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LEGISEATIVE ASSEMBLY.
Thursday, 17th November 1938.

The Assembly met i the Assembly Chamber of the Ceumcil House
at Eﬂavaaznt:f the Glook, Mr. President (The Honourable Bir Abdur Rehims)
in the ir,

STARRED QUESTIONS AND ANSWERS.

(a) ORAL ANSWERS.

IN2UGURATION oF FEDERATION.

. 12092. *Mr. Abdul Qaiyum: Will the Honoursble the Leader of the
House please state:

(a) whether Federation is to be inaugurated on or about the 1st
January, 1940;

(b) whether a modified Imstrument of Accession was lately shewn
to the ministers of various States at Simla;

(o) whether amy time limit has been fixed for such Btates to decide
for or against Federation; and

(d) the probable dates for the dissolution of the present Legislative
Assembly, and for the holding of elections for the new
Federal Assembly?

The Honourable Sir Nripendra 8ircar: (s)-—(¢). The attention of the
Honourable Member is invited to the combjned reply which I gave on the
I4th November, 1988, to starred questions Nos. 1217, 1229 and 1238.

(d) As regards the first part, I invite the Honourable Member's atten-
tion to my reply to Mr. Batyamurti’s starrad question Neo. 1280 dsked on
the 14th November. Governmert are a¢ this stage unable to make any
statement on the: point raised in the second part.

Mr. Abdeff Quiyum: Is it a fact that time has been given to the States to
answer by the 30th of Fune, 1989, whether they are joining the Fede‘raﬁm_

or not?

The Homourable Sir Nnipendra Sircar: For reasons already given, T am
not prepared to say whether that is s factor a fiction.

Mr. Abdul Qaiyum: Js it or is it not a faet that it is intended to call 8
gort of Round Table Conference, if the requisite aumber of States fail to

give the proper response, in autumn next year?

The Honouratle Sir Nripendra Siscar: There i & quéstion pointedly on
that subject which I have got. to answer later on.
( 3117) i
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Mr. 8. Batyamurti: With reference to clause (¢) of the question, may I
know whether Government's attention has been drawn to the provisions of
the Government of India Act under which it is open to the States to say
that the Federation ought to come before a certain time, and that they
will join the Federation only if it is inaugurated before that time, and
whether, in view of that, Government have considered the possibility of
negotiating with the States or the States have approached the Government
of India with regard to any time limit, before which the Federation ought
to come, for their joining?

The Honourable 8ir Nripendra Sircar: For reasons already given, I
cannot make any statement on this question.

K

Mr. 8, Satyamurti: I am asking whether Government have considered
the provision of the Government of India Act which confers a power on the
States to fix a.time limit for the Federation to come into existence and to
say that, unless it comes before that date, we shan’t join it.

The Honourable Sir Nripendra Sircar: The Government of India is
supposed to know and does consider all the sections of the Act.

Mr. 8. Satyamurtl: That I also suppose! But I am asking, with regard
to the question that has been raised in clause (c), and with regard to the
time limit, whether Government’s attention has been drawn to that provi-
sion of the Act, and from that point whether they have examined any time
limit being fixed by mutual agreement or whether they have left it to the
States to fix the time limit.

The Honourable Sir Nripendra 8ircar: Government are aware of the sec-
tion and its signification, but whether action has been taken or has not been
taken, for reasons already given, T am not prepared to say.

Mr. K. Ahmed: The Honourable the Law Member is not in a position to
deny that a draft was prepared for the Ministers of the States who came
here, and probably a copy of it was sent in advance of their arrival here,
and they had some conversation with the Governor General, and probably
Government have given an ultimatum that by the 80th of June, 1939, they
have to make a statement whether they are agreeable to accept the terms.
of the Federation and to join it by that date. If not, a Round Table Confer-
ence wi.l be held. If the Honourable Member is not in a position to deny it,
he had better keep quiet. If he will kindly reply in the affirmative, then I
am ready to put my question in that form. If that is so, it will be decided
that the Federation is coming and the life of our House will he extended up
to the autumn of 1940. Is not that so? If the Honourahle Member is »at
in a position to deny it, because he does not know, as he has only recently
returned from Europe, then I hope he will accept the version which has.
also appeared in the daily papers here.

The Honourable Sir Nripendra Sircar: Mr friend ended his speech by
saying whether I accept his version. The answer is ‘“No"'.
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Mr. T. S, Avinashilingam Chettiar: May T ask whether Government
bave set up any time limit for themselves in the matter of these negotia-

tions with the States?
The Honourable Sir Nripendra Sircar: I think that is covered by

my previous answer, namely, that no statement can be made.

APPOINTMENT OF INDIAN AGENTS IN BriTiSH COLONIES.

1298. *Mr. Abdul Qaiyum: Will the Secretary for Education, Health
and Lands please state:

(8) whether he has received a reply from His Majesty's Government
with regard to the proposal of appointing Indian Agents in
some of the British Colonies;

(b) if so, what is the nature of the reply;

(¢) whether Government will appoint Indian Agents in Fiji, West
Indies and East Africa; if so, the probable date of such
appointments; and

(d) if not, the rcasons therefor?

* Sir Girja Shankar Bajpal: (a) No.
(b) Does not arise.

(c) and (d). I regret that I cannot answer this question until the nego-
tiations with His Majesty’s Government have been completed.

Mr. Abdul Qaiyum: May I ask when these negotiations with His Majes-
ty's Government actually began?

8ir Girja S8hankar Bajpal: My Honourable friend is aware that the ques-
tion of the appointment of Agents has heen under consideration for some
time. In September I said that I hoped to be in a position to say some-
thing by the end of October or the beginning of November. Unfortunately,
the precise decision hag been retarded or delayed by the world crisis.

Mr. Abdul Qaiyum: May I know for how long these negotiations are ex-
pected to last?

- 8ir Girja Shankar Bajpai: I hope they won’t take very much longer to
oonclude.

Mr, Abdul Qaiyum: Have Government received representations from
Indians in East Africa, the West Indies and Fiji about the appointment of
these Agents?

8ir Girja Shankar Bajpal: On a previous occasion I informed the House
that the Indian Congress in East Africa had represented that it did not
want any Agent in East Africa. No representations have come from Fiji,
but informal advices indicate that the community there would be giad to
have an Agent. -

Mr. Abdul Qalyum: May I ask if the Trade Agent in Kabul is under the
Honourable Member or is he under the Foreign Secretary?

A2
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8ir Girja Shankar Bajpai: No, Sir. He obeys the swag of my eolleague
to the left.

Mr. Abdul Qalyum: But is it not a fact that the other day the Honour-
able the Foreign Secretary was: pleased to remark . . . .

Mr. Pregident (The Honourable Sir Abdur Rahim): The Honourable.
Member cannot. discuss & matter like that.

Mr. Abdul Qaiyum: 8ir, the position of the Trade Agent in Kabut is of
great importance. ' ;

.. Mr, President (The Honourable Sir Abdur Rahim): Take the anewer s it~
is and draw your own conclusions. '

Mr. Abdul Qaiyum: But we want a reply from Government under whom
he is? We have got two contradictory statements from them.

Mr. President (The Honourable Sir Abdur Rahim): Draw your own
inference.

Mr. 8. Satyamurti: We cannot draw an inference on facts. We want to-
know what the exact position is.

- Mr. Abdul Qaiyam: The Foreign Becretary denies all responasibility.

8ir Aubrey Metcalfe: May I explain the position, Bir. The answer which
1 gave the other day may have been somewhat misleading. For some pur-
poses, he is under the Department which I represent and for some other
purposes he reports direct to the Commerce Department.

Mr. Abdul Qalyum: May I ask for which particular purposéa he is under
tha Foreign Beevetary, and for whieh particular purposes he is under: the
Cemmerce Department?

-

Sir Aubrey Metcalfe: 1 could not answer that without notice.

Mr. 8. Satyamurti: With regard to Fiji, may I know if my Honourable
friend’s attention has been drawn to the prooceedings of & Conferemnce which
was prosided over by Pandit Hirday Nath Kunzru in ?vhich the Indians
definitely put forward a demand for the very early appointment of an Agent
in Fiji?

8ir Girja Shankar Bajpal: T think that is covered by the answer whick 1
gave earlier that informal advices indicate that the Indian community in
Fiji does desire the appointment of an Agent.

Mr, 8. Satyamurti: In view of that, will my Honourable friend press on

His Majesty’s Government the need for permitting this Government as early:
as possible to appoint an Agent? - :

Sir Girja Shankar Bajpal: Yes, Bir.
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Mr. B. Satyamurti: With regard to the West Indies,—I think my
Honourable friend knows that the condition of Indians there is causing some
anxiety—may I know whether, my Honourable friend will press upon His
Majesty’s Government the need in that case also for passing early orders
permitting us to appoint ap Agent in the West Indies?

8ir @irja Shankar Bajpal: My Honourable friend is already aware that
the Government of India will be shortly deputing an officer to the West
Indies primarily ta give evidence before the Royal Commission on the Weet:
Indies and it may be that as o result of the report that he may mmke. it may:
become necessary to make further representations to His Mageaty's Gowesia-
ment. '

Dr. 8ir Ziauddin Ahmad: Is the delay due to the fact that his de'p_h.rt-_
ment is very slow to move as was done in the case of Burma, or is it doe %'
the fact that the British Government was engaged in more serious matters?

8ir Girja Shankar Bajpai: This departmeent is not slowor than ether.de-
partments of the Govermment-of India.

Mr, 8. Batyamurti: Are there any points of controversy between #his
Government and His Majesty's Government with regard to the appointment
of these Agents of Fiji, West Indies and even East Africa, or'is it & case of
merely formal permission being given by His Majesty’s Government ?

- Bir Girjs Shankar Bajpal: I regret that until negotiations are eomp.lstod,'
I cannot disclose the nature of the difficulties that have arisen in the
matter. )

PwoTRoTION OF THE INTHREPTS OF INDIANS IN TaANGANYINA.
. 1284, *Mr. Abdul Qaiyum: \WVill the Secretary for Education, Health
and Lands please state: = ;
(a) whether he has read Rewtems message from Dar-es-Salam, dated
the 6th October, 1988, published in the Statesman of the 7th
October, 1988; '
(b) whether the prospects of the return of Tanganyika to Germany
has created alarm and resentment among the Indians there;
(c) the total number of Indians in the above Colony; and _
(d) the steps tuken, or proposed ‘to be taken, by the Government of
[ India to protect the interests of Indian nationals in
o Tanganyika ?

Sir Girja Shankar Bajpai: (a) Yes.

{b) and (d). The Government of Indis received recently n communiss-
tion from the Indian Assoeistion of Tanganyika indicating théir concern in
regard to the future of Tanganyika. This communication has been forward-
ed to His Majesty’s Government.

(c) The Indian population of Tanganyika, according ¢o the cenaus of
1981, is 28,422, . . s
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. M. Abdul Ql.iylu:n In view of the possibility of the event of transfer of
this territory to Germany, may I know if the Government of India will take
steps to see that the Indian settlers there are sufficiently and amply com-
pensated for all their investments?

. Mr. President (The Honourable Sir Abdur Ruhim): That is s hypotheti-
cal question which I cannot allow.

Mr. S. SBatyamurti: Have the attention of Government been drawn to
the statement of Mr. Malcolm Macdonald probably in the House of Com-

mons, to the effect that there is no intention of transferring any of t-hen
oolomea to Germany?

Sir Girja Shankar Bajpai: My reading of the paper this morning is that
under the authority of the Governor of Tanganyika some statement has been

made at a public meeting in Tanganyika—I am trying to get particulars of
that—Government have seen an announcement made on the sime question
on Monday afternoon by the Prime Minister.

Mr. T. 8. Avinashilingam Ohettiar: May I know whether this Govern-
ment was consulted when that statement was made?

Sir Girja Shankar Bajpal: I cannot disclose whether this Government
was consulted or not.

Mr. 8. Satyamurti: May I ask if the Government of India will telegraph
to His Majesty's Government and find out the latest position or intention of
His Majesty's Government with regard to the colonies, in view of the fact
that the statement made by the Governor of Tanganyika, in the light of my
Honourable friend’s statement, is not completely authorised, and in view of
the fact that the Premier’s statement was not specific? May I know if
Government will ascertain the information by cable?

8ir Girja Bhankar Bajpal: I am afraid I must have been misunderstood.
I did not say that the Governor's statement was unauthorised. What I said

was that all I read in this morning’s paper was a statement reported to have
been made on the authority of the Governor of Tanganyika. I am trying to
get particulars of that. 1 have cabled already.

Mr. Abdul Qalyum: What is the attitude of the Government of India
towards tlhe proposed transfer of territory to Germany?

Bir Girja Shankar Bajpal: I submit that relates to a question concerning
relations hetween His Majesty's Government with a foreign power.

Mr. Abdul Qaiyum: We are also affected hecause we have got so many
nationals in that country After all the Government of India nre sure to
have some opinion on this point.

Sir Girja Shankar Bajpai: All that I can tell my Honournble friend is
that the Government of India are as alive to the lmportﬂ.ncc of Indian mter
asts m Tanganyika as they are. to their interests in other colonies.

ey

!l' Pruidont (The Fl'onmuable 8ir Abdur Rahim): Ques{non No 1205
Sardar Mangeal Singh:

(The Honourable Membor was absent)

Y
Sl
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.. Mr, Abdul Qaiyum: When I wanted to put a supplementary question
about the proposed Round Table Conference, the Honourable the Leader of
the House said that there was another question on the order paper and that
he would answer my supplementary question when it was reached. I now
find that Sardar Mangal Singh is absent and his question has not been put.
May I know if I can repeat my supplementary question?

Mr, President (The Honourable Sir Abdur Rahim): You must make it
relevant to this question.

The Honourable Sir Nripendra Sircar: I have no objection to answer
.question No. 1295, if you allow me to give an answer.

Mr. President (The Honourable Sir Abdur Rahfm): You can answer the
-question.

Pras REPORTS ABOUT A MINTATURE ROUND TaABLE CONFERENOE ON
FeperaTIiON Issum.

11295. *Sardar Mangal Singh: Will the Honourable the Leader of the
House please state:

(8) whether there is any truth in the press reports that a Miniature
Round Table Conference will soon be held in India over the
Federation issue; and

(b) whether Government intend to make any statement on this
matter?

The Honourable Sir Nripendra Sircar: (s) I am not aware of any such
proposal.

(b) Does not arise.

APPOINTMENT OF INDIAN AGENTS IN BriTisH COLONIES.

1298. *Mr, T. B. Avinashilingam Ohottilr Will the Secretary for
Education, Health and Lands state: :

(8) whether he has heard from His Majesty’s Government with
regard to the matter of appointing thelr agents in some of the
British colonies;

(b) if so, to what coneclusion they have come; and
{c) to which colonies and when they propose to appoint their agents?

Sir Girja Bhankar Bajpal: (a), (b) and (c). I would refer the Honour-
able Member to the reply which I have just given to Mr. Abdul Qaiyum's

question No. 1268.

Mr. T. S. Avinashilingam Ohettiar: When do they expect to come to &
conclusion on this matter?

Sir @Girjs Shankar Bajpal: I huve already answered that in reply to
supplementaries.

Mr. T. 8. Avinashilingam Chettiar: Msy I know whether thé Honourable
Member can specify any timeé? - -

" Sir Girja Shankar Bajpai: Nmt.her time npr date.
tAnswer to this gquestion hid on t.h table, tho questioner belng tbnnt
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ArconorL CoMMITTER.

1297. #Mr. T. 8. Avinashilingam Ohettiar: Will the BSeeretary fc'f

Education, Health and Lends statc: '

) (a) whether Government have received copies of the Unibed:
Provinces and Bihar Governments’ Joint Powser Aleghol
Comunittee Report and examined their recornmendatiqn;

(b) if so, to what coneclusions they have come; and

(c) whether they have reccived any represgntaticns feom t.hosa
Governments on this matter?

8ir Girja Bhankar Bajpai: (a) and (¢). No.

(b) Does not arise.

Mr. T. 8. Avinashilingam ©hettiar: May I know if they have not
reeeived copies of this report?

8ir Girja Shankar Bajpai: That is so.

Mr. T. 8. Avinashilingam Ohettiar: May | know whether they have
examined the report?

~ 8ir Girja Shankar Bajpai: How cen we examine the report wiglout
ressiving oopies?

ceew

Mr. T. 8. Avinashilingam Ohettiar: It is about two months back that
the report was published and he said that they are trying to get a copy.
May I know the masons for such n long delay in getting copien?

Sir Girja Shankar Bajpai: That queetion can oniy be answered by the
Government of the Upited Prominags. All that 1 eam say is that we
asked for a copy of the report in Apgust. We reminded them again .in
November without success.

Mr. K. Santhanam: May 1 know if the Government of Indis cannot
buy a copy of the report from the Government Press of U. P.?

Bir Sirje Shankar Bajpal: Beeing that the report has not yst been pab
lished and is not on sule the option of purchase is not open te me.

TRADE TALES BETWEEN INDIA aAwp CaYLONW.

1298. *Mr. 8, Batyamurti: Will the Honoussble the Commewnce Mpmber
please state:

(») whether sny stepa hpve heen deken te initiste Indo- Coylon tnda
negotiations so far; if not, why mek;

(b) whether Govemment's pasition still is thaé those tadks- w be

takep in hand till t.hg Indo-British trade negot.mtlonl '5’9 over,
if a0, why; and
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{0) whether Government propose to take in hand those trade talks
between Ceylon and India at once, and also to inelude therein
the status of Indians in Ceylon?

The Honourable 8ir Muhammad Zatfrullah Khan: (a), (b) and (c). The
position with regard to negotiations for a trade agreement with Ceylon has
been fully explained in reply to Mr. Manu Subedar’s question No. 227 op-
the 14th February, 1938, and to the Honourable Member's question No.
G}T‘ om the 9th SBeptember, 1988, and the supplementary questions arising
therefrom. T

. Mr. 8. Satyamurti: In view of the protracted natwre of the Indo-
British trade negotiations and the need for teking up these Indo-Ceylon
negotiations ap early as possible, may I know if Government heve reconsider
ed or will reconsider the question of not putting them off tiil these negotia-
tions are over hut of starting them as enrly as possible independent of the
outecome of the Indo-British trade negotiations?

The Honourable Sir Mohammad Zafrullah Ehan: Sir, [ regret the
delay as much as the Honourable Member, but it really is net practicable
to take up the question befors the eomclusion of the megetistions with the
lI(J)nityed Kingdom whieh, however, I am hoping will not teke very much
onger.

