Mody, Mr. H. P. 
Murtuza . Saheb Bahadur, Maulvi 

Chandi Ma.I Gola, Bhagat. 
Chetty, Mr. R. K': Shanmukham. 
Chinoy, Mr. Rahimtoola M. 
Das, Mr. A. 
Das, Mr. B. 
Dudhoria, Mr. Nabakumar Sing. 
Dumlll!ia, Mr. N. M, 

Sayyiti. 
Pandit, Rao Bahadur S. R. 
Panna Nand, Bhai. 
Paltil, Rao Bahadur B. L. 
Puri, Mr. B. R. 
Puri, Mr. Goswami M. R. 
Rajah, Raja Sir Vasudeva. 
Ranga Iyer, Mr. C. S. 
Reddi, Mr. P. G. 

Dutt, Mr. Amar Nath. 
Gour, Sir Hari Singh. 

Reddi, Mr. T. N. Ramakrishna. 
Sant Singh, Sardar. 

Griffiths, Mr. G. I. 
Gunjal, Mr. N. R. 
Harbans Singh Brar, Sirdar. 
Hari Raj Swamp, LaIa. 
Ibrahim Ali Khan, Lt. Nawab 

Muhammad. 
Isra, Chaudhri. 

Sarda, Rai Sahib Harbilas. 
Scott, Mr. J. Ramsay. 
Sen, Mr. S. C. 
Sen, Pandit Satyendl"a Nath. 
Singh, Mr. Gaya Prasad. 
Sitaramara-ju, Mr. B. 
Sohan Singh, Sirdar. 
Sukhraj &ai, Rai Bahadur. Jha, Pandit Ram Krishna. 

Jog, Mr. S. G, 
Krishnamachariar, ~a Bahadnr G. 
Lahiri Chaudhury, Mr. D. K. 
Lalchand Navalrai, Mr. 

Thampan, Mr.K. P. 
Uppi Saheb Bahadur, Mr. 
WiIayatullah, Khan Bahadur H.M. 

I Ziauddin Ahmad, Dr. 
NOES 56. 

Ahm.:~ Nawaz Khan, Major Nawab. Montgomery, Mr. H. 
Allah Baksh Khan Tiwana, Khan Moore. Mr. Arthur. 

Bahadur Malik. Morgan, Mr. G. 
Anklesaria, Mr. N. N. Mujumdar, Sardar G. N. 
Azizuddin Ahmad Bilgrami, Qazi. Mukherjee, Rai Bahadur S. C. 
Bajpai, Mr. R. S. Noyce, Sir Frank. 
Banerji, Mr. RaJnarayan. Parsons, Mr. A. A. L. 
Bhore, The Honourable Sir Joseph. Pelly. Major H. R. 
Cosgrave, Mr. W. A. Rafiuddin Ahmad, Khan -Bahadur 
Crerar, The Honourable Sir James. Maulvi. 
Dalal, Dr. R. D. Raghubir Singh, Kunwar. 
DeSouza, Dr. F. X. Rainy, The Honourable Sir George. 
Desanges, 111'. H. C. Rajah, Rao- Bahadur M. C. 
Dyer, Mr. J. F. Rama . Rao, &i Bahadur U. 
Fazal Haq Piracha, Shaikh. Row, Mr. K. Sanjiva. 
Fox, Mr. H. B. Roy, Mr. S. N. . 
French, Mr. J. C. Sahi, Mr. Ra~ Prashad Narayan 
Graham, Sir Lancelot. Sams, Sir Hubert. . 
Heathcote, Mr_ L. V. Sarma, Mr. R. S. 
Hira Singh Brar, Bardar Babadur Schuster, The Honourab!e Sir George 

Captain. Singh, Kumar Gupteshwar Prasad . 
Howell, Mr. E. B: Studd, Mr. E. . 
Ismail Ali Khan, -Knowar Haiee. Suhrawardy. Sir Abdullah 
Ismail Khan, \ Haji Ohan-dhnry Sykes, Mr. E. F. 

Muhammad. Tait, Mr. John. 
Jawahar Singh. Sardar Bahadnr Talib Mehdi Khan. Nawab Major 

Sardar. Malik. -
Knight. Mr. H. F Todd, Mr; A. H. A. 
Lal Chand no' Ct· Yakub, SIr Muhammad 

Bahadu~ Ch'au~hri ap aIn Rao Yamin Khan. Mr. Muhammad 
Lan,. Mr.S. '1(> Young, Mr. G. M.. _ 
Th . Zulfiqar Ali Khan, Sir. 

e motIOn was negatived. 

th The Assembly then adjourned for Lunch tl'11 T , e Clock. . en M;nutes to 'thl'ee, Qf 

c 
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The Assembly re-assembled after Lunch at Ten Minutes to Three' of the 
Clock, Mr. President in the Chair .. 

Kunwar Raghubir Singh (Agra Division: Noil-Muhammadan Rural): 
Sir, I move: 

"That to sub-clause (1) of clause 8 the following be added at the one!, namely: 

"on all incomes over rupees ten thollSand· ... 

Sir, it is essential in the interests of the poor and the vast majority of my 
constituents that I should move this motion to amend clause 8 of the 
Finance Bill. Less than ten thousand rupees a year will come to about 
Rs. 800 or less a month, and a man getting such an income cannot be 
considered to be a rich man worthy of being taxed further. As I said in 
my speech on the general consideration of the' Finance Bill, it is only the 
rich people that should be taxed and not the poor, and here the burden 
will fall on the poor people and that is why I am moving my amendment 
to-day. 

If we compare the income-tax rates of 1930-31 with the present· pro-
.posals, it means an increase of tax from 50 to 100 per cent. on incomes 
over Rs. 2,{)()() to Rs. 15,000, and 80 per cent. on incomes between 
Rs. 22,500 and Rs. 1,60,000. The Honourable the Finance Member said 
that there should be no dis(:rimination between one dass ana llJlother, but 
here I have made a list of those things in which discrimination is evident. 
For instance, it has been proposed that there should be ilo reduction below 
Rs. 40 in departments other than Railways and the Post Office-the Police 
and some other departments also have been left out. If there was to be 
reduction, it ought to be everywhere. Then, Sir, those getting Rs. 4,000 
will be taxed to the extent of 5 to 6 per cent., and on lower incomes it 
will be about 25 per cent. The higher rate of tax should fall on bigger 
incomes, but here the case is the reverse. In India on Rs. 5,000, one 
will have to pay Rs. 300, while in England he will have to pay onl.' 
Rs. 100. So there is a difference between England and India. There is 
a rebate in England and not here, for married men for a first child, for 
a second child, etc.-but it is not the case here. On incomes between 
Rs. 30,000 to 60,000 the income-tax increase is 80 per cent. here, while in 
England it is 11 per cent. In super-tax it is 25 per cent., while in Enginnd 
it is 10 per cent. Therefore, there are very great differences between 
the rates imposed in England. and those imposed in India. As to the 
nation-building activities, eight annas per head per yeaI" is the incidence of 
expenditure in India, while in England four-fifths of the income is spent 
on such activities. There is a difference in the condition of the two 
countries, and so it will not be good to compare the condition of India with 
that of England. 

Sir, it has been said that there is a dearth of constructive. proposals 
from the non-official side. I wish to point out that a duty on matches waS 
proposed by my Honourable friend Lala Hariraj Swarup, and a duty on 
raw hides and skins was proposed by Mr. B, Das, which was summarilY 
dismissed by the Honourable the Finance Member. I suggeFt0d a tax on 
bones ana manure. The surcharge on income-tax is included in the 10 
per cent. cut in sa1aries. That may not be done. Another proposal w~s 
tha.t the number of white garrisons should be reduced, because there IS 
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no other department in which more economy is possible than in the Army 
Department. There are no wars just now and Government can very well 
carry on without so much expense in the Army. 

