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LEGISLATIVE ASSEMBLY 

Thursday, 14th March, 1940. 

The Assembly met in the Assembly Chamber of the Council ~ ~ 
Eleven of the Clock, Mr. President (The Honourable Sir Abdur Rahim) in 
the Chair. 

MEMBER SWORN 

Syed Haider lInam, ~ . . (Nominated Non-Official) .. 

STARRED QUESTIONS AND ANSWERB. 

(a) ORAL AnWlllBS •. 

TRooPS USED OB BlIIQUIS1TIONBD IN CEBTA.IN PBoVINCBS. 

389. ·Slr S)'8d Kua.Ali: (a) In view of the exercise under the Govern-
ment of India Act, 1935, of ministerial functions by the Governors of the 
Central Provinces, the United Provinces, Bihar and Bombay, where the 
Provincial Assemblies have not met for se"Veral months, ~ the Defenc8 
Secretary be pleased to state the number of occasions when troops were 
used, or II requisition for troops was received but subsequently cancelled, 
by the civil 'power of the aforesaid Provinces during each of the period .. 
between: 

(i) July 14, 1937, and July 13, 1938, 
(ii)July 14, 1938, and July 13, 1989, 
(iii) ;November 4, 1939, and February 21, 1940-, and 
(iv) July 14, 1935, and July 13, 1986?, 

(b) What was the total number of the troops used. or requisitioned by 
the aforesaid civil power during each of the periods mentioned in pari 
(a) above? 

(e) If the figures for Imy particular period are noticeably 18l"ge or notice-
ably small, will the Defence Secretary be pleased to e%plain the cause of 
such inereaae or decrease? 

1Ir. o. M. G. Oaum: (a) and (b). I lay on the table a statement 
containing the required information. 

(e) Governm.ent are unable to suggest .. reason for mereueB and 
decreases. 

t 1309 ) 



1810 LBGI8LATIVB A88BIIBLY [14TH MAR. 1940 

STATEMENT. 

(a) &: (b). OcoaeiODS on which Troops were ~  by the Civil ~  
in the Provinces of Bom1Jey, Bihar aDd the United and Central Provmces. 

~ ___ ~I~ _____ ~ __ e _____ ~ ______ T_roo_'_P_S_mn_P_l_OY_ed ______ __ 

(i) 141A July 1937.Jo UIA July 1938 

Treoploalled out 

7·2.1938 U.P. Cawnpcre 1 armoured car patrol. 

8·3·1938 U.P. Allahabad 1 company, British Troops and 1 
company, Indian Troops. 

9/13.3.1938 U.P. Allahabad 1 company, Indian Troops. 

17/26·3.1938 U.P. Allahabad Detachments, Indian Troops. 

16/17.3.1938 U.P. .BeMree 1/2 company, British Troops • 

18/22-3.1938 U.P. Benares 2i companies, British Troops. 
18.3·1938 C.P. Jubbulpcre 1 company, British Troops and 1 

Regiment, Britillh Troops. 
1004.1938 Bihar Jamshedpur Detachment, Aulliliary Foroe 

(India). 

11/1'3-4.1938 . U.P. AUahabad • 1 company, British Troops. 

Troops stood to 
1/115.8.1937 U.P. I Cawnpcre 1 company, British Troops. (approximate). 

1/115.8·1937 U.P. LucknQw 1 company, British Troopl. (approximate). 4 companies, Indian TroGps. 
115.10.1937 C.P. Jllbbu1pore 1 company, British Troops. 
11/12.2.1938 . U.P. Cawnpore '. 1 company, British Troops. 
11/14.2·1938 • U.P. F,.zabad 1 company, Britiah Troops. 
D(2&.3.1938 U.P. Benares 1/2 company, Britisb Troops. 
8/13.3.1938 U.P. Meerut 1/2 company, British Troops. 

1 aquadran, Indian Troops. , 
14.4·1938 Bombay POOIIa 1 company, British Troops. 
17/18.4.1938 Bombay Bombay Detachment, British Troops. 
JI{23-4·1938 ~ . . LucJmow 4 cOmpauies, Bn"tish Troops • 
I 6120·1!· 1938 . U.P. I Cawnpcre Detachment, British Troops . 
• /5:7-1938 U.P. Cawnpcre Detachment, British Troope. 



8TABJUU) Qo-.&TION8 UD ,AJrBWBB8 1111 

~ .~ 1 ___ ~  __ . ~ ___ ~ ~ ~ I ~ __ _ 
("Y·f,.h Jvly 19&8 to 1&11& July· 19&9 

Troop. l1~ out 

~1 1 1 3  to 1- U. P. 
. 1-21939. 

!lI/7-2-1939 U. P. 

H/26-2-1939 U. P. 

'28·2-1939 to U.,P. 
3·3-1939. 

'2.3-1989 U. P. 

·f/23.3-1939 U. P. 

~ .3 1 3  U. P. 

"26/27.3·1939 U. P. 

3.6.1939 U. P. 

"23/29.6.1939 Bombay 

19/20.6.11139. U. f. 

16.7.1938 U.P. 

"21·8.1938 U.P. 

18.10.1938 Bihar 

H/15.n.1938. U. P. 

1 . ~1 3  U. P. 

!4.1·1939 

26/31.1.i939' 

U.P. 

tr.P. 

1.2·1939 U. P. 

n/ttl·!.1939 U.P. 

25.2·1ea9 to U. P. 
2.3·1939. 

~1 3.1 3  1 ~ . 

~ 7.3.1 3  C.P. 

.Tikraul (Saharan. ! oompaniea, Indian Troo.-. 
pur). 

B_ 

~  

Badaun 

Cawnpore 

B_ 

Cawnpore 

Benares 

. Luoknow 

.  \ Sholapur 

. Cawnpore 

TroopB Btood to 

1 company, Britillh Troops. 

1 oompany, BritiBh ~ . 

1 oompahy, Britillh Troo,pa. 

loompany. 

1 company, Briti.h ~ . 

Britillh Troop. (no detailil avail. 
able) . 

. 3 platoona, Britilh TroopB. 

3/4 Bn., BJitiBh Troop •• 

2 oompanies, British Troop •• 

Detachment, Brjtillh TroopB. 

Bareilly (for Pili. Detachment, BritiBh Troop •• 
bhit). 

Saharanpur (for 1 oOmpany, Indian Troops. 
Deoband). 

Dinapore 

Lucknow 

B_ 

Bareilly 

1 oompany, Britillh Troo.-. 
2 oompani8l, Britillh Troops. 

1 company, BritiBh'Troope.< . 

1 company, Britillh Troops. 

Debra Dun (for 2 eompani_, Indian Troops. 
l ~... • 

Agra (for Aligarh) 

Cawnpore 

Meerut 

Jubbulpore 

1 ~  Britillh Troopa. 

1 Bn., British TrOOpl. 

1/2 company, Briti.h Troop.. 
I 8quadroD, IJIdian Troops. 

DeUebment,· Ausiliazy 1'_ 
""'). 

t cOmpaniee, BritiIIh Troop.. 
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Date Province 

8.3·1939 U.P. 

31·3·1939 to U.P. 
3.4.1939. 

Place 

Cawnpore 

LucknoiW 

~ l  

1, ~  British Troops. 

1 company, British Troops. 

10/13.15·1939 Bihar Jamshedpur Detachment, Auxilia!y Foro.. 
(India). 

(iii) 4th' Notiefflber 1939 to 21st February 1940 

Troops call8d out 

11/12.12.1939 I C;p .. , · I Jubbulpore . h company,-Brit1airTroop's. 
Troops stood ~  

I 13.1~.1 3  I c. P. · I Jubbulpore · ! 1 company, British ~  

('tll 14116 July 1935 to !MIl July 1936 

Troops called out 

215·3.1936 .\ u. P. • 
24/215-4..1936. Bombay 

6/7.3.1936 '1 U.P. 
6/7.3.1936 .\ U.P. 

1/3.6.1936 . U.P. 

· I Agra . 
· 1 Poona 

12 companies, British Troops_ 
2 companies, British Troops., 

Troops stood to 

Fyzabad · I 1 company, British ~ 

Meerut .11 squadron, British Troops. 

Allahabad · No details available. 

Sir Sled Bua Ali: May I know from the Honourable Member whether 
he can say which is the period during which the heaviel!t calls were mad .. 
on the forces? 

~. O. M. Q. 0&Ovie: The statement is 8 very long.one, but I ehou1Al 
say that the heaviest call was in the period July 1987, to July 1938. . 

OI'FIOJDBS AND CLmms IN TIlE OJ'J'ICB OF THB ~  ApVISBB. 

t890. ·.awab Sablbada Sir S&ym Muhammed Mw Shah: Will the 
Honourable the Fina.Q.Oe Member bepl.eased to state: • 

(af the number of officers and clerical staR (separa,tely) in the oftice 
. of the Income·tax Adviser; 

~  of them are Muslims; 

(0). whether the orde!B l ~ to oommunal repl'2lentation haw 
been obaened lD recrwtlng the officers and staff in question' 
if ~  not; ~ 

" , 



, ~~ ~~  staff of the Income-tu ,Adviser.: .w.:f!.s ,shown in ~ l.  
returns furnished to lJ,le ,Home Department and if so, whetner 

, tha,t ~ . pointedou.t ~  ~ ~~ ~  of ~ ~~. ade-
qUIIil;dtif*eaentatlOD lib Mus1ima. aad.. ."..' " " 

(e) whether ...... cruitinent of the l ~ l st.aff was made through ~ 
Public Service Commission, and if not, why not? . ' 

'!he KODOUr&ble Sir Jeremy BllimID:- (a) There are lit present four 
dlicers and eight eletb.' , 

(b) Two clerks are Muslims. 
(c) Orders regarding communal ~  have been duly observecl 

in filling the clerical, posts. As regards o#icers ~  persons most suitable 
!for the work have been selected from'tlie':IncoJn'e-'td?Dep8rmeDtM of It he 
":aftOUS' provinces: Ni:r direct recruitment was made. ' 

(d) The office of the Income-tax Adviser came into existence ~  1989 
and will be shown in the returns which are to be sent to the Home 
Department during 1940. 

, , 

(e) The ~  of the clerical staff wI's ~  ~  through the 
Federal Public Servi(l8, Commission. ~ office of the Income-tax AdviSer 
is ~  to the Central Board of Revenue and as sucb is not governed 
by the Government bf India, Ministerial Establishment (Recruitment, 
'Promotion and Seniority) Rules. 

'Q.'BB][S m'TBB 'CbTa.u.' BOABD 011' BB'hI'K11B' LABOBA'l'OBY AT D1mD:. 
t891. ·.awlob Slhlblada Sir Sayad . l ~~~ ~  (8) Will the 

Honourable the f,illance Member be pleased t.o staM thif number of clerical 
staff employed in 'the Central Board of Revenue Laboratory at Delhi, and 
110", many of them ,are Muslims? 

(b) What additional staff (clerical and technical) has been recruited for 
.he Laboratory on, i£S traIHIfer from Lahore and how many Muslims have 
\)sen taken in the additional staff? 

The Honourable Sir Jeremy Baiamm: (a) The l ~ l strength ot ,the 
-Control Laboratory is six out of which two are, Muslims. 

(b) The following additional clerical and technical stat! bas been recruit-. 
4d for the Laboratory 011 its transfer from Labore: 

, Clerical--

Superintendent 

Upper I>ivision clefk 
Lower Division clerks 

Tee1anical-
I, 

IDatrument maker . 

Two Musllins ~  taken in the additional stat!, 

2 

t AMWer"." this qllllBtiDn J.id on the table, the ~ ~ .  
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OI'ftOilBS .A.PPoInBD TO TII1II CDTILAL BOABD 01' RBVBB1rB 8.VlOI: 01' 
CuKISTS. 

tan. -.&wab Sabib ..... Sir S&,.14 Kubamm'CI Kehr &hM: (8) Will 
the Honourable the Finance Member be l ~  to state. the number. of 
ofticers . appointed to the Central Board of Revenue 1 l ~ of ChemIsts. 
since 1984? 

(b) How many of them are MUllllms? . . .' .. ~  ...r 

(c) Do the orders relating to communal ~  apPly to this; 
Service? If Dot, why not? 

(d) What are the ~  ~ l qualifl.c8tiODs required of oandi-
dates for appointment to thlB ~  

fte BoDOu&blI Sir .Jezem,. .... ""M: It is presumed ~  the ~  
able Member refers to the Central Revenues Chemical Service, Class I; 

(a) Two. 
(b) Nil. 
(c) No Sir. As the posts are technical posts reqlUiI'ing special quali· 

ftoations they have been exempted from the application of communal 
rules. under paragraph 6 of the Home Department Bes61ution No. F. 
14/17.B.jSS-Establishments, dated the 4th July, 1984. -

(d) M.Sc. in Chemistry of an Indian University and special ~ l 1  
and experience in the Bubject for which recruitment is made. 

PBol>OOD Loo.-rION OJ' THB CoLD STOMGB DROT NlUB A BaKOOL IN TJiDI: 
RAWALPINDI CANTOlOlBNT: 

t89l. -Sulu Sut S1ilah: (a) Will the Defence Secretary please st"te if 
there is any proposal to grant Government land near Deny's High Sllhool, 
Rawalpindi Cantonment, for erecting a cold storage depot? If so, is the. 
Honourable Member aware that this storage will store meat including beef 
and bacon? 

(b) Is the Honourable Member aware that Deny's High School is aD 
old institution ~  instructions to all communities, Hindus, Sikhs and 
Muslims? If so, is he llWare that strong objections have been taken to the-
location of the cold-storage depot near this institution? 

(c) Has the Honourable Member received representations and memorials. 
against such a grant? 

(d) Why is the person who has applied for the grant of land allowed tc). 
~  the cold storage depot neBT the school in an area thickly populated by-

Indians? 

Mr. O ••• G. Ogilvie: (a) to (d). Such a proposal was received but wa& 
~  accepted. The remaining parts of the question do not, iherefore ... 

anse. 

ADMINISTRATION OJ' TBB DBLHI PBoVINOB. 

t891. -Dr. Sir ZiauddID .t.hmad: (a) Will the Honourable the Home-
Member please state whether Government have taken any practical action 
about the creation of a council for the administration of Delhi Province? 

t Allllwer to thia quutioll laid 011 the table, tlMl QaMtiouer being abRnt. 
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(b) Did' Govemment ever consider the ~ ~ of. ~  the ~
torial limits of Delhi Province by the incluslon of dlstrlcts from the PunJab 
and the U nitad Provinoea? 

(c) Was the attention of Government ever drawn t? the . ~  
arrangements now existing in the admiDistraliion of Delhi Provmce apJitting 
up the administration into ~  departments under the. charge of the 
members of the Exeoutive Council of the Government of h1dia? 

fte BoDo1Ir&ble Sir ~ ManeU: (a), (b) and (c). The reply is. 
in the negative. 

AoQUl8lTION OJ' SOXB LAND nAB TIIB KBBWlU. SALT 11mBS. 

f •• *DaD Jhbadur ShaU&:h l'ul-l-BIq Pfracha: ~  Will'th,'Honour-
able tlhe Finance Member l~  state whether the Northern India Salt 
Revenue Department acquired' Bottle land under Land Acquisition Act near 
Khewra Salt Mines belonging to zamindaTa of Pind Dadan Khan in 1926 or 
thereabout? If so, what was the object for which this land was acquired? 

(b) Did Government make use of this land for the object for which. itr 
was 8'Cquired? If so, how much area was used? 
(c) Is it a fact that this land is no longer required by the SnIt, Depart-

ment for the object for which it \Tas acquired' 

(d) If the answer to part (c) above be in the ~ . will Govern-
ment be pleased to state whether they are prepared to restore the land to 
its original owners? 

(e) Will Government be pleased to state whether the land acquired by 
Government under Land Acquisition Act has been given by them on long 
lease to a private company known as The Alkali &; Chemical Corporation of 
India Limited? If so, were the owners (If the land consulted before 
Government gave this land on lease to this company? 

(f) Was the Commissioner, Salt and Reyenue' Department, consulted 
about the giving of this land on lease to the company mentioned in part 
(e) above? If not, why not? 

'l'b.e JlOJlO1U&ble Sir leremy •• ",",Ift: (a) Yes: 112 acres of land belong-
ing to zamindars of Pind Dadan Khan were acquired in 1922 with the 
object of preventing the land being used in a manner deterimental to the 
safety of the neighbouring salt mines or of the water supply and 88Ilitary 
arrangements in the mines. Part of the land was also required for the 
development of the salt mining industry. 

(b) Yes. The exact details of the area actually used for various pur-
poses from time to time cannot be ascertained without undue expenditure 
and labour. . 

(c) No. 

(d) Does not arise. 

(e) Yes; part of the land has been leased to the Alkali lind Chemical 
Corporation of India for a peirod of 49 years. Government own the land 
and it was not necessary to consult the origins! owners. 
(f) Yea. 

t Anawer to thia question laid on the table, the qUeltioner being abient. 



1818 ~1 .  ASSBKBLY [14TH MAR. HMO 

UNBTARRED QUESTIONS AND ANSWERS. 

BULBS GenBNlNG THE TRANSI'EB OF SUPEBINTBNDENTS OF THE ()JJTicms 
OF THE DEPuTY DmBcroBS, Mn.rrABY LANDS AND CANTONJONTS. 

71. 8aw 8an\ 8ingh: <a> Will lihe Defence Secretary please state 
the rules governing the transfer of Superintendents of the offices of ~  
Deputy Directors, Military Lands and Cantonments,8s regards the perlod 
to be spent at one place? . . . ., .. , 
(b) Is ·there any bar against local residents ~ remain as ~ 

tendent? If not, do Government propose to re-examine the questlon to 
introduce a bar? 

Mr. O. M. G. Ogilvie: (a) All clerical establishments of tbe ~ of 
Deputy Directol"B, Military Lands and Cantonments, are liable to transflno, 
but the period to be spent at anyone place has not been fixed. 

(b) The answer to the first part is in the nega1live. As regards the 
eecond part, Government do not propose to introduce a bar. 

EnBNSES INOUBBED OY SALOONS, ETC., 01' MEJlBEBS OF THE EXBOUTlVlI 

CoUNCIL • 

. 79. ]lawvi ]luhammad Abdul Gba.nl: Will the Honourable the 
Finance Member plell3e lay on the table a statement in respect of the 
years 1937-38 and 1938-89, showing : 

( a) the expenses incurred on saloons and reserved carriages for the 
Honourable Members of the Executive Council of the Gov-
ernor General; 

(b) the amount spent over motor haulage for them; and 
(c) other tr8'Velling expenses for them? 

The Honourable Sir ;Jeremy Batsman: A statement is laid on the table: 

(/I) Expenses incurred on saloons and reserved 
carriages for Honourable lIembel"ll oftbe 
Executive Council of the Governor-
General: 

(t) Tour expenses 

(tt) Intel'8llt, repail"ll, maintenance, and 
depreciation charI!"" 

(bJ Other travelling eZpeDlle8-

(t) Voted 

(tt) -Non.voted 

Grand Total 

1937-38 

Rs. 

29,535 

1,01,190 

3,808 

1,107 

4,915 

1,06,1011 

1938-39 

Re. 

62,112'" 

311,47'7 

98,006 

4,658 

999 

5,657 

1,03,663 

-Includes t.ht" cost of motor haulage. The collection of sep8l"llte figures of at 
OI! thpt .('count w.ould iD\·ol\"e_ a,., expenditure of time and labour not commensurate 
WIth the results hkely to be aClneved. f 



THE AGRICULTURAL ~  CESf? BILL. 