. Mr. 8. Batyamurti: With reference to the sesond purt of (¢) may L
know whether Government sre awpre that the statiw of Ladians in Ceylon
18 now causing grave anxiety to friends of India and Ceylon~I include the
Government of India also—and may { know whether the Government of
India are considering the question of including in these trade negotiations—
I am glad to hear they will start it soon—this question of the status of
Indians in (‘eylon?

The Honourable Sir Muhammad Zafrullah Khan: I have sincedy on &
previous occasion answered this question. I have tried to explain that
% i proposed that the talks with Ceylon shall not be confined purely to
commercial matters but shall also inciude other matters. '

. Mr. Manu Subedar: May I enquire whether Government have consider-
od the desirebility of cancelling the preferential treatment given to Ceylon
under the Ottaws agreement in wiew of the attitude of Ceylon towards.
Indiens generally and towards certain Indian products going to Ceylon? '

The Honourahle Sir Muhammad Zafrullah Khan: No, Sir, I have no.
further information to edd ¢o that which I have siveady given on this

matter on previous occasions.

M. Manu Subedar: May I enguire whether Goverument have the
power wnder the Indian Seas Custorns Aot to desl with esrtsin imports
from Ceylon which are reveiving prefersnce mow and ageinet whish India
is receiving no reciprocul preference?
. he Monoumable Gir Muhammed Zaiwnilleh Xhen: The Indian Sea Oud-~
tome Act is available to the Honourable Member.



8126 LEGISLATIVE ASBEMBLY, [17re Nov. 1988.

__ Mr. Manu Subedar: I want to know whether Government have con-
sidered the desirability of using those powers?

ed t'{lh: Honourable Sir Muhammad Zatrullah Khan: I have already answer-
a :

Dntnwnon TO DISOUSS THE QUESTION OF INDIAN MIGRATION T0 MALAYA,

1209. *Mr. 8. Satyamurti: Will the Secretary for Edueation, Health:
.and Lands please state: '

(e) whether the Maluyan Government have approached the Govern-
ment of India with a request for receiving a deputdtion from
them in respect of the question of Indian migration to
Malays; '

(b) whether the Government of India have agreed to receive the.
deputation ; if so, when;

(¢) whether the GGovernment of India will keep in touch with the
Madras Government as the Government most interested in
thig question, if and when the deputation is received ; o

1d) ‘whether the Government of Indis will send for their Agent from’
Malaya at the time the delegation is received ;

(e) whether the Government of India will consult the IEmigration
Committee of this House. when the delegation is here;

{f) whether the Government of India will consult Indian opinion
both in Malaya and in this country before conceding any. of
the demands of this deputation; and

(8) whether the Government of India will arrange to receive thalr
deputation sometime early in February next year?

Sir Girja Shankar Bajpai: (a) and (b). It has been sgreed between
‘the two Governments that a delegation from Malaya should visit India on
sometlme this cold weather.

l

(e) The Government of India ure already in touch with the Mad.t‘as
Government.

(d) and (e). That is the intention.

(f) The Government of India consider that the consultation envisaged
-with the Government of Madras and the Standing Emigration Committee
-of the Indian Legislature ghould suffice to bring into focus representative
Indian opinion. They will, of course, be willing to examine views that
may be communicated to them from other responsible quarters.

(g) The exact date of the delegation’'s arrival is under conmderatlon

Mr. 8. Satyamurti: With reference to parts (a) and (b), may I ]mow
whether my Honourable friend can throw some light on the points which
the Government of India and the Government of Melaya have agreed hq
discuss as a result of the deputation’s visit to India?

Sir Girja Bhankar Bajpal: Primarily to discuss the situation arising cut
-of:the decision of the Gava"nmont of Indis'40 suspénd ausisbed u:mgra‘;mn
to Malaya.
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+ Mr., 8, Satyamurtl: May 1 take it that so far as the Government of
India are concerned, their position continues to be what it was, when they
introduced the Bill and successfully piloted it through this House, and
the delegation is being received at the instance of the (Government of -
Malaya who want to make certain representations to the Government of
India?

Bir Girja Bhankar Bajpai: Yes; the initiative for sending this deputation

came from the Government of Malaya.

Mr. 8. Satyamurti: With reference to part (g) may I know-if the Honour-
able Member will be good enough to arrange for the date of deputation
when this House is in session, so that apart from the Emigration Committee
members of this House who may be interested in the question, other Mem-
bers of the House may be available for consultation by Government or’
may be enubled to represent their views to the Government of India?

Sir Girja S8hankar Bajpai: My Honourable friend will realise that this
is a matter in which we have to adjust our convenience ‘to the convenience
of the Government of Malaya, but I shall bear his suggestion in mind.

DisFRANCHISEMENT OF INDIAN EsTaTe LaBOURERS IN CEYLON.

' 1800. *Mr. 8. Satyamurti: Will the Secretary for Education, Health
and Lands please state:

(8) whether his attention has been drawn to the fact that the Bill to
amend the village communities ordinanee in Céylon has again’-
been reserved by the Governor of Ceylon for the mgmﬁeanoe
of His Majesty's pleasure; :

(b) whether the Governimnent of India have noticed that even in this
Bill discrimination against Indian estate-labourers persists
and that the remedy offered in the Bill is to disfranchise all
estate labourers, Indian and Sinhalese:

(¢) whether Government have considered that this will result merely
in the disfranchisement of thousands of Indian labourers;

(d) whether the disfranchisement in the case of Sinhalese labourers
will be practically nil and

(e) whether Government propose to press on His Majesty s Govern-
ment the need for giving the franchise to Indian estate
-labourers provided they are otherwise qualified?

Bir Girja Shankar Bajpai: (a) Yes. B

(b) The smended Bill excludes all labourers, Indian and Sinhaless,’
resident on estates from the right of vote. '

() No. Under the existing Ordinance no Indian estate l&bourer has
vote.

(d) It is estimated that 82,000 Sinhalese may be prevented from acquir-
ing -the vote. K

(e) The Honourable Member probably means “the vn]lnga communihea

franchise. The Government of India have addressed His Majesty’s Govern-
faent on the subject of the amendeéd ‘Ordifiance ‘which has boen murved '!or‘

His Majesty's assent.
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Mr. 8. Satyamurti: May I know if my Honourable friend's attemtion
hes been drawn to the news which appeared in this morning's paper that
the Becretary of State for the Colonies has said that he is unable te
advise His Majesty to give his assent even to the amended Bill? '

8ir Girja S8hankar Bajpal: My attention has been drawn to that report.

. Me 8. Satyamwrl: May 1 know if Gowernment have any imformation
officially apart from the statement in the newspapers? :

Bie Oirjs Shaakar Bajpal: No. Sir.

li. 8. BM Wrbh dm to the enswer to clawse (8) of tho‘
quﬂtion. I see my friend has taken advantage—I do not say umdus,
but proper sdwantage——of somse:ambiguity in my question. I sam asling
whether the result of this Ordinanee will mean that Indian estate iwhour-
ers will have no votes at all, whereas Sinhalese labourers will get votes in

other eapacities beenunse they do not live on the estates exclusively as tha_
Indm labourers do? :

Bir Girja Shankar Bajpai: At,cordmg to my recollection, the provision in
the Ordinance excludes ali residemt estubs lxbourers, whether Indian  or
Binbalese. It may be that Sinhaless labourers working on an estate who
are not rasldent will be eligible for the vote.

Mr. Manu Subedar: May I enquire whether Government have consi-
dered any retaliatory measures and in particular any form of economic
pressure on Cevlon on account of the attitude which Ceylon is showing in
thie matter.

8ir Girja Shankar Bajpai: That question was implicitly raised by my
Honourable friend when he addressed his question regarding treaty rela-
tions to the Honourable the Commerce Member.

Mr. Manu Subedar: Sir, T submit that was raised with regard to the
preferences only. I have now asked about retaliatory measures generally,
indluding - citizémship.

Bir Girla Shankar Bajpal: It seems to me that so far as the question
of cit‘itenahip is . concerned, if my Honaurable friend will refresh his
memory, he will find that the' ¥ndian estate labourers have the franchise
for the State Council in Ceylon. When the Honourable the Commerce
Member said that the proposed trade discussions will not be limited to
epapomic questions, he indicated that other outstanding questions will
come under review algo.

Mr. 8. Batyamurti: In view of the reassuring news in this morning’s
pager, will my Honourable friend gable to England and find sut if a defi-
nite recommendation has been made to His Majesty by the Colenial Secre-
tery, against His Majesty giving his assent to the measure?

&mmmmmmm mquyh&u
beonglvena]m&y
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NEGOTMTIONS FOBR BEATRRAL TRaARN ACRERRNWES.

. 1304, *Mr. 8. Satyamwrti: Will the Honoursble the Commerce Member

ploass shate: .

(a) whether any attempts are heing made to start bilateral trade
negotiations with any other countries ;

(b) if not, the reasons for the delay; and

(c) whether Government arc prepared to take prompt and effactive
. _steps to start bilateral trade negotiations with countries with
: which India has a goed foreign trade?

The Honourable Sir Muhammad Zatrullah Khan: (s), (b) and (c). The
attention of the Honourabls Bember is invited to the answers given by
sae on the 9th September, 1988, to part (d) of Mr. Santhansm’s question
No. 887 and the first supplementary question.

. Mp 8. Satysmurtl: May I knhow if Government from time to fime
seview trade statistics between Indim and foreign courtries and come to
decisions with regard to the need for concluding trade agreements with
those countries, and, if so, how often in & year?

. The Honourable Sk Muhammead Zafrnllah Khan: A¢ I sasid on a
previous occasion, these statistics are being continuously reviewed.

Mr. 8. Satyamurti: When were these statistics last examined from the
point of view mentioned in this question, namely, the desirability from
g]l;dia's point of view of concluding bilateral frade agreemente with other

sountries ?

The Honourable Sir Muhammad Zafrullah Khan: When the stabistics
come im they are examined from all points of view on which they bear.

_ Mr, 8. Batyamurti: In view of the faet fhat this House has recom-
mendod to Gowernment that they should econclude bilateral trade agree-
ments wherever they are faveurable for India, may I know whether these
ﬁ"gurea are examined from that point of view; if so, how often, and by what
agency ?

. 'The Homourable Sir Muhammad Zafrollsh Khan: They are examined
in the Department, 8ir, and as I have said, they are examined continu-
qusly. For instance, after my journmey to some European countries last
year, they were examined from that point of view. Since then the exami-
nation has been taking place continuously.

. m 8. Bitynmu.l’ﬁ': Huve Government come to amy conclusion with
tegard to any of the countries with which they desire to start negotiations
for roncluding bilateral trade agreemente? '

The Honourable Sir Muhammad Zafrullah Khan: With regard to that
until the negotiations with the United Kingdom are out of the way-.no
definite conelusion coudd. tre ceibe €.
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Mr. K. Santhanam: Now that discussions with the United States and
the United Kingdom are almost completed, may I know whether any
steps are being taken to enter into negotiations with the United States for
a trade agreement? ‘

The Honourable Sir Muhammad Zafrullah Khan: The matter is being
_examined. -

Mr, Abdul Qaiyum: In view of the fact that cordial relations exist
between Italy and Great Britain now, is it a fact that trade negotiations
are about to begin between India and Italy?

A
The Honourable Sir ‘Muhammad Zafrullah EKhan: I have no specifio

information though I have noticed something in the press which might
tend in that direction.

Dr. Sir Ziauddin Ahmad: Have Government already established or have
they taken up the question of establishing clearing arrangements with
any of these countries? Are they taking steps to establish clearing ar-
rangements direct with any of these countries?

The Honourable Sir Muhammad Zafrullah Khan: So far a8 I am

aware, there are no clearing arrangements between India and any other
country.

Mr. Manu Subedar: May I know whether the proposal is to delay

bilateral trade agreements until the trade with these countries is definitely
lost to India.

Mr. President (The Honourable SBir Abdur Rahim): Next question.

Mr, M. Ananthasayanam Ayyangar: One more supplementary question,
Bir. May I know why the negotiations for bilateral trade agreements with

other countries should wait until the negotiations with the United King-
dom are complete?

The Honourable Sir Muhammad Zafrullah Khan: For the obvious and
simple reason that we must know to what extent we are able to offer
concessions to any country with which an agreement may have to be
arrived at and that could not be determined till we know what our position
is likely to be vis-a-vis the United Kingdom.

Mr. 8. Satyamurti: Have the Government of India borne in mind the
necessity for keeping their hands as free as possible for favourable bilateral
trade agreements with other countries and not commit themselves before-

hand with the United Kingdom, so as to restrict the scope of negotiations
for bilateral trade agreements with other countries?

The Honourable Sir Muhammad Zafrullah Khan: Yes, Sir,
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InNDiAN DELEGATION TO THE LAST ASSEMBLY OF THE LEAGUE OF NATIONS.

1802, *Mr. S. Satyamurti: Will the Honourable the Leader of the
House please state:

(8) whether it is a fact that the Indian delegation to the last
Assembly of the League of Nations was given a free hand in
respect of the attitude which it may take up in regard to the
questions coming before the Assembly;

(b) whether, in pursuance of that, they were given a brief by the
Government of India, or the present practice continued of
their being given a brief at the India Office; and

(c) whether the attention of Government has been drawn to the
statement of the Leader of the Delegation, 8ir Nripendrs,
Sircar, to the effect that the League is becoming increagingly
unpopular in India and whether that statement was made on.
behalf of the Government of India?

The Homourable Sir Nripendra Sircar: (a) The last Indian Delegation .
equally with its predecessors had a free hand within the limits imposed
by its instructions.

~ (b) There has been no change in practice, Delegates receive at the
India Office briefs which have been prepared in consultation between the
Becretary of State and the Government of India.

(e) The Honourable Member is presumably referring to my speech in
the Bixth Committee on the 24th September of which he appears to have
seen a not entirely accurate press report. I, therefore, lay ‘on the table
a copy of the official report of the relavant portion of my speech which
wag made in my cepacity as Delegate and, therefore, on behalf of the
Government of India.

Extract from Proviu'om! Minutes of the 6th Committee of the 19th Ordinary Session
' of the League Assembly.

L - - - -

‘A" certain section of opinion in India was opposed not merely to Article 16, but
to all the other articles of the Covenant and that section was gaining ground owi
to the rapidly decreasing prestige of the League. The League kad been dmorw
as 8 body which could neither punish its enemies nor help its friends. The matter:
was further complicated by another consideration, not strictly relevant to the inter-
pretation of Article 16, There was in India & strong feeling of grievance about the
representation of its nationals in the administration of the League; that factor also
has a bearing on India's attitude.

If the League could not justify its existence by constructive work towards the
end for which it was established, India might lose all interest in Article 16 and every
other article of the Covenant. Personally he was opposed to the secession of India
from the League, but he desired to direct attention to the fact that such:
8 measure was a possibility. even a probability, in view of the changes in the Conati-
tution of India which were oxpec?«adF to come into effect at no distant date."

- - - - L

The Honourable Sir Nripendra Sircar: The relevant portion is about
two-thtiirda of a page. I do not know if my Honourable friend expects me-
to read it.
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Mr. 8. Satyamuri: Will the Honeurable Momber read the ene sen-

t;i;lilqa?re ng the increasing unpopularity of the League of Nations in
8

- 'The Honourable Sir Nripendra Sircar: I had better read the two para-
graphs—two paragraphs out of my speech.

Mr. 8. Satyamurtl: If T am not taken to be impertinent, I would like
to express to my Honourable friend my agreement with him, but I should

like to ask him, in regard to clauses (a) sad (b) of the question
the instructions to which he reﬁenu(d\)? (®) eq , what are

The Honourable Sir Nripendra Sircar: I believe my friend is more
interested in the limits imposed by the instructions than in the ustructions
themselves, because the instructions cover a huge field. Speaking from
recollection—I have not the brief with me here—the only limit which I
found in the instructions was that in regard to questions of relations with
foreign powers it would be advisable to consult the British delegation. I
do not remember any other limit being placed on saything which 1 propesed
" to do in the Leagne of Nations.

Mr, 8. Satyamurti: May I know whether my Honourable friend under-
gtood the instructions to mean that, if he thought so, he was free to differ,
on behalf of the Government of India, from the British delegation in
respect of foreign affairs? '

The HMonourable Sir Nripendrs Sircar: T found no express prohibitiors,
annd if T felt any doubt I surely would have consulted them as to whether
1 was free to express my opinions.

Maulana Zafar Ali Khan: In view of the fact that international events
in Furope have given a decent or rather indecent burial to the League of
Nations, will Government congider whether the time has not come when
India should cease all relationship with the League of Nations considering
the waste of money and the waste of time?

The Honourable Sir Nripendra Sircar: I would like to abide by the
-Qeeision of His Highness the Aga Khan.

Br. Bir Ziswddin Ahmad: Are Government aware of the fact thst
people in India as well as in Europe say that the League of Nations is &
pleasant place where you can go in whenever you like and come out when-
ever you like?

The Honourable 8ir Nripendra Sircar: T ean tell you that when the
weather was bad it was very unpleasant indeed to get out.

Mr, 8. Batyamurti: With reference to clause (h), may I ask whether
in respect of the briefs prepared and given to the delegates, do the Secre-
tary of Btate and the Government of Indin always agres, or what happens
in cages of difference of opinion between the Gowernment of India and the
Secretary of State?
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The Honoursble Sir Nripendra Sircar: I cannot tell the House as to
what happened on previous occasions; but on this occasion I did not
come ucross uny question of any difference.

Mr. Abdul Qaiyum: May I know, if on the question of Palestine the
Indian delegation’s views exactly tallied with the views of the Britial
Government or was there any difference of opinion? :

The Honourable Sir Nripendra Sircar: The question of Palestine was
ot discussed in any eommittee in which I was present, in which opinion
of British Government was expressed.

Mr. Manu Subedar: May I ask whether the delegation submitted any
report to the Government of India and whether in that report the delega-
tion made any recommendation about relieving this country of the huge
eost of the membership of the League of Nations?

The Honourable Sir Nripendra Sircar: The Report will be published 'in

due course,

Mr. Manu Subedar: May I ask whether the recommendation which I
referred to is included. viz., the saving to this country’s treasury of this
enormous cost?

The Honourable Sir Nripendra Sircar: I would advise a little patience
to Mr. Manu Subedar. It will be printed and published and copies will
be supplied.

Mr. Abdul Qalyum: On the question of Palestine, did the Tndian
delegation receive any instructions from the British Government?

The Honourable Sir Nripendra Bircar: We received no instructions.

