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LEGISLATIVE ASSEMBLY.
" Saturday, 22nd March, 1941

The Assembly met in the Assembly Chamber of the Council House
-:at Eleven of the Clock, Mr. President (The Honourable Sir Abdur Rahun)’
:in the Chair.

STARRED QUESTIONS AND ANSWERS.

(@) ORAL ANSWERS.
REPORT OF THE ALIENS ADVISORY COMMITTER.

458, *Sir ¥. E. James: Will the Honourable the Home Member be
tpleased to state:

(a) if the  Aliens Advisery Committee has completed its work and’
if not, when its completion is expected ;

(b) how many enemy aliens- have been released as a result of the
Committee’s classification and recommendation; and ,

(¢) hew many enemy aliens are now (i) in internment camps, and
(ii) on parole?

The Honourable Sir w I.lqull (@) Yes.

(b) Of 389 recommendations se far examined, 32 were unanimous re-
-oommendations for release. In ﬁbe case of these 32 persons, orders for
'the release of 24 have issued, and cdver the release of 12 adult and 2 minor
depend'mls of these persons. In the remaining 8 cases, the recommmenda-
fion is either conditional upon employment bemg obtained or requires
further examination for other reasons.

(o) Of 2,955 enemy subjects, male and female, in India, 736 are intern-
‘ed, 489 are restricted to parole centres under certain disciplinary condi-
“tions, and the balance, 760 males and 970 females (mostly missionaries,
nuns, and refugees) are at liberty but subject to such of the restrictions
‘prescribed in Part II of the Enemy Foreigners Order, 1939, as Provincial
Governments, having regard to the features of each case, have considered
"it meceszary to retain.

Maulana Zatar Ali Khan: With reference to part (c) of the question,
do the enemy aliens include only Italians or Germans also?

The Honourable Sir Reginald Maxwell: They include Germans also.
Mr. Lalchand Navalrai: At what places are they interned?

The Honourable Sir Reginald Maxwell: The internment is at Ahmed-
‘nagar.

Mr. Lalchand Navalrai: Is it a fact that at Ahmednagar the price of
*food-stuffs has gone up?

(1755 ) N
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The Honourable Sir Reginald Maxwell: I am not aware of that.

Dr. ¥. X, DoSouza: Is it a fact that the concentration of enemy:
prisoners in certain parts of the country, chiefly in Mysore, has rendered:
living in those places extremely dear, and there are complamts from the-
lqcal people, both at Ootacamund and Bangalore?

The Honourable Sir Reginald Maxwell: I have no information on that
point.

Dr. ¥. X. DeSouza: Will the Honourable Member obtain information.:
and try to rectify the position if possible?

The Honourable Sir Beginald Maxwell: What is the Honourable Mem-
ber’s suggestion? That the enemy aliens should be given less to eat?

REFUSAL OF THE PRESIDENT, CANTONMENT BOARD, ALLAHABAD, TO GIVE &
COPY OF THE BUDGET AND FURNISH CERTAIN INFORMATION TO THE PRESI-
DENT, CANTONEMENT TAX PAYER’S ASSOCIATION, ALLAHABAD.

459. *Qazi Muhammad Ahmad Xazmi: (2) Will the Defence
Secretary be pleased to state whether the budget of a Cantonment Board
is to be kept as a confidential document, or is the public entitled to have a
knowledge of it?

(b) If the public have got a right to. have a kmowledge of it, what are
the ways in which that knowledge can be obtained? o

(e) Is it or is it not a fact that the President of the Cantonment Tax--
payers’ Association, Allahabad—which office is at present oceupied by Lala
Manmohan Das, a premier, Rais of Allahabad—had in conmeetion with
the recent proposals for the imposition of professional tex, enquired of the
President of the Cantonment Board the reasons therefor and for a copy
of the budget for that purpose, and the President of the Cantonment
Board refused to give a copy of the budget and informed the President
of the Association that no further communications from him will be
answered ?

(d) If the answer to part (c) be in the affirmative, will the Honourable
Member please state whether the answer of the President was in order?
If it was not, what steps do Government propose to take to rectify such
mistakes ? '

(e) What are the qualifications for the members of the public which
entitle them to obtain information regarding the matters of the Canton--
ment Board which are intended to be open to the public?

Mr. C. M. @. Ogilvie: (a) The Cantonment budget estimates are not
confidential documents.

- (b) Either through their elected members or by being present when they
are discussed by the Board. In this connection attention of the Honour-
able Member is invited to sections 42 and 242 of the Cantonments Act,
1924..

(c) and (d). Yes.
(e) No qualifications are necessary.
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RE¥UsSAL OF TAE CANTONMENT BOARD, ALLAHABAD, TO GIVE WATER
CoxnNECTIONS TO. HOUSES IN THE CANTONMENT AREA.

460. *Qazi Muhammad Ahmad Kazmi: (a) Will the Defence Secretary
please state who is responsible for the water supply to the inhabitants
of the Cantonment area in Allahabad, the Cantonment Board, or the Mili-
tary Engineering Service?

(b) Is it or is it not a fact that while the Municipal Board at Allahabad
is bound to give water supply to every house assessed to a rent of Rs. 96
per annum, and supply water to houses of lower rental, the Cantonment
Board at Allahabad has refused to give water connections to any person,
or to at least the majority of the applicants of all grades of rentals, for the
last three years?

(c) If the answer to parts (a) and (b) or any part of part (b) above,
be in the affirmative, what is the reason for it, and have Government con-
sidered the means of meeting this grievance of the public in this direc-
tion ¢

Mr. 0. M. . Ogilvie: (a) Water is supplied by the Military Engineer
Services.

(b) and (c). A few connections have been refused in the cantonment
owing to low pressure of water in the mains. The Board are considering
taking a bulk supply under section 234A of the Cantonments Act.

TRANSFER OF CERTAIN AREAS UNDER THE CONTROL OF THE CANTONMENT BoaRD
TO THAT OF THE MUNICIPAL BOARD, ALLAHABAD.

461. *Qazi Muhammad Ahmad Kazmi: (a) Will the Defence Secre-
tary please state whether it is a fact that the Cantonment Area in Allaha-
bad is scattered in several parts, some of the parts are surrounded by
the Municipal Area, for example, Old and New Lascar Lines, Kydgunj,
Baghara and Ghalla Bazar and others situated to the east of Railway
line, and are altogether inhabited by civil population, and have for a long
time ceased to be of any use to military authorities?

(b) Is it or is it not a fact that areas mentioned in part (a) above
receive scant attention from the Cantonment Board and the irhabitants
living there have far less amenities of life available to them than those
available to the inhabitants of neighbouring municipal area?

(c) Are Government aware that the inhabitants of these areas have
been agitating for the transfer of these areas to the Municipal Board for
a long time, and the Municipal Board, Allahabad, is prepared to take
them? '

(d) What are the reasons that the Cantonment authérities in spite of
these demands, have been delaying the matter since a long time?

() Have Government considered the advisability of taking steps for
a long time, and the Municipal Board, Allahabad, is prepared to take

Mr. 0. M. @. Ogilvie: (a) Yes. Except New Lascar Lines in the Fort
Cantonment and certain houses in the Chatham Lines occupied by military
personnel, these areas are inhabited by Civil populatien.

(b) No.
A2
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(e) An application was recently received from certain residents of the
Cantonment.  With reference to the latter part of the question Govern-
ment have no information.

(d) and (e). The excision of areas not required by the military autho-
rities is under the consideration of Government.

Qazi Muhammad Ahmad Kazmi: Will the Honourable Member .be
pleased to state how long this consideration will continue and when a final
decision will be arrived at?

Mr. C. M. G. Ogilvie: I am unable to give an accurate forecast. The
matter presents an extreme degree of complication, but possibly in this
case, which is more advanced than others, the next few months shouid
see a final solution.

PROPOSEDIMPOSITION OF A PROFESSIONAL Tax BY THE CANTONMENT BOARD,
ALLAHABAD.

462. *Qaxl Muhammad Ahmad Kazmi: (a) Wili the Defence Secretary
please state whether it is a fact that the Cantonment Board, Allahabad,
have recently decided to impose a professional tax on all residents of
the Cantonment area?

(b) Is it or is it not a fact that the incidence of taxation is not on a
practical trade or calling but on the separate items of a trade or calling,
and are Government aware that this in case of general merchants and
other traders would weigh very heavily?

(c) Are Government aware that the Cantonment area at most of the
places being sparsely populated, small traders have to keep a large
variety of goods for earning a 'very modest income?

(d) Is it or iy it not a fact that no such professional tax is being
imposed by the Allahabad Municipal Board?

(e) Have Government considered that the imposition of such a taxa-
tion would very much handicap the traders in the Cantonment area, as
they would not be able to compete with traders in the neighbouring
Municipal area and would ruin their trade?

(f) Have Government considered the advisability of taking steps to
get the imposition of this tax stopped?

Mr. C. M. @. Ogilvie: (a) to (f). The Government understand that the
question of the imposition of a professional tax is under the consideration
of the Cantonment Board.  As, however, no proposals have yet been
received the latter parts of the question do not at present arise.

Qazi Muhammad Ahmad Kazmi: Is the sanction of the Central autho-
ity required for the purpose of this taxation?

"'Mr. C. M. @. Ogilvie: Yes, Sir.

Qazi Muhammad Ahmad Kazmi: Have Government recelved any such
application from the Cantonment Board? it

Mr. C. M. @. Ogilvie: No, Sir. I have informed the Honourable
Member that the proposals to raise the taxation have not yet been received
by Government.
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Qazi Muhammad Ahmad Kazmj: Is it a fact that they cannot be made
final without the sanction of the Central Government?

Mr. 0. M. G. Ogilvie: They cannot be.

COMPLAINTS OF MALPRACTICES AGAINST MEMBERS OF THE CANTONMENT BOARD, -
o ALLAHABAD. :

463. *Qazi Muhammad Ahmad Kazmi: (a) Will the Defence Secretary
please statc whether 1t is or it is not a fact that there are general com-
plaints against the members of the Cantonment Board, Allahabad, that
some of them take contracts of the Board in the names of their relatives,
‘while others connive at these misdeeds? ' -

(b) Is it or is it not a fact that the Cantonment Tax-payers Associa-
tion brought this matter to the notice of the Secretary, Local-Self Gov-
ernment Department, United Provinces, supported by certified copies of
applications and statement of a member of the Cantonment Board esteb-
lishing' close relationship of the member with a contractor of the Canton-
ment Board, who is a nephew of the member and forms joint family
'with  him, but no ‘action has at yet been-taken against either of them?

‘(c) Have Government considered the advisability of instituting ap
enquiry into the matter and teke proper action aguirst the members who
indulge in such practices?

Mr. 0. M. G. Ogilvie: (a) and (c). No general complaints have been
received. ~ One complaint has been received by the Government of India
‘and enquiries are being made.

(b) Government have no information,

Dr. Sir Ziauddin Ahmad: I think this question is in itself a complaint.

Mr. Govind V. Deshmukh: Is the complaint now under the considéra-
tion of Government? ’ .

Mr. C. M. 9. Ogilvie: One compluint has been received and is being
examined. There have been no general complaints as to the corruption
or inefficiency of the members of this Board,

Mr. Govind V. Deshmukh: Will the Honourable Member wake
inquiries -as regards part (b) of the question?

Mr. C. M. G. Ogilvie: No, Sir; it is no concern of the Government of
India.

PoLicE WARKING TO MR. BABURAO PaTEL, EDITOR FILMINDIA, BOMBAY,

: 464, *Mr. Govind V. Deshmukh: Will the Honourable the Home
Member be pleased to state if it is a fact that Mr. Babyrao Patel. editor of
Filmindia, Bombay, was called by the C. I. D. to its office and given &
warning under the instruction of the Government representative on the
Film Advisory Board? What were the reasons for giving such a warning?

The Honourable Sir Reginald Maxwell: Yes. Mr. Baburao Patel had
informed several persons that he had in his possession, or had had acvess
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to, a confidential Government document and that- ke propésed to publish
it or to make use of it for the purpose of an article.

Mr. Govind V. Deshmukh: Was that warning based on sound grounds
or was merely a bluff?

The Honourable Sir Reginald Maxwell: It was considered advisable to
draw the gentleman's attention to the risk he ran.

T Frim Apvisory Boarp aND FILMS PRODUCED BY IT.

465. *Mr. Govind V. Deshmukh: (a) Will the Honourable the Home
Member be pleased to state the films produced so far by the Film Advisory
Board to fulfil the original objects of the Board? Who are the members
of the Board and what are their qualifications? Are they elected or
nominated to the Board?

(b) Are Government prepared to compose this Board of members who
are educationists and publicists and are conversant with mass psychology?

The Honourable Sir Reginald Maxwell: (a) The Film Advisory Board
has not hitherto produced films but has advised Government regarding their
production. I lay a statement on the table showing:

(i) the films produced by Government under contract with various
producing companies, and '

(ii) the members of the Board. The qualifications required of the
members are knowledge of the film industry on the producing
or distributing sides and, in the case of Mr. Smith, general
business experience in the control of expenditure, etc. . The
members of the Board were nominated. ‘

(b) No.  The function of the Board is to advise Government on techni-
cal questions relating to the production and distribution of films.

(i) Films preduced by Government under contract with various producing companies.—
(1) ‘A Day with the Indian Army".
(2) “He’s in the Navy Now" (Royal Indian Navy).
(3) ‘‘Bchool for Soldiers’’ (Training f 7 issic ie Milii
Acsiimy Db i) ey ( g for emergency commissions at the Miliiary
(4) “Planes of Hindusthan (No. 1 Squadron, Indian Air Force).
(5) “The Road to Victory'. TR
(6) “Making Money’’ (Showing the evils of hoarding).
(7) ““The Voice of Satan’’ (German propaganda methods),
(8)" “With the Indian troops in Malaya”. ’
. (9) “Indian Arms for Victory”
factories).
(10) *“Whispering Legions” (Showing the effects of s i
( cf spreadin £
(1) “Raising Air Fighters’’ § unlounded rumcnre).
(12) “Drums of the Desert’
(13) “The British Navy"
(14) “Canada’s War Effort” (Dubbed in Indian linguag * drrangement’
. of Tiaa? ( n nguages by dtrangément with

(Tour of the Reger Mission round ‘the munitioa

g British films ‘‘dubbed’’ in Indian lsngusges.
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‘Several other films are nearing -completion. and :tbe. Film Advisory: ‘Bdard's; own
camera wait, unfer H‘r ‘Bhaw, ‘is now producing.
‘(ii) Composition -of the Film Adeory Board
Chairmen—¥r. J. B. Walia. S "=
[Wadia Movietone Co., Bombay).
Vice-Chairman—Mr. C. B. Newbery,
[20th Century Fox Corporation (Indis) Ltd., Bombayl.
"Members—
+Government Ropresenbntwe—'Mr N. W. Smith, J.P,
¢(Times of India, Bombay).. X ,
‘Mr. "M.:B. Bilimoria,
(Messrs. M. B. Bilimoria and Co., Bombay).
.Rai Bahadur Chunilal, e -
(The Bombay Talkies Ltd., Bombay).
.Mr. Harish'Chandra,
(Motion Picture Distributore, Delhi).
_Mr. B, Chimanlal Desai, '
. (National Studios Ltd., Bombay).
:Khan Babadur Gulam Dossani,
(Dossani Film Corporation, (Caloutta).
iMr, ‘M. 'A. Fazalbhoy,
(Photophone Equipments did., Bombay).
Mr. Kapurchand Mehta,
(Messrs. Kapurchand Ltd.. Bombay).
Mr. Jagat Narayan,
(Jogat Talkies Disteibutors, Delhi).
Mr. N, Dalsukh Pancheli,
(Empire Talkie Blm'i‘butors Lahore).
Mr, B. K. Paij,
(Famous Pictures, :-Ltd., Bombay).
Mr. A. Rowland-Jones,
[Metro-Goldwyn-Mayer :(India) Ltd., Bombly]
-Mr. G. F. Reardon,
[British Distributors (India) Ltd., Calcutta].
-Mr. M. T. Rajan,
(Vel Pictures, Lid., Madras); .
Mr. V. Shantaram,
(Prabhat Film Ge., Roona).
Mr. A, A, Walter,
(Warner Bros. First National .Pwtﬂnen, Bombay).
Mr, B. K. Khemka,
(East Indian Film Go., Caclutta).

H.r. Govvmd V. Deshmukh: Who is this Mr. Smith and what are his
-qualifications ?

The Honourable Sir Reginald Maxwell: I said, general business ex-
:perience. ’ :

Mr. Lalchand Navalrai: How are these members of the board nomi-
-nated? By what process and by whom ? 4
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The Honourable Sir Reginald Maxwell: They. are-seleated from among:
the most prominent persons in the productien. and distributing trade.

Mr. Lalchand Navalrai: By whom are they nomingted?

The Honourable Sir Reginald Maxwell: They are nominated under the
authority of Government.

Mr. Lalchand Navalrai: \Who directly nominates them?

The Honourable Sir Reginald Maxwell: It can be said that they are
nominated by Government and so it is a Governmens$ board..

Mr. Govind V. Deshmukh: Are there on this: board amy producers of!

films who are foreigners or who have got foreign. business- houses in Bombay
or elsewhere?

The Honourable Sir Reginald Maxwell: T should like to Bave notice of’
that question. I do not think there are but there may be an American.

Mr. Govind V. Deshmukh: May I take it that the original objects of’
the board are to educate the countries overseas and to help war efforts?

The Honourable Sir Reginald Maxwell: Not quite.  Primarily, they

are to advice Government in the production of films: both internal and-
external.

Mr. Govind V. Deshmukh: What particular use have Government in:
mind when it says that these films are meant for internal: and external use?

What is the object in producing these films?  For what use are they
intended to be applied?

The Honourable Sir Reginald Maxwell: For publicity of various kinds-
and more publicity.

Mr. Govind V. Deshmukh: May I know if Government have got any
particular interest in mind?  What is the sort of publicity they want?

The Honourable Sir Reginald Maxwell: The films that are produced’
cover a number of Government activities, both war effort and the perform-
ance of Indian troops in the war, their training and so forth, and the
activities of various Government Departments and of the country generally.
In fact, it is an effort to harness the film industry for- the purpose of
publicity, which was not hitherto done.

Mr. Govind V. Deshmukh: May T suggest to Government that it should*
have principally in view the ides of showing the war effort w1t-hm the
country rather than the education of countries overseas?

;l'h: Honourable Sir Reginald Maxwell: No; both the objects are im--
portan

Ix Lalchand Navalrai: May 1 know if the power of nominating this-

board has been delegated to an officer and it:is left- to him entirely to
select any one whom he likes? .
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' The Honourable Sir Reginald Maxwell: ' Any officés whom thé Govern-
ment employs for the purpose is under the control of the Government and -
the Government are responsible ultimately.

Mr. Govind V. Deshmukh: May I know whether before these films are -
sent abroad for the education of other countries, these films are exhibited:
in India and approved by the Indians in general?

. The Honourable Sir Reginald Maxwell: The films sought to be pro--
duced for exhibition in other countries have not-yet been completed. That -
is why Mr. Shaw was brought out.

INDIAN FiLMS FOR THEATRICAL EXHIBITION BY THE BRITISH MINISTRY OF
INFORMATION.

466. *Mr, @ovind V. Deshmukh: (a) Will the Honourable the Home -
Member be pleased to state which Indian producers have so far secured..
production contracts and for which films? And do these producers occupy
‘any positions on the Board or are represented on it? = = L

. (b) Were any of these films sent to-the British Ministry of Information, .
and were these returned with the remark that they were too amateurish.
for theatrical exhibition?

m".'l'he Honourable Sir Reginald Maxwell: (a) I I'Ay a statement on the -
table.

(b) Two films, made before the formation of the Film Advisory Board,
were described as too amateurish for general theatrical release in England °
but both have been successfully shown throughout India and, when actually
shown in England, were very favourably reviewed by the London Times.

Statement of Indian DProducers given condracts for films,

(1) Bombay Talkies Ltd. for “‘A day with the Indian Army’’, Raj Bahadur Chunilal
Managing Director of Bombay Talkies, 13 a- member of the Film Advisory Board,
Lut the contract for this film was placed by the military aathorities nearly a year
ago bofore the Board was formed, .

(2) Wadia Movietone Ltd. for ‘“‘Voice of Satan™ Mr. J. B. Wadia, Chairman of
Wadia - Movietone, is Chairman of the Film Advisory Board. Only actusl out-of-
pocket expenses incurred in the making of this film were charged. ‘

' -(3) Mr. Ezra Mir for ‘“Whispering Legions™ Mr. Ezra Miv is not connected with
the Board. )

(4) 20th Century Foxz (India) Ltd. for *‘Making Money and India Arms for Victory’.
Mr. C. B. Newbery, Monaging Director of 20th Century Fox, is Vice-Chairman of
the Board, Only actual out-of-pocket expenses were charged.

{5) New Theatres, Calcutta for ‘‘dubbing” three Englisk sherts in Indian lauguages.
New Theatres are not represented on the Board.

{6} National Studios, Ltd. for making Indiar language versions of ‘“The Road to -
Vigtory’'. . Mr, Fezalbhoy of Nationdl Studios I.td., is a member of the Board. The
work was undertaken at the request of Govermmnent who. are satisfied that the estimate -
accepted left little, if any margin of profit. i
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Mr, Goyind V. Deshmukh: The information may-be laid on the table,
but may I know whether the appointments to this board are such as to

- eliminate any chance of favouritism to the producers of the various films
in this country?

The Honourable Sir Reginald Maxwell: There is no favouritism what-

+ ever.

Mr. Govind V. Deshmukh: Does not the Honourable Member appre-
“hend that persons on the board who are producers are likely to Bemefit by
“being on the board and deciding as to whether a particular film should be

produced and by whom and whether it should be exhibited or not?

Mr. President (The Honourable Sir Abdur Rshim): That is a matter
for argument.

Porick WarNING TO MR. BaBURAO PaTEL, EDITOR FILMINDIA, BOMBAY.

+4687. *Sardar Sant Singh: (a) Will the Honourable the Home Member
“be pleased to state whether Government’s attention has been drawn to
an article published in the Filmindia, in its issue of February, 1941, on
~page 15, by Mr. Babu Rao Patel under the caption ‘Stop this waste of
" public money’?
(b) Is it a fact that the writer was called by the Criminal Invgstiga.tion
"Department and given a warning? If so, what was ‘tl}e nature of the
~warning, and why was it considered necessarv to give it?

(c) Is it a fact that such warning was given under the Defence of India
“Rules? .

The Honourable Sir Reginald Maxwell: (a) Yes.

(b) Yes. He was warned against publishing the contents of a confi-
- dential Government document and told that he would expose himself to
. prosecution if he did so. The warning was given because he had stated
to various persons that the document was in his possession or that.he had -
~had access to it and that he proposed to publish it or make use of it-

(¢) No, but Mr. Baburao Patel was warned that, in certain circum-

stances, action could be taken against him under the Defence of India
Rules.