Sir ·Glrja lRIank., Bajpai (Secretary, Department of Edllcation, . Health 
and Lands): Sfr, I move: ' . 

. "That Khan Sahib ~  Abdul Hamid be appointed to ~ Select CQlDmitt.ee on 
the Bill to make better financial provision· for the I ~ l Council of l~ l 
Besearch in place of Khan Bahadur Sir Abdul Hamid"· . 

This, Sir, is an amendment designed to correct an error in t.h/l ori8ina1 
aDIlouneeDlent of the panel. .... ' 

]If. 1IreIIi4W (The Honourable Sir Abdur'Rahim): Motion moved: ". 
"That Khan SallSb Shaikh Abdul Hamid be appointed to tbe Select CominIttt.e 

OIl Ut. Bill. to make better financial proviaion· for the Imperial Council of Alricultural 
Beaearch in place of K:han Babadnr Sir Abdnl. Hamid." . 

The motion was adopted. 

'T'RE· EXCESS PROFITS TAX BILL-contd. 

Mr. PreIIident (The Honourable 8ir'abilur .l ~  The House will 'now 
resume, consideration of the Select Committee's Report on the Excel!l 
Profits Tax Bill. 

Kaulvi Muhammad Abdul GbaDi (Tirhut Division: Muhammadan): 
Sir, the other: day I was speaking on this lubieMj' but for want of a 
quorum I had to stop. I was submitting to the House that some care 
should be taken when preparing the Budget. I find that money is hoarded 
everywhere. The Finance Member said that at the suggestion of the 
P!lblic Accounts Committee the probable savings have to be shown under 
some other heads, but I think he referred to the probable lump cut. Over 
and above the lump cut, I find the probable ~. However, I lea.e the 
matter here. :. 

Now, Sir, I want to point out that a reference to the ordinary accounts 
will reveal to you that in some of the Departments t,he saving amounted 
to 47.78 per cent. in 1938-39 as against 33.59 in 193'7-88. This shQwS that 
some more oare is required in framing the BU'dget. My object· ~  men-
tioning this point here is that if proper care is taken, then there will hardly 
be any deficit in the budget which has now been provide.d for, and there 
would have been no necessity for introducing this harsh measure of taxa-
tion. There is one thing I want to suggest to.the House, and it is t,his. 
There was one transmigrating legislation after the Finance Bill, and now 
another addition is going to be made in the shape of the Excess Profits 

. Bill. This legislation will also have to be carried on from year to year, 
but it should not be d.>ne. 'rhe better course will be to keep in force 8S 
long as the war is· on or to keep in force even a little after the war is over, 
and when. the necessity for increased expenditure is over , there will be no 
need for a measure of this kind. Another thing is, no consideration ha8 
been paid in this legislation to provide for cases in which there is actually 

~ . The tax is going to be levied I ~  cn items which are.to be 
regard.ed as profit on account of fluctuation in exchange rates. Owmg to 
the flnctuation in exchange rates, ~ profit it?- 1I0me.caees. is ~  ,as 

( 131'7 ) 
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[Maulvi Muhammad Abdul Ghani.] 
accrued profit, although it has not actually accroed h., SimilKly r 
profits made today on accOlmt of the fluctuation in exchange ~  actually 
be realised at a time when the exchange rate goes down, and In such cases 
the assessees shall be put to ~ l~ for no fanl:t .of ~. I 
hope the Finance Member will see to It and sUltable prOVIsIon will -
made to provide for all such cases. 

Dr. Sir Zlauddin Ahmad (United Provintes Southern l ~ 
Muhammadan Rural): Sir, I must first record my protest for holding the 
meetings of the . Select Coinmittee at a time when the Aasembljt S8IllBion 
was going on and we were discussing matters in which I was vitally inter-
ested. That prevented me from attending the meetings of the St'lect 
Committee. I must also reoord my protest for holding the meetings. of 
the Select Committee when non-official Resolutions were being distnJased. 
but when official Bills were taken up they never held any meetings 
of the Select Committee. I think this kind of discrimination against 
official Resolutions is not very desirable .... 

The Bonoarable Sir J ... ., JI.&t&man (Finance Member): On a 'point of 
fact, I think the Honourable. Member made a mis-statement. The pro-
ceedings of the Select Committee, unfortunately, had to go on both during 
official business and also during non-official business. 

.f., 

Dr. Sir Zlauddin Ahmad: But when the official Bills were discussed 
they had no meeting. hyway, the point is, I was absent from t.hose 
meetings of the Select Committee and could not take part there on account 
of my presence in the House, and, therefore. I have a right to introduce 
some of the questions on the floor of the House and move the necessary 
amendments . . . . 

lIIr. Akhil Ohandra Datta (Chittagong and Rajshahi ~ ~ 
Muhammadan Rural): Everybody has that right. 

Dr. Sir Ziauddin Ahmad: But I have a stronger reason for doing so. 
People are divided into three classes, the poor, the middle class and the 
rich. Now there are two sub-divisions in each class. As regards the poor, 
you place them under two classes, those who are beggars and have nothing 
to live upon and those who make the two ends meet. Then comes the 
middle class, and among them also there are two claBBes, called the upper 
and the lower middle class. Eliimilarly the rich people can also be divide. 
into two classel'l, one is of those who are rolling in wealth and the other 
is of those on whom the wealth is rolling. And we know, as every ma.the-
matician knows, that the two extremes always meet together. If you go 
to the positive side and 81so on the negative side to infinite length, they 
always meet, and, therefore, there is not much differenCtl between a beggar 
of the lower ranks of the poorer class and the people on whom wealth is 
rolling, and whom I would call poor orphans. 

As we have often been referring to the British Act here, I may mentioll 
that Prof. Keynes has definitely proposed-and he is also supported by a 
VeJ:Y large number of people in his view,-that the Excess Profits Tax 
should be 60 per cent. and the remaining 40 per cent. should be taken as a 
loan without interest and should bt'! kept with the Government, and the 



amount may be utilised at the time of any eDIel'gebcy that may arise after 
the .~.  I lay this suggestion before my friend, Sir Homi Mody, BI-
he baa' been quoting so often the practice and theories of British Actl. 
So following the proverb which he and Mr. Chambers have used 80 often-
compare like with like. . . . . . . 

Sir B. P. lIody (Bombay Millowners' Asaociation: Indian ~ 
In that case there will be nobody to compare you with . 

. Dr. sir Zl&uddJD AhmId:A 00 per cent. ~ l  tax should be ~ 
posed and also a compulwry loan of the remaining 40 per cent. should' IDe· 
raised, and this will be a fair comparison of like with like. 

Now, ~  I lDay auut's our business frierids through my friend, Sit-
Hami Mody, that I have read every line which has been sent to me, and 
I have noted down my opinion. I have before me the opinion of the 
FedeJi&tion of the Chamber of Commerce on this measure, and I suppose 
it was written after the Select Committee bad reported, it is dated the' 
11th March, 1940, and so the Select Cormnittee's Report was out then. 
I think I must draw attention to one paragraph which is an exceedingly 
good one, and my ~  the ~  Member and the Finanoe Kem-· 
ljer, should take a special note of it so that they may follow it,-that 8 
('onvention should be established under which all interests which are likek-
to be affected vitally under the provisions of such Bills should be given an 
opportunity to appear before the Select Committee for lubmitting their 
points of view with regard to the probable effect of such measures on thoae-
interests. This is really a very sound suggestion. We adopted this 
principle in the case of the Ottawa Agreement in 1981, and I wish that,. 
principle had been adopted in a large number of taxation measures, because •. 
unfortunately. the people who are not in the trade do not undetlltand the 
significance of the measures adopted here. It is only businessmen who 
understand them. }'or example, I shall quote one instance. I shall not 
quote your ruling. Sir, but I shall quote some facts. A simple amend-
ment was adopted to include the years 1988 and 1987 in the list of option, 
and to a layman like myaelf it looked to be a very innocent amendment, 
but I discovered that the announcement in the Radio of the adoption of 
that particular amendment cost certe.in merchants a large amount by way 
of speculation, because as soon as this fact became public property, it 
stopped speculation. The friends of the members of the Select Committee 
were debarred from making money. I feel the Radio has done a very 
great service in this matter. I shall not say anything about. your ruling. 
but it is a matter for the Select Committee to con'9i:der what steps they 
should take in future to reveal or keep secret this decisions. My view is 
that the members of the Select Committee should be debarred from dis-
closing the proceedings of the Select Committee even to their friends and' 
advisers and there is no reason why the friends of the Members who are-
outside should derive any monetary benefit from the proceedings of tha 
Select Committee which are always confidential. 

Then I come to the next point, and it is thiB. that the whole of thiS" 
Bill should be reviewed on the occasion of the Finance Bill. This is a 
very sound suggestion and it is a very great improvement. If 8uch thillga 
are reviewed from year to year, it wiU be a great laelp to the Legislat1l1'8 so 
th&t the other Members of the House will be able to expreaa their opiniona 
about such thingtl. 
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Next 1 come to the preamble. It. is said here that as soon as. the war 

.ends tbenthe Excess Profits Tax' Bill ceases to operate. I ~ 'any-
"thing of this kind is an impossibility. You can only say I ~~ . l  
operate when the Legislature meets. After the cessation of hostIhtles, 
suppose the Legislature does not meet and the war l ~l  ~  there-
tore, the suggestion l'Orttained here doell ~ appear to be -teasonable. 

Then I come to the next suggestion at .page 4-return of capital in 
itself is not an income or profit. I quite ~~  if ~l I  
<capital, 'then certainly it cannot be taxed; but if any amount" that has 
already been taxed is kept in deposit and Bubsequently released, it should 
not be taxed twice over. This I quite understand but if you keep a certain 
amount in a certain fund under the name of depl'eciRtil)D dr under any other 
name and do not pay income-tax on it, and if it is later on transferred to 
some capital fund, tax will. be charged onreleaBe. Therefore, income-tax 
should not be ~  only on that portion on which income-tax was already 
paid but if it comes to capital, then income-tax ought to be cha.rged. 

I come now to the next suggestion. 

Mr. II.S. Aney (Berar: Non-Muhammadan): May I point out, Sir, that 
-the Honourable Member purports to read out· from some document which 
js not before the House? . . 

Dr. Sir Zlaaddin AJuna4: I am expressing my oWn opinion. I do not 
eare what these people are saying. . 

JIr ••• S. Aney: Then do not refer to the document. 

Mr. PreBident (The Honourable Sir Abdur Rahim): The Chair ~  
thE: Honourable Member is reading out passages from the document to show 
what objections have been taken and he is going to reply to them . 

. ~ Sir Ziauddin Ahmad: I want to reply to the points raised in this 
·d.)cument. The other point which I should like to reply is this. Special 
claim.s of ~  or .new ~  with B view to ~  the starting of 
.new mdustries particularly durmg the present condltlon when it would not 

';be possible for Bome westem countries to manufacture and continue to 
export their products to India. This point has already been taken up and 
wo had a good announcement on the floor of the House when Mr. Chapman-
Mortimer moved his motion. 

The other point which I should like to emphasize is this. I understimd 
the Honourable the Commerce Member has already taken action to organize 
Board or Comnlittee of IndustriaIists and of scientists for the rapid develo.{l-
ment Rnd promotion of industries. That is a very good ~ . I 
hope action will be token' by the Government at once. I should like to ask 
on the floor of the House and I hope ·some Member representing the 
.Chamber of Commerce will care to follow it up. Will you agree to follow 
the practice that is now being adopted in connection with railways in 
Frmce. that .is, the railways depositing a certain amount by which .the 
losses'of other railways are paid up? AYe you prepared to deposit 8 certain 
.:amOUIlt b,.. which the losses of other industries might be made up? You 
:are not prepared to do it. but you ask the other taxpayers to make good the 



Josses that are being made. I hope busineaamen will create a special fund 
for this purpose and not, trouble the .general taxpayer to undertake the-
whole trouble ..... 

Mr. PrIlideDt (The Honourable Sir Abdur R9.hlm): The Ohair :thinks 
t:he Honourable Member is devoting, too 'much attention to some other 
doeument. He had betteroow devote: his whole attention to the Bill ,before 
the House. 

Dr. Sir Zlauddin .Ailma4: WDat 1 want- to express is merely this. The 
efforts of businessmen and other persons who are interested are not .lto· 
gether lost. Any document that is sent to us or to the Government is care-
fully examined and informing my OWn opinion, I pay dUe consideration to 
all the opinions expressed by these persObs who are affected by our 
measures. ' . . 

. , 
The main points which we have to deal in this Bill are fourornve. What 

. should be the limit of exemption? Rs. 80,600 or more? In the original 
BilI it was Rs. 20,000 and the Select ComnJittee extended it to Rs. 80,000. 
l. ~  are several amendments to the effect that 'it should be raised L!.iJl 
further. This is the first point. The second point is what should be the 
quantum of taxation, 50 per cent., more or less. The third point is what is 
the definition of excess profits which you are taxing, that is, whether you 
will have statutory percentage or whether you should calculat'.P. the excess 
by taking a particular year or a group of years to be the standard year and, 
afterwards, calculate it. There are also certain other minor suggestions 
which we have to consider in connection with this point, whether relief 
should not be given to nascent industries and whether relief should not be-
given to foreign profits which cannot be brought in on account of restrictions 
undu which any money beyond a certain sum is not allowed to be taken 
out, and also the difficulties in exchange 'Variation. Supposing the profit 
in rupees is something like Rs. 2,000 and when the amount is brought to 
India, on account of exchange fluctuation it may be reduced to Rs. r,ooo. 
The other point is what is the capital on which the standard profit should 
be calculated? That is one of the points which we will have to discuss. 

Now, I will take up the question whether it should, be 50 per cent. or-
less. I think there was a suggestion made by some Member of the Com-
mittee that the percentage should be a graded one from 35 to 60 per cent., 
or some other limit. 

Sir B. P. JIody: I suggested 85. Nobody suggested DlOn!. 

Sh Byed JI.ua.All (Cities of the United Provinces: Muhammadan 
Urban): Somebody did suggest a graduated seale !rom 3li toM per cent. 

Dr. Bir Ziauddin Ahmad: This was suggeBt-ed. I did not 'want to support 
without l ~ the effect of this graded C14t. ~ is now too late in ~  

~ to introduce this graded cut on the 1I00r of th18 House on the occasion 
of the discussion of the Bill. I would have very much liked to study the 
problem in the Select Committee 1md the opportunity been given to us as 
to what eHect it would have .on the general ~ . That is a poi.nt which 
sbould be considered later, next yellr, when we work out this particular-
thing. I think it is mhe!' too late to intl:oduce the system of graduated tax-. 
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;d we'have done in the cue ohhe ordinary income-tax. I hope-the :IDepart-
Jaent will consider this point and see what would be the effect on the calou-
lation if this graduated scale is introduced. I know that this graduated 
18CS1e is introduced only in one l ~ . . In .othQrcounmes.it is a-
UnUorm scale. Therefore, on this occasion, I would rather support a uniform 
1axstipn and a taxation of about 50 per cent. which is l68s than the tax iu 
l.he United Kingdom by ten per ~. This'point ought to b& considered. 

'fhe other point is whether the limit should not be raised from 30,000 
i.o ,86,000 or 40,000. This question is really miler-mixed with many other 
'suggestions because, after all, you cannot have a huge cut in this Bill. It 
-would mean taxation elsewhere. I mean you can only have a cut within 
'(lE:rtain limits. My own opinion is that I should ,be allowed to have all 
-tuese minor concessions which are lIet out her& which will not exceed more 
-t han 50 lakhs in the aggregate provided you may a8l"8e to remove the option 
:given by the Select Committee, that is 38-39. That is really a big morsel 
.. :m Rccount of which we are losin,g two crores per annum. 

The next point which h88 not been taken up by this Bill and which I 
llad no opportunity to discuss in detail on account. of ,my absence. But I 
had discussed. it on the occBBion of the introduction of the Bill. I am 
~  to the case of the protected industries. The case of protected 

:industries is entirely a class by themselves. You cannot include them along 
with other industries. I have tabled an amendment and I do' not know 
whether I will be allowed to discuss it on the' floor of the House. I will 
.dilolcuss now the general principles governing that amendment. 

'rhe other day the Honourable the Commerce Member put forward 
·two alternative schemes, whether we should have a permanent tariff board 
.-or an ad hoc committee. He said if we had a permanent tariff board and 
'if it is allowed to interfere in the worki.ngs of the industry year after year, 
,that will dislocate the industry a great deal. 

Mr. Preeldent (The Honourable Sir Abdur Rahim): Has that got any. 
':thing to do with this Bill? 

Dr. Sir Ziauddin Ah!Dad: I may make this suggestion for t.he considera-
tioIl of the Government. . 

Mr. President (The Honourable Sir Abdur Rahim): The Chair does not 
think the Honourable Member ought to introduce all sorts of subjects. 

Dr. Sir ZiauddiD. .Ahmad: This is conneated with the Bill beeauee it will 
affect the definition of standard profit. ' 

Mr. Prelident (The Honourable Sir AbdiJr Rahim): Not the 'establish-
-ment of the Tariff Buurd. The Honourable Member had better address· 
. himself to the Bill. 

Dr.Sir_Ziauddin .Ahmad: Then I will make ~  sugg08tions on the 
·-occasion of the discussion of the Finance Bill later on. 

One point is that in the case of protected articles their standard profit 
'-is the profit fixed by the Tariff Boani and anything over and abevei.hat 
~ l  be deemed. to be excess profits which should be· t.ued. And we 
lInow that they are earning more profits than was fixed by the Tariff Board. 
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}t'or example, take the cuse of 'I'atas. They seU ~ iron at Re. 86 " ton to 
the outside world and at Rs. 65 a ton to the I.ndian industrialists. So when 
they are charging more in the home market than -from foreigners they do 
Dot need protection. On the other hand they need an export duty to keep 
tbe export price on the same level as the import price. We have giV8ID. 
proteetion to Tata's to encourage our smaller industries and not to starve 
them at the expense of foreign industries. Again, take billets which they 
!Sell at Rs. 47 per ton to England and Rs. 65 .... 

1Ir ••. S • .&Dey: How is the question of protection to Indian industries 
relevant to this Bill? 

JIr. PreIldent (The Honourable Sir Abdur Rahim): TQe Chair thinks 
the Honourable Member is rather straying a little too far from the Bill. 

Dr. Sir ZlauddiD Ahmad: I want to show that these people are making 
:lP'eater profits than the TariflBoard allowed them and these profits should 
Ibe taxed. 

'lir. President (The Honou:-able Sir Abdur Rahim): Of course, the Hon-
~ l . l  Member can urge that what he considers excess profits should be 
tned, but he cannot discuss the policy of protection now. 

Dr. Sir Zlauddbl Ahmad: I am not advocating the withdrawal of pro-
tection but I am stressing the point that they Ilre making very huge profits 
,",'hich must be taken into account. In the wire and nail industry we find the 
same thing. They have raised the price so that they do not fulfil their 
o(Ibligations which they had undertaken in 1938, and they are now entering 
int-o new contracts at higher prices which is very unfair. So I urge that the 
Commerce Member must have BOme machinery to calculate the profits of 
!Iatas and aJao the profits over and ab()ve what was allowed by the Tariff 
iklsrd. This is a point which I will urge on the amendments that you must 
make a difference between ordinary aud protected industries. Take textiles. 
ill. simple arithmetical calculation shows that we the consumers are putting 
30 Cr0r8S per. annum into the pockets of the textile industry. On account 
of the heavy duty imposed on it the price has gone up by one anna per 
yard and as the cotton mills are producing 4.8 billion yards per allnum it 
oComes to 4.8 billion annas, which means 30 crores. Therefore, these two 
industries make enormous profits. They earn crores of rupees and spend 
large ·sums of money iu propaganda which no one can stand against. They 
ure 'protected at the expense of the consumers and they are being given 
two crores uuder the new provi!lion adopted hy the Se!ect Committee. 