Mr. 8. Satyamurti: In the case of the aggression .and invasion of
China by Japan, which I believe came hefore this seesion of the League,
did the Indian delegation agree with the British delegation that nothing
could or need be done?

The Honourable 8ir Nripendra Bircar: I do not know that the British

delegation expressed that view.

Mr. 8. Batyamurti: Did they express any view at all?
The Honourable Sir Nripendra Sircar: Not that I remember.

PosITioN oF INDIANS IN BURMA.

1308. *Mr, Sami Vencatachelam Ohetty: Will the Secretary for Educa-
tion, Health and Lands please state whether Government propose to issue
s statement on the situation in Burma in regard to anti-lndian troubles,
gince the arrival there of the Representative of the Government of India
containing, inier alia, information on the number of Indians who left
Burma, their condition in India, the number still remaining in Burms, the
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condition of safety of the personal, commercial and sgricultural interests
of the Indians who have left Burma and who still remain there and whether-
panic has ceased?

Sir Girja Shankar Bajpal: Available information regarding the present
situation in Burma and the number of refugees who have returned to f..his
country has already been furnished to this House in answer to questions
asked on the 14th of this month. Government do not consider any other
method of publicity to be necessary for the dissemination of this informa-
tion. They have no information regarding the condition of Indian refugees.
who have come back to India: the number of Indians still left in Burma
must be over a million. With the return of conditions tb normal, the
personal, commercial and agricultural interests of Indians should be as
safe as they used to be before the recent riots.

Mr. M. Thirumala Rao: Has the Agent to the Government of India
submitted any report about the situation in Burma after he went there?

Sir Girja Shankar Bajpai: The answers which I gave on the 14th

regarding the present situation in Burma were based on the reports received
from the Agent.

Mr. M. Thirumala Rao: Will copies of the reports be laid on the table
of the House?

Sir @Girja S8hankar Bajpai: These are almost bi-weekly communications :
they are not reports in the sense of formal documents.

Maulana Zafar Ali Khan: May I know whether normal conditions have
been restored?

8ir Girja Shankar Bajpai: That is the information that we have received
from the Agent.

Prof. N. @. Ranga: Will Government give due publicity to the fact to

whom those who wish to put in claims for compensation will have to send
in their claims?

Bir Girja Shankar Bajpai: I informed the House the other day that

the question of the machinery to be set up for adjudicating questions of
compensation is still under consideration. '

Prof, N. G. Ranga: When once that decision is reached, will Govern-
ment see to it that due publicity is given as to whom these claims
have to be sent by those who suffered?

8ir Girja Shankar Bajpai: I have no doubt that when a decision is taken

the person or authority to whom claims should be addressed would be
widely published. '

Mr. Abdul Qaiyum: May I know if the Indian Agent has been in-
structed to assess the value or amount of losses suffered by Indian nationals
in Burma, because that would help Government in pressing their claim for
compensation /
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8ir Girja Shankar Bajpal: I gather that those responsible for the pre-
sentation of the Indian case to the Commission of Inquiry which has been
set up in Burma have already presented to the Commission a fairly
comprehensive statement of the loss suffered by the Indian community.

Mr. Abdul Qaiyum: May I know what is the total amount which has
been claimed by Indians?

Bir Girja Shankar Bajpai: I should like to have notice of that: T can-
not say off-hand. But I believe it is something like 75 lakhs.

Mr. 8. Satyamurti: Has the Indian Agent’s term been extended, and
it so to what period?

Sir @Girja Shankar Bajpai: The Indian Agent has been appointed only
recently and the question as to how long he should serve has not been
considered.

Mr. 8. Satyamurti: Was he not appoiﬁted only for a few months in
the first instance? i

Sir Girja Shankar Bajpal: The idea was that he should be there, at
any rate until the more critical position arising out of the riot was over.

INAUGURATION OF FEDERATION.

1804. *Mr. T. 8. Avinashilingam Ohettiar: Will the Honourable the
Leader of the House state:

(a) whether any progress has been made in the talks with the
Princes with regard to the inauguration of Federation;

(b) whether the required numbers of them have signified their
consent to the Instrument of Accession; and

(c) at which stage are the negotiations at present? *

The Honourable Sir Nripendra 8ircar: The attention of the Honourable
Member is invited to the combined reply which I gave on the 14th instant
to starred questions Nos. 1217, 1229 and 1238. '

Dr. 8ir Zlauddin Ahmad: Has any Indian State approached the Govern-
ment of India that it wishes to join the Federation?

The Honourable Bir Nripendra 8ircar: I once more draw his attention
to the answer which I gave on the 14th. But did the Honourable Member
say League of Nations? This question relates to Federation, and they
are not mathematically the same. -

IMPORT OF FoREIGN WHEAT IN INDIA.

" 1805. *Mr. Manu Subedar: Will the Honourable the Commerce Member
ate :

(8) in view of the representations recently sent tn Government for
the equalisation of freight on wheat and whest products,
whether Government have ascertained whether Indian wheat
and wheat produets have to compete on an unequal basis with
imported wheat and wheat products from imported wheat at
the ports;

B 2
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(b) whether the import of wheat in India has increased since the

Wheat Import Duty Act expired in 1987; if so, what are the
figures;

(c) whether the import of foreign wheat in India is due to technical
grounds, or it is due to price difference; and

(d) whether it is true that Australinn wheat can be landed iu India
cheaper on account of depreciated Australian exchange?

The Honourable Sir Muhammad Zafrullah EKhan: (u) 4 representation
has been received in the Railway Department from the Punjub Chamber
of Commerce on the subject of the equalisation of freight rates on wheat
and wheat products. The representation is under examination,

(b) Imports of wheat into India during 1937-38 were 21,688 tons against
117 tons in 1986-37 and 13,066 tons in 1935-36. During the first five
months of the current year imports were negligible, but in the last two
months, Beptember and October, they amounted to 42,802 tons,

(c¢) There is o demand from Indian flour mills for Australian wheat
for blending purposes, owing to the larger percentage of wheat flour obtained
from it, but the extent of the demand in any year appears to be determined
by price considerations,

(d) Bince the Austrulisn exchange has not varied in its relationship
either to sterling or to the rupee over recent years, during part of which
time no imports of Australian wheat into Indin took place even with a free
market, the answer is in the negative, '

Mr. Manu Subedar: May I know what steps are Government tuking to
safeguard the interests of the wheat producer as well as the interests of
tke Railway Companies who were transporting wheat and wheat products
from the Punjab to Calcutta and Bombay?

The Honourable Sir Muhammad Zafrullah Khan: The question of im-
posing a duty on the import of wheat is under consideration,

Sardar Sant 8ingh: May I know whether the figures contsined in the
reply of the Honourable Member as to the quantity of wheat imparted

include the quantity under bargain which is to come into the ports very
soon?

The Honourable Sir Muhammad Zafrullah Khan: Does the Honourable
Member mean whether the figure T have mentioned for September and
Dctober includes the quantity of wheat that might come in in January?

Sardar Bant Bingh: My point is, whether it is a fact that more quaatities
are under contracts to be sent to Indian in the near future and thst has
depressed the price of wheat considerably? -

“The Honourable Sir Muhammad Zafrullah Khan: The question was

whether the figure I had mentioned included certain other quantities. Tt
does not include anything except that to which it refers.



STARRED QUESTIONS AND ANSWERS, 3137

Sardar Sant Bingh: May I know if Government are aware of the fact
that bargains relating to very big quantities have been mude with Australia

for import of wheat into this country?
The Honourable Sir Muhammad Zafrullah Khan: No, Sir, I am not

aware of that fact.

Mr. Manu Subedar: May I know whether Government propose to revive
tHe Wheat Import Duty Act by bringing in a separate Bill or whether it
is capable of being revived, and if they dare going to bring in a Bill, whe-
ther it will be brought in this session?

The Honourable Sir Muhammad Zafrullsh Xhan: That is 4 question
which 1 have just answered, and my answer said that Government have
that matter under consideration,

. Prof. N..@. Ranga: Is it not a fact that the Punjab Government made
a representation not only during the last Session while this House was in’
Session in Simla, but also after the recess?

The Honourable Sir Muhammad Zafrullah Khan: I believe a representa-
tion was received, but with regard to any more specific question T am
afraid I shall have to ask for notice.

Sardar Mangal Singh: May 1 know t'.hen Government will finish their
consideration, because u similar reply was given before that they hoped to
finish consideration of the questiop.

The Honourable Sir Muhammad Zafrnilah Khan: The consideration had
to be started afresh, because the consideration which was then in progress
showed that no wheat was coming in but now the matter has to he looked

into afresh because there have been imports of wheat. *

Mr. K. Ahmed: May I know whether the freight of wheat from . . . . .

Mr. President (The Honourable Sir Abdur Rahim): Next question.
Mr, K. Ahmed: What is the attitude of the Chair, I do not know.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member must withdraw that sort of remark.

Mr. K, Ahmed: I am not allowed to ask any question, T am suffering
from this trouble. I don't know what the attitude of the Chair is . . . .

Mr. Preaident (The Honourable Sir Abdur Rahim): Will the Honourable
Member withdraw those remarks?

'Mr. K. Ahmed: What am T to withdraw?
Mr. l'l'uidbht (The Honourable Sir Abduf Rahim): He moust wnthdraw

gll:' f}ords ‘what is the attitude of the Chair'’ and he must apologise to the
8Ir. ' ' s
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Mr, K, Ahmed: I will withdraw, but allow me to put the question,

Mr, President (The Honourable Sir Abdur Rabim): No, mnot at. all.
Will the Honourable Member withdraw those remarks and apologise to the
Chair? : ’

Mr. K. Ahmed: What is it, what am I to withdraw?

Mr, President (The Honoursble Sir Abdur Rahim): I must ask the
Honourable Member to withdraw the remarks he made regarding the
attitude of the Chair.

Mr, K. Ahmed: You tell me the words and I shall tell you. .

Mr. President (The Honourable Sir Abdur Rehim): What were the
words used, let the Official Reporter read them out.

(The Official Reporter read out the words ‘“What is the attitude of the
Chair, I do not know'.)

Mr. K. Ahmed: Yes, I withdraw those words unconditionally.

INDIANS IN THE INDIAN MEDICAL SERVICE.

1808. *Dr. Sir Ziauddin Ahmad: (a) Will the Secretary for Education,
Health and Lands please state the number of Indians in the permanent
grade in Indian Medical Service, and how many of them are Muslims?

(b) What is the number of Indians in the temporary grade of the Indian
Medical Service and how many of them are Muslims?

(c) When do the temporary officers complete their five years service?

(d) Will they be considered for permanent appointment?

8ir Girja Shankar Bajpal: The question should have been addressed to
the Defence Secretary.

JoINING oF FEDERATION BY INDIAN STATES.

1808A. *Mr. T. S. Avinashilingam Ohettiar: Will the Honourable the
Leader of the House state:

(a) representatives of how many States have had talks with
Government over the matter of Federation;

(b) whether any of them have signified their consent to join the
Federation; and

(c) if so, how many and if under any conditions on what condi-
tions?

The Honoursble Sir Nripendra Sircar: The attention of the Honourable
Member is invited to the reply which I have just given to his starred
question No. 1304.

Mr. T. 8. Avinashilingam Ohettiar: May I know, Sir, how many
Ministers of States have had consultations? We do not want to lmow
the matter if it cannot be given out, but we would like to know the
number of Ministers consulted.
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The Honourable Sir Nripendra Sircar: I think I explained more than
ogce that we cannot give that information, because it is against public
interest to disclose anything about the nature of the negotiations which
include the number as well as the names of the States or with whom
-consultations, if any, are being carried on.

Mr. 8. Satyamurti: I can understand their claiming public interest for
not answering question on the nature of the negotiations, or even the
pnames of the Princes, but the simple question here is how many Btates
have had talks, and whether any of them have signified their consent to
join the Federation? I think, Sir, the public are interested in this matter.
Federation is not between one man and another; it is between British
India and the people of the Indian States. I am not asking your help in
the matter; I am merely asking my friend, the Law Member, what are the
reasons why the Government will not give this House even this informa-
tion as to how many States have talked to them or whether any of them
have signified their consent to join the Federation?

The Honourable Sir Nripendra Sircar: My friend is so familiar with
May's Parliamentary Practice that, I am sure, he will agree that a Govern-
ment Member cannot be cross-examined as to the reasons why it considers
«certain answers opposed to public interest, but in this particular case,
it is obvious it is not in the public interest to disclose as to what people

are negotiating.

Mr, B. Satyamurti; May I take it, therefore, that no State has agreed
to join the Federation?

The Honourable Sir Nripendra Sircar: You may take it or drop it as
you like.

Dr, Sir Ziauddin Ahmad: May I know, Sir, how many States have
already signified their intention to join the Federation, and not the League

of Nations, please hear me properly.

The Honourable Sir Nripendra Sircar: I have answered this question
very often, and I would repeat once more that for the reasons already

given, I cannot make any statement,.

. Mr. Manu Subedar: May I know, Sir, whether Government have con-
sidered the desirebility of a tripartite discussion with regard to Federation
between the Government of India, the representatives of States and leaders
«of parties in this House ? -

The Homourable Sir Nripendra 8ircar: I am not prepared to say wha$ '
they have considered. '

Mr. Abdul Qalyum: And who decided that the disclosure of the in-
formation would be against public interest?

. ‘The Honourable Sir Nripendra Biroar: That again my Honourable friend
is not entitled to know. )
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‘Msulana Zafar Ali Khan: I should like to know whether it will be a
condition precedent to the participation of Indian States in the Federal
schéme that the representatives from the States should be elected or
nominated to the Federa] Legislature?

The Honourable Sir Nripendra Sircar: It will be either yes or no, I
- am not prepared to say what it is.

Maulana Zatar Ali Khan: I should like to know whether it will be a
condition precedent.

Mr, President (The Honourable Sir Abdur Rahim): Next question.
INDIANS IN TANGANYIEA.

1808B. *Mr, Sami Vencatachelam Ohetty: (a) Will the Secretary for
Education, Health and Lands please state the number of Indisn popula-
tion in Tanganyika?

(b) What are the landed, commiercial or labour interests of these
people in that country?

Sir Girja Shankar Bajpai: (a) The attention of the Honourable Member
js invited to the reply givea by me just now to part (¢) of Mr. Abdul
Qaiyum's starred question No. 1294.

(b) Indians have considerable landed and commercial interests in
Tanganyika but Government cannot assess exactly the monetary value of
these interests.

Prol. N. G. Ranga: Is any conaiderni:la number of them interested
there as lubourers?

Sir Girja Shankar Bajpai: No, I don't think so.

THE INDIAN INCOME.-TAX (AMENDMENT) BILL—contd.

Mr. President (The Honourable Sir Abdur Rahim): The House will
now resume consideration of the following motion moved by the Honour-
able Sir James Grigg:

“That the Bill further to amend the Indian Income-tax Act, 1828, as reported
by the Belect Committee, be taken into consideration.’’

Mr, Lalchand Navalrai (Sind : Non-Muhammadan Rural): Last evening,
~when we adjourned, I was dealing with the question of the machinery of
the Income-tux Department. There has for long been a demend that
there should be some judicial officers who should sit with the Income-tax
Officers when they sit to assess n particular assessee. That demand has
not been fulfilled in the present Bill. There will be nothing lost if an in-
dependent non-official with judicial experience is joined with an Income-tax
Officer in the assessing of claims. That is the first point that the House
should consider. At one time it was considered that some such people who
have some knowledge of the Income-tax Departthent should be joiied,
but that has also not yet been.done. '
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1 now come to the first appellate authority. The first appellate autho-
rify at the present moment is the Assistant Commissioner. He belongs to-
the machinery of the department und he is the creature of the Central
Board of Revenue; that is to say, he is responsible for making more revenue
for the department. Now, in the Bill, we find that the words ‘‘Assistant
Commissioner” have been changed into ‘‘Inspecting Assistant Commis-
sioner’’. Probably the idea is that sorme Assistant Commissioners will be
engaged in the duty of inspection only and some others who will sit in appeal
as the first appellate court. But I do not find that the one who will sit in
appeal will be a judicial officer. T find from the Report of the Select
Committee that the judicial work, that is, sitting as an appellate court,
will also be given to some of these inspecting Assistant Commissioners; in
other words, the officer will be a ministerial officer all the same. That is
what 1 am objecting to. I submit that the Assistant Commissioner, who
will sit as the first appellate authority, should be a judicial officer. Then I
move on to the question of the second appellate authority. An attempt has
heen made by the Select Committee to give only indications regarding a
tribunal. " 1 say, indications, because I find from the Select Committee
Report that no definite proposal was considered by the Committee. Some
suggestions were placed before the Select Committee and they had no time,
they state, to consider them. My complaint of yesterday that this report
has been sent to us too prematurely is fully justified by what the Select
Committee has said. I will now read that portion of the report of the
Seleet Committee which deals with the tribunal:

“‘We are of opinion that the Bill should contain provisions for the introduction of
a further appellate authority, of an independent nature, for the hearing of appeals
from decisions of Appellate Assistant Commissioners. The limited time at our dis-

posal. . . . .

Why should the time be considered limited? Is it because of the fact
that the Honouruble the Finance Member is soon leaving us that he is in a
haste about this?

“The limited time at our disposal and the complicated nature of the adjustments
that would be necesssry for this purpose have prevented us from giving effect to- our
views in the Bill itself, and have reconciled us to awaiting proposals on the subject.
which Government undertukes to put forward at the consideration stage.”

Have those definite proposals come before us now? We are at the
consideration stage and no definite clause has been brought before us. Tf
it comes ut the time of the amendment stage it does not satisfy the re-
quirements. Therefore, it cannot be considered that the consideration of

this Bill now at this stage is complete:

“The new appellate body should consist of a tribunal composed of not less tharr
two members cggmn from each of two categories of a panelp:;eme eight or tem
mombers comprising legal members with qualifications such as are normally required
for appointment as a District Judge and technical members recruited from among
persons with professional experience of accountancy.” :

These suggestions are very good, but my point is that they should be
cut and dried and in the form of a clavse so that we may consider it fully.

I now come to a very important point on which I am very keen and I
fhil.i_k‘ the House also, and that is with regard to clause 4. Thjirs is 8 clause
againist the objectionable portion of which there have been many protests,
I 'would say world-wide protests of the Indian traders. (ertain parts, of
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[Mr. Lalchand Navalrai.]

this clause are being considered very objectionable, and as I stated yester-
day, they will prove s great detriment to Indian traders outside. I, there-
fore, submit that this is a very important Bill. T will take up the important
<lauses and comment on them and give my reasons for their deletion. In
1he Bill as it stands clause 4 reads thus:

“SBubject to the provisions of this Act, the total income of any previous year of
any person includes all income, profits and gains from whatever source derived which
-are received or are deemed to be received in British India in such year by or on behalf
-of such person.”