"TeE FiLM ADVisorRY BOARD AND ALLEGED JOBBERY AMONGST 1TS M¥FMBFRS.

1468. ‘Sgrdar Sant Singh: (a) Will the Honourable the Home Member
please state if the films produced so far by the Film Advisorv Board fulfil
- the object for which the Board was set up in July, 1940? )

(b) What are the qualifications of the members of this Board? How

many of them are educationists or publicists? Is it a fact that some of

" them are connected with film industry and derive pecuniary benefit from
: the industry?

(¢) How many meetings of the Board were held? Did all members

: attend all these meetings? How many of them did not attend any meeting?

-tAnswer to this question laid on the table, the questioner being wbseit.
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(d) Did any Indian producer secure any production contract and for
which film? If the answer be in the affirmative, is that producer connected
‘with the Board in any manner?

(e) Is it a fact that Mr. Jamshed B. H. Wadia, the Chairman of the
Board, secured a contract for producing ‘Voice of India’'? If so, what
:amount was paid to him? What were the reasons for giving him this
contract?

f) Is it a fact that another contract for production was given to National
Studio Limited? If so, is it a fact that its directors are members of the
Board?

.~ (g) Is it a fact that Mr. H. W. Smith, Business Manager of the Times
of India, has been appointed as Government representative on the Board?
If so, what are his qualifications? :

(h) Is it a fact that the offices of the Board were located in the
ipremises of the Times of India? If so, what was the total amount of rent
paid for the same?

(i) Is it & fact that Mrs. Smith is the Secretary of the Film Advisory
Board? Is she employed elsewhere as well? What emoluments are being
paid to her? '

The Honourable Sir Reginald Maxwell: (a) Yes. The films are being
shown in Cinemas in all parts of India and are being very well received.

{(b) With the exception of Mr. H. W. Smith, the Governmeat represen-
tative, they are all prominent film producers or distributors.  Govern-
ment are not aware how many of them are also ‘‘educationists or pub-
licists””. They were invited to join the Board because of their knowledge
of the Indian film industry. All of them, except Mr., Smith, are con-
nected with the film industry and presumably derive pecuniary benefit
from it.

(¢) Regular fortnightly meetings of the Board have been hLeld and
there have also been many special meetings and meetings of sub-
committees. Some members from Lahore, Delhi, Calcutta, ete., have not
been able to attend any meetings but they have been kept in touch with
the work of the Board by the circulation of minutes. Most of the Bombay
Members, however, have been regular in their attendance and have given a
great deal of their time to the work of the Board.

(d) 1 refer the Honourable Member to the answer given by me to part
(a) of Mr. Govind V. Deshmukh’s question No. 466.

(e) No contract was given for the production of any film called ‘‘Voice
of India'’. The contract, however, for producing a film called *‘Voice of
Satan'’ was given to the Wadia Movietone Company of which Mr. Wadia
is the Chairman. The amount paid was Rs. 8,652/18/- for a film of 1390
feet and represents actual costs. Mr. Wadia gave his own services for
supervision and writing of additional dialogue free of charge. The con-
tract was given to Wadia Movietone because Government were anxious
tto have the film produced as soon as possible and the fir:n was well qualified
to undertake the work. Mr. Wadia was not Chairman of the Board,
though he was a member, at the time that the contract was placed.

(f) A contract for ‘‘dubbing’’ the " Road to Victory" in Indian lan
‘was given to National Studios Ltd. a director of which, Mr. M. Fazm
is a member-of the Board.
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(g) Yes.. . His long business experience as Director and: Business
Manager of an important Bombay firm and his knowledgé of accounts.. -

(h) Yes. No rent was paid as the proprietors of the Times of India
very generously gave office accommodation and considerable secretarial

assistance free of all charge for five months, in addition to lending the:
services of Mr. Smith.

(i) A Mrs. Smith, who is no relation of Mr. H. W. Smith, was Secretary
of the Film Advisory Board until a few days ago, when she was compelled
to resign in order to undergo a serious operation. Mrs. Smith. was not
employed elsewhere.  Her salary was Rs. 250 per month.

INp1aN FizmMs FOR THEATRICAL EXHIBITION BY THE BRITISH MINISTRY OF
INFORMATION. '

1469. *Sardar Sant Singh: Will the Honourable the Home Member be-
pleased to state if it is a fact that two films produced by the Advisory Board
were sent to British Ministry of Information? If so, were these returned'
as ‘‘too amateurish for theatrical exhibition’’? 1f so, what actién have-
‘Government taken, or propose to take, against the Advisory Board?

** The Honourable Sir Reginald Maxwell: I would refer the Honoursble

Member tc the answer given by me to part (b) of Mr. Govind' ¥. Desh-
mukh’s question No. 466.

: APPOINTMEXT OF ME. ALEXANDER SHAW AS FiLM ADVISOR TO TRE
GOVERNMENT OF INDIA.

1470. *Sardar Sant Singh: (a) Will the Honourable the Home Member
please state if it is a fact that Mr. Alexander Shaw was brought as an
expert from England and appointed as Film Advisor to the Government of
India? Was no Indian of requisite qualifications available?

(b) Has the appointment of Mr. Alexander Shaw justified itself? At
whose recommendation was Mr. A. Shaw appointed?

The Honourable Sir Reginald Maxwell: (a) I would refer the Honour-

able Member to the answer given by me on the 14th March, 1941, to Mr.
Lalchand Navalrai's question No. 319.

(b) Mr. Shaw was appointed on the recommendation of the Director
of the Film Division of the Ministry of Information and of the Information
Officer at the India Office.  He has only been three months in the country
but his appointment is already justifying itself and Government are satis-
fied that it was a very good one.

THE FiLM ApvisorY BoARD AND FILMS PRODUCED BY IT.

1471. *Sardar Sant Singh: (a) Will the Honourable the Home Member
please state the names of the paid personnel of the Film Advisory Board,
their designation and salaries?

(b) What is the number of pictures produced so far and the amount
spent on them and the amount of revenue received by way of returns?

(c) What is the list of pictures.to be produced during the current year
and money to be spent thereon from the Indian treasury?

(d) What is the amount the British Ministry of Information has pro-
‘mised to contribute towards the salary of Mr. Shaw during his services with

+ Answer to this question laid on the table, the questioner being absent.
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ithe Board? Do Government propose that, after the termination of his

services at the end of the year as per his " contract, a competent Indmn'
will be recruited for the post?

(e) What is the guarantee that the British Ministry of Information will
-accept films produced by the Board after the return of Mr. Shaw, at the
rates mentioned in the grticle published in the Filmindia in its issue.of

February, 1941, on page 15 by Mr. Babu Rao Patel under the captlonv
"*‘Stop this waste of public money’’?

The Honourable Sir Reginald Maxwell: (a) I lay a statement on the
“table.

(b) Fourteen pictures have so far been produced at a cost of
Rs. 87,878-11-0, exclusive of the cost of extra prints ordered as required.

The films are supplied to exhibitors free and no revenue has, therefore, been
received.

(c) Sanction has been given for the production of 12 ten-minute ‘‘shorts’’
and 12 five-minute ‘‘shorts’’ and for the ‘‘dubbing’’ of 12 English
“‘shorts’’ and 6 American ‘‘shorts’’ dealing with the war, if suitable films
are available. The amount to be spent thereon by the Central Govern-
ment including the cost of extra prints, is Rs. 3,07,080 but the Ministry
of Information have agreed to contribute to the cost of the ten-minute

“‘shorts’’ on a £1 for £1 basis up to a maximum of £€10.000 for 20 “‘shorts’”
-and -half the cost of these will therefore be recovered.

(d) £1,000. The latter part of the question has not yel been consider-

sed but it is expected that the Board’s own film unit will be able to carry on
under an Indian director.

(¢) The Ministry of Information have already approved of a list of
subjects submitted to them and agreed to contribute half the cost of making
them. There is no reason to suppose that they will not implement their

‘guarantee.
-Film Advisory Roard.
Administrative Staff.,
Rs. p. m.

‘Business Manager - . L. T. Shivdasani . . 800
‘Secretary* . . . . . . . . 250
rL. de Souza . . . 100
Bookers . .{ M. Desai . . 100
D. Lobo . . . . 60
Typists . . [ Miss de Monte . . 80
1s. Raghavan . . . 60
Packer . . . . Tukaram Gunaji . . 20
Accountant . . . H. Pereira . . . 109
Peons . . . . [Sitaram Gopal . . 20
) \ Shankar Putlaji . . 20
Librarian . . 8. Wadia . . . 60

*Secretary resigﬁed on March 15, 1941 and the post has not yet been filled.
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-Film Umit.
Odficer in charge of produc- Alexander Shaw . . £1,000 per annuwm plus
tion. Rs. 700 per month,

Rs.
Secretary . . 'Miss Rama Rau . . 200
Director . . . Bhaskar Rao . . . 500
Cameraman . . J. Bodhye . . . 260
G. Singh . . . 100
Apprentices . .{ E. Warriar . . . 100
lv. Mhatre .- . . 100
Peons ] / Shivram Shavant . 20
Govind Ganoo . . 20

-

House RENT ALLOWANCE TO MIGRATORY AND NON-MIGRATORY GOVERNMENT
STAFF NOT PROVIDED WITH QUARTERS AT DELHI.

. 472. *Mr. Muhammad Azhar Ali: (a) Will the Honourable the Finance
Member please state whether those members of the ministerial staff of the
‘Government of India Secretariat and/or the Army and Air Forces Head-
quarters, who moved to Delhi from Simla last October, and who could not
be allotted Government quarters, were granted house rent allowance?

(b) How many men among the ministerial steff of the Government of
India Secretariat and its attached and subordinate offices, - who were
detained at Delhi during the summer 1940, were not allotted Government
quarters during the last winter?

(c) Were the men mentioned in part (b) above granted any house rent
allowance for the winter season? If so, how much? If not, what is the
reason for the differentiation between the men referred to in part (a) and
those referred to in part (b) above?

‘The Homourable Sir Jeremy Raisman: (a) Yes.

(b) The information is being collected and will be laid on the table of
the House in due course.

(c) The answer to the first part is in the negative. ~ As regards the last
part, the scales of pay of the ministerial staff are fixed in relation to the
conditions in Delhi and certain compensatory allowances have in the past
been, and continue to be, granted to the migratory staff to compensate
them for the extra expenditure involved in their having to take seasonal
accommodation at high rates in both Simla and Delhi and for the high
cost of living at the former place. These considerations do not now epply
in the case of those who have been permanently located in Delhi.

STATEMENTS LAID ON THE TABLE.

Information promised in reply to starred question No. 128 asked by Sardar
Sant Singh on the 18th November, 1940

DesrABILITY oF REDUCTION IN RATES oF RENT FOR GOVERNMENT QUARTERS
1IN NEw DEeLHIL

(s) No. In the year 1921-22 and prior to it, rent charged for Government residences
generally was subject to a maximum of 10 per cent. of the monthly emoluments of the
Government servants to whom the residences were allotted. In the case of quarters in
New Delhi a special temporary reduction was made up to the year referred to when
the New Capital was under construction, :
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(b) The reply to the first portion of this part is in the negative; the second portion .
does not arise.

(c) and (d). Yes,

(e) The question of the reduction of rent charged from the staff of the Gov-
ernment of India who have now become non-migratory, has been considered and it
has been decided that no reduction is justified. Government are not prepared to -

consider the question of reducing the rent for others as under the rules as they stand,
rent is already charged at concessional rates,

Information promised in reply to part (b) of unstarred question No. 64
asked by Maulvi Muhammad Abdul Ghani on the 27th February,
1941.

HIGHER INITIAL SALARY FOR ANGLO-INDIANS ox RAILWAYS.

(b) The reply is in the negative.

Information promised in reply to parts (c) to (j) of unstarred questiom
No. 30 asked by Khan Bahadur Shaikh Fazl-i-Haq Piracha on the
28th February, 1941. '

REVISION OF SCALEs of PAy oF CERTAIN STAFr oN EAsT INDIAN RAILwaY.

(¢) to (j). The Honourable Member is referred to the reply to starred question -
No. 349, asked by Qazi Muhammad Ahmsd Kazmi on 15th March, 1941,

ELECTION OF MEMBERS TORgE]])!}S,STANDINGCOMMITTEE FOR

Mr. President (The Honourable Sir Abdur Rahim): I have to inform
the Assembly that upto 12 Noon on Wednesday, the 19th March, 1941,
the time fixed for receiving nominations for the Standing Committee for
Roads nine nominations were received. Subsequently three candidates
withdrew their candidature. As the number of remaining candidates is
equal to the number of vacancies I declare the following Members to be

duly elected, namely:
(1) Sardar Bahadur Captain Dalpat Singh,
(2) Haji Chaudhury Mubhammad Ismail Khan,
(8) Mr. Saiyid Haider Imam,
(4) Mr. Akhil Chandra Datta,
(5) Syed Ghulam Bhik Nairang, and
(6) Mr. J. Ramsay Scott.

ELECTION OF MEMBERS TO THE STANDING COMMITTEE ON
EMIGRATION.

Mr. President (The Honourable 8ir Abdur Rahim): I have also to-
inform the Assembly that upto 12 Noon on Wednesday, the 19th March,
1941, the time fixed for receiving nominations for the Standing Committee
on Emigration éleven nominations were received. Subsequently three -
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[Mr. President.]

.candidates withdrew their candidature. As the number of remaining
_candidates is equal to the number of vacancies. I declare the following
-non-official members to be duly elected, namely:

(1) Mr. M. Ghiasuddin,

(2) Sir Syed Raza Ali,

(8) Shams-ul-Ulema Kamaluddin Ahmed,

(4) Mr. N. M. Joshi,

(5) Mr. M. S. Aney,

(6) Khan Bahadur Shaikh Fazl-i-Haq Piracha,
(7) Rao Sahib N. Sivaraj, and

(8) Sir F. E. James.

’

:STATEMENT RE' ONE KRISHNA GOPAL GARG, A CONVICTED
PRISONER IN AJMER.

The Honourable Sir Reginald Maxwell (Home Member). With your
(permission, Sir, may I make a stuternent?

Mr. President (The Honourable Sir Abdur Rahim): Yes.

The Honourable Sir B‘gﬁlﬂd Maxwell: Sir, on the 14th March,
-reply to a short notice question put by Mr. Kazmx I informed the House,
-on the basis of . information received from the Chief Conimissiener,
‘Ajmer-Merwara, that Krishna Gopal Garg, a convicted prisoner in Ajmer,
had been placed in ‘“C’’ class on a previous occasion. On the 19th March,
-the Chief Commissioner informed me by telephone that this information
'had been found to be incorrect and that, since his - order regarding the
- classification of the prisoner had been passed on the express condition that
“the previous classification had been properly verified, he was again consi-
-dering what classification would be proper. I asked for full particulars in
-order that I might inform this House and I received them yesterday.
"The mlstake, which occurred in the Commissioner’s office in ascertaining
‘the prisoner’s prev1ous classification, arose from a bona fide misreading of
-certain orders passed in 1930. These orders related to the reclassification
-of certain prisoners who had been placed in ‘“A’’ class and contained the
-words ‘‘the others should be classified as ‘C” class prisoners’* This
‘phrase was read as including Mr. Garg, but actually it related only to
certain other prisoners mentioned by name and not to all those on the list
for revision. Mr. Garg’s classification in ‘“A’’ class had therefore not
‘been affected as at first supposed. On the present occasion the case had
"been referred to the Chief Commissioner in accordance with the Ajmer-
"Merwara Jail Manual, owing to a difference of opinion between the con-
‘victing Magistrate and the District. Magistrate, and although there wer:
-other -substantial grounds for classifying the prisoner in ‘““C’’ class, the
‘fact, which the Chief Commissioner believed to be correet, that he had
-previously been placed in that class, undoubtedly weighed with the Chief
‘Commissioner in deciding what would otherwise have been a marginal
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case. On consideration of the facts now revealed the Chief Cormmissioner
has revised his order which was passed under a misapprehension and
has directed that Krishna Gopal Garg should be classified in ‘‘A’’ class.
I regret that in my previous reply incorrect information was given on this
point. But the House will recollect that it was given in answer to a short
notice question which had made it necessary to obtain information by
telegraph. Had it been obtained by letter after ordinary notice, the Chief
Commissioner would no doubt have had an opportunity of discovering the
mistake before the question was answered.

ELECTION OF A MEMBER FOR THE COMMITTEE ON PUBLIC
ACCOUNTS.

The Honourable Sir Jeremy Raisman (Finance Member): Sir, I move:

““That the non-official members of the Assembly do proceed. to elect, in the manner
required by rule 51 of the Indian Legislative Rules, one member to be a member of
the Committee on Public Accounts in place of Sirdar Jogendra Singh who has ceased
to be a member of the Assembly.”

Mr. President (The Honourable Sir Abdur Riihim): Motion moved:

“That the non-official members of the Assembly do proceed to elect, in the manner
required by rule 51 of the Indian Legislative Rules, one member to be a member of
the Committee on Public Accounts in place of Sirdar Jogendra Singh who has ceased
to be a member of the Assembly.”

Mr. Govind V. Deshmukh (Nagpur Division: Non-Muhammadan): On
a point of information, Sir. May I know why Sirdar Jogendra Singh has
ceased to be a member of the Assembly?

The Honourable Sir Jeremy Raisman: I am afraid I am not aware of
the details of the matter, but I believe he was sentenced to a term of
imprisonment.

Mr. Govind V. Deshmukh: Was any action taken by the Government,
and if so, under any law? What was the sentence awarded?

Sir George Spence (Secretary, Legislative Department): I think it was
fifteen months. '

Mr. Govind V. Deshmukh: Are there any rules which automatically
disqualify a person from continuing as & Member?

Sir George Spence: Yes.
Mr. President (The Honourable Sir Abdur Rahim): The question is:

“That _the non-official members of the Assembly do proceed to elect, in the manner
required by rule 51 of the Indian Legislative Rules, one member to be a member of
the Committee on Public Accounts in place of Sirdar Jogendra Singh who has ceased
to be a member of the Assembly,”

«

The motion was adopted.



ELECTION OF MEMBERS FOR THE STANDING COMMITTEE OF
THE DEPARTMENT OF COMMERCE.
The Honourable Diwan Bahadur Sir A. Ramaswami Mudaliar (Member
for Commerce and Labour): Sir, I move:
“That this Assembly do proceed to elect, in such manner as the Honourable the

President may direct, three non-official members to serve on the Standing Committee
to advise on subjects in the Department of Commerce.”

Mr. President (The Honourable Sir Abdur Rahim): The question is:

“That this Assembly do proceed to elect, in such manner as the Honourable the
President may direct, three non-official members to serve on the Standing Committee
to advise on subjects in the Department of Commerce.”

The motion was adopted.

ELECTION OF MEMBERS FOR THE CENTRAL ADVISORY BOARD
OF EDUCATION.

Mr. J. D. Tyson (Secretary, Department of Education, Health and
Lands): Sir, I move:
. “That the members of this Assembly do proceed to elect, in such manner as may
be approved by the Honourable the President, two persons from among their own

numbers to be members of the Central Advisory Board of Education in India, with
effect. fromn the 10th September, 1941.”

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That the members of this Assembly do proceed to elect, in such monner as may
be approved by the Honourable the President, two persons from among their own

numbers to be members of the Central Advisory Board of Education in India, with
effect from the 10th September, 1941.”

The motion was adopted.

" Mr, President (The Honourable Sir Abdur Rahim): I may inform
Honourable Members that for the purpose of elections of members for the
Committee on Public Accounts, Standing Committee for the Department
of Commerce and the Central Advisory Board of Education in India, the
following dates have been fixed for receiving nominations and for holding
elections, if necessary, namely :

—_ - Nominations. ‘- Election,
1. Committee on Public | 24th March, 1941. 27th March, 194]1.
Accounts. Co
2. Standing Committee | 24th March, 1941. 28th March, 1941,
for. the Department | - B
of Commerce.
3. Central Advisory Boarq 24th March, 1941, 28th March, 1941.
of Education in India

The nominations for the two Committees and the Board will be received
in the Notice Office upto 12 NooN on the dates mentioned above for the
purpose. - The eclections which will be conducted in accordance with the
prineiple of proportional representation by means of the single transferable
vote will be held in the Assistant Secretary’s RRoom in the Council House,
New Delhi. between the hours of 10-830 a.m. and ¥ p.m.

(1772 )



THE INDIAN FINANCE BILL—concld.

Mr. President (The Honourable Bir Abdur Rahim): The House will
now proceed to deal with the Indian Finance Bill clause by clause.

The question is:

“That clause 2 stand part of the Bill.”
The motion was adopted.

Clause 2 was added to the Bill.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
““That clause 3 stand part of the Bill.”

Mr. Husenbhai Abdullabhai Laljee (Bombay Central Division: Mu-
hammadan Rural): Sir, I beg to move:

“That in clause 3 of the Bill. in clause (a) (i) of the proposed section 4, for the word
‘forty’ the word ‘fifty’ be substituted, and after the words ‘two rupees’ the words
‘and eight annas’ be inserted.”’

With regard to this matter, in my speech on the Finance Bill I have
already pointed out that so far as the public is concerned it would be
much better that we should have only two units, one unit of 50 and another
of 80. We have received representations, I will not read them at length,
but I wish to submit that in the ‘interests of the industry, in the interests
more of the consumer and in the interests of conserving our supplies of
paper and chemicals in this country, it will be very advisable that Gov-
ernment should adopt only two units. We have at present three units,
namely, 40, 60 and 80, and in every unit that we make we have to use
different kinds of paper and the large quantity of paper that is used in the
manufacture of matches goes to show that at present we are wasting a
great quantity of paper which is very essentially required. In ordinary
cases we have got to use blue paper, we have got to use green paper, we
have to use brown paper and so forth and so on. It is advisable that at
the present moment we should not allow the manufacturer to waste ruoney
on the paper. In fact, when we are putting such & heavy duty on the
consumer and we want a lot of paper for other purposes, and when the
manufacturers have quoted the prices of paper as having gone up very
materially—in fact they have given the prices of paper which have gone
up, the scarcity that is being suffered, and if we allow this sort of thing
to go on, the prices would go up every time. We cannot stop prices on
the one hand by saying that the prices to the consumer musé not be
raised, and on the other hand, allow the manufacturer to use a lot of
paper for packing purposes and other purposes. At the present time we
ought to become more businesslike so far as supplies are concerned. Of
course, it has gone on for years together. These matches were being im-
ported from outside and as much quantity of articles as could be brought
from outside was always encouraged, whether in the shape of packing or
manufacture or otherwise. In fact, it was an indirect way of increasing
the imports. Another point that arises is this. When we make a unit of
40 and 60, the difference is very little and I think the retail shopkeeper,
business man as he is,—he does take advantage of passing on 40 splints
instead of 60. It is quite easy, it is practicable for the business man to
pass on after the duty has been increased, to this extent that the match
box of 40 may be given at half an anna.

1773
( ) s



1774 LEGISLATIVE ASSEMBLY [22ND MARCH, 1941

[Mr. Husenbhai Abdullabhai Laljee.]

