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LEGISLATIVE ASSEMBLY
Tuesday, 1st April, 1947

The Assembly met in the Assembly bhamber of the Council House at Bleven
cihst«h Clook, Mr. President (The Honourable Mr. G. V. Mavalankar) in the
Chair.

STARRED QUESTTONS AND ANSWERS
(a) ORAL ANSWERS
PERMANBNT ALLOTMENT OF BUNGALOWS TO CERTATN MEMBERS OF LEGISLATIVE
ASSEMBLY

1812. *Mr. Ahmed E. H. Jafter: (a) Will the Secretary of the Works, Mines
and Power Department be pleased to state whether it is a fact that a few mem-
bers of this House have been allowed to retain bungalows permanently for the
period of their membership of the present Assembly?

(b) If so, will Government please place on the table of the House a statement
showing the names of such members giving the description of the bungalows
reserved for them?

(c) TIs it a fact that they will be charged off-sessional rent for the period when
there is no session; if so, what are the reasons for doing so, when these houses are
occupied by such members during their frequent visit to Delhi to attend meetmgs
of Select Committees and Central Standing Committees?

(d) Do Government propose to consider the advisability of charging a flat rate
of sessional rent for houses permanently retained by these members?

Mr, B. K, Gokhale: (u) Yes Sir.

(b) A statement is placed on the table giving the information asked for.

(¢) and (d). The question of charging concessional rent from members,
irrespective of whether their stay is connected with Government business or not,
is under the active consideration of the Government of India.

Statement showing the name of the members of the Legislative Assembly and
the description of the bungalows allotted to the permanently

;:al Name of Member Quarter allotted

1 | 8ri M. Ananthasayanam Ayyanger . | 25 OQanning Lane
2 | Mr. Manu Subedor . . . - | 81 Canning Lane
3 | Mr. Mohd. Killedar . . . | 6 Feroseshah Road
4 | Sri Mohan Lal Baksena . . . | 27 Feroseshah Road
5 | Sri Satyanarain Sinha . . . | 88 ¥Yeroseshah Road
6 | Pb, Balkrishna Sharma . . | 18.B Ferozeshah Road
7 | Mr. A. E. H. Jaffer . . | 4 Windser Place
8 | Mr. Mohd. Rahmatullah . . . . |11 Windsor Place

9 | Bri 8. T. Adityen . . . . . | 26 Queenaway

10.| Capt, Byed Abdi Hussain > . .| 87 Queeneway

11 | Mrs. Ammu S8waminadhan . | 3 Windsor Place

12 | Bardar Surjit 8ingh Majithia . . { 11 Eleestic Lane

(2773 )
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Mr. Yusuf Abdoola Haroon: With reference to part (a) may I know whether
those Members who failed to,apply last session can apply noew for permanent
residence ?
Mr. B. K. Gokhale: The position is that we have reserved 18 quarters for

permanent occupation. \We have received only 12 applications so fur und 12
allotments have been made. There are still six vacancies and if anybody

likes to apply, he may do so.

Pandit Sri Krishna Dutt Paliwal: May I inform the Honourable Member
that 1 applied for a permanent residence and did not get it?

Mr. President: 1 do not think questions on individual cases can be asked.
The Honourable Member can ask if more than 12 applications were received.

Mr. B. K. Gokhale: Sir, my ivformation is that only 12 applications were
reccived ; but if my Honourable friend will give me the date of his application, I
will make inquiries. "

Mr. Ahmed E. H. Jaffer: As six bungalows are still vacant and it seems there
is not much demand for them from Honourable Members, can a Member have
two bungalows?

(No reply was given).

Khan Abdul Ghani Khan: Will those Members who occupied quarters
permanently last session have to apply again?

Mr. B. K. Gokhale: Yes. Sir; I believe the allotment is for each session
separately ; and if they want it permanently now, thev will have to apply again.

Khan Abdul Ghani Khan: [ want to know whether those who occupied
bungalows permanently last year will have to apply again? :

Mr. Preaident: 1 believe there is a report of a conference of Members’
representatives which met in the President’s chamber and the conference decided
upon certain things and allotments will go aceording to“those decisions.

Mr. Ahmed E. H. Jaffer: What is meant by ‘‘permanent oceupation’'?

Mr, President: Order, order. It has been settled now and Honourable
Members can refer to the proceedings of their own conference.

Mr. Sasanka Sekhar S8anyal: With regard to rent may I know what advice or
recommendation the Standing House Committee has given to Government?

Mr. B. K. Gokhale: I believe the advice i« that the rent should be the same
whether for the session or for the non-session period. That matter, as T said.
is under active consideration. The matter has been taken up but a decision has
not yet been reached. -

Shri Mohan Lal Saksena: Is it not a fact that mcre than five months have
elapsed since that recommendation was made ?

Mr. B. K. Gokhale: I am not quite sure but some time has certainly elapsed.
But these things are not within mv control. The decisions have to be taken by
Government and not individually.

Dr. Zia Uddin Ahmad: In view of the fact that the House Committec has.
made definite recommendations on all the points now raised in connection with
house allotment, may I ask that these recommendations may be accepted?

Mr. B. K. Qokhale: As far as possible, we have accepted the House Coni-
mittee's recommendation. But the question of rent., as I said. is still under
consideration, and I cannot anticipate the decision of Government on this ques-
tion. '
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NATIONALISATION OF THE INSURANCE INDUSTRY

1313. *Mr. Ahmed E. H. Jafler: (a) Will the Honourable the Commerce
Member please state if Government propose to nationalise the Insurance Industry
of the country?

(b)* Will Government place on the table of the House a statement showing the
profits of all Indian Tnsurance Companies including Life and Fire Insurance
Companies during the last five years? :

(¢) Before introducing legislation for the nationalisation of Insurance Industry,

“do Government propose to consult public opinion in the country?

The Honourable Mr. I. I. Chundrigar: (a) The question of nationalising the:
Insurance Industry has not yet been fully examined by Government.

(b) A statement is placed on the table of the House.{

(¢) Yes.

Mr. N. M. Joshi: Mayv I know when Government will fully examine this
question ? ' -

The Honourable Mr. I. I. Chundrigar: The question was examined by one
committee appointed by Government informally and some difficulties have been
pointed out. T am afraid it will take some considerable time before the quest)‘on
can be fully examined.

Mr. Sasanka Sekhar Sanyal: What are the countries in the East which bave
taken up this nationalisation?

The Honourable Mr. I. I, Chundrigar: I cannot answer this question without
notice.

Mr. N. M. Joshi: Will that committee's report be published? If so, when?

The Honourable Mr. I. I. Chundrigar: [ said the committee has only infor-
mally examined the question; the question was not specifically referrea to them.
Before the matter can be considered, a committee will have to be appointed to
go thoroughly into it.

Sri M. Ananthasayanam Ayyangar: Will the committee go into the question
of nationalising life as well as other forms of insurance or only life insurance?

'The Honourable Mr. I. I. Ohundrigar: That question will be considered when
the committee is appointed. .

Mr. Yusuf Abdoola Haroon: Ts the Honourable Member aware that~ this
proposal is under the consideration of the United Kingdom Government also?

The Honourable Mr. I. I. Chundrigar: Our consideration of the proposal will
be on independent lines.