This is the remittance system that we have at present. All foreign

12 Noow, incomes that come into India are charged by the ingome-tax

* Department on the remittance basis, that is to say, income-tax

is charged on the money that is actually brought into India. Therefore,
that clause may not be objectionable. The second one reads: :

““If such person is resident in Brilish India during such year accrue or arise or
are deemed to accrue or arise to him in British India during such year."

This also is not objectionable, because that is the present practice. We
<cannot do away with the lncome-tax Act under this head. What is most
harsh is sub-clause (i) which reads:

‘‘Accrue or arise to him without British India during such year.”

This will mean that income-tax will be charged whether the mone is
brought into British India or not. I see no justification for this. Along
with this I would ask the House to read the second proviso which reads
1hus: )

“Provided further that in the case of a person resident but not domiciled in
British India, income, profits and gains which accrue or arise to him without British
India shall not be so included unless they are derived from a business, profession or
vocation or unless they are brought into or received in British India by him daring
such year.”

This makes a distinction. One would go to that limit and say that it is
a racial question. The distinction is apparently and clearly a very invidious
one. Reading clause b (ii) with this proviso, it comes to this—that an
Indian who is resident as well as domiciled and who belongs to India will
bo charged on every income that is mude by him outside India. That is to
say, it would be profit on business, profession or vocation and also securi-
‘ies or interest or profit in shares and so forth but with regard to the person
who has been resident here for years, but happens to be not domiciled in
this country, two exceptions are made. One is that he shall be charged
.only for profit from profession, business or voeation. But with regard to
securities, interest, etc., they are being exempted. A two-fold provision is
inade. One is that he will be charged with-regard to the former three
%inds of income, namely, profession, vocation or business, on an accrual
basis, but with regard to securities, etc., he would be charged on a
remittance basis. That is an anomaly again. Therefore, I submit that
this clause will be injurious to the Indian trade and I submit that that
clause should go.

After having read the clause and shown what is principally meant by
this Bill and how it affects, let me now show since when thig remittance
basis has been continued, because the very first reason that I would give
for keeping on the present basis is that it has lived satisfactorily and it has
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also given money to lndla Therefore unless very tangible grounds are put
forward to show that circumstances have changed now or that there are
any conditions under which there is a necessity for the change of this clause
I hope the House would say that it is not justified. The history of this
Bill is this. This remittance system was first of all provided for in the Act
of 1922, In 1923 again the Income-tax Act was amended. Here, the re-
wnittance system was continued but the change was made that income will
be charged if brought within three years to Iudia. After that an amend-
ment was made in 1933. It levied a tax on income if it was made after
1038 and remitted to India within three years. Now, this gave a little
relief because it was shown that if any income that is made in an outside
<country at any time is charged, it will be wholly inequitable. There ought
10 be some limit. Then they provided that any income that was made be-
fore 1933 will not be assessable and thus was this amendment made. Bince
1988 no other amendment has been made and that remittance system has
continued. Now, I ask that when it is now demanded that that remittance
system should be given the go-by and that the accrual system of all the
income, so far as Indian domicile is concerned, should be assessed and
thsrged here even though it lies outside in torelgn countries, I ask—is
there any justification for it? The House should not consider that this addi-
tion is an ordinary thing over which we may sleép or in respect to which
we may not give our fullest consideration so as to remove it because this is
an evil that is being introduced into the Income-tax Act. Therefore, I sub-
mit, that let us consider coolly what are the grounds upon which it is asked
that this Bill shouid have that clause. Now, so far as I understand, no
such substantial reason has been shown except the general one, viz., that
it will bring in more money. Now how much more money will be brought
in, when there are difficulties of bringing in money from foreign countries
and others? That is for the Honourable the Finance Member to tell us.
How much more can you get in these special days in which there are special
restrictions outside ? How much more money will he get for whi:h he wants
to change the present practice and create this revolution? I submit that that
has not been shown. But let us take it that he will get more money. Now,
is that a reason for having this injurious or objectionable clause—because
there is an assertion that there will be more money brought in from that
tax? 1 ask—which is that tax which does not bring in more money? Any
tux will bring in more money. Therefore, that is no reason that any and
every kind of tax should be put on. - Therefore there will be no necessity
or any justification for having the accrual system. Now I would submit
that it has also not been shown that there have been any difficulties in
charging on the remittance system when the money has been brought in
here. That system has been going on very satisfactorily. Then the second
point that 1 would put and which is also a very forcible one and which 1
think the House should take into eonsldemtmn. is whether this House, at
present, has any reasons to deviate from the opinions that this very House
gove definitely and gave it by a large majority on the same accrual system
when it was uttempted to be brought into India. .. .

8ir Oowasji Jehangir (Bombay City : Non-Muhammadan Urban): When
was that?

Mr. Lalchand Navalrai: It was on the 9th September, 1931. If the
Hggoumble Member wants the volume, it i8 Volume No. 1 of 1981 and
1982.
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Axn Honourable Member: That was before the flood. That was before
the ‘‘Bukkur Barrage’'.

Mr. Laichand Navalrai: Yes, the Sukkur Barrage will bring lots of
madney to you, but you will lose when the merchants of Sind who have been
contributing so much to Sind to help your barrage do not go outside, they
could then send you no money from there and thir very House will have to

enhance the subsidy that we are giving at present to the Sind Governthent
to go on.

The Honourable Sir James Grigg (Finance Member): Not on your life.

Mr. Laichand Navalral: But after vou—so far as the Fmancb Membﬂr
is concerned, he is very hard to deal with.

Sir, without digressing from the point, 1 submit that this Bill was mtm-
duced on the 9th September and rejected in 1082. At that time it was not
oonsidered fit enough even to be sent to a Select Committee. Now it
might be said that that might be a different Bill. I have got the Bill with
me and I was a party to it, too, and, therefore, I know much more. Now,
Sir, it contained a clause 4. 1 have read to you clause 10 of the present Bill
and you know section 4 of the Income-tax Act also. Therefore, I will not

repeat them to show you what they are. Now, clause 4 of the Bill of 1931-
82 reads thus:

“‘Bubject to the provisions of the Act the total income of any year of any person
includes oll income, profits and gams from whatever source derived.”

It comes more or less to the same thing so far as Indian domicile is
concerned,—

“which nccrue or arise to such person in British India during that period."

This is all right. Then comes the clause which is in dispute and that is
raore or less substantially the same, and it says:

"*Wkich accrue or arise to such person in Brlmh Indla dunng that year if he is
resident and domiciled in British Indis in that year.’

So far as the Indian domicile is concerned, it is substantially word for
word the same. Then coming to the distinction which they are keeping
now, that was nlso not approved of then. After all, the foreign people,
as well as the British people in India, have lived long with us, and why
should they every now and then ask for these doles and suy, ‘‘we should be
treated dlﬁe_rently”? Bir, we know that they are ruling, but it is not on
that account that at this stage they can insist upon it.- Opinion in
India has changed ; people are demanding that they should rule themselves,
and at that stage to come here with certain distinctions and considerations
for foreign people is not junt. The second distinetion is this:

“‘income which accrues or arises to such person in British India at any time if he
is resident but not domiciled in British India in that year, m so far as he brings
them into or receives them in British India during that year.’

It is the same with regard to their business, profession or vocation. It
was provided that their securities and investments should be treated on the
Pemittance basis.  Now, Sir, this very Bill war ehnkidered in 1932 with
offen eves by Members of the same eapacity and the same intelligence.
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JMr. Manu Subedar (Indisn Merchunts’ Chamber and Buresu: Indian
Commerce): But Sir James Grigg was not there.

Mr. Lalchand Navalrai: Yes, that is the only difference in the outlook.
We had then Sir George Schuster in whom we could place some confidence.

The Monourable Sir James Grigg: (Jompliu-lents do not cost you wmuch.

Mr. Lalchand Navalrai: But you won't get any.  You are going away,
leaving the legucy to others who may repent and weep over it,

Mr. Presidemt (The Honourable Sir Abdur Ruhim): The Honourabie
Member had better address the Chair.

Mr. Lalchand Navalrai: What I awn submitting, Sir, is this thut when
a Bill of a substantial nature and with the same provisions ag in the
present Bill has slready been rejected by this House, there is no justifies-
tion to bring it before this House again. The justificution for bringing it
before the House can arise only when some changes of substance have
happened or the circuinstances have altered. That we have not heard
any from the Honourable the Finance Member. He says he wants wmnore
money. From whom does he want this money? Is it for the salaries
of the Government servants or is it for increasing the salaries of the Mem-
bers on the Treasury Benches?

The Honourable Sir James Grigg: No.

Mr. Lalchand Navalrai: s it for incressing the number of the British
soldiers?

The Honourable 8ir James @Grigg: It is for the provinces.

~ Mr. Lalchand Navalrai: That is very good.

How muel have you
given .............

Mr. President (The Honourable 8ir Abdur Rahiin): The H.
Member had better address the Chair, " ) ¢ Honourable

Mr. Lalchand Navalrai: Very well, Bir.  If he were to muke o proper
retrenchment and curtail the number of the officers at the head and also
retrench their salaries, how much more will he be able to give to the
provinces. It is mere sham to say that.  Sir, this is the second reason
which I have advanced with regard to this objectionable provision.

. I now come to the third. I submit, Sir, thet this clause is bad on
principle.  The principle that I advoeate is that the income should be taxed
at the place of its growth or origin. That principle is not my own.
It is o well-recognised principle. Now, about two or three years ago a
Committee was appointed by the League of Nations which was called the
Income-tax Committee. The Committee had six experts.

. The Honourable Sir Jameas Grigg: Who were they?
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Mr. Lalchand Navalrai: I have told you that the Committee was appoint-
ed two years ago and you can find out the names of the members your-
self. Those experts were of opinion that the income should be assessed
enly where it accrued or where it had its ongin.

The next reason that I would like to put forward, which is also a weighty
one, is this, that the Government of India give no help whatsoever to the
* Indian traders abroad in making their profits and, therefore, it cannot
claim any tax on those profits. Now, Sir, [ would like to know what help-
the Indian Government have given to our traders abroad? What T wish
to say is that the British Government, in order to tax their income, ought
to be in a position to sny that they have extended their help to these
iraders abroad. Now, what has happened in Abyssinia? .The House
knows that there was an Indian firm there, known as Muhammad Ali and
Company. They were trading there and during the war they were practi-
cally ruined. Everything was confiscated. = What did the Government ¢f
India do for them? And this is not only the single case. I will be glad
to learn from the Government of Indias, if this point is contested, the
instances in which they have helped the traders outside. They have now
got the list of traders in the opinions papers. They are trading at various
places outside and they have sent resolutions mentioning their difficulties.
They have complained that they are not even allowed to go to the port
without a certificate.  They ure experiencing so many other difficulties.
Have they been removed by the Government of India? We have put
questions in this House to remove their troubles and the only reply we
have got from Government has heen that their Consul is there or their
British officer is there and he will look into the matter. That reply does
not satisfy us. The other day I put questions with regard to the traders
who had returned from Spain and were held up on the way. We put
several questions to the Foreign Becretary who invariably replied that
every attempt was being done there. But what is being done there, I
do not know. This is how the Government of India give them help.
Therefore, I submit that this is also a ground which deserves our considera-
tion. I think the argument which they will advance in favour of this tax
on these traders will be this that these traders fly away the capital of
India which would otherwise be useful to India. This is & wrong idea.
I can say from my personal experience about the Sind work merchants
that when they leave India they do not have much money with them.
They did not develop their business abroad with the help of the Government
but only because of their own assiduity and skill. I also know that a
8ind work merchant went abroad against the wishes of his relatives and
he took nothing with himself except a few curios. ~He went on hawking
and he is now the well-known Pohumal and Brothers known all over the
world. They have got agencies in every part of the world. Therefore, ¥
submit that if you do not give any help to these Indian traders abroad,
you cannot claim any money from them in the shape of a tax. A father
who does not give any help to his sons and disregards them cannot claim and
ask them to give him money when they begin to earn it. The sons may
help him out of morality and out of reverence but not legally, The same
principle applies in the case ofi these traders. The point is that the Indian
Government have given them no help and no capital has flown from this
country. On the other hand, more capital is brought to India.  All this
money is brought to India. Unless you drive them bag and baggage and
ask them to settle in those foreign countries by enacting a provision like
this, they are always willing to bring the money to this country so that
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India may be benefited. Not only are the 8ind merchants affected but
also South Indian merchants who do business in Burma and other places.
I, therefore, submit there is no justification for putting difficulties in their
way.

The next point is the absence of mutual arrangements, between the
Government of India and the foreign Governments in the matter of currency.
Indiane go and make money in those foreign countries.  There iz no
arrangement with those countries as regards trade facilities. If they
make money there, they cannot move it to India for want of facilities.
If you want to charge income-tax on the money that is lying in those
foreign countries you only induce these people .to leave India for ever
and settle there.  Who will be the sufferer? I am told that the tax
on foreign income which will accrue outside and which is not brought to
India will remain in abeyance. In other words even if a small income
comes here, it will be charged, and those lying outside even more than six
years or any period will be charged whenever it comes. Why not directly
and straightforwardly say that the income which is not brought to India
will not be charged at all.

The next question is the question of exchange. It cannot be denied
that the exchange question has become complicated nowadays. The
exchgnge in foreign countries changes quickly. If the exchange difficulties
are not removed, then I would call the Income-tax Bill not only compli-
cated and intricate but also unreasonable,

Mr. President (The Honourable Bir Abdur Rahim): I cannot ask the
Honourable Member to make his speech short, but I want the Honourable
Member to remember that there are a number of other speakers who want
to take part in the debate.

Mr, Lalchand Navalrai: I am making only a brief reference to all the
points I want to make. Take the case of Shanghai, the exchange in 1936
was Rs. 200 per 100 dollars whereas in 1988, it is Rs. 50 only for 100
dollars. Imagine how detrimental it would be to tax on accrual basis.

‘The next question is the payment of double income-tax. You pay
aggessment there and also pay assessment here on the same income.
This is clearly wrong. This is not fair. I learn that they propose to
give allowance for the tax they pay there. But that is a fallacy. If they
charge here on the income derived there as well as here and give only
a tax paid there as expenses, how is it going to relieve the assessee? He
is charged for the whole income outside and here with a small deduction.

Then, the next difficulty is with regard to books. The income-tax
officers insist upon these assessees bringing their books into India so thut
they may scrutinise them. In a place like Manille and other places they
do not allow the books to be removed. That is another difficulty in the
way.

Next, I come to the opinion of Provincial Governments. The opinions
of Provincial Governments do recognise the difficulty and iniquity of this
provision. T will not read those opinions. =~ The House might refer to
those opinions themselves. Indian merchants trading in far off places
like Java, Sumatra. Manilla, Gibralter and others, have passed resolutions
and those. resolutions have been incorporated in the opinion papers. Inm
the summary, at page 8, you will find the opinions and the reasons. These
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opinions should be considered very weighty, because they hive been pussed
in the form of resolutions by those personally affected associations.  The
reason they give is that if this income is going to be assessed on accrual basis,
they will have to leave those places and give no mare money by their
trade to India and cannot settle there any more.  The next opinion that T
'shall quote is the opinion of the Sind Government. As 1 belong to Sind,
T will quote that opinion—only u few words; the Sind Government Secretary
has said:

“I am to say that the Government of Bind arve inclined to think that there is much
force in the ocontention that un exception should be made in the case oh income derived
in countries which prohibit or severely restrict foreign remittances or .which do not

allow relief from double taxation, and suggest that the question may be given due
consideration,”’

This is exactly what I have placed before you today. There nre also
the opinions of the Karachi merchants and others. I will not read them.
but I will only refer to the page. The first from the Bind Government
was in Paper No. II and the one that 1 am now referring to is in Paper 111
at page 28.  There the merchants association have said:

“We would reiterate that Indian merchants having business in foreign countries
are of immensely more value to the country than the foreigners trading here inasmuch
as while the former increase national wealth the latter drain away the natienal re-
sources. It is therefore the duty of Government to oee that the Income-tax Law
of the country does not in any way discourage the Indian business enterprise in
foreign countries."

This is what 1 have to say ut present about cluuse 4, T have also
sent notice of amendments to clause 4 and when the timme comes T will
88y more,

I shall now refer to the objections to some of the other provisions.
I would not take clause by clause, but only in passing say that I object
to the slab system. I have read what the Select Committee have said.
‘The Belect Committee had no materials before it and I do not agree with
them—they will excuse me— they are not justified in their eonclusion ebout
the slab system and it should not be introduced until we have more materials
before us to come to the conclusion that that would be more profitable.
Only an assertion is nothing.

Mr, 8. Satyamurti (Madras City: Non-Muhammadan Urban): That
will be in the Finance Bill,

Mr. Lalchand Navalrai: Why do you accept the system now?
‘Mr. 8. Satyamurti: It is better than the step system.

Mr. Lalchand Navalrai: That must be proved. We are going to put
the cart before the horse. We are going to consider the slab system; we
are going to commit ourselves to it. The incidence of the tax will come
at the time of the Finance Bill. At that time you might consider whether
you should have the step system or the slab system. The opinion of the
Seleet Committee is only provisional; they may change it.

Then, Sir, the next point is with regard to the notice to assessees for
returns—the general notice to everybody that everybody should  send
the return. That is very hard. It will be very hard upon poot people.
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You recognige that in India there are poor people who are not eduveated
and you expect everybody to send in the return. ‘ The reaton given by my
respected Honourable friend, the l.eader of the Opposition, that some
relief bas been given and that the rigour has been brought down because
there will be no punishment with penalty, but that is nothing. I appeal
to the Leader of the Opposition to consider how the Income-tax Officer
are assessing now. Is it not very easy for the examiner to make it over
Rs. 8,600—by adding a little here and a little there? Tf you say that
Rs. 2,000 is assessable and the amount is less by 500, it is very easy for
them to make up the amount by manipulation in the accounts.
We know ‘their way of additions." lzsuggeat' that the notice should not
be o general one. You may give notice as at present, and not say gen-
erally that all gshould send the returns by putting a notice on the hoard
ug is done in courts and not looked at. '

Lastlv, I would refer to clause 74. Clause 74 of the Bill refers to
representation of assessees before the Income-tax Officer. Now, the
present svstem is that any man who has got no work to do can get up
and represent by calling himself an expert. - At present any man can go
whether he has got ability, capacity or legal knowledge or not. He goes
there to the Income-tax Officer, comes out and says that it is his argu-
ment that moved the Income-tax office and so’ on. The}'efore., T ohject
to clause 74 (iii). Barristers and lawyers will appear; registered account-
ants will appear; even accountants who get the certificate of the Central
Board of Revenue; and why, any other so-called practitioner? I strongly
ohject to clause (iii) which deals with definition of practitioner. Tn the
Bill: ‘ _

“*Tncome-tax practitioner means any person who' hefore the 1st day of April, 1938,
attended hefore an Income-fax nuthority on behalf of anv -assessee otherwise tham
.in the eanacity of an emplovee or relative of that arsensee.’