Sir, I should very much like that the duty may be decreased but from
the way we have learnt from the Honourable the Finance Membet: I
have no hope that he will reduce the duty at all and I see that he quite
agrees. In that case my submission is, in the interest both of the
consumer and of the manufacturer and in the interest of conserving
supplies of chemicals and paper which are badly required for the Defence
Services in other industries that are going on for the production of
munitions, that my suggestion should be adopted. When I put down
the prices at Rs. 2-8-0 and Rs. 4 for 50 and 80 splints I worked out the
figures as under. I put down the cost including the selling commission
including also the depreciation, including the dividend to the extent of
nearly nine to ten per cent. I do not know whether my friend, Sir
Cowasji, who has recently been a member of the Board of Directors of
Wimeco knows it. But I am told or rather these are the figures that I have
worked out as one who has been in the line. If we put down 50 and 80
units, it works out at 2 pice and 8 pice respectively and at a cost with
profit at 9 per cent. and depreciation. As has been stated in the represen-
tations of the manufacturers of Bombay and Calcutta, the prices of
chemicals have risen. Of course, we have not been able to get any
cost or any representation from the great foreign syndicate which is
running the Western India Match Co. and who really supply nearly 70 to
80 per cent. of the consumption. But still from all T have got from the
Indian manufacturers of Bombay and Calcutta, I feel that the cost with
profit, selling commission and otherwise to a manufacturer will not go over
for 50 splints at more than one rupee one anna. So far as 80 splints are
concerned it works to Rs. 1-13-0. Now add to 1-1-0 duty Rs. 2-8-0. It
works out for a dozen 4 annas 9 pies and for the retailer it comes at half
anna to 6 annas, giving him, the retailer, a profit of 1} a gross, which is
fair. In like manner with regard to 80 splints, the cost works out to a
figure of 1/12 with depreciation and profits. With one anna for the
selling commission it works out to 1/13. Added to the Rs 4 duty as
suggested by the Honourable the Finance Member and it works out to 8

annas 9 pies and adding one anna 3 pies for the retailer it works out to
9 annas which gives a fair price of 8 pice for a box of 80 splints. If this
suggestion is agreed to, we can definitely put down the selling prices at
not more than half an anna for 50 splints and not more than 8 pice for
80 splints. Thereby there will be no difficulty whatever experienced by
the sellers, by the manufacturers and the consumers. With this object
I have moved the above amendment.

Mr. President (The Honourable Sir Abdur Rahim): Amendment
moved ¥
“That in clause 3 of the Bill, in clause (@) (i) of the proposed section 4, for the

word ‘forty’ the word ‘fifty’ be substituted, and after the words ‘two rupees’ the
words ‘and eight annas’ be inserted.” ;

The Honourable Sir Jeremy Raisman (Finance Member): When reply-
ing to the debate, day before yesterday, with reference to a suggestion
made by Sir Homi Mody, I said that it was desirable to review the sizes
of nnits in which matches were retailed and to see if some schedule could
not be devised which, while giving revenue its fair due, would remove
opprrtunities for profiteering and exploitation. I am aiso aware of the
force of the contention put forward by the Honourable the Mover of the
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amendment in regard to the units for retailing matches but my difficulty
is that this is a question which I should like to discuss at leisure with
representatives of the trade and with due regard to the interests of the
consumer and I cannot here and now accept on the floor of the House an
amendment to the schedule which may possibly have undesirable effects.
If T were satisfied that the trade in general were in favour of concentrating
on production of 50s. and 80s, I should, as at present advised, be in
favour of a scheme of that kind but if I were to accept here and now the
amendment made by the Honourable Member I should immediately make
it impossible for matches to be retailed economically in boxes of 40,
because the tax on a box of 40 matches would under this amendment be
the same as the tax on a match box of 50.

Mr. Husenbhai Abdullabhai Laljee: I am making it 2-8-0 instead of 2.
You would not lose.

The Honourable Sir Jeremy Raisman: I may not lose. I am not
talking now from the point of view of the exchequer merely but the
effect would be that such boxes of 40 as continue to be produced would
under this have to pay duty at the rate of 2-8-0. I cannot without
consideration and preparation make so serious a change in the conditions
in which matches are produced and distributed. Now, the question is
what I can do, if after the schedule has been embodied it becomes
desirable to make some variation. That is a legal point on which 1 am
satisfied that in the exercise of the powers, which are called powers of
exemption, I can vary the schedule. For instance, I could cater for a
box of 50 matches. by exempting boxes of 50 from 8 annas duty. At
present under the schedule a box of 50 is liable to the same duty as a
box of 60, that is to say, Rs. 8. Now, if I come to the conclusion after
consideration and discussion with the trade that it is highly desirable to
cater for the distribution of a box of 50, then until I am next in a position
to legislate I can issue a notification which will in effect fix the duty on a
box of 50 at the rate proposed by the Honourable Member. So, Sir, I
am sympathetic to the objects which the Honourable Member has in
mind but I cannot here and now on the floor of the -House agree to give
drastic statutory effect to that suggestion until there has been time to
discuss it with the representatives of the trade. In view of this explana-
tion and my declared intention, I trust that the Honourable Member will
not press his amendment at this stage.

Mr. Husenbhai Abdullabhai Laljee: In view of the Honourable
Member’s statement, I wish to withdraw my amendment.

The amendment was, by leave of the Assembly, withdrawn.

Dr. P. N. Banerjea (Calcutta Suburbs: Non-Muhammadan Urban):
Sir, § move:

“That in clause 3 of the Bill, in clause (a) (f) of the proposed section 4, for the
words ‘two rupees’ the words ‘one rupee’ be substituted.’’

The object of my amendment is that there should not be any addi-
tional taxation on matches.

8ir Oowasjl Jehangir (Bombay City: Non-Muhammadan Urban):
How much then shall we lose?
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Dr. P. N. Banerjea: According to the Finance Member's calculations,
we shall lose a crore and a half of rupees, but in connection with the
‘Budget and the Finance Bil] I pointed out that it would not be necessary
to levy any additional taxation if measures of economy were adopted. In
case measures of economy did not suffice, I pointed out, further, that
borrowing might be resorted to to a slightly increased extent. But my own
view is that neither borrowing nor additional taxation is necessary. Sir,
if it may be found absolutely necessary to impose additional taxation
we should see to it that such additional taxation falls on the shoulders
of those who are best able to bear this burden. Now this burden, as 1
pointed out the other day, would fal] on all classes of the population and
the greatest part of the burden would fall on the poorest of the people.
It is well-known that ninety per cent. of the population of India is very
poor. That has been admitted by great Englishmen who have had any
sympathy for Indians. Is it desirable at this juncture to levy a burden
on the poorest classes of the population? T say that that is quite un-
necessary and would be extremely unjustifiable. Sir, with a rise in the
cost of living, the condition of the poorer classes, of some sections of the
poorer classes at least, has become much worse. It may be argued that
owing to the war situation, some poor people have derived some advant-
age, but, on the other hand, it must be said that the condition of others
has deteriorated. When we find that the Government are compelled to
pay a dearness allowance to some classes of Government servants, it is
made clear that the economic condition of such classes has become much
worse than before. It is not all persons who are employed by the Govern-
ment who are benefited, and the dearness allowance helps only a small
proportion of the working population. There are others who are working
under private companies, and private individuals and who work on their
own; they do not get any dearness allowance, and their condition, there-
fore, must be borne in mind before we levy additional taxation on them.
As 1 said the other day, this additional duty on matches is akin to an
additional duty on salt, because it is one of the most essential necessaries
of every person in India, except perhaps the verv rich who use electric
light and who are not required to have resort to matches.

An Honourable Member: What about smoking?

Dr. P. N. Banerjea: Smoking is a luxury and it is only the richer
persons who indulge in such luxury.

Sir Oowasji Jehangir: But the poor man smokes the bidi,

Dr. P. N. Banerjea: That is also a convention; for the poor it may be
regarded as a conventiona] necessity and it is not desirable to tax such
conventional necessities of the poor. Look at it from whatever point of
view you will, it is a most unjustifiable tax and I would urge the Finance
Member to accept my amendment in order that there may not be any
discontent in the country. It is the duty of all of us—Government as
well as the Opposition—to prevent discontent in the country and I can
assure the Honourable the Finance Member and his colleagues on the
Treasury Benches that if this is passed, there will be great discontent in
this country. I would therefore ask him to accept the amendment in
order to prevent discontent. Sir, discontent is a very undesirable thing,
especially in a time of war and if it can be avoided, every effort should
be made to avoid it. With these words T move my motion.
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Mr. President (The Honourable Sir Abdur Rahim): Amendment
wmoved :: ' v .

“That in clause 3 of the Bill, in clause (@) (i) of the proposed section 4, for the
words ‘two rupees’ the words ‘one rupee’ be substituted.”

Sir Cowasji Jehangir: Mr. President, I have contended in this House
on two occasions- that for the year 1940-41 we have been taxed 44 per
cent. higher than we should have been in comparison with England. I
attempted on two occasions to prove this by facts and figures. In trying
to controvert my argument, the Honourable the Finance Member gave us
just a few bald figures in his speech in reply to the Budget debates. He
said that the normal Budget of India was 85 crores, which had risen in
1941-42 to 115 crores. I do not know where he got that figure of 115
crores from—it is 118 crores.

The Honourable Sir Jeremy Raisman: I said ‘‘to the order of”’.

Sir Cowasji Jehangir: Sir, two crores does not matter to the Honourabla
the Finance Member,—‘whether it rose to 113 or 115 does not matter!’’
Even in his own figures I do expect him to be a little more accurate.
Then, Sir, he went on to say that in England the estimate for taxation
was from £1500 million to £1700 million. Now these again are not
correct figures . . .

The Honourable Sir Jeremy Raisman: Sir, may I remind the Honour-
able Member that it was agreed that these general arguments would not
be pursued at this stage where we would confine ourselves to the clauses
and the amendments. The Honourable Member is clearly attempting to
get another opportunity to traverse my argument.

Sir Cowasji Jehangir: May I reply that here is a matter in which a
crore and a half of rupees are involved. If the House accepts this amend-
ment, the deficit will go up by a crore and a half, and T have a right to
explain how we can meet this deficit.

Mr. President (The Honourable Sir Abdur Rahim): As a point of order
has been raised, the Chair understood the Hobourable Member was now
trying to reply to the Finance Member as regards some of the figures he
gave in his reply to the speeches of the other Honourable Members. If
that is so, then the Chair thinks it is quite in order, but if he is attempting
to renew the whole discussion on the Finance Bill, the Chair should
certainly disallow that.

Sir Cowasji Jehangir: Sir, the Finance Member’s figures were not
correct and he tried to make out that any further deficits could not be
made good out of loans and I am touching on that point. Sir, then he
tried to compare that figure of Rs. 115 crores, as he said, with the rise in
England from £1500 million to £1700 million, and I was at great pains
to show that that was not correct . . . . .

Mr. President (The Honoursble Sir Abdur Rahim): That was in his
reply to the speeches of Honourable Members on the motion for considera-
tion of the Finance Bill? ' '
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Bir Oowasji Jehangir: Yes, Sir, day before yesterday. I was at great
pains to show that for 1940-41 the amount of taxation in England was
£1234 million. I did also point out that it was the Supplementary
Budget of July of 1940 which raised further taxation by £129 million,
out of which £86 million accrued in the present financial year making a
total of £1320 millions and not 15 to 17 hundred millions. Of course,
the Honourable the Finance Member has only lately been accustomed to
talk in crores of rupees and a few hundred millions to him do not mean
very much this way or that way.

The Honourable Sir Jeremy Raisman: I must point out, in justice to
myself, to the Honourable Member that I am talking on the basis of
recent estimates of probable yields whereas he is referring to the figures
put before Parliament nearly twelve months ago.

Sir Cowasji Jehangir: I am coming to that. I have given the latest
figures of taxation in England: no other figures are available. The new
budget has not come out. I have given you the figures of the supple-
mentary budget and I am comparing them with the figures in India for
1940-41 and not 1941-42. 1 have been saying that all along. Now, Sir,
you cannot make a comparison between England and India in bold figures.
You must come down to percentages, especially if your figures are out by
a few hundred millions. I again claim that I have placed before this
Honourable House figures which are now in cold print to show that in the
year 1940-41 we were taxed 44 per cent. more than we should have been.
The figures that the Honourable the Finance Member has given will also
go down in cold print. Now, Sir, the Finance Member practically
admitted that he has made a difference in the method of division between
taxation and loans between the last war and this war. 1 was glad to
hear that admission. There has been a difference and he admits it.

The Honourable Sir Jeremy Raisman: I do not remember having said
that.

Sir Cowasji Jehangir: In that case, let me revive his memory. I
asked him whether we were not carrying the burden of 1914—18 and his
reply was: ‘‘Is that the reason why we should ask that our burden should
be carried in a similar manner?’’ T asked him whether we were carrying
the burden of 1914—18 . . . . .

The Honourable Sir Jeremy Raisman: Some of it

Sir Cowasji Jehangir: We are carrying the whole burden as far as
possible at the present moment.

The Honourable Sir Jeremy Raisman: 1 did not admit that.

Sir Cowasji Jehangir: The future generations should also carry a simi-
lar burden. But, Sir, T have shown in two particulars that the Honourable
the Finance Member was not quite accurate in his figures. But the sur-
prising part of it was that he compared the Indian figures of 1941-42 with
the English figures of 1940-41. Now, you cannot compare the fizures of
one year with the figures of another vear. The Honourable the Finance
Member thinks that he may be one of the wonders of the world. He is not.
At any rate, he tried to compare the figures of 1940-41 with the figures of
1941-42. Now, I have never heard of such a thing. It is impossible to do
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that. But that is what he is attempting to do. He gave us the Indian
figures of 115 crores, which relate to 1941-42 and he compared them with
the figures of 17 to 18 hundred millions which relate to 194041. But
when I asked the Honourable the Finance Member to deal with facts and
not fiction, this is what he said:

I am dealing with facts which are familiar to those who deal with those problems
and it is almost a commonplace of economics and public finance that the duty of each
generation is to provide by toil and sacrifice and by tightening its veli to provide
for the cost of the problems with which they are confronted.”

Now, I am prepared to bow to the superior wisdom of the Finance
Member in certain matters, but I absolutely refuse to take advice of this
sort from the present Finance Member of the Government of India. Some
of us in times of danger both for India and for England know how to
tighten our belts and I would ask him to put the search-light upon himself
and refrain from giving such advice where it is not required or wanted.

Now, Sir, suppose that this amendment was accepted by this House and
there was a further deficit of a crore and a half, what would prudent
finance demand? I was trying to explain the debt position of Tndia when
I was asked the question: If the sinking fund was increased, would it not
mean the same as taxation? I was surprised at the question. Suppose
this amendment was carried and it meant a deficit of, say, one crore in
round figures. Then, I think the Finance Member in justice and in equity
would demand that if a crore more of borrowed money was to be used
towards making up the deficit, at least 5 per cent. of that amount should
be raised by taxation, 3 per cent. for interest charges and 2 per cent. for
the sinking fund. 1t now works out at 1 1/8 per cent. and I have raised it
to 2 per cent. The difference, therefore, between taxation and borrowing is
this. You would have to raise by taxation a crore of money, but if you
finance it from loans you would have to raise by taxation 5 lakhs, which
is a very great difference. The matter was so simple that I hardly thought
that it required an explanation.

Now, 1 would just like to come to my Honourable friend, Sir Frederick
James. I do not find he is here just now and I will postpone what I have
to say till he is present.

Mr. President (The Honourable Sir Abdur Rahim): It is not expected
that the Honourable Member should reply to every Member.

Sir Cowasji Jehangir: Now, the point is who suggested this taxation
on matches? While asking that question, let me just say this that I am
not in complete agreement with the Mover of this amerdment when he
suggested that it was unfair to raise this tax. I am not in agreement with
him there, but I would like to raise the point, who is responsible for this
proposal? 1Is it the Finance Member himself or is it the Government of
India? Just now we have heard a great deal of joint responsibility of
Governments. It has come very prominently before the public eye and
I do think that we do want a lucid explanation of this quesfion. Take
these matches. Is it .the responsibility of the Government of India as a
whole or is it of the Finance Member? Now, let me come to the major
issue. A very important contribution has been made by my friend, Sir
Chimmanlal Setalvad, to the Times of India of yesterday’s date raising
this very important issue. I am not going to repeat anything that has
been said at the conference in Bombay.
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The Honourable Sir Muhammad Zafrullah Khan (Leader of the House):

May 1 respectfully invite your attention, Sir, to the fact that
12 ¥oox.* the Honourable Member is not talking on the motion now ?

Sir Cowasji Jehangir: I am coming to the question of the joint res-
ponsibility of Government with regard to taxation, and particularly in
regard to the question of matches.

The Honourable Sir Muhammad Zafrullah Khan: That has nothing to
do with the amendment.

Sir Cowasji Jehangir: The amendment seeks to knock it out.

Mr. President (The Honourable Sir Abdur Rahim): The Chair believes
the Honourable Member's contention is that the question of tax on
matches is a joint responsibility of the entire Government. The Chair
does not know whether it is disputed.

The Honourable Sir Muhammad Zafrullah Khan: What led the
Honourable Member to think that is disputed?

Sir Cowasji Jehangir: Because the Honourable the Finance Member

in his speech the other day used the first person: I did this, I did that, I
did the other.

M:. President (The Honourable Sir Abdur Rahim): But the Chair just

now heard the Honourable the Finance Member to say that it is the Gov-
ernment of India.

Sir Cowasji Jehangir: This is a very important point which I want to

discuss, but if you rule that it should not be raised, thea I bow to your
ruling.

Mr, President (The Honourable Sir Abdur Rahim): It is admitted by
the other side.

Sir Cowasji Jehangir: Even if it is admitted . . . .
The Honourable Sir Jeremy Raisman: It is a joint responsibility.

Mr. President (The Honourable Sir Abdur Rahim): Any general issue
of a political nature cannot be discussed now.

Sir Cowasji Jehangir: All I have got to say is that I do hope that {he
Honourable the Finance Member will take this House, although it is a very
empty House, in a more serious manner than he does. Because it is empty
that is all the more reason to take it more seriously. I am not going to
stop my criticism because the Congress Benches are empty. My speech
would have been exactly the same. In quoting figures, it is the privilege
of non-official Members to make mistakes. They have not got the know-
ledge, they have not got the secretariat behind them, but I do think that
Members of Government when they quote figures should take care to see
that they are correct, specially if they are quoted to controvert the argu-
ment put forward, backed by facts and figures of an Honourable Member
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who is part of the Opposition. With these words, I think my Honourable
friend, the Mover, would do well, after he has had his say, to withdraw his
amendment. It may be that the Honourable the Finance Member has
very good reasons for having proposed, or that the Government of India
have had very good reasons for making this proposal. We say it amounts
to 1} crores and I am not at present prepared to increase our borrowings by
14 crores for this particular purpose.

The Honourable Sir Jeremy Raisman: Sir, I would like first of all to
deal with the point of inaccuracy of figures. It is true (and I present my
Honourable friend with it) that when standing here in this place and look-
ing for exact figures, which I wanted, through my papers, I was not able
to find them. I was fully aware of the order of the figure, but in look-
ing through the budget speech, 1 could not put my finger on it at that
second and, therefore, in order not to detain the House unnecessarily, T
mentioned the figure of 115 crores instead of 113 crores. But it did not
affect the validity of my argument. What I was dealing with was the
general percentage of increased taxation. For that matter, the figure of
85 crores was only a rough figure, it may have been 83:27 or 83'8. My
point was that the increase in taxation with the new taxes would be some-
thing of the order of 30/85 or say roughly something less than 40 per cent.
In speaking of the United Kingdom figures, I could not deal with their
figures for 1941-42 for the simple reason that those figures have not yet
been published. I dealt with what is estimated by economists to be the
present rate of yield of taxation as compared with what we know to be th®
previous scale of taxation and the position there was . . . . .

Sir Cowasiji Jehangir: 1 gave figures of the supplementary budget, and
no further taxation has been raised.

The Honourable Sir Jeremy Raisman: The Honourable Member seems
to be incapable of realising that the figures laid before the House of
Commons in April last are so out-of-date as  to be unreliable and the
Honourable Member seems equally incapable of realising that when com-
petent economists who are watching the growth of Government expenditure
and revenue are now making estimates of the effects of certain changes and
those estimates might, and probably in the course of the next few days,
will be revealed to be much more accurate than the estimates which the
Treasury itself put up in_April last . . . . .

_ Sir Cowasji Jehangir: The Honourable Member is mixing up revenue
with expenditure. The expenditure has gone up, the revenue cannot go
up, unless taxation is put up.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member ought not to be interrupted in his speech.

Sir Cowasji Jehangir: The Honourable Member is mixing up two
separate things.

The Honourable Sir Jeremy Raisman: I do not however wish to purSue
this point. The Honourable Member seems to be incapable of treating it
without importing a certain amount of heat into it and since it is a gues-
tion of facts and figures. on his own showing, I do not really understand
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where the occasion arises for importing feeling into the matter. However,
I may state in the most categorical manner that I remain entirely un-
convinced by his argument and I do not believe that anybody can demon-
strate that the burden of taxation which is being borne in England at the
present time is actually less in relation to the taxable capacity as evidenced
by pre-war budgets than the additional burden being borne by the tax-
payer in India. I refuse to allow him in support of his argument to take
the volume of borrowing in England in relation to the total expenditure as
a criterion instead of taking the proportionate increase of taxation—that is
the difference between me and my Honourable friend. It may happen, it
could happen that the scale of borrowing in England might rise to 200 per
cent. or 300 per cent. of the yield of taxation. Would that mean, then,
that we, in India, should actually go back and reduce our normal tuxes so
as to get our borrowings into a similar proportion to the yield of taxation?
At the present moment, in order to get into a position comparable with
that of England in that respect, we ought to remit about 40 per cent., pro-
bably more, of the pre-existing scale of taxation and fill that up with loans
also. That is the logical conclusion of the Honourable Member’s argu-
ment.

Now, Sir, he taught me some simple facts about the effect of the
operation of a sinking fund. I am very grateful for the instruction which
he has kindly conveyed. The attractive proposition which he puts forward
before the House is that if for every crore you have to spend, you are pre-
pared to borrow, all you need to do is to raise about five lakhs taxation, so
that as far as I can see, since the expenditure is estimated to be something
of the order of 126 crores—I guard myself by saying ‘order of’, it may be
126-.3 crores or more or less—since ycur total expenditure is of the order
of 126 crores, then I can see no reason why you should not defray your

obligations by raising taxation to the tune of six crores which will enable
you to conserve . . . .. .

Sir Cowasji Jehangir: Nobody can make such a ridiculous suggestion.

I never made such a ridiculous suggestion as the Honourable Member puts
in my mouth.

"The Honourable Sir Jeremy Raisman: The Honourable Member’s
argument, in my opinion, leads ultimately to no less an absurd conclusion
thar that because it omits the question of what portion of the burden
should the present generation extinguish now, not the question of
what arrangement it should make for defraying the cost, but what portion
of the cost of the war should actually be finally shouldered at this stage and
extinguished for good and all.