Again, Sir, there has been a talk about the efficiency of the Govern-
ment In Part II of the Gazette of India which is supplied to us, we see 
thftt under the heading "Gold and Silver" we find "nil" written there. 
I do not know where all this gold and Ililver has gone. When I was read-
ing in college we used to question the professor as to why the guld reserve 
of India was kept in England. He used to tell us because the I.ondon 
market was the biggest market in the world and therefore it was very safe 
there. Now, in the Gazette of India. we find "nil" under gold and silver, 
and we do not know where it has all gone. We want an explanation from-
the Government. I think this thing does not redound to the credit of an 
efficient Government. 

Sir, I received this morning a letter from Surat in which it has been 
pointed out that, "The income-tax in the past for a. number of years was 
at the rate of 2! per cent., that is, 5 pies in the rupee, and with an addi-
tion of 25 per cent. under the present Finance Bill the maximum rate will 
be 12 per cent., that is, 32! pies in the nlpee, to say nothing of the super-
tax". I have cited these figures to show that it is a very heavy burden 
of taxation which has been proposed by the Honourable Member, and by 
my amendment I seek to give relief to incomes below Rs. 10,000, on the 
ground that the burden of taxation should fall only on the rich and not on 
the poor. With these words, I move my amendment. 

Kr. T. ]f. B.amakriBhDa Beddt (Madras ceded Districts and Chittoor: 
Non-Muhammadan Rural): I support the amendment moved by my 

Honourable friend, Mr. Raghubir Singh. It is quite essential 
3 P.M. that we should give some relief to those whose earnings are 

below Rs. 10,000. The Income-tax Act is based on the English Act, and 
yet in the matter of administration there is a considerable divergence of 
principles adopted in both countries. In England the Government are 
careful to see that the assesee must be able to pay the income-tax without 
detriment to his social amenities and the education of his children and RO 

on. They give a personal allowance if he is a married man, and if he has 
got children an aHowance is given for each of his children. They g!ve ellow-
ances for dependants also; whereas in India the sole aim is. to get as much 
money as possible from the assessees. It is all the more necessary in 
India that such relief should be given as is given in England. Indiaill'! are 
liv!ng under a patriarchal system. The Hindu joint family system pre-
vaIls throughout India. There will be one or two earning members in a 
family and a number of dependants and distant relations to be maintfiined. 
~e family may, be· composed of a dozen members. One or two members 
WIll be earning, and still the tax will be collected on the joint income of 
all. According to the Hindu joint family, they have to incur (I. lot of ex-
pen~es on account of the marriage of girls, and education of boys and other 
~stlvals, and there is no relief at all under the Indian Income-tax Act. 

urther the tax is collected on the joint earnings of all the earning 
me~bers. For inst~e, one earning member might be in a village, 
earnmg Rs. 100, and another member in a ·town earning Rs. 100. They 
~ave to maintain families in two separate places, but the Act does not take 
;nto account all that~ but taxes them on the joint income, since individual-I they will escape the tax. Then take the taxes on business enterprises. 

n England, the !oBses of one year can be carried forward to the next 
c 2 
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[Mr. T. N. Ramakrishna Reddi.) 
year, and jf (nere are profits in the next year, the losses. will ~e ~educted 
and the tax will be paid on the balance alone, whereas 10 India. 1£ I': InQD 

has susta.ind u loss of Rs. 10,000 in one year, Government· wIll SImply 
keep quiet, and if he makes a profit of Rs. 2,~ next. ye?r. they will 
pounce up0n him and collect the tax, though 10 the prevIous .year he 
may have heclI on the verge of ruin. The an'lendment proposed IS there-
fore quite justified. 

If the Finuul'c :\>lember wnnts revenues, I shall suggest certain thingK 
for his consideration The Indian income-tax is based on the principle 
of the origin of the income, but that principle has not been carried to its 
logical condutli:m. So many incomes accruing and arising in India are 
escaping tax For instance, the a.llowances and slilaries and pensions 
paid to the Goyerument servants by our Government in England escape 
taxation. No~', thp Finance Member says this is a national emergenc~'. 
So I ask I~im why he should not tax these earnings instead of taxing the 
poor peopie. Th;u again the allowances and salaries accruing and arising 
in India 'Jf priv3.te emrloyees of companies and firm!'>, which are paid in 
England "scape tb~ tax, if the private company and their employees have 
entered into nn agreement that the payment should be made in England. 
It is quite 'unjustifiable that two persons should enter into an agreement 
of this kind in ord.er tc deprive the State of its legitimate income. 
because the company or firm is carrying on business here and the income 
accrues in Indi,l. That is another source. There are other sources of 
income, for infltnnl!f'. the interest guaranteed to railway companies by the 
Secretary of State. The railways work here and earn income here, !mt 
the interest is peid in England and thus escapes taxation. There is also 
the interest on sterling securities of the Government of India and the 
interest on ,he sterl ing securities issued by the British companies carrying 
on business in Indj,l, When the rules regarding the avoidance of double 
taxation are laade applicable throughout the British Empire including 
India, and are in operation, there is no difficulty in taxing these incomes. 
The,Y will not be taxed over a~ain in England. So I do not see why the 
IndIan exchequer shuuld lose the benefit of the income from these sources. 
If the Fin:mce Member wants further revenue, he should tap these sources 
instead of levying more· burdens on the poor Indian taxpayers. So I beg 
to support the amendment, which is intended to give relief to the inoome-
tax payers in. this country . 

The Honourable Sir George SchWlter: I will try to deal very shortly 
with this proposal. The financial effect of the amendment now before the 
House combined wit.h the similar amendment 'to clause !) would be 
according to our calculations a loss of about 35 lakhs in the current year 
and 65 lakhs next year, total loss about 1 crore. We feel tha.t we cannot 
face that loss and that is my first reason for opposing this amendment. 
I would however also oppose it on grounds of principle. We endeavoured 
in the changes that we introduced in the last Finance Bill to produce an 
evenly graded' seale; from t·he bottom to the top. Hono\lrable MeD;1bers 
who will look throught.hetahles which were supplied in the course of the 
Bud~et debates:o£ the last Delhi Session will be able to see that now the 
income-taX' "risel< by steady. and even steps from the bqttQIIl ~o the top. 
The whole obje~t of our proposal now to meet the financial· posiiion by an 
emergencysJlrchl:/,rge.of 2S'pei cent. is to distribute the. extra.burden evenly 
and nQtto,up!let this o~efully,thought-out graded'scale~ If ~u:onoUr"8ble 
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friend's amendment is accepted, it win completely upset that scale and 
will leave R number of steps down to ~he bottom which do not at all agree 
wit.h the general plan. We feel, moreover, that the rates of income-tax 
which will be levied on those lower incomes, even with the surcharge, 
are not unduly high. The rate on an income of Rs. 3,000 a yea,rwill now 
be about 3·9 per cent. It rises to 5·85 per cent. on incomes of about 
Rs. 6,000 and at Rs. 10,500 it goes up to 7·8 per cent. That is the 
highest rate paya.ble within the range of incomes which will be affected by 
this amendment. I would submit to the House that at a time of emer-
gency like the present, that is not an unduly heavy rate. Therefore, Sir. 
on financial grounds and on grounds which will upset our whole scheme of 
taxation, I am bound to oppose the amendment moved by my Honourable 
friend. 

lIr. President: The question is: 

"That to sub· clause '(1) of clause 8 the following be added at the end, namely: 
'on all incomes over rupees ten thousand'." 

lIr. D. 1[. Labiri Ohaudhury (Bengal: Landholders): On a point of 
order, Sir. Is any Honourable Member who has voted in one Lobby en-
titled to go into the other Lobby again? 

Mr. President: An Honourable Member is entit.led to give his vote once 
only. 