Therefore, this is objectionable and I will have to say more on this
when we come to the amendments.

In eonclusion, T submit that clause 4 is the accrual svstem which
should not be trifled with. Tt should be given full consideration; and if
you find not in agreement with the opinion of the House in 1981 and 1932
and for-very cogent reasons, then alone it may be adopted with cattain
modifientions, T submit that even the Honourable the Leader of the
Opposition was not definite on this point and left it to the House to con-
sider whether it was good or not: he has not given a mandate or verdics
and, therefore, I submit it is an open question. - Considered from all these
points of view I hope the House will not allow that clause to have any
place in the Bill.

Dr. R. D, Dalal (Nominated Non-Official): Mr. President, in support-
ing the motion to take into consideration the Indian Income-tax Amend-
ment Bill as reported by the Select Committee, T propose, with your
nermiesion, to refer to a few salient featuresand general considerations of
the Bill,

This important measure has the following main purposes: .

Prevention of the evasion of payment of income-tax by comperies and
individunls, production of increased revenue, introduction of the slab
system for the present step system, . certain concessions to the tax-payers,
‘introduction ‘of the system of compulsory returns of income, and an
inerease in the efficiency of the income-tax department.

[
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*: The Honourable the Finance Member has considered sympashetically
snd spesifically the following principles: :
__'Thet the Hill provides for fair and equitable taxation and the payin,
. ¢hpacity of the people, that the burdens of the country must be carrie
by the broadest shoulders, that there is no discrimination in favour of
rion-nationals in respect of taxation, that the effect of the provisions of
the Bill is such as net to handicap the normal development of the trade
and industry of the country on which is built its economie structure.

. Bir, income-tax legislation must spread a net comprehegsive and fine
enough to cover every kind of business, every type of properby, and every
manner of employment: at the same time it must make provision for an
elaborate array of reliefs, allowances and exemptions. The obscurities,
complexitics, and anomalies of the income-tax law have long been the
despair of the tax-payer, the bane of business, and the subject of eon-
stant judicial remonstrance. The obscurities of the income-tax law open
the door to a two-fold evil. On the one hand they encourage evasion,
while on the other they lead to administrative oppression, because only
too often the tax-payer finds himself unable to bear the immense costs of
legal proceedings. BSo unintelligible many of the statutory provisions. so
multitudinous and sometimes conflicting the judicial interpretations, that
but for the gkill and ingenuity with which the Central Board of Revenue
administer it, the exisling law would long since have proved unworkable.
To remedy this lamentable state of affairs and with a view to producing
increased revenue, the Honourable the Finance Member appointed an
Income-tax Enquiry Committee to investigate the Indian income-tax
systern in all its aspects and to report upon both the incidence of the tax
and the efficiency of its administration.

This Bill has the modest, the useful and the necessary purpose of
giving effect to the recommendations embodied in the Income-tax Enquiry
Report. This Bill embodies the triple virtues of intelligibility, uniformity
and simplicity, and is a lutid and logical statement of the law relating to
income-tax . . . ...

Sir Oowasfi Jehangir: Has it anything to do with vaecination?

m. R. D. Dalal: . . . . and it brings the substance of the law more
fully into accord with -existing conditions and existing needs.

" The e'xisti:ng rates of income-tax and super-tax in India are by no
means excessive, and the general scheme of taxation o

; 1 1 perates at present
t> relieve the wealthier commercial classes to an extent which is J,nua'ual

in taxation schemes. In order to make the Indian constitutional reforms
financially practicable, the Central Government have to abandon a part
.of the income-tax collections to the provinces. S8ir Otto Neimeyer dealt
with the question of the praspect of the transfer of resources to the pro-
vinces out of the proceeds of income-tax. Since for this purpose the neces-
sary funds have to be found by the Central Government, thiz Bill
emphasises the paramount importance of preserving the stability of

HJentral Finances and enabling British India to ent
Adl-India Federation 8 nter the next stage of

Mr. M. 8. Aney (Berar: Non-Muhammadan): Are making ou
‘casé for or against the Bill? : ) ® you n ot 2

......
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Dr. R, D. Dalal: Ultimately the provinces shall receive 50 per cent.
of so much of the proceeds as, under the Government of Tndia’ Act, is
divisible between them and the Centre. Such a sacrifice by the Central
Government is out of the question until it has been able to adjust its own
finances to the other changes arising out of the inauguration of provincial
autonomy. Therefore for the first five years the Central Government
retain the full sum realised under the head income-tax.

Now, I shall discuss very briefly the question of tax avoidance, which
is the main objective of the Bill. Tax avoidance is the name given to
the activities of those who evade payment of taxes by what are known
a8 “‘legal methods’’. In legal circles it is held that the term tax avoid-
ance gives & pleasanter atmosphere and & higher tone to the consultation
hetween lawyer and client than the more down-right word evasion. If a
tax-payer can by lawful means reduce his income, the courts will not
inquire whether the transaction has any genuine business validity. It is
common knowledge that an ever-growing number resort to evasive
methods. Many of these methods have not yet been reached by legisla-
tion. India offers most opportunity of any country for tax avoidance.
The reason lies in the formalistic attitude of the courts. Fictitious loans,
sham assignments, colourable settlements all form part of the trade of
that great array of experts, accountants, solicibors and barristers, who
devote their time and brains to showing tax-payers the methode of redue-
ing the incidence of taxation. There is very little hope of eradicating
these practices until their essential immorality is recognised by public
opinion. At present this is scarcely the case. In particular, the legal
profession as a body sees nothing dishonourable in lending its skill to
Eﬁrtther the ends of the tax evader. The legal e profession is of opinion

at .. ... : .

Sardar Sant Bingh (West Punjab: Sikh): Did you ever consult the
legal profession? '

Dr. R. P. Dalal: . . . . tax avoidance is not only legal but is not
immoral or dishonourable. Further, the prudent man will take
~ care to ensure that his property is so disposed as to bear the
smallest possible burden of taxation. Furthermore, if the tax avoider acts
openly and above-board and clearly conforms to the law, there is no reason
why he s!lould not do anything the law allows to lighten the load of his
taxes. 8ir, may I be permitted to explain in what sense the word ‘law’
is used. Law is the will of the people as expressed in the Legislature;
it is also the rules of conduct enforced by the Courts. The two senses
should. coincide; but in practice they often diverge, because the I.egislature
has failed to express itself with sufficient accuracy or completeness. The
opportunity for legal tax evasion proceeds golely from this divergence, and
he who exploits it can only be defended on the ground that what is bind-
ing on the conscience of the good citizen is not the well-recognised inten-
tion of the Legislature, but the technical imperfection with which it is
expressed. It is argued that the rich tax-payer is taxed without his con-
sent; so tax evasion is the proper remedy. Cases are on record in whioch
Members of the Legislature, who have voted to impose taxes on others,
ilave themselves resorted to evasive operations in order to aveid the very
axes to which they have consented . . . . '

1rwM
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M. 3. nn (Ormsa Division: Non -Muhammadan): Are you t.alkmg of
hnghsh puctlce or Indian practice? it

- Dr. R. D Dalal: Ev ery step of the Legislature stimulates. the mgenuv
1t.y of the tax-evading lawyer who plays an endless game of chess wi
the Central Board of Revenue . . . . .

Mr. M. 8. Aney: Sir, may I ask whether the Honourable Member is
in order in making: strictures against lawyers as a class, because he accuses.
them of resorting to ingenious methods for evading taxes, even when they
ute u party to income-tax legislation? N

Mr. President (The Honourable Sir Abdur Rehim): I cannot say it is,
altogether irrelevant to the subject, but the Honourable Membar might
consider whether it is In gaod taso

Mr. B. D. Pands (Rohilkund and Kumaon Divisions: Non-Muham-
madan Rural): What about medical certificates?

Dr. R. D. Dalal: Sir, it is high time to grapple with this evil at its
root. by making illegal, not particular kinds of evasive tricks, but evasion
itself. Of course, this is technically difficult, becatse 1t is a delicate matter
of draftsmanship to separate by Statute the trusts and companies that
exist for legitimate business from those that are founded to cheat the
Central Board of Revenue. The policy of the Income-tax Act has heen
to deal with the most important tax-dodging devices, but as fast as one
hole is stopped, another appears. Another reason for the failure of
legislution is that the interpretation placed by the Courts is so technieal.
as often to be almost put.kish Obscurity and complexity lead to many
ambiguities; consequently it is always easy for the Courts to narrow the
scope of the legislation and to defeat the purpose of the Legislature. Sir,
it is remarkable that Government have never made a pronouncement that
tax-dodging is contrary to the intervests of the community. Publicity
should be a very effective deterrent. Surely, Government must make
clear its determination to put an end to all fictitious transactions designed
to enable a tax-payer to escape those burdens, which the less astute or
more honest continue to bear. T would suggest that the Central Board
of Revenue should itself seek the assistance of tax experts in order to find
out what tax avoiders are doing . . . . . .

Mr. 8ri Prakasa (Allahabad and Jhansi Divisions: Non-Muhammadan
Rural): Is it moral legislation or financial legislation?

Dr. R. D, Dalal: The most successful methods escape, because their
existence is unknown to the Central Board of Revenue. The money spent
in consulting the foremost experts amongst Accountants and Barristers
would result in increasing the revenue fropx incomes. Reluetance on the
part of Commissioners of Income-tax to.make use of the avnilable legal
talent is the canse of sevious loss on cares where the issues of fact fall to
be decided bv themm. The tax-payer will engage the services of a Solicitor
and a Barrister, while the Central Board of Revenue will rely on their own
resources to contest a case in which the issue of fact may involve the pay-
ment. or otherwise of large sums of money. 1f a Barrister were emploved a$

the vost of a few gold mohurs, it will save the Finance Department. several
o c—
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lakhs of rupees. The real remedy lies in a general provision dealing with

tax avoidance as a whole. What is needed is & provision that thé taxable
* income of an individual should be his real income, not his income after it
" 'has been' bandied about from company to company in all parts of the world.
" Though difficult to frame, such a provision is not beyond the ingenuity of

the present Finance Member, whose knowledge of income-tax law and in-
" eome-tax forms is unrivalled and unique.

Mr. B. D. Pande: Is that a medical certificate of fitness?

Dr. R. D. Dalal: It should be specified that the ultimate decision,
whether any particular transaction should be disregarded because of its arti-
ficiality, would lie with the Courts. This would meet the objection that dis-
regard of form, and examination of the substance of an arrangement, would
place too great a power in the hands of the Executive. As the outline of a
practical policy, I would venture to suggest that a special body should be
-set up composed of highly-paid whole-time legal and accountancy experts,
whose sole function would be to seek out and investigate all cases of sus-
-pected tax avoidance and expose methods of evasion, and to submit recom-
‘mendations from time to time to the Central Board of Revenue for legisla-

tion to thwart evasive operations . . . .
Mr. Sri Prakasa: And will they pay any tax themselves?

Dr. R. D, Dalal: Now, Sir, I shall pass on to the next point. 8ir, the
Indian Chamber of Commerce suggest that the interest on Government of
India securities received by the Ruling Princes and Chiefs of India should
be subject to income-tax. I may point out that by a Notification under sec-
‘tion 60 of the Indian Income-tax Act of 1922, the interest on securities held
by or on behalf of the Ruling Princes und Chiefs of India as their private
property has been exempted from income-tax. This exemption was granted
at a time when the Government of India were anxious to attract subscrip-
tions to their loans. I would suggest that this concession should not be dis-
«continued, because no one can assert with any confidence that the time will
mnever come when the Government of India would not agnin welcome contri-
butions to their loans from the Indian States.

Now, Sir, I shall refer to a grievance that has been felt very much by the
public, namely, vexatious delay that occurs in dealing with income-tax re-
fund claims. I am in perfect agreement with the comments made by the
Income-tax experts in section 10 of Chapter XIV of their report. The In-
come-tax department should be responsible for seeing that income-tax
“refund claims are disposed of promptly. A definite period should be laid
down within which refund claims should be settled. In cases where refund
is delayed beyond three months, the assessee should be allowed a certain
percentage of interest. That would act as a certain check upon dilatory
proceedings. As regards the time limit for preferring refund claims I would
suggest that the present period should be extended further by one year.
The reason is this. In cases where dividends are declared prior to the 81st
March and. paid subsequentlv on the 1st April, an assessee whose account-
ing period ends.on the 31st: March finds his elaim time barred at the time he
submite. his return in respect of the year during which the dividend was
received by him, .
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Clause 6 of the Bill provides for the appointment of Appellate Assistant

‘Commisgioners of Income-tax. The separation of judicial and executive

functions of Assistant Commissioners is a we.come feature of the Bill. .I¢

is 8 sound and salutary proposal; and I am. sure that it will remove the
present dissatisfaction with the Income-tax department. I submit that, if
with the combination of judicial and executive functions, the Assistant
Jommissioners have so far proved fairly satisfactory, Appellate Assistant

Commissioners will be much more so. Appellate Assistant Commissioners

will be relieved of all administrative duties. They will be eolely devoted to-

the judicial function of hearing and deciding income-tax appeals. They will
be under the direct control of the Central Board of Revenue. Appellate

Assistant Commissioners should be recruited from the department itself.

There are many Assistant Commissioners of the highest probity with judi-

cial training and a knowledge of law. They are not only bachelors  of

commerce with G.D.A. qualification, but they are also bachelors of law.

Moreover, they have specialised in this work for years; so they are in a

better position to deal with income-tax appesls promptly, efficiently, and

satisfactorily. 1 am quite confident that the great majority of income-tax
appeals will be settled in the Department itself by the Appeliate Assistant

Commissioners and that there will be very few appeals from their decisions.

Therefore the scheme of appointment of Appellate Assistant Commisgioners.

should have a fair trial before any further change could be contemplated.

The Select Committee recommend that there should be an independent

appellate tribunal for hearing uppeals from the decisions of Appellate Assist-

ant Commissioners. T shall not trouble the House with the genesis of judi-
cial tribunals for dealing with income-tax appeals. There is no reason to
suppose that Assistant Commissioners do not dispose of income-tax appeals
impartially. On the contrary, the tendency of Assistant Commissioners and

Commissioners of Income-tax is to interfere perhaps a little too much.

During 1986-87 there were 30,000 appellants in the whole of India. Of

these 24,000 got relief on appeal or on revision; the remaining unsuccessful

8,000 had no case at all. These fizures do not justify the charge that the

Assistant Commissioners are the judges in their own cause. I submit that a

tribunal will not inspire the same confidence of the public as the High

Court. :

Mr, President (The Honourable Sir Abdur Rahim): The Honourable
Member will ¢ontinue his speech after Lunch.
The Assembly then adjourned for Lunch till Half Past Two of the Clodk.

. 'The Assembly re-assembled after Lunch at Half Past Two of the Cloek,
Mr. Deputy President (Mr. Akhil Chandra Datta) in the Chair.

Dr. R. D. Dalal: Mr. Deputy President, before Lunch T referred to ‘the
recommendation made by the Select Committee as regards an independént
t\:pe-llata tnbunal_ for hearing income-tax appesls from decisions of Appelljte

\ssistant Commissioners. In regard to second appeals, the proposal ‘that
a bribunal should replace the High Court would, ‘in my opinish, ‘be & réffo.
‘grade step. To lose the High Court and to hava an accountant ard ‘a 'fe'ﬁdl'
member of the standing of a District Judge would, in my opinion, be a'pobr
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substitute for the High Court and & poor solace to an aggrieved assessee.
In order to ensure absolute fsirness and impartial administeation of justioe
-$0.an aggrieved assessee, the Highest Court of Justice should continue to be
available to him, ‘the judioial ability and independence of which constitube
-tha greatest. poesible guarantee for the -principles of justice and equity in he
interpretation -of law. It is true that divergent views have been expressed
by different High Courts on the same question of law, but the mere purpose
of reconciling these decisions would not justify the establishment of indepen-
dent tribunals. Intricate questions of law can easily be referred to the Fede-
ral Court or to the Privy Council. Moreover, the consensus of public opinion
ls against ousting the jurisdiction of the High.Courts for dealing with in-
-come-tax appeals on both points of fact and questions of law. Therefore to
me it seems that the proposal for a tribunal is only a sentimental demand.

Now, Sir, T shall bring my.remarks to a close. Bir, in connection with
income-tax appeals there is one point which raises a public issue of very
great importance; it is this, that on an appeal by the Commissioner of
Income-tax or the Central Board of Revenue from a decision in favour of the
tax-payer, where a point of principle not previously decided and not covered
by previous authority is involved, the costs of the appeal to the High Court
and to the Privy Council on both sides should be borne by Government,
whatever the issue, '

Mr, Sami Vencatachelam Ohetty (Madrus: Indian Commerce): Pronos-
ing to speak from my Benches soon after my Leader, I realise how difficult
-a task it is to follow him in speech, however willing and respecttul my loyalty
to him in other matters. 8ir, my Leader has spoken about the more import-
ant features of this Bill in A manner which leaves nothing whatscever for
his fol'owers. I have neither the ability to improve upon what he has said,
nor the inclination to repeat even on those big issues on which he has spoken.
In conformity with his position in life and also with his position in this
Party, he has evidently left smaller matters to his followers. I, therefore,
propose to address myself only to matters of minor importance as compared
with the bigger issues which have already been dealt with. There is another
justification whv I should speak only on these small matters. 1 come from
a Presidency which is admittedly comparatively small in importance in so far
as commerce and industrv of this country are concerned, and I represent the
small merchant, the small trader and the smnll factory owner of that part of
the country. However small they may appear in comparison with the very
big issucs that have been dilated upon, the importance of those small
measures and matters seem to me too big for the small man in Madras to
leave without being protested against. I find that in the first place it will
be useful to refer to what has not been done by the Belect Committee more
than what they have actually done in the committee. For such improve-
ments as were possible to be done in the Select Committee, either with or
without the support of my Honourable friends representing the Muslim
League, I think the thanks of this House ure due to their labours, but I
must express my disappointment at the way in which the Select Committee
has practically abrogated some of the most essential duties to be performed
by them. I speak in this matter with considerable hesitation.hiecause I am
quite aware of the fact that my Party was -represented on . the . Seleet
Committee by no less weighty persons than the . T.eader and the Deputy
Leader of the Party but yet, I am quite conscious of the fact that on account
of the pressure of time they were not able to hestow that .comsidered thought



31566 - LEGISLATIVE ASSEMBLY. [17Ta Nov. 1938.