I leave that point and I will now deal with the main argument of my
Honourable friend, Dr. Banerjea. As I pointed out the other day, this tax,
although it is an indirect tax and must, therefore, be levied on the poor as
well as the rich, this tax is after alk very largely, I do not say entirely it is
very largely in the nature of a tax on smokers and to that extent, it is no
comparable with the tax on those essential commodities which every
human being must consume. It is in fact a tax on a commodity, the con-
sumption of which is elastic. And it is possible even for the poorer classes
of the community to adjust themselves to some extent to the operation
of a tax of this kind. But there is a more important point which Dr.
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Banerjea omitted to notice and that is this. The cost of the production of
matches has now risen to such an extent as to encrcach on the margin of
profit of the distributor and retailer and to make it exceedingly difficult for
the match to be retailed at the price at which it was retailed until recenfly.
Now, I pointed out in my budget speech that when that situation oceurs
the retailer if he advances at all must advance by a large amount because
of the lowest unit of currency. Dr. Banerjea has made no suggestion as
to how to deal with that difficulty, with the fact that in any case even if
you were to reduce the amount which the exchequer takes out of the new
retail cost of matches it would probably not be possible for the match to be
retailed at the previous price. The effect of the change which I have made
is that a further margin of two annas is given to the trade to cover extra
cost, to enable it to adjust itself to the situation and I consider, as at
present advised, that that further margin of two annas makes it possible
for us to fix the new retail price, whilst withdrawing for the exchequer by
far the larger part of the additional return which is yielded by that price.

Sir, I oppose the amendent.

Mr. President (The Honourable Sir Abdur Rahim): The question is:

“That iu clause 3 of the Bill, in clause {a) (i) of the proposed section 4, fov the
words ‘two rupees’ the words ‘one rupee’ be substituted.”

The motion was negatived.

Mr, Lalchand Navalral (Sind: Non-Muhammadan Rural): Sir, I move:

“That in clause 3 of the Bill, in clause (@) (f) of the proposed section 4, for the
words ‘two rupees’ the words ‘ona rupee and four annas’ be substituted.”

Mr. President (The Hcenourable Sir Abdur Rahim): There are a
number of amendments of that character proposing different figures. The
Chair thinks they ought to be all moved first without any speech and
then the discussion of all these amendments can go on. The questions
will be put afterwards on the amendments separately. Amendment
moved :

“That in clause 3 of the Bill, in cleuse (@) (i) of the proposed section 4, for the
words ‘two rupees’ the words ‘one rupec and four annas’ be substituted.”

Dr. P. N. Banerjea: Sir, I move:

“That in clause 3 of the Bill, in clanse (a) (i) of the proposed section 4, for the
words ‘two rupees’ the words ‘one rupee and eight annas’ be substituted.”

Mr. President (The Homnourable Sir Abdur Rahim): Further smend-
ment moved:

“That in clause 3 of the Bill, in claunse (a) (t) of the proposed section 4, for the
words ‘two rupees’ the words ‘one rupee and eight annas’ be substituted.’”

Qazi Muhammad Ahmad Kazmi (Meerut Division: Muhammadan
Rural): Sir, I move:

“That in clause 3 of the Bill, in clouse (a) (i) of the proposed section 4, for the
words ‘two rupees’ the words ‘one rupee and twelve annas’ be substituted.’’

Mr. President (The Honourable Sir Abdur Rahim): 8Still further
amendment moved :

““That in clause 3 of the Bill, in clause (2) (s) of the proposed section 4, for the
words ‘two rupees’ the werds ‘one rupee and twelve annas’ be substituted.”



1784 LEGISLATIVE ASSEMBLY [22ND MarcH, 1941

Mr. Lalchand Navalrai: Sir, with regard to these amendments, I
know our strength is not such as to enable us to give a fair fight. When
the Finance Bill came up in November, the Congress Members . . . . .

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member need not discuss the general question now. Hs must confine
himself to the amendment.

Mr. Lalchand Navalrai: I am submitting that we are at the Finance
Member’s mercy and he ought to be reasonable.

Mr. President (The Honourable Sir Abdur Rahim): There need not be
a discussion on that matter.

Mr. Lalchand Navalrai: My present amendment does not stick to the
original figure of Re. 1 but goes a step further. To raise the duty from
Re. 1 to Rs. 2 as the Finance Member seeks to do is to give a very big
jump. It has been brought to the notice of the House that even with
the duty which was fixed in 1934 the cottage industry in matches was
not able to carry on and therefore I submit that some advantages should
be given to them to enable them to continue. The facts before us go
to show that the cost of production has increased very much. Although
no concession can bring down the cost of production still it will lessen
the burden. From that point of view the Honourable the Finance
Member showed some reasonableness on the first amendment and cffered
to consider the suggestion made by the Mover of that amendment. I,
therefore, think the Honourable Member would have been well advised
to postpone the question wholly and consider whether the splints in each
match” box should be alike and a different duty charged or it should be
reduced to some extent. The whole question should have been post-
poned and to consider later whether the number of splints in
each box should be of a different nature with different amounts
of excise duty. To consider the present amendment now would
complicate the question now wunder discussion. There are now
three amendments,—one for Rs. 1-4-0, one for Rs. 1-8-0 and one
for Rs. 1-12-0. At any rate there shculd be some concession given to this
industry. Of course, at the present time on any amendment the Honour-
able Member can put forward the plea that money is required for war
effort and must be raised in this way, but he should consider the other
side also. There is at present dearnmess of living and several other ques-
tions pertaining to economy to be considered.

Mr. President (The Honourable Sir Abdur Kahim): All that has been
said already.

Mr. Lalchand Navalrai: Therofore, it has two sides and both the sides
should be considered by the Honourable the Finance Member. I will ot
take more time because I also know that it is futile to put forward any
reasoning which will not move the Government when it is said that money
is needed for war purposes; I think any reasonable argurnents on this
gide will not be accepted. S8ir, T leave it to the reasonableness of the
Honourable Member.
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Qazi Muhammad Ahmad Kazmi: Sir, so far as this particular tax is
concerned, there are three perties, the Government, the consumer and the
manufacturer. I am representing the consumer mostly, and I want to
say this: that when the Government have made up their mind to tax, as
much relief as possible may be brought to the consumer consistently with
safety to the manufacturer. From the point of view of the manufacturers,
we have seen & memorandum from the Indian Match Manufacturers Asso-
ciation, and they have calculated and worked out that if the duty is
placed at Rs. 1-12-0, then there will be no difficulty in selling the match
boxes at two for three pice, i.e., at 1} pice per box of 40 splints. So,
my submission is that we should imake it sure that the price of matches
for the consumer does not rise above 14 pice per box. The difference
between 1% pice and two pice is half u pice: that means an additional
burden to the consumer of 25 per cent. I maintain that we must avoid
that increase by the middleman of half pice, and we must leave sufficient
to the manufacturer so that there may be no such tendency to raise the
price by 25 per cent., and instead of putting this duty of Rs. 2, I think
a duty of Rs. 1-12-0 would be more proper. I may just mention my own
experience. The day the Honourable the Finance Member introduced
the budget I found in Delhi that the price of a match box . . . .

Mr. President (The Honourable Si~ Abdur Rahim)- All that has heen
related to this House more than once.

Qazi Muhammad Ahmad Kazmi: Sir Muhammad Yamin Khan related
it ...

Mr. President (The Honourable Sir Abdur Rahim): But the Honour-
able Member need not relate that once again. Tt is quite enough if one
Member has related it.

Qazi Muhammad Ahmad Kazmi: T will leave that part that there was
a time when the price went up to two pice. Now, gradually it has come
back to 1} pice, but that is in the City of Delhi. In villages where addi-
tional middlemen come in the way, #t is more difficult; it will continue
to rise to two pice and it will not come down to 14 pice. That means
that our agricultural population who live outside the cities will have to
pay more than 1% pice per box. So, to make it sure that even in ‘far off
villages the price of the mateh box does not go higher than what is con-
templated by the Government cf India, to maintan this tax at Re. 1-12-0
would be the proper course. "With these remarks, I move my amendment.

Dr. P. N. Banerjea: Sir, by my amendment I seck. to reduce the
additional duty on matches by one half, or 50 per cent. This is a far
more modest proposal, and I hope it will be acceptable to the Honourable
the Finance Member. The Honourable the Finance Member seems to
think that matches are required only or mainly for smoking purposes. I
must say that he is entirely mistaken. There are many persons, wmillions
of persons, who do not smoke, and matches are required by Fhem for
lighting purposes and for other household purposes such as cooking. .My
Honourable friend, the Finance Member, is familiar with elsctric light
and electric cookers; but how many are there who can afford to have
electric lights and electric cookers? In his own household I jbeheve no
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[Dr. P. N. Banerjea.]
fire is lighted with matches—he muy have un electric kitchen. However,
India is a poor country snd although my Honourable friend has been in
this country for 25 or 30 years, it seems to me that he knows precious
little of the conditions which prevail here. That being so, I would usk
him to revise his opinion and take it from Members of this House that
matches are used for lighting kerosene lamps and for lighting tires for
cooking purposes. The Finance Member said in his budget speech . . . .

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member must not go into general considerations . . .

Dr. P. N. Banerjea: No general consideration at all. This i with
regard to this matter only. He says:

“Over large parte of the country the retail price has already advanced to the
next higher point (meaning a J:vice and a half), yielding a large uncovenanted profit
to the trade. The increase in duty now proposed will appropriate for the exchecuer a
due rchare of the enbhanced retail price which the consumer has to pay.”

Now, this will be possible only if the additional duty is halved. It will
not be possible if the duty is levied at the full rate, and even then when the
duty is halved the Finance Member will have to take steps for veeing to
it that the price of a match box of 40 sticks is not advanced beyond 1}
pice. That would be a practicable policy if he takes the necessary steps
and in that case the consumer will not be greatly hurt. I have already
pleaded that the burden on the poor should not be enhanced. Let tke
additional burden on the poor be as little as possible. [f this modest
proposal of mine is. accepted, it will be for practical purposes no loss to
the Government and at the same time it will help the consumer to a large
extent.

The Honourable Sir Jeremy Raisman: Sir, I admit at once that my
familiarity with the Indian countryside is not as great as that of Professor
Banerjea but I have in fact received a lot of correspondence und re-
presentations in connection with this match duty, and it so happens that
apart from the actual match producers the only other organised bodies
that have approached me are tobacco and bidi sellers, They seem to be
at any rate the main orgsunised body for retailing ratches; and although
my knowledge of India may not be as great as that of Dr. Banerjea, still
I cannot fail to observe as I walk along the bazaar and through the
streets of India that the main channel for the sale of matches at any
rate is the shops which sell goods for smokers . . .

Dr. P. N. Banerjea: What about the villages? How many towns are
there in India as compared with the villages?

The Honourable 8ir Jeremy Raisman: I am talking about the villages
too. I do not know what the exact number is, but I have a strong feeling
that the majority of the matches consumed in India are consumed by
smokers. Be that as it may, this amendment would not relieve the con-
sumer of matches of anything at all. The only thing that this amend-
ment wowld do would be to give the trade a much more comfortable
margin with which to operate, and that I consider is entirely objectionable.
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I propose to try and deal with that difficulty by discussing with the
trade more suitable units in which matches should be retailed, but I am
not prepared to solve the problem by saying, ‘‘All right. You have
another four annas, another eight annas a gross. Then, 1 am quite sure
you will get rid of your trouble”. Dr. Banerjea actually—and he is an
economisi—advances the preposterous proposition that 1 should forego 75
lakhs of revenue in order to ensure that the producers and distributors cf
matches do not exploit the consumer and that this sum would solve their
difficulties without their asking him to pay 33-1/3 per cent. more. That
is what it amounts to. He 1s afraid that instead of 1% pice they will
charge 2 pice for a box of matches because their own costs may go up by
possibly five per cent. He seriously suggests that the way to solve that
difficulty is to give up at a stroke half of the total expected yield of thi=
increase of tax. I find it difficult to take such an argument seriously. I
claim, and I have given a good deal of thought to all the details of thid
matter. I do not believe there 15 any Member of this House who knows
more about the details of the operation of this tax, of the position in
regard to the cost of production of matches, of the position in regard to
the retailing of various units of boxes of matches. I do not believe that
there is any Member of this House—however much he may know shout
the habits of Indians—who knows more about the technical position re-
garding that,

Dr. P. N, Banerjea: I am prepareﬂ to accept that.

The Honourable Sir Jeremy Raisman: It is a matter into which I
have gone with great care, and it is my considered conclusion that the
proposals which 1 have made are not unfair to" the trade and they do not
make it impossible for matches to continue to be retailed at the price,
which is the next point above the price previously existing.

Dr. P. N. Baner]aa: 1% pice. "

The Homourable Bir Jeremy Raisman: 1} pice for the 40 stick match
box, that is, to take one example. -Of course, there are other vnits. I am
satisfied that the present duty al the present costs does not make it
impossible for the box of 40 sticks to be retailed at 1% pice. and [ sm
Drepared to arrange .. .

Dr. P N Banerjoa You will guarantee that prices will not go beyond
that, - -

The Honourable Sir Jeremy Raisman: There is one point to whlch
¥ must draw the attention of the House and which might cause confusion.
There are certain municipalities which levy octroi on the basis of the cost
of the commodity. Although it is contrary to all rules of sconomics
and  taxation, they actually In some. places levy octroi on the
taxed cost of the commodity, that is to say, in the case of
matches, they would levy octroi not on the intrinsic cost of the commo-
dity, but on the cost of the commodity plus the tax which is levied by
the (‘.enh'e ' :

Dr P. N, Blnerjoa' Barring those municipalities.



1788 LEGISLATIVE ASSHMBLY [22vp MarcH, 1941

The Honourable Sir Jeremy Raisman: If you bar those municipalities,
if you exclude the element of local taxation, then I am prepared to
guarsntee that steps will be taken to make it possible for the match:
box to continue to be retailed at a price corresponding to 13 pice for & bhox
of 40 sticks.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That in clause 3 of the Bill, in clause (a) (i) of the proposed section 4, for the
words ‘two rupees’ the words ‘one rupee and four annas’ be substituted.’’

The motion was negalived.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That in clause 3 of the Bill, in clanse (a) (i) of the proposed eection 4, for the
words ‘two rupees’ the words ‘one rupee and eight annas’ be substitnted.”

The motion was negatived.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That in clause 3 of the Bill, in clanse (a) (i) of the proposed section 4, for the
words ‘two rupees’ the words ‘one rupee and twelve annas’ be substituted.” )

The motion was negatived.

Mr, President (The Honourable Sir Abdur Rahim): The question is:
“That clause 3 stand part of the Bill.”
Th: motion was adopted.

Clause 8 was addad to the Bill.

Dr."P. N. Banerjea: I beg to move:
“That after clamse 3 of the Bill the following new clause be inserted and the
subsequent (Jauses be re-numbered accordingly :
‘4. In Section 19 of the Matches (Excise Duty) Act, 1934—
(8) in clause (i) for the words “ten pies’ the words ‘one anma and -eight -pies
shall be substituted. :
(b) in clause (ii) for the words ‘one anna and three pies,’ -the words ‘two annas
and six pies’ shall be substituted.

\¢) in claunse (iii) for the words ‘cne anna and eight pies’ the words ‘three annas
and four pies’ shall be substitated’ ™

The obiect of moving this new clause 1s to double the rate of rebate
which is allowed to the cottage match indnstry. When in the year 1934
the rebate was allowed to the cottage match industry. the object was %o
foster this industry which had almost been brought to its last legs by eem-
petition with the machine-made product. Tt is reasonable now for the
Pinance Member who is seeking to double the duty on matches to aceept

;his}m%dest proposal to double the rate of rebate on matches produced
y hand.

Tn this House, a few years ago, I believe it was two years ago, a
Resolution was moved urging the Government to give a substantial pro-
tection to the cottage match industry as against the mill-made match
industry. That Resolution was carried by an overwhelming majority of
this House consisting of almost all sections. Now, Sir, T do not go so far
ag that on the present occasion. I want that things should remain as
they stand at the present moment. When the Finance Member doubles
the rate of duty, I urge that the rate of rebate for the cottage industry
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should also be doubled. This is a very reasonable demand and ¥ hope
the Finance Member will see his way to accept it. I may add that it
will not result in a substantial loss of revenue because the cottage match
industry does not produce a large quantity of inatches. The quantity
produced by the cottage industries is very small compared with the huge
amount which is produced by the mill industry. Therefore. there is no
likelihood of a substantial reduction in revenue. I hope, therefore, the
Honourable the Finance Member will accept this modest proposal of raine.

Mr. President (The Honourable Sir Abdur Rahim): Amendrent

moved: .
““That after clause 3 of the Bill the following new clause be inserted and the
subsequent clauses be re-numbered accordingly :
‘4. In Section 19 of the Matches (Excise Duty) Act, 1934—
{a) in clause (i) for the words ‘ten pies’ the words ‘one anna and eight pies’
shall be substituted. :
(b) it clause (ii) for the words ‘one anna and three pies,’ the worde ‘two annas
and six pies’ shall be substituted.

(c) in clause (iii) for the words ‘one anna and eight pies’ the words ‘three anuas
and four pies’ shall be substituted’.”

Mr. J. D. Boyle (Bomvay: European): Mr. President: I wish to
speak very briefly in opposing this suggestion. The point was debated
at some length two years ago and I do not think it is necessary to repeat
all the arguments then advanced. The point at the moment is if there
is an increase in rates, there is immediately a premium on a good match.
A man who 18 going to pay more for his mateches is going to see that he
gets value for his money. I venture to suggest that not even the most
ardent supporter of the home made match would support the proposition
that a match produced under such conditions is anything more than half as
good as a properly made machine match from a factory. That is why
this demand has been put up for extra protection. The higher the rate
goes, the more value will the purchaser demand for his money and in this
eannection I shall quote a very few lines from a report which has becn
quoted several times in this House, namely, the repert of the Tariff Board
which examined this question. They said :

‘““We consider that the manufacture of matches organised as a cottage industry has
hardly any future, and that on account of the dangerous character of some of the
materials employed in it, it is not a fit industry for development ou cottage lines. We
cannot therefore recommend any special measures for the encouragement of cottage
match factories.”

Dr. P. N. Banerjea: That is not a special measure at all.

Mr. J. D. Boyle: A special measure was introduced and on the last
occasion when the rebate was given I entirely disagreed with it. It was
an important departure in my opinion from the principles on which Gov-
ernment have decided these matters and 1 am all the more against the
doubling of this rebate because of the mistake that was originally made.

Dr. P. N. Banerjea: A rebate was not given two years ago.

Mr.J .‘D. Boyle: A rebate has already been gﬁven and it is proposed
to double it. Because a mistake was originally made, I do not accept the
argument that because of that you should now double that mistake.

] o

-
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Sir, I need not go into a great number of details. I am sorry to see
that my Honourable friend, Mr. Joshi, is not there, because a distinguished
colleague of his, who was a member of the International Labour Office at
Geneva wrote what is by far the best report on the subject of the cottage
industry in relation to matches and it was made quite clear from that that
the manufacture of matches as a cottage indusiry was peculiarly unsuit-
able. It was made quite clear that nobody is going to allow cottagers to
make matches in their own homes; the workers are scattered over a very
considerable distance and the cost of collection is so considerable that
prices would be affected. A close examination of the position has shown
that in all cases the workers are made to come together to a central organi-
sation. In most cases these cottages are in a row and the workers are
placed in those cottages in just sufficiently small numbers to avoid attract-
ing the provisions of the Factory Act. There are as many as 60 peoplz
engaged in cottages which are situated side by side. Under mno -circum-
stances can you call them a cottage industry in the ordinary sense of the
word.  You have wretched conditions, wretched wages and, to be quits
honest, they produce a wretched match.

Dr. P. N. Banerjea: Have you visited them?

Mr. J. D. Boyle: I have. With one 2xceplion, 1 can speak on this
subject with greater authority than any Member of this House. If I
may relate what occurred-on the last occasion when I spoke on tiiis matter,
an Honourable friend of mine who is not in the House today but has been
present all through the Session, challenged my statement that it was a
wretched match and offered to produce a box. He asked me to strike
one and I told him that it would not pe a proper thing to do in the middle
of the Assembly while sitting. Ie said ‘they are quite safe; they will not
strike’” and they didn’t. We took it to the lobby and struck without
success quite a number of matches. '

Dr. P. N. Banerjea: The whole House objected! Look up the debates.

Mr. J. D. Boyle: Now, Sir, I cannot over-emphasize the conditions
under which these people work. I would just like to remind Honourable
Members, since my friend, Dr. Banerjea, asks me to look at the debates
last time. The two principal speakers were Mr. B. Das, and Mr.
Bhulabbai Desai. Mr. Das admitted that s suitable cottage industry
would have to produce a considerable number in order t¢ be able to
compete economically and he thought that an economic number for a
cottage industry to produce would be 200,000 matches a day. -If anybody
puts forward the proposition that a cottage industry can produce 200.000
matches a day, it is not my idea of a cottage industry.  Mr. Bhulabhai
Desai, the Leader of the Opposition, made a frantic attempt to save the
debate from the bad position into which it had got. (Interruption from
Dr. P. N. Banerjea.) ,The Honourable Member, if he wants to interrupt,
can get up and interrupt.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member should not. go on.interrupting in this way. ' '

Mr. J. D. Boyle: Mr. Desai attempted to raise the whole debate into
a discussion on the fiscal policy of Government generally and he got intc
such deep water. that he was arguing at one moment that the cottage.
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industry should be encouraged and at the next that a factory mdustry
should be organised. ,

Before I sit down, I should like to quote what the Finance Member’s
predecessor at that time said in relation to what had fallen from the
Leader of the Opposition. He said : Tt 1s clear from: the speech of the
Leader of the Opposition that the following is his chain of thought.
First of all, we must have industries; therefore, we must have protection;
and, therefore, by the process of very high protection you keep the foreign
oreduct out and you start factory industries in India. Then you get to
the stage when you have your factory industry,—and another idea comes
to you : Are we so right in wanting factories? Is not what we want cottage
industries? We must kill these enormous and obscene growths and we
must go back to the cottage industry. Therefore, you take measures for
encouraging the cottage industry and for destroying the factory industry.
At the end of that process, I would like to point out to you what in fact
happens.  Your revenue has been destroyed.

Therefore, I maintain that hoth from the point of view of the workers
who work under wretched conditions for wretched pay. from the pomt of
view of the consumer who gets a wretched match and on account of the
revenue that is lost, there is no ground whatsoever for supporting this
extra rebate.