.-

Mr. D. 1[. Lahiri Ohaudhury: The parliamentary practice in England 
is that whenever an Honourable Member goes to one Lobby, that is an 
indication that he has already voted. 

Mr. President: The vot.ing lists are scrutinised by the Secretary. 

The Assembly divided: 

AYES 45. 
Abdur Rahim, Sir. 
Aggarwal, Mr. Jagan Nath. 
Azhar Ali, Mr. Muhammad. 
Bhuput Sing, Mr. 
Das, Mr. B. 
Dudhoria, Mr. Nabakumar Sing. 
Duma.sia, Mr. N. M. 
Dutt, Mr. Amar Nath. 
Fazal Haq Piracha, Shaikh. 
Gour, Sir Han Singh. 
Gunjal, Mr. N. R. 
Harban~ Singh \Brar, SU·dar. 
Ibrahim Ali Khan, Lt Nawab 

Muhammad. 
Ismail Ali Khan, Kunwar Hajee. 
Isra, . Chaudhri. 
Jha, Pandit Ram Krishna. 
Jog, Mr. S. G. -
Lahiri Chaudhury, Mir~D. K. 
Lalchand Navalrai, Mr. 
Misra, Mr. B. N. 
Mitta, Mr. S. C. 
MUjumdar, Sardar G. -N. 
l{urtuza _ Saheb Bahadur Vaulvi 

Bayyid. ' 

Pandit, Rao Bahadur S. R. 
Parma Nand, Bllai. 
Pat-ii, Rao Bahadur B. L. 
Puri, Mr. B. R. 
Rafiuddin Ahmad, Khan Bahadur 

Maulvi. 
RaghubiT Sin!{h, Kunwar. 
Ranga lyer, Mr. C. S. 
Reddi, Mr. P. G. 
Reddi, Mr. T. N. Ramakrishna. 
Sadiq Hasan, Shaikh. 
Sant Singh, Sardar. 
Sarda, Rai Sahib Harbilas. 
Scott. Mr. J. Ramsay. 
Sen, Mr. S. C. 
Sen, Pandit Satyendra Nath 
Singh, Mr. Gaya PraSad. . 
SitaramaraJu, Mr. B. 
Bohan Singh, Sirdar. 
Talib Mehdi Khan, Nawab :Major 

Malik. 
ThampliD, Mr. K. P. 
Uppi ~ahl!b Bahadur. Mr. 
Yamin Khan, Mr. Muhammad. 
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NOES 49. 

-Ahmad Nawaz Khan, Major Nawab . 
..Allah Baksh Khan Tiwana, Khan 

Bahadur Malik. 
Anklesaria, Mr. N. N. 
Azizuddin Ahmad Bilgrami. Qui. 
Bajpai, Mr. R. S. 
BaDerji, Mr. Rajnarayan. 
Bhore, The Honourable Sir Joseph. 
'Cossrave, Mr. W. A. 
"Crerar, The Honourable Sir James. 
Dalal, Dr. R. D. 
DeSouza, Dr. F. x.. 
Desanges, Mr. H. C. 
Dyer, Mr. J. F. 
Fox, Mr. H. B. 
French, Mr. J. C. 
Graham, Sir Lancelot. 
Heathcote, Mr. L. V. 
Hira Singh Brar, Sardsr Bahadur 

Captain. 
Howell, Mr. E. B. 
Jawahar Singh, Sardar Bahadur 

Sardar. 
Knight, Mr. H: F. 
LaI Chand, Hony. Captain Rao 

Bahadur Chaudhri. 
LalI, Mr. S. 

The motion was negatived. 

Montgomery, Mr. H. 
Moore, Mi'. Arthur. 
Morgan, Mr. G. 
Mukherjee, Rai Bahadul' S. C. 
Noyoe, Sir Frank. 
ParSOllll. Mr. A. A. 1.. 
Pelly, Major H. R. 
Rainy, The Honourable Sir Oeo~e. 
Rajah, &u Bahadur M. C. 
Rama Rao, Rai Bahadur U. 
Rastogi. Mr. Badri LaI. 
Row, Mr. K. Sanjiva. 
Roy, Mr. S. N. 
Sahi, Mr. Ram Prashad Narayan. 
Barns, Sir Hubert. 
Sarma, Mr. R. S. 
Schuster, The Honourab'e Sir Geo>rge. 
Shah Nawaz, Mian Muhammad. 
Singh, Kumar Gupteshwar Prlllla(\ 
Studd, Mr. E. . .. 
Sukhraj Rai. Rai Bahadur. 
Sykes, Mr. E. F. 
Tait, Mr. John. 
Todd, Mr. A. H. A. 
Yakub, Sir Muhammad. 
Young, Mr. G. M. 

lIIr. Amar lfath Dutt (Burdwan Division: Non-Muhammadan RUl'al): 
Sir, I. rise to move: 

"That Sub·clause (2) of clause 8 be omitted." 

This sub-clause now runs as follows: 
"(2) For the purpose of aSsessing and oollecting the additional tax imposed hy. 

sub· section (1),-

(a) the Indian Income-tax Act, 1922, shall be deemed to be subject to the 
adaptations set out in Pal't II of Schedule II to this Act, and 

(h) the Central Board of Revenue may make rules--
(i) ma:king such further adaptations in the Indian Income-tax Act, 1922, ~ 

may seem 10 it to be necessary to secure that the additional tax shall be 
equitably levied, and 

(ii) regulating the procedure of inoome-tax authorities in secUi-ing thl' as&eIIIIIl1ent 
and collection of the tax and the granting of refunds arising therefrom." 

Sir, my objeetion to this sub-clause is this that it gives unlimited 
power to the Incom~-tflx Officers and the department whose duty it is to 
collect these taxes ilDd to make rules fo1' it" conduct generally. The 
objection will appeal to every right thinking man, if yeu remember that 
in the administration of justice the fundamental principle is that a. nwn 
cannot himsdf b(, the legislator, the prof?ecutor, the judge and the execu-
tioner. Here we llave the four functions combined in one individl1;11. 
Sir, by lI! 8na1' vote you have been able,-I mean those whu are responsible 
for this increMe in the income-tax upon the people of India,-to take 
more in the shape of inCome-tax which we are already paying. If you reo 
member, _ Sir, the rate ~of income-tax which is imposed in India at the pre-
sent moment qndpr the Indian Finance Act of 1931 haa been raised a.bnor-
ma.lly, and ov(.r that abnormal increment, you want to put in again B 
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,surtax of another -Irt,h of the amount already leviable for six months. We 
;have to submit to it and you will be entitled to rob us to that extent 
for the next six months. But what I object to is the procedure of 
robbing. Sir, we have found that in looting bands of dacoits go to the 
house of the victim at the point of a revolver, ask him to hand over his 
money or be shot. 

An Honourable Kember: Specially in Bengal. 