[Mr. Sami Vencatachelam Chetty. | -,

and attention which the smaller matters deserve, at any rate, in a taxation
measure of this-importance. I desire to draw the attention of the House 'to
three or four statements in the Report of the Se.ect Committee which gave
pointed foroe to my assertion that the Select Committee has abdicated ite
essential duties to the good offices of a ‘‘trustful Government’’ like the one
we have.

In the very first paragraph dealing with the subject matter of the Bill,
‘we find these sentences:

*“The limited time at nur disposal and the complicated nature of the adjustments
that would be necessary for this purpose have prevented us fram giving effect to
our views in the Bill itself and have recomciled us to awaiting propdsels on the subject
which Government undertakes to put forward at the consideration stage.”

The reason why they have allowed the ®hole responsibility.to be teken
by Government is stated by themselves. And that reason is the complicated
‘nature of thé adjustments that would be necessary. If the adjustments
.that would be necessary are so complicated, 1 think, Sir, that must hawe
‘been a sufficient reason for the Select Committee to deal with the matter
themselves instead of leaving the matter to be brought forward by the Gov-
ernment and again in a later paragraph they say: In the first paragraph on
page 2 we again see that the Select Committee has developed a good desl
of faith and confidence in this Government. They say:

“We have received an assurance that mdministrative arrangements can and will be
made to obviate any hardship that might be imposed, in consequence of the change to
the accrual basis of taxation, on persons prevented by laws in force in the coumtry
where their money may be lying fiom remitling money to British Indin as and when
they wish.”

Sir, if there is one matter which has troubled the minds of those pioneers
of commerce and industry who have gone out of this country to foreign
lands, it is this change from the remittance to the accrial basis and vet on
that matter the Select Committee has definitely left it to be decided by the
Government on the assurance given by the Government. I am afraid the
Honourable Members of the Select Committee are far too experienced to put
any reliance whatsoever on the assurance given by the Government. As re-
gards clause 8, the Select Committee say:

“*Bome apprehension was cxpressed that under section 7 of the Act as now amended.
an employee might find himself called on to pay income-tax on salary which was not
and never would be paid to him.”

There, again, Sir:

*“We have recsived an assurance that administiative action can and will be taken
to obviate any such hardship.”

May I know how many such hardships are not there in the archives of

the Government which have not yet been rectified under administrative
action? Bir, they say:

. “Government have given us an assurance that the new rates consequent on the

hanze from the cost basia to the written down basis will be discussed with the in-
terests concerned hefore they are fixed, and that the new provisions will not be
brought into operation until the rates have been so fixed.” ,

T shall leave that statement without any comment. Then on piéa 8
again with regard to clause 23 they say: S

“It hae been made clear to us that notwithstanding such publication of potices
“‘Qovernment intend that notices shall as hitherto be served on all persons b:elidxd to
havg-incomes liable to assessment.' - '



. . .., THR INDIAN. INOOME-TAX (AMENDMENT) BILL. 3157

_ §ir, if the Government intend doing what they -have bitherto "been
doing, why should they object to & change in the wording of the clause?
Again, Sir, they say, with regard to clause 45, on page 4:

. “The limited time at our disposal has prevented us from making specific provision
to this end in the Bill, but we underctand thal Government will bring forward pro-
posals on the subject at the consideration stage.’’

But here, it is not only placing confidence and reliance on an assurance
but I am afraid the Honourable Members of the Select Committee
themselves felt some doubt and, therefore, they left it by saying that they
understand that Government will bring forward propossls; evidently there
hae not been a direct statement made by the Finance Member that he
will bring forward such proposals . .. . .

Mr, 8. Satyamurtl: There was.

Mr. Sami Vencatachelam OChetty: Sir, this may make us wonder,
apart from other reasons which I shall refer to in the course of my few
remarks, why, in spite of this great handicap of time, we should allow
the consideration of this Bill to be supported by us. B8ir, the Honourable
the Finance Member has very successfully pinned us to a time-program-
me in the matter of the passing of this Bill. 8ir, the Honourable
Member got ths House tc agree to the Select Committee being called at
Delhi in October and to the convening of a special Session to consider
this matter at an exclusive sitting of the Assembly, and he thought he was
really obliging this House and this country by giving them some chance
to consider this measure in all its aspects, but I find that, having taken
a promise from the Opposition and other Groups that thev would be will-
ing to sit in a November Session, he has actually taken their consent to
have this Bill passed at any cost. I hope my statement will be belied
by the action which the House will take . . . .

The Honourable Sir James Grigg: What do you mean by “‘at any
cost’’—do you mean ‘‘bribing’''?

Mr. Sami Vencatachelam Ohetty: Sir, T do not know. The reasons
which the Honourable the Finance Member stated in support of the consi-
deration of this measure are these,—that the passing of this measure will
bring in more revenue to the provinces, and, secondly, that the tax-dodgers
would be roped in. Siv, in regard to the first reason, I am afraid he is
using it as a trump card. 1 have heard this argument used for the last
two or three occasions. Any time during which he wants to bring in a
taxation proposal or a legislative proposal. there is the question of the
inducement of higher contributions to the Provincial Governments. Bo
it was that his Honourable Colleague, Sir Thomas Stewart, was able to
get his Motor Vehicles Bil! passed.

The Honourable Bir James Grigg: Outrageous.

Mr, Sami Vencatachelam Ohetty: And then, secondly, there was an
attempt, fortunately infructuous, made by the Honourable the Finance
Member in regard to some Stamp Duty Bill,

The Honourable Sir James Grigg: What has your Prime Minister to
say about that?
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-Mr. Sami Vencatechslam Ohetty: By quoting that, my friend has
practically put the Opposition into the Goverwment lobbies ‘because my
Parly, having been .#n power in mine out ¢f eleven prowinees, Honourable
Members representing that Party somehow feel as if it is -their duty
somehow ér other to provide money for their own administration. Tt is
true that they exercise responsibility there but they have a greater
responsibility, and I am afraid my Party has forgotten the responsibility
on which alone it has been returned to this Assembly and on the -strength
of which alone the administration has mow come into our hands. - We
have given our promises and our pledges to the general electorate and to
4¢he commercial and other electorates that it will be qur fopdamental duty
to see to the reduction of the incidence of taxation on the peor.

Now, 8ir, the Finance Member is exploiting the sentiments of .the poor
as ngainst the rich and I know if my Honourable friend, Prof. Ranga,
had been here, he would also have shouted along with the Honourable
the Finance Member in this matter. ' :

Now, this inocome-tax measure is not a matter between the rich amd
the poor but between the smaller rich and the bigger rich. Now, accord-
ing to the amendments made by the Select Committee, it it my assertiom,
all that the big busimessmen wanted to have done has been done and the
smaller. man has been neglected. Now, I ask whether, in the interests of
the very poor fer whomn my friends and more particularly the otherside
appesr to be verv sympathetic, they have considered as to: what it is that
is actually oppressing them go far as this measure is concerned.

8ir Cowasji Jehangir: What is it that you want us to do?

Mr. Sami Vencatachelam Chetty: Pleasc let me refute the assertions
made by the Honourable the Finante Member first. The professed object
of the Honourable the Finance Member in bringing this measure, as I
stated earlier, is to put down the tax-dodging. [ quite realise that the
Honourable the Finance Member comes from a place where tax-dodging
is a fine art.

The Honourable 8ir James @rigg: In India it is & business.

Mr. Sami Vencatachelam OCheWy: As though his experience is not
tmough, he hse also imported asnother gentleman, Mr. Chambers. No-
body finds fault with either the Honourable the Finance Member or the
Government for trying to put down tax-dodging. We shall do our boat
to help him to prevent this tax-dodging provided he helps us in putting
down law-hedging by the executive of the Income-tax Tepartment. ‘Al
the dodging that he might complain of in India is practically due to the
income-tax administrators misinterpreting the law and prosecuting the
nssessees. And it must be admitted to the humiliation ¢f the Honourable
the Finance Member himself that the more important cases of dodging
which have apneared in the Indian Coutts weére ‘osses 6f dodping perpe-
trated by my Honourable friends, the Englishmen, in this country.. :

The Homnourable Sir James Grigg: There are a good many others also.

'Mr. 8. Satyamurti: But you set the example. s
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. Mr. S8ami Vencatachelam Chetty: But if you take the quantity of the
afidunt involved in Indien cases as against the quantity of the amount
8t tioney involved in the few cases of these English merchants, you will
then sée the disparity in the cleverness of dodging the income-tax rules.

Now, Sir, I am sure the Honoursble the Finance Member will not
deny that there is an Association in the United Kingdom whose purpose
ja to assist the assessee to evade the ineome-tax rules. Nor is he in a
position to deny, I am sure, that there is a book written by one of the
oleverest man in ‘England as to how to dodge the income-tax law. It will
be interesting to know how many issues of that book are sold in England
and how many in India. 8o, when he apeaks of putting down the dodging
of income-tax rules, he is not speaking really with the full knowledge of
the offenders against this law. If he knows who the offenders are, then
‘he only wants to pretend his ignorance of them and throw the whole
blamne upon Indians. I do not deny that there are cases of evasion of
income-tax on the Indian side but they are of such a trivial nature and
-are -such disingenuous attempts on the part of the illiterate and half-
-edueated merchants of this eountry that they are not worth taking notice
of.

Now, I come to those matters on which the small man feels very
much. Tirst of all, I will refer to the invidious provisions of this law. If
really the increase of revenue was the only consideration for a ineasure
like this, the Honourable the Finance . Member -ought to be very fair
hetween all sections of the people of this country, whether resident, domi-
ciled or non.domiciled. It is only then that he can prove his bona fides
as to the fair dealing with regard to matters of taxation. 8ir, in 'this
matter T beg of my Honourable friends of the European Group -not %o
misunderstand me when I have got to repeat what has been so often
repeated by them,—fair field and no favour. It is exactly ‘fair field and
‘no favour’ that we, the smaller merchants and smaller traders and eom-
‘mercial men, are asking now. This appesl is not onlv addressed to the
European Group but also to the magnates of other provinces because they
ought not to rest satisfied with what they have secured in this matter and
leave us in the lurch.

Bir Oowasjl Jehangir: What is it that you want?
Mr. 8ri Prakasa: We want to rob you!

Mr. Sami Vencatachelam Chetty: Now, Sir, I beg of you to compare
and contrast the provisions of the United Kingdom law with the law
.sither ag it is or as it is going to be hereafter. Tt was pointed out by my
Honourable friend, Mr. Lalchand Navalrai, that in 1981 or 19382 thete
was a Bill of & similar nature which was rejected by the then Assembly.
The then Assembly, according to us, was not as popularly representative
“Assembly as we claim to be today.

Sardar Sant 8ingh: And that is why they rejected it then.

Mr. Sami Vencatachelam Ohetty: Therefore, when a less popular
Agsembly was able to reject a similar Bill in 1981, I do hot see any
reason how a mote populsr Assemblv today eah even look &t this Bill,
not ‘to speak of the support that the Hlonourable the Finanee Member has
been dble to secure from the Opposition. '
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~ Now, Sir, T consider that if the Government of India Act had provided
-against discrimination against Englishmen, this Act is either perpetuating
-or making sufficient provision for discrimination in favour of Englishmen,

The Honourable Sir James Grigg: Nothing of the sort.

‘Mr. Sami Vencatachelam Ohetty: So we are unconsciously becoming
abettors in continuous crime of exploiting of India
by other than its own nationals. Discrimination
wweems to be the feature of this income-tax law. Please for goodness
sake compare and contrast the United Kingdom law with this law
in many of its provisions. 8ir, in the first place’ it looks as
though it ought to be taken as a well-admitted presumption that every
Indian is a dishonest man, that every Indian is a tax-dodger, that every
Indian is interested in keeping the true state of affairs concealed and that
‘there should be neither privacy due to him nor confidence reposed in him.
©Otherwise how do we justify the provision of empowering the lncome-tax
«officer to enter the premises of a possible assessee or a would-be assessee
-and demand -inspection of accounts? May 1 ask the MHonourable the
Finance Member who always has the United Kingdom law as his authority
Aor doing things whether there is similar provision in the English law?

3 PM,

The Honourable Sir James Grigg: We only keep one set of booka there.

Mr. Sami Vencatachelam Ohetty: That means that the second set of
‘books has not been discovered in the United Kingdom. With regard to
this very important provision all that the Honourable Members of the
“Belect Committee have been able to do was this. That the Incomne-tax
officer must be armed with the authority of a Commissioner.

Sir Cowasji Jehangir: May I point out to the Honourable Member, that
was not what the Select Committee did. Please do not blame the Select
~Committee or the minority of the Select Committee for something that
they did not do. You know that it is not permissible in this House to
~divulge the number or the names of the minority. You are now putting
-the blame for a certain clause on the minority whieh it does not deserve,
a8 you have been doing throughout your speech. '

Mr. Sami Vencatachelam Ohetty: T am sorry the Honourable Baronet
from Bombay has completelv misunderstond me. I neither mentioned
~names of the Honourable Members of the Seleect Committee nor divulged
what I do not know. 1 do not know the proceedings of the Select Com-
-mittee, except what appeors in the report. 1 find in the amended Bill
that all the amendments made by the Seleet Committee are underlined
and the underlined sentences are stated in the heading of the Bill to be
‘the changes or additions made in the Select Committee. I am proceeding
upon that assumption. They are satisfied only if the Income-tax officer is
-armed with the power of a Commissioner to enter the premises of nn
-assessee. I have often heard both on this side of the House and on the
-other side that it is going from tweedledum to tweedledee. =~ What dis-
tingtion do Honourable Members think. there would be in the paower of
.the Income-tax officer and in  the power of the Commissioner of
‘Ineome-tax? . It is & higher officer in the ssme heirarchy, For
- instance the Becretary of the Finance Department is the subordinate officer
of the Honourable the Finance Member, But behind this Assembly we
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do. no& know whether the tail wags the dog or the dog wags the tail. Sir,
thig difference between an Tncome-tax officer and a Commissioner of.
Income-tax is nothing. T warn this House to be mindful of the appressive:
nature of an unwarranted search like that. Apart from the fact or other-
wise of the dishonesty of a.particular man, it.seems to me castigating the-
whole of my countrymen ‘with suspicion and distrust if we allow an officer-
of the stamp of an Income-tax officer to search the premises of an assessee.
Now, 8ir, t‘gere is mo question of limitation of time.  There is no question
on what occasion he has got to enter. There is no previous notice. He,
can enter the premises at any time. Of course, probably he will be guided
by what are called the general clauses govering the hours of search, whick
must be between sunrise and sunset. I .am sure that there will be many
private matters transacted between sunrise and sunset. 1 um only citing:
as an illustration the nature of the oppression which this law is going to
csuse in so far as smaller men are concerned. I wm sure there will be.

no visitation of that sort in the premises of my Honourable friend, Sir
Cowasji Jehangir.

‘Mr. S. Satyamurti: Why not?

Mr. Saml Vencatachelam Chetty: I know of instances of the Income-
tax officers coming in as guests und worming out information.  Probably

a visitation of that nature might happen in the case of the Honourable
Baronet from Bombay. f

Another point which I should like to bring to the notice of my Honour-
able oolleagues is with regard to the state of Indians in foreign lands.
Now, even with the conservatism of -this Government it must be admitted
to their discomfiture, to their humiliation, to their shame, that this Gov-
ernment was not able to offer any sort of protection to foreign traders of
my country, and vet we exact every pie from those people on businesses
carried on simply on their own energy, skill, wisdom and adventure and

that must be a matter of some concern to Honourable Members of the
Government. '

Mr. K. Ahmed (Rajshahi Division: Muhammadan Rural): Who gave
you passport to go to foreign countries?

Mr. S8ami Vencatachelam Ohetty: Passport or no passport, if only my

Honourable friend, Mr. K. Ahmed, had blocked the way, no one could
have gone.

Bir, so far as foreign income is to be taxed on remittance basis, T have
very little to say against it, but, if as is ruggested it should be taxed om
accrual basis, I hope Honourable Members will see the injustice and the
iniquity of a step of that sort. 8ir, in the first place, it will be impossible
to substantiate to the satisfaction of the assessing officers the accuracy of
their reports of income. There will be a demand for the production of
account books which might well nigh be impossible to produce from distant
places and to prove to the satisfaction of the assessing officers. ‘1 know
in one small district of Guntur a very over-zealous Income-tax Officer (am
Asgistant Income-tax Officer at that) was able to persecute a successtul
merchant for years together so much so that that merchant had té reduce
his commercial activities to a considerable extent. If that is the case
in a swall district like that, what should happen in regard to those enters
prising gentlemen who have got branches all over the world? It will be
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i#p'oasiblle for the account books to be brought over here and prove to tha
satisfaction of the Income-tax Officers. I was sorry, Sir, the Honourable
the Law Member was not on the Select Committee.......

The Honourable Sir Nripendrs Sircar (Law Member): I was glad, Sir.

Mr. Sami Vencatachelam Ohetty: Because I know that when a similar
representation was made by foreign insurance companies with regard to pro-
quction of their accounts how sympathetic the Honourable the Law Mem-
ber felt in regard to the difficulties in producing accounts in Ipdia and,
I am sure, with his experience of particularly clever manner m which
foreigners used to dodge various laws and Acts in this country, he would
have sympathised with the demand of these Indian commercial men who
are doing foreign business. I hope, if his sense of fairness is not entirely
suppressed by his loyalty to his Colleague, it will be exercised on this occa-
sion, and that he will advise his Colleague how to mitigate the rigour of
this measure.  Bir, secondly, with regard to exchange restrictions that are
prevalent in various parts of the world, it has become a peculiar feature
of recent years that every country is anxious to reserve its economic
resources and cash resources to itself. In these circumstances it has
become impossible for these traders in foreign countries to remit either
their profits or even to close their business and remit their assets. 1 see
that there was again an mssurance given by the (Government that some
method will be found in regard to these countries where exchange restric.
tions are current. What the nature of those arrangements will be it is
impossible now to divine and knowing as I do that the Government is
habitually prevaricating and procrastinating I should not be surprised if
they would not take this matter into consideration after this Bill is passed.
The Honourable the Finance Member has every consideration to the English-
man who does business in the country. In fact, Sir, he went to the length
of putting forward an argument yesterday which was condemned and
repudiated by my Honourable Leader in most scathing terms and it is a
great surprise that the Honourable the Finance Member could not find
a more valid reason to uphold his contention in regurd to that matter, but
that is & different matter. We shall argue that point out when it comes
up. I am only mentioning that matter in order to say that while the
Honourable the Finance Member is so very solicitous about even the incon-
yeniences of the English merchants here, I expect him to be at least fair
to Indian merchants either here or outside this country.