I now come to the new amendment with regard to the consideration 
or profits of 1938-39. From the figures I have given it will be clear that if 
·we include the option of 38 and 89 the two industries to be benefited will 
\te cotton and iron and steel; and these are the two industries which are run 
at the expense of. the consumers on Reeount' of the hIgh tariff wall. So 
-they should be excluded from this option and we shQUld apply an interest 
·of six per cent. as allowed by the Tariff Board. In the case of cotton mills, 
if 100 be taken as profit in the boom veai' of 1928. It was 89 in 1935, 00 
in 1986, 188 in 1937, 253 in 1938, Si;, the original proposal was that you 
can combine 1987 and 1986 so that it will come,to about 100 which is fair 
and just. The Select Committee now combine 258 with 138 and the effect 
will be that your standard is raised to 195, about double of what they had 
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in the boom year of 1928. So I ask any fair-minded person who does Dot 
~  through the spectacles of Sir ~ Mody and personal profit whether it 
is fair that these industries, whom we are protecting and giving 30 crores 
every year at the expense of the consumers of India, should be given this 
additional advantage. I ask you to be fair to the consumers of India and 
not be influenced by millionaires .. If any Industry gets this advantll.ge 
not at the expense of consumers or by means of a high protective wall, it is 
their luck and they get it through their wisdom and they shoul<\, get ,.that 
benefit. But these industries get it not by wisdom but by propaganda' and 
j;he influence which they have over the Commerce Member and the Finance 
::\iember. If you will give me the permission, Sir, I would like:iO' read: one 
passage. " . 

JIr. PleBideDt (The Honourable Sir Abdur Rahim): The Honourable 
Member need not go back and. read his own speeches. 

Dr. Sir Ziauddin AhDuI4: I told him then that he talks very little on 
the fioor of the House-all his speeches are behind the curtain. I say 
again that if anybody wins this profit by virtue of his own skill or wisdom. 
be can take it: but if you derive· that profit .by exercising some UiIldue in-
:f1uence over the Members of the Treasury Benches and by means of propa-
ganda in press and otherwise which you can afford to do because you get 30 
crores every year, then I do not ~  it is fair that this money -should be 
pocketed entirely by you and the State should not get a fair and reasonable 
share of this amount. 

Continuing the figures I "Was giving, I take the case of Iron and Steel. 
Taking the profit to be 100 in the boom year 1929: we find that in ~ year 
1937 it was 209 and in 1988 it rose to 311: so that really we are giving 
them a standard profit of about 250 or 2. times the profit which they had 
in the boom year. It is not, therefore, reasonable to make this particular 
allowance. We ought to be fair and just in giving these concessions to 
protected industries. We ought to give them what the Tariff Board allowed 
them, but we ought not to increase their profits by immaginary figures. . ~ 

Sir Syed ~ AU: Are these figures relating to the textile industry? 

Dr. Sir Zlauddin Ahmad: They are about iron and steel. I have the. 
latest Investors' Year Book here which gives reliable figures. Here are 
the profits which some of these textile mills have made. In the case of one 
mill, the Madura Mills Company Ltd., in ~  year 1929 they gave 25 per-
cent., then 10 per cent., then 10 per cent. and so on. The Muir Mills gave 
55 per cent. in 1929, 50 per cent. in 1930, 40 per cent. in 1931, 40 per-
eent. in 1982, 85 per cent. in 1988, 40 per cent. in 1984, 22 per celit. in 
1937 and 25 in 1988. And yet they have been clamouring all the time that 
the:}' need protection. Do they want this protection for the industry or-
for giving hage dividends to shareholders? I want a plain answer to thi& 
question. If they want to protect the shareholders and give them higIl 
dividends, then I can understand what the Government is doing: you can 
go on giving 30 crores per .annum to these poor orphans. I am aecustomei 
to give cbarity to the poor and I am willing to give 30 crares to theae poor 
oIphans also. But if they say they want it to protect the industry, then I 
B8Y they are wrong. They are accUstomed to·give sueb large suma of 1ll0lle1 
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to the shareholders and keep nothing in reserve; and when ~ bad f,Rne 
~ ~  ,they come up with a cry for protection against this thing and th,at 

thing. ''1 Say .t all this propaganda to boycott British ~  is instigated 
by'the millowners: it cuts both ways: they get tlleir 80 erores per annum 
from the poor consumers of India, and at the same time they' kill the cottage 
industries. I am strongly in favour of protection of. Indian industries but I 
nnvnot in favour of protection of sugarcane growers and investors and share-, 
holders of these companies. I.am not going to protect them. Tbey should 
have their profit up to eight per cent.-though I think even six per cent, 
is good enough-but not the profits on the astronomical scale which I ha.ve 
just mentioned from this year book .•. 

An Honourable Kember: Now coming to the Bill. 

Dr. Sir Ziauddln Ahmad: I am discussing the ~ ~~ of Dissent which [ 
have added here and I am enlarging on it. .. 

Bhal Parma BADd (West Punjab: Non-Muhammadan): May I uk' one 
question? What is this amount of 80 crores? I. it 8".gift, by the OODSUJIJers 
or does it inc!ude the price of cloth, etc.? 

Dr. SirZiauclcliD.AhJpd: It is a gift by the consumers as I shall explain. 
If protection had not been given the consumers would have had tQ pay a 
certain price. On account of this protection of 50 per cent. and 85 ,per cent., 
the price we are now paying is an additional minimum of one anna per 
~ . I consulted several persons who know this subject very well; and 
tLey say that it comes to i anna on certain articles, 1 anna on others, U 
spnas on certain others-but the average is a minimum of one 800& a yard, 
and t.aking the manufactures at 4'8 billion yards, it works out at this rate 
to 30 crores.··" ' 

Coming noW to the minor points, we want relief in certain matters 
which we will discuss in greater cietBillater on; but I would like to emphasise 
that by the amendments 'made in Select Committee we, have given a very 
big morsel of about li crores-It will probably be two crores or more--to 
these two industries which are really protected industries which are not 
(\ntitled to get this concession; I know that the House is very much influ-
enced by the capitalists and I have very little chance of being heard; but 
sooner or later the time will come when the poor taxpayers will have !!ome 
\-oice' in' matters of taxation. At present they 'line 'DO ~  whatever. 
Policy is controlled entirely by the capitalist,s in the country; but the time 
will come soon when the poor taxpayers and poor consumers will also have 
smile voice and ,they will then raise a very strong protest. 'With these ~~  
I resume' my seat. "', ' , 

. Sir B. P. JIody: Mr. President, when this Bill came up before the 
As$eDlbly on the motion for reference to Select Commntee.,:l 8upported 
the motion. because I felt that if it were \brown Ollt, it would beeert.i-
iied., and if that happened an irreparable injury would be done to the 
trade· and inquiltry, of the country. I expressed my confidence that in the 
&lect Committee ,the Bill could be altered very colllliderably 80 that t.he 
-bklw ,might be softened tp the taxpayer. and the, repOlt which we are now 
"COIlSidering is, if I may say so,a more or l II ~  justification of 
the ~ . . ll  whieh, in common with other friends I took on that occasion. 
It, i"'a,s '.. '\'ery· :weighty Committee,' and an acute obaerver in the Pl'888 

• 
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~ . p. Mody.] . ' ,. , 
Gullery COIDDlented upon Its much ll ~  ~ . iut 0.£ 8 total 
d 14 Members. there were as many as elght Knights aud oDly su: gentle-
men. . (Laughter. ) 

We began rather badly. but very soon the sweet reasonableness which 
the non-official Members of the Committee showed nlelted the hard 
hearts of the Honourable the Finance Member and his official Colleagues. 
The'I'esult is the report which we are now considering. I do not know 
how' exactly to estimate the gains which have been secured in the Select 
Committee. I have not got the mathematical .~  God for 
that.-of my Honourable friend. Dr. Ziauddin Ahmad ..... 

Dr. Sir Zlauddin Ahmad: But you have got the ~ he!ld all right . 
.  . " ...... 

Sir B. P. Kody: .... but he seems to think that we have secured 
something like 21 crores. .  .  .  . 
: .. ~ 1 I, .. ~. . .:. 1. :·:c 

"BI. 8iJ Ziallddia All.ad: Or Ii crores minimum? (After a. pause.) 
Yes. 21 crores. very likl"ly. 

'SIr·:E. P. J(ody: You can take whichever you like: I ~  '.8. gtel!ot 
regl!ord for my Honourable friend. I am free to admit that when it comes 
to a question of calculation of decimal points he can be relied upon for--
being I!occurate' and mathematical. but when it "omes to a question of 

l l l ~ ?f lakhs and orores he is apt to be metaphysical. and I have 
often notiQed ~  he handles his zeros rather carelessly. My Honourable 
£fiend said j'ust now t'hat there were only three classes of people in this 
cotintri.-the rich, the poor and the middle class. It bas come as a great 
surprise to me. I thought in the world inhabited by my Honourable 
friend there was only One class. and that WIj,8 the consumer, and I would 
have been greatly disappointed if in his Ol'l!otionthis morning he hl!od 
missed ~  the consumer for whom he hl!os always been standing up. If I 
maY,5&Y so, my Honourable' friend is himself I!o first class specimen of I!o 
consumer. I WI!oS saying thl!ot no reliance can be placed whatsoever upon 
the figures produced by my Honourable friend with regard to the extent 
of relief. which we hl!ove obtl!oined. ' 

Dr. Sir ztaaddID AbIDad (interrupting from a Front Bench seat): I 
would like to have the official opinion whether these figures !!ore eorre"" or 
nM. " 

JIr. Prealden\ (The Honourable Sir Abdur Rahim): The Honourable 
Member ought to be in his Beat if he wl!onts to intervene. . 

"'SIr B. P. JIo4'f!It is ~ l  true thl!ot we have obtained more or 
lest ~ l concessions·, but I am not· going to be /10 very eftuaive as 
my Honourable frfet\d, the LeI!oder of the European Group. My friend 
seemed ~  ,"Rise upon eve1'ything; it is the only thing I!o Sootsmat1 
gives away ftoe&! .:s:t'J leefns ,to ~ liked the standard period, the pel'-
cent., ,al1d l ~ I  ~ wtaote Btn. What I would like to say 'to ~ 
"HdMUNhle fiiel'ld is·· that he iB one of those people who ml!o,. he regtmled 
_IrOn\eWhat prematUrely t'eMOnable. The moment anything iii thrOWn .t 
him' he tluliheB fo'l'WlRd "Mlly to embrace it. And I must ten hUtt that. 

" 
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while 1 am no less appreciative of the accommodating spirit aAoWD. by 
my -HoDOU1'&ble friend, the Finance Member, I certainly wO\lld not like to 
go the .length of ~  that from the Select ~ll  has emerged a 
Bill whWh could not be improved upon, and which will do justice to every 
taxpayer. My Honouable friend really takes almost & ehilci's deliiht in 
little toys and trifles and while it may be that some of the toys in the Select 
Committee were Of,a somewhat subst&ntial character, on the whole I should 
like to dispel any notion which my Honourable friend. OD. the Treuury 
Benches may have formed from the speech of Mr. Aikman that we are 
entirely pleased and satisfied. If you want' to know what is the real 
reaction of the industrial and commercial classes towards this Bill, I would 
sa)' that they do not like this imposition at all. And 1 do not think that 
they can be blamed for' not liking taxation of this character. No normally 
minded person likes taxation, and if my Honourable friend, the Finance 
Member. and those behind him on the Treasury Benches say that they 
do, all'l can say is that they need to consult a specialist. So, with that· 
reservation that no man likes to be taxed if he cr.n help it,' I would say 
that the commercial and industrial clasBeswould not have objected to 
taxation .of war profits if two conditions had been satisfied. It must be 
admitted that it is very hard upon commercial and industrial lnteresta 
that verv early on iIi the course of the war this measure should have been 
brougJtt • ip. 'If time" had been given for consolidation of theirpoailii()n, 
then it would have been' perfectly equitable to share with the State the 
profits which accrued directly as a result of the war. And here, I want 
again to emphasise that trade and industry in this country haTe to en· 
counter many handicaps. They have to face difficulties of finance, among 
other things, 'and if it is the fact that today some industriea and ~  
are in a flourishing condition, it is 'not because they have received any 
special encouragement or protection, 'but because in coune of time they 
have been able t() consolidate themselves. The other condition is that 
it is war profits which are really being: taxed. I do grant that many 
improvements which were made in the Select ('ommittee, pRrtieular!v the 
grant, of an additional optional period which I regard aa of very consi· 
derable value. But I am afraid that even then there will be many hard 
cases. I am not saying thia by WBy of reproach or critieism or condemna· 
tifln: I ain merely preparing the !!t"Ound for some of the amendments 
which will come up before the House I 

I plead for consideration of induiitries which are placed in the position 
12 NOON. of. say, the cinema industry whose ease waa beard to :)ften 

in the Select Committee. The cinema industry does not depend 
upon the war for its profits; it depends upon pojmlartastes and I8Ilti· 
ment . . . (Interruption.) For years you may not besble to produce 
a goOd picture, Bnd in the chargeable acceunting period b,.: lOme .troke 
of luck you might strike· the populsrfancy. Well, thafl being the ca. 
with regard to this industry, I think it would be 'IPIr'f hard if the Act; was 
applied rigorously aod without consideration of' its 'special di8icultiea. 
There is the caae of ,the shipping iliduatry which haa problema of it. own, 
the case of the Sindi merchants who trade in all part. of the world and 
who haw foreign incomes coming to them, and many Gther caae8 iii which 
I could point out that, if the Act was not applied in the proper sort oi 
way, it might be found, in spite of all the ~  which weN 
effected in:the Select Committee, to work s considerable amount of hardtlhip; . 
In pM'tieular, I would like to .tate the CaH of the new iDduaWia., ind .. 
tries which are of a pioneer character and which are still in the inf8uy , 
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of their development. I must ~  tha.t in certain. of . l ~  
provision has been made for. the l ~ l  of these lDdustnes. I think 
their case ought to be specifically considered by the Excess Profits Tax 
Officers and the various tribunals that will be set up under the Act. I 
have aCi'ordingly given notice of an amendment which has the effect of 
placing before these authorities the position that new industries have got 
to be specially considered. 

_ Now, I do grant that we cannot provide for all the exceptiona.l cases; 
from the very beginning we recognised the difficulty of making provision 
for anv and every case of hardship that came to our notice. If we had 
attempted to do so we might have produced not the report of a Select. 
Committee but a sort of jigsaw puzzle. I grant all that. It was also 
obvious that Government, while they recognised the force of many of 
our contentions, were legislating for the dishonest as well as .the honest. 
taxpayers, and in some cases· they seemed to have been carried away by 
the fear that the dishonest taxpayer would get away with it. Now, there 
might be dishonest taxpayers. I do not know about them, because I 
come from Bombay, but my Honourable friends may have experience of 
other parts of the ~  and they may allow themselves to be swayed 
by considerations of what might happen if they allowed any loopholes 
through which dishonest taxpayers may be able to escape. All these 
cGlDsiderations point in one direction, and that is that it is a matter of 
fundamental importance that in the administration of the Act Government 
should select the right type of officers. A great deal will depend upon the 
manner in which this Act is administered. Now, it is no reflection upon 
officers in the Department of the Central Board of Revenue or any other 
department to say. that they look upon their duties in much the same way 
as a surgeon ~l  look upon the prospect of removing an appendix. It 
is 110 matter of professional skill with them. It may be that some taxpayers 
may have no conscience, but some tax-gatherers may have still less, and 
it IS possible that they may enter upon their duties with the idea of 
making as much revenue as possible. I emphasize that this is no reflec-
tion upon the officers of any department. It is their business. I would 
like therefore special instructions to be issued to all the officers who have 
got anything to do with the administration of this Act that they must 
administ.er it with a degree of forbearance and indulgence, and in all cases 
of doubt. they must give the benefit of the doubt to the tl.ssessee and 
not to the department.' 

Now, Sir, I know that if and when any of the provisions of the Act 
come to operate hardly upon any individual or any class of taxpayers there 
will <be an opportunity to. this House toaet right t}:rings whioh ~  do not 
foresee at the moment. Many anomalies and acts of .injustice .may come 
to light during the operation of this Act, and one of the most valuable 
safeguards which we have secured in this Act is tha.t its opera.tion is in 
the first instance limited to the 31st March, 1941. Thereafter. the ques-
tion of its continuance and of the proper percentage will come up before 
us. This I ~  as 8. very l~ l  gain, and I am certain, though I 
cannot. J)retendto be. the conscience-keeper of the Finance Member 
that seeing the spirit of accommodation and reaaonableness and fairnes;. 
'he has sho",-o in' the Select C.ommittee, he himself will be the first to-
set right all the anomalies .and hardships which this Act is bound to 
create. 
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My Honourable friend, Dr. Ziauddin, said that I exercise' a. sort of 
influence upon the Finance Member, the Commerce Member and other 
Members of Government. 

JIr. It. S. ADey: Behind the curtain. 

,Sir H. P. ]locIy: That charge has been made agaiflst me before in this 
very House. Well, Sir, it mayor may not be so. All that I do is I 
try and talk sense, .  ;  .  .  . 

AD Honourable lIember: Not inside the, House. 

SIr 1l. P. ]locIy: ..... and when a man talks sense and if there is 
also a little sellse in the bead of the party he talks 'to, then these two 
aenses come together and hamlonious results are produced. 

Sir, I want that in the administration of this Act there .bouid be the 
~  humanity and the necessary skill amongst the officers of the 
Central Board of Revenue, so that they take from the taxpayenonly what 
should be taken fairly and l ~ l  from them. I think my Honourable 
friend show-d feel gratified that in spite of all the opposition which his 
Bill encountered in its first stage, the manner in which be 'met th" I'riti. 
cisms of various interests has earned for him almost a measure of 
popularity. No Finance Member can hope ever to be really pdpular, but 
in the present case when the Bill was placed before the Country my 
Ronourable friend was about as popular as a dacoit I He has now the 
'Satisfaction of knowing that those associated with him in the Select Com· 
mittee. have appreciated his efforts, and I join l ~ l  in the 
tribute which my friend, the Deput.Y President of the Assembly, paid to 
nim on the spirit of reasonableness lie has shown. I want most emphati. 
eally that the same spirit of reasonableness be shown in the administration 
of the Act, and also, . if I may say so, in the consideration of the amend. 
ments which atand in my name I 

'. Mr • .,. B • .Tames (Madras: European): The Houl¥! lJas listened to • 
..• peech from Sir H. P. Mody which fitted in with hi9sprinS·1ike appear. 
ance this morning. Apparently, as far as the Excess Profits Tax Bill is 
concerned, winter has passed and spring is at hand. 

Sir H. P. JIody: I cannot afford to wear winter clothes. 

Kr. 1'. B • .Tames: I thought, as I listene.d to him, that be should really 
sing, 'in the words of the poet who wrote the great ode to the spring: 

"01 J:ifl"ift9, tDho art .0 ,v:eet, 

I run my l ~ . arf1l8 to meet, 

.And .tandard profit, too!" 