Mr. Amar .ath Dutt: In Bengal they do not carry revolvers. They are 
not allowed to do so in order to safeguard lives and properties. BE> that 
as it may, fit tho::l point ''Of the revolver you ask for money to be delivered 
to you. A docile householder has either to value his life more than the 
money which is in his iron chest or he has to part with his life. Here the 
Government comes to us at the pqint of the revolver asking us to pay 
more this year no doubt, but they also want more from us.' Even the 
small amendment of my friend Mr. Raghubir Singh was not accepted by 
this House. ThH~ iR not the place nor the time to eommend on the 
record of vote" on either side, but at the same time I express my deep 
regret at the re~nIlt of the voting on the amendment for exempting people 
whose income ia below Rs. 10,000 a year. Now again to subject them to 
the tyranny of t,h~t tax collecting department is a thing which ought to be 
avoided. You give them rule making power; you give them power to 
,determine the prucedure by which to collect it, whether with revolvers or 
with lathis. Sir,. when you point a revolver at me, I can well under-
stand that you s~riously intend to kill me, and I at once part with my 
money. But here the Honourable the Finance Member does not himself 
come with a revolver, but he sets some over-zealous officer against' me 
with lathis, who will begin first by beating me, and then when I am sense-
less on account of +.he beating, they will take away the money which they 
want. Who can Ray that they will not take more than what the Finance 
Member really w'Ints? My painful experience of the Income-tax Depart-
ment, both ns 11 m\~mber of the Bar as well as a member of the public. 
'has been !hat they carry out instructions in a way which, if brought to 
light, would make the Finance :Member shudder. And then he would 
probably say that he is not going to rob people in that way. The Hon-
ourable the Finance Member says that he has not heard of any such oppres-
sion. Sir, the difficulty is this. If I am to speak out plainly that such 
oppression is praetised upon me. next year further oppressions will come 
upon me. That is the way in which oppressive zamindars put down their 
tenants, smd the voiceless tenants have to submit to the oppression of the 
zamindars. How many stories of police oppression do you hear? So long 
as the great daroga is in the thana, I have to live under h!s jurisdiction. 
it requires Dlor\~ . !,b.an human courage to be able to lodge· a complaint 
against the daroga before the Magi~trate or even the Sub-Divisional l'.IHgis-
trate. I kno"'· tl1&t here I can speak with gl"eat freedom and can lay all 
our gri'lVances before the Honourable the Finance Member, and I know that 
he will try to devise all possible human means to gIve us redress if all 
the tales of l)Pl'reSRion that is practised upon the asseRsees in the mofussil 
~re. brought to his notice. But let me tell him, through you, Sir, that it 
IS impossible ~Ol' U§,.,to na~ate all the tales .of woe that we. ~ave to suffer in 
B~gal. I WIll gR'e one lDsta.nce .. I recew~al~petitIOIo\ f.rom a 001"-
tam fruit LeUer ill. a district. That fruit seller's capital was not. more 
~an &.-100 or RB. 150, and that man's inoome was assesseJ to be not 
ess th~ :as. 6,000. Because he dared to Bend petitions, I had no other 
~ltematIvebut to advise him not to lay any charge of corruption against 
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[Mr. Amar Nath Dutt.] 
the officers concel·ned, but only to say ihathe had a fmit shop. The 
. higher· officers w(-re more kindly and he was. let off by being assessed on 
Rs. 2,200. '1'0 Hrm thi~ class· of officers wIth such powers over people 
who are to be assessed and who are to be subject to this sur-tax is sonie-
thing which ought not to be done. If you want to frame any rules, ·have 
them embodied in the Statute-book: embody them here so that we may 
discuss them nnd point out to you the difficulties and vote and come. to 
some conclusion. But for God's sake do not empower these people wIth 
rule making pOWt:lrs to rob us more than we ought to be robbed. I do not 
think that by omitting this clause, the Honour3ble the Finance Me~ber's 
expected ineoll1c will be lost. He has given us to understand that If he 
were to accept the returns submitted by the various assessees, as correct, 
there would b(i q, loss of 4 crores. The question is not whether there will 
be a loss of ·1 ~rores or not. The question is whether these assessees are 
rightly assessed or not. If you are to lose 4 crores by taxing people who 
ought not to be taxed, I think you ought not to do that. You have ample 
powers under the Government of India Act to introduce another Finance 
Bill when YOU find that there will be a deficit of 4 crores and to impose 
another sur-tax. There is no limit to your powers of taxation. But re-
member that the taxation has reached the breaking point, and I warn you 
that if you want to rob us of ail, please rob us gently and not in the way 
in which you want to. 

:Kr. President: Amendment proposed: 
"Sub-clause (2) of clause 8 be omitted." 

:Kr. B. Das: Sir, I gave notice of an amendll1~nt that part (a) of sub-
clause (2) of c!I\URC 8 be omitted. 

Kr. President: The Honourable Member's amendment will come up in 
due course. It proposes to omit only one part of the sub-clause. 

1Ir. B. Das: I find that the omission of the whole clause will serve my 
purpose. 

Kr. President: rhen you can support this amendment. 
][r. B. D&8: Sir, the grant of refunds arises under sub-clause b(ii) 

to this Bill. My object was to raise the whole question of salary cuts on 
my amendment·. A consequential amendment of my amendment will be 
the omission of Part II of Schedule II. This side asked the Finance Mem-
ber to give us a special day for discussing the subject of these cuts so 
thut he can know the wishes of this side of the House,-whether this Hide 
approves of ~he Government decision on a 10 per cent. salary cut in-
clusive of the 25 per cent. sureharge on income-tax. I take this opportunity 
of raising a debate on this subject so that Government may know the inten-
tions of non-official Members on this side of the House. Sir, the Retrer.ch-
ment Committee of which I have the honour to be a member fond oft which 
the Honourable the Finance Member was the Chairman, u~animously re-
commended a dnlary cut ranging from 3i percent. to 20 fer cent. We 
find that the Government of India, witli the approval of the Secretary of 
State, have decided that there should be a uniform cut of 10 per cent. 
and those who enjoy higher' salaries will get the deduction of ihe bur-tax 
on the income-tax. Sir, . we atrongly oppose that· dooisionQf. iJlec\ floMlrn-
ment of J ndia tl . the Government of India carry out that _ (}ecision., if; 
will be against the will 'Of the people of India, They mUst kliowtha:t:- J 

.~, :. .. if: \ :', ' • '. 
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find from tl speciul ~ommunique of the Government of India that they have 
adopted part of the recommendationR of the General Retrenchment Com-
mittee in ~lItting tlu' salaries of the low paid employees in the Postal and 
Railway n.~partmentll. They have adopted a eut of 2 pice in the rupee for 
salaries up to Rs. 40 and thereafter one anna in the rupet' up to Rs. 75. I 
cannot undershtnd whv the ·Government of India did not take the higher 
scale of ('ut 1'ecominended, namely, 15 per cent. for salaries above 
Rs. 1,500. 

The Honourable Sir George Ba.bly: On a point of order, Sir. I would 
submit that the discusl'lion of the merits or demerits of the decision of the 
Governmeut as b the 10 per cent. cut-it is very difficult, it seems to me, 
to make it relevant on a sub-clause in the Bill which provides that the 
Indian Income-tax Act shall be subject to certain adaptations. I woutd 
submit, Sir, that the Honourable Member should explain how it ilf 
relevant. 

Mr. B. Daa: I do not understand the point of order raised by the Hon-
ourable the Leader of the House. . 

JIr. President.: The point of order that the Honourable the Leader of 
the House h'1H raisf>d is that this clause which the Honourable Mr. Amar 
Nath Dutt seek... to omit nas no reference to any cuts. This is a clause 
the first part; of which imposes an additional income-tax of 121 per cent. 
for the current year and the second part provides the procedure to be .fol-
lowed with powel tt) make rules. I should like to know how on a sub-
clause like that the speech which the Honourable Member is making is. 
relevant. 

Mr. B. Das: Under sub·clause ~b) (ii) of clause 8 the Central Board of 
Revenue is authotiR~d to regulate the procedure of the income-tax autho· 
rities in securing the assessment and collection of the tax and the granting-
of refunds arising therefrom. My submission is that these refunds w~11 
include rebates, which the Finance Member foreshadowed in his Budget 
speech that the salaried officers would get a rebate of the surtax on income-
t·8.x. 

Mr. President: Hebate is one thing, re·fund is another thing. 
1Ir. B. Das: Well. Sir, I have one more point. If you will kindly 

'turn to page (j lind read Part II of Schedule II, which comes under (2) 
(a), Part II dea.ls with the procedure for regulating a deficient deduction 
of income·tax on E'Rlaries. 

Mr. President (to MI'. B. Das): Will you please point out which part 
of Schedule II, Part II applies? 