The Honourable Sir James Grigg: Why should they not produce audited
accounts?

‘Mr. Sami Vencatachelam Chetty: Hsave you made provision that
Income-tax Officers will be satisfied with audited accounts? You have not.

Now, Sir, tacked on to this question of foreign income is the question
of Indians in Burma. 8ir, the history of Indiane in Burma which is
considered to be a most distinguished history of Indians in that country
has now become a most tragic matter und also s matter for great humilia-
tion. Now, I do mot think it is neeessary to go through all that haa
occurred in order to force the necessity of separation of Burma from this
oountry, But there it ie&. Burma has been separated, and now we
are under o sort of agreement with Burma in respect of duties and ather
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trade matters. But it is a matter of great regrét. that: we forgot about the

{ndian businessmen who are now in Burma. In this connection, my
Honourable Leader made a passing reference and I want to supplemrent
that reference with a few more details. It is often supposed that those
who have gone to Burme from India were all Chettiars from Southern
India. In the first place 1 want to disillusion those gentlemen of that
impression.. It is not only Chettiars from South India but also Muslirs
from South India and Muslims from Bombay and some from Bengal and
the. United Provinces and the Punjab and Sind. I am serry that some
of my Honourable friends to my left have not reslised the extent of trading
-activities of their co-religionists in that country. I am very glad to be
informed that they are beginning to realise it. In this connection, one
of the mutters concerning these people who may now be called emigrants
from India is with regard to agricultural income. It is true that agricul-
tural income being not only subject to the possibility of another tux by
the Provincial Governments, but on the fact that these proprietors are
very poor people, should be exempt from taxation and that Burma being
no longer a part of India, any income derived from that source should be
treated as non-agricultural income. The possession of these agricultural
lands by these moneylenders was not of their wish. They had not gone
there in order to acquire land. They had gone there only to do money-
iending business.  Very often we confuse the issues by repeating to
ourselves certain slogans.  Whenever the moneylending profession is
mentioned it i considered to be not a very decent profession. At any
rate that will be one way of emphasising one's own patriotism or one's
own concern for the poorer people when one condemuns moneylending.
But T do not think any country has ever progressed commercially or indus-
trially without moneylending in its smaller shape or banking in its bigger
ghape.......

Mr. K. Ahmed: Not at such high rates of interest |

Mr. Sami Venoatachelam Chetty: My Honourable friend in his usual
humorous way has intervened by saying ‘‘Not at such high rates of interest.™
But it is on that high rate of interest that this Government want to tax
and to share. Apart from that, I will dispel the idea that it was at a
high rate of interest. What is the high rate of interest? In England, the
present rate of interest is less than one per cent. But in India even the
bank rate is about three per cent. Therefore, the financial eondltlons_ of
‘this country lead to interest-racking or interest-profiteering even. Similar-
ly, if you compare one group of commercial men and another group of
commerical men, you will find variation of interest to a great degree. Tt is
just possible that a person who cannot raise credit has had to pay a higher
rate of interest than one who is able to get credit in the financial market.
But whatever high rate of interest they may have charged on the Burmans,
this fact cannot be effaced from history—the very great certificates which
have been given by the successive administrators of Burma with regard to
the moneylending business of these Chettiars and South Indians, they have
admitted in very glowing terms that the agricultural prosperity of Burma is
due mostly, if not entirely, to the financing of South Indir&ns. Apart from
‘that, when the capital came to be repaid, you will be horrified to know at
what rate of interest and what great sacrifice these moneylenders have had
_to take these lands. They may have charged 24 per cent. or 18 per cent.
‘or 15 per cent.; but when the money could not be realised, when they were
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thna.tenad .with murder and assassination, when Btate laws were promul-
gated to expropriate them without compensation not only in Burma but in
many. other foreign countries they had to take these lands: not with interest
but with considerable sacrifice of the principal iteelf. Therefore, what I
gubmit is, not that I want that agricultural income from Burma should be
treated us exernpted us such, having regard to peculiar nature of the case of
these Indians in Burma, they should be treated with as great a consi-
deration for all time to come as with other provinces, or at least for a certain
number of years, during which time it may be possible for them to clear
off bag and baggage from that country. .

Now, Bir, I want to mention one word with regard to reopening of
assessment. The reopening of assessment is extended up to eight years,
and it is also provided or at any rate it was understood that this reopening
was only in respect of fraudulent or deliberate concea.ment of income.
But when it was about to be put into actual drafting of the section, the re-
opening of nssessment was made possible in respect of cases coming under
section 28 (1) (¢) (1). Under that clause it is not necessary that there
should be fraud in regard to the submission of returns or accounts. It is
enough if any other kind of concealment is discovered to enable an Income-
tax officer to re-open the assessment for a period of eight years. Here
agein the longer you extend the period of re-opening the dssessment, the
greater 'is the trouble or the difficulty of an assessce to produce accounts to
substantiate his statement,.

Now, Sir, with one word with regard to the sneering comment of the
Honourable the Finance Member on propaganda, I shall close my speech.
This is not the first occasion, Bir, when he felt triumphant at reading tele-
gram from persons affected, the intention of which was to make the House
reel with laughter and to show that these people are imagining grievances
which do not exist in fact, and that, therefore, they ought not to be regarded
with any seriousness. I am glad, 8ir, we have not fallen vietims to that
kind of sneering reference to some of the telegrams which he has received.
The wearer knows where the shoe pinches, and so long as the Finance Mem-
ber is an Englishman, and, more than that, a8 Member of the Government,
I am sure no shoe would pinch him . . . .

Mr. Sri Prakasa: (Give him a Chinese shoe and it will pinech him.

Mr, Sami Vencatachelam Chetty: It is just possible, as often happens,
that the grievances of assessees are in several cases exaggerated,—1 do not
deny it,—but there has been sufficient cause for apprehending that the worst
will happen in so far as this Government is concerned, because proceeding
on the basis that the Indian assessee needs no sympathy whatsoever. the
next place for him, apart from his business, is the prison or conviction, it will
be really surprising if an Indian assessee does not fear that the Government
would go on increasing the rigour of its rules. Whatever the rules are, in
their actual administration. they have proved to he very oppressive. T do
-not want to refer to small incidents which generally happen.in income-tax
offices, but one cannot denv.it that when often times it is not possible for
one to get a decent seat in that office for an Indian assessee. one ran imagine
the indignities to which Tndian assessees are put in respect of other matters.
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In the first place, the same kind of mentality preveils right-from:the Finunce
Member down to the chaprassis in the income-tax offices,—there is that
sneéring disregard of the g:-isv_ancea_'of'lndhm. You g6't6 the: Commis-
sioner of Incorhe-tax, and he says: ‘Oh, no, do you think my officer is 8o
unreasonsble as to misunderstand your position? Certainly not. I am
inclined to belieie him motre than I ean believe you'. That is the way in
which evergbody goes on. This will be a sort of new experience so far as
my English friends are concerned. They do not know what sort of indig-
nities and humiliations to which we are put, how many times we have to
earry our books, bag and baggage in cart loads to the income-tax officcs.
Sometimes o Tamil man is posted in a Canarese District, or an Urdu man is
put in a Canarese Dislrict. Then it devolves upon us to translate the
nocounts for him and explain all details. There is no doubt that some im-
provement has been mude now in regard to this matier, but I am only men-
tioning the very petty and minor tribulations and difficulties we, the small
men, have to undergo, and this measure gives added force to these things
being donc continuously and unchecked, by these income-tax officers. I
hope this House nnd the Government will see that these things ure rectified
by putting down in the legislation itself sufficient provisions to disable theso
officers from troubling the assedrees, in the manner in which they have beon
accustomed to do heretofore. _ .

Now, 8ir, aparl from that, there ure one or two reasons why it seems to
me very necessary that we should reject the consideration of this Bill. Now,
Sir, the Honourable the Finance Member started with bargaining. He said
that he would 8ee that the notificutions iesued under section 60  would he
withdrawn if thik measure was passed in substantially the same form as it
is now before the House, and, therefore, he started the bargaining. I .think
there is nothirlg wrong in our bargaining on similar terms with the Members
of the Governmrent, and why should we not say that umless scction 49 is
allowed to he amended by us we shall not look at this Bill . . .

Mr. Lalchand Navalrai: Also section 4. -

Mr. Sami Vencatachelpth Ohetty: 1 do not know why we should develop
this kind of affection fotr this measure. 8o far as Provincial Governments
getting more revenue i8 concerned, in the first place I am not sure, having
regard to the Government’s desire to thrust Federation upon us, how long
the Congress Ministrice are going to remain in office in thase proviuees,
Having regard to that insecurity, why should we assume responsibility for
the provinces, especially, as we fear they will not continue in office for long,
It seems to me contradiction in terins if we do not resist this while we ure.
proclaiming registance to Federation. Then, Sir, if the money question is
the only consideration with the Provincial Governments., 1 wm sure they
will be able to realise this money even from the very eclass of people whom
vou are subjecting under this Act by adjusting certain inequities and in:
equalities that exist at present. Why should you accept a mensure which
porpetuates the humiliating and. insulting and invidions distinction between
Englishmen in India and Indians in foreign lands? T. therefore, think that

our Party will be well advised to reject this measure, T
. Mian Ghulaih Kadir Mtthammad Shakban (Sind Jagirdars and -Zamin-
dars: Lindholders): 8ir, ‘1 need hot mention. that the measure under
, diwbushion is g highly technical ohe. The Degartments of the Governmeént
of India, which evolved out this measure, deserve all praise, for the gteat
D
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amount of work that has been done. The Honourable the Finaunce Member
deserves congratulations for the manner in which he piloted this Bill in the
Helect Committee, the result of which is writ large on almost every page of
the Bill in the improvements that have been effected. The Select Com-
mittee also deserves congratulations on the very patient work that appears
to have been done, which is apparent from the large measure of agreement
that is in evidence in the Report.

The Bill before this Honourable House in the main secks to give effect
to the recommendations of the Income-tax Inquiry Committee which was
appointed by the Government of India two years ago to explore the. whole
field of this vast and complex subject. The present Bill is the final result
of that inquiry. I have every confidence that this messure, into whose
making so much careful lahour has gone in, will receive a very sympathetic
treatment in this House.

The present measure seeks to enable the State to exact its pound of flesh
from the taxpayer. But it is up to the State, to whom the interests of the
people should be as dear as its own interests, to see that no unnecessary
blood is spilt in the process. This will, in fact, militate as much against the
interests of the State as against those of the people. For, to vary the meta-
phor, any undue exaction on the part of the State will only kill the goose
that lays the golden eggs.

The main purpose of the present Bill is to prevent evasions of the tax
as far as possible, and thus to secure to the State the maximum amount of
revenue that can be obtained from this source. Of course, it is perfectly
proper, and, indeed, necessary for the State to take due order to prevent
evasions of any lawful due or legal liability on the part of any person or per-
sons. But, at the same time, we must also see whether the fault does not
lie a8 much with certain provisions of the Act itself or with those who ad-
minister it. For, every attempt to bring in more revenue must be regu-
lated and controlled by the principles of equity and good conscience, so that
while the income of the State is enhanced no undue hardship is caused to
the people.

I will now dwell very briefly on the salient features of the present Bill
which appear to me to call for modification. Within the time at my dis-
posal it is not possible for me to deal with them as completely as I would
have wished. I will, therefore, content myself with indicating the main
lines of such improvements in the Act ns appear to me to deserve consider-
ation. I will refer to the amendments, rather in order of their importance
as it appears to me, than in the order in which they stand in the Bill.

The Bill places the taxation of foreign income on an entirely new basis.
It replaces the present ‘‘remittance’’ basis by the proposed ‘‘accrual’’ basis.
On the former basis, only that part of the foreign income of an Indian resi-
dent which is received or brought into British India or is deemed to acerue
or arise to be received in British India, is subject to taxation. On the latter
basis the whole of the foreign income of a domiciled Indian resident is pro-
posed to be taxed, whether it is brought into British India’ or not. In
considering this change that is sought to be newly introduced, we have to
take great care to see that thie change will not have & bad effect on Indian
trade in foreign countries,
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No one will dispute that it is & very good sign that so mauy of our
nationals go abroad to spread their business and to eke out an honest living.
They certainly deserve all encouragement. Encouragement is necessary in
the cuse of Indian trade in foreign countries on account of the various dis-
abilities under which it is labouring. A large number of enterprising British
Tndians are engaged in business in foreign countries. The people of my own
Province of Sind huve established about 5,000 shops all over the world; more
than 12,000 Sindhis are engaged in them in various capucitiés; and about
60,000 Sindhis are dependent on this foreign busincss. Therefore, we have
to take particular care that trade does not receive n set hack as a result of
proposed amendment.

Even the United Kingdom Tax Codification Commmittee, 1986, expressed
itself in favour of the continuance of the remittance hasis in the tuxation of
income from foreign business, and also in this very Governinent s similar
amendment which was brought in 1981 was not supported. Even at present
our merchants doing business abroad are subjected o double tuxation. For,
on the very remittances on which they pay tax in Tndia they have already
paid tax in the countries in which they carry on their trade. Far from
getting any relief from double taxation, they ure now to be mulcted still
further even on the income which they do not remit to Tndia. This is a
position which requires very careful examination.

There will also be a number of difficulties in the practical working of
this amendment, such as, examination of foreign account books, varying
rates of exchange, foreign exchange control and the like. Even though
these are matters of detail, they are very important details and on a
successful solution of the problems raised by these details will depend
the ultimate success or failure of the measure before us.

The provision regarding compulsory returns of income is also an
innovation in this country. Illiteracy in India is the almost universal rule,
and literacy the very rare exception. It will be pructically impossible for
the uneducated masses to submit their returns, and they will thus be
subjected to unnecessary harassment. Innocent people will be penalised,
not for wilful disobedience of the law, but for their sheer ignorance.
India is very far from ripe for this measure, which will only cause hardship
to the vast bulk of people, and safeguards are necessary to see that it
causes no unreasonable hardship. After all, legislation must always
adapt itself to the conditions prevailing in the country in which it is
sought to be introduced, and the conditions precedent for this provision
are not universal in India.

Another depurture is the proposal to tax capitalised profits. This is,
no doubt, the law in Australia, but that is no reason why it should be law
in Indiu. The- present proposal affects the reserves set aside by some
companies towards their capitel requirements. . When these reserves are
not so utilised, they are then distributed amongst the shareholders. The
practice of putting such reserves towards capital has been in existence long
before the Tncome-tax Act came into operation. And the present Act
itself recognises them as capital and not as income. The proposed amend-
ment will, therefore, have the effect of taxing what is really capital, as
income, :

T also wish to make a suggestion in. connection with the oxemption
manted in the case of income devoted to any ‘‘charitable purpose’’, which
purports to include any object of ‘‘general public utility”’ . I consider

p 2
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bhat the term “‘charitable purpose’’ should include pensions to wldons,
orphans, children, etc., as is the case in the English Statute; and the term
"‘general public utlhty" should include trusts for the benefit of any parti-
‘cular section or community and also what is known as ‘‘Wakf-alal-
Auled’’, T think that these points should be provided for in the Bill.

" The proposed bifurcation of the present single post of Assistant Com-
missioner of Income-tax, into two separate posts of Inspecting and Ap-
pellate Assistant Commissioners of Income-tax, is commendable. At
present, both the inspecting and appellate work is done by a single officer,
the Assistant Commissioner of Income-tax. Tlhe separation of. these two
functions will be to the advantage of the taxpayer.

These are u few suggestions which I have ventured to put forward
before this Homourable House for their earnest consideration. This piece
of legislation is very far reaching in its cffects. 1t touches the people in
a mutter of the most vital concern to themi. FExpenditure is racing for-
ward in every direction, while income is not able to keep- pace with it.
The State is mainly concerned with its revenue and with the means of
increasing it by every possible .means. But we, as the accredited re-
presentatives of the people and the custodians of their interests, have &
solemn obligation to fulfil towdrds them. Tt is for us to see that while the
- State is not deprived of any of its legitimate dues, the people do not suffer
any undue hardship. It'is with this twofold aim in view that T have put
forward & few humble suggestions of mine before this Honourable House,
and I feel sure that they will receive whatever consideration is due to
them. -

With these observations, 8ir, I support the motion.

Dr, P. N, Banerjea (Calcutts Suburbs: Nen-Muhammadan Urban):
8ir, The Income-tax Ammendment Bill, as it was originally introduced in
this House lust winter, contained defects of & very serious character, and
the Select Committee have been able. to remove only a few of them. ‘‘No
fundamental alteration’’, to use the words of the Honourable the Finance
Member, has heen made in this Bill. This is to be deplored, especially in
view of the fact that the opposition was led by an astute lawyer and n
Freat advocate like Mr. Bhulabhai Desai, to whose extraordinary know-
edge and skill o handsome tribute was paid yesterday by the Honourable
ﬂm Finance Member. We were also told that the Honourable Sir Jamas
Grigg mellowed during the deliberations of the Select Comimittee. It is
unnecessary for us to discuss whether this was the effect of age or the
influence exercised on him by the mild climate of the country and the
non-violent behaviour of its people. But the fact remains that, in spite
of the best efforts of Mr. Desai and the cool temper of the Finance
Member, the Bill, as it has come before us, still contains many objection-
nble features. One reason may be found in the fact that the strength of
the opposition in the Select Committee was not proportional to the strength
of the opposition in this House. But perhaps a more important reason
was to be found in the hurry, the indecent hurry, with which the Belect
Committee finished its deliberations.

The Hpnomhle Sir James Grigg: Ts .it in order to refer to the pro-
veedings of the Select Committee s indesent? T deny the allegation
u.nmpletel\ There was no indecent hurry at all.



