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'LEGISLATIVE ASSEMBLY.
Friday, 9th February, 1940.. .

The Assembly met in the Assembly Chamber of the Council House
at Fleven of the Cloek, Mr. President (The Honouréble Sir Abdur
Rahim) in the Chair,

t '

—— Lo e 1oL
‘MEMBER SWORN::

Mr. Samuel Harrison  Yardley Oulsfiam, C.I1.E.."M.L.A.. (Government

of India: Nominated Official). -

' STAKRED QUESTIONS AND ANS{VERS. < ™

(a) ORAL ANSWERS.

PosTING OF MusLIM OFFICERS T0O THE DELHI D1vISiON OF THE NORTH WESTERN
: - RAILWAY. e

43. *Mr. H. M. Abdullah: (a) Will the Honourable Member for Rail-
ways please state whether his attention has been drawn to Bulletin No. @
issued by the General Secretary, North Western Railway Muslim Employees
Association, Delhi? o , .

(b) Is it a fact that the Divisional Transportation Officer, the Divi-
sional Accounts Officer and the Assistant Transportation Officer No. 2, at
present working on Delhi Division, are related to each other?

. (c) Is it & fact that orders have been issued for another relative of these
gentlemen to be posted to Delhi Division as Divisional Commercial Officer?

(d) Is it a fact that allegations have been made from time to time
‘against the anti-Muslim proclivities of these officers? -

(e) Are Government satiefied that {rom the administrative point of
view, it is ' desirable that the Divisional’ Accounts Officer and the other
Divisional Executive Officers should be related to each other?

(2 Is it o fact that the contemplated posting of the 8ikh officer as
Dividional Commercial Officer will mean the total extimction of Muslim
Officers from the Personne], Transportation, Commercial, Engineering and
‘Accounts: cadres?

. (8) Do Government propose to concider the desirability of posting an
,aaeq‘uate number of Muslim officers on this division? -

The Honourable Bir, Andrew Olow: ‘(a) I have seen a copy of the
Bylletin referred, to.”
-+.{b).. {c) and (f). Government have no information, but I would poini.;
out that a Muslim Divisional Commercial Officer was posted to the Delhi
Diyision in November; he has at present been deputed for special duty
to. the Railway Board, and I understand that it is the intention of the
General Manager, to repost him' to this Division on the completion of his
special duty. " 0
(221) A
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(d) An allegation of this character is made against one officer in the
bulletin to which the Honourable Member has referred but I am not aware
that it has any foundation in fact.

(e) It is not necessarily undesirable.

(g) The posting of officers to Districts or Divisions on any Railway is
‘s matter for the General Manager, and Government cannot agree that such
posting should be governed by communsl considerations.

Mr. Lalchand Navalrai: May I ask if it is a crime or if there is any
harmm in keeping two relatives in the same Divigion?

The Honourable Bir Andrew Olow! What I said was that it is not
necessarily undesirable.

Dr. Sir Ziauddin Ahmad: Is it the policy of the Government to make
the Divisional Superintendent a family affair? '

The Honourable Sir Andrew Olow: There is no such policy.

Dr. Sir Ziauddin Ahmad: The question implies that there are several
relations, not only in the office, but in the officers; grades. Out of five
officers, four belong to one family. Is it not a family affair? '

The Honourable Sir Andrew Olow: I think there are three, but this is
not out of five. I do not know the exact number of officers, but the
number is probably over 20.

DIFFERENTIAL TREATMENT METED OoUT TO MusrLiMs AND HINDUS BY THE
DivisioNAL SUPERINTENDENT, DELHI, '

44, *Mr, H. M. Abdullah: Will the Honourable Member for Railways
please refer to Bulletin No. 9 and state:

() if it is a fact thet a Muslim guard of Jind was reported by a
senior subordinate as sleeping on duty and that he wes award-
ed a punishment of reduction for six months for this offence;

(b) if it is ® fact that the Divisional Superintendent, . Delhi,
etthanced this punishment on appeal;

(c) if it is & fact that in a similar case a Hindu guard of Ghaziabad
who was reported as sleeping on duty by the same senior
subordinate was let off scot-free? What are the reasons for
this obviously differential treatment meted out to a Muslim
and non-Muslim in the sward of pynishment; =

(@) it it is & fact that a Muslim Interlocking Fitter of Saharanpur who
appealed to the Divisional Superintendent, Delhi, against the
orders of his reduction was told in reply that his punishment

- 'had been enhanced; ' ' : '

(e) it it.is a fact that, on the contrary, a Hindu, at present Elec-
trical in-charge at Bimla, was arrested and challangd by the
Government Railway Police for thett from s railway wegon;
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(f) if it is a fact that this clerk was also found guilty of .tampering

~ with railway records with o view to destroy the proof of mis-
appropriation of railway materials while working at Rohtak

and that the only p ment awarded to him for this offence

was his transfer to t.he relief list as wireman? Is it also a

fact that the same clerk was found travelling in a second class

ladies compartment with a Hindu lady special ticket examiner

and was dissharged in consequence but has since been re-

. instated : and

(g) if Government are satisfied that the punishment meted out to this
clerk is adequate and that there has. been nc differential
treatment in dealing with the case of the Muslim Interlocking
Fitter of Saharanpur and this man?

The Honourable 8ir Andrew Olow: (a) to (g). The matters to which the
allegations relate are not matters which are reported to Government or
which come under their review. I have, however, received mformal.ly
certain information relating to parts (a), (b) and (c) which gives some
indication of the reliability of the allegations. The facts, I believe, are
that the incident re'ating to the Muslim guard occurred not merely ‘‘some
months back’’ as the bulletin alleged, but in 1887, that the punishment
woriginally awarded was not six months, but three months, that the Divi-
-sional Superintendent did not enhance it to one yvear but to six months,
and that the personal file of the other guard mentioned does not indicate
that he was found guilty of any such offence. The General Manager has
full powers of control over the non-gazetted staff for disciplinary purposes
and Government have no reason for supposing that any communal dis-
crimination is shown in the matter of punishments.

Dr. 8ir Ziauddin Ahmad: May I draw the attention of the Honourable
Member that this question implies that there is a preferential treatment
in the case of punishments in favour of the Mussalmans and against the
Mussalmans in the case of promotion? Ts it not a fact?

The Honourable Sir Andrew Olow: I have said that I have no reason
for supposing that at all. The attempt is made, for example, in the first
part of the question, to draw a comparison between two guards. In both
-cases the alleged offences must have been committed some time back,
bhecause the records of the actual proceedings are not available. But there
is no evidence to show that the second man was guilty of any offence. I
have looked into this matter of communal punishment in connection with
other allegations not brought to my notice by the Members of the Assembly,
and I have almost invariably found that they involve an inaccurate aecount
“of events which are frequently in the distant past.

Dr. 8ir Ziauddin Ahmad: May I know whether - ‘the ' allegations men-
tioned in this particular question are or are not oorrect?

'l'hl Honourable 8ir Andrew Olow: I have given some indications of
‘the only set of instances on which I have information. I have shown that
“they cannot be described as entirelv accurate. ; .

A2
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Sardar Bant Singh: Fs it not a fact; you cennot adhere to the principles
governing such * cages, ‘because the facts of each case differ and the dis-
cretion of the officer should not be intetfeted with?

".I‘!'ho‘ Honourable Bir Andrew Olow: Facts do differ from case to case.

ALL®GEBD FAvoURITISM AND NEPOTISM IN THE ‘OFFIOE OF THE DIVISIONAL
BUPERINTENDENT, RAWALPINDI. .

45. *Mr. H. M. Abdullah: Will the Honourable Member for Railways
please state:

(8) whether his attenticn has heen drawn to the artxcle published
in the Daily Ingilab of Lahore, dated 12th July, 1939,
regarding the uffairs in the office gf. the Divisional . Superin-

~ ‘tendent, Rawalpindi; and

(b) whether enquiries have heen made into the allegations of definite
instances of favouritism and nepotism mentioned in this
communication; if so, with what result; if not, why not?

The Honourable Sir Andrew Olow: (a) Yes

(b) No enquiries have been made. Government are not prepared to

interfere with the discretion of the competent authorities in matters of
this kind.

Misust OoF CARD PASSES BY CERTAIN PERSONS ON THE NORTH WESTERN
RAILWAY.

46, *Mr. H. M. Abdullah: (a) Will the Honourable Member for Rail-
ways please state whether his attention has been drawn to a communica-
tion appearing in the Eastern Times, dated the 5th May, 1939?

(b) Is it a fact that the rules of the North Western Railway pro-
vide for severe punishment for misuse of passes?

(cj Is it & fact that a Hindu Head Clerk of the Rate Branch was caught
travelling on a duty card pnss whick was said to have been entrusted to
him for safe custody?

(d) Is it a fact that one Mr. Ashwood, Office Superintendent of the:
Delhi. Division, who similarly misused a card pass which had been entruat-
ed to him for safe custody, was discharged straightaway?

(e) Is it a fact that thiz Head Clerk of Rate Register Section whose
offence has been clearly established has not been similarly dealt with?

(f) Do Government propose to consider the desirability of reviewing
all cases of persons discharged for rimilar offences? If not, why not?

The Manourable Sir Andrew Olow: (s) and (b). Yes.
(¢), (d) and (¢). Government have no information regarding punish-
ments awarded to non-gazetted staff, who are under the control of General
- Mmgsﬂ except in'cases where an - appes] lies to the Railway Board.

() No. Tt would be impracticable for Government to exsmine -all
snc}:. cases
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Dr. 8ir Ziauddin Ahmad: The Honourable Member said that he cannot
answer & question in which the General Mansagers have got the final res-
ponsibility. Now, this thing is not correct. May I just point out whioch
we have said repeatedly on the floor of the House that the analogy taken
from the Provinces is not correct in the case of the Railways, because,
in the case of the Provinces, there is another Council where questions can
be asked, but here we are the only body who can ask questions about the
administration of the General Managers and other subordinates. There- .
fore, the statement of the Honourable Member, that because -this .case
comes within the purview of the General Manager, he is unable to answer
the question is not correct. '

r

The Honourable 8ir Andrew Olow: I did not make any such statement.

ALLEGATIONS OF CORRUPTION AGAINST A ('LERK IN THE DivisioNaL OFFICE,
RAWALPINBIL. L - S

47. *Mr. H. M. Abdullah: (a) Will the Honourable Member for Rail-
wayvs please state whether his attention has been drawn to the news
published in the Daily Ihsan, dated 8th August, 1939, and the Daily
Shahbaz, dated 6th August, 1989?

(b) Is it a fact that several railwav employees made allegatipns of cor-
ruption against a clerk in the Divisional Office of the Rawalpindi Division
before the Retrenchment Enquiry Committee who decided that this clerk
should not in future be given any responsible post?

(c) Is it a fact that Mr. Grindley, when Divisional Personne] Oﬁcer
at Rawalpindi, ordered this clerk to be removed from the Establishment
Branch to the Bill Section?

(d) Is it a fact that Mr. P. B. Chindwani, when Divisional Personnel
Officer, Rawalpindi, reduced this very clerk for acceptance of a golden
necklace as bribe while the person who gave the bribe was discharged ?

(e) Ts it a fact that this non-Muslim clerk is still working in the
Establishment Section of the Divisional Superintendent’s Office; if so,
are Government prepared to consider his removal to some section where
his corrupt practices may end?

The Homourable Bir Andrew Olow: (a) Yes.

(b) to (). I am calling for information and will lay a reply on the table
in due course. -

InvorcE TYPISTS ON THE NORTH WESTERN RAILwWAY.

48. *Mr. Lalchand Navalrai: (a) With reference to the answer to
part (d) of my starred question No. 207, asked on the 19th September,
1939, will the Honourable Member for Railways be pleased tc state what
action the General Manager, North Western Railway, to whom a copy of
the question was sent by the Honourable Member, has tasken in the
matter?

(b) Is it & fact that the Divisional Superintendent, North Western
Reilway, Karachi, in his letter, No. 522-E./20, dated the 20th Septem-
.ber, 1089, had informed the Invoice Typists employed in his division that
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their case for provision of some higher grade appointments will be:
reviewed in January, 1940? 1f so, what has been the result of that
review?

(c) With reference to the Honourable Member’s reply to part (c) of
my starred question referred to above, is it a fact that more than one
grade exists for the Invoice Typists in the Lahore Division? If so, why
the typists in the Karachi Division are dealt with differently?

The Honourable 8ir Andrew Olow: (a) to (c). I have called for informa-
tion and will lay a reply on the table of the House in due course.

Mr. Lalchand Navalral: Will the Honourable Member also kindly con-
sider the information that was given which is contained in paragraph 2
with regard to the revision or rather giving some higher grades of appoint--
ments to these typists?

The Honourable 8ir Andrew Olow: I have not been able to follow the
Honourable Member’s question. I said I haye called for information and
that related to all the parts of the Honourable Member's question.

TREATMENT GIVEN TO INDIANS RETURNED FROM GERMANY.

49. *Mr. Lalchand Navalrai: Will the Foreign Secretary be pleased to
state what treatment was given to the Indians who returned from Germany
and were held back and prosecuted? Were they convicted or acquitted'
and was the property in their possession restored to them?

Mr. 0. K. Oaroe: The Government of India have no information as
regards the prosecution, conviction or acquittal of any Indians in Germany,
nor do they know whether the porperty in their possession was restored to:
them.

Representations were, however, received by the Government of India
regarding certain Indian students who left Germany for England before
the outbreak of war and found themselves in straitened circumstances om
arrival in England owing to confiscation of their funds by the German
authorities. Tt appears that confiscation of currency from British Indian
subjects leaving Germany had been made under German Exchange Regula-
tions which prohibit the export of currency. It is not of cowurse possible:
to make any suggestions regarding compensation in war time.

1 lay on the table a copy of a Press note which shows what the High-
Commissioner for India is doing to assist Indians stranded in Germany.

PRESS NOTR.
Dated the 16th January, 1940.

INDIANS STRANDED IN GERMANY
HIGH COMMISSIONER TO ARRANGE RELIEF

The High Commissioner for 1India 8 in communication with the U. 8. A..
bassy in Berlin through the Foreign Office on the -question of assiating all British:
?diam, stranded in Germany. Arrangements have been made for the withdrawal
of British subjects, wherever possible., from Germany through the good offices of
the U. 8. A. authorities, who have been requested to provide travelling expenses:
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where necemsary and ‘to ‘give ‘all proper and possible assistance. Measures are: also
being taken to provide f& for.Indiens who sre still in Germany. In order to
facilitaté such assistance ‘it 'is’ niecessary that' velabives in ‘India whot.desiss to
yemit money ‘to ad Lddian .in Germany should give some indication of the funds
which would ‘be placed st the disposal of the United States suthorities through His
Majesty's Government, to cover mainienance and travelling expenses in Germany,
with a view to his eventual repatriation.

Before the wer hroke out there were in Germany 102 British civilians and 300
lascars. About seventeen of the civilians were students from India. Four of these
managed to leave Germany befors the war broke out but they were not permitted
to take any currency out of the country. They are mow in" land and the High
Commissioner for India is taking the necessary steps to assist them and to arrange:
passages for those desiring to return to India.

The U. 8. A. Charge-de-Affairs has provided relief where necessary to the 300/
lascars who have been removed from shipe of (German nationslity. The British
Government has arranged for the provision of funds to enable the U. 8. A. Charge-
de Affairs to continue to relieve disrtess. Arrangemenis for sending sapplies from
Great Britain are at present under discussion.

'

Mr. Lalchand Navalrai: May I know from the Honourable Member
what the High Commissioner did, with respect to the students who returned
from Germany in a very precarious condition having lost all their money?
Did Government give them any help?

Mr. O. K. Caroe: | think if the Honourable Member will look at the
Press Note, which 1 have laid on the table, he will obtain the information
which he seeks.

Dr. Sir Ziauddin Ahmad: Are Government contemplating to take any
action to recover the money which private individuals might have got in
-the Banks or business firms in Germany?

Mr. 0. K. Oaroe: I do not think it is possible to take anv action of
that kind in war time,

RaA1sING OF A NEW L0oAX ForR RalLways.

50. *Dr. 8ir Ziauddin Ahmad: (a) Will the Honourable the Railway
Member be pleased to mention the amount they intend to borrow on
behalf of the Railways during the years 1940-41?

(b) How the money borrowed on interest is proposed to be utilized?

(¢) What is the amount of the loan which is proposed to be spent on
remunerative work yielding income? .

(d) Who is the authority which sanctions the ,raising\c.)f a new loan
for Railways? '

The Honourable 8ir Andrew Olow: (a), (b), (c) and (d). In regard to
railway capital expenditure next year, I.would request  the. Honourable
Member to await the presentation of the Railway Bugget on, the 16th, of
this month. The documents which will then be made available to.the
House will give full information regarding the works contemplated in
1940-41. Capital expenditure on railways is financed from funds provided
by the Central Government, railwav revenues paying interest thereon to
central revenues. Should the provision of funds entail borrowing in the
open market, the operation is arranged for by the Central Government in
the Finance Department.
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BREAKING OF JOURNEY BY BulLway EMPLOYEES TRAVELLING ON DUTY.

51. *Mian Ghulam Kadir Muhammad Shahban: (a) Will the Honour-
able Member for Railways be pleased to . .state .whether any rules or
instructions exist permitting railway employees in India travelling on
duty to break journey after a certain distance 'to take rest? If not, why
not?

' (b) Is it a fact that under the present practice if a railway employee
has to travel on duty he must continue to travel hundreds of miles at &
stretch? If so, is the practice in: accordance with rules? > If not, does
the Honourable Member propose to issue instructions that ‘rules in this
case be observed? ' o

(c) If the practice is in accordance with rules, does the Honourable
Member propose to revise the rules permitting the breaking of journey
after a certain distance? If not, why not?

The Honourable 8ir Andrew Olow: (a) No. Distance travelled is mot
® criterion of work done. o .

(b) and (c). 1 regret that I am not olear as to the meaning of these
parts of the Honourable Member's question. If he has in mind officials
such as drivers and guards concerned in the operation of trains. the dis-
tances for which they have to serve at a time are normally fixed and are
not ordinarily excceded. But there would be no point in restricting, for

-example. the distance officials might travel at a time when going to a place
or places which they have to inspect, or on other occasions when there are
duties which require their presence at a distance from the place where they
happen to be. ' ’

TRANSFER OF ASSISTANT STATION MASTERS OR STATION MASTERS AS GUARDS
oN THE NORTH WESTERN RaiLway.

52. *Mian Ghulam Kadir Muhammad Shahban: (a) Will the Honour-
able. Member for Railways be pleased to state whether rules exist on the
North Western Railway for permitting transfer of Assistant Station
Masters or Station Masters as Guards? If seo, will the Honourable
Member please refer to the specific rule or order?

(b) If the reply to first part of paragraph (a) above be in the negative,
is it u fact that Guards can be transferred as Assistant Station Masters?
If so, why there are different rules for the two classes of staff?

(¢) Who has issued orders referred to in paragraph (b) abhove, whether
the General Manager or the Railway Board?

(d) Does the Honourable Member propose to remove the discriminatory
treatment accorded to Assistant Station Masters and Btation Masters?
If not, why not?