. Mr. B. D¥: l'!ut II says: 
"For the purpo8e8 of theprovilO to sub-section (2) of section 18 of the Indian 

Income-tax Act, 1922, any pel'80n responsible for paying any income c4argeable under 
tibia head 'Sah-ries' shall be deemed to have made a deficient deduction in respect of 
t e additional incom~tax imposed by section 8 of this Act a.t the ~me of making all 
PIL~ent8 made before the commencement of this Act, and such per80ll may.llHlke the 
ad]ustmllllta permitted by that .provisO."·'· . 

Rere. i~ refei's t.() saYarie" of. all Government offi~als. 
Mr. President: For 'the purpose of making adjustment. 

R )[r •. B. :Qas:This.Parl de~\I;l.:wi~h s~-ciause (b). (ii) of clause 8. l;his 
Ouse 1S entitloa t" raise this discussion of salary cuts. 
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Xl. President: 'rh~ House has been entitled to raise that question and 
we have had nearly 10 days' debate on the issue. The present issue is a 
nlstricted o,}e. I have never prevented any Honourable Member from 
dealing exhaustively with all those issues during the last 10 ~ays that 
the House has been sitting. On the present occasion the questIOn as to 
the Government's decision to reduce salaries does not arise. 

JIr. B. Das: This refers to rebates on income-tax. 
Mr. PrasideDt: I do not think there is any reference to rebates in this 

clause. Will the Honourable Member please speak on the clause as it 
stands. 

JIr. B. Das: This rule-makmg power gives Government the authority 
to make roles wherebv they can give salaried officials of the Government 
rebate or refund of the income-tax. That is my submission and my inter-
pretation. 

Sir Lancelot Graham (Secretary, Legislative Department): No, no. 
The Honourable Sir George Schuster: May I point out to my Hono~­

-able friend that this sub-clause has nothing whatever to do with the pomt 
which is exercising his mind. If my Honourable friend would read the 
Explanation which is gIven in the 5tatement of Objects and Reasons as 
to why it has been necessary to add these two additional sub-clauses to 
clauses 7 and 8 of the Bill, I think he would be able to satisfy himself that 
they cannot be applied for the purpose which he has in mind. I was ex-
pecting in the c0urse of my reply to explain to the House exactly wny 
these two sub-clauses have been inserted; I had better leave it over till 
then. I can assure my Honourable friend that the point which he has in 
mind h:ls no connection whatever with this sub-section and that no power 
is created under this sub-section t.o be used for that purpose. 

JIr. B. Das: May I ask. .... 

lit. President: Order, order. I cannot allow further discussion on the 
point of order. wm the Honourable Member restrict himself to the provi-
sions of t.he clause. 

Mr. B. D&8: I do not wish to speak, Sir. 

Mr. President: Does anv other Honourable Member wish to address 
the House? . 

Xr. R. X. Shanmukham Chetty (Salem and Coimbatore cum North 
Arcot: Non-Muhammadan Hural): Sir, I would only like to ask one or two 
~uestions of the Honourable the Finance Member, so that he can give Us an 
answer with a view to enable us to understand the procedure that the 
Incomp,·tax Depsrtment. intend to follow in this connection. Under sec-
tion 18 of the Income-tax Act I find that any person responsible for paying 
any income chargeable under the head "Salaries" shall at the time of 
payment deduct income-tax on the amourl.t payable at the rate applicable 
to the estimated income of the asseSHee under this head. We know, Sir, 
that in practice persons who are responsible to payout salaries have every 
month to deduct the relevant income-tax from the salaries of .the employees 
and remit it to the Income-tax Department. My Honourable friend noW 
imposes a surcharge of 12! per cent. on the income-tax which has already 
been paid this .year. I would like to know whether the relevant rules are 
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readv now in draft and I would in particular like to knOw whether IJIl em-
ploy~r in, say, paying out the salary of his employee for December would 
be asked to deduct the whole of the arrears of income-tax for the previous 
ten months from the pay for December or what other procedure is to be 
adoptpd. I wocld also like to know what happens in .a case where, for 
example, the person under my employ who is liable to pay income-tax 
has left my service two months ago. Do I become liable then personally 
for the arrears which will fall upon the person who has left my employment? 
We do not find satisfactory explanation of the procedure in the Bill 808 
given to us, and therefore in replying to the de~ate I would like my 
Honourable friend to enlighten the House on these POlDtS. 

JIr. B. R. Purl (West Punjab: Non-Muhammadan): Sir, it seems to 
me that there exists a ccetain amount of confusion as to the exact scope 
and the meaning of sub-clause (2) of clause 8. I do not know whether 
I am right or otherwise, but I venture to think that sub-clause (2) of cla.use 
8 is merely a consequential provision. The main provision is contained 
in sub-clause (1) of clause 8. Sub-clause (1) is really the operative part 
of it, the essential part of the provision, which lays down that one-eighth 
of the amount of the present income-tax shall be added, so far as the 
present year is.00ncerned, to the income-tax amount which has already 
been assessed. That part of clause 8 has already been passed by the 
House. Now, in order to give effect to that provision .... 

lIIr. President: Order, order. The House has not yet passed that 
Clause; the amendment to omit the cJause has been defeated. 

lIIr. B. R. Purl: Exactly. I venture to think, Sir, that sub-clause (2), 
J1R I have alreRd~' submitted, is merel~' It conseqllential provision in order 
to give effect to the main provision which is contained in sub-clause (1). 
That being so, I do not think it is a substantial provision like the main 
clause 8; it is really in order to make that provision workable and not "to 
leave it as a dead letter, that this provision had to be made. Therefore 
my submission is that. we would be stultifyiJlg ourselves to a certain extent 
if, after having in a way accepted the principle which is contained in the 
main clause we, . . . . . 

Xr. President: Order, order. The Honourable Member is again mis-
f'onreiving the [-osition. The House has not accepted the principle under-
lying clause 8. The occasion when the House will be called upon to pass 
the clause will be when the Chair puts clause 8 to the vote.. Then the 
House has either to pass it or to reject it. At present all that the House 
has done is that they have thrown out the amendment to delete the clause. 

JIr. B. i. Puri: Very good, ,Sir. Then this provision is a necessary 
corollary to thE' main provision. It stands or falls with it. If the main 
clause is ultimately passed, I do not see anything offensive so far as this 
clause is concerned because this is onlv a. consequential relief, and there 
must be some workable method of carrying out the main provision if and 
when that is pa~l. Otherwise we would be stultifying ourselves if we 
ultimately passed the substantive law and did not provide the procedure 
Qr method to CR,rry it out, 

I should like the House to note Qne more thing, .&nd that is th&t this 
~-cl.ause (2) has -got absolutely nothing to c1o. With it 8Ot.r as the gr&nting 
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. (Mr. B. :R. Puri.]· 
of refunds, etc" is concerned. It does not _place any powers in the hands 
of the Central Board to determine and decide in what cases refunds should 
or shoold not bp granted. This sub-clause merely J:egulates the procedure 
with regard to the grant of refund. and similiarly in (b)(i) it lays down 
merely the procedure. It does not place any arbitrary powers in the hands 
of any board. central or otherwise, to determine the question whether in 
certain cases a grant should or should not be made. Therefore to my 
mind, this clause is not only inoffensive but an essential part of the main 
prov,ision. 

Mr. S. C. SeD (Bengal National Chamber of Commerce: Indian Com-
merce): Sir, I should like to know the import of this clause so far as 
sub-clause (2)(a) is concerned. It says: 

"The Indian Income-tax Act, 1922, shall be deemed to be sUhject to the adaptatiol1'll 
!Jet out in Part II of Sehedule II to this Act;" 

Now, referring to Part II of Schedule II we find that clause 1 provides' 
"For the purpooes of the proviso to lIuh-section (2) of section 18 of the Indian 

Income-tax Act, 1922, any perl!Ou responsible for paying any income chargeable under 
the head 'Salaries' shall be deemed to have made IL deficient deduction in respect of 
the additional income-tax imposed by section 8 of this Act at the time of making all 
payments mGde before the commencement of this Act., and lIucb person may make the' 
adjustmentB permitted by that proviso." 