Mr. Husenbhai Abdullabhai Laljee: I do not wish to speak at length
on this motion but I do wish to say something about the cottage industry.
I have been in this industry for a number of years and I can tell vou this
much that so far as the condition of the people is concerned, they do want
some employment, as they are really starving in the villagess: The condi-
tions in our villages are uite different fron: those existing in Europe and
that is why we do want something to be done for the cottage industry.
Now, Sir. take the instance of what is being done in the cottages. We
find small units and in those small units matches are . being prepared,
and these units do pay them whatever little they can have out of that.
It is not that there is any kind of forced labour—just as we have had in
some Indian States. Formerly, I mean not now, where they were made
forcibly in the village, but now if in a village women do get work they
most willingly work for the maintenance of members of their familv to
save their starving children. How is it that we should interfere? Why
should we not protect them and give them some employment? What is
suggested is this—do not give them any employment. Thev say there is
no need of giving any employment to them and they should not be ever
sllowed to work in the vottages. Sir, the health in the cottages is very
_much better, provided food is provided and so on, and so far as 1 was
nterested in observing these conditions during the last ten years that this
work has been going on. I find that thev are going on very well but they
do require some help and that help must be forthcoming.

So far as industries are concerned. so far as working by machinery under
the Factories Act is concertied. certainly conditions do become bad in the
cities and bigger towns and there it is that we shall have to applv the
Factories Act and labour will insist upon that. Therefore, there is nothing
whatever in the point, in what my friend says. about the condition of
labour in cottages and about their wretched condition, nor for the matter
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of that it is right or correct to say that matches they make are not
saleable.  Sir, if they make matches which are not saleable, then nobody
is going to buy them. I do not know how my Honourable friend, Mr.
Boyle, yot that match box, about which he spoke but it may be that he
has got one match box which has deteriorated by reason of the climatic
effect, and this naturally also happens wlien match boxes are manufactured
with the best machinery and you can very well say tho same about them.
Sir, the Tariff Board pointedly in their report have said that the Indian
manufacturers ‘have manufactured one of the best qualities of matches,
and that it has been pointed out in that report that a certain kind of
propaganda by foreigners has been often used against the Indian manufac-
turer to prejudice its buyers and I hope that that sort of propaganda
does exist even now. Firally, T do hope that the Government will agree
that the cottage industry does deserve consideration and that they
must at least give them some protection so that they may not be starving
all the time.

The Honourable Sir Jeremy Raisman: Sir, this amendment has a cer-
tain prima facie plausibility and I must admit that it would have appealed
to me if I had not taken some care to inquire into the conditions in which
the cottage industry operates. It is not that any large amount of money
is involved. At the same time I must rebut any suggestion that whenever
a tax is increased, what is in effect a subsidy which was given for the en-
couragement of a cottage industry must be increased by the same amount.
That obviously is untenable. A subsidy to a cottage industry should be
related to the cost of producing matches and not to the duty levied on
matches. But I regret to say that on such inquiry as I have been able
to make into the matter, it is not merely the case that the justification for
increasing the subsidy to the cottage industry is inadequate but I firmly
believe that any amount which I so gave up would not find its way into
the pockets of these poorer workers for whom the Members of this House
are naturally sympathetic. I regret that so far as I can make out the
organization of this industry, it would merely mean that, if I increased the
subsidy, I should be giving money away to a class which I have no desire
to help, and they are not the cottage workers. Until I can see this
industry organized in a manner in which the benefits which accrued
would go to the village worker, the cottage worker, I must refuse to give
any additional assistance, however small, bv way of an increased subsidy.
I am sure that Dr. Banerjea, if he is familiar with the conditions in ths
industry, knows what I am referring to; I do not wish to tire the paticace
of the House in the matter, but the fact remains that whereas prima facie
this is a case which would seem to have justification, in fact it is not : and
if it could be proved to my satisfaction that these cottage workers would
be helped, and that the necessity for a subsidy is there, I would have an
open mind on the subject. For this reason, Sir, I regret I cannot accept
the amendment moved by my Honourable friend.

Mr. President (The Honourable Sir Abdur Rahim) : The question is :

““That after clause 3 of the Bill the following new clause be inserted and the
subsequent clauses be re-numbered aceordingly :

‘4. In Bection 19 of the Matches (Excise Duty) Act, 1934—

{(a) in clause (i) for the words ‘ten pies’ the words ‘one anna and eight "u'
shall be substituted. P * sad eight pt
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(b) in clause (ii) for the words ‘one anna and three pies’ the words ‘two annas
and six pies’ shall be substituted.

(c) in clause (iii) for the words ‘one anna and eight pies’ the words ‘three annas
and four pies’ shall be substituted’.”

The motion was negatived.

Mr. President (The Honourable Sir Abdur Rahim) : The question is :
““That clause 4 stand part of the Bill.”

The motion was adopted.

Clause 4 was added to the Bill.

+ Mr, President (The Honourable Sir Abdur Rahim) : The question is :
“That clause 5 stand part of the Bill.”

Dr. P. N. Banerjea: Sir, I move :

“That in clause 5 of the Bill, for the words ‘five annas’ the words ‘four annas’
be substituted.”

.8ir, this relates to the duty on artificial yaru. I made it clear in the
course of my speech on the general discussion on the Budget that I
welcomed this additional duty, because I thought that it would help the
natural silk industry of India. I still hold that view. But the fact is
that Sir Homi ‘Mody pointed out that this would do some harm to the
artificial silk piecegoods industry and in order to accommodate himn, I
tabled this amendment. I, personally, hate artificiality of all sorts, but
I find that Finance Members and capitalists are competing with onc an-
other in various fields of artificial activity, such as cigars, wines and
Turkish baths, and I would not condemn the common man if his poverty
compels him to use artificial silk in preference to natural silk. That is
my object in moving this amendment. If, by reducing slightly the
amount of duty on the yarn and putting on an additional duty on artificial
piecegoods, some service could be rendered to the piecegoods business, I
would not grudge it. But I find that my Honourable friend does not
take this matter seriously. Now, Sir, I have always noticed that these
capitalists make very brave speeches, but when the time comes for voting
or moving amendments, their courage always fails them. With these
few words I move my amendment.-

Mr. President (The Honourable 8ir Abdur Rahim) : Amendment moved:

“That in clause 5 of the Bill, for the words ‘five annas’ the words ‘four annas’
be sabstituted.”

Sir H. P. Mody (Bombay Millowners’ Association : Indian Commerce) :

Sir, I want to follow up my ‘‘brave’’ speech by supporting
M- the amendment and voting for it.

The Honourable Sir Jeremy Raisman: Sir, I have already said a good
desal on this subject and I do not propose to say any more at this moment
except that apparently the amendment was moved because Sir Homi Mody
was lacking in courage and it has now been supported by him merely to
preserve his facade- T oppose the amendment.

Mr. President (The Honourable Sir Abdur Rahim) : The question is :

“That in clause 5 of the Bill, for the words ‘five arnas’ the words ‘four annas’
be substituted.’

The motion was negatived.
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Mr. President (The Honourable Sir Abdur Rshim) : The question 18 :
*That clause 5 stand part of the Bill.”

The motion was adopted.

Clause 5 was added to the Bill.

Clause 6 was added to the Bill.
Mr. President (The Honourable Sir Abdur Rahim) : The question is :

“That clause 7 stand part of the Bill.”
Mr. Lalchand Navalrai: Sir, I move:

‘That in clause 7 of the Bill for the words ‘one-third of each such rate’,
wherever they occur, the words ‘twenty-seven per cent.” be substituted.”

Mr, President (The Honourable Sir Abdur Rahim): Amendment moved:

“That in clause 7 of the Bill, for the words ‘ona-third of each such'rlte',
wherever they occur, the words ‘twenty-seven per cent.’ be substituted.” i

Babu Baijnath Bajoria (Marwari Association Indian Commerce): Sir,
1 move:

*“That in clause 7 of the Bill, for the words ‘one-third’. wherever they occur, the
words ‘one fourth’ be substituted.”

Mr. President (The Honourable Sir Abdur Rahimj: Further amendment
moved:

~That in clause 7 of the Bill, for the words ‘one-third’, wherever they occur, the
words ‘one-fourth’ be substituted ’’

Mr. Lalchand Navalrai: Sir, this clause now refers to the surcharge
which is being increased from 25 per cent. to 33 1/3 per cent. Thae ordi-
nary income-tax has been increased from time to time and the populer
protest has been against its increase. The popular view at present is that
even the ordinary income-tax has reached its taxable capacity. This ques-
tion of increase in the income-tax came before this House in November
last when the 25 per cent. surcharge was being raised. The fate with which
the Finance Bill met at that time is well-known. It was thrown out.
That marked the popular verdict with regard to the surcharge of even 25
per cent. That condition still remains. The present view of the public
is also that this increase from 25 per cent. to 33 per cent. will overburden
them in such a manner that they will not be able to pay even the ordinary
income-tax. Sir, it is a well-known fact that the income-tax is not paid
willingly, not that the people are not willing to pay but because it over-
burdens them. It is well-known that the income-tax is being realised eicher
under coercion or under compulsion or by the various ways of the. Income-
tax Officer, into which I do not want to go at present. I only want to say
this that last time a surcharge was raised against the popular view for
which there is no help now. I have, therefore, suggested that it shouid
not be further increased to 33 1/8 per cent. at once but if at all it be raised
only slightly so that we may be able to judge the effect of it. I have
suggested that instead of raising # at once to one-third les it be raised from

25 per cent. to 27 per cent. With these few words, I move my amend-
ment.
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Babu Baijnath Bajoria: Sir, much has been said in this House about
taxation vis-a-vis borrowing and the theory of it has been discussed at
great length both by Sir Cowasji Jehangir and has been replied to by the
Honourable the Finance Member. I do not want to go into those theories
but 48 a businessman I will say that there should be both taxation and
borrowing. What I feel is that the Honourable the Finance Member hae
relied much more on taxation than on borrowing and has been
increasmg the taxation for the last year and a half. Dunng the last
one year and a half the burden of taxation has gone up by 25 crores of
rupees. Then, there is the question of direct taxation and indirect taxation.
Here, again. the Honourable the Finance Member has also been very un-
just to the commercial community and has forced up the direct taxation
'very considerably during the last three years. This income-tax is one of
the main heads of direct taxation. . . .

Mr. President (The Honourable Sir Abdur Rahim): These are all points
of general consideration. The Finance Bill has been discussed for six
days and all aspects of it have heen discussed. and the Chair cannot allow
them to be repeated. The Honourable Merber may not have been here.
The Honourable Member had better confine himself to the amendment.

Babu Baijnath Bajoria: Sir, my amendment is that the income-tax
should not be increased. -

Mr. President (The Honourable Sir Abdur Rahim): But the Honour-
able Member cannot go into general questions.

Babu Baijnath Bajoria: I am not going into gemeral questions very
much. I am just speaking on the point that the income-tax in this country
is very heavy. In 1937-38 the amount realised from  income-tax was
144 crores and it has been estimated to be 40 crores in 1941-42. This is a
very big increase in the income-tax and as the income-tax falls mostly on
‘commercial people and on industries—I think I am right in saying that
75 per cent. ot this tax comes from the commercial community and in-
dustries,—it is not desirable that the Finance Member should go on taxing
the commercial community and the industries over and over again and
increase this tax, which is already on a very high level, by further increas-
mng the surcharge on income-tax from 25 per cent. to 33 per cent.

Mr. President (The Honourable Sir Abdur Rahim): All that has becu
said.

 Babu Baijnath Bajoria: This is exactly my amendment. Sir, there has
been an under-estinate by the Finance Member . . . . .

 Mr. President (The Honourable Sir Abdur Rehim): The Honourable
Member cannot go into all these points. He must confine himself to the
emendment. It is a well-known rule of the House.

Babu Baijnath Bajaria: I have to prove. . . .

Mr. President (The Honourable Sir Abdur Rahim): All that has been
fully discussed. The Honourable Member may not have taken part in the
discussion.
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Babu Baijnath Bajoria: I am saying that the sureharge should not be
inereased, from one-fourth to one-third.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable

Member might like to go into the whole question, but it cannot be allowed
now.

Babu Baijnath Bajoria: I am speaking only on this particular amend-
ment.

Mr. President (The Honourable Sir Abdur Rahim): Income-tax is the
most important part of the Finance Bill, and that has been discussed fully.
The Honourable Member cannot go into all that. It has been fully dis-
cussed for six days and to which replies have been given.

Babu Baijnath Bajoria: I may say, Sir. that during the discussion on
the Finance Bill, most of the speeches of Honourable Members concerned
only with all other subjects excepting the increase of income-tax. . .

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member is quite mistaken. The Chair has been listening to all the speeches

The Chair cannot allow the Honourable Member to go into the whole ques-
tion again. '

Babu Baijnath Bajoria: I only wish to refer as far as income-tax is
concerned. . . .

Mr. President (The Honourable Sir Abdur Rahim): It opens up an in-
tegral part of the whole scheme.

Babu Baijnath Bajoria: If that is your ruling, Sir, then I resume my
seat. .

The Honourable Sir Jeremy Raisman: If I may say so, Sir, as you have
pointed out, the question of the amount of direct taxation which could fairly
be levied and also the amount that should have been left to be filled by
borrowing was very fully discussed during the general debate on the Fin-
ance Bill and I have nothing to add to what I said at that time. My
Honourable friend, Babu Baijnath Bajoria, was not here to hear that part
of the debate or the discussion of the effect of the new proposed taxation
on business, but I gave my reasons for thinking that the level of direct
taxation which I proposed in this Budget was one which could be borne
by industry and commerce in the present economic conditions of the
country. Therefore, I have nothing to do but to oppose the amendment.

Mr. President (The Honourable Sir Abdur Rahim): The question is:

“That in clauss 7 of the Bill, for the words ‘one-third of each such rate’,
they occur, the words ‘twenty-seven per cent.’ be substituted.”

The motion was negatived.

wherever

Mr. President (The Honourable Sir Abdur Rahim): The question is:

*That in clause 7 of the Bill, for the words ‘one-third’, whereyer they occur, the
words ‘one-fourth’ be sobstituted "

The motion was negatived.
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Dr. P. N. Banerjea: Sir, I beg to move:

“That to part (a) of sub-clause (1) of clause 7 of the Bill, the following proviso
be added :

provided that such increased surcharge shall not apply to incomes below rupees
five thousand per amnum’.”

Sir, one of the fundamental principles of public finance is that taxation
should be adjusted to the ability of the people to pay. Now, when wec
levy additional taxation, we should consider whether the persons on whom
this additional taxation falls have the capacity to bear this burden. 3Sir,
in my opinion, the persons whose incomes are below Rs. 5,000 do not
possess any capacity to bear the additional burden. The other day, the
Honourable the Finance Member observed that persons whose incomes
were below Rs. 5,000 per annum were given some amount of advantage
when the new Income-tax Act was passed. That is true. But why was it
given? It was given because this section, the poorer section of the middle
classes deserve to get such advantage. Now, Sir, if that was so three years
ago, it is incumbent on us to examine whether the conditions of this
poorer section of the middle classes have improved in the meantime, so
that it has now acquired greater capacity to pay or not. My own view is
that this poorer section of the middle classes is worse off now than it was
three years ago. The cost of living has increased subgtar}txally and persons
belonging to this section have fixed incomes. Their incomes have not
advanced to any extent during these two or three years, and last year an
additional burden was placed on this section of the middle classes, and now
to impose a further burden on this poorer section of the middle classnlag
would be wholly unjustifiable. On this ground, T urge that this class shou
be exempted from the additional taxation which is to be levied on mcoxllﬁlttle-
tax payers. If this is done, a great justice will have been done to tg
poorer section of the middle classes, and no great harm would eDS(llle :
the revenue. I am unable to calculate what sum will be involved, hb‘:;
it is possible it will amount to 25 or 80 lakhs and not much more than t :c:
but if by sacrificing this amount of revenue you can help a desemng 8
tion of the community, I think it is the duty of the Government to do so-

With these words, I move my amendment.

Mr. President (The Honourable Sir Abdur Rahim): Amendment moved:
“That to part (a) of sub-clause (1) of clause 7 of the Bill, the following proviso
be added : -
‘provided that such increased surcharge shall not apply to incomes below rupces
five thousand per annum’
The Assembly then adjourned for Lunch till Half Past Two of the
Clock. .

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

The Honourable Sir Jeremy Raisman: Sir, I regret I must oppose Dr.
Banerjea’s amendment. It is not quite clear whether his intention is that
persons with an income below Rs. 5,000 per annum should be let off the
whole of the surcharge above the rates fixed on the slab system or whether
his idea was that they should be let off the ircrease over the rate of sur-
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charge which is generally taken as 25 per cent. which was fixed in Novem-
ber last. Strictly speaking, of course, it was only 8 1/3 per cent. for the

year as & whole but it was based on the idea of a 25 per cent. surcharge
for the full year.

Dr. P. N. Banerjea: I meant the increase in the surcharge.

The Honourable Sir Jeremy Raisman: I must then point out that the
effect of his amendment is to exempt them from the whole of the surcharge,
because what clause 7 (b) (i) does is, without reference to any previous
surcharge, to enact & surcharge for the year 1941-42 of one-third, and such
increased surcharge can only refer to the surcharge which is contained in
the clause. However, whether his intention be to exempt them from the

whole of the surcharge or from the latest increase I must oppose it. The
effect of the amendment as worded. . . .

Dr. P. N. Banerjea: It is clear; the words there are ‘‘increased sur-
charge’’.

The Honourable Sir Jeremy Raisman: But the wording of the clause is
‘‘rates of income-tax...... increased in each case by a surcharge for the
purposes of the Central Government amounting to one-third of each such
rate’’. So that the words ‘‘increased by a surcharge’’ also occurs in the
clause and there is no reference to any surcharge other than the surcharge
af one-third which the Bill proposes to impose. So that the effect of tha
amendment as it stands would be, on a rough and ready calculation which
T have endeavoured to make, that it would cost us something of the order
of 43 lakhs which I certainly cannot afford. But on the merits too 1
pointed out on a previous occasion that this is the class which benefited
by the revision of rates which was embodied in the slab scale; and it is to
my mind anomalous that they should be again selected for a special exemp-
tion from a burden which is being applied to all income-tax payers. But
since Dr. Banerjea says that his object was to exempt these people from
the effect of the last increase in surcharge, I must point out that even
at the top of this range, i.e., those who are most heavily affected by this
surcharge, I calculate that the effect of it is of the order of Rs. 1/8/- per
month. T do not think that people who are enjoying an income of Rs. 5,000
a year or very little less than that are being asked to bear an undue burden
when they are subjected to a surcharge which in their case has so small
an effect. Sir, I oppose.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question 1s:

*“That to part (a) of sub-clause (I) of clause 7 of the Bill, the following prbviso
be added .

‘Provided that such increased surcharge shall not apply to incomes below rugees
five thousand per annum’.”

The motion was negatived.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That caluse 7 stand poart of the Ball.”

The motion was adopted.

Clause 7 was added to the Bil.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“Thay canse B #land path ob Nhe W™
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Babu Baijnath Bajoria: Sir, 1 move:

“That in sub-clause (2) of clause 8 of the Bill, for the words ‘sixty-six and two-
thirds per cent’ the words ‘fifty per cent’ be substituted.”

Mr. Deputy President (Mr. Akhil Chandra Datta): Amendment moved:

“That in sub-clause (2) of clause 8 of the Bill, for the words ‘sixty-six and two
thirds' the words ‘fifty five’ be substituted.’

Mr. Lalchand Navalrai: Sir, 1 move:

“That in sub-clause (2) of clause 8 of the Bill, for the words ‘sixty-six and two-
thirds per cent’ the words ‘fifty per cent’ be sabstituted.”

Mr. Deputy President (Mr. Akhil Chandra Datta): Further amend-
ment moved:

“That in sub-clause (2) of clause B of the Bill, for the words ‘sixty-six and two-
thirds’ the words ‘fifty-five’ be substituted.”

Babu Baijnath Bajoria: Sir, the Finance Member has said that this
sixty-six and two-thirds per cent. is a respectable figure of taxation
though some one has whispered to him that it should be raised even to
one hundred per cent. He has also made it clear that those who
whispered this were very cautious people and they knew that they would
nut be affected. In my opinion, Sir, 50 per cent. is already a very
respectable figure and sixty-six and two-thirds per cent. would be a very
autocratic figure and it will be very harsh on the industries. Sir, the
Commerce Member the other day said that the industries must conserve
their resources for the rainy day of the futur> when war ends and they
must not fritter away the profits which they make at the present time.
But the Finance Member by the excess profiis tax and the increased
income-tax is taking away about 80 per cent. of those increased profits,
and in my opinion he is the person who is most guilty of frittering away
the resources of the companies,—frittering away in this sense that they

will have to pay these taxes and will not be able to retain most of the
incorne which they will earn at this time of war.

The yield from the excess profits tax which has been expected by the
Honourable the Finance Member during the current year is only one crore
more from the remaining assessments. I doubt that this is a very great
under-estimate and he will get much more und there is no necessity for
further increasing this excess profits tax to this high level of G6-2/3 per
cent. The industries are already very heavily taxed in all directions by
direct taxation and indirect taxation and Ly taxation from the Centre and
the Provinces and local bodies, and it is nov proper that they should be so
squeezed that whatever money they muy make they have to pay most of
it in taxes either in the centre or in the provinces. Apart from this taxa-
tion we have to look also to the shareholders point of view. The share-
halders of many industries have not been getting any dividend or very
litile dividend during the past few years, and when these industries are
looking up a bit and are making profits they are naturally expecting to get
a share during the time of prosperity, as they were sufiering without divi-
dends or very little dividends during times of adversity. This point has
not been well looked into or given due consideration at the hands of the
Finance Member. Another point is that all the industries that are making
profits are not making profits out of supplying war needs. So it will be
very unfair to tax those industries to this very grest extent. With these
words 1 would commend this amendment to the House.

-
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Mr. Lalchand Navalrai: Sir, I do not know how the Honourable the
Finance Member got fascinated with this 66-2/3 per cent. He has not
given us any figures to show that he caanot do without this percentage.
He gets 50 per cent. already, and it is not knrown how he arrived at this
figure of 66-2/3 and not any lesser ﬁgure I am not a man wha makes
excess profits. My friend, the previous speaker, may be making excess
profits but I am disinterested in that direction. But my fear is this, that
it may be that the production by the industry mnay get less: industry may
get discouraged and they may say their balance of profit will not be large
enough to keep them up; from that point of view I say that the percentage
should be reduced. My friend, Mr. Bajoria, has asked for a reduction to
50 per cent., but I am throwing a better bait to the Finance Member—55
per cent: that is only to induce him to come round because there is no
question of any figures on which we can work: we can only ask for some
concessions. 1 would, therefore, request the Finance Mewnber to consider
the position and to come to a lesser figure than the one he has proposed.