Shri Mohan Lal Saksena: ['ntil Government reach a decision on this matter
will they consider the question of extending the facilities of postal life insurance
to the employees of local bodies also?

The Honourable Mr. I. I. Chundrigar: That is an independent sugzgestion
which will be examined.

SELECTION OF MUSLIMS FOR THE INDIAN FOREIGN SERVICE
1814. *Mr. Ahmed E. H. Jafler: Will the Honourable Member for External
Affairs be pleased to state:

(a) the number of officers appointed, or selected for appointment to the Indian
Foreign Service, and how many of them are Muslims; and -

. (b) whether the normal rules for observing communal proportion in the Services
have been or will be applied in the case of the Indian Foreign Service also?

o —

+Not printed in these Debates. Copy placed in the Library of the House.—-td o D
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The Homourable Pandit Jawaharial Nehru: (a) Fifteen Emergency Commis-
sioned Officers have been selecfed for the Indian Foreign Service, of whom 4 are
Mouslims.

(b) Yes, the normal rules 1 regard to communal proportion ere borne in mind,
consistent with the maintenance of requisite standards.

APPOINTMENT OF A HicH COMMISSIONER IN EAST Amuo.;\/

1315. *Seth Govind Das: Will the Honourable Member for Commonwealth
Relations please state:

(8) whether Government are aware of the Reuter’s message of the 17th Sep-
tember last, relating to the resolution of the East African Indian National Congress
requesting the Government of India to appoint a High Commissioner in East
Africa; and

(b) the action that Government have so far taken in this connection?

The Honourable Pandit Jawaharlal Nehru: (a) Yes, Sir.

(b) The Government of India have addressed His Majesty’s Government
asking for their concurrence in the appointment of a Representative of the Gov-
ernment of India in East Africa.

Seth Govind Das: In view of the fact that a proposal of inter-territorial
organisation of the three countries of East Africa—Tanganyika, Uganda and
Kenya—is under consideration, will Government see that a High Commissioner is
appointed at an early date so that he mayv he able to safeguard the interests of
Indians there?

The Honourable Pandit Jawaharlal Nehru: I have said that we have not
only seen but acted. We have asked for the appointment, we propose to appoint
one and we have informed the Colonial Office; we are waiting for their answer.

LBGAL DISCRIMINATION AGAINST INDIANS IN WESTERN AUSTRALIA

1316. *8eth Govind Das: Will the Honourable Member for Commonwealth
TRelations please state:

(a) whether Government are aware that in Western Australia there are legal
discriminations against British Indians with respect to Crown land, mining, certain
occupations and employment;

(b) whether the Government of India are carrying on negotiations with the
Government of Western Australia for removing these digabilities and for reising
I{ndians to the same level as the citizens of other western countries; and

Te) the result of these negotiations?
The Honourable Pandit Jawaharial Nehru: (a) Yes.
(b) and (c). No fresh negotiations have beer initiated vet.

ExX0OLUSION OF QUALIFIED INDIAN RESIDENTS FROM RESPONSIBLE POSITIONS
1N PuBLic SERVICES 1N F1J1 ISLANDS

1817. *Seth Govind Das: Will the Honourable Member for Commonwealth
Relations please state:

(a) whether Government are aware of the tendency to exclude able and well
qualified Indian residents from responsible positions in public services in the Fiji
Tslands purely on account of their race and colour;

(b) whether Government are aware of any scheme that was approved by the
Secretary of State for the Colonies under which members of the public services
belonging to the different races in the said colony would be entitled to equality in
status and pay for similar work; and

(c) whether the said scheme has been implemented and the discriminatory
treatment meted out to Indian public servants in the Fiji Islands has been stopped
and whether they are now given responsible positions in public services according
to their qualifications?
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The Honourable Pandit Jawabarial Nehru: (a) Yes.

(b) Yes. . ) )

(c) Official information has been receivel that the scheme is being imple-
mented, but details about its actual working are not available and are being
called for.

Seth Govind Das: Some time ago it was stated that a delegation is to be
sent to Fiji. Have Government received sny communication from His
Majesty's Government in this respect as yet?

The Honourable Pandit Jawsharlal Mehru: What was said then was not
expressly in regard to Fiji, but it was proposed to send a delegation to some 9(
these outlying colonial territories. On this subject we have addressed His
Majesty's Government and, so far as I am aware, no answer has yet come.

Mr. Ahmed E. H. Jafler: Is it not a fact that His Majesty's Government
was addressed four months ago? [n view of the fact that no reply has yet been
received why should not the Honourable Member move the High Commissioner
in England or some other asuthority to expedite the matter?

The Honourable Pandit Jawaharlal Nehru: We have moved in the matter.

Prof. N. G. Ranga: Have Government received any memorandum or
representation from the leader of Indians in Fiji who recently visited this

* country ?

The Honourable Pandit Jawaharlal Nehru: Various representative Indians
from Fiji, Mauritius and other places have been to India, and whenever they have
come they have given us memorauda and information and discussed the situation
with us.

Prof. N. G. Ranga: What channel is there for Governinent to find out how
far there is any truth in these memoranda. and what action can possibly be
taken either directly or through the British Government?

The Homourable Pandit Jawabarlal Nehru: The only proper channel would
be to have a representative there or to send a commission there; otherwise all
I can do is to send any complaints that we receive to the Colonial authorities
and ask for their reply in regard to them. '

Seth Govind Das: Are the Government couternplating to send any represen-
tative to Fiji also? ‘

The Honourable Pandit Jawaharlal Nehru: No, Sir. It is very difficult for
us to send representatives to every place where Indians happen to live. What
we were thinking of was to ask the representative in Australia to visit Fiji from
time to time. As a matter of fact he has visited Fiji in the course of the las
few months and we propose to ask him to maintain contacts with Fiji.

. TRADE DELRGATION TO NEAR EAST COUNTRIES

13818. *Seth Govind Dag: Will the Honourable the Commerce Member please
state: .
(a) whether it is a fact that he stated on the 6sh Devember in Bombay that
one of the best methods of developing trade in the Near East countries is to send
a trade delegation;

(b) if so, the action that Government have taken in regard to such a delegation;

(¢) who would be its members; and

(d) when the delegation is likely to be sent?

The Honourable Mr. I. I. Chuadsigar: {s) Yes, Sir. e “

(b), (c) and (d). A Trade Delegation consisting of Mr. M. A. H. Ispahanii as

ader, Messrs. Haridas Laljee, Haji Dawood Bhoy Habib and C. C. Javeti as
Members and My. Ebrahim Yusuf Zainal Alireza as Adviser, left Karachi for the
Middle and the Near East on the 9th March 1947,
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Sri M. Ananthagsayanam Ayyangar: Is it a work of exploratory nature?

The Honourable Mr. I. I. Ohundrigar: They will interview the Government
officials in those countries and ualso the Chambers of Commerce and other trade
representatives and discuss with them the question of developing trade between
India and all those countries. ‘

Sri M. Ananthasayanam Ayyangar: What are the chances of our exporting
any of the materinls they require now that they are deficient in most of the
consumers goods ?

The Honourable Mr. I. I. Chundrigar: The question of exporting particular
commodities will not be considered by them. They will consider the question
in general—how best to develop the trade between the two countries as Govern-
went is satisfied that there is scope for the development of trade between the
Middle East countries and India.