As the Act makes the payment of this tax wit~ retrospective effect, i.e .• 
from an earlier date, this clause imlloses an obligation on the employer to 
be responsible for the deficiency of the taxes which he has not realised. 
but which Ly virtue of the present Act he is supposed to have realised. 
Now, under section 18(7) of the Income-tax Act, "If any such person 
does not deduct and pay the tax as required by this section. he shall, 
without prejudice to any other consequences which he may incur, be deemed 
to be personally in default in ;respect (of the tax ". Therefore, taking 
the Schedule and section 18{7) of the Act. he is deemed to have made 
default and by this sub-section (7) of section 18 he is made personally 
liable. I have talked about the matter with Sir Lancelot Graham, and he 
assured me that it was not the intention of the Government to make the 
employer personally liaole for this tax, and he says that the Central Board 
of Revenue have issued, or will issue instructions to the Income-tax Offi-
cers not to make employers personally responsible. If I get that assurance. 
there is no question; otherwise I shall have to object to that particular 
dause. I want to know what is the intention of the Governmen~. 

Sir Lancelot Graham: ,Sir, on this small point which is agitating my 
friend, Mr. Chetty, and Mr. Sen, Mr. Sen has already told the House tha.t 
he had some conversation with me and I passed on his troubles to a very 
sympathetic Central Board of Revenue. He first pointed out that the 
provision itself does not require anybo!ly· to make this deduction under 
section 18, it merely enables him to do so. That I think will answer my 
friend, Mr. Chetty, in part at any rate. It enables him to do so, and in 
doing so he caD. use his, discretion, and the Board of Revenue has no con-
trol over him. . 

The other point which my friend Mr. Sen was troubled ·about wastha~ 
he thoug-ht that it might be held that a person was in default under sec-
tion 18{7) if he failed to deduct from the .. salary of a peJ,'SOD wb6had 
ceased to hem hls emplojment; It is just pOssibfethat that is so, and 
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it is for that reason that the Central Board of Revenue have'is8ued"-cer-
tainly if they have not issued already, they are intending to issue .acircular 
pointing -out that this power is optional; it does not confer /lny oblig&ti~n 
on the emplo~'er at all. Quite apart from that, I think it might .be con-
tended that this Sehedule only empow~rs the employer to take this action 
for the purpofles of the proviso to sub~section (2) of section 18. and that 
it does not place him in a position of default as regards sub-section (7) of 
that section. Actually, however, that position will not arise owing to 
the instructions which have been or are being issued to all Income-tax 
Officers. 

IIr. R. X. Shanmukham Ohetty: Sir, just to make the point clear, do 
I understand that, according to section 18 of the Income-tax Act, there is 
no obligation imposed upon the employer to deduct the income-tax payable 
by a person under his employ before he pays down the salary? 

Sir Lancelot Graham: There is no obligation in respect of the deduc-
tions which are made under th.} proviso. There is an obligation as regards 
the main portion of the sub-section, but not to make adjustments and addi-
tions under HIe proviso. That is merely a power for the purpose of adjust-
ing any excess or deficiency. It is merely fI power conferred under the 
proviso and is not IUl obligation. I hope I have succeeded in . making 
that clear. . 

The Honourable Sir George Sch1l8ter: I have, Sir. already exprained 
to the House that the~' will find the real reason for this proviso if they 
read paragraph 7 of the Statement of Objects and Re8SOBs. n was 
really necessary for the Government to insert a t>roviso of this kind in 
clauses 7 and 8 because we were introducing an unusual procedure. We 
wanted to have some latitude to deal with any points that might have 
been overlooked and which could not, in the short time available for the 
drafting of the original Finance Bill, be funy dealt with.A-t least we 
could not feel sure that we had fully dealt with them. In respect of the 
general line taken by my Honourable friend who moved this amendment. 
I would point out to him that really the object of this proviso is in the 
interests of the assessee. I would particularly call his attention to the 
wording of sub-clause 2(b) (i) where the word "equitably" occurs-"as 
may seem to it to be nece8sary to secure that the tax shall be equitably 
levied". 

My Honourable friend, the Deputy President, has asked one or two 
questions. I think on the whole those questions have been satisfactorily 
answered by Sir Lancelot Graham; but I would like to give him the 
general assurance that the Central Board of Revenue in acting under 
this portio~ of the Finance Bill will certainly act in a reasonable and 

(P.M. 
equitable way. I have already explained that, what we are 
really aiming, at doing is .to impose the full surcharge of, 25 

per cent. for ~he six months of the year which remained when we intro-
duced this Fina~ce Bill, ·but because of the fonn· of the In;)ome:tax Act 
we could not p~t, in that .way ;. we have had to make it a 12i 'per. cent. 
surcharge for the whole 12 months. That undoubtedly means that on 
the. remaining payments which ,have to ,be,: Il}ade ill :the; ,case Qf salaries, 
We llh6uld 'll-'ctually have to deduct. more t~aq the !~~itionaL12t percent. 
l!Iurcharge; we shhll. have arrears to .reqo~er. If. there, were full six 
months ·avaiIable.tJ:lO~.~rreo.rs, would ob,v~o~~Ly. ,b'av~ been l'6COvered 
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by charging the current 12, per cent.. and an additional 12i per cent. for 
each of the six months, and t.hen we should have the full amount due. 
There will now only be four full months after'the passage of the FiaaTIce 
Bill, and some different arrangement will have to be adopted; put it will 
be our intention to work this fairly and equitably and in a way which ~ill 
cause the least burden on the assessees, and also in a way which will 
'cause the least inconvenience to employers who are bound to deduct tax 
from the salaries. If my Honourable friend has any points to ma~e, 'I 

,should be very glad to receive suggestions from him or from any othel' 
quarter of this House before our rules are finally issued. Our rules are 
now in draft; they have not been finally issued; naturally until the Ii'inance 
Bill is passed they cannot' be issued. But p.ow is the time if anybody has 
any points to make which may not occur to us, and we should be very 
glad to consider them. 1 do not think I need say any more in opposition 
to my Honourable friend's amendment. . 

.. ~ent: The question is: 

"That sub-clause (2) of clause 8 be omitted." . 

The' motion was negatived. 

Kr. Pruident: The nen amendment is from Mr. B. Das.· 

Kr. B.'Das: I don.'t move it, Sir. 

Kr. President: The next· a.mendment IS also from Mr. Das dealing-
with the Schedule,-No. 129. t 

Kr. B. Daa: I do not want to mo"e it either. 

1Ir. President: The question ill: 

"That cl&use 8 stand part of the Bill." 

Kr. R. S. Sarma: On a point of order, Sir. This House has rejected. 
the motion that clause 8 be omitted; that is it means that it should stand 
-ps:rt 01. the 'Bill~ Alter having ta'ken a decision to that effect, is it in 
order that this clause should again be -put to vote? 

lIr. President: The Honourable Member does not seem to realise 
that when there is a substantive proposition and an amendment, and when 
the amendment is rejected by the House, the original proposition is put 
to the vote. If this is not so, there would be no meaning in the Chair 
putting the question that a partic,!-lar cl~use stand I?art .of the. Bip. When 
that question is put, the House IS entItled to deCIde It as It hkes. ~e 
question which 1 have now to put is that clause 8 stand part of the BIll . 

• "That in 'sub·cmuse (2) of c1asue 8 part (a) be omitted and part (11) be renumher-
'!d accordingly." 

t"That Part II of Schedule n to th9 Bill be omit1led." 
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The assembly divided: 
AYES 53. 