The Honourable Sir Jeremy Raisman: Sir, T have only one or two
remarks to make in opposing this amendment. 1 would like to draw the
attention of the House to the fact that the great majority of assessees who
will Lecome liable to excess profits tax are already established industries
and trades and that in many cases the excess profits arise in present
conditiuns with extraordinarily little effort. They arise from an enhanced
turnover due to the imperative demands of the war. They require remark-
ably little initiative or enterprise and they involve an almost negligible
element of risk. It simply is that you get a far larger turnover—there
may be some increase in overheads, but these are always allowed as
expenses—butl the whole volume of the business has increased to a tremen-
dous extent by circumstances for which the entrepreneur or industrialist
is really hardly responsible at all. That is the common type to which the
excess profits tax applies. Whereas, all the special arguments that are
adduced against an increase in the excess profits tax are drawn from the
special case of some ncw industry. T vield to none in my desire to stimu-
late these new wventures and to give them a fair chance and T believe that
the provisions which were introduced in the Excess Profits Tax Act before
it was passed do enable that desire of mine to be fulfilled. But I cannot
allow those spceial arguments to be continually paraded in order to prevent
the application of a higher and justifiable rate of tax to businesses and
industries in whose case the question of venture or new departure hardly
wrises at all. T would remind the House once again that by adopting
certain options for the standard periods they allowed to trade and industry
a8 a whole the facility to choose very favourable basic periods for the
calculation of excess profits, so that it is true to say that in the vast major-
ity of cases if not in every case, a person who is called upon to pay excess
profits tax is already making peak profits, apart entirély from the excess
which he is making. In other words, even if it were the case that T had
succumbed to the suggestions of those who advocated a hundred per cent.
excess profits tax, I would still be able to claim that those to whom the
tax was applied were the fortunate ones—since the new level of their
vrofits exceeded the highest peak in any of the standard years which it was
open to them to choose . . . . . .

Mr. Galchand Navalrai: Why not close those industries altogether?
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The Honourable Sir Jeremy Raisman: If my Honourable friend thinks
that it is the same thing that where a business for instance made one lakh
in the most prosperous former period, and it is making Rs. 1,10,000 under
war conditions and if that Rs. 10,000 is subjected to specially high taxa-
tion—if my friend thinks that to subject it to such taxation is the same as
asking it to close up altogether, then I am afraid he is beyond the reach
of any argument which I can adduce. Sir, I oppose the amendments.

Mr. Deputy President (Mr. Akhil Chandra Datta): The questioun is:

“That in suo-clanse (£) of clause 8 of the Bill, for the words ‘sixty-six and two-
thirds per cent’ the words ‘fifty per cent’ be substituted.’

The motion was negatived.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:

“That in sub-clause (2) of clause 8 of the Rill. for the words ‘sixty-six and two
thirds’ the words ‘fifty-five’ be sabstituted.”

The motion was negatived.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
“That clause 8 stand part of the Bill.”
The motion was adopted.

Clause 8 was added to the Bill.

Mr. Deputy President (Mr. Akhil Chandra Dattz): The question is
“That the Schedule stand part of the Bill.” ’

Mr. Lalchand Navalrai: I beg to move:

“That in the Schedule to the Bill, in the propored FIRST SCHEDULE to the Indian

Post Office Act, 1898, for the existing entries under the head Letters the following be
substituted :

¢« For a weight not exceeding one tola L. . one anna.
For every tola, or fraction thereof, exceeding one tola three pies’® .

We have now reached the stage of the postage on letters and the next
will deal with the postage on postcards. The postage on letters is onu
anna and three pies, and I want that to be reduced to one anna, and
that further charge should be reduced to three pies from six pies. We

know of those days when the letter postage was six pies and that on cards
was one pice. '

An Honourable Member: Good old days!

Mr. Lalchand Navalrai: We are economically now the same or even
worse off. Those were good days. Government should help in unrestrict-
ed communication, and there shoule be no monetary obstacle or economic
obstacle in the way. This one anna and three pies was imposed in
November last. Before that, since 1985-36 it was cne anna on the letter,
and this continued till November, 1940, when it was increased by the
Finance Aet of that month to one anna and three pies. That was not ac-
cepted by the House. The whole Finance Bill was on that account aiso
thrown out. It was by certification that we have been made to pay at the
rate of one anna and three pies for a letter. I zubmit that should not be
done. This vear has been a prosperous year for the postul department.
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We find that there is a surplus of 90 lakhs. When there is a deficit they
will say they have to make up the deficit, and when there is a surplus
they say, we won't give you any the less with regard to the charges on
postal letters and cards. When there is a deficit the stamp duty should be
raised, and when there is an excess or surplus it should be reduced, and
the Government cannot but accept that position. Then the question
arises, why is it that they are not going to reduce it? We will hear again
the same old argument paraded that this is for the purpose of helping in
the war effort. But. Sir. both sides have to be looked at. This reductior
will not 1n any way or to an appreciable extent affect the war effort. It is
only a question of giving convenience to people to send their letters. If
the present charge is continued.-people may not write so many letters, or
they must have curtailed it already. I do not know how the figures are
since last November. That will mean less income for the Government.
- From all these points of view, I should think that the same stereotyped
reply should not be given. Sir, I move.

Mr. Deputy President (Mr. Akhil Chandra Datts): Amendment meved:

““That in the Schedulc to the Bill, in the pronoted FIRST SCHEDULE fo the Indian
Post Office Act, 1893. for the existing entries under the head Letters the following be
substituted :

¢ For a weight not exceeding one tola . . . . one anna

For every tola or fraction thereof, exceeding one to . three pies’.”

Sir Gurunath Bewoor (Director General, Posts and Telegraphs): Sir,
the amendment which is proposed not only takes away the extra quarter
anna on letters of a weight not exceeding one tola which was put on by the
last Finance Act, but it proposes to reduce the charge for every succeeding
tole from:half an anna to quarter anna. The proposal has been supported
by the argument that the Postal Department has wade a surplus and,
therefore. it should give relief to the user of postal service. It is perfectly
true that the year 1939-40 has showed a surplus of nearly 90 lakhs.

Mr. Lalchand Navalrai: You made it for the war.

. Sir Gurunath Bewoor: But it was pointed out by the Honourable the
Finance Member on the occasion of his budget speech in 1940 that this
surplus was due almost entirely to the increased traffic resulting from the
war and must, therefore, be regarded as of a transitory nature, ;nd that it
w.o.uld be unwise to base on it any policy of rapid -éxpansion of the acti-
vities of the Department or of a reduction in the existing rates.

Mr. Lalchand Navalrai: Where are the figures to show that?

Sir Gurunath Bewoor: The surplus for the vear 1938-39 whj
a war year, was only 19 lakhs of rupees. The Honourable Mellrflt)le:v ?31:‘3:
i tlmt_ war was declared in September, 1939, and from the figures we have
got it is clear that both the postal and telegraph traffic have increased to
an enormous extent. For the current year the surplus is expected to be
101 lakhs. It is true that it is a large surplus, but this, again, iz due to
the increased ?raﬂic resulting from the war and to the imposit-'ion of cer-
tain increases in rates which were definitely put on as a taxation measure
for the purpose of earning revenue to meet war expenditure. The taxation
portion of the surplus for the current year is expected to be 33 lakhs, and
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for the next year it is anticipated to be 100 lakhs, so that out of the sur-
plus of 140 lakhs which is anticipated for the next yeur, the real surplus
is only 40 lakhs, the remaining 100 lakhs being the proceeds of taxation.
The proposal which the Honourable Member has made would in our esti-
mate involve a loss of revenue to the total extent of 117 lakhs. This would
therefore practically wipe off all the surplus for the next year and it will
wipe off the effect of the taxation which was definitely put on by the last
Finance Act.

It is perfectly true that an increase in the letter rate would reduce the

letter traffic. Allowance has been made for it, but even after
3 making allowance for any reduction, certain additional revenue
is bound to be derived and it is on that that our estimates are based and,
therefore, in the present state of the finances of the Government of India
as a whole it is out of the question to give any reduction in the letter rate.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:

“That in the Schedule to the Bill, in the proposed FIRST SCHEDULE to the Indisn
Post Office Act, 1898, for the existing entries under the head Letters the following be
substituted :

¢ For a weight not exceeding one tola . . . . - oneanna. .
For every tola, or fraction thereof exceeding one tola . three pies '.”
The motion was negatived.

Mr. Lalchand Navalrai: Sir, I move:

“That in the Schedule to the Fill, in the proposed FIRST SCHEDULE to the Indian
Post Office Act, 1898, for the existing entries under the head Postcards, the following
be substituted .

¢ Single . . . . . . . . . 8ix pies.
Rem:ly . . . . . . Onegnm"‘.'”’

The cost of the post card was one pice only but it came to be raised
in 1936 to nine pies. That was done as an emergency measure but the
promise was given that it would be reduced.” In 1987 it was reduced by
a popular vote because the Government would not reduce it even though
there were promises to that effect. In 1936 it was reduced by a popular
vote of 67 to 43. In 1938 it was again raised to nine pies by certification,
as the Congress did not attend. Then, Sir, in 1939 and in 1940, also it
was by certification because the Finance Bills were thrown out. In 1940,
the House knows fully well that the Congress came in. This was not
accepted and the Finance Bill was thrown out. With regard to this every
attempt should be made to give convenience to the poor people in order
to communicate with each other in these days of war, whenever they wish
to communicate with their friends and relatives at long distance in- the
rural areas. Therefore, I request the charge may be reduced. T know the
same reply would come with regard to this motion also and I need not
repeat the same arguments over and over again. But I will continue my
efforts till the end of the war. With these words I move my amendment.

Mr. Deputy President (Mr. Akhil Chandra Datta): Amendment moved :

“That in the Schedule to the Bill, in the proposed FIRST SCHEDULE to the Indian
Post Office Act, 1898, for the existing entries under the head Postcards, the following
be substituted :

- ¢Bi . . . . . . . . Six pies.
Reply . . . . . . . . One anna’.”

8ir Gurunath Bewoor: I very much regret that my speech must be the

same as I made last year, because the Honourable Member has made the

D
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rame speech which he made last year. All I can say is that the argumens
which I advanced in connection with the reduction of the letter rate
applies to the present amendment as well. I should like to point out that
in the Finance Bill which was brought in last November, the post card
was not touched at all out of considerations for the feelings of the Honour-
able Member and others of his persuasion. I would like to remove one
inaccuracy. The Honourable Member said that the post card rate was
reduced in 1937. I do not know what he means because actually the
post card was raised to nine pies from the 15th December, 1981 and has
‘remained at that price.

Mr. Lalchand Navalrai: It was reduced by the House..

Sir Gurunath Bewoor: The Honourable Member did not make that
clear. The present proposal even with the best anticipations of increase
in traffic would involve a loss of revenue to the extent of 84} lakhs. I
must on that ground oppose the motion.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:

‘“That in the Schedule to the Bill, in the proposed FIRST SCHEDULE to the Indian
br;ost bOﬂice t“;sct, 1898, for the existing entries under the head Postcards, the following
substituted : .

‘8Single . . . N . 8ix pies.
B:-;ﬁy . . . . . One anna’.”’
The motion was negatived.

Mr. Deputy President (Mr. Akhil Chandra Datta): The question is:
*That the Schedule stand part of the Bill.”’ -
The motion was adopted.

The Schedule was added to the Bill.

Clause I was added to the Bill.

The Title and Preamble were added to the Bil!,

The Honourable Sir Jeremy Raisman: Sir, I move-
‘“That the Bill be passed.”

Mr. Deputy President (Mr. Akhil Chandra Datta): Motion moved:
““That the Bill be passed.”

-Maulvi Abdur Ragheed Chaudhury (Assam: Mubhammadan): Sir, so
many amendments have been moved and not one has been accepted, and
the Bill is going to be passed by the official majority. When the Finance
Bill was discussed in the last November Session, it was discussed in all
its aspects by the House and the House gave its verdict. Now, let us
see whether anything new has happened to make this House change its
opinion. At the outset, I must make it clear, so that I may not be mis-
understood. So far as this war is concerned, men and money must be
found for the successful prosecution of the war. This is my view, and
whatever I may say in the third reading of this Bill, T trust I may not
be misunderstood. I am opposed to Fascism and Nazism and I am equally
opposed to British Imperialism. In the discussion of the last Finance
Bill, it came out very prominently that neither His Majesty’s Government
nor the Government of India could make out clearly what was the aim
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for which they were fighting, whether it was for the preservation and
restoration of the freedom and independence of weaker nations, and whe-
ther those principles would be applied to India.

There was a declaration of the Viceroy, but it was circumscribed by so
many qualifications that it was not known whether even if the Govern-
ment wanted to part with power, that power would approach that which
is enjoyed by other dominions. So, Sir, this House rejected the last
Finance Bill. Since then, Sir, nothing has happened for this House to
change its opinion in connection with this Finance Bill. The British
Prime Minister is keeping his golden silence. He has not said a word
even about the doubt which is in the mind of the people of India that the
British war aims will not be applied to the case of India. The Secretary
of State indulges in occasional outbursts, but he belies the hope which
we entertained of him since he was a man born and brought up in this
country. Sir, he cannot create a new war enthusiasm; lét us see, Sir,
why. Sir, one reason is that time after time our Finance Member pro-
duces before this House a wixed Budget. By a “‘mixed -Budget’’, F
mean, not a separate budget for ordinary -expenditure and a separate
budget for the war. The result is that the mixed Budget always receives
mixed reception. There is always a doubt in the mind of the people that
there is some underhand reason for which a separate Budget is not pre-
pared for the purposes of the war. There is always thé doubt that the
budget which is intended for the war will be continued as a peace measure
also. That is the experience of this House, and that is the experience of
this country.

Sir, when the super-tax was introduced at the time of the last war,
it was distincly understood, and an understanding was ' distinctly given,
that that was a war measure, and that, as soon as the war would be over,
that would cease to apply.

Dr. P. N. Banerjea: There is no quorum in the House?
Mr. Deputy President (Mr. Akhil Chandra Datta): There is a quorum.

Maulvi Abdur Rasheed Ohaudhury: Sir, the last war wag over after
four years, but the super-tax is continuing even now. 8o, Sir, whenever
any mixed budget is produced, the country becomes suspicious and can-
not show its eagerness for the war. The same suspicion even now arises
that the different taxes that have been pmposed in this Finance Bill may
continue after the war. Sir, this mixed budget is a half-measure, I should
say; it cannot create a war enthusiasm. If the Honourable the Finance
Member would have taken a bold policy, he would have been able te
create a better enthusiasm; if he would have come.out with a proposal
like this, ‘“Well, we require so much money for the proseceution of the
.war, this much money must be found, but I give you the assurance that
as soon as the war will be over, these measures will cease to exist.", then:
we would have approached our constituency boldly .:and  suid; . “Well,
gentlemen, we are in difficulty; we want money for tlus dJﬁwulty, -but:
this will not continue as soon as the war -will be over’’; and that would
have created a war enthusiasm. So far as the Finance Member is con-
cerned, he also is put in an awkward situation due to this mild measure,.
He cannot put up his whole scheme all: at once.. Sometimes he would
take resort to something and squeeze out'some meney from: here and there,
just like the milching of the proverbial cow of Sir Ziauddin Ahinad. . He

p8:
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would then take a magic wand and approach the proverbial tiger and threa-
ten him and kill him. Then he would take as much as he can get from that
source. He would then again take a magic wand and kill the proverbial
lion and squeeze out everything that he can put his hands on. Sir, there
is one danger in this sort of practice in their attempt to find money for
the prosecution of the war. It is true that the Finance Member gets the
money he wants, but only so-after a good deal of shilly-shally and after
a good deal of agitation. The result is that so far as the war preparations
are concerned, this country is always lagging behind, both for want of
money and for want of enthusiasm.

Sir, the Finance Member said the other day that the Defence Depart-
ment had prepared and trained only half a million men. He did not
enlighten this House as to what proportion of this half a million men is
still in India and what proportion has gone overseas. Now, Sir, this is a
gigantic struggle of life and death, I should say, and these half measures
ought not to have been taken for the safety of this country. Then, again,
Sir, there should be a fixed principle of finding money. 1If it is taxation,
let 1t be a fixed principle of taxation. If it is otherwise, that should also
be fixed. But, Sir, what do we find? We do not find any fixed principle.
I have said, Sir, that the empire is engaged in a gigantic struggle. It may
be a very very long war nobody can say. That being so, there should be
a fixed principle of taxation and a fixed principle of borrowing, so that
there may not be a dearth of money at any time. Sir, at the time of the
last war, the Government could create enthusiasm, because at first they
introduced a ten per cent. cut on high salaries . . . .

The Honourable Sir Jeremy Raisman: No, Sir, the Honourable
Member is entirely wrong.

Maulvi Abdur Rasheed Chaudhury: There was a salary cut so far as
1 know?

Dr. P. N. Banerjea: It was afterwards in 1931 at the time of the great
depression. ‘

The Honourable Sir Jeremy Raisman: This was afterwards in 1981.

Maulvi Abdur Rasheed Chaudhury: I stand corrected. My point is
that there should be a fixed principle for finding money.

Now, Sir, if money is actually required, nobody will grudge that, but
the House should be satisfied, the country should be satisfied, that there
is an actual necessity for money. My Honourable- friend, Sir Cowasji
Jehangir, in his speech quoted facts and figures, and he found and he
showed that in 1941 there was a credit balance of the Government of
India with the Reserve Bank of over twenty crores. The credit balance
has gone up to something like 30 or 81 crores. Now, Sir, according to the
Finance Member we are in deficit for 20 crores this year. When we have
got a surplus money in our hands, what is the use of fresh taxation, and
what is the use of borrowing? It is an entirely wrong policy. This is
not the usual policy.  What do we find in our individual capacity? When
we. want to finance & concern and if we have’'got the money in our hands,
we never go to borrow. But in this case the Finance Member is borrow-
ing about 80 crores. This House will not approve of this policy unless it
is thoroughly explained.
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The Honourable Sir Jeremy Raisman: Will the Honourable Member
kindly read the ways and means section of the@Explanatory Memorandum?,

Maulvi Abdur Rasheed Chaudhury: I have read that.

Then, Sir, there has been a good deal of talk about the subject that a
major portion of the money should be found by borrowing. - It was pointed
out by Sir Cowasji Jehangir that in the case of England over 140 per
cent. of the money is borrowed to meet the expenses of .the war. Here,
they have decided to raise about 6 crores by taxation and the remaining 13
crores by borrowing. There is a danger in this policy. The danger is that
if this war is going to be a long one, there will be difficulty in finding
money afterwards. The borrowing then will have to be on & very high
rate of interest. You are limiting the resources of the country by taxing
people and you are reducing the paying capacity of the people by means
of this taxation. This will make capital shy. On this point there have
been many speeches, and I do not want to repeat those argumentse, but
the fact remains that thig taxation is creating a scare which will re-act
very adversely on the money market of future years. If the present resour-
ces of the country are curtailed, the future payment will be very difficult.
So, this House, I think, will not approve of so large a portion of the deficit
being met by taxation.

Then, Sir, as to the question of the deficit, we have got to depend
entirely on what the Finance Member says. @ We are not satisfied that
there is actually a deficit. Where is the document to show that there is
actually a deficit? Has it been found out by any Inquiry Committee or
by anybody else that there is actually a deficit?

The Honourable Sir Jeremy Raisman: Will the Honourable Member
please, prove to me that there is a war going on?

Maulvi Abdur Rasheed Ohaundhury: I approve of the suggestion made
by Dr. Sir Ziauddin Ahmad in this connection. He said that before a
deficit is brought about, he must be satisfied by a small Committee whe
could examine the deficit in all its aspects.

The Honourable Sir Jeremy Raisman: There is only one aspeet of it,
and that is the minus aspect.

Maulvi Abdur Rasheed Chaudhury: Another thing which must be
borne in mind in this connection is that there is a good deal of difference
between the expenditure of money for war purposes in this ccuntry and
other countries. War is not always a bad thing from the economic point
of view. Of course, the loss of human life and property ig very regrettable.
but economically it is not always a very bad proposition. From the
figures which we read in the papers we find that in England, for example,
unemployment has practically ceased. That is not the case in this
country. If the money raised for war were to remain in this country, it
will simply pass from one hand to anether . . . .



1808 LEGISLATIVE ASSEMBLY [228p MarcH, 1941

Mr. Deputy President (Mr. Akhil Chandra Datta): Order, order: With-
out meaning to interrupt the Honourable Member, the Chair owes it to
the House and to itself to remind him of the announcement made this
morning from the Chair that according to the agreement arrived at in
the House, there will be no speeches during the third reading of the Bill.
As there was some time left to us, the Chair thought it would be better to
allow some speeches to be made if there were some Members who were
anxious to speak. The Chair only wants to remind him about it. It
should be remembered that this is the third reading of the Bill, and,
therefore, the speeches should be consistent with the limited scope of the
Bill. Beyond this, the Chair did not mean to interrupt the Honourable
Member.

Maulvi Abdur kashged Chaudhury: T bow to the decision of the Chair,
and I will be as brief as possible.

Sir, if the Government could have created war enthusiasm, there would
have been no necessity for these taxation measures.

Now, Sir, I wish to speak a few words about propaganda. Govern-
ment have got newspapers like the Statesman and other Anglo-Indian
newspapers to voice their views. Let us see what sort of propaganda
these papers havé been carrying on. As soon as we open the pages of the
Statesman, we find that it calls all the political association of this
country as so many parasites of the British Government. Then, Sir, we
find that some of our very best people who are doing several things for
the betterment of the country are classed as belonging to the ‘‘Cranks
Corner’’. Is this the propaganda for creating war enthusiasm in this
country? I think it is not. Then, there is another widespread discontent
throughout this country about the mode of treatment given out to the
lovers of the country who practise Satyagraha and things of that character.
Sir, in fact, in legal circles, there is a talk that all the prosecutions under
the Defence of India Act for uttering anti-war slogans are illegal.

~ The Honourable Sir Jeremy Raisman: I submit, Sir, that the Honour-
able Member is not making a speech within the scope of the third reading.

Maulvi Abdur Rasheed Chaudhury: I may be permitted to explain how
this comes within the scope of the Bill. ‘

Mr. Deputy President (Mr. Akhil Chandra Datta): The Chair was itself
thinking that all this talk about detenus and about the treatment to the
detenus do not strictly come within the scope of the third reading of the
Bill. The Chair hopes the Honourable Member will be more relevant.
He will confine himself to the clauses of the Bill.

‘Maulvi Abdur Rasheed Chaudhury: I was saying, Sir, that there can
be no war enthusiasm which the Government want to see in the people
of this country. There is just one thing which I wish to mention in this
connection, and then I shall pass to other things. I have already said
that there is already a talk in legal circles that all these prosecutions are
illegal. Recently, in Gudur, in Madras Presidency, the District Magis-
trate held that mere uttering war slogans was not sufficient to constitute
an offence under the Defence of India Act, and so he acquitted all the
accused. Now, Sir, Government are in a very bad position, either they



THE INDIAN FINANCE BILL 1809

will have to say that the Joint Magistrate’s judgment was wrong, or if
the Joint Magistrate was correct in his judgment, then the Government
will have to set free all the prisoners. So much for war enthusiasm.

There is another small complaint I have to make. When the Supple-
mentary Finance Bill was under discussion in November last, the Honour-
able the Commerce Member, for whom I have great regard, said that
everybody who is not helping in the war effort is a traitor to the country.
This is an insult to the country. It has also been repeated the other day
by the Honourable the Home Member when he said that these people
were all bad characters. Sir, war enthusiasm cannot be artificially creat-
ed in this way.