Seth Govind Das: Is this delegation going to send their report from euch
country that they visit, or they will send a comprehensive report on their return?

The Honourable Mr. I, I. Chundrigar: 1 think they will send in a comprehen-
sive repors,

~ Seth Govind Das: By what tiue do the Government expect them to come
back and submit their report?

The Honourable Mr. I. I. Chundrigar: The programme envisages a tour of
about seven weeks. Taking into consideration the date of departure, they are
expected back about the end of April. :

Sri M. Ananthasayanam Ayyangar: May 1 know what volume of trade there
has been so far with these countries a vear before the war or during the war?

The Honourable Mr. I. I. Chundrigar: Trade in = some commodities had
increased during the war. In some others it had gone down. All the relevant
information has been placed at the disposal of this Delegation with u view to
enable them to consider the.question of development of trade between India and
the Middle Fast.

8ri V. 0. Vellingiri Gounder: May T ask the Honourable Member whether any
representative of agriculturists was associated with this trade delegation?

The Honourable Mr. I. I. Chundrigar: The question was considered but i#
was not found possible to include their representative.

8ri V. O. Vellingiri Gounder: Foodstuffs are being imported from and
exported to some of these countries and it would be advisable to provide represen-
tation for some one who would look into the agriculturists’ interests. May I
therefore ask the Honourable Mcmber whether he would consider the inclusion
of agriculturists’ representative in subscquent trade delegations from this
country ?

The Honourable Mr. I. I. Chundrigar: In future the question will be consi-
dered keeping in view the size of the delegation and the importance of agricultural
produce in the trade of the country concerned.

DreroMaTic RELATIONS WITH THE UNION OF SovieT Russia A
1319. *Seth '@Govind Das: Will the Honourable Member for External Affairs
be pleased to state:
(a) whether Government are aware of the necessity of exchanging diplomatie
representatives with the Union of Boviet Socialist Republics; and
(b) the steps that are being taken in this connection and by what time it is
expected to establish diplomatic relations with the Soviet Union?

The Homourable Pandit Jawaharial Nehru: (a) Government are anxious to
?;Wmh diplomatic relations with all important countries, including the Soviet .
nion. '
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(b) Discussions are in progress. Honourable Members may be assured that
an agreement to exchange diplomatic representatives with the USSR or any
other country will at once be made publie.

Maharajkumar Dr. Sir Vijaya Ananda: Tn view of the fact that Russia has
eonferred independence on its units, will the Government of India be sending
diplomats to all the units as well as to Moscow? *

The Honourable Pandit Jawaharlal Nehru: The present proposal is to deal
with the Union Government of the U. 8. S: R.

Heavy IMPORT OF ARTIOLES LIKE Tovs, Razors, BALLOONS, GGLASS-
WARE, ETC. ‘

1320. *Pandit Sri Krishna Dutt Paliwal: Will the Honourable the Commerce
Member be pleased to state:

(a) whether Government are aware that there is heavy import of articles into
the country at present;

(b) whether Government are aware that the articles imported include rubber
goods, bulloons, toys, safety razors and razor blades, gluss-ware, locks, fountain
pens, lead pencils, ete.;

(c) the steps Government have taken or propose to take to prevent such im-
ports and to encourage the manufacture of these articles in the country;

(d) whether Government propose to consider the desirability of enforcing the
rule that the applicants for licence for the import of consumers’ goods, must
furnish the samples of the articles proposed to be imported with the applications
and must undertake that the goods imported will be in conformity with the
samples furnished; and

(e) the number of import licences refused since the 2nd September 1946 on
the ground that it is detrimental to the interest of the country to import the
article or articles in respect of which licences, were sought?

The Honourable Mr. I. I. Chundrigar: (a) Presumably Honourable Member
is referring to imports in general if so there is no heavy import of articles in the
country, but it is true large quantities of some articles are imported in the
country ..

(b) Yes.

(c) It is proposed to review the whole Import Trade Control policy shortly
with a view to restricting further imports of certain consumer goods which have
been imported in large quantities. In so far as the question of encouraging
the manufacture in India of articles which are imported, the Government of
India have appointed Industrial Pane's to make recommendations regarding the
-development of Industries, both existing and new with a view to encourage
manufacture in India of articles now imported from abroad. Besides these
Panels, Working Committees have been constituted to advise the Government
in connection with the development of other industrics. T lay on the table a list
of the Panels mentioned by me.

(d) The suggestion is not practical. _

(e) The information is not readilv available and its collection will entail
oonsiderable work. It is felt that the time and labour involved in collecting the
information will not be commensurate with the advantage of collesting it.

List of Industrial Panels.

(1) Tron & Steel (Major). (2) Iron & Bteel (Minor). (3) Prime Movers. (4) Auto:-
mobiles & Tractors.  (5) Shipbuilding & Marine Engineering. (6) Flectrical Machinery
and  quipment. (7) Industria]l Plant and Machinery (Heavy). (8) Machine MTools.  (8)
Light Engineering Industries. (10) Heavy Chemical Induetries. (11) Fine Chemicals,
Druce and Pharmacenticals.  (12) Paper. Pulp, Wood Pulp, Chemical Cotton, Pasteboards,
Straw Boarde. etc. (13) Plastics & Celluloid. (14) Rayon & Artificial Silk. (15) Sugar,
Alcohal and Food Yeast. (16) (3lass.  (17) Refractories & Ceramica. (18) Soaps & Oils.
(18) Paints & Varnishes, (20} Flectro-Chemical Tndustries.  (31) Wool. (22v Silk. (23)
Ooir. rope. cordage and other fibre industries. (84) Hosiery. (25) Readymade clothing.
(26): Non-Ferrons Metal industries. (27) T.eather & Leather Goods. (28) Scientific Instra-.
ments. (20) Textile Planning Committes. (Textiles Panel).
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Prof. N. G. Ranga: How is it that the suggestion mude here is impracticai?lé?
The reason that it would be impossible for people who order for all these various.

things to supply advance sarples to the (overnment is no reagon at all. They
must have had the samples thefnseives béfore they order for these things.

The Homourable Mr. I I. Ohundrigar: In many cases samples are not
received because goods are well known by a particular trade description and the
suggestion was whéther Government propose to consider the desirability of
enforcing the rule that the applicants for licence for the import of consumers’
goods must furnish the samples of the articles proposed to be imported with the
applications, and that is why [ said that the suggestion is impraoticable.

M. Geoftrey W. Tyson: With reterence to answer to part (c) of the question,
will the Honourable the Commerce Membcr kindly say whether the revision of
import licences which is contemplated will be based upon the possibilities of
manufacture in this countrv or whether other considerations such as exchange
will be taken into consideration?

The Honourable Mr, I. I. Chundrigar: This question has becn raised on
various occasions in the past and [ haye already replied to it. It is only after
considering all the aspects of the case that the Government will arrive at a
decision.

Mr. Gooﬂroy w. Tyson: All th aspects of the case including the availability )
of foreign exchange? '

The Honouratie Mr. I. I. Chundrigar: Yes. .

Sri M. Ananthagayanam Ayyangar: May I know why, if these are the princi-
ples which have been all along adopted. a large quantity of articles eovered by
clause (b) have been allowed to come into this country?