, Sir, whim this Bill was first published, it gave a ..,ery great shock k, 
the business world, and nowhere was the shock felt more than in Bombay, 
judging Uol;ll the telegrams which most of us have received, and I must 
say I am reminded of the stol'¥ of the Irishman who fell down a deep pit 
in a quarry and his friend said to him: "Are you killed entirely? If so 
speak", and he replied, "r am not dead, but speechleu". Bombay 
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businet8 is not dead nor is it speechless. ,I should 'like to say a word or 
two about the Select Committee, as one gentlema.u to a number of otbel'l. 
There were fourteen members of that Committee. There would have been 
thirteen, which would have been a most unlucky number had it not been 
for the fortunate but rare appearance of my friend, Mr. Jinnah, who 
was succeuful in aqding Sir Cowasji J ehangir to the Committee, and I 
know the Committee Members were very sorry that he could not parti-
cipate fully in the meetings 'Jf that Committee. And here I am not going 
to incur your displeasure and I am not going to divulge at any rate what 
happened in the Committee but I may have a.,few rema!"ks to make on 
what. did not happen in the Committee; I take it that that does not come 
within the four corners of your recent ruling. First of all, we had the 
three Honourable Members of the Council-the Leader of the House, the 
Finance Member and the Commerce Member,-a very capable and com-' 
petent trio logy , Faith, Hope and Charity. Oharity is Dot the Finance 

i Member. The Chairman-I am sorry he is Dot here today,-was one whose 
re·appointment to his high office will increase the popularity of subsequent 
Select Committees. One of the most valuable mementoes which my 
Honourable friend" Sir HOJDi Mody, has taken away from the Select 
Committee is a collection of rare stories, the Chairman had the gift of 
waking up at inconvenient moments. As far as the Finance Member is 
concerned, I do not know how to put it. Perhaps I might do it in this 
way. Normally speaking, his motto perhaps would be: "Suavitur in 
modo, fortites in re." But I think after the Select Committee he would 
alter it to !leaci: "Fortites in re, suavitur in spite of Mody '" As far as the 
Commer.oe ltLtmber is concerned, I have to be careful, what I say about 
him, because we both come from the ~  part ,of the world. All 1 will 
say at this stage, however, is this,- that, with that rare instinct which is so 
. ~  of the South Indian, he was able to guess much in advance 
exactly wl1at Sir Horny, was trying to conceal. Then, we had those two 
stalwarts of the Central Board of Revenue.-,-my frieJild.. Mr,. Chambers, 
implacable. stubborn. obstinate; and my friend. Mr. Sheehy, who in com-
pari Ron was the embodi,mant of the bowels of compassion. Last l?ut not 
the least on the Government side, was our silent but popUlar friend, Sir 
Abdul ~  "standard period" was lunch time, and he ~  
hRd to CRrry over into the afternoon meetings any deficiene:y in profits. 
Then we had the two representatives from Bombay,-Laurel and Hardy. 
-Sir Homi Mody aud. Sir Cowasji .1 ehangir. as inseparablE;. ~ . as distinct 
as the Laurel and Hardy of film fame. They always asked the impossible: 
that enabled us to secure concessions: for which they, subsequently. 
claimed the ~ . , 

That is the fomidation 'of their Minutes of Dissent. Then .as to my 
Honourable friend, the Deputy President. Sir, here again I have to tread 
warily, because he may be in the Chair this afternoon. All I can say is 
that he made valuable contributions to our discussions, more in sorrow 
than in anger.' Then we had the two Knights of the Faith representing the 
Muslim League, Seth Sir Haji Abdoola Haroon and Sir Syed Raza Ali. 
What they did .not know about the Bill is worth knowing. Dr. Sir 
Ziauddin Ahmad is sui generi.; I shan deal with him quite separately. 
Then; as I:.1J Honourable friend. Sir Romi Mody, suggested, the only two 
gentlemen of the Committee were my Leader aDd mvself; I did the talking 

01 at¥! he did the work. I 'have left till the last my Honourable friend, the 
revered Dr. Sir Ziauddin Ahmad .... 
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",. Pnlident (The Honourable Sir Abdur Rahim): The Chair bopea, the 
Honourable Member is now coming to the Bill itself. 

Kr. P .•• .Jam88: Sir, I am giving the background against which we 
may eJamipe tQe Bill as a whole and it is impossible for this House to 
a,Ppreciate the value of a Select Committee Report until it bas some 
knowledge 'of the personalities who drew it up. I won't tarry long but I 
on1y want to .y this, that we were greatly edified by the ~ ~ of 
my Honourable ~  Sir Ziauddin Ahmad, whether 815 a profeSBOror l!S .. 
mathematician. I may adtl that !tis presence on the SeleetOommi'tee 
peminded me of 8OD1ebody I had recently seen ,and I cloJIle to the .oollciu-
a!on 'that! i. 'W88 )(1'. Chipps. I hope it will De maD)' many years before 
we have to say to one who is so belows and pop_r in tliis House, "good ... 
~  Mp .. Ohipps". 1 ought to say a worn n.ewaoout;, the dl'dtsman. :1 

hlWe Jlic>W com& to 1ihe Bill, Sil'o It W88 an ~l  diffieult Bm. 
highly complicated, and I think our draftsman aouW be ooogratulated 
UP,OD the oleai' and pellucid English in whlch he has etnbociied moat of. 
these complicated provisions. As an example of that clarity. allow me to 
read the second proviso to Schedule I 011 pap 14: 

"Pronded funher tllat where a standard period or cbaraeable _antillg period it 
not ~ aCCOWltiDg perioli, the profits or 108lle1 of the bueiDeu duriDg &Oy accounting 
period4 'wholly or partly included within the standard period or ehargeable acoounting 
period IIhall be 110 computed as aforesaid, &ad .neII divi8i1m and apportionmeDt. to 
specifie perioda' of' those ,profits or Ioeae. aDd IlICh aJlnP&ion of ~ prof1i1and 
losses, or any apportioned part thereof shall be DIlde al appe"ra BeceSsary toarriV8 
at the profit during the standard period or chargeable accounting period: and any 
auch ll~  ,hall be made in proportion to the Ilumber of month 1 or fractionl 
of month. in the respecth'e periods unless the Excess Profits Tax Olftcer, having 
resard to any speeir.l circumstances, othemse diriet ... u 

That, Sir, is worthy of Charles Lamb or E. V. Lueas or Sir Muhammad 
Yamin Khan. 

Then, Sir. allow me to make a few referenr:es to the Minutes cif 
Dissent. These Minutes vf Dissent are, 1 understand on the highest 
authority, not given in their order or importance. Sir'Homi Mody, and .sir 
Cowasji ,Jehangir have both contributed weighty Minutes of Dissent. n,e 
onlY dilerence between them is tbis: whereas Sir Horni M"odY ('omposeu 
his .. Minute of Dissent before signing it, Sir Cowasj'i Jehangir' signed' it 
baiore COInpos.ing it. I would particularly eomllleqd, to the attention of 
t\le House, the, Minute qf Dissent signed by my Honourable ~  the 
Deputy President, as being commendably .sooJi,: When I come ,tq 
Dr. Ziauddin Ahmad's Minute of Dissent, then another cat is out of the 
bag. I, undl:rslood the Honourable the Finance Member to say in the 
course of his speech that warder to improve the ~ . records ~ the 
Central Board of Revenue, he was making new arrarigemelJts which wou.lcl 
enahlehim accurately to estimate much earlier than is Uilual the revenue 
to be expected from his taxes. I congratulate Dr. Ziauddin Ahmad upon 
his .ppointm.ent and the Honourable the Finance Member on getting such 

l ~ l  .. ~ l expert in his ~  .. 1 would like to. put to 
~. l  it is in their ~ I know not; if not, perhaps 

it ,is l ~  ppint. as to whether, .hel'e js any need iJ:!. ~1 1  procedure 
for l ~ .minutes. h is not the, prdinBJ')' Parliamentary prac· 
tice. , .1;t..has be:en a practice in .this ~  but r .would stronglY ~  
tQ, the House the practice,of the Standing Finance Committee for I ~11  
WliQS8 Members agreed some yeal'S ago not to ~  any . 1 ~  01 
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Diss6nt to their reports and always to preserve their anonymity. I think 
actually ~  would be far preferable, for, after all, eve!'y . Member ... ,who 
wants to· dissent has an opportunity of dissenting on the '·fl.66r of this 
:gouse and a good deal of paper and time and energy could be saved. 

Now, Sir, I think we can claim that the Bill,. as it. has emerged ~  
the l ~ Committee, has in some important directions been. . .re-construQted 
and certainly its foundations have been strengthened alid . ~  on 
more.equitable principles. It can no longer be said that it is jerry-bUilt ... 

. Now, Sir, I c!)me to the Bill. My Honourable friend, the Leader ·of 
our (koup, has, I ~  claim, contributed two outstanding .speeches to .1;4e 
discussions iii this House on this subject. In his first speech when the 
13ill was referred to a Seiect Committee, he' gave general support; He 
indicated that we should ask for amendments in regard to the· "standard" 
p61'iod, in regard to the statutory percentage and in regaTdto the questi9.n. 
of depreciation. He also indicated that we should request some provision 
which would ensure an annual review of the rate and the machinery under 
this Bill. Thirclly, he advocated that if more money had to be raised 
through this emergency form of taxation, there should be some additional 
ol;gap s.et up, for the control ~  expenditure. In the main, the points which 
we urged at that time have beep. met and we very gladly aeknowledge the 
anxiety of the Honourable the Finance Member to llleet l.~  
without necessarily surrendering principles. It is an attitude the return 
of which we welcome. . 

My Honourable friend, the Leader, stated that this Bill should be 
applied equitably. If it was. applied equitably, then there would be little 
criticism as to the actual rate of the tax. We believe that subject to a 
few alterations still to be made, the equitable principle has been applied 
throughout the Bill as it now emerges. We do not feel, therefore, t.hat 
there is any justification for a reduction in the rate of the duty. After all, 
what matters more than any alteration in the percentage is the method in 
which that percentage is to be applied. And, if that method is an equitable 
one, o.:Jowing for hardships and special ~  then it would seem to us 
that the argument of 50 per cent. is almost unassailable. Of course, I 
know there have been arguments in the Select Committee and' in the 

~  claiming many choices of individual years as to the "standard" 
period. I saw one paper even go so far as to claim the best year in the 
last twenty as the "standard" period. I am bound to say that I was re, 
minded-I do not know whether it was in Bombay--.of a gentleman who 
was prosecuted under the Food Adulteration Act. He had belm accus-
tomed to make sausages out of rabbit flesh. Owing to the heavy demancl 
upon his produce, he decided to adulterate his sausages with a little horse 
flesh. Eventually, he was prosecuted and his defence was that he onlv 
administered the admixture to the extent of 50:50. He was asked: "Wha"t 
do you mean ~  that?" He said: "One rabbit and one horse!" There are 

~  ~ ,,:o',lJd adulterate the ~ l  ~  profits by taking a IOrig 
chOlce of mdiVidual years, and that, 1U our View, would be unfair. On the 
other hand. the inclusion of the year 1938-89 together with the year 198'1-88 
is a great concession and we recognise that. We pleaded for it because we 
believed that It was just. As far 88 the raiSing of the minimum from 
Rs. 20.000 to Rs. 80,000 is concerned, quite frankly, speaking persOnally. 
I am not happ'y because I beline that that takes away froID the purview' 
of this tax It C(\n!'!ide!'llble number of traders who in the eatly days of the 
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war did profiteering in foodstuffs of the worst possible"kind. I do Mt'1tnow 
~  ru.ly Members in U.is .House ~  in Germany after the War in 
the years 1919 and 1920. If so, they'willrsmember public feeing againtlt 
profiteers. The Germans had.a w<m1 ~  whioh waillOt a very 
pieasans one.' ,r think, very" often when we ate talking about this: matter 
of profit; wsiws a.pt ·to use false aaalogies and ·to indulge in false values. 
The oid rhyme Honourable Members ,will !remember: 

t,;,i"j 

"rA. Lmuliortl c/lli. it rent,' 
a, h wink, the otAer eye, 
The ""erehant call, it Fojit" 
.~~ ~~ a' heat·y 'igh, 
. TAe ",b,tinker call, it interest,' ·r 

Of he Putl it in his bag, 
Bvt Bill tAe BurglaT'. hone,t 

•  • p. ,.tnflly calZ, it ·tfWGg'... t, ;:, fL .. , !.( i,. '.:' 

I am -SOrry that on this -matter the Government' gAve way; though I do 
appreciate that, probably tbey gave way mainly for administrative reasontl. 

My HanoUrable friend, Sir H. P. Mody, has referred to the eaSEl of 
busine888s ~  in other countries. I support his pIeS' that these 
eTerseas enterpJ:i,ses should not be handicapped; . ~  than. is absolutely 
neceB8ary. The case of nascent industries will no doubt be pleaded in 
this House and there again I trust that there may be some specific provi. 
sion or direction made in the relevant parts of tIM ~  tlie'OMltral 
Bosrd of Reveilue or,the Board of l~. l. .  maY'give 
specialoonsideratiion. :r UJl glad that section 26 is now in the Bill This will 
enable brokers, small new businesses, even the cinema producing and. dis-
tributing industries to make a special case for ~ l Il~~  .. tion,.either ot the 
Board of Revenue or of the Board "of Referees. "lJihe'ffinemamaustry was 
n.otable to convince ~~  l ~ ~ ~  as to its. l l ~ f9r ~ l exemp· 
tion. Perhaps tll.t was due to the fact that the st8rs by which they are 
usually gUided were not brought to Delhi. I do entirely share the view 
-expressed by Sir' H. P. Mody that a great· deal Wl11 depend upon the 
maQhinery which operates this Bill. Care should be exercised· in the 
appointment. of . ExceB8 Pre:6ta Tax Officers. They should be honest and 
reasonable and they' should be ab)e to interpret the intentions of the 
Legislature with knowledge and with equity. 

t should like to say a word about the B'oard 6f Referees. l'her.eagain 
the utmost care should be exercised in the selection; particularly of the 
non-Qfficial members. I should like to know whether the Honourable the 
~  Member, has anyparticularmethodss' to their selection ~ .his 
mmd. ~  appointments should not be wade as rewards for pobtlcal 
'Services, they should not be made to secure subservience to the CE'ntral 
'Board of Revenue, nor should they be made to satisfy communal claims. 
The ~ l  to be appointed should be men with knowledge of trade, 
commerce or inaustry bl,lt above all they should bemell who haye the 
confidence of .the business community. 

Sir, in: conclusion, .1 would like to say just one word as to the back-
~ . behind this emergency tax. I have felt fr<?Dl time. tic? time ~  in 
discUBBmg these matters' we have been tempted In examinIng details to 
forget what is behind this' thing. Behind ii, after all, is an Empire at 
war. Behind the men in the anny, the navy or them force, tbere must 
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stand fully mobilised economic and financial resources. That is how wars 
are fought nowadays. Money must be raised for defensive purposes. 
Equslly industrial development, free and unhampered, is as essential to the 
strength of the country. A tax on new profits arising during the course 
of the war is fully justified, provided first of all it is levied equitably; 
secondly, it does not hinder unduly industJrial enterprises in India or com-
mercial enterprises abroad; and thirdly, as long as those who are to be 
taxed can feel sure that the taxes they are pwying are being employed 
effectively in the prosecution of the war. 

The constitutional issue has been mentioned during the course of the 
debate. I would only say this: I would ask Honourable Members to 
realille, that once the war is won, India can grasp the substance of her 
freedom. 

Sir Abdul Hallm Ghumavl (Dacca cum Mymensingh: Muhammadan 
R.ural): Mr. President, I am not in lIuch a ~l  .position 8S my Honourable 
friend who spoke just before me. I am BOt In' a position to accent this 
measure, nor am I in a position to praise this measure, this side or that 
side. This is 8 war measure. 'I am here to t'ef)Tegent ~  views of the 
vRTious Indian Chambel'll of Commerce to this Honoumble House. My 
tint duty, therefore, will be to represent their views and oppose 1IIris 
Bill ..... 

_ Bcaoanble ..... ~ On principle. 
Sir AbItal BaUaG1MIhavl: I hope my BoDOUl'able frienrI will wait 

patiently and will not intet1'\:ipt me. Let' me .. lie it .clear. I w8nt to 
oppose this Bill ..... 

AD Honourable •••• r: On principle. .  .  .  . 

Sir ~ ~  Ghuaaav1:. Withdraw ~ . ll~ l . I Wl,l1lt 
to oppose thIS BIll tooth and naIl and throw it ,.out. What I mean to lIay 
is that all Indian Chambers of Commerce are tiNt. opposed 1Jo. it on !principte . 

. ~  I proeeed further, let. me make it clear that we a'te absolutely 
wIlhng to help my Honourable friends on the 'fI'reasury Benches to conduct 
the war and to defeat Hitlerism rmd Stalinism.· 

Sir .• ~  Yamln Kb.&D (Agra ~  Muhammadan Ruml) : 
But WIthout paymg taxes. .  . 

Sir Abdul Hallm Ghumavl: If the money is required, India ~ nrepaied 
to help to raise that money, but not in the manner that the Government 
want it. We have been told that only three crores are required. We 
found really speaking they wanted eight crores; They got five crore; 
through increasing the rates and fares on the railways and the other three 
crores they "'Rnt to get through this Excess Profits Tax. These three 
crores would have been available, but they would not devise other ways and 
means to ~  it. The easiest way is to tax  the infant and undeveloped 
industries in Inrull which cannot afford to pay more taxes than they are 
paying already. What is the position today tmd what was the position in 
1914? War was declared in 1914 on the8rd August and this war ·was 
deolared in 1989 on the 8rd September. Sir William Meyer was the then 
FUumoe Member of the Government of India anci 1 'Will read his 8l)eech. flO 
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show that they wanted money and got it, DOt b;y this method but by tha 
method which, if adopted today, we would have all Bl'proved. That war 
budget was introduced in 19'15, and Sir William Meyer Raid: 

"Since I lut addreaed the Council OIl Fia&neial rnatteM India .... been, ad • 
atill, palsing through a eri.is which baa .ubjected her financial and economic .)'Item 
to • aupreme MIlt." 

.- Tilat financial crisis was the withckaw&l of almost all·the postal deposits 
and sale of promisaery ~  for which money Dad to be paid and also the 
visitation of the Emden in Msdms waters,-thlDgs which do Dot exist now. 
They w,nted silver and not currency !lbtesand what did they do? If the 
Finance Member today had adapted that policy of his predecessor of 1915 
the whole country would have applauded hiur 811 one of the best Finance 
Members that we had. At the same time I must offer my Honourable 
friend. tribute which he deeerves because he i. not following his immediate 
predeee8BOr. He has S8id that, unfortunately, within a few months of 
his taking oMce he was beset with difticulties inherent in a war of such 
magnitude which compelled him to introduce this measure. But m,. 
grievance is . . . • • 

An Honourable Kember: What is your tribute'l 

Sir Abdul HaUm Ghumavl: My tribute is, for one thing about which 
there can be no two opinions, that he hn not got that Griggian temper and 
anti-Indian bias. He is a perfect gentleman and one who has a genuine 
desire to do justice to the people of this country which is .the land of his 
adoption. 

~ Honourable Sir I_em., Ballman: Sir. while I am grateful for the 
very kind remarks which the HonourableYember is making about me, I 
must object to his ch8Tacterising my predecessor as having an anti·Indian 
bu... 

JIr. PresideDt (The Honourable Sir Abdur Rahim): The Honourable 
Member was not justified in making that remark. 