Sir, the Finance Bill has come out as it was discussed at the considera-
tion stage, not a comma has been changed, not a single amendment has
been carried, and so the grounds on which the House based its criticism
at the consideration stage still hold good, and I think we are entitled to
discuss all those subjects now which were touched upon at that stage.

The Honourable Sir Jeremy Raisman: May I ask for your ruling, Sir?
The Honourable Member has construed the position to be that it is open
to him to talk on matters which were discussed at the consideration stage.

Mr., Deputy President (Mr. Akhil Chandra Datta): The Chair thinks
the Honourable Member will not be in order if he reopens the whole ques-
tion. There are many questions which have been accepted by the
House and we cannot go behind those decisions. The Chair takes it, the
Honourable Member knows the distinction between the third reading and
the previous reading of a Bill. The Honourable Member cannot possibly
discuss all the questions which he was at liberty to discuss at the earlier
stages. The Chair hopes the Honourable Member will speak within the
scope of the Bill,

Maulvi Abdur Rasheed Chaudhury: I bow to your ruling, Sir, It is
desirable that I should speak a few words on two or three subjects. I will
not take up much of the time of the House. My Honourable friend,
Sardar Sant Singh, gave facts and figures and explained how the census
figures were calculated. )

Sir Cowasji Jehangir: This is the third reading of the Bill.

Maulvi Abdur Rasheed Chaudhury: The question is whether we should
accept these census figures as correct, or whether we should scrap them.
Another startling thing which my Honourable friend, Sardar Sant Singh,
referred to was about the Chief Justice of the Lahore High Court.

Mr. Deputy President (Mr. Akhil Chandra Datta) : The Chair should
tell the Honourable Member that he is not at liberty to discuss these
things at this stage of the Bill.

Maulvi Abdur Rasheed Chaudhury: I bow to your ruling, Sir. T am
going to suggest how war enthusiasm could be created in this country.
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Mr. Deputy President (Mr. Akhil Chandra Datta): The Honourable
Member spoke a good deal about war enthusiasm, and, in the third reading,
he must not go over that ground again.

Sir Oowasji Jehangir: Which is the clause of the Bill that relates to
war enthusiasm ?

Maulvi Abdur Rasheed Chaudhury: The Bill wants the House to vote
for money, and before money could be granted, I must speak about the
grievances.

Mr. Deputy President (Mr. Akhil Chandra Datta) : The Chair would
also remind the Honourable Member that there was an agreement of the
entire House that this Bill should be finished today, and, in fairness to
other Honourable Members who might like to speak, the Honouarble
Member should be as brief as possible.

Maulvi Abdur Rasheed Chaudhury: I do not like to break the agree-
ment, and in order to show my deference to the agreement, though I was
not a party to it, I resume my seat.

The Honourable Sir Jeremy Raisman: I move that the question be now
put.

Babu Baijnath Bajoria: I should like to say a few words before the
debate is closed.

The Homourable Sir Muhammad Zafrullah Khan: T must point out,
Sir, that the Honourable the President not only accepted the agreement,
but intimated that he would see that it was enforced. I hope you will
see, Sir, that the agreement is enforced because, if not, that confidence
which ought to exist among all the parties in the House will be destroyed
and in future it would not be possible to come to any understanding in the
confidence that it would be given effect tn.

Babu Baiinath Bajoria: In that case, I do not want to disturb the
agreement which has been arrived at.

Mr. Deputy President (Mr. Akhil Ghandra Datta) : The Chair has been
already over-indulgent, and if any Honourable Member of the House
insists upon the agreement being honoured and given effect to, then it is
the duty of the Chair to see that it is given effect to.

The question is :
“That the question be now put.”
The motion was adopted.

Mr. Deputy President (Mr. Akhil Chandra Datta) : Does the Honour-
able the Finance Member wish to reply to the debate?

The Honourable Sir Jeremy Raisman: I wish to abide by the agree-
ment which has been arrived at. I move:

*“That the Bill be passed.”
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Mr. Deputy President (Mr. Akhil Chandra Datta) : The question is :

“That the Bill be passed.”

The Assembly divided :

[At this stage, Mr- President (The Honourable 8ir Abdur Rahim)
resumed the Chair.]

AYES—40.
. ; Manavidan, Raja T.
Abdul Hamid, Khan Babadur Sie Maxwell, The Honourable Sir Reginald.
Abdul Hamid, Khan Sahib Shaikh. Mazharul Islam, Maulvi
Ahmad Nawaz Khan, Major Nawab \{?l]z M é .
Sir . Miller, Mr. C. C.

: Muazzam Sahib Bahadur Mr, Muham-
Bewoor, Sir Gurunath, mad. .
Boyle, Mr. J. D. Mudaliar, The Honourable Diwan
Buss, Mr. L. C. Bahadur Sir A, Ramaswami.
Caroe, Mr, 0. K, Mukharji, Mr. Basanta Kumar.

Clow, The Honourable Sir Andrew. Oulsnam, Mr. S. H. Y.
Dalal, Dr. R. D, Pillay, Mr. T, S. S.
Dehejia, Mr. V. T. : Rahman, Lieut.-Colonel M. A.
Gopalaswami, Mr. R. A. Raisman, The Honourable Sir Jeremy.
Griffiths, Mr. P. J, Rau, Sir Raghavendra,
Gwilt, Mr. E. L. C. Scott. Mr, J. Remsay,
Tkramullah, Mr, Muhammad, Sha.hbanz Khan Bahadur Mian Ghalam
Imam, Mr. Saiyid Haider. Kadir Muhammad.
Ismaiel Ali Khan, Kunwar Hajee. Sbeehy_, Mr. J. F.
Jawahar Singh, Sardar Bahadur Sivaraj, Rao Sahib N.

Sardar Sir. Spence, Sir George.
Kamaluddin Ahmed, Shams-ul-Ulema. Toakar Singl, Captain.
Kushalpal Singh, Raja Bahadur, Zafrullah Khsn, The Honourabls Sir
Lawson, Mr C. P. Muhammad.

NOES—19.

Abdul Ghani, Maulvi Muhammad. 1 Lalchand Navalrai
Abdur Rasheed Chandhury, Maulvi. Li d Navalrai, Mr.
Azhar Ali, Mr, Muhammad. iaqat Ali Kkan, Nawabzada Muham-
Bajoria, Babu Baijnath. mad.
Banerjea, Dr. P. N. Maitra, Pandit Lakshmi Kanta.
Chattopadhyaya, Mr. Amarendra Nath. Muhammad Ahmad Kazmi, Qazi.
Datta, Mr. Akhil Chandra. Murtuza Sahib Bahadur, Maulvi Syed.
Deshmukh, Mr. Govind V. Raza Ali, Sir Syed.
Essak Sait, Mr, H. A. Sathar H. Siddique Ali Khar, Nawab.
Fazl-i-Haq Piracha, Khan Bahadur Zafar Ali Khan, Maulans.

Shaikh, Ziauddin Ahmad, Dr. Sir.

The motion was adopted.

THE TYRES (EXCISE DUTY) BILL.

The Honourable Sir Jeremy Raisman (Finance Mzsmber): Sir, T move:

“That the Bill to provide for the imposition and collection of an excise duty onm
tyres be taken into consideration ™

1 have already mentioned this proposed tax in my Budget speech and
I also dealt with certain objections which had been raised to it in the
consideration motion of the Finance Bill. It is a tax which but for
technical reasons could have been dealt with in $he Finance Bill, but since
it is & new excise and since we have not got a general Excise Act it is
necessary to make a separate Bill. My Honourable friend,” Sir Homi
Mody, the other day indicated cerlain criteria for the imposition of excise
taxes. I consider that this tax fulfils the criteria which he laid down;
but in addition to that it fulfils certain other very important criteria for
an excise tax.
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Sir H. P. Mody (Bombay Millowner’s Association : Indian Commerce) :
Sir, I may remind my Honourable friend that one of the criteria was that
the industry should be fully protected in its own home market.

The Honourable Sir Jeremy Raisman: If by those words the Honour-
able Member meant that there should be in existence a protective duty I
agree that the tyre industry in India would not fulfil that criterion. But
if he puts on those words the more reasonable construction which I do,
that the industry in its own home markets without a deliberate act of pro-
tection is already very well placed to meet foreign competition, then I
consider that this industry fulfils thc criteriz for an excise better than
many industries to whom statutory protection has been extended. It is
better placed because it has certain natural advantages, because the same
tyre which is produced abroad at equal or greater cost and brought to this
country and which then pays the revenue duty has to compete with a tyre
produced in this country under favourable conditions and, actually, in
many respects at lower costs; and I believe that this industry could have
been successfully established with & revenue duty lower than that which
actually happened to prevail at the time when the industry was introduced.
But I was going to say that there were certain other criteria than those
laid down by Sir Homi Mody. He approached the matter entirely from
the point of view of the industrialist. I must look at the matter from
the point of view of the exchequer, and from that point of view there
are certain important requirements which an excise duty should fulfil; and
one of them in particular is that it should be capable of easy and efficient
administration.

One of the reasons why various excise duties which have been suggest-
ed are not capable of adoption is that the products to which they relate
are manufactured in so many small establishments up and down the
country that in order to impose an excise it would be necessary to introduce
a degree of coutrol which would almost be tantamount to taking over the
industry or making a monopoly of it—a state monopoly; and in fact that
is a device to which recourse has been had in various countries, and to
some extent in India when a commodity which is a desirable object of an
excise is manufactured in very scattered and diverse conditions. An
ideal subject for an excise is a commodity which is manufactured in a few
establishments so that supervision and the administration of the tax can
be concentrated and efficiently carried out. That is a criterion which I
suggest Sir Homi Mody might add to those which he has mentioned.

I dealt the other day with the point which has been raised and which
Sir Homi Mody, who knows better, sought to introduce, about protection
and the maintenance of a relation between the excise duty and the import
duty. I pointed out then that if an import duty was a purely revenue
duty, then there was absolutely no reason why a fixed margin equal to
that revenue duty should be maintained whenever an excise duty was
imposed; and as & matter of fact our own practice in this country shows
that that principle has always been understood. For instance, in the
case of motor spirit, the excise duty on wotor spirit is exactly the same as
the import duty. There is no attempt there—much to my friend,, Mr.
Buss’s regret apparently—there is no suggestion there that it is necessary
to maintain a margin between the duty on petrol produced abroad and the
duty on petrol produced in this country, because the answer would be that
there is absolutely no reason why any protection should be given to the
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motor spirit industry; and similar considerations apply in respect of certuin
other duties. It is true that in recent years many of the excise duties
which have been introduced related to commodities which were already
the subject of a protective duty; and in those cases it was obviously incuru-
bent upon the Government to maintain the margin of protection; but
another example where no such margin is maintained at present is the
case of salt, where the duty on salt produced in the country is exactly the
same as the import duty on salt manufactured abroad. Sir, I move.

Mr. President (The Honourable Sir Abdur Rahim): Motion moved :

‘““That the Bill to provide for the imposition and collection of an excise duty on
tyres be taken into consideration.’

Sir H. P. Mody: Sir, I would just like to say that if my Honourable
friend, the Finance Member, had based this measure upon the necessity
of finding money, then I should have said nothing at this stage . . .

The Honourable Sir Jeremy Raisman: I did.

Sir H. P. Mody: But when he goes on to justify it and adduces the
argument that the industry is sufficiently secure in its home market, then
I must join issue with him. The duty on tyres and tubes is only a revenue
duty and stands at the low level of 25 per cent.: there are in the revenue
tariff duties of a far heavier character, and I am sure my friend is not
serious when he suggests that & revenue duty of 25 per cent. affords that
measure of protection to which an infant industry is entitled: He cannot
gainsay the fact that the imports of tyres and tubes are on a considerable
scale, and to the extent to which this excise raises the costs of lncal
manufacture it is crippling an industry which has just established itself,
and from that point of view I submit once again that the excise is not
justified without an equivalent increase in the import duty on tyres and
tubes.

Babu Baijnath Bajoria (Marwari Association : Indian Commerce) : 8ir,
I would like to know from the Honourable the Finance Member what is
the proportion of tyres and tubes manufactured in this country and what is
the proportion which is imported from the outside . . . .

Sir H. P. Mody: Tyres, about half and half. Tubes—local manufac-
ture is 60 to 70 per cent. '

Babu Baijnath Bajoria: . . . . . and whether these tyres and tubes
are only wanufactured by the foreign concerns like Dunlops and Goodyears,
and whether there are other factories in which Indians predominate both
as regards capital and management  Another thing which strikes me is
about clause 8 (2) where it says:

‘“Where no such value has been fixed the value of a tyre shall be deemed to be the
wholesale cash price, less trade discount. for which a tyrc of the like kind and quality
is sold or is capable of being sold by a menufactory without auy abatement, etc., ete.”

I shall illustrate it. If the value of a tyre is Rs. 100 and 25 per
cent. trade discount is allowed, then the duty of 10 per cent will be levied
on Rs. 75; but then that Rs. 75 will also include the value of the duty.
As far as I know, in calculating any import duty the value of the duty is
deducted before any assessment is made. I think that practice should
also be followed in this case.
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Sir Syed Raza Ali (Cities of the United Provinces: Muhammadan
Urban) : I just wish to say a few words on this Bill. The
first thing I have to point out is this, that, according to -ny
information, there are four companies that have established their business
and built factories in India since 1935. I believe the first one was built
in 1935 to manufacture tyres and tubes. So that these companies have
not had more than, say, nearly five years at their disposal to establish
their business. My information further is that just at present they are
carrying on fairly satisfactorily and the treatment meted out to them is
the same as that which is accorded to imports by the Government of India.
Now, there is going to be this additional duty and that additional duty is
bound to hit them. The mere statement that this industry has established
itself sufficiently to compete with foreign imports is not sufficient. I amn
afraid the Honourable the Finance Member has not made out any case for
abstaining from imposing an import duty on foreign tyres and tubes.
Why should there not be any duty? What is the point?  Take the
revenue point . - . .

The Honourable Sir Muhammad Zafrullah Khan (Leader of the House):
There is a revenue duty of 25 per cent. already.

4 p.M,

Sir Syed Raza Ali: T mean a corresponding import duty of ten per cent.
My Honourable friend said that this excise was proposed for revenue pur-
poses.

The Honourable Sir Jeremy Raisman: Does the Houourable Member
realise that to do that is to decide at one stroke without any examination
whatsoever that this industry is entitled to 25 per cent. protection?

Sir Syed Raza Ali: I do not know what further examination is required,
—1I mean in the case of imports. I am dealing with imports, not with
protection accorded to this industry. Perhaps I have got confused this
afternoon, generally I am not. But my point is this. Why should there
be no countervailing import duty on foreign tyres and tubes?

The Honourable Sir Jeremy Raisman: T have been explaining that for
some time.

Dr. P. N. Banerjea (Calcutta Suburbs: Non-Muhammadan Urban):
Even for revenue purposes.

. ?
Sir Syed Raza Ali: Even for revenue purposes,—that is exactly what
I am saying. That corresponding additional duty will put a little more

Lnoney ?into the pockets of the Finance Member and why should he not
ave it

The Honourable Sir Jeremy Raisman: Because it has a protective
effect. I hope the Honourable Member realises that to increase the
import duty on a commodity when a large amount of it is being manufac-
tured in this country is to take a small amount for the exchequer and to
put a very large sum into private pockets.

Sir Syed Raza Ali: I am afraid I do not agree with you. That is not
80. I do not see why it should have that effect. That is one point.



THE TYRES (EXCISE DUTY) BILL. 1815

Secondly, I think thay the time has come when the Government should
look into the question of the treatment of Indian employees by these
companies. That question will have to be gone into carefully at one time
or another, and I believe the time has come when the Government of
India should start consideration. In some Dominions I know the practice
is, if a foreign company, even if it is registered in England, establishes
a factory, then they are very careful to see that the nationals of the
Dominion get a fair deal in the matter of employment, in the matter of
treatment, in the matter of promotion and other respects. I do not think
that anything of the sort is being done in India. In fact. it is more the
Commerce Member than the Finance Member who is concerned with
this, I dare say, but fhe question is a very important one. If I am right.
if my information is correct. I should say that the position today is a

most disastrous one. Suppose a foreign company comes here and builds a
factory . . . .

Sir H. P. Mody: I think you are playing into the enemy’s hands.
Sir Syed Raza Ali: I want to play into enemy’s hands.
Sir H. P. Mody: Do it on other occasions.

Sir Syed Raza Ali: I have a thorough distrust of these Bombay
millionaires. They care for their own £. s. d. and they do not care for the
consumer. I must plead the cause of the Indian people and not of the
millionaire. Suppose a foreign company, for instance, with Sir Homi
Mody as a director, establishes a factory with a million pounds. They can
rely on the good offices of men like him, but they are not bound at the
same time to give even five per cent. of the decently paid jobs to Indians.
That is a scandalous state of affairs. There is nothing to compel a foreign
company that has built a factory in India even to employ five per cent.
Indians. No doubt they will have to employ labourers. If they can
placate Indian businessmen at the top it is all smooth sailing for them
afterwards. That is a state of affairs to which we take strong objection.
Again, when such a company employs Indians, it should treat Indians
exactly in the same manner as they treat Europeans. The European and
Indian employees should be on the same footing, there should be no pre-
ferential treatment meted out to Europeans at the cost of Indians.

Mr. J. D. Boyle (Bombay: European): Is your definition of a foreign
company the same as that given by the Commerce Member yesterdsy?

Sir Syed Raza Ali: I am sorry I was not present here when the Com-
merce Member spoke. I may tell my Honourable friend what I mean.
For this purpose I do accept the definition given in section 116 of the
Government of India Act,—not that I am satisfied with it. I am not at
all satisfied with it, let me make it quite clear. But still having regard
to war conditions I am reluctantly prepared to accept that definition.
But, even so, this question hag to be looked into. It is the duty of the
Government to see that foreign companies are not allowed to build
factories in India. I have in mind purely foreign companies. When I say
foreign I mean foreign, I do not mean any company registered in England
or necessarily a company  from a country of the British Commonwealth
of Nations. But it is high time that this question was gone into very
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carefully by the Commerce Member. The Commerce Member is the
custodian of Indian rights. He knows the position, he knows the difficui-
ties which ou~ young men have to face. He knows that discrimination is
practised against these young men, even by those foreign companies who
bave been established in India and who have been allowed to build their
factories in India. It is most objectionable that these companies should
be allowed to make a distinction between Indian and European employees.
If they are going to do that, surely means should be found to remedy
that state of affairs.

The Honourable Sir Jeremy Raisman: I should first dispose of an
objection taken by my Honourable friend, Mr. Bajoria, on the definition of
wholesale value for purposes of levying tax. Tf he will read sub-clause (2)
of clause 8 of the Bill, he will find that the amount of the excise duty is
to be deducted when determining the wholesale cash price for purposes of
levying the duty. The wording is ‘‘the wholesale cash price, less trade
discount, for which a tyre of the like kind and quality is sold or is capable
of being sold by a manufactory without any abatement or deduction what-
ever except the amount of the excise duty payable on it at the time of
issue out of the manufactory.”” I hope that satisfies the Honourable

Member.

Babu Baijnath Bajoria: I stand corrected.

The Honourable Sir Jeremy Raisman: For the moment T was a little
alarmed because I thought he had actually discovered a technical deYect in
the Bill.

Well, Sir, as regards the arguments of Sir Homi Mody and Sir Raza Ali
regarding the position of this industry vis-a-vis  foreign competition I can
only repeat that I am perfectly satisfied that in present conditions there
is no necessity to increase the import duty on foreign tyres in order to
impose an excise or the indigenous industry.

Sir Syed Raza Ali: May I know what the Honourable Member means
by ‘present conditions’.

The Honourable Sir Jeremy Raisman: I mean in war conditions and so
on. I do not rule out the possibility that circumstances may arise in which
any industry may establish a claim for protection. This industry may at
a later stage be able to establish a claim for protection in which case the
duty on imports should be changed from a revenue to a protective duty and
from that time forward it would be necessary to maintain a margin
between the import duty and the excise but that is not the case at present
and it is a fundamental matter of principle—and one which is of the
greatest importance—that the Members of the House must realise that it
is fatal without any inquiry whatever and without any case being estab-
lished to take the line that because there exists an import revenue duty any
taxation which is levied on the same commodity produced in the country
must automatically be added to the tax on imports of that commodity.

I have already instanced the case of salt and the case of motor splrit

a8 commodities in which there is not a single pie of difference between the
excise duty and the import duty. There is no element of protection because
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they are after all revenue duties. Both the import duties in this case and
the excise duty are purely revenue duties and in the absence of any deter-
mination of the claim of the industry to protection and of the amount of
protection that should be given to it, I claim that I am absolutely free to
treat them as revenue duties and to fix them independently at the level
which T consider most suitable for revenue purposes. I claim that I am
at this moment completely unhampered by any considerations other than
revenue considerations but I may add that I have borne in mind the posi-
tion—I have carefully made my own judgment of the position—of the
industry. As a matter of fact, before this tax has been imposed, I have
been in correspondence with the principal producers of tyres in this
country. I have a great deal of information about their production and
the prices at which they sell their tyres and I am satisfied—and I cannot do
more than tell the House—that it is possible to impose this excise without
inflicting any undue hardship on the industry.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That the Bill to provide for the imposition and collection of an excise duty on
tyres be taken into consideration.”

The motion was adopted.

Clauses 2, 3, 4, 5, 6, 7 and 8 were added to the Bill.
Clause 1 was added to the Bill.

The Title and the Preamble were added to the Bill.

The Honourable 8ir Jeremy Raisman: Sir, I move:
‘“That the Bill be passed.”

There is only one point that I would like to mention to the House,
which has not arisen, as Mr. Kazmi did not move his motion and that is
I contemplate that if it is possible to do so administratively, which I hope
it will be, tyres for bullock carts will be exempted from this duty, because
I think that the bullock cart tyre is an innovation which should be
encouraged by every means in our power as it is capable of saving the
country lakhs and lakhs of rupees in the deterioration of roads and also
animals and for that reason I am prepared to make every effort to prevent
any increase in the price of bullock cart tyres.

Babu Baijnath Bajoria: The Honourable Member has not informed me
as to how many factories there are and how many are Indian?

The Honourable Sir Jeremy Raisman: I will tell him the pames of the
factories and he can judge for himself. The factories are:' The Dunlop
Rubber Co., India, Ltd., The Good Year Tyre Rubber Co., India, Ltd., the
Firestone Rubber Co. Ltd., and the Indian Tyre and Rubber Co., India,
Ltd. I do not know the detailed constitution of these firms but precisely
for the reason that I hold myself free and unconcerned with any protective
cousiderations, for the same reason, I was net directly concerned with
matters such as Sir Raza Ali raised and which certainly would be matters
which would come under consideration if and when the question of protec-
tion for the industry is under examination.

. Sir . E. James (Madras: European): May I put the Honourable
Member one question? Will the excise duty be refunded in the case of
tyres and tubes which are exported from India to other countries?
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The Honourable Sir Jeremy Raisman: Yes. Every excise duty is
refunded if the articles are exported out of the country.

Mr. President (The Honourable Sir Abdur Rahim): The question is:
“That the Bill be passed.”
The motion was adopted.