The Honourable Mr. I. I. Chundrigar: There was a great shortage of these
articles and at that time the public clamour was to remove all the restrictions on
imports. 1t was as a result of this demand that the restrictions were entirely
removed. Tt was said that no control whatsoever on imports was necessary and
therefore certain articles were placed in the Open General Licence and the
Universal Open General Licence- with the result that with regzard to these
articles in was 1ot wcessary to obtain a licence from the Governwrrent. and
imports of these articles took place when they were pluced in the Universal Open
General Licence. When complaints of excessive imports were received by the
Government. they were removed from the UTniversal Open General Licence.

Prof. N. G. Ranga: With regard to part (e) of this question the Honourable
Member said that the time and labour involved in collecting all this information
will not be commensurate with the advantages derived by supplying the informa-
tion, but is it or is it not a fact that the Government do refuse to give licences
to people to import certain articles on the ground that the importation of such
articles is not in the interest of Tndia?

The Honourable Mr. I. I. Chundrigsr: The refusal is on various grounds snd
this is the ground in some cases.

Mr. Geoffrey W. Tyson: The Honourable the Commerce Member stated in
answer to one of the supplementaries that Government were reconsidering the
whole question of their import policy. Ts he in a position to state when they.
will be able to make an announcement as a result ‘of this recongideration?

The Honourable Mr. I. I. Ghundrigar: Well. ope announcement has already
" been made as & result of reconsideration. Some other cases are being examined
and I think the policy will have to be revised from time to time and announce-
ments will be made from time to time as soon as decisions are reached.
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Pensions uNDER THE WaR PENsionNs SCHEME, 1944

1321. *BEr. Tamisuddin Xhan: Will the Honoursble the Comumerce Member:
be pleased to atate: )

(8) the amount of pensions granted under the War Pensions (India.n' Seamet,.
etc.) Scheme, 1944, and the dates of their commencement in the following cages:

(i) Parents of Fazlur Rahman s;o Ajmatullah ex. s.s. ' Fort Longueuil "',

(ii) Parents of Md. Samroo s/o Abdul Ghani ex. s.s. **Yorkshire™’,

(i) Parents of Babul Huq s/o Abdul Sattar ex. s.s. “‘Nairang”’,

(iv) Mother of Makbul Ahmed s/¢ Abdul GGhafoor ex. s.s. “*Calabria”,

(v) Mother of Abdul Ras#l 5,0 Samiuddin ex. s.s. “‘Frinpura™. ,

(vi) Parents of Abdul Mian ex. s.s. **Oakbank’’; and

(b) if the pensions, wherever granted, have,not been paid with effect from the:
1st May, 1944, the date from which eligibility commences under the revised
seheme of 1944, and up to the maximum amount admissible in each of these cases,
whether Government propose to review the cases once again?

The Homourable Mr. I. I. Chundrigar: (s) (i) A pension of Rs. 12 per
mensewm has been sunctioned to Hazi Azmat Ulla father of tha seaman Faziur
Rahman with effect from May 1, 1944. No separate pension was sanctioned to
Fariza Khatun the mother of the seaman.

(i) A pension of Rs. 12 per mensem has been sanctioned to Abdul Ghani.
father of the late Md. Samroo with effect from the 1st May, 1944. The mother
of the seaman was not awarded a pension. .

(iii) No award was sanctioned to thé parents of the deceased scaman Babul.
Huq on the ground that the father was earning Rs. 25 per mensem.

(iv) A pension of Rs. 10 per mensem was sanctioncd to Atorjan, mother of
the deceased seaman Makbul Ahmad, with effect from the 30th March, 1945
onwards as she became eligible for the same from the date of remarriage of the-
widow of the seaman on the 80th March, 1945. Prior to that date she was
living with the widow.

(v) In this case Rs. 12 per mensem to the widow and Rs. 2 per mensem for-
each of three children of Abdul Rashid Samiuddin under the age of 14 years were-
sanctioned with effect from the 2nd May, 1943. No separate pension was sane-
tioned to the mother of the seamasn as she was living with the widow.

(vi) A pension of Rs. 16 per mensem was sanctioned to the parents of the
seaman Abdul Mian with effect from the 1st June, 1946, onwards.

(b) The date for the commencement of pension and the amount of award are-
determined in each case on merits. (Government will re-examine cases in which.
there are prima facie grounds to do so.

Mr. Tamizuddin Khan: With reference to the answer to item 3, what are the
grounds on which Government consider that an income of Rs. 25 for a family is
sufficient to disentitle the mother of a deceascd seaman not to get any pension?

The Homourable Mr. I. . Ghundrighr: The report received in this case was
that as the father of the deceased seaman had an income of Re. 35 per month, he
ocould maintain himself and his familv and no pension need be given. This is ons
of those cases which will be re-examined in the light of my statement that the
Government will re-cxamine cases in which there are prima jazic grounds to do-
80. ':
M. Tatniznddin Xhan: In view of the prevailing all found high prices and
the very ridiculous rates of pensions given, will the Honourable Member consider:
it desirable to review the entire question and not only individual cases—I mesty
a revigion of the rates.
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The Honourable Mr. I. I. Chundrigar: The rules which were framed in this
connection only laid down the maximum amount which can be given as allowance
either to the widow, the children or other dependants of the deceased seaman.
I find that most of the officers concerned have given awards much below the
maximum permissible under the rules. and looking to the rise in the cost of

living, some of the sllowances appear o be very meagre and I will ask one of
-the officers concerned to revise all these caser.

K.han Abdul Ghani Khan: This pension of Rs. 2 per child—is that a maximum
-or minimum ?

The Honourable Mr. I. I. Chundrigar: \Well, the maxinum for a child is

Rs. 6 in certain cases and Rs. 8 in other cases. That is very low. T do not sce
why the muximum should not have heen given,

\
Khan Abdul Ghani Khan: Will the Honourable Member think of revising the

~maximum and minitnum scales?

.

The Honourable Mr. I, I. Chundrigar: In this case, the rules are not framed
‘by the Governimnent of India. This is about seamen omployed on British ships
and the rules are framed by Hiz Majesty’s Government. The pensions and the
_other allowances are also paid by His Majesty’s Govermment. They are only
determined by the officers of the (Governmnén® of India. As the cases have not
‘been properly considered. many of them will be reviewed.

Lala Deshbandhu Gupta: [t <cems to have heen done at the nstanee of the
“Government.

Mr. President: Order, order. '

"ALLOWANCES ADMISSIBLE TO A CHILD QF A DECEASED SEAMAN UNDER WaR
PENSIONS SOHEME, 1944
1822. *Mr. Tamizuddin Khan: (a) Will the Honourable the Commerce Mem-
‘ber be pleased to state what are the rates of allowaunces admissible to a depend-
.ent child of a deceased seaman under the War Pensions (Indian Seamen, etc.)
‘Scheme, 19449

(b) Do Government propose to inerease the rates?

(c) What is the age limit upto which children’s allowances are payable under
-the scheme?

(d) Do Government propose to raise the age limit?