Lol v G ITHE INDIAN-4NGOME-TAX (AMBNOMENT) BILL. sie®

Dr. P. N. Banerjea: In many places in the Heleat Gommittee's Report
ibself, a8 has been. peipted oub by wy Honourable friepd, Mr. Chetty,
there is evidence of this hurry. It has been admitted by the signatories to
the report that there was hurry. They had no time to discuss some of the
most important matters, '

In this conneetion, I desive to point out that undue haste has churacter-
ised the procedure in rogard to this Bill through all its stages. It was
only in 1985 that a committee was appointed to enquire into the income-
tax wystem of the country. Before a ycar had elapsed this committee
submitted its report, and before another yeur had come to a closa the
recommendations of the committee had been put in the shape of a Bill and
placed before the Legislature. -

The Honourable Sir James Grigg: How long do you want? A century?

Dr. P. N. Banerjea: 1 will tell you presently. When ‘the proposal was
made to refer the Bill to a Select Committee, many of us on this side of
the House urged that the Bill be circulated for eliciting opinion thereon
hefore it was referred to a Belect Committee, but this proposal was not
accepted by Government. 8o’ the result is that within the brief period of
three years an important meusure like this is going to be placed on the
Statute-book. By way of a contrast, I may refer to what has been done
in a similar connection in England? The Codjfication Committee was
appointed more than ten years ago, if T remember aright; and the Codifi-
cation Committee took no lesg than six yegrs and a half to finish its deli-
berations and to submit its Report. This Report was submitted three or
four years ago, but no Bill has yet been placed before the British Parlia-
ment. Mark the contrast. '

Sir, the third reason for the inability of the Select Committes to deal
with thig Bill in the maypner in which it ought to have been dealt with was
to be found in the faet that in-respect of some matters the sanction . of
the Governor General was needed. When we discuseed this matter last
vear some of us. urged that the sanction of the Governor Genersl should
be obtained by the Finance Member in regard to these vital matters, but
this was not done. The last reason for the unsatisfactory character of the
Report which has been presented is that the Bill is an- amending measure
and not a consolidating Bill,

[At this stage, Mr. DIresident (The Honouruble Sir Abdur Rahim)
resumed the Chair.] : . o

When an amending meusure is placed before the Legislature, it is
precluded from considering the Bill in the manner in which it ought to
consider it. It is unable to look at all the different aspects of the income-
tax system, und this grievance of ours is not only with regard to the
substance but also with regard to the procedure. All Memg:rm of this
House who have tried to table amendments to thiz Bill have fouﬁd ‘the
grentest difficulty. The Honourable the Finance Member told the House
vesterday that an income-tax measure is intricate and complicated in all
vountries and at all times. This is true, but that is no resson why un-
necessary complications shoyld be introduced by defective drafting aud by
the creation of confusion, where confusion could ‘be ~avaided. We find
that even the figures and letters which indicate the clauses, sub-clauses,
parts and sub-parts ‘of the Bill have not heen correctly used. I do not
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know whether this has been due to deliberate deeign or to incompetence on
the part of the office; but the fact is that we have been placed in great
difficulty, and, a great deal of the time of the House will be taken up when
Members of the House will attempt to explain the tenor of their amend-
ments and to make clear what their real intentions are. Who will be
responsible for the waste of the valuable time of the House?

Coming to the Bill itself, one is tewpted to ask, what is the main
purpose of this Bill? It is true, us has been pointed out by the Finance
Member, that & number of poor persons will stand to benefit when the
slab system is substituted for the step system. 1 welcome this change, and
T express my gratitude to Sir James Grigg for the conoession he has made.
But I must say that this concession is only an incidental one . .. .

The Honourable 8ir James Grigg: Not incidental at all. It ix funda-
mental.

Dr, P. N. Banerjea: It is incidentsl to the introduction of the slub
system. You camnot deny that. However, we should now consider the
standpoint from which this measure has been approached. 1Is it the
standpoint of u tax-reformer, or is it the standpoint of a tax-gatherer?

The Honourable Sir James Grigg: Both.

Dr. P. N. Banerjea: Yes; hut it appears to most of us that the stand-
point is more that of a tax-gatherer than that of a tax-
reformer. It will be clear from a look at the Bill that the Bill
has been brought forward mainly with the object of increasing the
revenue of the Government. Only in two clauses of the Bill the Govern-
ment have agreed to sacrifice the revenue of the country, namely, the
clauses relating to the distinction which has been made between domieiled
residents and non-domiciled residents and the provision relating to the
relief of double taxation. I am not one of those who think that the
resources of the country should not be enlarged, but what T do insist upon
is that proper means should be adopted for this purpose. T should insist
that the means adopted for enlarging the resources of the country should®
be fair and just. '

4 p.M.

8ir, the Bill is based on the recommendations of the Tncome-tax
Enquiry Committee, but the recommendations of this Committee have heen
departed from whenever it has suited the purpose nf the Government.
The English system of income-tax law has been followed in general in the
Bill, but this system has been departed from whenever the interests of the
Government dictated such departure. 8ir, the result of this attitude on
the part of the Government has been that the principle of ‘ability to pay’
and the principle of convenience to the tax-payer and to the general public
have heen ignored in many cases, and in not a few cases have provisions
been inserted which are harsh, oppressive or arbitrary. 1 wn one of
those who sincerely desire that evasion should be stopped, but surely it
ought to be possible to stop evasion without recourse to harassment and
oppression. It tnay not be irrelevant in this connection tn refer to the
oppression and harassment which were caused by the income-tax measures
enacted in the vears 1869 to 1872 and the consequent discontent which,
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to use the words of Lovd Mayo, the then Governor General of India,
was ‘‘a political danger the magnitude of which could hardly be over-
estimated’’. Buch « conflict should be avoided by ull means on the present
oreasion,

Bir, I shall now discuss very briefly some of the more important
provisions in the Bill. The definition of the word ‘‘dividend’’, as given
in the original Bill, was borrowed from Wesatarn Australia. Now thig
provision was intended to prevent the avoidance of payment of super-
tax in cases in which assets are distributed to nssessces. The amendment
which has been mede by the Belect Committee in this regard has
improved the definition to some extent, buf this amendment does not go
far enough. If the amendment as it stands now is allowed to stand in
the Act, it will be difficult to distinguish between capital and income,
and it may sometimes happen that assets and not income will be assessed.
ll. ltl:e;efore‘ suggest that the whole of this part of the clause should be
neleved.

Sir, the amendment to section 4 of the Bill seeks to enlarge the scope
ot taxdtion of income. There are two matters which should be carefully
conyidered in this connection. In the first place, in this clause a distinc-
tion is drawn between domiciled residents and non.domiciled residents.
I do not know what justification there exists for drawing this distinction
but I must say there is a very strong feeling against this discrimination
and 1 would urge on the Honoursble the Finance Member to consider
whether he should not drop it. What is the motive behind this distinc-
tion? I will not ascribe any motives to the Finance Member, but people
say—I do not say it—that the motive behind it is to assist English com-
panies in India; but to my mind it appears . . . . . .

Mr, President (The Honourable Sir Abdur Bahim): Order, order.
The Honoursble Member said that the use of certain letters and figures
in the Income-tax Bill was not correct and showed the incompetence of
the office. So far as the Assembly Office is conocerned, they only took the
figures and letters as they were given in the Bill, as they were handed over
to them by Government.

Dr. P. N. Banerjea: 1 did not say that it was due to the incompetence
of the Assembly Office—I meant the office of the Drafting Department.

Mr, President (The Honourable Sir Abdur Rahim): The Honourable
Member said ‘‘office”.

Dr. P. N, Banerjea: I meant the drafting department office, I was
discussing the question of the distinction which has been drawn between
domiciled residents and non-domiociled residents. To me it seems that the
eftect of this distinction is to benefit the British exchequer at the expense
c;f the Indian Treasury. I hope that the Honourable Member will not
deny it.

The Honourahle Sir James QGrigg: I certainly deny it. It leaves the
existing gituation unchanged. The British exchequer does not get one
penny of benefit out of it.

Dr. P. X. Banerjea: In the name of fairness and equity, I urge that
this discrimination should be dropped,
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‘The other objectivh to this clause of the Bit is that the whole of the
foreign invome of ' resident national is sought to be taxed. Now, the
difficulty with regard to this is that it discourages the trading activities of
Indians abroad. At the same time,.if this sub-olouse is dropped altogether,
a great deal of loss will acoruc to the Indian exchequer. Therefors, 1
suggest that the income derived from business only should be taxed om the
remittance basis, while the rest of the income should be taxed on the
acorual basis. This would result in minimising the loss to the treasury
and, at the same time, it will encourage Indian enterprise. -

1 fully sympathise with the motive which underlies the hmendment
of section 4(2) of the Act which seeks to exclude the income of a-private
religiour trust from the henefit of the exemption. T agree that we ‘should
not sympathetically copsider the cnsc of a trust wlich does not emute
to the benefit of the public. But it should he made perfectly clear what
is understood by the term ‘public’. It may often happen that a trust is
created in favour of a.cless, or a section, or & community, and such a
trust should net be deprived of the benefits of the exemption. As regards
the restrictions which are sought to be. imposed on the business ocarried
on by the charitable institutions and by local authorities, I do not. think
that they re justified.. I do not believe that the removal of these res-
trictions will-harmfully affeot the Indian treasury.

“The proposed amendment of sub-section (1) of section 7 which seeks
to add the words “‘which are dué to him from, whether paid or not,”” is
wholly unjustified. Yon can tax a person’s salary only when it has been
received, but you ought not to tax it when the salary has not been received.
[s this proposal fair? This is not tonsistent with the prineciple of ability
to pay. I bave a salary due, but I have not ohtained it, and still I have
to pay the tax. Is this, T ask, consistent with the principle of the ablility
to pay. which is the most fundamental principle in income-tax law. 1
hope, therefore, that the Finance Member will see his way not to insert
these words. o . a

The amendment which was sought to be made .by the original Bill in
section 9, sub-section (a) of the Act has been considerably modified by the
Seleet Committee. But, unfortunately, the Selact Committes lmve - not
taken into ‘conrideration -the faet that the deletion of the proviso to 3ub-
section (2), as proposed in the Bill, is likely to hit many poor and middle.
class persons very hard.. Now, this proviso restricts the taxatign of. the
annual value of property to ten per cent. of the total income of tha owner.
This is strictly in accordance with the principle of ability to pay, and T
4o not see what justification there can be for the remotal of this rébtridkion.
It often happens that poor decendants of a family which was at one time
rich live in their ancestral house, sornétimes out of sentiment and some-
times because of the fact that this big house does not in fact fetoh mueh
rent, if let out. : Tn such sireumstances, to tax this house on the full annual
value would be wholly wrong. S

Mr. K. Ahmed: Whet do you do in she Cedontte Cerporation? . -

Dr. P. N, Batler|és: That is not an Indome-tax. That is a_conseldated
rate which is levied by the Corporation. Hens We ars constlleting an .
come-tax Bill.. Yon can tax only __,ghg jneoma, _hltr_;(pu_,qsfnqj: §5. ond

that.  You cannct tax roperty under this Bill, " Tf Jou d6 hot remove. the
restrietion, then you will he taxing préperty and nof ineome; =
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Bir, the proposed amendment of section 10, sub-section (2), of the Act;
which seeks to substitute the written down value in regard to the depre-
ciation of buildings, machinery, etc., possesses some theoretical sdvantages.
1 admit it, but it should be remembered that the business community of
the country is strongly opposed to the change. They fear that it will
hamper industrial development, and this point of view should be carefully
considered by the Honourable the Finance Member. '

I now come to settlements. It is clear that the intention of the Gov-
ernment is to put revocable and irrevocable settlements on the same foot-
ing. 1s this just and fair? If a settlement is irrevocable, then it should
not be presumed that the object of the settlor is to transfer the property
in order to evade taxation. If, on the other hand, it is & revocable settle-
ment, then that presumption may legitimately be drawn. I, therefore,
suggest that a distinction should be drawn between revocable and irre-
vooable settlements, and that in the cass of a revocable gettlement the
income from the property in the hands of the settlor or disponer should
be taxed; but this should not be done in the case of an irrevocable settle-
ment.

Sir, the amendments proposed in clauses 20(a) and 80 of the Bill
regarding the supply of information to the Income-tax Department with
regard to transactions between an assessee and his clientele do not seeur
to me to be fully justified. Under these clauses, it is expected that infor-’
mation should be given with regard to the financial positions of all persons
with whom an individual assessee, or a bank, or a company has transac-
tions amounting to Rs. 200. Now, this lowering of the limit from Rs. 1,000
will be a source of great annoyance and trouble to many firms, companies
and individual assessees.

One of the most objectionable provisions of the Bill is to be found in
the amendment sought to bs made in section 22 of the Act by which the
submission of a return is to be made practically compulsory. The Select.
Committee has introduced slight modifications in the amendment, but
these modifications do not go far enough. It is argued on the Government
gide that such a system exists in England, but there could be no real
analogy between conditions in England and conditions in India in view
of the fact that, whereas in England 100 per cent. of the people are
literate, in India literacy is confined to only eleven per cent. There
is also another fact to be taken into consideration, namely, that the per-
centage of people who pay income-tax in India is much smaller than in
England. In view of these differences in the conditions of the two countries
I hope this proposal will be withdrawn and that the giving of notice will
be made compulsory, as it is at present. :

The clause providing for penalties seems to be in some cases very
drastio. I have no sympathy with the tax dodger. The Honourable the
Finance Member says that this 1ill has been stiffened up against the
dc:dger. So far that is & correct statement. T am in entire agreement
with him. But we should not forget the fact that the tendency of income-
tax administrators is to place the guilty and the innocent on the same
footing. Even in this Bill we find that there are provisions for the punish-
ment of innocent persons. For instance, a penalty of Rs. 25 is provided
for non-submission of a return, even when it is proved that the would-be
assopece has no taxable income. 8o, in this case, an innocent person is
sought to be punished. If tho Honourable the Finance Member is true
to himself, T hope he will withdraw this provision of this Bill.
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.. It is s mabter of great satisfaction to us that the Government have
agreed with the Qpposition to set up an independent tribunal of appeal
for all questions of fact and of law. [t is eminently desirsble that khe
pxecutive and the judicial functions with regard to income-tex adminisirs-
¢on should be completely separated. Even if this tribunal is set up, I
would urge that the first appeals in income-tax cases should not be heard
by Appellate Assistant Commissioners but by a separate class of judges
wh> may be called Income-tax Judges. The advantage of this will be that
'{Ap'u will inspire confidence in the general public and in the minde of the
axpaying community. I admit that the provision in the Bill relating to the
&ppointment of Appellate Assistant Commissioners is a slight improvement
on the present position, but this does not go far enough. These Appsllate
Assistant Commissioners will have to depend for their pay, promotion and
transfer on the good graces of the Central Board of Revenue which is the
final nuthority in matters of income-tax administration. I, thereore, sug-
gest that the first appeals in income-tax cases should be heard by Income.

tax Judges, who may be officers of the rank of District Judges, or Addi-
tional District Judges, or subordinate Judges.

- The clause relating to the entry of business premises by income-tax
officers has been slightly modified by the Select Committee. But the
sting has not been wholly taken away. The word ‘‘visit’’ has been sub-
stituted for the word ‘‘entry’’, but the spirit remains the same. This has
been regarded as a serious menace to the liberty and self-respect of asses-
sees or persons who are expected to possess taxable income.

"' Lnastly, I pass on to the question of double taxation relief. This ques-
tion can be viewed from two standpoints, namely, the standpoint of prin-
cipls and the standpoint of revenue. Considered from the first standpoint
tite Indian system is wrong, for it is generally recognised that in the matter
of relief from double taxation the priority of tax claim should be given
%o the country of origin. But even more important than the question of
principle is the question of revenue. During the 14 years 1923-24 to 1936-
817, the total amount given in relief of double taxation amounted to about
14} crores, and out of this total amount of relief nearly 13§ crores were
given to British companies. The amount of relief which was given
198637 was 1} crore. Now, this is a large amount for a poor country
likte India to sacrifice. Even if the deductions mentioned by the Hpnour-
sble. the Finance Member were made, the annual saving to the Indisa
treasury would be substantial. If this saving could be utilised for streng-
thening the financial resources of the Centre and for assisting the develop-
men$ of nation-building services in the provinces great good would arise
to the whole country. It may be noted in this connection that only two
oduntries in the Empire, namely, India and Australia, have so far agread
to give reciprocal relief to the United Kingdom. Indie is a dependent
¢ountry, and her consent is really the consent of the United Kingdom. 1s
it right, I ask, on the part of the British Government to saddle India
with » heavy item of expenditure not for her own benefit but for the
benefit of Britain? Besides, there is no real reciprocity in the arrange-
tients for the relief given in the two countries, for, wa find that the relief
ven by the United Kingdom is exceedingly emall compared to the relief

given by India to British companies. The gystem is thus extremely unfair
to India and cannot be justified on sny principle, legal or morel. Tt is
#igh time that it is stopped. '

in
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Mr. President (The Honourable Sir Abdur Rahim): Order, order. The
House has decided that we should rise at 4-80 during the Ramzan days.
The House will, therefore, stand adjourned till 11 o’clock on Saturday.

Mr, Muhammad Nauman (Patna and Chota Negpur cum Orissa:
Muhammadan): Sir, I wish to bring to your notice that 1 am asked by
the different parties to request you not to have meetings on Saturdays this
Session. There should be no sittings on Saturdays.

Mr, President (The Honourable Sir Abdur Rahim): Is that the desire
of the House?

The Honourable 8ir Nripendra Sircar: So long as I am not blamed for
not finishing the Selsct Committee meetings on Mr. Kazmi’s Bill by the
9th December, I have no objection to Members not sitting on any parti-
cular day. I am asked that the Belect Committee’s Report on  Mr.
Kazmi's Bill should be ready by the 9th December, and I cannot possibly
-do it, because, if the House is not sitting this Saturday, they will object
to have a meeting of the Select Committee as well. I presume reluctance
‘to attend the House extends to attending Select Committees.

Mr. President (The Honourable Bir Abdur Rehim): It is a matter for
those who are interested in Mr. Kazmi's Bill. If there is no meeting
tomorrow and the Select Committee cannot meet on Saturdays, the Select
Committee Report on Mr. Kazmi's Bill may not, as the Leader of the
House says, be firished by the 9th December.

The Honourable Sir Nripendra Sircar: What I gather from my Hon-
ourable colleague is that it is not likely to be finished by the 9th December,
even if we sit on Baturdays.

Mr, President (The Honourable Sir Abdur Rahim): If that is the posi-

tion, and the House desires that there should be no meeting next Saturday
or any other Baturday. . ...

The Honourable Sir James Grigg: Only this Saturday.

Mr. President (The Honourable 8ir Abdur Rahim): I will adjourn the
Assembly till next Monday.

The Assembly then adjourned till Eleven of the Clock on Monday, the
"21st November, 1938,
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