" e A i e i ST T

_ The Honourable 8ir Andrew Olow: (a) Government Have no information
with regard to the Subsidiary Rules on the North Westerd Railway. but in
the Rules issued by the Railway Board relating to normal channels of
promotion, there is no restriction on employees in one group who may be
fn every way qualified for a post in another gronp heing appointed thereto.
. (b) Does not srise. ' .

(c) The Railway Board.
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(d) I am not awere of any differential treatment. The groyp of
Assistant Station Masters. and Station Masters (Lower Grades) and the
group of Probationary Guards and Goods or Passenger Guards form separate
pormal channels of promotion to a common group which includes Assistant
Station Masters and Btation Masters (Higher Grades).

ProvisioN oF RENT-FREE QUARTERS TO INFERIOR SERVANTS ON THE NORTH
WESTERN RAILWAY,

63. *Mian Ghulam Eadir Muhammad Shahban: (a) Will the Honour-
able Member for Railways he pleased to state whether under the present
rules emplovees in the inferior service.of the North Westetn: Ruilway- deaw-
ing less than Rs. 80 per mensem are entitled to rent-free quarters?

(b* If the reply to part (a) above be in the affirmative, are such
employees who are not given raway quarters, entitled to house rent allow-
ance 1n lieu thereof? If not, why not?

(e) Ts it not a fact that some of them get free quarters, wl:ule others
are given no quarters nor hcuse ullowance in lieu thereof? What steps
does the Honourgble Memher prepose to take to end this discrimination?

(d) Is it a faet that at vertain stations the number of quarters is less
than the persons emploved in the infericr service? If go, what steps have
besn taken to remove hardship on the employees whe go without railway
quarters?

The Honourable Sir Andrew Olow: (a) All inferior servants who are
given quarters get them rent-free, but they are not entitled to quarters.

(b) The answer is in the negative. As there is no right to quarbers,
there is no right to an allowance if quarters are not allotted.

(c) and (d). The answer to the first question in both parts is in the
affirmative. Quarters are not available for all employees and the allotment
is determined primarily by administrative requirements. When the neces-
sity is established, additional quarters are provided from time to time as
funds permit.

EDUOATIONAL ASSISTANCE TO THE CHILDREN OoF EMPLOYEES ON THE NORTH
WESTERN RalLwavy.

54, *Mian Ghulam Kadir Muhammad Shahban: (a) With reference to
paragraph 593 (i) of the State Railway Establishment Code, regarding
educational assistance to railway employees’ children, will the Honourable
Member for Railways be pleased to state whether any. instructions have
been issued or rules framed by the Railway Board, to defirie the words

““8chool or Schools of requisite standard at the station at which he is
posted’’ ocewrring therein?

(b) Is it a fact that on the North Western Railway, a school-within a
radius of five miles from the station of employment of the railwayman,
in ‘oonsidered to be 'u‘school at the station, within the meaning of the
wording of rules referred to in paragraph (a) above?

(¢) Are Government preparéd to consider that:if a schosl i§ situated
#t a distance of one mile each way, from the station of employmrent of
the child's parent, hp g’hould be made eligible t.o educattonul nsmstance"
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(d) Wili the Honourable Member please refer to figures of educational
assistance given to Indians and Anglo-Indians during 1887-88 &s Ks. 8,679
- and Rs, 1,50,781, respectively, vide replies to the starred question No. 1887
during the last budget session, and state whether Government are aware
of the feeling that the assistance given to Indian children under'the rules
referred to in part (a) is considered inadequate?

(e) What steps does the Honourable Member propose to take to '.revi'né*'
these rules so as to allow tue admission of educational assistance if the
school is beyond & distance of one mile each way?

The Honourable Sir Andrew Olow: (a) Yes.

(b) Yes. Instructions were issued to this effect to the Railways con.
cerned as a tentative measure,

(c) and (e). Government have considered the question and the conclu-
sion, which was upproved by the Central Advisory Council for Railways,
was that the question was not one of distance, but of convenience. The
issue of rules to give effect to this decision is under consideration.

(d) No. I was not aware of this feeling but am prepared to believe
that most parents would always welcome further concessions.

Mr. Lalchand Navalrai: May 1 know, reading parts (b) und (c) of the
question, whether ‘‘five miles’’ mean about ‘‘five miles’’, so that it may
include '‘six miles’’ also? In the second part of the question, there is a
question about ‘‘one mile’’?

The Honourable 8ir Andrew Olow: Six miles cannot be included in five
miles.

Mr. Lalchand Navalrai: May I know whether the intention of the
Railway is five miles exactly to an inch or a little more or u little less?

The Honourable Sir Andrew Olow: I explained in the answer to parts
(d) and (e) that the issue of ru'es to give effect to the decision subsequently
taken is under consideration. That will alter the position.

Dr. Sir Ziauddin Ahmad: May I ask whether the figures given in (d)
are correct? ’

The Honourable 8ir Andrew Clow: I do not think T have got the exact
figures here, but T am not prepared to question their accuracy.

Dr. Sir Zisuddin Ahmad: May I aléo know at what meeting of the
Central Advisory Committee the decision was arrived at which the Honour-
sble Member has just referred to? _ ' ’

The Honourable Sir Andrew Olow: I do not recollect.

ProvIsiON OF RENT-FREE QUARTERS TO INFERIOR SERVANTS ON THE NORTH
WESTERN RAILWAY. . 3
B5. *Mian Ghulam Kadir Muhammad Shabhban: (a) Wil] the Honourable
Member for Railways be pleased to state whether it is a fact that employees
in the inferior service on the North Western Railway are entitled to rent-
free quarters if they draw Rs. 80 or less per mensem?
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(b) Is this concession of rent-free quarters allowed to them when
they are promoted to subordinate service posts, which carried the conces-
sion of rent-free quarters before 1st August, 1928, like other staff? If not,
why not?

(c) Is it & fact that under the revised rent rules of 1928, the privilege
of rent-free quarters is a personal privilege carried by an employee when
he happens to be posted to an appointment ‘which carried the concession
of rent-free quarters prior to the revision of rules in 1928? If so, why is
this discrimination agamst members of inferior service? Does the Hon-
ourable Member propose to remove this? If not, why not?

The Honourable 8ir Andrew Olow: (a) This appears to be the same
question as that in part (8) of question No. 58 and I would refer the
Honourable Member to the answer I have just given.

(b) and (c). The concession of rent-free quarters, after the introduc-
tion of new rules, i.e., from the 1st August, 1928, has been extended only
to those categories of staff who were entitled to rent-free quarters or house
allowance in lieu of free quarters, under the old rules. As this condition
is not fulfilled in the case of the inferior staff, they are not entitled to the
concession on promotion to subordinate grades. I understand, however,
that the question of extending the concession to certain categories of
inferior servants promoted to subordinate grades is at present under the
consideration of the General Manager, North Western Railway.

RE-WEIGHMENT OF LOADED WAGONS AT DELHI KISHANGANJ.

{56. *Mr. Muhammad Aghar Ali: Will the Honourable Member for Rail-
ways please refer to the Circular No. 4758-C. G./39, dated the 3rd Octo-
ber, 1989. from the Divisionael Commercial Officer, North Western Rail-
way, Delhi, viz., ‘‘average difference of about three seers per Kavara
booked from Quetta and about 1} seers per Kavara booked fromm Chaman be
taken as the basis for undercharges against re-weighments in reality’’; and
state:

(n) the rule under which freight is charged as mentioned above;

(b) the number of staff (supervisory, weighmen, paladars and
labourers) employed on 29th September, 80th September and
1st October, 1889, at Delhi Kichanganj for surprise re-
weighments;

() the number of loaded wagons which arrived at that station om
those dates; :

(d) the number of loaded wagons re-weighed by that surprise staff
on those dates and the number of weighing machines pro--
vided during those dates;

(e) the number of the staff, weighing machines, labourers, ordi-
narily provided for that work, during the preceding three
years; and ,

(f) whether the inspecting staff (General Manager, Chief Commer-
cial Manager, Divicional Superintendent, Divisional Commer-
cial Officer, Assistant Transportation Officers, Transportation
Inspectors, Inspectors of Station Accounts) ever re-weighed
such consignments during the preceding three years; if so,
with what result? ' .

t Answer to this question laid on the table, the questioner being absent.
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The Honourable 8ir Andrew Olow: I understand that no such Circular
was issued, so that part (8) does not arnse. The answers to the remaining
parts are:

(b) On the 20th September, 1939, the number of supervisory staff was
seven, on the 30th, six and on the 1st October, five. On each of the. three
dates, the number of luggage porters employed for the purposes of
re-weighment was nine.

(¢c) The number of loaded ‘‘goods’’ wagons received was:

September, 20th ... BN 28
September, 30th e 1(_)
October, 1st w10

In addition. the following numbers of loaded fruit vans were received :
S8eptember, 29th 10
September, 30th 11
October, 1st 10

(d) A proportion of the contents of each of the frmt vans was re-weighed
on one weighing machine.

(e) No staff are employed ordinarily on surprise re-weighments.

(f) There is no record available of the weighments and checks by
inspecting officials during the preceding three years.

PERSONS KIDNAPPED BY THE TRIBESMEN FROM THE SETTLED DISTRIOTS.

56A. *Bhai Parma Nand: (s) Wil] the Becretary for External Affairs
be pleased to state the number of kidnapped persons men, women and
children, from the settled districts bv the tribesmen during the last year?

(b) What is the total amount of ransom that has been paid by the
relations of these kidnapped persons in order to get their release ?

(c) Is there any truth in the rumour that Government had to pay
Es. 80,000 or so as ransom money for getting the release of Major Duggal?

(d) Do Government propose to introduce a system of compulsory
permits for everv person belonging to the tribes for entrv into the settled
area? If that is not possible, are Government prepared to impose on

these people restrictions similar to those that are imposed on criminal
tribes in India?

Mr. 0. K. Oaroe: (a) 121 men, 9 women and 24 children.

(b) The total number of cases known to Government in which ransom
- was paid is 21, while the total sum involved which has come to the notice
of Government is Rs. 2,225, /

(c) No.

C(d) Neither the introduction of a system of compulsory permits, nor
the imposition on residents of the tribal areas of restrictions similar to those
phced on criminal tribes is administratively feasible.

i Mr. Lalchand l’aﬂ!ni With regard to part (s), may I know how many
of tha kidnapped persons have been restored?

Mr. 0. K. Oaroe: Of the kidnapped persons—121 men, 9 women and 24
children, during 1989, 98 persons were released.
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'Ssrdst’ Sant Siugh: 'With' reference to part (b); Was it'declared by the
Govetnment that part of the ransom will be paid by the Government a.ng’.
will be recovered from the offending tribes? t

Mr. 0. K. Oaroe: No, Sir. The position was that at one. time it was
considered desirable to recognise that ransom had to be paid in certain
cases and also that Government would recover from the tribe the amount
of ransom paid. But it has since proved that that policy sets up a vicious
circle and encourages kidnapping. Government'’s policy now is that they
do not acknowledge the policy of ransom, although in every case in which
kidnapping takes place an endeavour is made to recover a fine from the
section of the tribe concerned. ,

‘Sardar 8ant 8ingh: What amounts have been recovered from the tribe
in that effort to recover some portion of the ransom?

Mr. 0. K. Oaroe: T want notice.

Sardar Sant Singh: May I know if it is a fact that Major Duggsal peid
some money as ransom ? N s des

Mr. O. K. Oaroe: That is not a fact.

ScHoOLS, HOSPITALS AND ADMINISTRATION IN THE TRIBAL AREAS.

56B. *Dr. 8ir Ziauddin Ahmad: (a) Will the Becrétary for External
Affairs be pleased to state (i) the number of schools and (ii) the number
ot hospitals which the Government of India have established in the tribal
territories ? )

(b) What is the present policy of the Government of India about the
ndministration in the tribal areas?

(c) Are they independent? If so, in what sense?

(d) Did they pay the custom duties for all the articles bLrought im
tribal area from Afghanistan or Central Asia?

Mr. O. K. Oaroe: (a) On the assumption that the Honourable Member
requires information for the tribal areas on the border of the North-West
Frontier Province only, the figures are as follows:

(i) Sixty-five schools plus one aided school in the Khyber,

(i) Se\ii'anteen Civil Hospitals and twenty Hospitalg for the Irregular
orees.

(b) The policy of the Government of India is to maintain the peace of

the border and foster good relations with the tribes in the. hope that im
time civilisation will spread graduallv through the tribal area.

(c) The tribal areas are part of India and at present are subject to the
control of the Governor General in Council as prescribed in the Govern- -
ment of India Aot, 1985. They cannot therefore be regarded as independ-
ent. The amount of control exercised over them varies according to
circumstances such as agreements, geographical factors, ete.

_(d) No. With the exception of a very limited sehedule of ?ﬂiicl!l,
which are not imported into the tribal areas, there are no import duties over

these land frontiers.
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Dr. 8ir lllnddin Ahmad: With reference to part (d), customs duties
are levied under the Tarift Act. Is customs duty paid on any article
mentioned in the Tariff Act which is brought from outside India into the
tribal areas?

Mr. O. K. Oaroe: If the Honourable Member refers to articles brought
over the land frontiers, 'I have already stated that there are no im
duties over the land frontiers with the exception of a very limited ule
of articles, e.g., sugar and saccharine; and the fact is that the tribes do
not pay any import duties on articles brought into India or articles brought
from Afghanistan.

Dr. 8ir Zianddin Ahmad: There is one Tariff Act in regsrd to articles
brought by land or sea. So for articles brought from Central Asia into the
tribal areas they have to pay customs duty.

Mr. 0. K. Oaroe: The Honourable Member is giving me .information on
a subject which is not really within the scope of my Department.

Dr. 8ir Zisuddin Ahmad: I want to know whether they pay customs
duty.

Mr. 0. K. Oaroe: I have endeavoured to answer the Honourable Mem-
ber.

Dr. Bir Ziauddin Ahmad: If they do pay customs duty, the Government
of India have got a responsibility to maintain schools and hospitals.

Mr. O. K. Qaroe: I have not said that they do pay customs duty.
Y have endeavoured to explain what the position is.

Sardar Sant 8ingh: Who pays for the maintenance of these schools and
hospitals?

Mr. 0. K. Oaroe: The Government of India pay.

Sardar Sant 8ingh: Are any taxes levied from these people?

Mr. 0. K. Oaroe: In certain areas land revenue is taken, but in most
of the tribal areas, no.

Mr. N. M. Joshi: May 1 ask the Finance Member whether no customs
duties are levied on articles imported into India from the tribal areas?

Mr. President (The Honourable S8ir Abdur Rahim): Order, order.
Next question.

CoNDITION IN WAZIRISTAN AND THE TRIBAL. AREAS,

560. *Mr. Laichand Navalral: (a) Will the Foreign Becretary be
pleased to state the present condition in Waziristan and the tribal areas’
‘What have been the casualties there during the time between the last
‘witting of the Central Assembly at Simla and now?



by 4 e STARRED QUESTIONS AND ANSWERS 235
‘ X
(b) What measures did Government take to quell the disturbances and
the abductions during the aforesaid timne and what further precautions do
Government propoge to take?

Mr. O. K. Oaroe: (a) Waziristan is still somewhat unsettled and offences
continue, particularly raids into the settled districts. These offences are
the work of individual hostiles whom the Maliks find it difficult to control.
Except the Shabikhel Mahsuds no tribal section as a whole is hostile to
Government, and there is reason to hope that the Bhabikhel will make
their peace at an early date. Outside Waziristan complete peace reigns
in the tribal areas on the North-West Frontier. The casualties sustained
by all Forces and the public in and on the borders of Waziristan between
the 1st of October and the 81st of December, 1989, were:

Killed .. 48
Wounded 82

These figures include 14 civilians killed and two wounded.

. (b) Government have been employing both: regular troops &nd Civil
Armed Forces in large numbers to maintain order in Wasiristan and pre-

vent raiding into the settled districts. Further special measures, including

an increase in the strength of the Frontier Constabulary, are now being
taken.

Mr. Laichand Navalrai: With the measures adopted by Government
during last year, have these casualties decreased?

Mr. O. K. Oarce: I have not got the figures with me, but, to the best
of my recollection, the figures of casualties in 1989 were almost exactly
the same as those in the preceding year.

Mr. Lalchand Navalrai: Are they increasing or decreasing? And are
any further measures required? '

Mr. O. K. Oaroe: I have told the Honourable Member that the figures
are the same as they were last year and, therefore, it may be taken that
they are neither increasing nor decreasing.

'Mr. Lalchand Navaltai: Will the Honoursble Member teke some
stricter. measures to stop them?

. "Mr. President (The Honourable Sir Abdur Rahim): Order, order.

UNSTARRED QUESTIONS AND ANSWERS.

ABOLITION OF PoSTS IN GRADE V OF ASSISTANT STATION MASTERS IN THE
. Devrut DivisioN oF THE NoBrE WasTEEN Rawway. « .. »

18. Mr. Muhammad Ashar Ali: Will the Honourable Member for Rail-
‘ways please refer to the information given on the 80th August, 1989, in
sommection with the reply to unstarred question No. 78 asked in this
House on the"12th April, 1989, vie.: -

» i ‘the abolition of a ade of Assistant on

| Tand l;:::::g. 't't: and to lester No. gr200'/33-R.. .dated the 2nd
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Jamuary, 1840, from the National Federation of Railwsymen,
" Delhi, to him; and state . . o e
(a) the total number of posts in grade V of ‘Assistant Station

Masters before aboiition; o .
(b) the total number of posts in that grade wlﬁ@#'_ _‘f.’gggl éﬁoﬁ%hed,
{(c) the total number of posts in that grade after abolition; and
(d) the number of persons s:fected by that abqlition? ...

. . : L B T BLE B SO
. ‘The Honourable Sir Andrew Olow: 57 posts of Assisgtant - Btdtien
Masters were merged in grade IV, so that no posts of Assistaht Station
Masters remained.in the ~grade. 1 am unable to state the number dof-
persons affécted by ihe ebolition as the abolition of these posts affeots not
only those holding them but others who might have held them; in the

future.

ScaLEs oF Pay oF STATION MASTERS ON THE EAST INDIAN RAILWaY.

14. Mr. Muhammad Ashar Ali: Will the Honourable Member for Rail-
wayvs please refer to the circular No. 859-E. of 1928, dated the 28th
November, 1928, from the Divisional Superintendent, East Indian Rail-
way, Moradabad, regarding revised seales of pay for subordinate staff and
state : '

(a) the number of posts of station masteérs’in scale Rs. 425—25—
475 or Rs. 400—20—500;

(b) the name of the gtations of those posts; and
(c) the reasons for posting (old) Eust Indian Railwdy employees on

those posts with an increased expenditure of Rs. 80 per
mensem? .

The Honourable Sir Andrew Olow: 1 have called for information: and
will lay a reply on the table of the House in due eouree.