The Honourable Mr. I. I. Chundrigar: (a) The ratcs of allowance admissible
‘to an eligible child of a deceased Indian seatnan ure (i) in a case where the child's
mother is dead and the child is neither living with nor under the control of a
.widow of the seaman a monthly rate of six rupees, and (ii) in any other case
a monthly rate of three rupees.

(b) The question of increasing the rates will be congitered hy Government.

(c) Fourteen years.

(d) The matter is receiving consideration.

AGE OF SUPERANNUATION FOR THE MINISTERIAL STAFF

11328, *Mr. Tamisuddin Xhan: (a) Will the Honourable the Commerce Mem-
ber be pleased to state what is the age of superannuation for the rpiniste}'i&l
.staff in (i) the Commerce Department, (i) the office of the Fconomic Adviser
40 the Government of India and (iii) the office of the Director of Commneraial
Intelligence?

(b) If the age limit is not uniform in all these cases, what are the reasons
for that and do Government propose to preseribe a uniform age of superannua-
“#ion?
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. 'The Honourable Mr. I. I, Chundrigar: (a) All ministerial servants in any office
whateoever who entered Government Service before 1st April 1938 may be
wrequired to retire at the age of 55, but are ordinarily to be retained in service if
tthey continue to be efficient up to the age of 60 years. Ministerial Servants who
:entered Service after that date are ondmarll\ required to retire at the age of
55 years.

(b) Does not arise.

Mr. Tamizuddin Khan: May 1 know the number of ministerial officers retired
-at the age of 55 and those retained after the age of 55 in all the offices mentxoned
in my question?

The Honourable Mr. I. I. Chundrigar: Five officers were retired at the age of
bb in three years—1944, 1945 and 1946; and nine officers were retained in service
after they attaincd the age of 55.

Prof, N. G. Ranga: What is the answer to (a) (i) to (iii)—in the Commerce
‘Department, in the office of the Fconomic kd\mer and in the office of the
‘Diréctor of (‘ommercial Intelligence? Does his answer cover all these offices?

The Honourable Mr. I. I. Ohundrigar: Yes, all the offices.
Rrquisrrronen BuNGALOWS FOR MEMBERS OF INTERIM GOVERNMENT

‘ 1324. *Mr. Madandhari 8ingh: Will the Secretary of the Works, Mines and
"Power Department be pleased to state:

a) the number and location of bungalows requisitioned for the use of the
.Honourable Members of the Interim Government;

(b) the rental value of each building so requisitioned;

(c) the expenditure incurred by Government on repair and alteration, if any
made, in any of such buildings; and

(d) the period for which the buildings are requisitioned ?

Mr. B. K.Gokhale: (a) to (d). A statement giving the necessary information
is placed on the table. These bungalows were requisitioned between 1941 to 1943
and were thus not specifically requisitioned for the use of the Honourable Membcrs
-of the Interim Government. The figures of expenditure on additions and altera-
tions and on ordinary and special repairs have heen given only for the period since
‘the formation of the Tnterim Government.
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Lals Deshbandhu Gupta: May I know if it is a fact that some of the Honour-
able Members bave got their own bungalows requisitioned by Government?
Mr. B, K. Gokhale: This is not to my knowledge?
Lala Deghbandhu Gupta: Or of their wives?
My, B. K. Golthale: No, Sir.

Pyol. M. G. Ranga: Are these buildings placed at their disposal free of rent
or deducted from their salaries?

Mr. B, K, Gokhale: They pay the usual rent which is Rs. 424/7 or something
like that, per month.

Lala Deshbandhu Gupta: Is it a fact that in one case the Government has
sanctioned Rs. 80,000 to be spent on repeirs or additions to & bungalow?

Mr B. K. Gokhale: I do not know any case of Rs. 80,000. The Statement
gives the amount which has been spent on additions and alterations. I may
add, Bir, that the question only reters to requisitioned accommodation. I am
answering a question on requisitioned bungalows.

Lala Deshbandhu Gupta: Has any bungalow been placed voluntarily at the
disposal of any Interim Government Member ?

Mr. B. K. Gokhale: There are two bungalows which have been taken by
“Government on lease: one is leased and one was voluntarily placed at the
-disposal of Government by Mr. Pattani, Dewan of Bhavnagar State. It is No. 5
Man Singh Road. The other leased house is 8-B Hardinge Avenue which belongs
to Begum Liaquat Ali Khan.

Lala Deshbandhu Gupta: What is the rent paid in respect to that bungalow?

Mr. B. K. Gokhale: The rent has been assessed at Rs. 5,062 per annum but
the furniture rent has not yet been assessed.

Lals Deshbandhu @upta: What is the estimated cost of the additions and
alterations that are to be made to this particular bungalow ?

Mr. B. K. Gokhale: Rs. 21,800.

Lala Deshbandhu Gupta: How is Government likely to recover this amount
and up to when?

Mr. B, K. Gokhale: Under the lease, there is a clause by which the property
will be taken over by the owner according to certain terms and conditions, after
allowing for depreciation and all that sort of thing. That is under the lease.

Lala Deshbandhu Gupta: What is the period of the lease?

Mr. B. K. Gokhale: The present period is one year but the understanding is
that the house will be taken on lease by Government so long as the Honourable
Member wants it for his own residence.

CONDITIONS FOR THE ISsUE OF EXPORT LICENCES

1325. *Mr. G. B. Dani: (a) Will the Honourable the Commerce Member be
pleased to state whether export licences are issued by the Central or Provincial
-Government ?

(b) What are the conditions governing the issue of export licences?

(c) Did the Modak Agency, Bombay apply for a licence to export their arti-
cles of cottage industries to America, England, Far Fast and Middle East?

(d) If so, has permission been granted?

The Honourable Mr. I. I. Chundrigar: (1) Export licences are issued by the
Central Government or by officers authorised by them. . .

(b) In view of the large number of commodities export of which is controlled,
it is not possible to give in detail the conditions governing the issue of export
ficences for each individual commodity. ,
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(c) and (d). Messrs. Modak Agency applied to the Chief Controller of Exports.
in July 1946 for licences to export articles made of sisal fibre, real rubies,
synthetic rubies, woollen carpets and namdas. A reply. was sent to themn that
no export licence for export of real and synthetic rubies, and woollen carpets was.
necessary. A licence for export of sisal goods worth Rs. 1,200 was also granted
to them. When further requests for export of sisal goods were received from
them, they were asked to apply to the Director-General of Industries and
Supplies, who is the Controlling Authority for export of sisal gonds.

ALLOTMENT oF PLOTS OF LAND TO MINISTERIAL STAFF FOR BumLpixg Houses:

1326. *Pundit Thakur Das Bhargava: (a) Will the Sccretary of the Works.
Mines and Power Department kindly state whether it is a fact that there is
great congestion in housing accornmodation in Delhi in general and especially
for Central Government ministerial staff? :

(b) Do Government propose to consider the desirability and feasibility of
groviding small plots of land to the Central Government servants-free of cost
or at nominal cost and building material at controlled rate so as to enable them
to build colonies of 500 to 1000 houses at their own cost and live in their own
houses ? .

(¢) Are Government aware that the United Provinces Government have
allotted plots to their ministerial staff for building houses at Lucknow and
that the scheme has proved a success?

(d) Are Government aware that large tracts of land ave available on Muttra:
Road and Hardinge Avenue in New Delhi for use as building sites?