Ahmad Nawaz Khan, Maj~r Nawab. 
Allah Baksh Khan Tiwal.a. Khan 

Bahadur Malik. 
Anklesaria, Mr. N. N. 
Azizuddin Ahmad Bilgr&D1i. Qazi. 
Bajpai, Mr. R. S. 
Banerji, Mr. Ra.jnarayan. 
Bhore. The Honourable Si,' Joseph. 
Cosgrave. Mr. W. A. 
Crerar, The Honourable Sir Jamea. 
Dalal, Dr. R. D. 
DeSouza, Dr. F. X. 
Desanges, Mr. H. C. 
Dyer, Mr. J. F. 
Fazal Haq Piracha, Shaikh. 
Fox, Jlfr. H. B. 
French, Mr. J. C. 
Graham, Sir Lancelot. 
Heathcote, Mr. L. V. 
Hira Singh B,ar, Sardar Bahadur 

Captain. 
Howell, Mr. E. B. 
Ismail Ali Khan, Kunwor Hajee. 
Jawabar Singh, Bardar Bahadur 

Sardar. 
Knight, Mr. H. F. 
La.I Chand, Hony., Captain Baa 

:&hadur Chaudhri. 
Lall, Mr. S. 
Montgomery, Mr. H. 

Meore. Mr. Arthur. 
!\{organ. Mr. G. 
Mnjumdar, Sardar G. N. 
Muk:'el'j?e. Ilai Babadur S. C. 
Noyce, Sir Frank. 
Parsons. Mr. ,\. A. L. 
Pelly, Major H. R. 
Rafiuddin Ahmad, Khan Bahadur-

Maulvi. 
Rainy, The HonouraHe Sir George. 
Rajah, Rae Bahadur M. C. 
Rama Rao, Rai Bahadnr U. 
Row, Mr. K. t!anjiva. 
Roy, Mr. S. N. 
Sahi, Mr. Ram Prashad Narayan; 
Sams, Sir Hubert. 
Sarma, Mr. R. S. 
Schuster, The Honourable Sir George;. 
Studd, Mr. E, . 
Suhrawardy, Sir Abdullah. 
Sykes. Mr. E. F. 
Tait, Mr. John. . 
Talib Mehdi Khan, Nawab Ljw 

Malik. 
Todd, Mr. A. H. A. 
Yakub, Sir Muhammad. 
Yamin Khan, Mr. Muhammad... 
Young, Mr. G. M. 
Zulfiqar Ali Khan, Sir. 

NOES 44. 
Abdur Rahim, Sir. 
Aggarwal, Mr. Jagan Nath. 
Azhar Ali, Mr. Muhammad. 
Bhuput Sing, Mr. 
OJetty, Mr. R. K.Shanmukbam. 
ChiDoy. Mr. RahimWola M. 
DaB, ·Mr. B. 
Dumasia, Mr. N. M. 
Dutt, Mr. Arnar Nath. 
Gour, Sir Hari Singh. 
Griffiths, Mr. G. I. 
Gunjal, Mr. N. R. 
Harbans Singh Brar, Sirdar. 
Han Raj Swamp, Lala. 
Ibrahim Ali Khan, Lt. Nawab 

Muhammad. 
Isra, Chaudhri. . 
Jha, PaDdit Ram Krishna. 
Jog, Mr. S. G. 
Lahiri ChaUdhury, 'Mr. n. K. 
Lalchand Navalrai, Mr. 
Misra, Mr. B. N. 
Mitra, Mr. S. C. 

The motion was adopted.. 
Clause 8 was .uaedto the Bill. 
Kr. President: The question .. is: 

Mody, Mr. H. P. 
Murtuza Saheb Bahadur, lIrTalll'vf 

Sayyid. 
Parma Nand, Bhai. 
Patil, Rae Bahadur.AL. 
Purl, Mr. B. R. 
Raghubir Singh, Knnwar. 
Ranga Iyer, Mr. C. S. 
Rastogi. Mr. Badri LaL 
Reddi. Mr. P. G. 
Reddi, Mr. T. N. RamakriabDa;.. 
Sant Singh, Sardar. 
Sarda, Rai Sahib Harbilas. 
Soott. Mr. J. Ramsay. 
Sen, Mr. S. C. 
Sen, Panmt Satyendra Natb 
EllugiJ, Kumar Gupteshwar Prasad: 
Sifaramara,ju, Mr. B. 
Sohan Singh, Sirdar. 
Sukhraj Rai. Rai Bahadur. 
Thampan, Mr. K. P. 
Uppi Saheb Bahadnr, Mr. 
WiJayatullah, Khan Babadnr H. 11_ 

"That Schedule II, Pa.rt II, stGnd part of the Bill." 
The motion was adopted. 
Schedule II, Part II, was added to the Bill. 
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Kr. President: ,The question is: 

. "That. <;lause 9 stand part of the Bill." 

Rai Sahib Barbilas Sarcla (Ajmer-Merwara: General): I move that 
dause 9 be omitted . 

...... 

.It is quite unnecessary for me to make any speech in moving this amend-
ment .. The arguments that were advanced in support of the amendment 
to clause 8 apply with equal force to this amendment. In fact, the force 
of those arguments becomes redoubled when those arguments are applied 
to this amendment, for the surcharge under this clause is 25 per cent., 
whereas under clause 8 it is 12* per cent. 

Sir, with the income-t.ax super-tax and the surcharge, very nearly 
seven annas in the rupee out of the rich man's income will be taken away 
by Government, resulting in capital becoming scarce. The lack of capital 
will injuriously affect the Indian industries and Indian trade: and this 
heavy, almost crushing taxation will cripple the resources of business mell 
in. this country. If the object of Government were-and I am sure it is 
no~if the object of Government were to stifle industrial effort in this 
country and to put a handicap.on Indian industry in its competition with 
foreign industry, Government could not find a better and a more effective 
means' of doing it than to levy the proposed taxation. The social effect 
of this heavy taxation will also be bad. The rich, when this heavy 
taxation is levied and collected, will have to sink into the upper middle 
dass, and the people of the upper middle class will sink into the lower 
middle class. The taxation therefore in its present form will not only 
have an adverse effect on industry and trade in this countrv, but its social 
effect will be equally injuriou'l. -Sir, I move. .. 

Rao Ba.hadUr B. L. PatU (Bombay Southern Division : Non-Muham-
madan Rural): I rise to support this amendment. Clause 9 provides for 
the collection of taxes for next year. In Eupporting this amendment, I 
have got a few··reasons and I beg to plsce them. before the House. 

In thtdii'st place, I should like to submit that it is premature to impose 
taxes for the next year. In the second place, it is extremely unusual in 
the course of a Finance Bill to propose taxes for the coming year. The 
reports of the several Retrenchment Committees are not yet finally before 
us. They are yet to come,and t.he Government have also not yet made 
up their minds to\\'hat extent they can effect retrenchments even with 
regard to the present reports tbat have been submitted, and also with 
regard to the 'reports that have yet to come. - After -the reports are sub-
mitted, we will be in a position to know to what extent Government could 
act\1aUy retrench. That is one reason. In the next place, we have been 
told that there are many signs of revival of trade and that the present 
depression in trade is likely to abate. If such be the case,we -shall be 
in a position at the end of this year to know.how we stand.- There is also 
another reason. At the end of this vear we would' know whether the law 
of diminishing !"EtUrDS has operated this:. year so far as the new propoSals 
of taxation are concerned. It· has been argued very strenuouslv bV some 
H<?nouTable Members on this. side of the House -thl\t -the law -of' diminishing 
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returns will apply if the taxes are raised to such an enormous extent. 
\\! hen we kQow that the law of diminishing returns has operated, we would 
be m a position to understand the value of the suggestion!! made on this 
side of the House. We hope that .then the Finllflce .Member will eertainiy 
yield to our sugtiestions, and jastly my reason for supporting this amend-
llIt:lnt is on the ground that we have already passed cJ,luse 8 of the BJU 
and Honourable Members who opposed the passing of that clause sub-
mitted that it would operate very heavily both on the rich and the poor 
alike. I think that fact cannot be denied. The only answer to it is that 
there is a natio!ls) emergency At the end of this year we will be in a. 
better position to know whether that national emergency is still there or 
hils disappeared or partly disappeared. For these reasons I support the 
amendment. . 