UNIPORMITY IN RESPECT OF SENIORITY, ETC., IN EACH DIVISION OF THE EAST
‘ INDIAN RalLway. '

15. Mr. Muhammad Aszhar Ali: Will the Honourable Member for Rail-
ways please state: vile -y

(a) whether it is a fact that each branch or Department or Division
on the East Indian Railway has its' own policy laid”do#n in
respect of seniority, channel of advancement, confirmation,
ete.; and o

(b) the reasons for not having a uniformity in policy?

The Honourable 8ir Andrew Olow: (o) The answer is in the hegative as
regards staff controlled by the Govérnment of Indid,.the- Railday Bobtd or
the Financial Commissioder of Railways. As regards other non:gusetted
staff Government hnve laid down no rules regarding seniority or confirma-
tion and General Managers have full powers. 1 have ‘no: resson for sup-
posing that on the East Indiun Railway the Genernl Manager has laid down
a different policy for each branch or Division. Government have issued
general orders regarding normal channels of promotion of various categories
of subordinate staff which are contained in the Rules for the recruitment
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-

and training of non-gazetted staff (except -apprentice mechanics, trade
apprentices, labourers and inferior staff) on State-managed Railways, a
copy of which is in the Library of the House, and have no information
which would lead them to believe that these orders are not being carried
out:

(b) Does not arise.

RBLIEVING GUARDS IN CERTAIN DIvISIoNS oF THE EAST INDIAN RAILWAY.

16. Mr. Muhammad Ashar Ali: Will the Honourable Member for Rail-
ways please lay on the table a comparative statement of the Relieving
Guards on the Moradabad, Lucknow, Allahabad, Dinapore, Asansol and
Howrah Divisions of the East Indian Railway, showing inter alia:—

(a) sanctioned strength in 1987, 1988, 1989 and on lst February,

(b) actual strength in 1987, 1988, 1980 and on 1st February, 1940;

(c) class, grade and cadre whom they relieved during those years
and on 1st February, 1940;

(d) nature of their duties; and
(e) pay and allowances admissible and paid during those periods?

The Honourable Sir Andrew Olow: (a) to (e). Government have nd
information, and I regret that it is not practicable to undertake the
research that would be necessary to procure the particulars specified.

MESSAGES FROM H. E. THE GOVERNOR GENERAL.

Mr. President (The Honourable Sir Abdur Rahim): I have received two
Messages from His Excellency the Governor General. The first Message
runs thus: . ERE

‘‘In pursuance of the provisions of sub-section (3) of section 67-A, as set out in
the Ninth Schedule to the Government of India Act, 1985, I hereby direct that the
heads of expenditure specified in that sub-section, other than those specified in clause
}v] thereof, shall be open to discussion by the Legislative Assembly when the budget
or the year 1940-41 is under consideration,

New DEeLHI;
The 25th January, 1940.
(8d.) LINLITHGOW,
Governor General.'’

The second Message is:

‘“In exercise of the imwcra conferred by rule 2 of the Indian Legislative Rules,
I, Vicsbr Alezander John, Marjuess ‘of Linlithgow, hered ?pou‘nc the Honourable
8ir Andrew Clow to orm the functi?ﬂo assigned to the Finance Member- under
rule J8 of the asaid es on the occasion of the genmeral discussion appointed for

Th , the #8nd February, 1940, on the statement of the estimated annual expendi-
ture and revenus of the Govermor General in Council in respect of Railways.
Nzw Dzvmt;

The 31st January, 1940.
' (8d.) LINLITHGOW,
- Viceroy and Governor General”
B
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ELECTION OF MEMBERS TO l'll'gE BBTAHDING COMMITTEE FOR
ADB:

Mr. President (The Honoursble Sir Abdur Rahim): I have to inform
the Assembly that upto 12 Noon on Thursday, the 8th February, 1040,
the time fixed for receiving nominations for the Standing Committee for
Roads, two nominations were received. As the number of candidates is
equal to the number of vacancies, I declare Sardar Bahadur Captain
Dalpat Singh and Dr. Sir Ziauddin Ahmad to be duly elected.

COMMITTEE ON PETITIONS.

'Mt. Presldent (The Honourable Sir Abdur Rahim): I have to announce
that, under sub-order (1) of Standing Order 80 of the Legislative Assembly
Standing Orders, the following Honourable Members will form the Com-

wiktes on Petitions, namely:

(1) Mr. A. Aikman,

(2) Syed Ghulam Bhik Nairang,
(8) Mr. N. M. Joshi, and

(4) Sir Abdul Halim Ghuznavi.

According to the provision of the same B8tanding Order, the Deputy
President will be the Chairman of the Committee.

HOME DEPARTMENT DECLARATION OF EXEMPTION LAID ON
THE TABLE.

The Honourable Sir Reginald Maxwell (Home Member): Sir, I lay on
the table a copy of the Home Department Declaration of Exemption No.
21/68/89-Political (W.), dated the 2nd February, 1940,

No. 21/68/39-Political (W.).
GOVERNMENT OF INDIA
HOME DEPARTMENT
New Delhi, the 2nd February 1940,
Declaration of Ezemption,

In exercise of the powers conferred by section 6 of the Registratio ers
Act, 1030 (XVI of 1838), the Central Government is pleased to doncl‘:ieFmismt.bo
!mm_.nnm of the Registration of Faruqnm Rules, 1930, except rule 8 and such of
he provisions of rules 4, 14, 15 and 16 as spply %o, or in relation to assengers
snd visitors. who are not foreigmers, shall not I);r to, or in relatin to,'t. e officials
attached to foreign Comsulates in India menmad in the annexed list and their
families so long as they hold the posts noted against their names.

H. J. FRAMPTON,
Deputy Secy. to the Government of India.
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List,

1. Mons. Ibrabim El-Dessouky Imam, Secretary of the Consulate General of
Egypt at Bombay. )

2. Mons. 1. B. Dugin, Acting Consular Attaché de Carriere at the Consulate of
France at Calcutta.

3. Mons, Jalal Abdul Majeed, Secretary of the Cousulate Genmeral for Iraq at
Bombay.

4, Dr. D, Bocchetto, Chancellor de carriere at the Consulate General for Italy
at Calcutta. .

5. Mons. F. Camilli, Acting Chancellor de carriere at the Consulate General for
Italy at Calcutta.

6. Cav. Uff. E. Benasaglio, Becretary of the Consulate General for Italy at
Calcutta.

7. Cav. Bilvio Marabelli, Chancellier, Consulate General for Italy at Bombay.

8. Mons. Procolo di Matteo, Secretary of the Consulate General for Italy at
Bombay.

9. Mons. Raimondo Btuparich, Consular Agent for Italy at Karachi.

c 110. Mr. J. Yamamoto, Technical Expert at the Cousulate General for Japan st
alcutta.

11. Mr. K. Tachi, Chancellor, Consulate General for Japan at Calcatta.
12. Mr. T. Inui, Chancellor, Consulate General for Japan at Calcutta,
13. Mr. T. Takeuchi, Chancellor, Consulate General for Japan at Caloatia.
1. Mr. M. Hirata, Chancellor, Consulate General for Japan at Calcutta.
15. Mr. K. Utsumi, Chancellor, Consulate General for Japan at Bombay.

16. Dr. T. Lisiecki, Commercial Officer at the Consulate General for Poland at
Bombay. E

17. Mr, J, Jakimowicz, Commercial Officer at the Consulate Genera] for Poland
at Bombay.

18. Mons. P. Ekstrom, Chancellor Consulate General for Sweden b Calcutia.
19. Mons. Jean Studer, Chancellor, Consulate General for Switzerland at Bombay.

c lao.m Mons. Ernest Wanner, Chancellor, Consulate General for Bwitzerlend at
alcutta.

2. Mr. Don. C. Bliss, attached to the Consulate General for the U. 8. A. at
Cllm“vl;

2. Mr. Barry T. Benson, attached to the Consulate General for the U. 8, A.
at Calcutta.

23. Mr, Hal N. Deaton, attached to the Consulate General for the U, §. A. at
Calcutta.

THE EXCESS8 PROFITS TAX BILL.

Babu Baijnath Bajoria (Marwari Association: Indian Commerce): Sir,
when the House adjourned on Tuesday afternoon, I hed explained to the
House that the Honourable the Finance Member had made out no case
shewing the financial necessity of this measure as shown by the. figures
which had been published till November, 1889. I also showed that Gov-
enment had been much better off during this year than they had been
during the corresponding period last year. I also explained that in the
previous Excess Profits Bill, in 1919, Bir James Meston had recognised the
principle that either a-super-tex or an excess profits tax should be levied.
I also explained in short that this Bill would have a very pernicious effect
on the Indian industries, in as much as there will be very little anthunsgm-
or encouragement for further extension of the industries in futurs, with

B2
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the result that the British industries will have an advantage over Indian
industries for years to come.

After all, what are the countries which are now most benefiting from
this war? India as an industrial country is still in its infancy, and, there-
fore, it is the neutral countries that have most benefited from this war,
because they are much more industrialised and they have been supplying
orders which formerly used to go to the continental countries which are
now at war. India has got orders only for 14 crores of rupees. This was
given in answer to a question yesterday or the day before . .

The Honourable Sir Jeremy Raisman (Finance Member): Those are only
direct @overnment orders already placed.

Babu Baijnath Bajoria: I have also mentioned that they got 14 crores
orders directly from the Government. Out of 14 crores how much profit
can be made? Even at 10 per cent. the profit will not be more than 1}
crores of rupees, whereas this Bill would take away several times that
amount.

An Honourable Member: How?

Babu Baijnath Bajoria: The Honourable the Finance Member made
great capital out of the fact that only 5,000 assessees will be affected by
this measure. That is absolutely wrong.

Mr. N. M. Joshi (Nominated Non-Official): What is your estimate?

Babu Baijnath Bajoria: If each of the big industrial companies, like
the Tata Steel Company or the big cotton and jute mills is to be classified
as one assessee, each of them has got thousands of shareholders on their
list and each of these shareholders will be directly affected by this measure.
80, hundreds of thousands of persons will be directly affected by this
measure, and in asmuchas this Bill has already had the direct effect of
causing a fall in prices of staple commodities and agricultural produce’ in
this country, it can be said that even the dumb millions have been affected
badly by this measure.

Then, we have to see which of the other dominions have enacted a
measure of this nature. As far as my knowledge goes, no other dominion
has yet passed such a measure. Ceylon, which is a crown colony, directly
under the British Cabinet, has thrown out such a measure. Why should
India come first in the field and propose such a measure and tax the people
of this country to such an extent? If Government cares for public opinion
in any way, the chorus of protests which have come against this Bill
from one and all has been unanimous. If we exclude the Furopeans,
because they have got good reasons for supporting the principle of this
measure because they think that the profit which will come out of this Bill
will be utilised for the benefit of England, their own country, Indian com-
mercial opinion has been -absolutely unanimous—with an unanimity which
has never been known before. The depth of their indignation and
resenitment can be gauged from the fact that on the 6th February, when



THE EXCESS PROFITS TAX BILL 241

this Bill was introduced, there was a hartal in practically sll the principal

markets of this country—in Calcutta, Bombay, Lahore, Delhi, Abmedabad

;}ld an:llly other places. They are not like strikes created by my friend,
r. Joshi . . ...

Mr. N. M. Joshi: The difference is that your hartal was artificially
created.

Babu Baijnath Bajoria: These hartals are not like the strikes which my
Honoursable friend, Mr. Joshi, manages to get up every now and then. As
far as my knowledge goes, for the last 10 or 15 years this has been the
only hartal or strike of this nature sgainst a measure of taxation. Even
the Income-tax Bill, which was very drastic and which was resented by the
commercial people did not force them to such a drastic action, because
businessmen stand to lose by these hartals.

It is also a matter of great regret that though the Honourable the Leader
of the Opposition in this House—I refer to Mr. Bhulabhai Desai—has made
speeches against this Bill outside this Assembly, he is absent here. That

fact is significant . . . . . .

An Honourable Member: You must appeal to the Congress Working
Committee.

Babu Baijnath Bajoria: I have got no confidence in the Congress
Working Committee.

The Honourable the Finance Member said that he wants this measure
to be enacted because war profits have been made. I want this to be very
clearly made out—whether he wants to tax war profits or sll excess profits.
There is a very great distinction between these two. War profits would
mean those profits which would not have accrued but for the war, whereas
excess profits will include the profits of several businesses which have
gradually developed and have got normal increases in income; in my opi-
nion they should not be touched if this 18 to be called a war measure. I
will specify such a business. Take insurance companies: they get
premiums from day to day and the funds accumulate and there is &
natural increase in the business income of such companies. The same can
be said about the banks and investment companies and various other
businesses: it can be truly said of them that their profits have got no
rclation whatever to the circumstances created by the war. In all fairness
therefore, if the Honourable the Finance Member wants to tax only war
profits, he should exempt such businesses whose income has nothing to do
with circumstances arising out of the war. '

. Now, Sir, I propose to’make a few suggestions for the modification and
improvement of this Bill. In the first place, with regard to the chargeable
accounting period, it has been said that this tax will be levied from profits
arising from the 1st of April, 1989. There wus no war at that time. So’
any profite made from that date cannot be called war profits and cannot be
included in ‘this measure. I would also suggest that this Bill should not
have retrospective effect on profits made in previous years. Therefore, Sir,
the natural thing should be that the operation of this Bill should begin from
the 1st April, 1040. I think it will be agreed that this is a most reasonable
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suggestion, but if the Government are not prepared to accept it, the least
they can do is to take the 1st of October as the date from which profits can
be calculated.

Again, Bir, there is the statutory percentage. The percentage which has
been allowed here is very low, and it is not sufficient to encourage business
people to invest money in business. I would suggest that the statutory
percentage should be at least ten per cent. for companies and twelve per
cent. for individuals or registered firms. Sir, this Bill is a very complicat-
ed Bill. I am not s lawyer, and I cannot understand the implisations
of each and every clause of it. I would, however, like one'point to be made
clear by the Honourable the Finance Member. In the case of registered
firms, I should like to know whether the profits made by them are going
to be assessed collectively or the profits will be assessed after the profit is
distributed to the individual partners, as is done in case of income-tax or
super-tax. I pause for an answer.

" 9"he Honourable 8ir Jeremy Raisman: I think collectively is the answer
to that.

Babu Baijnath Bajoria: That, Sir, I will say is the unkindest cut of all,
because it will mean that a new class of assessees is going to be created
by this Bill. At present registered firms are not nssessed as firms, but the
total income of the firm derived from the joint efforts of the partners
is divided in proportion to the respective shares of the partners and then
the partners are assessed on their respective incomes. If the firm is
assessed collectively on its total income, it will mean u great hardship. I
should like to illustrate it by a concrete example. If a registered firm has
made a profit of Rs. 80,000 during the standard period, and if supposing
the profit is Rs. 50,000 during the chargeable accounting period, then ac-
cording to this Bill, Government will take half of the excess profit, that
is half of Rs. 20,000 or Rs. 10,000 from that business; whereas if there are
four partners m that firm, and if the individual share of the partners pre-
viously was Rs. 7,500, and if the profits is say even Rs. 50,000: now, the
share of income of each partner from the firm will be Rs. 12,500, which will
be below the minimum amount of Rs. 20,000 ‘provided in this Bill.
Whereas on the one hand 'none of the partners have earned more than
Rs. 20,000 they will be exempt from the operation of this measure, on
the other hand full Rs. 10,000 will be chopped off from this firm which will
mean a great hardship to the firm. I hope, Bir, the Honourable the
Finance Member and also the Select Committee will give their serious
consideration to this matter.

Then, there is the standard period. I do not know whether it is in-
advertently done or it has been done purposcly, the year 1928-89, that is
to say from the 1st April, 1988, to the 81st March, 1989, has been excluded
from the standard period or from the years of option. I do not understand

! the reason for it. Th2 year 1988-80 was surely a period which had no
connection whatever with war or with abnormal profits which the Finance
Member thinks people have made. Therefore, I strongly urge that the
year 1938-89 must be included in the years of option given to the assessees.

. Then, Bir, there is the case of companies or business started after the
818t March, 1986. There is an anomally in clause 8(1) (a) or (b). Section
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6(b) provides that new business started after the 81st Maroh, 1936, will be
allowed the statutory percentage only. But supposing during this stand-
ard period the profit of such business was more than the statutory percent-
age, still will it be denied to deduct what is called the standard protits
under section 6(1) (¢), whereas the older business will be allowed to take
standard profit if the percentage of profit is more than statutory percent-
age; whereas if the new companies haliien to make more l_Jroﬂt. than the
standard profits, they will be denied that right. They will have to be
satisfied with only the statutory percentage as provided in section 8 (1) (b).
1 do not think that can be the intention of the framers of this Bill. The
idea should be that newer companies should be given the option of either
taking the statutory percentage or the standard profits, whichever may be
to their benefit. I explained the other day that so far as companies are
concerned, though this is said to be only 50 per cent. of the excess profits,
still their share will come to about 62 per cent. of the excess profits. In
the case of registered firms or individuals, from what I gathered froms the
answer which I just got from the Honourable the Finance Member, that
they would be taxed collectively, the percentage will be about 75 per cent.
of the excess profits which they make. I shall just explain this point.
First of all, 50 per cent. will be taken off. Bupposing the excess profit
comes to Rs. 2 lakhs, one lakh will be taken off as excess profits tax, and
on the other one lakh, the maximum rate of income-tax will be levied,
und though there is what is called the sliding scale of super-tax to higher
incomes, it works out to six or seven annas in the rupee, and so collectively
us between income-tax and super-tax sbout half the profit will be taken as
income-tax, and super-tax. So, out of the balance of one lakh excess
profit, another Rs. 50,000 will be taken. Therefore, out of two lakhs,
Rs. 1 lakh and fifty thousand will be taken which will mean 75 per cent.
8ir. this rate is absolutely preposterous, to say the least, and it will have
to be substantially reduced. A reduction of 10 or 20 per cent. cannot be

called a substantial reduction, but it will have to be very considerably
reduced.

Then, there is the point made by Mr. Aikman and Sir Homi Mody,
that this measure should be reviewed every year as the income-tax, super-
tax and other financial measures are reviewed by this House. There is no
doubt that the working of this Bill is sure to disclose hardships in many
cases and if this House has got that power of revision or review, then the
cases of hardship which may come to light during the working of this Act
can be reviewed and adjusted.

Then, there is another point and that is about the capital in the buainess.
It has been provided that the rate for the ordinary share capital of the
company will be eight per cent. and for other business it will be ten per
cent, But, as was rightly pointed out by Sir Homi Mody, the paid up
capital of the Company bears absolutely no proportion or relation
to the actual amount invested for the running of the business of the
company. It is so obvious, I think, to Income-tax experts like Mr.
Chambers and Mr. Sheehy that I need not explain this point at great
length. The business of the company makes profits but it does not
distribute the entire profit. It graduslly builds up its reserves and that is
also invested in the business,

Then, there is the question of the borrewed capital. I daresay that
most of the companies or most of the business have to borrow from banks
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on secured loans or unsecured loans and in the case of an individual he has
to borrow from his friends or get a credit in other possible ways. 8o, this
statutory percentage should be allowed on the entire capital which is being
involved in running the business. In the case of companies, it will be
block account plus the working capital which is employed for stocks and
other purposes. This requires a very careful consideration and I have no
doubt that the present Finance Member who is not of Griggian tempera-
ment will look into the matter thoroughly. He has an amiable nature and
as has been pointed out by Sir Homi Mody, he was in a very great haste to
present this Bill before this Legislature and so he has only copied the
English Act which bears very little relation to the conditions obtaining in
this country. I am sure that when we point out to him inequities in this
measure, he will surely do away with its anomalies and the hardships
which this Bill would ‘entail on the general business community of this

country.