Mr. B. K. Gokhale: (a) There is great congestion in housing accommodation:
in Delhi; but the position of the Central Government ministerial staff is perhaps-
no worse than that of the general public. as thex are cligible for allotment of
Government quarters or house rent allowance in ccrtain cases where no quarters.
can be found.

(b) No S8ir. .

(e¢) No Sir.

(d) Some land is available on Muttra Road and Hardinge Avenue which is
regerved to meet Government requirements.

MUSLTM GAZETTED OFFICERS IN THE SECRETARIAT OF EXTERNAL AFFATRS
DEPARTMENT

11827, *Mr. Shah Nazar Hasan: (a) Wi'l the Honourable Member for Exter-
nal Affairs please state the number of Gazetted Officers with their designations.
and pay in the Secretariat of External Affairs Department? .

(b) How many of them have been appointed since September 19467

(¢) What is the percentage of Muslims in these new appointments ?

(dy What steps do Government propose to take to secure. adequate repre-
sentation for the Mushm Community in the Senior Secrzturviot pests in this
department ? .

The Honourable Pandit Jawaharlal Nehru: (a) A statement has been placed .
on the table of the House.

(b) Six, of whom two are 1. C. S. officers, two come from the Central Adminis-
trative Reserve and two are promoted officers.

(¢) None of these six officers is a Muslim, but there has been one Muslim
officer on,special duty. .

(d) Superior posts in the Department’s Secretariat will eventually bhe filled
by officers of the Indian Foreign Service, recruitment to which provide for the
prescribed communal composition for the Service. Tt is intended to appoint
suitable Muslim officers in the Secretariat as soon as thev are available.

+Answer to this question laid on the table, the questioner heing absent.



STARRED QUESTIONS AND ANSWERS 2787

Btatement showing the number of Gazetted Officers with their designations.
and pay in the Secretariat of the External Affairs Depariment

One . . On pay as Aestt. secretary ' pluea
special pay of Re. 60 p.m. g,

Designation Number Puy
Foreign Becretary One Rs. 4,000 p.n.
Joint Becreteries Three Rs, 3,000 p.m, each
(] Six . . | On pay in the time scele I. P, 8.
plus a special pay of Rs. 400
Deputy Seoretaries . p.m. each.
One . On f:* 's in h‘:he time 3ecale o}' )
C8. p & special y of”
Rs. 400 p.m. ps
i Six . On pay in the time scale of I, P, 8,
| plus u special pay of Rs, 800
| p.m, each.
|
One . . On pay in the time gcale in the
Indian Audit and Aeccounts
Under Secretaries . Service plus a special }jpay of
, Res. 300 p.m, e &0

N
On pay of Rs. 600-40-1,000 p.m.
plus a special pay of Rs. 100~
p.m. eachor Rs. 760 p.m. as
initial pay.

‘Two

Assistant Secretaries . .| Four On payhof Res. 1,000-50-1,250 p.m. .
each.

INDIAN TROOPS IN BURMA \v.—

1328. *Prof. N. G. Ranga: Will the Honourable Member for Commonwealth -
Relations be~pleased to state:

(a) whether the attention of Government has been drawn to the news item.
published in the Hindustan Times of 19th March 1947, regarding the rounding.
up of bandite in Burma forests by British, Indian and other troops;

(b) why Indian troops are still kept in Burma;

(c) how many Indian soldiers and officers there are in Burma;

(d) for how much longer they will be there;

(e) whether they are there at the request of the Interim Government of
Burma; and

(f) who is paying for them?

The Honowrable Pandit Jawaharlal Nehru: (a) Yes, Sir.

(b) Indian troops in Burma are a legaey from the war. Since then their
numbers have been reduced and are being progressively withdrawn.

(c) It has not been the policy of this Government. as of other Governments.
to disclose the number of troops cinployed abroad. This matter however camec
up before the United Nations General Assembly and it was stated on behalf of
India that we would have no objection to making this disc'osure in common with
other countries. That continues to be our position and we shall gladly fall in-
line with anyv general poliev adopted in regard to this. Till then it would be
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imadvisable for the Government of India t¢ take the initiative in this matter by
.digolosure of the strength of Indian troops abroad.
(@ md (e). It is the polioy of the Govermment of Indis to withdmaw all
troops stationed abroad. In regerd to Burma this policy is pursued in co-
-operation with the Government of Burma.

(f) His Majesty’s Government.

Prof. N. G. Ranga: In regard to part (d) of the question I have asked there
‘for information as to how long Indian troops will be in Burma. Is there no time
limit at all?

The Honourable Pandit Jawaharlal Nehru: There is no exact time limi*
but it is our desire to cumplete this withdrawal within a yeer or so. The process
is going on, as I have said. If the Honourable Member is thinking of Burma,
partlcularlv the matter is being dealt-with in co-operation with the Government
‘of Burma. It is well known that conditions in Burma are difficult and the
Government of Burma is trying to deal with none too easy a problem In the
circumstances it would be fair 1o the Government of Burma suddenly without
their consent and app#dval to take some step which might embarass them
considerably. That is one reason which we have to bear in mind.

Prof, N. G. Ranga: In view of the fact that in the past the Burmans very
much resented the presence of Indian troops in their country, are we to under-
stand now that the Interim (Government in Burma is agreeable to our troops
being there and they feel that our troops are serving their national interest?

The Honourable Pandit Jawaharlal Nehru: I would inform the Honourable
Member thut we huve t¢ act in this matter entirely with the approval and after
_coBsultation with the Government of Burma. It is. physically not possible
suddenly to remove large numbers of troops. After a decision on policy is taken,
then the implementation of the policy takes sometime, because of transport
-arrangements and also because as soon as those troops come to India they have
to be demobilised. The process of demobilisation of troops in Indie itself is
‘likely to be retarded by the sudden incursion of troops from outside. All these
matters have to be taken into consideration. One thing is perfectly clear and
that is that we do not propose to do anvthing and we will not do anything in
Burma which is in any sense opposed to the interests of the Government of
Burma or the national sentiments of Burms

+QFFICIALS AND CLERKS IN THE LABOUR DEPARTMENT BELONGING TO URBAN
AND RURAL AREAS

1829. *Chaudhri 8ri Chand: Will the Honourable the Labour Member
.please state:

(a) the number of officials and clerks in his Department and attached offices
.at Delhi; and

(b) the number of officials and clerks belonging to the (i) urban, and (ii) rural
.areas #

The Honourahle 8hri Jagjivan Bam: (a) 503.

(b) In the absence of well defined criteria to be adopted for elassifving peop'e
as belonging to rural and urban areas, the information asked for by the Honour-
able Member cannot be collected.

Chaudhri 8ri Ohand: How long will the Honourable Member take to collect
this information ?

Mr. President: The Honourable Member says that it is impossible to collect
“it.

Ohaudhri Sri Chand: Is the Govemment prepared to appoint a board to find
out this information ?

. The Bonmmhle Shri Jagjivan Ram: The intention of the question is not
-clear.
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OFFIOIALS AND CLERKS IN THE COMMERCE DEPARTMENT BELONGING TO URBAN
AND RURAL AREAS

1330. *Chaudhri Sri Ohand: Will the Honoursble the Comnerce Member

please state: .
(a) the number of officials and clerks in his Department and attached offices

at Delhi; and

(b%' the number of officiais and cierks belonging to the (i) urbun, and (ii) rural
areas

The Honourable Mr. I. I. Chundrigar: (a) Officials 79, Clerks 671.