S. G. Jog (Berar Representative): This year particularly we are in 
the midst of taxes and axes. Some people have been hit by the 
axes and some people have been bit by the taxes and some pe:>ple' 
have been hit both ways. When discussing the second clause 
of the Bill, I had occasion to pass some criticism as to taking 
such a long range and taking measures about 12 months ahead by 
Way of taxation. By way of reply the Finance Member said that there 
was some difficulty in not taking such a long range, as in the case of 
customs. it was very difficult to pnrchase new stock unless one. was 
"ssured of the duty which would ultimately affect the selling and buying 
prices of those commodities. I must congratulat.e the Finance Member 
that the reasoning that he gave to my mind was really sound so far ,88 the 
(mstoms duties were concerned, but I for one cannot see whether t,he same 
reason can apply in the ease of income-tax. Here, people will be earning 
their incomes whether this tax exists or not, and the difficulty, which the 
Finance Member expressed, when giving a reply in the case of cust,oms, 
does not apply in the case of incomp-tax. As observed by my friend the 
IRst sppaker. we do not yet exactly know how we stand with resnect to_fflll' 
several retrenchment proposals. Probably we will have to raise this tax still 
more if the present emergency continues. In fact the whole thing is in 
an uncertain stat,e. Having passed the last clause and given the power 
of taxing incomes for six months this year with a surcharge, I flee there 
IS no necessity of extending this tnx for another 12 mont.hs in advance. 
When discussing the constitutional issue on clause 2, I also made the 
remark that many Members of this House were absent, and a measure of 
this sort should not be forced on the House in their absence. The whole 
House will be meeting in the course of a month and a half, and we wiII 
know exuctly what the financial situation then will be and what wHI be 
the n.rcessitV for further taxation of income-tax. Would it not be reaBon-
able then to c6me forward with this increased income-tax when we meet. 
next? We shall then have ample time to discuss and decide the issue 
tnore sat.isfActorily. For th~Re reasons I support the amendment moved 
by my friend Uai Sa.hib Harbilas Sarda. 

Pandlt Satye!ldra Bath Sen: (Pref';idency Division, Non-Muh:lmmadnn 
Rural): Sir I, too, ¥e to support the amendment. Clause 9 is practically 
a. continuation of clause 8, and I wish to make some preliminary observu-
t lonR. I do admit that we were defeated in regard to_ the deletion of clause-
8, but I beg to submit that Government won not owing to the cogency of 
the argumentA put. forward by the Finance Member, but probably owing 
t~ some neglect, on our own part. I hope we shall be able in the meantime 

11 



LJi:GISLATIVB ABli.DlBLY. [18TH Nov. 19iH. 

[Pandit ~Qtyendra Nath Sen.] 
t.c, reorganise ourselves, and 1 also hope that Honourable :Member!! will 
grow Wlser and exercise better judgment on this occasion. As was shown 
hy more than one HonourabJe Member during the debates on the la!!t two 
olauses, the rates of income-tax in India are much higher than those in 
t.he United Kingdom. The fact remains unshaken in spite of the figures 
quoted by the Finance 1\lember with regard to t,he increase of 'pereentage 
in England. Sir Hari Singh Gour took the trouble of quoting chapter and 
verse, which I think waR almost superfluous, because it goes without saying 
that if the rates in England were as high as t.hey are in India, the English 
people would at once start a movement which would be cnlled not the 
··civil disobedience movement" but the "criminal disohedience movement". 
Th" rateR of income-tax in our country come up to 26 pies in t,he rupee, 
and those of super-t.!!x come up to 7fi piM in the rupee. TheRp. nre not 
uniform rates. but taking a fair and reaflonable average. those rateR nome 
up to 40 to 50 per cent. This was made clear' by the Explanatory Mf'mo-
rnndum which was supplied to us during the debate on this Ram9 suhject 
at the last Delhi Session. Weare I10W going to have a surcharge of 25 
per cent .. thRt is t.o say. the rateR ill that case will come lip t.o !i0 to 60 
per cent. We are t.hankful to the Finance Member that he does not 
d!'maTld c"nt. per cent. tax from us. In this cOIlnpction I am Tfminded 
of a Emopean Professor Rt Calcutta who somptimes when he waR extr!'me-
ly sat.i!:;fied with the answers given hy the examinee would award him even 
105 or 110 marks when the full marks were only 100. 

Sir, -it has been argued by some that this measure affects not the poor 
people but affects the rich men only. Sir, that is not true; it affects not 
only the rich men, but also the poor men, or, if not the poor men, the 
middle class men surely, because it deals not cmly with super-tax but also 
with income-tax and begins with the lowe8t mne, namely, incomes of 
Es. 2,000 per year. And to say that a person haying an income of Rs. 2,000 
a year only is a rich man in these days befits the mouth of an lndan 
only. I am sorry the Honourable Member is not here. (An Honourable 
Member: "Who is he?") Sir, with reference to the rich men also, I 
think some words may be pleaded in t.heir justification. Everybody in 
soc;ety has fJ utility of his own. (Hear, hear.) Rich or poor, intelligent 
or foo1ish, patieJlt or irascible, €overy one ~rves a useful purpose in society i 
and 1 think the rates of income-tax huye now risen up to such an extenL 
that it is now time to reconsider the position of the rich men, who, I sub-
mit, are not to be hanged and to be thrown to the dogs, but should be 
'treated with all the sympathy that is due to them. I ask Honourable 
Members, who are the people who have kept alive this national awakelllng? 
I also ask the Government, who are the people who come forward w;th 
such lavish donations and gifts in times of famine, which is the greatest 
boon of the British Government? (Laughter.) And who are the people 
who contribute so largely to the establishment of such useful institutions 
;8.s schools and colleges and hospitals'! (Mr .• 1mar Nath Dutt: "And also 
:statues for ex-Viceroys'!") (Laughter.) Sir, the fact is that income-tax 
js alwuys regarded by the Government as what is called "kam-dhenu'~ in 
Sanskrit, that is the milch-cow, whiClh _can yield as much as is required, 
flud that iR the reason why they always have recourse to this thing at 
every step. Sir. there is no denying t.he fact that the rates have already 
gone 11)1 to an unjustlfiable extent., and any addit:onal burden, I warn the 
Government" will only. prove to be the last straw on the camel's back.. 
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(Hear, hear.) I hope our Honourable colleagues on this side of the House 
will combine this time to vote against that clause and will in a body support 
this amendment. 

Ill. N. R. GunjaJ (Bombay Central Division: Non-Muhammadan Rural): 
(Speaking in Hindi) bir, I deplore that, instead of finding ways and means 
to promote the prosperity of the masses, the Government are very often 
bringing in taxation measures and asking the representatives of the people 
to vote for them. I advise my colleagues to remember that the people 
in the villages are all reading the newspapers and watching our activities 
in the Legislature, and now if we vote for taxation, we will never again 
be returned to the Assembly. Government have not carried out their 
policy of trusteeRhip for the Indian people; do Government really mean 
that Indians should live on air and water? Twenty-five years ago, 
Lokamanaya Tilek was of the opinion that the British Government were 
acting in a most unsympathetic and high-handed manner, and that view 
holds true even today. The Finance Bill, as it has been presented to the 
House, clearly shows that Government have no heart for the poor. 

An Honourable Kember: The question may now be put. 
J[r. President: The House will now adjourn till 11 o'clock tomorrow 

moming. 

The Assembly then adJourned 
the 19th November, 1931. 

till Eleven of the Clock on Thursday, 
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