Idr Abdul Halim Qlaumavi: Sir, if you want me to withdraw it, I will 
do so. Sir William Mey-er said: 

"The first methoti of adding to our "80_ .tUch would natwa1ly .DJgest itae1f, 
one indeed which we have very serioully considered, iI to follr.w the lead of the 
mother country." -

Sir, just what has happened this time also. The mother country 
has imposed an Excess Profits Tax and they want to follow in her. footstep 
anel impose a special taxation. Cont.inuing Sir WiUia':Il Meyer saJd: 

"I have no doubt that the majority of member! of thill Council. ~~ heeD liking 
themselves for some time put what line we shall take on thl1 queltlon. 

But, Sir, Members of this HousE' did not· even have time to consider 
what line of action our Finance Member was going to take and it came 
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like an electric Ihoc\when pp.the· 27th January the ~  of 50 
pel' cent. Excess Profits Tax was olit ~ .  upset all the markets. all over 
India. Continuing Sir William Meyer SQld: . 

. ~~ who have followed my rema;ks on the revenne ~  ~ bOwave.r have 
already had their anxiety relieved. We do not propose on th18 occasion to l~ any 
money by increaaed tax6tion." We should Dot hesitate to do 80 to meet ,the ddclency 
in revenue which promisee to be of a more or lesl abiding charaCter.'! .. ' •. ' 

, ~  is the test, ~  that if the.,deficit is of 1m abiding ~ ~ .  ~  
only way to meet'that ilil by taxation. But that ilil not so In this C$S8. 
Sir William Meyer proceede4.;, 

"But the prel8nt' circamatanoel are' a]t.ogether peculiar .. We ·ltn?w that ·.ordinar.ily 
we can count in nrpl1ll8.l. India too haa a very _all 1I l~  debt .and .Wlth 
the trade conditioDB depreased and. the present. abnormal. nse lD food pncea lD a 
large part of the country, we have come to the conc1UBion that we ought not to add 
to the existing taxation unless it ji absolutely necessary." 

Mr. President (The Honourable Sir Abdur Rahim): The Honourable 
Member need not read the whole speech. 

Sir Abdul Halim Ghuznavi: 
as follows: 

I will read only two lines more which are ,.,.. .. ,' 

"W c ~ l  that this ~~ ~  haa not yet . ~  ainCll tjle deficit ~ the current 
and ~  'Years are, al alteady stated, ,ntlrely the product. of lpectal and tem-
porary clrcamataacea." -

Sir. I lay stress on the words .. special and temporary circumstances." 
Sir 'VilJiam Meyer concluded by saying: 

"While aa regards ways and me.anl ,;e see our way; in spite 'of thYe' 'aeiib1s, to 
financing all outlay immediately' neceaaary;o' 

Sir, that was how the war budget was financed by Sir William Meyer 
in 1915. A different method has been adopted in the budget of 1940-41 
by the present Finance Member. This House agreed .on principle and 
'Bent the Bill to the Select Committee. My friend, Sir Romi ~  haa 
made it abundantly clear that that was necessary, so far as he was con-
cerned, as otherwise, if the Bill had been passed in its original form, it 
would have inflicted a grave injury on the industrial interests of this 
oCountry. He i. quite right. It would then have been a greater mODBter 
much worse than the Bill as it has now emerged from the Select Com: 
mittee. I would not like to discuss the report in a light vein as has been 
done by some of my friends whobave .poken already. 80 far as we Indtans 
and our industries are concerned this is a very serious matter. We cannot 
dispose of it by making jokes and giving praise and making a singsong of 
the wonderful achievements and improvements that my friends may see in 
the Bill. With our eyes we liee a difterent thinJt altogether. May I in-
form m,' Honourable friend, Mr. James, what has been the effect as soon 
as the 'fnarket found that the Select Committee had not reduced the. 50 
per cent. to a lower figure? 

The Honourable Sir lue.1lllJ )hIman: What was the effect of the 
inclusion of 19881 
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Sir Abdul Balim Ghumavi: I will come to thatalao .. I am quoting 
from the Btatuman of the 11th March: 

"IMPROVEMENT OFFSET BY REPORT ON E. P. T. BILL. 
Market relapBe, Oftce more into nate 01 depre.,ion." 

"The improvemeDt. ~ followed the budget announoemeDt haa to 80.lIl8 8J:teDt 
been offset by t.he 8elec:t Commit.tee'. Report on t.he E. P. T. ~ l. The market. 
expeCted' a reduction in t.he percentage of st.andard profit.s and wa. disappointed 
when it learnt that. 50 per cent. was to stand, and the fact that the year 1938·39 
may pel·hap. be taken into account aa well aa certain other conceuions of a amaller 
degree, litem to have carried very little weight up to date." 

This is the answer to the Honourable friend, the Finance Member,-
"carried very little weight.'· That 50 per cent. soUnds like the sword of 
Damocles. It will take away 50 per cent. of my profit. Hardly one 
Indian concern in its infancy can stand this. 

An Honourable Kember: How much are you willing to pay? 

Sir Abdul H&llm Ghumavi: I have got nothing to pay, but still vou 
want some money from me. You have not enabled me' to pay. My 
Honourable friend forgets that ten years of depression has ruined the 
markets of India. We were just recovering in 1938: and now op political 
grounds the Honourable the Finance Member justmes that a portion of 
the profits we might wlike because of the wltr should Le tsken II.way from 
us. I will assume that if that is so we would be prepared to pay a 
reasonable portion of that, but what do you mean by war profits? (Inter-
ruption) Profits in war, my Honourable friend says. Have we made any 
profits· in the war? 

An Honourable Kember: Then you will not be taxed. 

Sir Abdul JIaUm GhUlD&vi: My frieridon' my right says "Then you 
will not be taxed", 8S also my Honourable frieud to my left. But you 
have provided any extra profit from 1987, not due to the war, but due to 
the careful handling of business and expansion of business, and should 
it be called a war profit? I could not make any profit in 1937, but in 
1988, when war was not started, I made some profit by increaseQ exertion 
and expansion of business. You call tl!at war: profit.,' Have you defined 
that? If it had been l ~ to this Board of Referees to say what is war 
profit and what is not war profit, ~  I could -have ~ . But ~  
thev have put in the standard· penod. 1£ any bU8lDess makes aIlythlDg 
more than these standard profits, then it wiU be taken a. war profit, 
though it may not have ~  to 40 with 'war or war goods. Wh'!-t 
profit has the war given to IndIa? In England for, the. last five or Sj][ 

years they were getting ~  after orders for ~ ~  of the. v/ar 
which they knew was commg . . . . . 

i. 

All Bonoarallle Kember: Not for five oraix years? 

SirAbdal ..u. Glulaavl: Please do Dot intelT\1pt me. They were 
preparing for five or six years. They ,said. that in the- Bill.which they in-
troduced there: they said ., Yes,;we enJoyed._ we got the advantage", 
because they were preparing for the war. But wbat :has1nqia got? 200 
millions of sandbags. . 200 million bags of ll ~  i. the war 
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order, that is the order on which much store was set. Honourable Mem-
bers are not aware of the history of the 200 million bags of 'sandbags. They 
wiII soon hear it. Here it is. 200 million bags-that order was placed in 
Bengul, because Bengal has got the jute monopoly Ilnd the jute mills. 
The offer WIHI, "Don't make any profit on this. Give us ~  
because it is needed for conducting the war", and they agre.ed,-Indians 
and Europeans as well.' . . 

An Honourable lI ~ No profit? 

Sir Abdul llaJim Ghuznavi: 'I.'hey got II. very small I profit, not the 
profit that they would be making otherwise. We are getting a far better 
price from others. 

Seth Hali Sir Abdool& BarOOD (Sind: Muhammadan Rural) :. After 
calculating how much profit on it? , 

Sir Abdul Balim Ghuzna.vi: M:y HOllourable friend interrupta me as to 
how much they calculated profit on that. 

Seth li:&li Sir Abdoola Haroon: How much per cent. ? 

Sir Abdul Balim. Ghumavi:He has left the sugar business, he is now 
1 " busy with the Muslim. Domihions, because he is the. Foreign 

• II Secretary of the Mushm League,' and he has nothIng to do 
with Indian business or Indian concerns. He discusses political· ques-
tions with the Muslim Dominions as the Foreign Secretary of the Muslim 
~  . . . . . .'. 

Sith Ball Sir Abdool& -..rOOD: Because you l ~ there, 

Sir Abdul Ballm Qhuznavi: You are the Muslim League Foreign Sec-
retary. Will you deny that? 

Mr. Pr8lid8ll\ (The Honourable Sir Abdur Rahim): The Honourable 
Member will go on with his. speech. . 

Sir Abdul BaUm ~ 1  That is the only order that India got so 
far as the war is concerned. Then, after September, further orders for 
700 million bags of sandbags came. It is absolutely a fleabite. You have 
no idea of the jute business. 

Sir Abdul JI&Um Ghuzna.vl: Over one crore of bales of jute is produced 
in Bengal and 700 mi:lliOB bags require l~l ten .~ l ~  Bow, else 
have we been profited by the war? The huge Supply t>epartment. "we 
had one Supply Department already, and there is another one as if one 
was not' sufficient"' to supply His Majesty·. Qo\fell8m8ut *iflll tile ,goods 
that tbev wrmted. We do not know the total quantity Applied but'I 
will not W take up that ques.on now today. It will come in the Finaace 
13 ill , aDd I shall. then show ~  .... e are .fteeced to maintain. that Suppl, 
Department-that will be One of the subJects that I.an iiacussODtbe 



Finance Bill. The ~  hes come, it is being fought riot ,to benefi.t1ndfans 
or India but to benefit our friends sitting on the right. What profit' bave 
we got from the war up to now? 

. Befote I goon.to di,scUBII the report oftbe I~  Committee, I 'will 
make one more poirit and that is this. I am riow talking of the Excess. 
Profits. Tax-foreign bUsiness. We protested against the clause in the 
I~  Amendment Bill last year, but, as is usual, our protest was in 
vain. That amended Act entitles the Government now to invade the in-
come oiour foreign business, but We must bear in inind 'that In.dia has 
verv little foreign business, and even the little that she has got is in 
its "infancy. My Honourable friend's 'predeCElssot must have' his pound 
of flesh from the Indian business men and in that decision he was 
helped by. the :aenches opposite which are vacant today. That deci-
sion entitles the'Government to touch foreign business on the accrual 
basis, not on the remittance basis. We were ready and willing 
to pay on the ll ~ basis, but. by Qne stroke of the pen, all 
Indian concerns whiCh have their agencies aorbad were penalised to pay 
income-tax and super-tax by adding their foreign ~  to the income' 
they made in India, so that super-tax may be oalt'ulated on the total in-
come of the business. ; The House will feel astonisbed that this system of 
taxing on accrual basis was n'ot in existence even in Enghmd. n was only in 
1932 that they started this practice in England when their industries,. 
~  foreign businesses h.ad ~ l l  developed and were. ~  a ~ 
tJOn to stand a tax of tbls kmd. We always compare out" conditIOns· iftlth 
the conditions of tbe mother country, England .  .  .  .  . 

:Mr. K. S. Ailey: . Step-mother. 

Sir Abdul BalimGhunavl: .... elm we do that? Are the condi-
tiillJS same? Nevertheless, when this Bill was introduced, it was a slavish 
copy of the ACt of Great Britain. Everything we want to eopy, forgetting 
that India is not England and its industries are not in a strong position. 
True, GovePnment of late years have been ~ their best to mster the 
industries of this country. At the same time,. what ~  give ,us with ~ 

hand by way ·of a little support, they take away with the other hand. If 
you take away Whatever support you give' liS; byw*Y;'bt t&xation"how 
on earth can these small industries exist? How on earth can we put by 
80me money, for the rainy day, for tbe time when the depression will come, 
for it is bound to come after the war is over. 
They want this Excess Pro1itsTax. I say-tax on what? War profits? 

We have made nO,war pronts. Assuming that we have made war profits and 
that you, are entitled on political consideration to a share of t1!at profit, 
what will happen when the war 'Will be over? Will n(lt the lnQustri611 be 
Btl-anded, as W88 ~  case last time? I had huge buainessGheB.. A fiml 
cf mine was 'one 'of the biggest suppliers of Government. What did we 
find after the war? The thirigs that we bought at Rs. 4.() per hundred-
weight and which were ready for deliwry to Government, Government 
would not take after the war. We had to sell them at Rs. 4 and Rs. 6 
per bundred-weight, which was the pre-war st8b\lard priee. On'tllat. price 
the things had to be soldnnd that evil dav is coming this time also when 
all the businesses will have to suffer. Their things .m ·1i.ewi' fetch' the 
pri<*.that the;y brought' dUring the war. They will hllmediartely have a 
terrific blow and how ate they to carry-on after that blow. Has any 
provision been made? Will the Honourable thp' Fins.nce Member give us 
BOlDe portion bf that back? No, . i 
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Sardar SlAt SiD&h (W ~  Sikh): .A bompensatory l~ will 
be brd'ughl. 

Sir Abdul Balim .Gh1llD&vi: Therefore, spealrlngof the foreign busi-
nesses, they are not making any war profits. Are they?' Why should they 
penalise them.? Why should they ask for excess profits tax from their-
busineas? They don't raise their TIttle finger to assist those businesses in: 
foreign countries, whereas they have got their own business establishea 
with all the support which they could give, but in time of war a share of 
the excess profits is ~  asked from those concerns which will never be 
able to recover from fhal1 sh\:>ck if they \lave to pay-evenif they have t<> 
pay half that amount which has been fixed for this country. With these 
empty Benches it is no use, except to ask for mercy from our friends on 
our left. We shall not be ab1.e to carry any of our amendments whatso-
ever, however reasonable they may be. The only request we can Il!ake 
to our friends ,on the Treasury Benches is tocpnsider the position of India 
before they take the step Qf refusing all the ~  which will be 
brought forward at a later date. . 

Now, Sir, taking ~ rflilort of the Select Committee, fourteen Members 
were the members of the Select Committee-six Government and eight 
elected Members of this Honourable House. No· I correct? Six from the 
Treasury Benches. . . . ~ 

1Ir. S. P. OhambeD (Government of India: Nominated Qfficial): 
1<'ive. _ 

Mr. Prealdent (The Honourable Sir Abdui Rahim): The Honourablp 
Member can continue his speech after Lunch. 

The Assembly then adjaurned for 'Lunch till Half Past Two of the 
Clo('k. .., 

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

Sir Abdul Hallm. Gb,um&vi: Mr ... Deputy President, beforp. lunch I 
was speaking abput the number of gentlemen who were members of the 
Select Committee,-five official, one nominated, and eight elected Mem-
bers. Apparently it looked as if the elected Members would have their 
majority in the Select Committee, but to our misfortune it was converted 
into three; the other five joined in the chorus with the Government 
Members. Only three were left to fight the battle of I:ndian industries. 

Sir, I will discuss the various Minutes of Dissent. I will take firSt 
the Minute of Dissent of my Honourable friend, Dr. Sir ZiauddID Ahmad. 
My Honourable friend is a soviet-minded gentleman. He wants' to take 
away everything. He does not know the .A, B, C. of business, he does 
not know the A, B, C .()f industry or commercf . 

AD Honourabl •• em':: How do you ~  , 

Sir Abdul Halba G)a1llDavi: ...•.. but he will give us nothing. 
Our industries and everything must starve? "Give it first to the Govern-
ment. the public exchequer, then. to the cODsumer, and you live on 
not-hing. On six per cent. ;rou must employ all your funds, because the 
Government gives you a subsidy. Therefore, all the excess profit above 
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six per cent. Government is entitled to ." But generously he suaested, 
"give sixty per cent. and forty per cent. as a. loan without intereat." 
That was his suggestion. Sir, I shall read the illuminating Note of 
Dissent of my IHonourable friend, Dr. Sir Ziauddin Ahmad: 

Dr. Sir Zlauddtn Ahmad: On a point of personal explanation, Bir. 
The theory was advanced by Professor Keynes. It is receiving great 
support. There was an article in the Statesman and in the Business. 

Sir Abdul JI&1.im Ghumavi: Sir, he has got hold of an lnclian Year 
Book, which is one of the books published by Me88l'8 .. Place, Siddons and 
Gough. and he has taken all the figUres from that book. I was wondering 
where he got the figures from but when he showed the book to us this 
morning, I discovered that it was from that book .. His first grievance, 
as he said himself, was and this I shall dispose of in half a minute, that 
he was not able to give us his full weight 'in the diecllBsion because it 
was being conducted when tHe non-official business was going on in this 
House. Sir, God is great. If" he had given his full weight, God alone 
knows what else would have happened. Only half weight has brought us 
to this pass and his full weight would have 1iniihed us completely. His 
first remarks are: "Amendments made in. the Bill are not supported by 
arguments", and then"be proceeds-in fact he haa been very helpful to 
my Honourable friend,the Finance Member. He sbows how muoh Gov-
ernment is going to lose I He gives the 1igurea for the amendment that 
was accepted in the Select Committee. He has an eye of course on the 
Tatas. Tatas come in every time, ~  he hos on opportunity of 
lllaking 8. speech. . . . . . 

.. 
Dr. Sir Z1auddln Abma4: I hope you Ip"e BOt making money in that 

too? 

SIr Abda! JraUm CJhuaa'fl: Sir, the whole of ,his amendment is in 
support of. the Government. 

'!'he KoDoarable SIr luem, ltIIImlll: Is that a crime? 

SIr Abdal BIJ,bD Qhuaavt: ..... and he goes further. My HOll-
ourable frieJl!i, the Finance Member questions, but if I read out the whole 
Minute, it will take a lot of time. 

An BoDoarabie Kember: Go, on, read it. 

Sir. Abda! BlUm CJIlIi.mavl: No, I want to. read something more 
sensible than what is there. I will not take the time of the House by 
reading all his long statements here---excepting, what he generously 
suggested in the last paragraph, for which our grateful thanks are due to 
him. Sir, I shall dispose of it by referring to my Honourable friend's 
Note of Dissent. He too feels that this should be conceded, and I thank 
him very mnch. "The suggestion", he says, "wos also mAde (but not 
accepted by th. Ccmmittee) to treat loans ~  from individualR ",hI) 
practically act as a Blink on the same level as a registered bcnk." Then 
he goes on to point out that if this is carried out, what would be the-
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[Sir l l ~ .  ., . ' 
loes'to Government. He IS very careful,mpomting to that too,-he, says. 
"'look here, if you agree to this, here is the amount that you are going 
to lose." 