(b) (1) and (ii). Presumably Honourable Member wants to know whether
they belonged to urban or rural areas at the time of their appointment; if so, the
time and trouble involved in collecting the information will not be commen-

surate with the results obtained.

MESSAGE FROM THE COUNCIL OF STATE
Secretary of the Assembly: Sir, the following Message has been received from

the Council of State:

“The Council of State at its meeting held on the 3lst March, 1947, agreed without amend-
ment to the Bill to give effect to the financial proposals of the Central Government for the
vear beginning on the 1st day of April 1947, which was passed by the Legislative Assembly
at ita meeting held on Friday, the 28th March. 1947.”

FLECTION TO STANDING COMMITTEE FOR INFORMATION AND
BROADCASTING DEPARTMENT

Mr. President: I have to inform the Assembly that up to 12 Noon on
Monday, the 81st March, 1947, only one nomination was received for the tenth’
vacancy in the Standing Committee for the Department of Information and
Broadcasting. I, therefore, declare Mr. Ananda Mohan Poddar to be elected
to the Standing Committee, the election of which is now complete.

ELECTION TO COUNCIL OF THE INDIAN INSTITUTE OF
SCIENCE, BANGALORE

M, President: I have to inform the Assembly that up to 12 Noon on Monday,
the 81st March, 1947, the time fixed for receiving nominations for the Council
of the Indian Tnstitute of Science, Bangalore, one nomination was received.
Ac there is only one candidate for the vacancy, I declare Pandit Lakshmi Kanta
Maitra to be duly eiected to the Council for the period 1947-49 (both years
inclusive).

Dr. Zia Uddin Ahmad (United Provinces Southern Divisions: Muham-
madan Rural): 8ir, in connection with this election the point was made by
Prof. Ranga that the uumber of members for the Council »f Bangalore Institute
of Bcience to be elected by the Assembly should be raised from one to two.
This was accepted by the Honourable Member in charge of Education. A
similar suggestion was also made in connection with the Central Committee
of the Tuberculosis Association of India. It was also accepted. Will you
please verify.

Mr. President: My own impression was—perhaps that refers to some other
Committee—that there were already two seats and the vacancy was in respect
of one.

Dr. Zia Uddin Ahmad: The Honourable Member increased it to two. You
please refer it to the Honourable the Education Member.

Mr. President: The motion before the House was for election to one seat.

Prof. N. G. Ranga (Guntur cum Nellore: Non-Muhammadan Rural): He
gave an assurance with regard to the future.

Dr. Zia Uddin Ahmad: And also for this case. You please refer it to
the Honourable the Edueation Member.




ELECTION TO STANDING COMMITTEE FOR AGRICULTURE
DEPARTMENT ~

Mr, President: I have to inform the Assembiy that up to 12 Noon on Monday,
the 31st March, 1947, the time fixed for receiving nominations for the Stan-
ding Committee for the Departinent of Agriculture, ten nominations were recei-
ved. As the number of candidates is equal to the number of vacancies, I
declare the following members to be duly elected to the Committee during the
financial year 1947-48:—

(1) Makhdum Al-Haj Syed Sher Shah Jeelani, (2) Mr. Shah Nagar Husan,
(3) Mr. C. P. Lawson, (4) Chaudhury Sri Chund, (5) Babu Ram Narayan
Singh, (6) Mr. G. B. Dani, (7) Seth Sukhdev, (8) Khan Abdul Ghani Khan,
(9) Sri V. Gangaraju and (10) Sardar Narayanrao Ganpatrao Vinchoorkar.

COMMENCEMENT OF THE MEETING OF ASSEMBLY AT 12 NOOX
ON THE 2ND APRIL AND SUSPENSION OF QUEST1ON HOUR.

The Honourable Pandit Jawaharlal Nehru (Leader of the House): S8ir, may
I suggest for the consideration of the House that the House might meet to-
morrow at 12 O'Clock instead of at 11. The reason for this is that Members
of Government may find it difficult to come here nt an earlier hour hecausre
of a Cabinet meeting tomorrow morning to consider' certain rather important
and urgent matters. ’

Mr. President: It is an eminently reasonable request and T trust the
House will agree to it. Then 1 take it that we begin at 12. Looking to
the shortness of time we shall not have any Questions. The Question Hour
will be suspended when the House meets tomorrow.

Mr. Manu Subedar (Indian Merchants’ Chamber and Bureau: Indian
Commerce): Sir, it is 8 private Bills day and I do not know why Questlon Hour
should be quspended After the new constitutional changes [ do not sce
very much scope for private Bills. T feel that Question Hour should not he
dispensed with. -

Mr. President: Then the question stands differentlv. 1 thought it was
an official day.

The Honourable Pandit Jawaharlal Nehru: May I suggest that if there is
time left tomorrow after private Bills it might be utilised for official bussiness ?
I do not wish to encroach on the time for private Bills, but there is plenty of
official business and if there is time left there is no reason why we should not
get it through.

Seth Govind Das (Central Provinces Hindi Divisions: Non-Mubammadan):

ven after Question Hour and non-official business, if we have mere time we
can transact official business.

Pandit Balkrishna S8harma (Cities of the United Provinces: Non-Muham-
madan Urban): Sir. there is no reason why Question Hour should not be
suspended a8 you suggested in the first instance.  There are certain Members
who delight in exchange of fireworks...............

Mr, President: The Honourable Member is not in order.

Syed Ghulam Bhik Nairang (East Punjab: Muhammadan): Sir, I would
point out that it would be very invidious to treat non-official Bills as some-
thing of a verv subsidiary or secondary importance. ~ In fact I have all along
felt that the time allotted for the consideration of non-official Bills is much
too inadequate and it will be a great' hardship if the time for non-official Bills
is lessened by one hour on account of the Cabinet meeting and by a further
one hour on account of Questions. I would therefore suggest that you may
kindly dirpense with the Question Hour so that we may give such time as
l\)ve have to the consideration of non-official Bills without thinking of any other

usiness.
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The Honourable Pandit Jawaharlal Nehru: May 1 say that it is not at all
our desire to treat non-official Bills as secondary mutter?  What 1 suggested
was that if time was available at the end, it might be devoted to officidl busi-
1188,
Khwaja Nazimuddin (Burdwan and Presidency Divisions: Mubammadan
Rural): We have no objection to that.

Mr. President: There appears to be some division as to whether we should
have the Question Hour or not.

Mr. Manu Subedar: Sir, 1 withdraw my objection.

Mr. President: Then the Question Hour will be suspended tomorrow end
the House will meet at 12 O’clock.

REPORT OF THE LABOUR INVESTIGATION COMMITTEE—LAID
ON THE TABLE

The Honourable Shri Jagjivan Ram (Labour Member): Sir, 1 beg to lay
on the table a copy of the muain *Report of the Labcur Investigation Com-

mitfee.