. There is, then, the question of agricultural income from Burma and
the Indian States. Of courre, this is & point which will be decided by the
Select Committee, but I would like to know Whether the agricultural income
accrued in Burma or in an Indian State will be included in the business
income and whether it will be liable to taxation under this measure.

Mr, 8. P. Ohambers (Government of India: Nominated Official): May I
rise, Sir, on a point of explanation. In the example given by the Honour-
able Member, I am afraid it would depend upon the circumstances of the
case. It depends whether the business is assessed under one section of
the Indian Income-tax Act or under another section. I am afraid the
details of this point are hardly relevant to the main discussion whether the
Bill ghould be sent to the Select Committee. If the Honourable Member
wants some further details, perhaps he might ask me in the lobby and I
will then explain the matter to him in detail.

Babu Baijnath Bajoria: Sir, I have explained some of the points on
which this Bill requires modification. In conclusion, I will say that the
Honoursble the Finance Member has made out no case in his speech nor
in the aims and objects of the Bill for the imposition of such a measure at
the present stage and has not disclosed his financial necessity. 8o, I
cannot lend my support to this Bill.

8ir Cowasfi Jehangir (Bombay City: Non-Muhammadan Urban):
Mr. President, there must have been very very few Bills indeed,
presented by any Government Member, the provisions of which were
inconsistent with the preamble and the Objects and Reasons. I am
afraid thie Bill is one of those exceptions. If one looks at the preamble
of the Bill, I think the Finance Member himself will admit, it is very
vague. It merely says:

‘“Whereas it is expedient to impose a tax on excess profits arising out of certain
businesses, it is hereby enacted......”

What does that mean? One is at a loss to know, but when one refers
to the Objects and Reasons one realises what that preamble is meant to
represent. The Objects and Reasons state that the object of this Bill is
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!‘to seecure for the Government considerable portion of the additional
business profits which accrue:as a result of the conditions prevailing
during the war’’. As every Honourable Member knows, it is the preamble
that will remain on record and not the Objects and Reasons. Before 1
come to point out some of these inconsistencies, I believe that a great
deal of the criticism levelled against this Bill, and also these inconsisten-
cies are due to a blind and faithful copy of the English Act of 1889. It
reminds me of a Chinaman who was given an old suit to copy. He copied
not only all the patches on the trousers of the old suit, but, when he
came to the coat, he actually made holes and darned them up as he
found them in the sample, with the result that the suit was a very bad
misfit. This blind copy of the English Act has also been a misfit for our
country. There are several schools of thought with regard to this Bill,
and opinions have been expressed in fairly strong terms notwithstanding
the very short time that was given to the public to study such a compli-
cated measure.

There is a section of thought which believes that this' measure will
12 Noox, Tetard the progress of industries, will stop new industries from
" coming into existence and, generally, will be harmful to the
interests of our country. They also pertinently ask that if Government
desire to share in actual.and real war profits, will they be prepared to
share in losses that will accrue, due to the cessation of war? There is
another school of thought that believes that the State is justified in
demanding a share in profits that accrue really from the war. Personally,
I am inclined to agree with the latter school of thought. The State is
entitled to a share, a reasonable share, in those profits but that school of
thought desires to be assured that those profits are war profits and not
normal profits.

Now, S8ir, I will turn to some of these inconsistencies. As has been
said on more than one occasion during the discussion of this Bill, profits
are to be collected from the 1st April, 1989, that is to say, five months of
pre-war period are taken as if it were war period. Now, if you are to take
war profits, how can you contend that in a country like India there were
any profits for at least five months before war was declared? The condi-
tions in England are totally different. War preparations began in right
earnest from September, 1938. It was owing to the neglect of war pre-
parations before 1938 that England today has cause for complaint, but
after September, 1938,—after the Munich affair, England went full steam
ahead preparing for war. Did those conditions prevail in India? Except
the order for a few sand bags, there was no preparation for war in India
until & month or two after war was declared. According to the Objects
and Reasons only actual war profits are desired to be obtained.

The Honourable 8ir Jeremy Raisman: If there were no excess profits,
there will be no tax. '

Bir Oowasji Jehangir: There will be normal profits and you will get
hold of them. That is my point. You will get at these normal "profits
believing them to be war profits.

The Honourable Sir Jeremy Raisman: Normal excess profits?
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8ir Oowaslh Jehangir: There is & normal increase in profits which every
business hopes to make, which i not war profit. Now, look at the Btate-
ment of Objects and Reasons. You say:

“The outbreak of war, while it has necessitated greatly increased expenditure
by the Government on dof_enco and other services, has simultanecusly crested oppor-
tunities for the earning by compsnies and persons engaged in business of abnormally
large profits’’.

You refer to the outbreak of war in your own Statement of Objects and
Reasons, and when you come to the provisions of the Bill you tax five
months of pre-war period. I call that inconsistent, and 1 call it a faithful
copy of the English Act without considering Indian conditions. I think
that this House will be justified, and the public will demand that you
change that date, and I trust that that will meet with the views of Gov-
ernment when we come to discuss this question after the Seleoct
Comnmittee report. Now, 8ir, I would suggest along with several of my
friends here that the date should be 1st April, 1940.

Now, we come to the standard period. Again as Mr. Bajoria has
very pertinently pointed out 1988-39 has been omitted. One cannot but
become suspicious that the Government desire to get at normal profits.
Why has 1988-39 been omitted, or the calendar year 19382 We very well
know that the other years mentioned in the Bill were years of severe
depression for Indian industries—1935.36, 1936-37, 1987-38. They were
not normal years. There were losses in many concerns,—leave aside
profits. They were the worst years of depression we have experienced
within the last ten years, and those are the very years that Government
take a8 a standard for profits. That is inequitable, and the one year in
which there was a little revival of trade—1938-39—the Government deli-
berately omit. Why? Because the English Act omits that year and why
does the English Act do it? Because there were war profits in 1988-39
in England, or it was supposed to be so. There were preparations for war.
Large orders were placed. Large factories came into existence through
Government assistance, with Government money. Surely you cannot so
blindly follow the English Act. You must consider Indian conditions.
The Act is meant for India. I believe that the Finance Department had
not sufficient time to prepare an Act like this. They found a very good
measure passed in Fngland, and like the Chinaman, they copied it, but
it is our duty to consider the conditions of our country, and, moreover, it
is our duty to see that the Bill is suitable to Indian conditions. Now,
take the corresponding section in the Act of 1919 passed in this country.
There, three war years were taken as the standard years, and over. and
above .that another option was given. It was ten per cent. on the capital
employed in companies. Therefore, the Act of 1919, in India, had a
standard period to guide them, a standard period which was a reasonably
profitable period for industries in this country, but they also give assessees
the option of taking ten per cent. on the capital employed in companies.
I lay emphasies on the word ‘‘employed’’. It is not my business today
to explain to any Honourable Members who may not really understand the
difference between employed capital or the block account or the share
capital. I am not going into these details. I advisedly used. the word
““employed capital’”’. I think that option should be given in this case,
and I see no reason why it should not be.

Mr. M. 8. Aney (Berar: Non-Muhammadan): If the Honourable
Member wants the other Members of this House to understand fully the
implication of this argument, may I ask him to explain the distinction?
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Sir Oowasjt Jehangir: I will certainly do so, but I must not be blamed
for taking too much time of the Honourable House. Well; the share
capital of & company is the monies that go to the company as subscribed
by the shareholders. The block account of & company means all the ex-
penditure that may have been incurred by the company for machinery,
and buildings, not only from the shareholders’ money, but from other
sources.

Mr, N. M. Joshi: What is the block account?

Sir Oowasji Jehangir: You do not understand anything about the sub-
ject. Let the Honourable Member devote his attention to Russia.

The block account, therefore, is the total expenditure, regardless of
where the money comes from, on-buildings and machinery, Then, there is
money used for other purposes; they may be debts due to the company for
sales made and which have not been received. You do not get hard cash
when you make sales; it comes six months or a year afterwards. There
may be money employed on your unsold stocks, on stores, on raw mate-
rials. Therefore, all that money is money employed in the company. I
have already explained what the share capital is, and I have explained
what the block account is. Now, 8ir, several Honourable Members have
already noted the inconsistency in the Bill with regard to depreciation.
As this Honourable House knows, the method of counting depreciation
was changed in the last amendment to the Income-tax Act. There, the
depreciation is counted on the written down value. In the old days,
depreciation was counted and calculated on the cost. Now you must
compare like with like. If you calculate your depreciation for your stand-
ard period in one way, you must calculate your depreciation in the same
way when you come to your chargeable accounting period. There is no
provision in the Bill for that. The result in short is that, if the Bill is
not nmended, the profits for the chargeable accounting period will be arti-
ficially inflated in comparison with those of the standard period. I am
certain Government never meant that. They could not have done so; it
is impossible to believe they could. Therefore, such an inconsistency
with the objects and reasons must be amended, and I trust they will do so.

Now, 8ir, coming to this question of depreciation, I think that the best
thing would be to leave the depreciation on the cost value so long as this
Bill remains on the Statute-book and make your change afterwards. We
were given to understand, when the Income-tax Bill was being emended,
that this change of method would make no effective difference to the indus-
tries, I am not alone in that reecllection; I think others also have the
same recollection as myself,—that that assurance was given to us. Why,
I am even reminded that we were even asked to have it put into the
minutes, but we said that the Finance Member had given such an assur-
tnee and it was not necessary to put it in the minutes. My attention
was drawn to that by a friend in Delhi . . . . .

Mr. 8. P. Ohambers: May I rise to a point of explanation, 8ir? I was
% member of the Select Committee to which Sir Cowasji Jehangir has
referred and so was Mr. Sheehy and we have no recollection whatever of
any assurance having been given by the Finance Member that in making
the change in the depreciation basis from the cost basis to the written-
down basis that that would make no difference whatever to industries.



LEGISLATIVE ASSEMELY [orm Fes. 1040
28

[Mr. 8. P. Chambers. en, and my recollection is that those amsur-

Certain assurances were gi\-t " . Sir James Grigg sssured this House

. Firs
2nd on the “ﬂmr.ldt)ofv:hij House he made a statement that the new rates

on the written-down value basis would not be fixed mthou;thwm‘ﬂt:m‘ th:
interests concerned. That was one assurance given. Another s ter
which was made was that taking all years together the full allowsnce
for depreciation would be the same in both cases. The full amount
allowed for depreciation, taking all years together, wold be unchanged,
because the full amount of the cost of the assets is allowed over the period
of the life of the assets. In that respect the new law is, as Honourable
Members at that time agreed, superior to the old law, in that the residual
value is given in any case whether the asset is obsolete or mot, but my
‘:%:necﬁon and that of Mr. Sheehy is that no assurance was made that
. change would make no difference. May I add further that the sugges-
tion made by the Honourable Member is to my mind almost incredible,
because, if there was to be no difference in the amount allowed each year,
why would either the Select Committee recommend, Government propose,
or this House agree to the alteration in the basis of computing the
depreciation, which means so much work not only to industry but also to
the Income-tax Department? May I also remind the House that on the
floor of this House, standing in this seat, I pointed out that in many cases
the rates of depreciation were too high. That statement is also contained
in the Income-tax Enquiry Report of 1986. Those statements were made
on the floor of the House and we have no recollection of any statement
being made inconsistent with those statements.

8ir Cowasjl Jehangir: My recollection is not the same that Mr. Cham-
bers and Mr. Sheehy evidently have. I remember the words ‘“‘effective
difference”’, and my attention has also been drawn to the speech made by
the Honourable the Leader of the Opposition, who has now disappeared
into vapour, that he had studied this question and he had assured himself
that no injustice .or no harm would come to industries.

An Honourable Member from the Government Benches: That iz a
different matter of course,

Mr. President (The Honourable Sir Abdur Rahim): Was this assur-
ance given in the House? .

8ir Oowasjl Jehangir: No—in the Select Committee. At any rate with
regard to this Bill you will have to make an amendment. The present Bill
asg it stands is completely inconsistent with your policy. You must compare
like with like, and how is it that you have forgotten to do it? You were
experts—how did you forget to do it? T can point out several other things
which you have forgotten. ' .

I come now to the most important issue before us, viz., that this Bill
is intended to get for Government a share in the war profits, profits due to
the war, but it is not intended to get for Government a slrare in the normal
profits. That is what the Statement of Objects and Reasons says,~—that
they want a share in the war profits. Now, I will give you many instances
where Government will get a share in the normal profits. This Govern-
ment, while they talk of social justice and rightly too perhaps, are out t0
get, over and sbove the income-tax, a portion of the ordinary profits such
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as would have socrued bad there been no war. I will give you two or
three instances. A company enlarges ité business, increases its outturn,
boping to get very good profits out of that increased ousturn. It spends
lakhs, crores of money in machinery, in extra buildings, in the expansion of
ite business. The machinery was ordered out long before the war was
thought of, the buildings were constructed say, before the war broke out,
the machinery also came into operstion before the war broke out. But the
profite from that increased outturn will accrue in the chargeable secounting
period. What is the ailowance allowed by this Bill? A petty amount of
percentage on the increased capital. Is not that taking a part of the pro-
fits not due to the war? By all means, take your profits on that outturn
which is due to the war, but do not take such part of the profits which
would have accrued from that extra expenditure had there been no war.
Then take the case of a windfall to a company, a firm or an individual. I
am going to give you a concrete instance. ' There may be olaims by & firm
against another firm, by one company against another company. The
case may go to a court of law,—to the High Court. The decision may go
in favour of the plaintiffs, and the court may ‘award a certain amount of
money to the plaintiffs. That money may not be. capital, the -Income-tax
Department may hold that it is income and say, your income should go up
by that amount. Nothing to do with the war; merely, to do with certain
legal claims made by one party against another, which may benefit one
party at the cost of the other party. Such income will go into the charge-
able accounting period, it will not be in the standard period and Government
willhpromptly seize 50 per cent. of it. There is no provision in the Bill for
such a case.

Mr. M. A. Jinnah (Bombay City: Muhammadan Urban): How would
you define war profits?

8ir Cowasji Jehangir: I will come to that, but let me just finish this ques-
tion. I will give you & concrete instance of what happened. There is &
very big company. It has got preference shares. The point in dispute
was whether those preference shares were income-tax free or not. Certain
shareholders went to court. The court held that at least three years of
income-tax should be returned to the shareholders. It amounted in tha
case to something like Rs. 25 lakhs. There are some shareholders who will
get a lakh of rupees. That lakh of rupees would be held by the Income-tax
Department to be income and will go into the chargeable accounting period
and there will be nothing to compensate in the standard period and Govern-

ment will get half of it.
Mr. M. A, Jinnah: No. That is not business.
8ir Oowasji Jehangir: That is business according to Government.

Mr, M. A. Jinnah: Supposing I am a shareholder and becsuse of this
decision I get & dividend on my shares, which I otherwise would not huto

Sir Oowasji Jehangir: No dividend.
Mr. M. A. Jinnah: T am talking of the Act.
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Bir Oowasji Jehangir: I am talking of the cese which I wae citing.
Mr. M. A, Jinnsh: It cannot come under this Act.

8ir Cowasji Jehangir: It will be added to the income in the chargeable
accounting period and beceuse that income is a windfall, there is nothing to
compensate in the standard period. It increases your income by a lakh'of
rupees or Re. 50,000, or whatever it may be, and when you compare the
standard period you are taking half of it.

‘The Honourable 8ir Jeremy Raisman: Clause 25.

8ir Oowasii Jehangir: How does it apply?
The Honourable Sir Jeremy Raisman: Hard cases.

8ir Oowasjl Jehangir: Board of Referees?

The Honourable Bir Jeremy Raisman: No, the Central Board of Reve-
nue.

Sir Oowasji Jehangir: But surely 'there ought to be some provision for
such a case. I will give a more glaring instance, which I cannot under-
stand the Finance Department overlooking. Under the amendment of the
Income-tax Act all foreign incomes were taken to be accruing in thie
country on which income-tax was assessed. 1 would give you a concrete
instance. A firm has an income of a lakh of rupees in India and has
investments yielding Rs. 25,000 in England. Under the amendment of
the Income-tax Act, the income of that firm will be a lakh and a quarter on
which income-tax will be charged. Before the amendment of the Act, the
Rs. 25,000 was not taken into calculation at all, it did not appear in the
Indian books of the company, it appeared in a separate set of books show-
ing to the Income-tax Department what was the income from foreign
sourced. That change came into operation this year. Income-tax on that
has had to be paid this year, and in an attempt to compare like with like
what would you compare? In the standard period you have only your
Indian income, while in the chargeable accounting period you have got to
calculate your foreign income as well, with the result that Government will
get half of your foreign income which had been accruing to you or to the
firm for the past number of years. No exception has been made for that.
Is that a hard case?

The Honourable Bir Jeremy Raisman: There is a Select Comniittee
stage surely.

Sir Oowasji Jehangir: There is a Select Committee stage. I am very
glad that my Honourable friend has made that admission, but when we
have Finance Department—not the Finance Member—manned by experts,
we expect that they should not tamely copy the English Act, but they
should consider our conditions. The amendment was fought out in this
House last year and still the Finance Department forgot abouyt it and no
exception was made and they say it is a hard case, and now my Honour-
able friend, the Finance Member, very frankly—let me give him aredit for
his frankness—says there is a Select Committee for you. -
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The Honourable 8ir Jeremy Raisman: I do not admit that the point has
not been met.

Sir Oowasji Jebangir: Where is it met?

~ Mr. 8. P. Ohambers: This is hardly the place to discuss the details of
the Bill . . ..

8ir Oowasjl Jehangir: I would ask Mr. Chembers to sit down; I am not
giving way. I am coming to Mr. Chambers very soon.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member (Mr. Chambers) has raised a point of order that the Honourable
Member (8ir Cowasji Jehangir) is discussing the provisions of the Bill in
detail. I think he wanted to point out only certain general features of the
Bill, bus if he makes any attempt to discuss any of the provisions in de-
tail, then the Chair will have to intervene.

8ir Cowasjl Jehangir: I trust that the Honourable the Finance Mem-
ber will keep that point in mind and see

The Honourable 8ir Jeremy Raisman: Clause 5 shows that we were
thinking of that.

8ir Oowasji Jehangir: T am very glad to hear that and I have full confi-
dence in the Honourable the Finance Member, and I do trust that he will
look into that point.

The next point I come to is the paying of double-tax bn profits. I
think that should be avoided under all circumstances, and no company,
firm or individual should be made to pay double profit tax. I know in
certain cases there are provisions in the Bill, but as a general principle, I
would beg of the Finance Member to consider in the Select Committee that
he sees to it that no company, no firm or individual is made to pay double
profits tax. One gets his dividends, from a company that has paid profits
tax, the dividends are calculated in the case of the individual in his own
profits, do not let him have to pay profits tax again. That is a point

worthy of consideration. I would beg of the Members of the Select Com-
mittee not to forget it.