"The 1088 due to this conce88ion would be nominal and it would only be 6 lakhs 
in the whole year and about 2 lakhs in the current year, which we can easily atlord 
in view of the other big concessions given." ' ' , 

Now, Sir. what is the principle? If a registered bank advances a 
loan to my concern, that is allowed and it will be taken into I l ~ . 
But the British banks do not allow any loans to the smaller mdustnes 
and it is also difficult for the Indian industries to get any loan from the 
British banks in India.' Where are they to go for money? How many 
Indian banks are there? Very few. In considering the extent of advances 
that they can give to the industries, their number is hopelessly small. 
What the big industries do to small concerns is that they borrow the 
money from moneylenders at a reasonable rate of interest. 'Vhen a money-
lender finds that nis interest at five or six per cent. is assured, he advances 
hill mone:, on the security of the business. According to this Bill, that 
will not be taken into ~ . Advances from the registered bank 
are allowed but not the loans from motley-lenders who do lend money 
nowadays on secured security. Is it not a great .hardship? Is it fair at 
all? So far as that point is concerned, that is my concluding remark. 
I will make an appeal to the ~  Member to consider this point. He 
has agreed to the l ~ that are' advanced bv the banks and he should 
also agree to the loans that are aaV'aneed by private ~. - ' 

Mr. Deputy President, Sir, I will discuss ,your Note of. . ~  .. which 
is a very able note, later on. That would be my concluding criticism on 
the Minutes by the Members of the Select Committee. I now go on with 
the Note of Dissent by Sir Cowailji Jehangir., This is w:b,.at pe SGYS in 
his Note of Dissent and I want the Assemblvto listen to 'it: 'The Note 
says: 

. "The ASBembly '.hou1.dnot f!,rget, w¥e , .. ~  r¥.Alh l l ~  the 
(luJect G'ovemment have m view. It \s to get a' \-easonable IIhare, ill profltli cOme'luellt 
on the War. In the ObjeCt. and Reasons this is stated qaite cle'arlY. But when the 
preamble and several of the provisions of the Bill are examined, it will be found 
that Government would Dot ,.only share '. in: ~  . ~ 1 . ~~  the· War, ,but also 
in normal profits and' in normal 1.DCrease 'Of profit.,wh.\ch flftry wen-managed' bnsinell8 
hopes to make." 

That is a very important point. Gtlvernm'Eiltt'tIdIlr that' Il~  are 
entitled to a share cif profitElmBde during ,the war or due to the war,that 
is to say, any transaction which brings in profit due to the war. At the 
same time, one has to bear in mind the business which was managed 
badly before but has now' come in efficient :.haads' lIDd.-·u, 'CODSeq\lently 
making, profits. I can give you a definite instance here and now of a 
jute mill which I shall not name, which W&i in a very bad way, because 
of its mismanagement although the gentleman at the head of its 'affairs 
was one of the finest type of man in Calcutta. The management was so 
bad that they were losing heavily. The management has now been 
trnnsff'rred to efficient hands and they will make money not because of 
W!ll'. but because of the efficiency in the management. 'Therefore Sir 
I sa:v, th",t protect,ion must be given in the Bill to such cases by ~  
it clear that Government will be entitlf'd t.o an excess profits tax from 
the' war profits alonf' t,hat a particular company,has made. ~  I would 
like to, refer to the speech of Mr. Burns, who was then \he Preaidentof 
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the Bengal ~ of Commerce, and then I will deal with my friend., 
the Members of the :European Group. What they la, 'heare is inboDdtent 
with what the President of the Bengal Chamber of Commeroe aaid in the 
.annual meeting of the Bengal Chamber . 

. Mr. A. .'Ikmlll (Bengal: European): Why not? 

Sir Abdul B.alim CJhumavl: Sir, before 1 disoU88 Mr. Burn's speech 
:.I would like to read only one small sentence from your Note of DiSsent. 
You said, Sir, "There should be either super-tax or exoess profits tax: 
not both." I appeal to this House whether it is fair for Government 
to have the super-tax. and on the top of that an excess profits ~  That 
was not the case in 1919. At that time, eitiber a man a .. ~ to PIlY an 
excess profits tax or a super-tax, but here we are taxed for both. Still, 
my friends here in the European Group chime in everything is O. K. 
They do not find any fault with anything. Sir, that the basio theory of 
.the excess profits tax is that it is to be a tax on the growth of pronts 

:and the political justification for imposing the tax is that the profits have 
grown as a result directly of the war. Will the Honourable Members 
.see to this that when the tax collec,l;ors begin collecting taxes, they would 
give their attention to the firms' books and find out whether the eXC€f!!I 

'Profits they earn are directly due to the war or otherwise? If it is other-
wise, the Government are not entitled to ask for that excess profits tax. 
Then, Sir, Sir Cowasjee says that in India it cannot be argued that the war 

;had any effect on the profits of any company in 1988 with the exception 
'of the order for a few sand bags. The President of the Indian Mil109ners 
Association. Mr. Macdonald, who has just retired, in his. speech which 

-he delivered on the 17th February in Calcutta altoot 'tH.r reqwr8dtents 
:being met bv jute mills has showo--"'I do not want to take much of the 
iiime of the" House-shortly speaking, that after the first order of 200 
million bags were received, no ~  orders came and the result was a 
tremendous depression. (Laughter.) My Honourable friend, Mr. 
Aikman, is laughing. Here is the speech of Mr. Macdonald and there is 
no use laughing. Whllot the Mills had to do wal to seal .up the looms. 
Most of the looms had . to be Bealed because they were losing mODey. 
'Then came the second lot of order after September. What W8fl the result? 

.An BoD01l1'lllle KemJ»er: The looms were unsealed. 

Sir Abd1Il BlUm CJbumav1: Yes, they were first unsealed and then 
-aga.in they were sealed. Unsealed once and sealed again. I am coming 
to that. When the order came, the looms were WlSealed.. Do my 
Honourable friends know at what price that order was /ACoepJed by the 
Indian mills? The mills would have sold that hessian at a much higher 
price outside, but the millowoers preferred toO sell tham at 8 cheap price 
as their quota of contribution towards the conducting of the. war and 
thereby they made only very small profit. What was the position? 
The contract was made that it IIhould be delivered lit a c_am fime. His 
Majesty's Government failed to carry out the contract. It ·was· extended 
from April to July. Delivery was withheld. What was the result? The 
market collapsed. Still this Assemblv thinks that in so far as the Indian 
mills are concerned, they are piling 'up money because of the war. 
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Dr. P ••• BaDerjea (Calcutta Suburbs: Non-Muhammadan Urban): 
Not the entire Assembly. 

Sir AbdUl Balim GhuDavi: Certain Honourable Members in the 
Assembly think that way. As I said that was the position of the market 
on the 27th .J anuary when it was announced that 50 per cent. of the excess 
profits were wanted. There was a collapse of the market. All the money 
that was made had gone; they vanished. There was no profit left, 

Sir Kuhammad YamlD lthaD.: Still 50 per cent. of the profits wiU 
remain. 

Sir Abdul Ballm Ghumavl: I am addressing the Chair and not my 
Honourable friend. So I will not take notice of his interruption. 

Now, in drawing up a Minute of Dissent, two Knights-Sir Raza Ali 
and Sir Abdoola Haroon,-Rubmitted a joint Note of Dissent. What do 
these Knights say: They said: 

. 'Speaking for oDrselves we can say that we have no fault to find with :8.at raLe 
of the excess profits tax being fixed at 50 per cent." 

Thank you. Indeed no fault to find with 50 per cent. But they have 
generously added two more sentences: 

"If however, this question is reopened we would like a graduated scale' varying. 
from 35 to 60 per cent. . . . ." 

Sir Iyed Bau All: Why don't you finish the sentence? 

Sir Abdul Ballm Ghuaavl: It would look more ridiculous if I finish 
the sentence. All right, I will finish the sentence it goes on: 

"coupled with the raising of the standard profits to 36 thousand rupees in aectioII .. 
6, sub·section (4) to be substituted." 

But they dismiss it by saying: 
"ThiE would require very elaborate and careful ca1\lUlations into "hich it'· ia not·. 

necessary to enter at thia atage." 

, Because they feel that they find no fault with 50 per cent. Why 
should the Government be worried with all sorts of calculations, sending' 
for various mathematicians, statistical officers and so on to find out the' 
variations that would follow if that method was adopted? 

Of course, our friends from the European Group have no MinutP. of' 
Dissent because they agree in toto, even without any amendments, to the. 
Bill brought forward by the Government. 

Dr. Sir Zl&ud4lD Ahmad: Their Minute of Dissent is incorporated in' 
the provisions of the Bill. 

Sir Iyed :&ala All: The meaning is that they got all they wanted'. 

Sir Abdul Bal1m Ghumavl: Sir, Mr .. Bum, President of the Bengal 
3 r.M. Chamber of Comt;terce, speaking ~  the annual meeting said he 

would support thIS measure prOVIded certain essentials were. 
satisfied. Sir, I say these have not been satisfied. They were, firstly, 

"thaL full justificatiou was afforded for the imposition of the tax from the point. 
of view of the special expenditure necesaitated by the war". 
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I lIay. that has not been satisfied. 

"Secondly, that. the proceeds of the tax were devoted to the effective proeecution 
~  war and to India's defence." 

'l'lle Honourable Sir .Jeremy BaJama: That also has not been satisfied? 

B1r Abdul BaUIIl Ghu.ma.vl: If the exptlnditure of the office of the 
Director General of Supplies is legitimate  expendjture to be Su,Fplied from 
this money. I do not know what to say. 

The Honourable Sir Jeremy lta1Iman: What about eight crores of 
··defence Expenditure? 

Sir Abdul HaUm Gh1llDAv1: Sir. we have for the last 20 years,-14 
years as far as I am concemed.--cried ourselvflS hoarse over the huge 
military expenditure. My Honourable friend would have been justified in 
talring that eight crores by additional taxation if they had effeoted retrench-
ment and not incurred this huge military expenditure. And. l l l ~ 

under this new Act. even our power to discuss the army budget has been 
··taken away. How are we to know whether that eight crores is reaHy 
necessary for the defence of India? When my Honourable friend. Sir 
Muhammad Zafrullah Khan. was in England recently, the newspapers 
gave out that he was shown all the secrets of British war methods j but 
here when a question was asked in the other House or some mform!ltion 
the reply was that it was secret and the information could not be given. 
"Then the next condition. given by Mr. Bum, was: 

"That t.he huia of the taxation and t.he method of &llllellment· were fair and 
-L'quitable that t.hey did not penaliae or impede t.he development. of new indaatrie. 
and wer:, luch &I to limit. economic diat.urbancea which the impomt.ion of t.he tal: 
muat. entail." 

The House will judge whether that has been fuUilled. 

Mr. A. "mu: It has been fulfilled. 

Sir Abdul BaUm Gh1llDAvl: It has not been fulfilled, aCt'mding to my 
D\lIDble self. 

Mr. A. A'ma-: Then the Honourable Member cannot have read the 
. Bill. 

Sir AbItal JIaIlm Gh1llDAvl: Sir, I now come to the points raised by you. 
"Sir. in your Note of Diuent which the Indian Chamber, of Commerce com-
pletely approve. Your first point is that the chargeable Becounting period 
should begin on or after the 1st day of A.pril, 1940. War wall declared on 
.the 3rd September .  .  .  .  .  . 

Dr. Sir Zlaudln Ahmad: Why not after the war? 

B1r AbdDl Hallin Gh1llDAvl: That would be the correct th'ing to do, as 
-was done on the last occasion. They want the indUltries to be hampered 
;and strangled even from now, as the Industries cannot get any relief on 
the borrowed capital because they borrowed. from private individuals BS 
:British banks would not advance. If they go to 8 British bank and ast for 
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[Sir Abdul Halim Ghuznavi.] . 
advance on depoErit of stocks and shares, they would adv:anoo. only 30 per' 
cent. which is absolutelv insignificant. Sir, your second pomt was that 
'the tax should not be more than 25 per cent.' Sir, who wants to ,advance-
money to an industry when there is the risk that he may lose his all',. 
knowing that if there is a profit, 50 per cent. would be taken away as" 
excess profits tax? Conditions here are different from those in l ~  
there the industries are well established whereas here they are only Just 
starting, and now a tremendous burden is being thrown on them. At auy-
rate 50 per cent is a prohibitive percentage. "Then" Sir, you said that the-
Act should not apply to the banks. They surely are not going to make-
any war profits and nothing will come to them. So why frighten Indian 
banks from coming into existence? Sir, I have already dealt with your" 
fourth point. Your fifth point was that the exemption limit should be-
raised from Rs. 80,000 to Rs. 40,000 and your sixth point, Sir, was the-
most important one and that was that the op1li.on about the strondard period' 
should be extended to the year 1938, standing by itself. It will not be' 
disputed that Indian industries suffered up to 1938, and it is only after' 
1938 that ~ havE'! just begun to raise their heads. Give us that year' 
in any event, that caJender yeRr at least if not the official year: (Interrup-
tion). I want even the calendar year 1938 alone ~  not the official year. 
Option should be given to all aS86ssees to choose either the standard profits; 
or the statutory percentage. Give that option to the assessees and do not: 
restrict the choice. Then, there should not be joint BBS6'3Sment of the: 
income of a partnership and of joint Hindu family busineslles. 

These are the points that I had to place befo!"e this Hon.)urable Hotme 
and when tlris Bill comes up for discuuion. clause by clause, I hope the 
Honourable Members will bear in mind the points which ara essential for 
the benefit of India and the Indian industries. I will read from the memo-
randum of the Western India National Liberal Association. only one, 
sentencE"; which says: . 

"A fundamental objection to the Bill i. that, while in the Stat.em.t Of" ehSectlF 
and RpBBOna the Government profeu to APcure for the Government a considerable' 
portio.n. of the. additional business profits which accl"lJe as.& result ef . the oonditions. 
prevadlng durmg the war; l ~  4 of .the Bill levies" 'exceu' profitis tax OD &11 'pl'ofita: 
10 exC('ss of standard profits, lrl'espectlve of whether these have accrued: .... & ~ 
of war conditions or otherwise." 

Then, again, one other point which the Federation Of ' Indian Chambe!'a 
of Commerce have mnde out il' this. They say: 

··Th';'. do not,. therefore, ~ . to ~  ~ vi_I. ~~.  ~ .  
ar.still not COJlVlDCed .of the JustIficatIOn. for the mtrodl1ctlou by ~  of a. 
legislative measure of sach a nature at this ,stage of development of the' "war." 

Again, Sir, as pointed out by Dr. Sir Ziauddin Ahmad this morning, 
the various important commercial bodies and industrial interests 'in the 
country were not permitted to It'ad evidence before the Select Committee 
with regard to the various important provisions of the Bill. ·This is a'very 
important matter ..... 

AD. KOD01Il&ble . ~  By whom? 

itr AbdTil ~ ~  By the ~ . They did not aSk 
them to come. 'The Commercial interests, Industrial interests, all waniea 
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to lead evidence, but Government would not take, them. ,The Treasury 
Benches forget ~ the,. did when British interests were eoncemed; when 
the excise duty on matches was first levied, I was one of the members of 
the Select Committee, and all the European' manufacturers who had their 
factories here were asked to lead, evidence. It is on record. They gave 
evidence before us. This Western India Match, Company came before us, 
and they have got a big business in India with, foreign capital, establ'ished 
all over India. They were allowed to lead evidence. The views of the 
Industries concemed would have helped members of the Select Committee 
and would have given them an idea as to whether, the industry could beur 
the burden which was intended to be 'imposed. But this time the Indus-
tries were not allowed to lead evidence. What' is ,tbe PIIe.m ~  
hlld Associations sendiIlg these letters, :\IemoriR.lll, et cetera, to us and to 
the Government? Their evidence would ~ 8iven ~  Committee mem-
bers R cleaT impression whether the industries' could bear the burden which 
\Vas being imposed . 

. Sir, i said about'taxing the foreign business this morning; if the ,prin-
ciple is that excess profits should be taken from thfJ profits accrued during 
the war, why should the Government ~ foreign business concerns which 
have nothing to do with'this war? Government cannot give those con-
cerns any help. Indian foreigfl COncerns are in their infancy, They have 
already been taxed on an' accrual basis. On the top of, that a further ~ 
is wanted from them as excess proftts tax. 4s I said this moming, With 
the empty Benches we Imow, not one of our amendments will be camed. 
A,ll that I have now to do, in concluding my' Bpeech, is to appeal to the 
Honourable the Finance Member that he may ~ into consideration the 
pointis that have1 been railied, and ~  when suitable amendments are 
moved, he'rtiay agree at least to thotie' amendments which the ~  
demand of the Indian' industries and Indian interests justifies." , 

,Sir liluiwamad Yam.tA Du.: Sir. ~  the very ll ~  neW8 this 
morning of tlJe great ~  whioh happened, in London, which is con-
demned ~  everybody in this country, we had, this afternoon a very 
amusing speech from my HonouraQle frieod, Sir Abdul, Halim Ghuanavi . . 

8tr ~1 l l JIaUm ahoma'll: Because you' do not' uncie1'8tuDd. ' 

Sir 1lUJl&lliDla:d' YIZIIhl l~ 'It WPI iake a long time for anybody ti't 
understand. " , 

My, friel}d said that Dr., Sir Ziauddin Ahmad did not unlierstand even 
the Anc' of btWDesB, while he called himself a businessman. I do not 
know, if my ~  would have l ~  to take this compliment if he had 
known the definition of a businessman as given by Dr. Sir Ziauddin Ahmad 
the other day. Dr. SirZiauddin 'Ahmad defined a pucca businessman as 
a persop. who knows how to cheat ~ l  rob. oonsumers and evade 
income-tax officers. I, do nOt know if ,my gallant friend from Calcutta 
would like to Hatter himBelf by calling himself a busineBBman after this 
definition . . . . 

Baba B.aJaaCII BajorA ~  ABIIOCiatiOll: Ibdian Commerce): Is 
tile Honourable' Member in order in giving this definition of a businaaa-
man? 
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Sir Kuhammad Yamin Dan: I am quoting what aD other Member 
said when he was told that he did not know even the ABC of business. 
Then my friend, Sir Abdul Halim Ghuznavi, says, that Dr. Sir Ziauddin 
Ahmad wants people to invest their money at six per cent. interest. I 
wish, Sir, I got six per cent. out of my investments ..... 

Sir Abdul Balim Ghumavi: You are getting more. 
Sir ][ubammad Yamin 1Dl&n: I am not getting even one per cent. now. 

In our village property we are not getting even one per cent.; I would be 
glad if we got eve!l one-half per cent. 

Babu Baljnatll. Bajorta: Per month? 
Sir Muhammad Yamin 1Dl&n: Per year. For several years past we 

have been paying land revenue of these properties from our pocket. 
Therefore, those who have agricultural property would be jolly glad if 
they could get a return of six per cent. on their investments. This rate 
may seem to be too" small for my friend the businessman from Calcutta, 
but to my mind when the Bank does not ofter more than ~l l  per 
cent. on investments, one should be glad if he could get six per cent. on 
any kind of safe investment. 