THE EXCESS PROFITS TAX (AMENDMENT) BILL.

The Honourable Sir Jeremy Raisman (Finance Member): Sir, I move:

“That the Bill further to amend the Excess Profits Tax Act, 1940, be taken into
considerstion.”

This Bill, Sir, has unfortunately a somewhat formidable appearance,
but I believe that it will be found by those who have studied it, I believe
it has been found, that it is really quite a simple measure and that its
operation is beneficial to the taxpayer. When the rate of excess profits
duty is changed for a subsequent chargeable accounting period as compared
with previous chargeable accounting periods, it is obviously necessary to
cater for cases where the chargeable accounting period falls partly during a
fiscal year in which the rate was at one level and partly during a fiscal year
in which the rate was at another level. That is one type of thing you have
to cater for and the Bill in as simple language as this type of legislation
permits endeavours to lay down the proportions in which that should be
done. The second thing is that as the House is aware deficiencies of profits
occurring in certain periods, that is, profits less than the standard profits,
have to be offset against excess profits occurring in other periods, and in
certain cases refunds of tax have to be made. Well, the effect of this Bill
is to enable the taxpayer to get the most advantageous offset of any losses
that accrue, and even in cases where he has already received a refund, the
Bill enables the matter to be reopened, so that he can exercise his choice
and have a settlement .made against the tax levied at higher rates. There
is one other very minor amendment, which has been included to correct
an inadvertent omission. Sir, I move:

My, President (The Honourable Sir Abdur Rahim): Motion moved:

“That the Bill further to amend the Excess Profits Tax Act, 1940. be taken into
eonsideration.”’

The Chair understands the Honourable Member (Dr. Banerjea) does not
wish to move his amendment?

Dr. P. N. Banerjea (Calcutta Suburbs::-Non-Muhammadan Urban)-
8ir, 1 will just say a few words on the motion for consideration. I gave
notice of an amendment, because I received two telegrams from the com-
mercial community of Calcutta, and I will place these two telegrams
before the House and before the Honourable the Finance Member in order
that he may be able to remove their misapprehension. The first oné is
from the Bengal National Chamber of Commerce ; it runs thus: :

“Reference Press Report Excess Profite Tax Amendment Bill, Committee Bengal
Natioqal Chamber strongly protest agqil:gst proposed gancella.tion of deficiency of profits
occurring before March end being iniquitous particularly in view of too rigorous
provisions of the Act calling for relaxation in favour of ‘assessees, While Committee
reserve further comments pending study of detailed provisions of Bill, they urge

:x‘e;e:.s'i'ty of its circulation for enabling commercis] community express opimlon on
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Then, the second telegram is fromn the Indian Chamber of Commerce.
It reads thus:

“Reference Excess Profits ''ax Amendment Bill, newspapers report that deficiency
of profits occurring before March end will be cancelled, Such step will be very
iniquitous specially having regard to fact that excess profits tax is already too onerous.
There is rather need for improvement in favour of assessees particularly for
excess profits tax not being realisable in respect of  diminishing depreciation owing
written down value calculation. Other provisions of amending Bill not reported in
Press and hence Committee Indian Chainber unable express opinion on such provisions
if any. Committee emphatically submit that sufficient time should be given for
public to express considered opinion before placing Bill for consideration by Select
Committee or Assembly.”

Sir F. E. James (Madras: European): Sir, I do not propose to discuss
the merits of the Bill, but I do wish to enter one slight element of dis-
agreement with the description of the Bill on the part of the Honourable
the Finance Member; he said that it was a beneficial Bill. Well, no taxa-
tion Bill has ever been beneficial, and this Bill would not have been neces-
sary had not the rate of the excess profits tax been increased to sixty-six
aud two-thirds per cent.; in other words, it is true that, when the dentist
has taken out fifty per eent. of your teeth, and before he feels he is obliged
to take out a third of the remaining half, he will obviously give the patient
an.anzsthetic, but the patient can completely pass out during the process—
that is really the meaning of this Bill, and I think the Honourable Mem.
ber should in future take pains to describe these measures in more
accurate terms. I remember, again—I do not know whether he is the
present Finance Member or one of his predecessors—a Finance Member,
in introducing a taxation Bill, went on to say that it hit him more than it
hit those who were going to pay that tax. Well, we disbelieved that state-
ment, and we are also not inclined to believe the statement just made
about the present Bill being a beneficial one.

Babu Baijnath Bajoria (Marwari Association: Indian Commerce): Sir,
so far as this Bill is concerned, after the House has passed the excess
profits tax Bill raising that tax to sixty-six and two-thirds per cent., this
is a consequential amending Bill and I have very little to say in connec-
tion with this Bill. Sir, I would, however, like to draw the attention of
the Honourable the Finance Member to the fact as to how this Excess
Profits Tax Act is being applied or is being enforced on people by the
E. P. T. Officer. 8ir, I have received complaints from several persons that
this Act is being very harshly applied, and as a matter of fact the = com-
plaint has come to me that a high inspecting officer from headquarters
went to Calcutta and also to Bombay and he unduly influenced the assess-
ment of cases when they were pending before the E. P. T. Officer. He
even went so far as to have the books of those assessees retained in his
office or of the income-tux officer there and he would not return the books.
. Sir, as a matter of fact he took over the assessment from the hands of the
income-tax officer and he did what he could to squeeze out from the
different parties concerned. Sir, I think this is not the intention of this
Legislature nor of the Honourable the Finance Member that the income-
tax officer or the excess profits tax officer—in moss cases they are one and
the same person—should be interfered with by higher officers when the
case is pending before these income-tax officers. When, of course, the case
is decided by them, then it can be reviewed by the inspecting Assistant
Commissioner or it can be appealed against by the assessee if he is dis-
satisfied. Sir, in a case in Bombay I understand that the bank account of
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an assessee has been attached—and it is a very big firm—and he has been
asked to pay, I understand, some twenty lakhs or thirty lakhs of rupees or
more,—and this is 1y information, Sir,that his bank account has also b&en
attached.

Sir Cowasji Jehangir (Bombay City : Non-Muhammadan Urban): Is the
Honourable Member talking of income-tax, or of excess profits tax?

Babu Baijnath Bajoria: Income-tax, super-tax or excess profits tax—
all three.

Sir Cowasji Jehangir: So your remarks apply to all three?

Babu Baijnath Bajoria: Yes, to the administrative machinery of all
these three Departments, the administration is the same in all three cases.
Sir, as I also said in my previous speech, this Excess Profits Tax Act is
neither understood thoroughly by the assessees nor by the lawyers nor
by the Excess Profits Tax Officers themselves! It is a new Act; there
might be omissions, there might be mistakes by the assessee, there might
be mistakes by the Excess Profits Tax Officer. 1f there is any mistake,
they should not take advantage of any omissions which may have been
inadvertently or unknowingly made by the assessees. Sir, this is a poing
which I would like the Honourable the Finance Member and Mr. Sheehy
who is in charge of this Department to take note of. Another thing that
I wish to say is that it is a matter of common knowledge that throughout
the country coercion is used to subscribe to war funds . . . . .

Mr. President (The Honourable Sir Abdur Rahim): This has nothing
to do with the motion before the House.

Babu Baijnath Bajoria: I am making a suggestion about the excess
profits tax.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member should not do that now.

Babu Baijnath Bajoria: Sir, I am one of those who want that we
should give all possible help in man, money and material for the successful
prosecution of the war, but so far as coercion is concerned, I would be the
last person to agree to it. What I would like is that war gifts or donations
and subscriptions to war funds should be allowed as an expense in comput-
ing the excess profits tax or the income-tax or the super-tax as the case
may be. This will not only help the assessees but it will also help the
Government inasmuch as it will induce more people to give war donations
and war subscriptions.

The Honourable Sir Jeremy Raisman: The Fiance Department will
heed every subscription list!

Babu Baijnath Bajoria: I was requested to make this suggestion and
1 have done so. I think it is a very reasonable suggegtion and must be
accepted. Those clubs, companies and associations who were not allowed
by their rules to make donations were allowed to regularise their donations
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when a special Act was passed by this House last November. So, I say
that so far as war gifts are concerned, whether they are in kind or in cash,
they should be allowed as an expense in computing the income-tax or the
super-tax or the excess profits tax as the case may be. With these words,
I commend this Bill for the favourable consideration of the House.

Dr. Sir Ziauddin Ahmad (United Provinces Southern Divisions: Muham
madan Rural): Sir, I join my friend, Dr. Banerjea, in complaining that
the Government did not give us sufficient time to consult’ our constituen-
cies. I had a general complain on the occasion of the general discussion
of the Finance Bill that the Government never reveal their cards till the
last moment. They know that we have. . . .

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member had a reply this morning, the Chair thinks. What is the use of
going into it again? The Honourable Member must confine himself to the
motion before the House.

Dr. Sir Ziauddin Ahmad: I will confine myself to the Bill before the
House. We had no time to consider the pros and cons of the Bill before
us and the Honourable the Finance Member has not given any report of
the Income-tax officers as to how the Excess Profits Tax Aect is working
which has necessitated this change within a year. I may tell the Hou-
ourable the Finance Member that the reason for not getting proper infor-.
mation is that the staff is very much handicapped by over work. I will
draw his attention to page 23 of the Explanatory Memorandum where he
will find that the total cost of the staff in the year 1936-37 when we collec!-
ed only 15.84 crores was 89 lakhs and now when the collection has gone
up to 85.62 crores, the cost of collection has gone down to 84 lakhs. This
really shows that you are either employing less staff or you are employing
a staff on lower salaries to do this higher work. I know it definitely and
this is the time to mention it that the Income-tax staff is so hard pressed
that they have to work from morning till evening and they have got no
time to themselves. If you have such an overworked staff, it is impossible
for them to do their work efficiently. We had a case of evasion of income-
tax raised on the floor of the House and my friend, Mr. Bajoria, left the
story only half told. But I think it is very desirable that your staff ought
to be increased, if not in proportion to the income, it should at least be in-
commensurate with the increase in the income. If you have a staff suffi-
cient to cope with this situation, then the cases of evasion will be mini-
mised. I think it is very desirable that we should give some kind of leisure
to the Income-tax Department staff. Having regard to the amount of
work that they are doing, I think the staff should be increased by at least
20 per cent., including the Income-tax officers and their Inspectors apd the
clerical establishment. Unless you increase your staff, it is impossible to
detect accurately the cases of evasion which are not few in number but
are fairly large. You cannot really get the true picture of your Department
unless you increase the staff. )

My friend, Mr. Bajoria, said that he was ready to help Government in
men, money and material as long as the money did not go out of his

pockets.

Babu Baijnath Bajoria: I did not say that.
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Dr. Sir Ziauddin Ahmad: That is my interpretation. In this particular
case you should be ready to give money and material not only of your neigh-
bour but also from your own pocket.

. Thex_1, there is another point which T wanted to emphasise in connection
with this Bill. In addition to the Income-tax Bill which we passed, there
is an official document called the ‘‘Instructions to the Income-tax officers’’.
I do not see any reason why there should be any confidential decument.
If there are any instructions to be given, they ought to be public property
and a copy of it should be laid on the table of the House ard we should
know what those instructions are. Tt is rather unfair to the assessee to
have one law which may be passed by this House and there should be
another set of rules called the ‘Confidential documents’ handed over to the
Income-tax officers. T think it is but fair that the assessee should know
fairly well and very clearly what he has to pay and the assessor, that is,
the Income-tax officer. ought to know very well how much he is to charge
and what action he is to take. Both from the original Bill and from this
Bill T find it exceedingly hard for either the assessor or the assessee to
know exactly what the existing rules are. So, T lay stress on this occasion
on the fact that the Finance Member should seriously consider the situa-
tion and every effort should be made to see that all his rules about the
Income-tax Department are framed in a very clear language. There should
be no instructions behind the curtain. Everything should be public and
everything should be open to the assessee. At present these confidential
documents make the people exceedinglv suspicious. They say that the
intention of the Government is to get moneyv on some excuse or other. This
impression ought to be removed. There should be a clear understanding
that the Government want a fair dealing. T krow that thev practise lair
dealing but, unfortunately, the way in which the thing is being done
creates a wrong impression upon the mirds of the people. So, T suggest
that this impression should be removed. T know that assessees also are not
honest persons.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable
Member has not yet spoken a word abont the Bill. '

Dr. Sir Ziauddin Ahmad: This is the Excess Profits Bill and, therefore,
it is relevant to refer to the manner of assessing. It is -very desirable that
we should also have our staff sufficient in number who may be able to
catch such assessees who are not willing to reveal their books in a straight-
forward manner. Therefore I very much emphasize that the whole busi-
ness ought to be straightforward and everybodv should know where he
stands and they should know what the penalties for evasion are. and the
staff we employ should have sufficient leisure and sufficient time to do the
work efficiently.

Mr. J. F. Sheehy (Government of India: Nominated Official): Sir, T
should like to deal with one ar two points which were raised by some Hon-
ourable Members. The first was the point raised by my Horourable friend,
Dr. Banerjes, that the Chambers who sent him the telegram were worried
about the previous set-off of a deficiency being cancelled. T can give them
the assurance that there is no catch in that at all. The only reason why
we are going to cancel the previous set-off is in order to give the assessze
the option of setting off the deficiency against the profits earned in a period
when the tax rate is higher. I hope that will satisfy him.
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Now, Sir, my Honourable friend, Babu Baijnath Bajoria, raised s poiut
about the inspecting officer who went round and interfered with the 1. T. O.
or E. P. T. O. when he was making the assessment. That officer goes
round on behalf of the Board in order to improve the working of our sub-
ordinate officers and it is only right that he should interfere or that Le
should be there to help the officers when they are actually making the
assessment and not criticise thém after they have made the assessment. It
is in pursuance of our policy of improving the administration that he is going
round and helping officers and criticising them while making the assessment.

Babu Baijnath Bajoria: s there any provision in the Act for this "hat
the 1.T.O. should be helped by any superior officer?

Mr, J. F. Sheehy: Just as the Inspecting Assistant Commissioner can
advise the Income Tax Officer.

Dr. P. N. Banerjea: But when there is an appeal, he should not do ‘t.

Mr. J. F. Sheehy: The Appellate Assistant Commissioner is entirely
independent. When an assessment is made on the advice of the Inspecting
Assistant Commissioner you can go to the Appellate Assistant Commis-
sioner who is entirely independent and from there you can go to the Tri-
bunal and from the Tribunal vou can go to the High Court. The adminis-
trative side of the Department is on the other hard engaged in trying to
tighten up the machinerv and making it more efficient.

Dr. P. N. Banerjea: There should be no interference on the judicial
side.

Mr. J. F. Sheehy: There is no interference at all on tlie judicial side.

Babu Baijnath Bajoria: T was not saying about the judicial side. As
far as I know if the Income-tax officer finds any difficulty in making an
assessment, then he goes to the Inspectirg Assistant Commissioner to have
any points clarified by him. But it is not for the Inspecting Assistant
Commissioner, of his own accord or of any superior officer from the Board
of Central Revenue to go and sit by the side of the Income-tax officer and
help him, or rather prejudice him in the assessment.

Mr. J. F. Sheehy: If there is an officer who is mot very clever or who
is not very efficient, he is not likelv to know the defects until somehody
points them out to him. However, that is the way we are administering
"the Department and we are trying thus to make it more efficient.

As regards the particula- case that myv Honourable friend, Babu Baii-
nath Bajoria, referred to, I had a full report of that particular case and T
was satisfied that the Commissioner of Tncome-tax had justification for
doing what he did. T will not sav any thing more about that. Mv Houv-
ourable friend, Babu Baijnath Bajorin. also said that the E.P.T. Aet was
a very difficult Act and that we ought to, give some guidance to the
assessees. We have issued instructions to our officers. Anv assessee can
g0 to the E.P.T.0. and if the E.P.T.O. is not able to give him the advice



1824 LEGISLATIVE ASSEMBLY 228D March, 1941

[Mr. J. F. Sheehy.]

he seeks, he has instructions to send the case to the Central Board of Reve-
nue where Mr. Ayers will advise on it. While I am on that point, I may
touch on the point that my Honourable friend, Dr. Sir Ziauddin Ahmad,
raised about publishing some notes and instructions for assessees’ guidance
as to how this Act is to be worked. In the first place, I may point out
that there must be at least a dozen books published on this Aect since it
was enacted—at least I get one every fortnight or so—so that if he buys
one of these books he will presumably get there all the guidance he needs.
Apart from that, we have now decided to publish a little book of notes and
instructions for the guidance of assessees and I hope it will be on sale in
about six weeks time.

Dr. P. N. Banerjea: What about confidential circulars?

Mr. J. F. Sheehy: These are administrative and concern purely depart-
mental matters. They do not concern the public at all. They are instruc-
tions to our officers.

Babu Baijnath Bajoria: Will Mr. Ayer’s advice be assessing with
penalty?

Mr. J. F. Sheehy: I carnot tell you what his advice will be. My Hon-
ourable friend, Bahu Baijnath Bajoria, also referred to war gifts. The same
question was raised in the House of Commons not so long ago and I re-
member seeing an answer given to the effect that the Government were not
concerned with the way in which income is spent, after it has been earned.
On principle they will never allow war gifts as an expense of a business.
In England, for example, where there is 100 per cent. excess profits tax,
obviously the whole of the gift would be at the expense of the revenue.

My Honourable friend, Dr. Sir Ziauddin Ahmad, also referred to in-
crease of staff. I have got the figures here of the various increase that
we have made in all the provinces and I can show them to him at any
time. The statement is too long to be read out. We have, generally speak-
iing, given the Commissioners all the staff they wanted to administer this
Act. We have given in all I think about 15 Additional Income-tax Officers
posts for somewhat less than 3,000 assessees, that is one income-tax officer
for about 200 assessees.

Sir Cowasji Jehangir: When he says that the total cost in 1937-38 is
lower than today, it cannot be correct.

Mr. J. F. Sheehy: Higher. In those days you had a large extra stafl
for smaller incomes of Rs. 1,000 to Rs. 2,000.

Dr. Sir Ziauddin Ahmad: I wish to draw the attention to the explana-
tory memorandum. Dufing the last six years the cost of collection has
diminished by five lakhs, actually the amount collected has increased by
2} times. This shows that the staff has increased.

Mr. J. F. Sheehy: It is quite clear that there need not be any fixed re-
lation between the cost of collection and the amount collected, because
the same staff is required to collect income-tax in a slump period as vou
employ to collect income-tax in a boom period. T do not think T have got
anything more to say on the points with which T am concerned.
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Mr. President (The Honourable Sir Abdur Rahim): The Question 1s:
v n:igg::tiotll:.%‘ Bill further to amend the Excess Profits Tax, 1940, be taken inte
The motion was adopted.
. Clauses 2, 8, 4, 5 and 6 were added to the Bill.
Clause 1 was added to the Bill.
The Title and the Preamble were added to the Bill.

The Honourable Sir Jeremy Raisman: Sir, 1 move:

“That the Bill bo passed.”

I will only touch on Sir Frederick James’ remark and say that I still
maintain that since the Excess Profits ‘Tax has been fixed by the Finance
Bill at sixty-six and two-thirds per cent., the effect of the relevant clause
in this Bill is to enable that inlention to be carried out in a manner which
is helpful to the taxpayer. With regard to Sir Ziauddin Ahmad I have not
been able to find which column on page 28 he was quoting fromn.

Dr. Sir Ziauddin Ahmad: 1 was quoting columns 4 and 5 on page 23 of
the Explanatory Memorandum.

The Honourable Sir Jeremy Raisman: It is the percentage that has
gone down. I think my Honourable friend was stating the actual amount.
It is less than it used to be in the years 1985-36 and 1936-837. That is
because the tax on incomes between one thousand and two thousand was
a bad tax in the sense that a very large proportion of the yield had to be
spent on administration. It did not satisfy one of the criteria of a good
tax. I hope this may never have to be quoted against me but it is a fact
which I cannot deny, and, therefore, the exclusion of that class from the
tax had the effect of improving the percentage of the cost of collection of

the whole tax. , ‘

I will only add that the two cases that my Honourable friend, Mr.
Bajoria, referred to were cases which have come to my personal notice and
I do not consider that they are cases which reflect upon the administration
of the department either in regard to income-tax or the excess profits tax.

Mr. President (The Honourable Sir Abdur Rahim): The question is:

““That the Bill be passed.”
The motion was adopted.

THE PROTECTIVE DUTIES CONTINUATION BILL.

. The Honourable Diwan Bahadur Sir A. Ramaswami Mudaliar (Member

for Commerce and Labour): Sir, I move:
“That the Bill to extend the date up to which certain duties characterized as
g:otective in the First Schedule to the ?ndian Tariffi Act, 1934, shall have effect,

taken inte consideration.”

This Bill relates to four items,—to iron and steel manufactures, to
gilver thread and wire (including so-called gold thread and wire mainly made
of silver) and to sugar. The duties on all the§e items expire at the end
of this month. Tt is proposed by this Bill to extend the period of protec-
tion for another year, that is, till the end of March, 1942. Taking the case
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of silver thread and wire, it is obvious that it is impossible to calculate
in the present circumstances on the articles imported or imported at artifi-
cial prices the actual level of duty that may be required for the purpose.
The same is the case virtually with reference to sugar, though there are
other considerations also which have entered into a decision on this ques-
tion. Some of them 1 adverted to when 1 spoke the other day in reply co
the debate on the Finance Bill. As regards iron and steel manufaoctures,
to & certain extent the same consideration applies, that it is impossible
at the present time to measure the level of protection. But to be fair to
the House and to the general publie, I should like to add that the question
whether any protection is necessary at all for this industry is also engaging
the consideration of Government. It is possible that this industry,
after all the years of protection that it has enjoyed, after all the
sacrifice that the consumer has made, may find itself in a position to
stand on its own legs; and it is this consideration that has made me or
made Government confine the period of protection at present to one year.
1t may be some consolation to the consumer, and 1 venture to make bold
to say this in any case that the long period of protection for this industry
may either come to an end soon or that the quantum of protection required,
if at all, will be very materially reduced. In either case the present is not
the time when we can come to any settled conclusion. It is not possilfle,
if the policy of protection has to be abandoned, to here and now definitely
fix what level of revenue duties in that case would be requirsd for this
article. As the House will easily realise, if protective duties are to be
removed, it does not mean that the import of this commodity will be free
of all duties. A level of revenue duties will then have ta take the placc
of the present system of protective duties, and when Honourable Members
go through the customs tariff and find out the large numbers of commo-
dities which are subject to revenue and protective duties, and so on,
Honourable Members will realise that even the question of fixing a proper
level of revenue duties requires careful consideration; and that is the reason
why at the present time we propose merely to extend the period of protec-
tion by another year.

Sir, I move.

Mr. President (The Honourable Sir Abdur Rahim): Motion moved:

“That the Bill to extend the date up to which certain duties characterized as
protective in the First Schedule to the Indian Tariff Act, 1934 . shall have efect,
be taken into consideration.’’

The Assembly then adjourned till Eleven of the Clock on Monday, the
24th March, 1941.
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