Then, Sir, there is one more point in the Bill which requires the serious
consideration of the Finance Member and of the House. There is a provi-
sion in the Bill, sub-clause (4) of clause 8 which we believe will hinder the
transfer of business, especially in these times of war. There is a business
the block account of which may be say ten lakhs. A man thinks it worth
his while to buy it at 15 lakhs, paying five lakhs profit because he may be
of the opinion that in these times greater prospects are before him. Under
this clause that I have'quoted no allowance is given to him for the extra
five lakhs which he has paid. If the original owner had spent five lakhs
in the expansion of his business, eertain allowances would have been given
to him, but if he sells it at five lakhs profit the buyer gets no allowance.
1t will have the: effect of stopping a number of traneactions or dales of

business, which I do not think advisable either for this country er for the
Government. '
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Mr. F. E. James: The buyer msy ‘be & mug.
The Honourable Bir Jeremy Raisman: He may be a crook.

8ir Oowasji Jebangir: I know what the Honourable the Finance Member
ig driving at. The seller may make fictitious sales. For instance if this
clause disappears, I might sell & business to my own son at 20 lakhs. The
capital block account may be ten lakhs and then I may claim allowance
on the ten lakhs excess, but that would be criminal. It would be the

work of a crook. Prevent that by all means. But do not stop bona fide
sales.

1

Sir H. P. Mody (Bombay Millowners’ Association: Indian Commerce):
Even crooks must live!

Sir Oowasji Jehangir: We all live. Now, Sir, I have complained that
there has been & blind copy of the English Act, but where there was a
provision which went to the advantage of the assessee, I see that it has
been dropped from this Bill. In the English Act there is provision for
special depreciation for the excessive wear and tear of machinery duri
the period of war. That is allowed in the English Act, but that has dis-

appeared from this Bill. I would ask the Honourable the Finance Member
to restore that in this Bill.

The Honourable Sir Jeremy Raisman: I know the history of that
point.

8ir Oowasjl Jehangir: Perhaps the Honourable Member would tell us
what that history is, and tell us exactly how it is not suitable to India.
We shall be prepared to take his opinion on this matter. I have been
rather severe in attacking this Bill saying that it was a mere copyv of the
English Act, but where the English Act containg any provision in our
favour, I see the Finance Department has been quite wide awake to drop
it out.

I will now come to one or two general aspects of the case and before I
do that, I think I had better refer to the classes of business which can
never make war profits, such as Insurance companies, Cinema companies,
ete. I would ask that these companies be exempted from the mischief of
this Bill. So far as Life Insurance companies are concerned, it is quite
avident from the experience of the last Great War that the only profit
life insurance companies can make during War periods, is the normal
increase of profits, which have been made for a series of years. There is
not the remotest chance of profiteering, and it will be definitely inequitable
to tax such a normal increase.

This Honourable House knows that during war time there is every
chance of serious depreciation in the value of Government securities. The
House also kmows that the Insurance Aot.of 1988 requires 55 per cent. of
the liabilities of a life insurance company to its policyholders in India to
be kept invested in Government snd other approved securities, which, if
the experience of the last war is ahy indication, are likely to depreciate.
In practice, however, life assurance companies in India have invested up
to 80 per cent. of their total assets in Indian Government securities, and in
Municipal, Port and Improvement Trust securities. Their experience,
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therefore, is likely to be even worse than that of the companies established
in the United Kingdom. These companies at any rate cannot, therefore,
look forward to any abnormal profits as a result of the War.

. Now, I should like to draw the attention of the Honourable the
Finance Member to what I am going to say now because it will be very
pertinent to the discussion of this Bill in the Select Comamittee. Accord-
ing to Schedule I in the case of Life Assurance business, the profits ehall
include all income received from investments, but it is not explicitly stated,
in Schedule II which containg the rules for computing the average amount
- of capital employed that as far as Life Assurance compsanies are concerned,
the Life Assurance fund representing roughly the liability of the company
to its policy-holders is to be included in the average amount of capital
employed along with the paid up share capital. The peculiar nature of
life assurance business has already been recognised by Government, and a
epecial basis for mssessing such companies to income-tax has been laid
down. To deem, therefore, for the purposes of excess profits tax, the
entire invested income of life asaurance companies as profits without at
the same time including the life assurance fund in the average amount of
capital employed would be rightly unjust. I would, therefore, suggest that
life assurance companies should be exempted from the. operations of the
proposed Excess Profits 'ax Act, which would only ‘mean that companies
which can only make a normal profit should not fall within the mischief
of this legislation.

Now, I will say a few words about Cinema ocompanies. I do not think
that due to the war, they can put up their rates of entrance, nor due to
the war will the number of people who go to cinemas increase. At the
same time there are a large number of compunies who, I am told, are in
a very bad way, and in order to improve their prospects, they ordered new
machinery and they employed more skilled labour which have just begun
tc operate. Their capital cost has gone up with no prospects of much
larger revenues. How is the war going to affect those cinema companies
and why should half the benefit of expenditure incurred within the last
two years and of better experienced men being employed in the business
go to Government because they make larger profits than the standard
period? I would ask the Finance Member to consider this case. Perhaps
he will find an equitable way out with no injustice to such companies
which have been struggling hard for existence and which have had many
handicaps to contend with.

Now, I shall deal with some other aspects of the case with regard to
this Bill. I presume Government will have to borrow money. If our
cxpenditure is to be on so large a scale due to the war, borrowings will be
inevitable. Has the Finance Member considered what effect this Bill
will have on such borrowings? I would ask him and Government ro
consider as a broad policy the effect of this Bill on their borrowing powers.
It may be that they will have curtailed those facilities which they may
have for borrowing at the most urgent time. This Bill may be an easy
way of getting some money, but it may create difficulties for getting much
larger sums when the emergency arises and may even necessitate a higher
rate of interest having to be paid by Government than they would have
otherwise done. '

Another point is the method of collecting this tax. The Income-tax
‘Departineént* is to be used as the machinery for collecting it, The
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[Sir Cowasji Jéhangir.]

remarks I have to make, I make with the grpatest regret, and remarks
such as these I have had no occasion to make during my life in this
Assembly for the last ten or eleven years. I say without the slightes
doubt in my mind that the admimistration of the Income-tax Department,
at least in the Presidency of Bombay, since the amendment of the Aect
took place last year has been thoroughly demoralised. It has resulted in
loss to Government and inconvenience anhd even harassment to the
ossessees. And this is the department that has to collect this important.
tax. .

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member may continue his speech after Lunch.

The Assembly then adjourned for Lunch till Fifteen Minutes Past Tw
of the Clock. !

The Assembly re-assembled after Lunhch at Fifteen Minutes Past Two of
the Clock, Mr, Deputy President (Mr. Akhil Chandra Datta) in the Chair.

Sir Gowasji Jehangir: Sir, just, before Lunch, I was touching on rather
a delicate point which I would like to finish. I had said that the:
machinery provided in this Bill for collecting this tax will be the Income-
tax Department, and I had said that so far as Bombay is concerned—I
cannot speak with any first-hand knowledge of other parts of India—since
the passing of the last amendment to the Income-tax Act, the depart-
ment had become demoralised and this had resulted in inconvenience to
the assessees and even harassment. In all the ten years that I have been
a Member of this Honourable House, I have had nothing but praise for
the Income-tax Department. I have never had occasion to draw the at-
tention of the Honourable the Finance Member to the administration of
that department . . . . .

Mr. M, 8. Aney: Others had!

Sir Oowas{i Jehangir: Others had. But today it is really my painful
duty to draw his pointed attention to the state of affairs that prevails in
Bombay. If this tax is to be collected by that department, we want men
of experience, men of capacity, above all men with a wide vision. We do
not want the office-clerk mentality in the Income-tax Department. This
cffice-clerk mentality must disappear both for the advantage of the
assessees a8 well as of the Government. The assessees are thoroughly dis-
satisfied. Sober men, men who always were prepared to do justice to the
department which had a very difficult task to perform now feel that this
office-clerk mentality makes the officers grasping, merely desirous of col-
lecting revenue, justly or unjustly. Thev seem to have forgotten that.
they are not onlv servants of Government but also servants of the public
and that it is-their duty in this important department to see that justice
is not only done to Government but also to the assessee. Compare this
department with.  the department in England. In England, the officer
imakes it his business and considers it his duty to aseist the assessee and at
the same time to see that the proper revenue is collected. There are men
there at the head of the department, men of vision, men with a broad
outlook. This office-clerk mentality must now disappear, and I would
like the Honourable the Finance Member to give us an assurance that he
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will see that thizs department is manned bﬁo:me_n of eapacity, men of
ability and above all men with experience, who will regain the confidence
of the vast number of assessees all over Indis: If you gain the gonfidence
of assessees and make them believe that your officers are out to do justice,
you will benefit Government much more than by making your department
believe they are merely office’ clerks . . . ... O

Mr. N. M. Joshi: Mr. Deputy President, I rise to protest, agpinst the
implied libel on the clerical profession.  Clerks are us honest, a8 indus-
trious and as public-spirited people as the officers of the department.

Mr. Deputy President (Mr. Akhil Chandra Datta): Is that a point of
order?

Mr. N. M, Joshi: It is a point of order. SRR

Mr. Deputy President (Mr. Akhil Chandra Datta): I do not think it is
a point of order. DR T

Sir Oowasji Jehangir: There was no intention of libelling a very
excellent class of men who-do great serviee to Government, and to private
offices such as the clerks. But the vision of a clerk remaina the wvision
of a clerk; the vision of an officer remains the vision of an officer; and if
all clerks were capable of doing the work of officers, well, then, the I. C. 8.
examination must disappear. 1 have nothing further to say in this
matter except to draw the pointed attention of my Honourable friend,
the Finance Member, to something done lately which has created a very
bad impression. The House will remember that a central section was
brought into existence by the amendment of the Act. It.was contended
that the new central section had no jurisdiction over cases transferred to it
from the wards. This was upheld by the High Court and Government lost:
their case. To set matters right, an Ordinance was immediately igsued.
To my recollection this is the first time an Ordinance has been issued in a
financia! matter of this kind. Although the Act gives power to Govern-
ment to issue Ordinances even under {hese circumstances, I thought that
Ordinances were mean, for much more impo:tant matters, The upsetting
nf a High Court decision by an Ordinance is a matter so serious and has
~reated so bad an impression. throughout Bombayv at least, that I would
like mv Honourable friend, the Finance Member, to realise the position.
I hope and trust that no Ordinance will be used with regard to this Bill
when it becomes an Act.' There are times #nd plaves’ where Ordinances are
required in this country. The use of the Ordinance to which I referred
was in the spirit unconstitutional. Legally it was right.

P

I have been told,. and rightly perhaps, that I have .taken up & great
deal of tirhe of this Honourable House; and although there are many
points which ought to be brought to the attention of. this House, I do not
propose to do so. I.will conclude by saying that the final few words of
the Honourable the Finance Member have given us great encouragement,
und T congratulate my friend, Mr. Bajoria, whom I da not.pee here now,
for having -coined .& new phrase: ‘‘Griggian temper’’. That day. has gone.
The final few words of the Finance Member assured us that he was out
to.do justice, that he was out to look into hard cases; and I feel vonfident
that when this Bill gomes baak. to:shis: Honourable Honse, it will meet

o2
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[Bir Cowasji Jehangir.]
with & better reveption than it has met with on its introduction. I cannot
ugree with ‘my friend, Sir Homi Mody, that we should be frightened of
certifieation, and that anything we say or ask must result in certification.
Those days, I trust, have gone with the new Finance Member. We must
forget the duys of certification . . . . .

Sir B. P. Mody: Get an assurance from him.

Sir Oowll]l Jehangir: . . . . and that sweet reasonableness will be the
nrder of the day. The days of ‘I will punch you if you say & word’ have
gone . . . .

The Honourable Sir Jeremy Raisman: At that rate you would have got
» lot of punches today !

8ir Oowasji Jehangir: There were honest criticisms, and I trust, as I
have said before, the davs of certification and the dayvs of Ordinances,
even under the present regime, however long it lasts, have gone, and that
the days of sweat reasonableness, with a desire to meet the views of the
Opposttion—a characteristic of this Government until five or six years
ago—with sincere attempts to meet the Opposition half way,—will again
be revived. and that we shall not, during my friend’s tenure of office. have
budgets certified or Ordinances thrown at us or at the public. With the
sincere desire and conviction that we shall work on financial matters in an
atmosphere of help and co-operation, 1 conclude my remarks, trusting
that thip Bill will fulfil the objects which the Government have in view,
namely, merely to share in war profite and to leave normal profits to men
who sweat and work to obtain them.

Sir Muhammad Yamin Khan (Agra Division: Muhammadan Rural):
Sir, we have 8o far heard the views of the people who are engaged either
in industries or who are capitalists, but we have now to look to the views
of the general taxpayver of this country. We all know that the war has
brought out at least one thing with which everybody is familiar and it is . .

An Honoursble Member: Sand-bags!

Sir Muhammad Yamin Khan: . . . that imports into this country are
falling every day, and the income which' we would have got from this
source is also rapidly falling. Then we also know that the expenditure
of the Government of India is going up every day, with the result that on
the 29th of February we will be faced with a deficit budget. The result
will be that the burden will fall on the general tgxpayer. He is already
suffering from various difficulties, particularly owing to the rise in prices
of imported articles. Merchants who hold large stocks of imported goods
are todsy making not only cent per cent. profit, but they are making
sometimes 500 per cent. or even a thousand per cent. profit on the stocks
they hold. ‘I will give a few instances to convince the House. A medi-
"cine which cost say one rupee in July last was charged and sold for Rs. 40
in September at Simla. I knew a glaring case at Simla. A poor man
was prescribad a medicine #6r his-child which was dying, and he could not
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purchase it because the price of the medicine had gone up from one rupee
to Rs. 40, and this scandalous thing came to the notice of the public
which created & sensation in Simle . . . .

Lieut.-Oalonel M. A. Rahman (Nominated Non-Official): What is the
name of that medicine? -

8ir Muhammad Yamin Khan: I think some doctor will remember it;
T remember only the case. I myself paid for a certain medicine Rs. 8
in August last, while I paid only Rs. 8 for it in the previous month. This
is the manner in which people who hold stocks are treating the poor con-
sumers. I shal]l give another instance to show how the poor people are
affected by the war., Wheat was sold ut 28 seers to the rupee in May
last, and the people who had large stocks of this produce have been
selling their stock at eight seers to the rupee. This has been hitting very
hard the poor consumers of this country, and if the Government had not
come to their rescue in time, the prices would have risen much higher,
There was a tendency for the prices to rise from day to day until the Gov-
ernment intervened, but when they did actually intervene it was somewhat
late. The Government do not move quickly in these matters because they
have to depend upon the reports of their subordinate officers, reports which
start from the Patwari go through various channels. and it naturally takes
mnuch time for the Government to take the necessary action to control the
prices, because they have to consult, they have to appoint, committees,
and then only they can come to the help of the poor people. I will give
another instance. Sugar which was sold at Rs. 8 per maund last year,
being made out of the cane crop of last year, is now sold at Rs. 18-8-0
per maund. We have got in the neighbourhood of Delhi several sugar
factories which produce large quantities of sugar, and, that sugar was
really made out of the cane of last year, and it is now being sold at
Rs. 18-8-0 per maund. Thus these people are making something like 69
per cent. profit. Now. with these figures it is really shameful for any-
hody to come here and ask that industries should be encouraged, that
rubsidies and protection should be afforded to industries in this country.
There is nobody here who would not like to help the development of indi-
genous industries so that they may be able to compete favourably with
foreign industries: we shall all give our wholehearted support to a demand
for help to indigenous industries but cannot be a party to help exploita-
tion. The sugar manufacturers, when they found that Java sugar was
not coming in, began to charge exorbitant rates in this countrv and nobody
could have any svmpathy with that sort of industrialist who wants a lot
of money to go into his own pocket without parting with a part of it for
the benefit of the State. Another instance. The Tatas were selling steel
girders at Rs. 8 a maund and now their price since the war has risen in
Delhi to something like between Rs. 11 and 12 a maund.

Sir H, P. Mody: Their fault or the middleman’s? Whose fau't is it?

8ir Muhammad Yamin Khan: Again, iron bars used to cost about
Rs. 7 a maund and are now selling at Rs. 18 a maund. Still we have got
people here getting up ome after another. and bewailing how their pockets
would be affected if this duty were put on. Certainly the Government and
the public must benefit and get a proper share from these robberies which
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are being: committed. These are: dayhght robberigs whmh are bemg nom
mitted through the connivance or on account of the sleapiness of .the Gov-
ernment which allowed these things to continue in this country. What I
#m submitting is $he view point of thos¢ who cantiot Ahowt & lot, who domot
control the press, and who are not able to bring to the notice of those who
are the real judges of their destinies. Only those have got a great voice
in this country who can spcud money, who cap ask papers to write down
their view paints and shout everywhere. If these people have made excess
profit there is no reason why they should be left out. At least the poor
consumer must be saved so much that he may not have to Dear an extra
burden of new taxation in order to meet extra expendlture 1f the con-
sumer is saved thig extra burden, if excess profit duty is not levied to meet
those expensés, the result will be that the poor cansumer will have to pay
again. [ think the reply to my Honourable friend, Sir Cowasji Jehangir,
when he said, what are you going to do, it will affect the borrowing capacity
of the Government if the Government taxes these excess profits—mv
reply to him is that the amount which the Government will collect in the
shs.pe of this excess profits duty will never have to be borrowed or paid
1;oﬁupon from the pockets of the consumer, and this amount will be
from those people who have shown no mercy to India or to the
peop.le of this country. I have heard two or three arguments. One argu-
ment advanced by Bir Abdul Halim Ghuznavi was, the agricu'turist is
losing, has not the price of cotton fallen on account of this? The reply
which an intelligent man like my friend should have given to himse'f is,
whose fault is it? The price of eotton has fallen but the price of manu-
factured cotton goods has gone up.

Sir H. P, Mody: Who says that?