Then, my friend said that Dr. Sir Ziauddin Ahmad wants to support 
the Government. Is there anything wrong in it, in view of the fact that 
t.hf'! minr.inlfl underlying the Bill is one which has been strongly advocated 
by everybody in this country. except perhaps by a handful of people who 
do not want to pay their share for the defence of this country? During 
the Budget debate it was brought to light that the country has to bear 
eight crores defence expenditure. Where is the /Doney to come from? Is 
it to come from the poor consumer who had been paying to those people 
who will be paying excess profits? Should he be made to pay again to 
the Government of India? No, certainly not; all these eight crores should 
come entirely from those who have made profits on account of war. That 
was the view of Dr. Sir Ziauddin Ahmad. I am sure everybody will 
agree that those rich people and mill magnates who have been making ex-
cess profits as a result of the war should pay their share out of their excess 
profits for the defence of this oountry. But what is the pos\tion? We 
find that these people have been very lucky in that the Government have 
shown very great consideration to them by taking into account only half 
of the extra expenditure; that is to say, they are taking ollly three crores 
out of the eight crores and they are throwing the extra burden on the other 
consumers who have been all along paying in various ways on account of 
the increased cost of living. My friend was saying that he would have 
opposed it tooth and nail if he could do so, and after saying that, at the 
last moment, as in despair. he is pleading for mercy to the Finance Mem-
ber to show some consideration for the unanimous demand of the people. 
Who those people who have made this unanimous demand are, I do not 
know. At least, as far as the Assembly is concerned, there has been no 
unanimous demand. In fact there is no unanimous demand on anv matter 
in the House. If there had been a unanimous demand from ~ country 
as a whole, one could have understood it, but as far as we know, ')nly 
5,000 people will be aftected by this measure, and their number is really 
negligible considering that 86 orores of people inhabit this vat country, 
and if a referendum were taken, it would be found that the entire swn. 
abould be met from the excess profits. 
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Then my friend said whether the Finance Member will ask those 
people who will collect the excess profits tax to examine their account 
books to see whether actually profits have been made entirely as a result 
()f the war conditions or not. He al80 observed that people have been 
losing and how such people will be taxed. The whole principle of the Bill 
is that it will be applicable to only those people who make excess profits, 
and not to others. If people have been making a los8 during the last two 
years, and if in this year they have made a profit, that cannot be called 
-excess profit, because there was no profit made last year. The excess pro-
fit will mean only Buch profit as has been made as a result of the war. 
The only difficulty is where people have been making a tremendous profit 
taking advantage of the war conditions, and the poor consumer had to pay, 
and the consumers now want that the extra expenditure incurred as 8 
result of the war must be met by those people who have benefited by the 
war conditions, because those extra profits would not have accrued to 
them if the war had not broken out. Therefore, he is perfectly justified in 
-saying that 50 per cent. should be taken out of him. I do not think that 
that limit is very excessive. To my mind, it is quite all right . 

.An JlaD.oara.ble Member: It is 60 per cent. in England. 

Sir Muhammad Yamin Khan: I do not mind if it goes a little furthe;.-, 
I am ready to go up to the limit of the defence expenditure . 

.An BOIloarable Member: To any extent? 

Sir Mohammad Yamin Khan: Up to the limit of the defence expen-
ditUl'e I do not mind. (Interruption.) God helps those people whose 
money is taken away by thol!e people whose draining they cannot stop, 
and God helps in this way that Government comes at least to their rescue. 
I do not think that the limit which has been raised from Re. 20,000 to 
Re. 80,000 is welcome to this House. It is not desirable: I should ask 
that Re. 20,000 should stand. If a man has made Ra. 20,000 and even 
:above ~  if he calls himself a poor man, I do not know what to say. 
In India the average income of a person is five pice a day, he cannot get 
even two meals a day. That is the average income of the poor consumers 
in. India, and jf Rs. 20,000 is supposed to be a small sum, then I do not 
-think you can find anyone in this oountry who can support Buch an idea, 
.except those who themselves get that income. 

I need not repeat what I said on the former occasion. The principle 
-w;tderlying this Bill is welcome to the masses of this country, and they 
-will whole-heartedly support it. They would like that people who can 
'bear the burden should bear it to meet the extraordinat:Y expenditure on 
:account of tIle war. I do not want to repeat what I laave said. I only 
-wanted to deal with the speech of my Honourable friend, Sir Abdul Halim 
Ghuznavi, and that is what made me get up and give 8 reply 80 that there 
may not. be any misunderstanding left in the country or outside this country 
that the public is of his view. I want to make it perfectly clear that the 
countt:Y is on the side of the Bill and the principle of this Bill, and nobody 
-will like to oppose it tooth and nail like Sir Abdul Halim Ghuznavi. I 
support the motion. 

Kr. M. S. ADq: Every Member .... ho ~  up in this House today and 
yesterday to speak to the motion moved by the Honourable the FiDance 
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Member had' generally to say something in praise of the work done by the 
Select Committee. I do not want to deny the credit which is due to the 
labours of the· Select Committee in improving the. Bill and making it some-
what less rigorous than what it was in its original form. 

Sir E. P. Mod,.: Thsnks . 

. Mr .•. S • .ADey: I am receiving thanks from my Honourable friend, Sil" 
Rami' Mody. As you know and as Honourable 'Members of this House 
know, I Was one of those who opposed this Bill on its principle and opposed 
the motion for referring it to a Select Committee also. I am inclined, there· 
fore, to view it from the point of view of certain definite principles and 
express my views as to how far what I regarded to be objectionable features 
:>f the Bill have ~ obviated in the report of the Select Committee. 

In the first plaee, the main object of this Bill has been to impose taxa-
tion upon those profits which were obviously due to war conditions. Of 
course, I quite agree with some of the ~  mog.ue plausibly that 
it is always difficult to make a clear distinction between profits solely due 
to war and profits earned during. the war period.' That sonaf distifl.ctiob it 
is difficult to make no doubt, but one thing one has to bear in mind is, that.-
the main object of thiS Bill is to take away from the people what can reason· 
ably be shown as having been earned by them' on. aecouqt ·<<If war conditions 
-and it is also further intended to raise that money for the purpose of 
meeting the extra expenditure which the State "h. to incur on&cl!lOunt of' 
the prosecution of t1l.e· war. It was for this reason that even the Members 
of the European Group, while they gave their general support, to the 

~ l  .of ~ Bill, reserved their opinions upon certain details till the 
full piQture' of the finll'Dcial position was presented to them. What ;\\';113. 
the principle underlying that statement? It was to find out what WSfO 
the ~ extra liability which the ~  w.ould have to incur 011 accouut 0: 
the prosecution of the war, and until the precise nature of that liabilit) 
was ascertained, they did not think it proper to commit themselves to any 
particular percentage as a proper percentage for taxation for the purpose of 
raising this new tax. Therefore, we have to. see two things in this con-
nection. One ill, what is the total amount require.cl for the WaT? An 
emergency tax of this nature is intended to cover the expenditure necessary 
on account of the existence of the emergency itself. So, it must be limited 
in ~ . It must be intended only to get so much approximately as 
is likely to be req\lired on account of the existence of the emergency, and' 
it must not at nIl go beyond the period of emergency. Theae two condi-
tion!! are necessarv and I want to see whether suffi.cient care has been 
taken to observe. these two conditions which, in my opinion, ought to regu-
late.8 measure of taxation of this kind. . 

Now, Sir, it is admitted-and I am not going to dispute that fact 
because my Honouiable friend, the Finsnee Member, must haTe shown to-
the Membprs of the Select Committee all the8ecrets which are denied to us 
mortals who had DO access to' the Se!ect Committee--that the Finance-
Member may have presented them all the detailed figures showing 'how the-
estimates are made about expenditure and why he regards three crores 
aa the ~ l  amoubt ,that he ean make oulof tbii and tiO .on; ~  accept 
hia tipe, that he is liltely to get, out of'thill three croree of rupeea. - I 
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think that is the figure which has been given out as a likely amount. I 
assume that he is likely to get three crores. It may be a little bit more' 
0:" less. I have not got the figures tl) say that he is bound to get more' 
than that but the second condition bv which he is bound was that. 
1:£. has to make these three crores out of what we consider as war profits. 
Now, for the sake' of finding out those war profits, one test has been provided 
and that was this, that a certain profit is to be taken as a standard profit 
and whatever is made in excess of that is presumed to be due to conditions 
existing on account of tlie war. That is known as excess profits and that 
excess is only to be taxed. If that is so, the one thing which I will insist 
on is this, that for the sake of finding out th.e standard profit you DlUst 
DHow the people to take up that year in which war was not in existence-
and yet they made the highest profit. The year in which they were able 
to make the highest profit and when there was no war can be taken as a 
proper year for ascertaining the highest capacity of making profits out of 
the industry without the aid of war conditions. Is that done here? Tha-
one point on V\'hich the majority of the Rpeaker!! in this House congratulated 
the Finance Member on having made a very' good concession is that the 
highest year is allowed to be used by him inthis Bill. But let us see how 
has he used it. He has'not taken 1988 by itself. He wants to couple,that 
year with another year and strike an average' and take that 8'Verage as the 
hasis for the sake of ascertaining the excessprtifits for that year. I want 
tt) know why. I have read the report .. ",'.' . 

The Honourable Sir Jeremy ltalIi:ull: Becaulle it roust be compared 
with i10 average . 

. Mr. II. S . .&ney: I am not sure. 'l'he ; theory of average is entirely 
difierent from the theory of finding out thehigbest income which an indus· 
t.ry or business has made in any particular year 'When the war was Dot iD . 
~  ~  to that . limit you must allow the profits made during the 

courS8 of .the. war also as possibly made an account of its ,normal expansiao 
and not otherwise. That would be the proper way of COD.truing aDd look .. 
~  at ~ thing. Therefore, if the year 19iJ8 .was a proper year, I do·not 
~  that year to be ~  with the year 1989 and then strike' lID 

average. By striking an average the highest profits are not taken into 
account by themselves but there is an attempt to reduce those profit. by 
n certain fraction on account of the lower profits of another year being added 
on to them and thus 8' lower figure is obtained as the basis. This is 
mconSistent with the very idea on which the standard profits. are to be 
assessed. If the idea underlying is what was the average profit, wl)y nQt 
take ten years and find out the average. ~ is a minimum ana any-
thing in excess of that may be called an excess profit, My position is 
this. Although it is an improvement upon the old situation, I do not; 
tlink it is carrying out the principle qf option in its proper sense if we 
allow the mechanism of option provided for in this csse to take the year 
1988·89 or 1939·40 together in order to find out the average thereof. 1 
do not think the concession is carried out either peacefully or flaithfully 
and a fair opportunity is given to the ~ l  to make such option Sa they 
deem proper far the s8'ke of choosing t'fIe highest year of profit. By the 
acceptance of average income for two years it! is not merely the excess 
profit that is taken into consideration, but a fraclion of normal profit is 
also included therein. There is also another thing. If we -are to take only 
wllr profits into consideration, ] have not been able to ~ 1  no 
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convincing reason has been given-as to why profits made by Indian resi· 
dents in foreign countries should be included here unless it is really contend-
ed that. those profits were due to war conditions. That is another point. 
In that connection there are two objections which I want to take. When 
the Income-tax Bill was discussed, there was a good deal of controversy 
·over the question whether the accrual basis should be taken or the remit-
tance basis should be taken. For the purpose of the Income-tax Act 
'which was then passed at the instance of the late Finance Member and 
-our Honourable colleague who is present here at least for some time, Mr. 
'Chambers, that principle was conceded for certain reasons, because under 
the Niemever Award the income that was to be derived from the income-
tax was to' go into the divisible pool of the provinces who were going to be 
partners in that. That was a great temptation on which the Honoul'8'ble 
Members on the Congress Benches were persuaded to accept that impracti-
·cable and, in my opinion, mischievous principle for the purposes of the 
Income-tax Act. But if we are to accept the accrual basis and not take the 
Temittance basis I do not see any reason why that principle should be extend-
oed here now, because, I am sure, it has been made perfectly clear by the 
Honourable the Finance Member when he moved his motion for reference to 
the Select Committee, on some question being put by one of the Members 
-on this side-that so £81' as this tax arising out of this Bill is concerned the 
;amount of tax derived from the companies will be classed as corporation 
·tax and that derived from individuals will be considered and treated like 
income-tax and the latter alone will be taken into the divisible pool and so 
-on. It is perfectly clear that what we are going to get here is not a matter 
in which the Provincial Governments can have any share at all except in a 
ISmllll fraction which he calculated to be 30 lakhs, if I mistake not. Some 
figure like that' the Honourable Member gave. Therefore, the principle 
that was recognised by this House on a certain assumption cannot be 
accepted by this House for all purposes. The grounds on which it was 
'Possible to secure the consent of an important section of this House, with· 
out whose OO,-Operation it would have been impossible to pass that Act at 
that time no longer hold good and, therefore, I want to urge that it would 
be iniquitous to assess the foreign income on accrual basis for the purpose 
of this Act. Let it be RSsessed, if it is to be assessed at all, on remittance 
basis. 

'rhere is another reason why this point should be taken into considera-
tion in this "onnection. I ~  teld .• that there is an embargo >1n the 
removal of money from cerllun countnes--the export of ,currency from cer-
tain countries. If that is so, whatever profits they may have been maki!!g 
they will not be available to the Government here, at least during the 
year of taxation. They may be available at any other year and when they 
will be so available here for purposes of taxation, probably the value of 
that tax, in terms of Indian coin, may not be the. same when the &SHU-
ment is being made. So all sorts of difficulties are likely to arise. 
Thirdly, as I have maintained at the very beginning, I have not been 0011-
vinced, at any rate no serious arguments have been advanced by anybody 
and ~  have simply been taken for granted, that the profits which 
these businessmen, resident in India, are making in foreign. countriea 
have got any relation at aU to the existence of the war conditions and so 
on. Therefore, for all these reasons the best course would have been to 
eliminate that source of income altogether from the mcome to be claawd 
:for the, purpose of asseBSiDg the excess profits here. 
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Then, one point on which the Hcnourable :Member was given great. 
eredit and I also concede that as imprc.ement in the right direction though 
not quite up to my satisfaction. was this. We maintain here, as J l!ave 
already stated at the beginning also, that this Bill should be limited onl, 
to the period of the emergency. So I would have liked the Select ConI-
mittee to make a proper change in the section so as to lay down that this 
Bill will remain in force till the hostilities continue or something like that, 
with power given to the Government for its extension if necessary fer a 
further period till all the tbings in connection wfth the war are settTed and 
so on. Now what is now done is something which some persons think is a 
great gain acbieved. The existence of this Act is limited now to March, 
1941. Am I right? Thaf is, for a period of· one year, and it is thought 
that next year when the Finance Bill comea on they will hsve to go on 
again with the same provisions in the Financt5 Bill for extending it to the 
yesr 1942 and so on. I quite see that. But I think there is a good deal 
of difference between this position and the position which I have suggest-
ed. II there be a clause or provision in the FinaDce Bill to this effect that 
the year 1940 in the Act relating to exce!lS profits should be changed into. 
the year 1942, I am sure I will not be allowed to move any amendrr.ent in 
thiR House which comes to touch the otber parte of this Act. We know 
the position every year aud we know how it is impossible to review the 
entire position of tbe Acts referr-ed to in the l-inance Bill. At most, what 
will be conceded will be the rate; that may be modified by first getting 
the permission of the Governor General to move a suitable amendment to 
tb8t clause. Even in that case the difficulty would be the same, if OIlT' 
amendment seeks to change or nry the rate to be imposed, probably WI! 
may require the permiBBion of His Excellency the Governor General. My-
position is t·his. What was wanted was an !.nnual review of the situation 
and of the operation of thil Bill throughout the year and if that annuar 
review required that certain proviSions of thil Act should be· entirel:,-· 
changed, that the basis of Rs. 80,000 should "be raised to RI. 40,000 to· 
HI. 50,000, nothing could be done. There is no power given lor a real 
and effective review of tbe working c,f this Bill during the yeat" by the 
manner in whicb the change is brought about bere. So, although it may 
be that for tbe time being we, are being taxed for one year, I venture to 
tell you that you are being taxed for 81 many years 88 the Government of' 
India would like to tRX you in this matter. Except for a te03hnical latis-
faction, tbere is no real gain and I do nol know why Sir Romi Mody· 
thinks that a substantial advance is made here. 

Sir E. P. JIody: Because the KaURa is able to reduce. the rco.te to say,. 
five' per cent., if it wants to. 

JIr. K. S. hey: I am not contemplating that extreme litoatlon here. 
My point is this, tbat if the Governml!nt really wanted to concede the, 
position that it was necessary to give this House tbe opportunity of 
annually reviewing this thing, then .they: must come out with a ~l . 
Bill next year for tbe sake of getting It pasled or they must defirutely 
state tbat they only want to keep it in force d:iring the period of tbe war. 
That alone would give an opportunity of reviewing the whcle position, and 
not merely by requiring ilie Government to make that little change jn the, 
Finance Bill. That does not satisfy me at any rate. That was not exactly 
the position taken up by most of tbe non-official Membel'll of the ~ Il . 
also. The third. thing was this. I really do not UDderstandwhy, m ex-
empting certain kinds of loans, such as the loans given by tbe Bank", £he· 
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10ana which will be advanced by bankers who are not banks should not 
~  any exeJIlption 4ere for the purpose of this tax. What the teehrucal 

difteMDce is between the two kinds of loans really passes my comprehen-
.sion. I am reliably told by those who are engaged in big industries and 
small industries in India that it is difficult for Indians running small in-

~ to apply succeBBfully to these big banks with a view to getting 
.any loans whatsoever. If that is the correct position, then I am sure we 
are creating a handicap on the Indian industries of the werst type during 
the period this act shall be in force. We are keeping .those Indians who 
are interested in the expansion of Indian industries under a great handi-
cap. The sources from which they are likely to get their loans are not 
exempted from the concessil)n ~  is extended to the leans advanced by 
banks. What ill the reason for that? In the Report I did not find any 
sound reasons given anywhere at all. So on this peint also I feel some 
difficulty that due attention has not been given in the Select Committee 
to the claims of Indian industry in regard tv this !natter. Sir, I have 
~  that although I should ~ prepared to accept we principle that for 

the purposes of war profits -such war profits should be taxed, still I would 
lay down one or two conditions. Firstly, you must tax tholle that are 
.capable of bearing it. Secondly, your taxation must not be such as to 
impede the progress or the extension of Indian industries. Whether that 
important condition to which I at least attach importance has been duly 
lborne in mind in making improvements in the old BiB and in preparing 
the report of the Select Committee, is a point that shc'lld l~. he 
.considered, but as a result of such attention as I was able to bestow on 
this Report and with such knowledge of industries as I have been able to 
gather myself and with tha help of ECrme friend. interested in industry,1 
have not been able to see a.nywhere that tiiis point of view has bAen steadi· 
ly kept in view in considering this Bill. Therefore, if this higher taxation 
which is being imposed now is retained, there is every likelihood that our 
industries will be greatly handicapped and the ~  of industries will 
be seriously jeopardised. 

There is one more point and I shall finish my speech. Now between the 
-4 P.II. old Excess Profits Act of 1919 to which frequent reference was 

. niade. both ~  as. well ,;,-s in ~ previous debate and the pre. 
sent BIll there IS an Important pOInt 1)£ difference. It has been riohily 
brought to the notice of this ~ smd the "S:onourable the Finance },Iem. 
ber that that Eill was introduced into the House after profits were made 
and earned for some years. And then it was only a matter of calculation 
and they took their share from it. But what is the position now? Here 
we are taxing the prospective gains. We expect the people to make gains 
()n account of war conditions and yet we want them to start their business 
with a handicap that 50 per cent. of their gains will be diverted towards 
the Government treasury as a war profit. Between these two pl)sitiODs. 
from the point of view of the industry, there is a good. dp.al of difference. 
When there was no such handicap, people did make money and earned 
profits. But when there is a handicl\p at the very beginning they would 
not be able to expand their business in such a way as to take' full advant· 
age of war ~ I  which are ('oming into existence. Whatever natural 
expansion ill required to take full advantage of the conditions that come 
into existence on account of the war will be impeded because ~  this 
handicap at the very beginning. So, taxation on prospective income 8!ld 
taxation on income already earned are two different thingll and there is a 
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good deal of difference between the two. You are now going to jax the 
~ income and we ha'\'e hardly 'gone through sut or seven months 

of the war. The year is yet to expire. NrJw, the business would ha'/e 
gradually adjusted itself to take advantage of the conditions, but when 11 

serious handicap like this is introduced at the very inception of it, I think 
that work is likely to be considerably disturbed and we may not be able, 
therflfQre, to get such advllntage out of these war conaitions as we would 
otherwise have got. Sir, I do not want the businessmen t;Q disown the 
liability they owe to the State for making a ~  to the war. I 
do not wllnt that. But, at the same time, the State must see that they 
makp. the real profits. If it is the intention of the Government ~  the 
Indian industries ought not to be able to expand during the war period in 
such a way as to become a menace to the ind1Jstries nt home, then we 
must oppose this Bill. The introduction of this Bill has already put down 
the prices of the agricultural commodifies in ~  country. I 

The Honourable Sir . ~  No. 