Sir Muliammad Yamin Khan: The result is that the man who manurac-
tures is gaining doubly.. He pays less for the raw material and makes a
lov of profit on the manufactured goods, he is doubly gaining. As the
imports have been stopped, there is no competition and the manufacturer
here wants to exploit the poor people by taking undue advantage of the
circumstances, because the poor cotton grower cannot store cotton in his
godown for a long time, he must come to the market and sell his cotton.
This cligue of the merchant class are not prepared to pay this
duty. ey say, look here, our industries will fail because nobody will
come in to put his money into industry because you st.op the 500 per cent.
which we .are making. . That is a ridiculous argument.’ People wil' invest
their money and have been investing their méney in the expectation of a
proper dividend in normal times and not based on abnormal times. The
poor cotton grower has been hit very hard by those people who can dictate
their own terms 6 him because other countries are not purchasing Indian
cotton. My Honourable friend, Mr. Bajoria, says, supposing four partners
have ordinarily an income of Rs. 30,000 u year dpp.ug the ]last three years
and this year a has gone up to Rs. 50,000, then opf of this Rs. 20,000 the
Govarnment propose to take away Rs. 10 000. is they should not do,
that is what he says, and that the Government should consider that the
incorne of each md,mdual is Re. 12.500. That is hm ru'g'unuards1 but I
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think these four partners, who combined .toég_eﬁher to get qus of the pogkets
of ‘other 'people all this money, should bé made to give up half of the
amoun} 'in “order to save the poor people from ‘further taxation. Mr.
Rrishna Kant Malaviya'had a peculiar kind of objection to this Bill. He
said that this Bill is intended fo meet the extra expenditure which is
involved on account of the war, and because the war was started by
Great Britain without consulting India, therefors, India should not pay
this excess profits duty. This argument appears to me to be too far fetched.
The war was not started by Great Britain. Germany attacked Poland over-
night and the Allies were forced to give them ultimatum that either they
should stop the war or else the Allies will come in. This House took
Great Britain to task for not intervening when tyrannies were committed
in Abyssinia and China. They got the view of this country that they
should not allow this sort of thing to go on and when Great Britain inter-
vened on Germany attacking Poland, Great Britain was. perfectly justified.
Do the Honourable Members mean to say that Great Britain should have
-advertised in the papers and that they should have consulted the different
bodies in this country and ascertained their opinions before they entered
‘the war? To myv mind such an argument can have no bearing on the
question before us. Here are neople who have made excess profits on
account of the war. Whether the war was started with or.without our
consent is immaterial. Government is perfectly justified in asking for a
good share of those profits in order to save the general taxpaver from
further taxation which may or may not prove to be a necessity later on.
T do not know what the budgetary position is going to be but:any one
with brain can see that the customs returns are falling and Government
have no means of meeting the extra expenditure. We know that Govern-
ment is spending more money now than they did last year. That heing
80, I thought that I should express here the viewpoint of the ordinary
man in the street and of the ordinary consumer. At anv rate in order
to create a situation in which thev mav save themselves from thiz excess
profita dutv. the nssessees will have to pay larger share in the shape of
waceer in their ‘industrial concerns and they will incur more expenses
rather than aceumu'ate the whole wealth, T think the consumer. will
benefit and the workers will benefit. The workers will get living wages.

Maulana Zatar Ali Khan (East Central Punjab: Muhammadan): May
T know if the money from the excess profits will be earmarked for the
promotion of industries? :

Sir Muhammad Yamin EKhan: I do not know whether it wi'l be so
earmarked but I say that the money that has been teken out of the
pocketa of the <ceneral taxpayer shotlld revert to- the taxpayer. The
‘Honourable Member is perfectly right in saying that this money should be
used for the promotion of industries but it should be bn national lines
-and not simply to enrich the pockets of ‘& few belfish people who can shout
the loudest. The viewpoint I have placed before the House is-that of the
ordinary man whom you pick upin the street, who has to pay all indirect
taxes. Other ‘apeskers have expressed their points of view from different
angles but the viewpoint T have expressed -is that of men who cannot 1gok
after themselves. It is in their interest that'I have epoken. : With these

words, I resume my _seat. _ e
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Mr. N, M. Joshi: Mr. Deputy President, when the Honourable :the
Finance Member in explgining his Bill stated that one of the objects of
this Rill was to promote social justice, I welcomed the statement as an
indication of a change of angle of vision of the Government of India. I
hope that this statement shows a genuine change in attitude of the Gov-
ernment of India towards the masses of people in this country and is not
only a cover to hide their doubtful motives. I also hope that this change,
if it is a genuine one, will be a permunent one and that their desire to
do social justice will not evaporate with the passing of this Bill.

Bir, the taxation system of this country, as it is admitted by the Taxa-
tien Inquiry Committee, is iniquitous in its incidence. It falls upon poorer
people, considerng their ability to pay, more heavily than upon those
who are hetter able to bear the burden of taxation. This Bill, if it is
passed, will correct, to some extent at least, the iniquitous nature of the
taxation system of this country. I, therefore, hope that this Excess Pro-
fits Tax will be made a permanent one,

Sir H. P. Mody: Don’t incite the Finance Member.

Mr. N. M. Joshi: He does not require any incitement or provoeation
from me. I am in favour of this Bill.

I have listened very carefully to the arguments used by the critics of
this measure. The main argument seems to be that if you take away a
part of the excess profits from those people who are engaged in trade, com-
merce and industry, the development of new industries in this country
will be retarded. As one who takes interest in labour matters I shall not
do anything by which the development of industries in this country will be
retarded. I know that the working classes of this country require employ-
ment and more ewployment; but, Sir, the critics of this Bill have not
shown that if an excess profits tax is not levied, all the money that is
saved will be invested for the development of new industries. In the
first place, as we all know, if the men who are engaged in trade, commerce
and industry -get more money and excessive money it is quite natural
that they and their children should spend at least u part of the money
in luxuries. Sir, in modern times the means of spending away money in
luxuries are growing. The money spent away in luxuries by the rrevious
generation was not so large as at present. The means of enjoyment were
not so plentiful and, lastly, the present generation of the industrialists
and others engaged in trade and commerce are spending at least double
the amount of money in luxuries, and their children will spend still more.
Bir, there is no guarantee that the money which indusrialists and the men
engaged in trade and commerce will get by excessive profits will be spent
in the development of industries. Moreover, Bir, we have also found by
experience that the money obtained very easily as excessive profits has
been spent in the past in speculation and spetulative undertakings.
Mr. Deputy President, vou may have heard, when exocessive profits wera
made in the last war, how new companies were started and poor people
were induced to invest money in concerns which were supposed to. be very
lucrative. But soon afterwards the investors foumrd that a share warth
Rs. 10 became worth anly Re. 1.

Sir Oowasji Jehangir: You speak from experience?
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Mr. N, M, Joshi: I speak from the experience of others—that is thach
better and safer. 8ir, a portion of the excessive profits,.1 have absolutely
no doubt in.my mind, will be wasted in speculation and: speculative under-
takings. My Honourable friend, Dr. Banerjea, and some other Members:
also .in their speeches had said that capital in this country is shy. It
may be shy. But if people have lost their money in speculative under-
takings, what other result do you expect but that the capital should be
shy? Bir, if I had to advise a men who has to invest a small amount of
money, say Rs. 10 or Rs. 100, well, I shall ask him to beware of speculs-
tors. It is quite natural that after the experience of a few years ago
capital should be shy. People who have got some money to invest have
no confidence in industrialists and in those who are engaged in trade and
commerce.

An Honourable Member: And in Labour Leaders.

Mr, N. M, Joghi: Well, if confidence is to be produced in the hearts

3 of the investors, it is better that the industry should make
FM- reasonuble profits and those profits should be continued year
after year rather than that the industry should make excessive profits.
which ‘may come to an end at any time when the war ceases. I, there-
fore, feel, Bir, that, if capital is to be attracted to Indian industries, a
reasonable rate of profit is enough. It should serve as a good stimulant,
but if, because capital is shy, we try to give a stronger dose of the stimu-
lant, well, it will go to the head, and especially go to the head of shy
maidens. 1 have learnt from my neighbour a good deal My Honour-
able friend, Sir Cowasji Jehangir, in his spcech referred to Russia and he
said T should go to Russia and study Russian conditions or something of
the kind. As Russia and Moscow ute not the spiritual homes of my
Honourable friend, the Baronet from Bombay, 1 suppose his spirituak
home is Germany and Berlin. May I, Mr. Deputy President, ask the:
Honourable the Baronet to study what has been done in Germany?
Hitler, his Prophet, restricts the profits, and has done that for some

years . . . .

Sir Cowasji Jehangir: My Prophet is the Honourable the Finance
Member.

Mr. N, M. Joghi: . . . . to six per cent. He does not allow
more than six per cent. profits to be made by any industrialist or other
people engaged in trade and commerce in that country. The Govern-
ment of India at least allow you to keep at least one-half of the excessive
profits. I, therefore, feel that there is nothing wrong in the Government
of India taking for public purposes a half of the excessive profits. If the
industries in India, on account of the excessive profits, are forced to
restrict their dividends to a reasonable rate, I think not only the public-
will gain by means of the excessive profits tax but even the industry
will gain. Mr. Deputy President, I have already ssid that I am in
favour of the development of industries in this country, and I am as
keen if not keener for the development of the industries in this country.
than .those who speak in the name of industry. B8ir, some csities of this.
Bill may be .interested in the development of industry for the sake of
profits as an addition to their very large incomes, but I am interested
in the development of industry as the only source of maintenance of the
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working ‘elasses of this' country. I, therefore, feal whnt. alt.hough Gov-
ermment is ‘entitled to take to themselves a po.rt, ‘of the excessive profits,
Government -must do dverything.in their ' power to help thie develop-
ment of industries in this country. Sir, whether the Government, develap
the ‘industries of this country or not - will depend upon the use of the
procesds of this tax. If the proceeds of this excess profits tax is spent
on various purposes of this war, I shall not be pleased. This war is
claimed to be waged for the maintenance of the'independence of the weaker
nations and for the protection of democracy. Unfortumboly, India hus
not-'got the independence to maintain and if we can judge from the pre-
sent political situation in this country, there does not seem to.be much
likelihood of India having independence to be maintained within a short
period. Similarly, there is not much democracy to be maintained or to
be protected in India. I would, therefore, not like the proceeds of <this
tax to be spent on war purposes. As this excess profits tax is being
imposed to promote social justice, I would suggest to the Govermment of
India that the proceeds of the excess profits tax should be spent not only
in maintaining the standard of life of the masses of the people in this
country which may go down on account of the prices going up, but I
would like the Government of India to spend that money in bettering
their standard of life. I would suggest, therefore, to the Government
of India that they should take all steps to see that the standard of life
of the masses of people in this country does not go down but to see also
that it goes up. This war i8 a great opportunity when the standard of
life of the people of this country could go up, and it ean go up if the
QGovernment is sympathetic and take all the necessary steps. I would
suggest to the Government of India that this is a suitable occasion for
them to introduce a system of social insurance, giving security of proper
life and securitv of employment to the working classes of this country.
I hope that the Government of India will use a portion of the proceeds of
this tax for this purpose. May I also suggest to the Government of
Tndia that a portion of the monev which they will obtain on account of
ihis tax should be spent for the development of industrv in this country.
There is no proper balance between agriculture and manufacturing
industry in this countrv. India wants greater industrialisation. T, there-
fore, feel that the Government of India will be using the proceeds. of this
tax very properly if thev lend money to the industrialists for the develop-
ment of industry or they themselves should undertake the development
of the industry in this country. My fear is that the Government
of India may not spend their money for the development of the industry
in this country. In that case, they will be doing an injustice to this
country. There is & war in Europe And this war is a great opportunity
for India to develop her industries. Unfortunately, the Government of
India is following & wrong policy in their Supply Department on account
of which there is no encouragement for the development of industry in
this country. . The{v are purchasing articles for people who are known, as
Allies, Great Britain and France, and even for neutrals at rates which "do
not enable this country to make the best of this war. T would like the
Government  of India to allow the people of this country to make thé

est_of this war so that industries in this country will be developed and
the excess profits tax will not he used as an instrument to discourage the
development;. of industries in this country. If the Government of Indin
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dc not use their power for the development of industriesim, thig ccuntry
aud do not also use a part of the proceeds of this tax for the developmanb
of ‘the industries in this country, ‘they will be doing not only an éébnomic
wrong to this country but also a pohhcal wrong. 1, thérefore °  hope that
the Government of India will use the procéeds of this tax, ‘which 'in’ itself
is a very r dg]:.t and just tax, in & proper manper in the interests of thls
country and in the interests of the industry in this country.” " '

I expressed a hope at the beginning of my speech that t.hmu measure,
which iu itself is & right measure of taxation, should be made a permanent
one. It is a measure which brings about te some extent a more equitable
distribution of the burden of taxation -among the various gections of the
population in this country and it deserves to be put permanently on the
Btatute-book. Pressure is being exerted on the:Honourable the Finance
Member for giving on behalf of the Government of India a promise,—if
he does mot agree to put a provision in the Bill,—that the tax will be
withdrawn after the war. 8Sir, I would like the present Finance Member
to remember how his predecessor on account of the reckless promiseé made
by the Government of India got into difficulties about the income-tax
surcharge. I, therefore, warn him not to make any promises of that
kind. This exeess profits tax is a good tax and therefore no promise should
be made that it will be withdrawn at the end of the war. If Government
hus to reduce taxation, there are many very inequitous, very wrong, taxes
in this country which can be reduced and which can be removed. There-
fore, 1 would not like the Government of India to make any promise that
this tax will be withdrawn after the war,

I have great pleasure in supporting this Bill at this stage. When the
budget will be introduced, we shall know how the Government, of India
will spend the money which is bein given to them by means of this tax.
My future attitude towards this Blﬁ when it goes to further stages, will
be determined by what the Government do in their budget as regards the
expenditure of i‘le proceeds of this tax. Bir. I support this motion.

Maulvi Abdur Rasheed Ohaudhury (Assam: Muhammadan): Mr.
Deputy President, this is a measure which has created a commotion in
the country. It has come so suddenly and so unexpectedly that it is work-
ing sowething liké a bombshell. Never in recent years has any Govern-
ment measure doné so much harm to the country as the present measure
has already ‘done  Sir, the measure is not a new one. But the 'sudden-
ness with which it has been brought has - surprised many people and it
has created panic in the country If Government would have given cut
their intention at the proper time, then the countn would have been pre
pared for 1t.

The Honourable Sir Muhammad Zafrullah Khan * (Law Membor):
Would they have made no excess profits or would they have taken care
to conceal the profits?

Maulvi Abdur Rasheed Chaudhury: Excess profits or no excess profits,
I am speaking of facts. But ns the Government did not potify their
Lntent.ion. there has been great dmconﬂ;nt from one end pf the. cnuntﬂ' to
the other. The result was that tlnp hiad had effect: _The share’ markets
got paralysed; jyte, tea and other markets felt this mensure. . Spegulators.
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middlemen and foreign purchasers took advantage and began to purchase
in huge quantities at low prices. This has done great harm to the poor
producers because they ocould not get proper price for their produce in the
open market. In this way a great deal of money which should have
remained in the country is going out.. Chambers of Commerce, Trade
Associations and other bodies are raising hue and erv. Similar measures
introduced in other parts of the world have been opposed. Even in Ceylon
a measure like this has been thrown out recently. But in this country
this measure is going to be placed on the Statute-book.

The Honourable the Finance Member showed in his sympathetic
speech the other day that this measure would not affect the poor at all,
Certainly, as was expected, he has a soft corner for the poor. But whether
the poor will actually be benefited by this measure remains to be seen.

“ eourse, if it is beneficial in any way so much the better. We would
thank the Honourable the Finance Member. But if we analvse the
measure critically, we find that the poor producers will be hard hit. On
nccount of the low prices, the speculators and foreign purchasers and others
took advantage of the market and purchased a lot of their requirements
during this period. Over and above this the Government Supplv Depart-
ment and other purchasers for foreign countries have been makine advance
contracts for these commodities, six months or one vear shead. The result
is that the poor producer cannot get good price for his commodities. The
contractors would say ‘‘we are not having higher prices in the near future
and so we rannot increase the price for vour eommodities’’. The poor
producer, as I have said cannot make arrangements for storinc his stock
and he will have to sell his commodities at the price dictated bv the
Supply Department and other foreign purchasers. So. Sir, the poor has
pot been left untouched by this measure.

Now, let us see what is the condition of the rich. The Honourable the
Finance Member said that he has calculated, probably rightly, that about
5,000 assessees will be affected by this Excess Profits Bill. I admit that
he may be correct. I submit these 5,000 people are the brain of the
country on whom depends the development of the cotntry. The country
looks to them to develop the country with the resources and financial
backing at their disposal. If the rich are taxed abnormally the country
will look at this measure with some amount of suspicion. Let us see
how much these 5,000 people will have to pay. The Honourable the
Finance Member wants these 5,000 assessees to pay Government at least
50 per cent. of their profits in this period of war. Let us calculate how
much they are paying now. They pay income-tax, super-tax and they will
be paying Excess Profits Tax and, in my part of the country, namely,
Assam, they are paying tax on agricultural incomes. Supposing a man
earns two lakhs profit. First of all.one lakh will be taken by the Govern-
ment as Excess Profits Tax. Then, out of the remaining one lakh, the
assessee will have to pay super-tax, something like ten per cent. under the
existing rate. If the enhanced rate which is contemplated for income-tax
and syper-tax is taken into consideration, it will come to about 75 per cent.
out of two lakhs as calculated by my Honourable friend, Babu Baijnath
Bajoria. The Government will thus take away about IE lakhs and only
50 thousand will be left for the man. For India, I should say this 50,000
is not'a very small amount and at the same time it is not much. The
first thing to be considered is what right hsve the Government to take up
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75 per cent. of the profits of the assessee. In the case of Assam it will
be more because we have to pay agricultural income-tax. In the case of
‘Assam it may be sbout 80 per cent, One has to part with 80 per cent. of
the profits to Government who' are thus made the bigger partner in the
business. If Government had helped in eny way to make those profits
that would be something but we find no sign of that.

[At this stage, Mr. President (The Honourable Sir Abdur Rahim)
resumed the Chair.]

How will this action of Government in taking B0 per cent, of the
profits affect the taxpayers? These 5,000 people are the shrewdest people
in the country and this will not be an encouragement to them for invest-
ment. Peaple invest money to get something in return but the assessee
will think ten times before investing money in a business, 80 per cent. of
the profits of which will be taken by Government. The result will be that
trade and industry will suffer and money will be diverted to Government
. securities and loans, this raising the credit of Government. They will, of
course, get money out of this tax but money is not their main object. The
real object is to divert money from trade and industry to Government
securities and loans to help in the prosesution of the war. Thus, they kill
two birds with one stone. We remember after the last war people started
different industries which fniled for want of experience. This time they
have experience but their resources are going to be curtailed. So this Bill
has to be loocked at with an eye of suspicion.

Coming now to the Bill itself, it is strange that in the Statement cof
Nbjects and Reasons, no facts and figures are given to justify the introduc-
tion of this Bill, as is usuvally done in the other Bills like the last Income-
{ax Bill. However, it has been introduced and we have to take it. There
is & motion for circulation in the name of my Honourable friend, Dr.
Banerjea, but, in my opinion, there is no good circulating it and the
Select Committee motion is sure to go through. Whatever we may say
now is only to influence the Select Committee so that we may get a little
relief here and there. I will, therefore, urge a few points for the considera-
tion of the Select Committee although many of them have been men-
tioned by previous speakers also, for the sake of emphasis, In the State-
ment of Objects and Reasons reference is made to inereased expenditure
by Government on defence and other services. We do not raise the ques-
tion of defence now in view of the war but we have a good deal to say
about the services. Before this taxation measure was introduced did
Government try to effeot economies by cutting the high salaries of officers?

Mr. President (The Honourable Bir Abdur Rahim): The Honourable
Member should not go into that now. This is not the occasion for it.

Maulvi Abhdur Rasheed Obaudhury: In the Statement of Objects and
Reasons there are many anomalies, many of which have been explained
by previous speakers.

Mr. President (The Honoursble Sir Abdur Rahim): Then the Honour-
able Member need not repeat the:.n. :

Maulvi Abdur Rasheed Chaudhury; Ng, but Iwill emphasise them
hecause the Seleot Committee will have to come to a finding. First of all.
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with reference to standard profit, I fail to see why standard profit is taken
to be the profit of the years 1986, 1087 and 1988 and not 1989 or 1940.

In the Btatement of Objects and Reasons it has been distinctly said
that Government want to take a comsiderable portion of the extrs income
that will be made. by business;congerns during the period of the war, We
have nothing to say about that. Let Government taeke it, if any extra
mncome is made. But why should the year 1936 be taken?. It was a
depression year. Depression began in 1983 and went on till 1988, 1f 19386
ir taken for standard profits, it will be very hard. Take a concern whose
normal profit is 50,000 rupees but which made, during that depression
year, only 20,000 rupees.  If 1996 is taken as the standard year for caleu-
lating profit, then that concern will be a great loser. The profit of 1989
will be compared with the profit of 1986. The Select Committee should
see that no m]uatloe is done in this matter. I say it will be injustice
even if 1988 is taken. The just thing will be to take the profit of 1940
‘and not even 1989.

Then the standard profit is going to be calculated differently for
different concerns. Take a concern started in 1936. The profit will be
calculated by taking the capital invested in it. That is unjust. In order
to bring any profit not only capital is required but many other things in
addition. That is another point for the Select Committee to consider.

There is also a provision that if anybody has any complaint he can
appeal to a board of referees. But we hyve got experience of how expen-
give it is to bring anything to the notice of a board or even of a High
Court . . . ..

Mr, President (The Honourable Sir Abdur Rahim): That is a matter
for the Select Committee to consider. Those are all details.

Maulvi .Abdur Rasheed Chaudhury: Therefore, the less opportunities
are given to go to the board of referees the better. The Select Committec
will be doing a service to the country if they look at things in such a way
as to give relief in all these matters,

Another point on which none of the previous speakers has laid stress
ir 8g regards this limit of excess profite mentioned in this Bill. When the
Act of 1919 was introduced the minimum was fixed at Rs. 80,000. Now
the minimum is fixed at Rs. 20,000. I would request the Select Com-
mittee to see if they cannot. 8o back to the former, level : and make it
Rs. 80,000 this time also.

One thing more and I have done. 8o far as the composition of the
Select Committee is concerned, T' would request the Honourable the
‘Finance Member to take one or two more business men on the ‘Committee.
We have one or two, but I would like one or two more to be taken and
they will be of considerable help to the Honourable the Finance Member
during the Seleet Coimittee: discussions. With these words, - ‘Bir.
pupport the wotion. '

The Honowrable Sir Mohammad Eafrulfkh K¥an: Bir; frofn the téimber
of Honourable Members who appear to be anxious to speak on this matter,
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it is fairly certain that this debate cannot postibly be comeluded this after-
ncon. On the other hand there is this difficulty, that the Select Com-
inittee when it is set up will have to meet during the Session, paturally,
as it has to report during the Session, and will, theréfore, have t6 find odd
days and half days for its sittings; and everybody realises that this is not a
matter which can be disposed of in Select Commiittee in hslf a sitting.
‘Therefore, it is necessary that some means should be adopted to conclude
this motion fairly early, and I would suggest one of two arrangements,
whichever appeals more to Honourable Members—either that the House
should sit late today till the debate is concluded, or if that is considered
unlikely,—pereonally I consider that it would be unlikely—I think-that
the number of Honourable Members is such that it will not be possible to
finish the debate by a late sitting—there should be a sitting tomorrow.

Honourable Members: No, no.

The Honourable Sir Muhammad Zafrullah EKhan: Unless Honourable
Members are prepared to sit late this evening, I would request that you
fix tomorrow for a sitting as an official day.

Honourable Members: Monday.

Mr. M. A. Jinah: Sir, I have tried to ascertain the views of various
Members of this House and I am very glad that the Leader of the House
congiders that his first proposal is not a practical one, namely, to sit up
late till we have finished the motion today. We need not trouble about

that. The only other paint is whether we should sit on Saturday or
Monday . . . . .

The Honourable Sir Muhammad Zafrullah Khan: We are sitting on
Monday in any case.

Mr. M. A. Jinnah: I mean on this motion. We are sitting on Monday
and we can go on with this motion on Monday. The question, therefore,
is Saturday or Monday. [ have tried to ascertain the views of Honourable
Members on this side, and it is impossible to sit on SBaturday, because there
are various reasons: they have made their engangements and commitments
und so on and reallv I cannot understand why ‘the Government seem to
think that this Bill should be rushed through like this. Is this House
entirely at the mercy of the Government that thev should lay down the
time table that we should not have full discussion on a Bill of this import-
ance?

The Honourable Sir Muhammad Zatrullah Khan: I never hinted that
ihere should not be full discussion.

Mr; M. A. Jionah: I quite understand that Government are. amxious
that this Bill should go through as quickly as possible. The real business
commences in.the Select Committee and that will begin after the
budgetary position is exposed and that will not. be until the beginning of
March. The real business of the Select Committee will begin then. I
quite agree that we should not be a party to undue delay. Remember that
if the House had been full, this Bill would have been debated for two or

three days more
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The Homourable Sir Mubammad Zafrullsh Khan: In that case the
Session would have begun earlier by a week. '

Mr. M. A. Jinnah: Who asked the Government to cut it down?
Therefore, I do think that we cannot go on. I personally am quite
willing to sit tamorrow. -That is speaking for myself. You must, how-
ever, consult the convenience of other people.

Mr. M. 8. Aney: Sir, the same difficulty confronts me also. So far as
personal convenience 18 concerned, one would not have minded it and
would forego that convenience. But in view of the engagements made by

+ other Members which they have to observe tomorrow, 1 cannot accept the
suggestion made by the Honourable the Leader of the House that the
House should sit tomorrow. Sitting late today, that is also impracticable.
Therefore, the only course left is to proceed withsthis Bill not tomorrow
but on Monday next.

Mr, President (The Honourable Sir Abdur Rahim): What strikes me
is this. That if the Select Committee has to finish its work by the time
mentioned in the Bill, then I take it that the debate on this motion
must be concluded in proper time. But I have ualso to consider the
convenience of the Members of the House generally. As the Leaders of
two Groups think that it will not be convenient for them to sit tomorrow,
all that I can say is this. I am prepared to sit a little bit late today and
then on Monday I think Honourable Members might try to conclude the
debate as soon as possible. If that meets with the wishes of the House, I
am prepared to sit till six of the clock today.

Mr. M. A, Jinnah: On Monday 1 can say that this motion must be
disposed of finally. There will be no question of going beyond Monday.

Mr. President (The Honourable Sir Abdur Rahim): I do not know
whether it will suit Government Benches to sit late today.

The Honourable Sir Mubammad 2Zafrullah Khan: If Honoutsble
Members find it inconvenient to sit tomorrow, I shall not insist upon a
sitting. The’ trouble always is that towards the end of the Session one
begins to be pressed with requests that this measure should be given up
or that Bill should not be taken up and so on and that the Session should
be concluded. I was only making the suggestion for the convenience of
everybody. But if it does not suit the House, I am not going to press it.

Mr. President (The Honoursble Sir Abdur Rahim): Then Honourable
Members do not consider it necessary that the House should sit late
today. The debate will now go on as usual.

Sir Syed Razs AH (Cities of United Provinces: Muhammadan Urban):
8ir, there are two outstanding features which would oceur to everybody
in’ connection wjth this Bill. The first point is: have the Government
satisfied the House that they want money? That ig question No. I.
The second question is, is the method of taxation proposed in the Bill
free from objection? Bir, to me it seems that the first question that 1
‘have mentioned is at least as important as the second question,
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Mr. M. 8, Aney: The first is more important, | .

ﬂil' By‘d Raxy All: As my Honouruble friend mker;epﬁs. the 'first is
-even .ore important .than the second because if the Government ‘have
failed to meke out & .case that they want monay, there ig no reason why
fresh taxation should be levied and why the provisions of this Bill should
be carefully considered at all. Now, let us see on the first questwn what
is the. Government's case. The Government s case is unfo'lded m the
-atatement of objects and reasons. It enys:

“The outbreak of war, while it has necessitated greatly increased expenditure by
{he_Government on defence and other services, has nmul'hnbouilv created opporfu-
‘nities for the earning by uompnmsa and persons engaged in . husmesa of sbmrmdty
large profits’’.

The only other reference to this matter that I find in' the spbed-h of
the Honourable the Finance Member made the other day was' the ‘véry
casual manner in which he referred to additional expenditure on'defence
that was necessary. Sir, that is all. We know nothing e'se. Can the
Government say fairly and squarely in the House that they have made
out a case in favour of the levy of fresh taxation? 1 'submlt Bir, it
will not be difficult, so far as I can see, for any Honourable Member of
the House on this material to say, ‘no, the Government have not made
out any case and. therefore, it is not even necessary. to sepd f.hm Bﬂl to
the Select Committee’. O ,

Now, Sir, let us see what the position is. It'is a most lmport.ant
measure we have before us. We¢ know that this unfortunate war is
ruging in Burope. We also know that England is drfe #f:the belligétents
on the side of the Allies. Beyond this, we kmow nothing which- would
justify us in voting money and passing this special measure to enable the
Government to raise vast sums of money. What is the' Governifent’s
case? Unlike the position obtaining in the Doéminions like Canads,
Australia, and South Africa, the unfortunate position is that this FHouse is
not responmb]e for the defence policy of the Government. It is rvery
fortunate that the Government have come out with this statement,
namely, “‘we want additional money for defence!‘“and *#théer ‘servites”
On c]efem-e questions we are not consulted, our votes are not-'takén: The
money ear-marked for defence purposes is spent withbut ‘éur advict being
@oug-ht That ‘is the position. Fortunately for us this meusure has come
“to us. Govemmant say that they want this money for war purposes.
Bo far 8o good. ~But what ‘are vour war purposes, please? What dv! fiou
want'this money for? What is going to be your policy? 'The. first: ques-
tion thit T will put is, what is going to be India's policy towards this
‘war? 1THe least that Honourable Membtrs of this House' exnect 'is for
the. Commander-in-Chief, who thrmgh not a Member of this ‘House hnag the
right to address the House or for the Defehce Recretary. Mr. Ogilvie—I
notice he is also not present here—to address the House on the require-
ments of war. which India is cxpected to undertake:, Tham is:theyleast
we expect. They ought to throw some light on their requirements. Now,
I have to ask the Honourable the Finance Member; Hne .qu__eaﬁmn. be,pause
therd is nobody clse present to answer it. ot 'f_“f,

"Mav, T ask the Honourable the Finance Member why he wnqts t?us
mcmey “and on what object he proposes to Bpend it? Ever:(thmg
D
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to & guess. Honourable Members are required to make a guess for them.-
selves as to why the Government want this money. Not a word specifi-
cally and definitely is told us as to what the requirements of the Govern-
ment are. If we are left to guess, I can guess surely that more .money
in 8ll likelihood will be required for feeding and cldthing the army. 1
believe that every one of us can make that guess as well ns the Finance
Member can or the Commander-in-Chief can or the Defenwe Secretary can,
but, besides that, do we know anything as to what the' objects are on
which this money is going to be spent? And if we know nothing, why
should we give the money? Is there anv point in voting this money to
Government? I see absolutely nonme. There are a number of policies
one of which the Government of India can ndopt with reference to India’s
attitude towards the war. We know within the British Commonwealth
+of Nations there are three different sets of policies that are being pursued
by various units of the Commonwealth. I am not expressing anv opinion
at this stage as to what policy wi'l suit us, but I am just describing the
- various policies that have been adopted by the different units of the British
Commonweslth of Nations. First. there is the policv that has been
adopted by Eire, that is, Treland, namelv, neutrality. Ireland is not a
belligerent at all.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member should not go into all that. All that has no relevance to the
motion before the House.

8ir Syed Raza AM: Sir, T thought that it was relevant to the question,
why should we give money?

Mr. President (The Honourable Sir Abhdur Rahim): The Honourable
Member can say that the objects are not stated and, therefore, he is not
going to vote the money. But he cannot discuss the merits of the war
now,

Bir Syed Raza Ali: That is what T am doing. We are not at all
sntisfied why we should give this monev. What do the Government pro-
pose to do? What are the Government’s requirements? What will the
Government do with this monev? Are they going to inwest it in America?
T am sure no case has been made ouf by Government for the incurring of
additional expenditure. In fact, T do not think the Government have
treated the House with that courtesv which is its due. Why shpuld we
not be told? I have not reached the second point, because, un'ess Gov-
ernment. have made out a case for this money being given to them, why
should we oonsider the second point? The second point does not arise.
unless the House is satisfied on the first.

Mr. N. M. Joshi: Bocial justice.

Sir Byed Raza All: T will say a few words on the second question too,
now that T am addressing the House, but to me it seems that the procedure
that has been adopted, by Government is & strange proceduré. Tt reminds

. me of putting the cart before the horge, hut this is much worsg than that.
Th?y say, they want money, but they do not make out a case, And,
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yet unfortunately, almost every Merber, .if my Hosourasble Colleagues
will allow me to say so,—almost every: Member hss aesumed that the
Government want money. Why should that ussumption be :made? Where
is the point in that assumption? After all, tney oughbt to prove their
case. Beforc 1 leave this point and come to the -second, 1 allow myself
to meke one observation and it is this. Bince the defence policy .of thia
country is not in the hands of the representatives of the people, there-
fore, it is all the more the duty of the Government not to set in & manne:
which will go to make the position worse and confirm the doubts and
suspicions that sometimes—indeed ore than sometimes—occur .to the
minds of the represeitatives of the people with reference to the delence
policy of the Government of India. I'ne position is that here we cum
exercise some control on the defence policy of the Government of India
by not taking action on this Bill unless we are satistied as to what the
money is waunted for and { think we. will be using aur power in a perfectly
constitutional menner by refusing to proceed wath this Bill unless
ussurances are lorthconmung on that point. ‘I'hat is the constitutionul
position. If this debate is going to ve udjourned, after some tine, and
if it is going to be resumed on Monduy, 1 think the defence authorities,
whether it be His KExcellency the Comununder-in-Chief or the Detence
Secretary, owe it to this House to come here on Monduy and make out
case for additional expenditure without disclosing their detailed pluns
sbout which we do not wunt to make enquiries. But they should satisfy
us generally thut the money if voted will be spent to good purpose. 1
have not the leust doubt that this is what the defence authorities owe to us.

1 come to the second point, namely, the matter of taxation and I will
suy u very few words on that question. I sm neither a capitulist
nor an industriulist and there is absolutely no danger of 1y
name being included among the list of 5,000 and odd people who are going
to :@55 taxed if this meusurc is placed on the Statute-beok. Let us analyse
briefly . . . . '

4 P.M.

8ir Oowasji Jehangir: Huve you got any shares in any company?
- 8ir Syed Raza Ali: Let us analyse the arguments on both sides.

Sir Muhammad Yamin Khan: What about your shares, dividends on
your shares? '

Sir Syed Raza Ali: Any more interruptions? I am waiting for more.
I will now resume. The main argument in favour of the Bill, if we are
assured on the first point which I consider is very, very important and on
which we have been unceremoniously treated is that money should be
raised by putting the burden on those shoulders that are most abla to bear
it. Whether that canon applies to the provisions of the 13i' under dis-
cussion every Member can see for himself.” Now, ‘this ‘much is clear that
nopody will be affected by the provisions.of this Bill whose ineome ‘is
less than Rs. 20,000 a year, and I believe Rs. 20,000 a vear is rather a
'arge sum for & poor unfortunate country like Indis.” - 2

8ir H. P. ﬁody:' “This is mostly for éompanies. N
p2
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~flr Syed Rasa Al Yes, that is so, l¢ is for compunies, hut how
many ‘of these 5,000 proposed assessees will be individuals, and npt cow-
pawies, m receipt of income exceeding Rs. 20,000 u year? Very few,,
‘Iherefore, most of those in receipt ot incomes more thun K. 20,000, u,
yoar will be companies.. What 18 the grievance? That is the point.
bir, the tendency all over the world is to tax the rich wore and wore.
1 -beleive the rich are taxed the least perhaps in lnda. If you take mos).
of the sountries of .Burope, you find that there are very Leavy burdens on
the rich. Even so, I do not think we should be unfair to the rich, though
the rich are as a rule unfair to the poor in this country. If they
have any legitimate grievance under the provisions of the Bill, there is no
reason why those provisions should not be moditied aund improved upon,
. I believe that the points that have been raised in favour of the industrial-
“ists are (1) that industries will have a tendency to be driven to lndian
States in order to escape taxation, (2) that there will hardly be sufficient
wmoney left after the payment of the Excess Profits Tax to be devoteil
to the development and growth of industries, (8) that these companies
snd these industrialists will not be able to build up laurge reserve funds
to meet the requirements after the war, Every big war is followed by a
slump. Thut is quite true. The argument is that after the war when the
slump comes and if there are no large reserves left most of these com-
panies will come to grief, (4) the last point is that the rate of taxation
is very high and that the minimum amount of Rs. 20,000 should be raised
to Rs. 25,000 or 80,000. Now, ull these four are substantial points and
I am sure that if the Bill goes to the Select Cominittee all these points
and other important points, to which reference has been made in the
course of the debate by various speakers, will have to Le carefully consi-
dered 'in the Belect Committee. So fur as the principle of the Bill is
¢oncerned, let me say it clearly, that if Government want money for n
purpose which commands our support, I, personally, have no objection
to the principle underlying ‘the Bill. When T sav that I do not mean
that I am prepared to swallow the B, lock, stock and barrel as it stands.
It can be improved and considerabiy improved but I do not see any
objection to the principle underlying the Bill which is to tax the rich so
that the burden should not fall on the shoulders of the poor or those who
can pay additional taxation only with very great inconvenience to them-
selver and their families. In India, as in everv other country, it.is n
case of the fight being between the haves and have-nots. In this case
the have-nots have escaped for the time being but, the haves insist on
having what they have, which is not the right ‘thing to da.  After all,
in every country the rich are being taxed. I do not think that 'my men-
tioning the case of Germany is likely to give a fright to any section of
the House. T believe that in Germany rich men of the positin’of $hose
who are sought to be taxed by this Bill have to pay taxes up to a limit of
‘80 per cent. of their income. It used to be 50 per cent. three years ago

and now it appears to have gone up. Germany is now in the thick of
ithe fight. Fortunately we are not. ' :

. Pandit !rlshna L. Malaviya (Benafés ‘and Gorakhpur IDiyisions:
Non-Muhammadan Rural): Do you want to imitate Germsny?