Mr ••• S. bey: 'I beg to differ from the Honourable the Finanoo 
I~ . He is an authority on this question but I am saying this from 
my practical experience and knowledge of the conditions of the bazaar and 
I know wh$t the position today is. The cotton COUUllodity has suffered in 
its price.' The price of cotton coulmo!iities today are not the same at 
which t.hey were being sold before the publication of this Bill. The publi-
cation of the Report of the Select Committee did. not make any material 
change in the situation. '  . ,(, 

The Honourable Sir. Jeremy l ~  l l ~ l  ,which ~ . 1  
affected by the Excess Profits Tax Bill recovered after the publicatIon of 
this Report . 

.-r. K.S . .&ney: It would besqme time when my Honourable friend 
will be able to explain in such a way that I should be able to unde1'stand 
it. For the present I cannot accept that ~  a.a indicating a I!tate 
of things as I understand It. , 
Sir, the one point which I urged at the ~ was that, however, 

you may tax these big men, they are too shrewd. I have already given .. 
certificate to my friend, Sir Romi Mody, that they·can never pay it out of 
their pocket. . 

BJrH. P.:Bocly: I eannot pay it out of the Fmance Member'. pocket. 
Can I? 
. , 

:Mr ••• s. eey:' 'Therefore, the only man's pocket he can touch IS 
mine. He haR it both ways, In the Select Committee he wanta.to touch 
the pocket of the Finance Member 

Sir H. P. JIody: l am not very ~ l  as to whose pockets I touch. 

Kr ••. S. Aney: Sir, when I look at all these things, I do not think 
that the Bill haa come up to that standard wbP.re I could have ~ 1 
ed the Members of ~ Select Committee on Their achievements, although 
they bave made certaIn improvements I cannot oongratulate the Hl)uae 
also for a piece of legislation that is being preaenf.ed before it for their 
approval. . I, therefore, oppose the motion before the &uae. 
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Honourable Kembers: The q1lestion be now put. 

Kr. Deputy President (Mr. Akbil Chandra Datta): The question id. 
"That the que8tion be now put." 

[While the bell was ringillg, :M:r. President (The Honourable Sir 
Abdur Uahim) resumed the Chair.J 

The motion was negativtlJ. 

Pandit XriBhna Kant Kalavi,.a (Benares and Uorakhpur Divisions: Non-
Muhammadan Rural): Sir, I am very thankful to the Members of the 
Treasury Benches for not challenging a division and giving me an opportu-
nity to have my say. It is difficult to improve upon. the speeches or the 
debate that we have heard today. We have had a first class debate. My 
Hunourable friend, Dr. Sir Ziauddin Ahmad, provided an excellent fare, 
my Honourable friend, Sir Homi Mody, brought us Poona strawberries 
anu my Honourable friend, Mr. James, supplied us with cream and iIo 
sumptuous treat. As the day advanced and the evening approached, my 
Honourable friend, Sir Abdul Halim Ghuznavi, provided us with ginger, 
gb and bitters. I say, Sir, that my Honourable friend, Sir Abdul Halim 
Ghuznavi, allowed himself to be beaten by that old Abdul Halim Ghuznavi 
VI ho used to be amongst us in 1904, 1905 and 1906 . 

.An Honourable Kember: He was wrong Ghuznavi then. (Interruption). 

Pandlt KrtIIbDa ][ant 1Iala.viya: I think he was right then and he was 
right today. Naturally, Sir Abdul Halim's gin, ginger and bitters went 
to the head of my Honourable friend, Sir M;uhammad Yamin Khan. He 
lost his balance and he thought that Sir Abdul proclaimed to the world 
that we are not supporting the Government, that we do not support the 
principle underlying the Bill and he became most anxious with his body 
and soul to shout, I am the most loyal, and we are the most loyal servants. 
As is natural the Leader of my. Party saw that his friend sitting by bis side 
has lost his· head and he provided sanity of judgment. 

Sir, I was not anxious to speak. I am even now not a.nxious to speak 
for more than a few minutes. All that need be said has already been said 
lw mv Honourable frj'mds. But I am interested in those adventurers of 
IIi" cOuntry, those traders w'bo, at the risk of their lives and property, go 
to' foreign countries just to earn a living, earn small profits and thus add 
to our national wealth. While the Income-tax Bill was before the House, 
I fought for these friends. I am still of the opinion that these brethren 
I)f ours, who trade in foreign countries and who are not provided with any 
facilities or any help by this Government and who at times are put to great 
hardships and even ruination of their businesses, just as it happened in 
the case of friends trading in Abyssinia and Spain, need encouragement and 
8])t!cial concession. I think their csse stands on quite a ditlerent footing 
than the caae of those friends who are amidst us and who have, at least, 
got behind them the protection of the British bayonets. I, therefore, 
plead and request the Honourable the Finance Member to consider the 
o!\se of these friends of ours more favourably. allow excess profits tax 
paid abroad in. non-Empire Countries to be deducted to the fullest amount 
and not to the extent of a. half only and, at least, be guided by the 
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ol>iuions of my Honourable friends, Mr. Sheehy and M;r. Chambers. who 
I know are inclined to be considerate so far as these foreign tradeiB are 
concerned. 

Let me now deal with an important question affecting 'foreign incomes, 
~  is, double taxation. Clause 11 of the Bill provides that. if a person 
pays excess tax in the United Kingdom or in a.D:3 Empire country, then by 
virtue of reciprocal arrangement, relief is given in respect of excess tax 
paid in India as well as Empire countries. In such cases, Indian Govern-
ment refunds half the balance of the excess tax, so that the excess' tax is 
borne only once, but under this arrangement Indian Government make 
a \'ery heavy sacrifice, because most of the relief goes to foreigners as 
there are very few Indians in the United Kingdom who can take advantage 
of the relief arrangement. 

The present policy of taxing is bad. If foreign enterprise is to be en-
couraged, then it is necessary that the burden of taxation on foreign ac-
counts should not be heavier than t.he hurden on Indian incomes. Under 
section 49-D of the mcome-tax Act, if a person pays income-tax in foreign 

~  t.hen he does not get complete relief from double taxation Rnd 
he has to bear inconle-tax Ii times more the income-tax which a person 
making income in India bears. I have had a talk with my l~ 
friends, Mr. Sheehy and Mr. Chambers, a.nd I only hope and trust that. 
they will advise the Honourable the Finance Member to concede the demand 
of these brethren of -ours and see that justice is done to them so far ae 
double taxation is concerned. 

There is another piece of injustice which the Indian traders in foreign 
countries have to suffer. Under clause 12, sub-clause 2, excess tax which 
is paid in the United Kingdom or in the Dominions of His Majesty'. 
Government is allowed as a deduction of expenditure for purposes of 
income-tax. That is to say if a person has made an income of one lakh 
fifty thousand rupees on which he has to pay exee .. tax of fifty thousand. 
then his income for income-tax purposes is t.O be not one lakh fifty 
thousand, but only one lakh of rupees, the excess tax of fifty thousand 
is allowed as expenditure. The Government ha.ve not extended tihe same 
benefit to IndiaIi traders in non-Empire countries. This is a very ~ 
and proper demand and I request the Honourable the Finance Member to 
ilee that justice is done and t.hat. these friends Il1I8 allowed the same con· 
cessions which are allowed to the traders in the United Kingdom although 
they are trading in nOD-Empire countries. 

Another question which has been dealt wit.h by my Honourable friend. 
who have spoken before me is with regard to luctuations. We are told 
that . this Bill is in,t.ended to tax abnormal profits and not normal profits. 
Now, let me illustrate how normal foreign profits also come under this Bill. 
Suppose a person makes an income of 66 thousand guilders in Java, i. 
the standard period. At the rate of exchange appropriate to this ~ 
his profits in Indian currency works out at one Jakh. Now suppOSe he h .. 
made a profit of only 60 thousand guilders, in the chargeable accountiDl 
period, that is, he has made a. profit helow even his normal profit. Because 
sterling ha. sone down, the value of the guilder has gone up temporarily 
aIId his profit. worD out to one lakh and nine tbouuan.i; under this Bill he. 
will have to pay excess tax of Bs. 4,500, The trader has made on the 
cODtrary leas profit, than his JJormm profit and it is inequitous that he 
should be made to pay excess tax on his proats. I therefore request the 
Honourable the Fin801lC8 Member to exclude from this Bill profits which 
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are not excess profits, but which are fictitious profits owing to exchange 
fluctuation and I would ~  the Honourable the Finance Member to 
giVEl assurance to this House that the Board of Central Revenue would 
in actual practice exempt cases ).ike these from the purview of the" Excess 
Profits Bill. I do not want to take up any more time of the House but I 
hope that in consideration of these questions the Honourablp. the Finance 
Member will consult my B;onourable friends, Mr. Sheehy and Mr. 
Chambers, and if he finds that they think that ours is a just dema.nd, he 
will concede it. 

The Honourable Sir hremy Batsman: Sir, in replying to this debate I 
do not propose to endeavour to traverse all the points which have been 
raised most of which will, I have no doubt, be mised again on the consi-
deration of the clauses and in connection with the various amendments of 
which notice has been given. I shall, therefore, confine my remarks to . 
the more general aspects of the Bill and I should like to deal first with 
the repeated assertion that this measure, even in its present form, will 
tax not l~ excess profits but normal profits or. as the criticism is some-
times put, that it is a measure which will tax profits other than war profits. 
If what is meant is that there will be a certain category of profits which 
cannot be proved by a strict process of demonstration to be due to the war 
and that the tax will be levied on such profits, I agree that that is the 
case. But I am not prepared to admit that that is necessarily a serious 
criticism of the measure. The principle of this Bill is not the taxation of 
profits which can be demonstrated to be due to the war; it is the taxation 
of excess profits arising in war time and in war conditions, because it is 
based on a principle of priority of taxation, namely, that the cost of the 
additional defence measures should be borne in the first instance by those 
who in the conditions of war find themselves not worse off but better off. 
Now, I myself believe that the vast majority of people who find themselves 
better off during the war are better off because of the war. The economic 
conditions of modern states are so organically inter-connected that it is in 
my opinion impossible for so powerful a factor as war to be applied to the 
economy of a fltate without affecting every aspect of it; and I attach very 
little importance to the theoretical or metaphysical case which is 80 fre-
quently stated of a business which is making profits in the war but with-
out any connection whatever with the war. However, even if I granted 
that such a case can exist, what does it amount to? It amounts to this. 
You have to raise revenue in order to meet the additional expenditure 
which is thrust upon you and which you have to assume in war time. In 
looking round for the sources of your new taxation, will you refrain from 
taxing definite war profits because it ca.n be argued that any measure 
which is devised to tax war profits will also pOSBibly affect a small number 
of persons who, though they are making additional profits during the war, 
are perhaps not making additional profits because of the war? 

Now, Sir, I come to the question of the standard period. And here I 
must admit that the criticism which touched me most is that of my 
Honourable friend, Sir Ziauddin Ahmad, because he represents a point of 
view which is in my opinion very inadequately represented in this House 
and because it is a point of view with which I have the utmost sympaihy 
and a point of view which I believe should, undoubtedly, in any healthy 
state and le,islature be constantly before the minds of those who are 
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responsible for economic and fiscal policy. Sir Ziauddin Ahmad is not 
satisfied with the additional option which has now been given to the tax-
~  and I understand the reasons for his disquiet. But the situation in 

which I found myself was this. There are certain industries, and they are 
~  ~ ~  . in regard to which ~ held and still believe that they 
like many mdustnes m Europe were eammg substantial war profits during 
the period ~  ~  to ~  the ~  ,!,ar' before war actually broke 
out. The Bill as ongmally mtroduced m this House was devised to tax 
those profits as well as the profits which have accrued and will accrue 
after the outbreak of war. But in the course of examining this question in 
the Select Committee and dealing with the criticisms which had been 
raised I came to the conclusion that there were also a number of industries 
and that there was a large field of commercial activity in India which was 
comparatively unaffected by the quasi-war conditions which had been in 
existence in Europe for a year or more before the outbreak of war. I, 
therefore, found myself in this dilemma that if T were to adhere to mv 
original scheme I would inevitably have laid under contribution certaiil 
profits which could not be represented as due to war conditions or even as 
arising indirectly out of war conditions. It was a difficult and important 
decision to take because, as my Honourable friend, Sir Ziauddin Ahmad, 
has pointed out, it involves very large sums of revenue. Nevertheless, Sir, 
l felt that I would be on stronger ground in basing the Bill on a broad 
principle of equity which would eliminate· as many cases of hardship as 
possible rather than in concentrating at this stage on the revenue aspeat 
of the measure. I felt in fact that it would be better that the Bill should 
be modified in the direction of greater equitableness and if necessary, and 
if our needs later on should so require it, that the incidence of the tax 
should be increased in other ways. 

I must admit that the blithesome character of the speeches made this 
morning were not entirely in accordance with my own mood on this point. 
In fact it may be said that the history of the Select Committee i" that 
up to a certain stage there waR depression in one part of the Committee 
and after a certain stage that was transferred to another part of the 
Committee. I have asked myself whether I am in the position of that 
young lady who, in a certain verse familiar to many of us, was fool-hardy 
enough to go for a ride on a tiger : the verse says they returned from the ride 
with the lady inside Rnd the smile on the face of thA tilZer. I asked 
myself sever8J. times., ~~  I have returned from the ride' in the Select 
Committee, which I undertook with my friend. Sir Romi MOOy, inside 
the tiger and whether the smile on his face is not sym.ptomat-ic of what has 
happened. But I have now explained flo the RofiSe that although the 
advantage to certain concerns which has resulted from this veryfmportant 
modification is extremely substantial, nevertheless I ielt that it was 
counter-balanced by a great improvement in the equitable incidence of this 
measure. 

I regret that even after going AD far, I have not been able to satisfy 
my friend Mr. Aney, who still thinks that it would be consistent with 
the object 'of this Bill to allow the aSBeSBee to choose the highest individual 
year which he enjoyed for, r do not know how long. My ~ l  
friend has failed to appreciate that the scheme of this Bill as I have pomted 
out more than once bases the calculation of the excess on the difterence 
between the average of the profits earned during the war and the actual 
profits of a. sta.ndard.. period. For example, if the highest year which my 
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friend, Mr. Aney, would concede tc the assessee showed a profit.of one 
lakh of rupees, and if that were taken to be the normal, then, durmg the-
war if the same· ai5Se8liee were to earn one, lakha year for every year of the 
continuance of the'war he would pay no excess profit. H the war con-
tinued for three or ~ ~  and he made four hrkhs which might well 
be two c:Jr three times the average of the income which he made in any of 
the previous four years of his business, then Mr. AIley would say that 
he had made no excess profits due to the war: Mr. Aney would say that 
the fact that he was able to repeat four times during the war the highest 
peak which he, had ~  attained in the last five or ten years had nothing 
whatever to do wit.!: the war. It seems to me that that is a serious over-
statement of the case. It seems to me that in conceding the average o! 
two years of high economic activity, we have adopted a basis of comparison 
which can only be regarded as exceedingly favburable to the assessee: and. 
what is the result? The result now is thBt any business which will pay 
exees<; profits is to be congratulated. If my Honourable friend, Sir Homl 
Mody, could be told now which are the businesses which will pay excet;s 
profits, he would by wise and rapid investment in shares be able to make 
n good deal of money. for it is obvious that those businesses will now not 
only have to reach but to surpass a very high level of activity. They will 
hElVe to be in a position to pay very high profits to their shareholders. 
before I can rank for part of the, dividend. 

. I was asked whether I could give an assurance that this measure was 
intended to operate only during the period of the war. I myself hav.) 
indicated that the object of this measure is to secure revenue to meet the 
additional expenditure on defenpe, and I consider that that statement bears 
its meaning on its face. My Honourable friend, Mr. Lalchand Navalrai. 
put two very contradictory propositions to me. Whilst on the one hand 
he waR anxious that this II\easure should be o1osely associated with wal' 
and with the prosecution of the war and the period of the war, he suggestt'ld 
on the oth!!r hand that part of the proceeds should be used for the develop. 
ment of industry or for some other purpose not directly connected with the 
war ..... 

Kr. ~ lll 1 1  (Sind: Non-,Muhammadan Rural): During the 
war. 

The ~ l  Sir tTenmJ BaJsman: It seemed to me that he ~  
inviting the very danger whiDh he wished to avoid, because once you sug-
gest ~ ~1 . ~ tax .~ .1  l ~  for any purpose other than 
that ot the .emergency, then. you really do OpU the door to ,a.Jl argument 
which is not without force that an excess profits tax should be levied at 
any time in order to provide finanoe for, desirable State activities. I am 
not ~ l  supporting that ~ . I myself have based the necessity 
for thls measure on the reqwrements of the emergency, on the requirement!> 
of defence; but some of my crities have aotually advanced suggestions. 
which would be dangerous, if not fatal, to their OW'D case. 

I come now to one other question which will not, presumably arise during 
t,he clauses clnd which perhaps I may deal with now; and that is the question 
of the r:ll$Chinery to administer this measure. I realise that this is a 
complex and highly technical measure, aQd .1 oao asswre the House that 
the question of the ~ ~ ~ it ou.t. has claimed IUld will continue. 
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to claim my very careful attention. I realise that it is of the utmOl1t 
importance that a measure of this kind should be not only efficiently 
administered but should be administered in a proper spirit and I hope to 
secure that the machinery to which the collection of this tax and the per. 
formance of the various duties under this me81mre will be entrusted will 
be suitable for its purpose. 

I do not think. Sir, I should detain the House hy dealing with Rny of the 
other points which have' been raised. because, as I have already said. 
I feel that they will arise on the clauses, and that I shall have 80 oppor· 
tunity of dealing with them then. 

Mr. Preaident (The Honourable Sir Abdur Rahim): The question i.: 
"That the Bill to impolle a tal[ on exceu profit. ariling oat of certain buiDealea, 

88 reported by the Select. COIDJIIittee, be taken into coaaiileratioD." 

The motion was adopted. 

Mr. PnIlden\ (The Honourable Sir Abdur Rahim): The House will no,: 
deal with the Bill clause by clause. The question is : 

"That claue 2 ataad part of the Bill." 

As Honourable Members know. it is not the duty of the Chair to call on 
Honourable Members in whose names the amendments stand to rno ve 
them, but when the clauses are called out, Honourable Members will risf> 
in their seats and move the amendments . . . . . 

Mr .... K. J'&m. .. : May I make a submission to you, Sir? Some 9.£ us 
have not had quite sufficient time to consider all the amendments which 
may be necessary to this measure. and I wonder whether the Honour· 
able the Finance Member would be willing, with your permission, to defe! 
the consideration of the clllUses at this stage of our proceedings, till 
tomorrow. 

The Honourable Sir Jeremy BaJaman: I have no objection. 

111'. Lalch&Dd lIav&lral: Sir, some. of us had applied for .anction for 
Borne of our amendments, and we have not yet got reply. 

1Ir. President (The Honourable Sir Abdur Rahim): If it is the desire 
of the House that the House should defer further consideration of this 
Bill till tomorrow ,the Chair has no objection. 

The Assembly then adjourned till EJever. o! the Clock on Friday, the 
15th March, 1940. 
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