0] L L T L S| B 1

Sir 8yed Raza Ali} (Tertainly in the-matter of discipline, organisation,
-education and hard work. In these matters I want to imitate Germany
and I want all my countrymen to follow .quman;g.!‘{Iln[,et._._.uq-i__pqt;,_take
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fright at the mecre mention of the name of Germsny and Germasns, , That
is not the right attitude to twke up. In England itself people are paying
more than we do here.” England is in the thick of ‘the fight. We are not.
I do not know what our position towards the war is. You think, Bir,
that discussion on thit point canmot come within the four corners of the
present 'Bi'l. If that is so, I must refrain from meking further remarks.
My object was simply this. 1 do not understand what India’s position
bownrds the war is.. Are we at war in the same sense in' which'Canada is?

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member hus said that already. ]

“18ir Byed Raza Ali: T shall not dwell on that further. Bpeaking for
myself my position is this. If the Government fail to satisfy us on the
question that they want this money for a legitimate war purpose, I am not
prepured to support this mensure at all. If they give us assurances on

that point, then my vote would be in favour of this motion going to the
Select ‘Committee. | -

Rai Bahadur Seth Bhagchand Somi (Ajmer-Merwara: General): Sir, a
Bill of this nuture cunnot simply be judged by the fuct that Government
need money for war finances on the one hard and by the taxpayers feeling
that after so many lean yvears they would prefer not to pay a high tax as
proposed, in the Bill under debate on the other. Assuming that a tax on
abnormal profits aerising from possibilities created by .war is reasonablwy
to be cxpected, I would like to elucidate now its main economiv implica-
tions and gauge whether its introduction is a timely one. Combining the
aspocts of finuncial needs of Government during o war and the possibilities
ariging out of actual c¢conomic events, I strongly feel that the business
structure of the country should recover and get consolidated first before
an excess profit tax is appliel. A retrospect of the business ups and
downs in India, the so-called trade cyeles, reveals at a glance that industry
and commerce in this countrv perhaps more than elsewhere lives on the
reserves created during boom periods. Business conditions in India are
really most unstable owing to n number of causes too lengthy to enumerate
now. This consideration applies in general, but in particular it deserves
notice that, whatsoever options are availed under clause 6(2),“the new
tax will' always hit the weaker industries. Industries having had a sort
of boom sinee the armaments have commenced in Furope, say, from 1986
otrwards, will payv lese'in proportion than industries having gone through
‘A orisis during the years immediately preceding the war. This is true
apart from the fact that the former industries built up reserves prior to
‘the war when the latter ones were living on reserves. The Statement of
Objects ‘and Renskons of this Bill states that:

. ““Tha. cutbreak of the war has ¢reated opportunities for the earning of abnor-
mally large profits.” :

* " T vénture to ‘Point out that these abnormally large profits are being
catied mainly by the primary producers and not ‘‘by companies and
érons éngaped in ‘business.”’ As "tegards agricultural income, the
onourible the Finance Member as well ag the Economic Adviser to the
‘Government, of India have clearly stated in their broadcast speeches that
it is ‘not intended 6 eprtail the rising income of the ryots, In any case,
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‘fRai’ Bahadur Seth Bhagchand Soni. ]
this is outgide the scopé of the Bill. Apart from professional income,
these abnormul large profits refer undoubtedly to industry and commerce.

1t is,. I believe, known to sll Honourable Members that the rise of the
prices of raw materials in the course of this war is far greater than the
wcrease of the price lewel of manufactured goods. In othey words, there
is practically no manufscturing profit at present in case of most of the
industries,

It is true that industries as well as merchants made some profit on
(gpir initial stocks after the outbreak of the war, but they had to be
replaced very soon by new and large stocks at a much higher price level
since no business man ventures to carry on during a war without ample
stecks. Consequently the losses on the high-priced large stocks at the
end of the war will be most certainly greater thun the windfall profits made
ut the initial stages of the war.

.My words should not be interpreted us stating that there will be no
war profits at all: on the countrary, as it appears, this war may last for
many years before achieving victory. 1 nm sure that in the course of
these years excess profits will be made, considerable reserves will be built
up, und the business structure of the country will consolidate itself.
Then, according to my humble opinion, will the time come to tax excess
profits. Now, 1 think Government should take advantage of the low
interest rates still prevailing amd finunce war cxpenditure by loans which
in later years cun partly be repsid by charging u tax on excess profits when
such profits will have come into being.

It is evident that the sensitive markets of India have already reacted
to this tax proposal and, instead of sbnormal profits, ubnormul losses have
recently been made.

With all my appreciution of Government trying to balance the Budget,
1 do believe that it would be wiser to give u chunce to the business struc-
ture of India to consolidate itself first and to make profits out of which
special war taxes will be casily paid. The recent collapse of all markets
s{'nould gerve as & warning.

Mr. N. M. Dumasia (Nominated Non-Official): Mr. President, in every
age and in every country tuxation proposals are always viewed with dis-
fgvour, and if this Bill has evoked protests from industrial and commercial
classes and given rise to agitation, that is only human. We are living
in abnormal times. We have to concentrate our attention on the defence
of the vountry which involves heavy expenditure. In this connection,
we should not forget that His Majesty’s Government have recently made
a magnificent gift of thirty-three crores of rupees to India and further
given a loan of eleven and a half crores of rupees without interest in
order to equip India for her defence. His Majesty's Government have
thus done their duty towards India in a handsome manner at an appro-
priate moment and India has now to do her duty and to organise her
défence in an effective manner, for nobody knows what may happen
tomorrow. Tt is, therefore, right and proper that India should adequately
maintain her defence. We cannot, therefore, either in logic or equity
object to the Government of India imposing a reasonable tax in the way
of an Excess Profits Tax to recover from those who are benefiting by this
war a contribution towards expenditure on the defence of the country.
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That tax should not be oppressive or unfair. It must be remembered that
this boom will not be everlasting. Depression may follow, & long period
.of slump may ensue, wiping out much of the gain made during the war.
An opportunity must, therefore, be given to industrial concerns to husband
their resources. As it is the duty of the Government to equip the
country for defence, it is also their duty to protect industries and help
to develop them to the fullest extent and I hope the Hounourable the
Finance Member will give sympathetic and favouruble consideration. to
the criticisms that have been offered on the floor of this House as well
as outside it. It is complained that Government have not placed the
Members in possession of ull d-tails connected with the defence, but no
Government can divulge the plan of defence. It would be highly
injudicious and exceedingly indiscreet to reveal plang, of defence, but the
great military activities thai we see all around in the country are appar-
ent to everybody and these measures of defence must entail considerable
expenditure. Nobody would or should grudge out outlay.

The complicated Bill seems capable of improvement in several direc-
tions and it is satisfactory to note that the Honourable the Finance
Member is alive to the fact that some of the details of the measure might
be found imperfect and inappropriste to the -conditions of India. We
welcome his assurance that he is ready and /indeed anxious to give full
consideration to all points of view in the Select Committer. I hope that
he will give full weight to the opinions and protests of the commaercial and
industrial communities of India. Manv of the industrial eoncerns have
hardly recovered from the long spell of depression and if they are to do
gervice in the war, they should be fostered and encourazed by the Gov-
ernment. [ would request the Honourable the Minister in charge of the
Bill not to discount opinion which is fully and justly expressed. I would
request him to accornmodate his Bill to such an extent as will meet legiti-
mate objections. | would like to suggest that the vear 1038-39 should be
taken as a poriod of standard profit because the years of 1985 and 1936
were not vears of prosperity but of definite depression and it would be
unfair to regard them as years of standard profit.. These vears should be
eliminated and the years of 1937-838 and 1038-39 should be substituted,
with the right of option to the assessee to choose either of these vears.

Sir, T further cuggest that the chargeable accounting period should
commence from the date of 1he outbreak of the war. It is but fair that
profits made after the outbreak of the war should be subjected to Excess
Profits Tax, and not profits made prior 'thereto. This would be in
consonance with the professed ohject of the Bill. There is a further reason
for this, inasmuch as on account of the outbreak of the war it is difficult
for industries to obtain raw materials such ' as chamicals, bleaching
powder, eolour, etec. I need not dilate tpon the other dethils of the Bill,
s the Select Committee will give due attentionto the several representa-
tions made by commerce and industry for modifving the existing provisions
of the Bill. 'What India wants today is the co-operation of all classes and
communities in organising the defence of India. I appeal to the Honour-
able Members of this House: to extend their co-operation to the Govern-
ment in this hour of emetgency. Non-co-operation is not in the interest
of the country. If we reject this Bill," ag 8ir H. P. Mody has ssid, the
Government will have to certifv it and T agree with Sir H. P, Modv that
‘we should avoid that contingency.



- 376 LEGISLATIVE ANSEMBLY. [0 Fes. 1940.

-

<+ [Mr..N. M. Dumasis.] e

~ The defence of India is the real nd vital need of the hour ‘and it is”the
sacred duty of every patriotic Indian to help effectively in organising the
deéfence of our motheriand. 'Equally, it is the duty of the Government to
nurse the natural growth of the industries of India.  With all’'the earnest-
ness at my comrhand, 1 appéal to the Honoursble the Pinance Member
to'respect public opinion and t6 see that the Bill is shorn of all' its objec-
tionable features in the Select Committee.’ This is the first impottant
financial measure introduced by him and T hope he will bring into full
play his financial acumen which, when serving to help Indja to organise
her defence, will satisfv the just demands of the commeréial ard indistHal
world of India. If he succeeds in securing essential modificdtions, T am
sare he will obtain the co-operation and goodwill of every patriotic Tndian
in organising the defence of India and prosecuting the war to a successful
end. With these remarks I support the motion for reference of the Bill
to the Select Committee. ' '

Mr. Lalchand Navalrai (S8ind: Non-Muhammadan Rural): Sir, . T rise
not to support the motion for Select Committee. This is a very important
Bill from the point of view of the public though the Government want to
hurry it up.. I hold in my hands several telegrams and representutions
from the public asking that the Bill should not be hurried through and
that they should be given an opportunity to express their views.: Thev
maintain that this Bill operates very hard and it should be refused. It
has been said in the discussion that if the Bill is rejected bv the House,
it will be certified. 1. for one, would not care for that. Let it be certified.
Those who wish that this Bill should not be certified seem to have some
object of their own in it. Perhaps they think that if this Bill is not
‘vertified, they might ask for some concession for themselves.. I.am not
one of those who would like to follow such ways which are not straight.

An Honourable Member: What do you mean by ‘‘publie’"?

Mr. Lalchand Navalrai: Bv ‘‘public’’ T mean except those who have
not listened to the public voice and have come here to support this Bill.
So far as T am concerned, myv constituency has put into my hands
material to show that this Bill will work very hard on them and, therefore,
it should not be referred to the Select Committee. '

Now, Sir, the motion before the House is not only that the Bill .be
referred to the Select Committee but that there is a motion for its circula-
tion and not many Members have addressed themselves on it. What I
submit is that they should have given full consideration to that matter
nlso. They ought to consult the public opinion first- before coming.to smy
conclusion. After sll, this is & Bill for imposing a heavy tax and T pti]l
maintain that the Government should agree and .the House should: .also
-agree to send it for eliciting public opinion on it. Now, there ig.a. very
strong point' in favour of its circulation, namely, that it was given g, the
Members only a few days ago. In evidence of that fact, I might meagtion
that one- Member wag not even supplied with &' copy of the.Bill.s That
only goes to show that an important Bill of this nature has come hefore
the House without giving to-she public the idea of that Bill by publishing
it ‘earlie. Now, Sir, that is not the only reason. An important Bill like
this should not be considered by 8 House which is so thin now.; It would
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bave been more graceful and more courteous on the part of the Govern-
ment not to have brought this Bill at this moment. 1 know the Govern-
ment would say that it is no fault of theirs if the Congress people do not
come to the House at present. But the Government know that they have
t reagon for absenting themselves at the present moment. If Govern-
ment were wise, then they should have had some regard for the public
and their representatives in this country. We know that talks are actually
going on between the Leaders of the Congress Party and the Govern-
ment . . .

Mr. President (The Honourable Sir Abdur Rabim): The Honourable
Member need not go into that matter. It is not relevant to the motion
before the House.

Mr. Lalchand Navalrai: Mayv I request the Chair to hear me. I am
only submitting . . . . . .

Mr. President (The Honourable Sir Abdur Rehim): I have heard the
Honourable Member. He is referring to certain negotiations which are
supposed to be going on between the Government and the Leaders of
Parties. That is not relevant to the Bill before the House.

Mr. Lalchand Navalrai: I only say that that is all the more reason for
ciroulating the Bill. It is just possible that they may come to certain
terms and then we will have the Cnngress Members in the House and
then the Bill can be considered fullv. I am arguing on that point. I do
not care whether they agree or not amongst themselves. That is a
different question. My point is that that is also one of the reasons for
not hurrving the Bill but for its circulation.

Then, Sir, another reason which has to be considered is this. There
is & great cry in the country that this measure should not be hurried
through in the manner it is proposed to be done. Of course, there will be
a few chosen Members of this House in the Select Committee, but they
will be very few in number. Why should not the Government elicit the
opinion of the people affected by this measure? Therefore, I think this
is another reason why Government should accept the proposition for
circulation.

Again, ever since this Bill has been taken up, from the very first day
we have been inundated with telegrams and representations; the Govern-
ment have also received several representations from the various commer-
cial bodies and others affected by this Bill. That shows the strong feeling
that existy against a measure of this character and it is only fit and proper
that Government should respect the public feeling outside. S8ir, I have
also received several telegrams and representations. I have got a telegram
from my own constituency, the Buyers and Shippers Chamber of Karachi.
This is un established Association and it has sent me a telegram, and I
have no doubt it has also sent a similar telegram to the Honourable the
Finance Member. It says that this Bill should be placed before ‘the
country after the Budgetary position of the Government is made known
to the public and after the public has had an opportunity to scrutinise it.
I think it is & very remsonable request, because even in this very House
many Honourable Members have said that we are proceeding to enact
this measure without any data. We do not know what the financial
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position is, we do not know how much money Government want. we do
not know what is the exact amount of deficit, but you merely come forward
with this Bill and tell us that you want 50 per cent. of the excess profit
tax. You don’t tell us how you have hit upon the 50 per cent. figure
Why do you ask for a blank cheque from us? I do not know why the
House should agree to sending this Bill to a Select Committee.

Then, Sir, 1 was surprised to hear my friend, Sir Raza Ali, when he
said that we do not lose anything by sending this Bill to a Select Com-
anittee. He asked—what if we admit the principle of the Bill? Ii we
4dmit the principle of the Bill, then we give away our whole case; that
means we agree to the levy of the tax; they may make a few changes here
and there, but those modifications will not serve our purpose. If you
admit the principle of the Bill subject to certain modifications you will
bave to pass it. 8ir, if ever there was an important Bill to be circulated
for public opinion, it is this. I, therefore, strongly urge that this Bill
should be circulated for eliciting public opinion. Now, what do the Gov-
ernment want by this Bill? It is stated in the Objects and Reasons that
the country is now engaged in & war and it will inevitably involve it in
udditional expenditure. Now, Sir, God forbid, this country is not
involved in war, and let us hope that it will not be invoived in war. We
do not wish that any such dire calamity should befall us. It is absolutely
wrong to say that the country is involved in war, and, therefore, there is
no justification for the Government to come here and ask for money by
means of a measure like this. Of course, if there is war and if the country
s involved in it, the Government will require additional expenditure, but
aince there is no war, I don't see why we should agree to give more money
to the Government. The Government of India must cut their coat
according to the cloth. Many methods of retrenchments have been
sdvocated from time to time in this House, and if all those methods are
udopted, there will be no need whatever for raising money in this manner.
Of course, owing to the present European situation anything might happen
here also, and the Government will have to strengthen their defences in
India, but we have already been saying for the defence of India. 1f thev
prepare their budget properly and adopt all the recommendations which
have been made by us on the floor of this House, there will be no need
whatever for raising more money in this manner. The 50 per cent. Lax
that they are asking for must be justified.

Then, 8ir, it is said that the measure is not premature. I submit it is
very premature. In the first place, as I have shown, there is no need for
it. If they want it in anticipation of expenditure, they must prove it,
which they have not done. They have also not shown what they have
actually spent in anticipation of sanction. So I submit no ease has been
made out for this Bill.

It was also said today that the prices have gone up enormously and
people have made huge profits at the expense of the poor people. My
Honourable friend, Sir Yamin Khan, said, he had to pay twice the price
for a certain article. That is absolutely correct. But it is the Govern-
ment who were responsible for it. When the prices began to rise the
country wanted some control but Government turned a deaf esr to it.
Now they want 50 per cent. of the profits made by these people. 8o it is
the poor consumers who will have to payv it and there would be some
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justification for the tax if the proceeds were given back to the poor
consumers.

Dr. Bir Ziauddin Ahmad (United Provinces Southern Divisions: Non-
Mubammeadan Rural): Will it satisfy the Honourable Member if it is
given to the taxpayers?

Mr. Lalchand Navalrai: It should be returned to the poor people rather
thun to the taxpayers. The point is that there is no justification.in not
controlling the prices and then demanding 50 per cent. of the profits.

Therefore, this Bill should be considered by commercial and industrial
people and by the consumers and agriculturists and the whole country.

Then, 8ir, I come to a constitutional point. This Excess Profits Tax,
by whatever name it may be called, is to be levied as a tax on income, and
under section 138 of the Government of India Act, as modified by the
Niemeyer Award and the Order in Couneil, 50 per cent. of the income-tax
is tu go to the provinces. As this is also going to be a tax on income, are
the Government of India going to give half of this 50 per cent. Excess
Profits Tax to the provinces? If they do not it will be constitutionally
wrong, unjust, and illegal. Only a manceuvre has been done to make it
legal. That is the second constitutional point. This Bill has come in after
the Excess Profit Tax Act has been passed in England. According to the
Government of India Act the Governor General has power to levy taxes.
Why have they not done it under the Act of 1985 if they want to levy this
Eixcess Profits Tax also? What has happened is this: this Bill followed
an announcement that His Majesty's Government had inserted in clause
1 of the Government of India Act and Burma Miscellaneous Amendments
Bill a proviso to enable the Government of India if they so desired to
introduce an Excess Profits Tax such as that introduced in England. The
necessity for the amendment does not appesar to be clear. The Government
of India in their powers under the Taxes on Income as included in the
federal list must be held to possess sufficient rights to levy such taxes. Tax
on income must include taxes on excess profits. Therefore, I submit, this
is being done unconstitutionally. When the country has cried hoarse that
the Government of India Act is not suitable and should be amended, this
should not have been done. When they had these powers under the Act
of 1985, what did they do? Did they exercise those powers? Why not?
Why should they follow Britain? Because Britain is involved in a war, we
are not involved in the war: if the main ground in England is that they
are engaged in a war there and they wanted money for that purpose, it
cannot be the same here. If the money was wanted for any purpose the
Government of India had power to get it in exercise of the powers of the
Governor General. I, therefore, submit, this constitutional point, ar_ld
from this point of view this Bill ought not to be sent to the Select Commit-
tee: Now, I find. . . .

M. President (Tho Honoursble Sir Abdur Rahim): Does the Honourable
Member wish to conclude his speech today?
Mr. Lalchand Navalral: No, Sir. :

The Assernbly then adjourned till Eleven of the Clock on Monday, th
12th Februarv. 1940,
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