RUBBER (PRODUCTION AND MARKETING) BILL
PRESENTATION OF THE REPORT OF THE SELECT (OMMITTER
The Honourable Sri O. Rajagopalachari (Member for Industries and Sup-
plies): 8ir, I present the Report of the Select Committee on the Bill to make
provision for ussistance to the rubber plantation industry by regulating export
from and import into British India of rubber and the sale of rubber therein

and by other means.

. CONTROIL OF SHIPPING BILL
I'REszNaTioN oF THE REPORT oF THE SELECT COMMITTEE
The Honourable Mr. I. I. Chundrigar: (Commerce Member): Sir, 1 present
the Report of the Select Committee on the Bill to provide for the control of
shipping.
RESERVE BANK OF INDTA (SECOND AMENDMENT) BILL

The Honourable Mr. Liagquat Ali Khan (Finance Member): Sir I beg to
move for leave to introduce a Bill further to amend the Reserve Bank of India
Acs, 1934 (Second Amendment).

Mr. President: The question is:

*“That leave be granted to introduce a Bill further to amend the Rererve Bank of India
Act, 1934 (Second Amendment),” '

The motion was adopted.

The Honourable Mr. Liaquat Ali Xhan: Rir T introduce the Bill.

INDIAN TARIFF (AMENDMENT) BILL
The Honourable Mr. I. I. Chundrigar (Cornmerce Member): Sir, T beg to
move for leave to introduce a Bill further to amend the Indian Tariff Act.
- 1934, and the Sugar Industry (Protection) Act, 1932,
Mr. President: The question is: .

“That leave be granted to introduce a Bill further to amend the Indian Taviff Art, 1034,
' and the Sugar Tndustry (Protection) Act, 1932.”

The motion was adopted.
The Honourable Mr. I. I. Chundrigar: Sir, I introduce the Bill.

*Not printed in theswe Debates. Copy placed in the Library of the House.-—Kd. of D.




BUSINESS PROFITS TAX BILL-—contd.

Hr President: The House will now proceed with the further consideration
of the following motion:

“That the Bill to impose a special tax on a certain class of income, as wpoxbed by the )
Seiect Committee, be taken into consideration.’

Sri M. Ananthasayanam Ayyangar (Madras Ceded Districts and Chittoer.
Non-Muhammadun Rural): Siv, yesterday the Honourable the Finance Mem-
ber in accepting the amendments that have been suggested said that the ecom-
promise measure, as it has emerged, will give himm a revenue of only Rs. 12
orores as against Rs. 30 crores which he expected under the original Bill. I wonder
why when there was a suggestion that the Excess Profits Tax Act may be conti-
nued for this year he did not accept that suggestion at all. The Excess Profits
Tax would certainly yield Rs. 80 crores which the Honourable Member wanted.
Ifind him shaking his head evidently against the suggestion and is disputing the
correctness of the statement I made. I would like therefore the Honourable
Member to give us the particulars of the amounts that were collected by way
ol Excess Profits Tax ir the previous years so long as the Act was ir  force.
The Honourable Member’s predecessor Sir Archibald Rowlands wanted to
abolish the Excess Profits Tax. We took exception to abolishing it pre-
maturely. We wanted it to be continued this year also. Then the indus-
trial magnates were not in favour of the continuance of the Excess Profits Tax
lest that shquld interfere with the growth of industry. But now I find that
the industrialists themselves would prefer the Excess Profite Tax to the
Business Profits Tux. When they are now willing to have it we are not
willing; when we wanted it they were opposed to it. It is a rather
curious kind of circumstance. = We were_not for abolishing the Excess Profits
Tax last year. Had it only continued I do not think this Bill, the Business
Profits Tax Bill, would have come at all or would have been thought of. We
wanted its continuance. Now that its continuance is accepted hy the indus-
trialists themselves we want to go back and bring another measure. Tt is
rather strange. = Why should people blow hot and cold? The Honourable
the Finance Member was sitting in front of us though he did not hold last year
the capacity which he now holds. T do expect an explanation as to why he
goes over the suggestion that the Fixcess Profits Tax may be continued. Tt
is true in some cases that the Excess Profits Tax favours more the richer kinds
of businessmen and does not favour the poorer section. If it is s0, the Excess
Profits Tax may be suitably amended so as to give the exemption wup to
Rs 1 lakh to the poorer section also. That could have been easilv done.
I am waiting for an answer to the question as to why he did not prefer the
Excess Profits Tax which would certainly have vielded greater revenue to the
exchequer, which even the industrialists accept, and with a suitable or small
modification, even the smaller business men who started business after 1936,
would have been satisfied. They would also get the henefits which are sought
to be conferred under the Business Profits Tax Act.

There is another point from which this measure may be looked at. The
Fxcess Profits Tax, if continued, would have avoided the amendment. made in
the present Bill. ~ Under the present Act, capital inclndes borrowed capital
also.  Barring the interest that is paid on borrowed capital the excess over
that is allowed by way of deduction under the present Bill. T d> not find
that borrowed capital has been tacked on to the capital as such in the Excess
Profits Tax Act. The industrialists themselves are in favour of the continuance
of the Excess Profits Tax and not the introduction of the B.P.T. with this
modification. 4

I was at a distance during the progress of the Finance Bill.  From my
part of the country I found in the papers volumes of encomiums heaped on
the Honourable Member for having introduced a poor man’s budget and so on.
If that is really so, I wounder at one of the features of the Bill. The Honcur-
ahle Member agreed to raising the limit of exemption in favour of joint Hindu
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families from one lakh to 2 lakhs in this Bill. I do not consider that a Hindu
joint family which gets an annual income of one lakh of rupees needs such
kind of support or help but he must have done something under the ordinary
Income Tax Act. He might have raised the lower income limit from 2,500
to 5,000 there. 1f he had only yielded to that, out friends would not have
pressed for the raising of the figure from one lukh to two lakhs so far as the
B.P.T. is concerned. He yields where he ought not and he sticks on where
he should not. 1 cannct congratulate the Honourable Member on the Bill
us it has emerged but anyhow all of us wmust be glad that there has been u
compromise and we are trying to sail without much difficulty and with peace.

Dr. Zia Uddin Ahmad (United Provinces Southern Divisions: Muham-
madan Rural): In the year 1928 when I was collecting materials for my
book mn the systems of education in France, T came across a school of beg-
gary.  In this school they were teaching the art of begging in a scientific
manner, They had prepared a directory of charitable persons in which it
was described that if you want to approach ‘A’ you must appear as a blind
man, if you want to approach ‘B’ vou must appear as a lame man and so on.
The Directory describect in details the appearance and argumncuts which wiil
uppenl to each individual. The School supplied on hire all sorts of equipments
and clothes to these beggars. They had scientific and elaborate system of
instruction. This School was an underground school unknown to the French
Ministry of Educatinn. They had worked out the details of beggry with
enormous ingenuity.

The same is the case with evasion of income tax. The objects of beggary
and evasion are similar. In one case instruction is given in school and in the.
other by private coaching. They have an unpublished prospects. The
Honourable the Finance Member pointed out the other day that income tax
officers are intelligent and clever but those who evade are more intelligent
and more clever. The one acts on personal instinet and the other has acquired
by regular coaching. The School of evasion is also an underground school.
The prospectus describes few fundamental principles of evasion. The first
i principle is ‘oppose direct taxation’. Evasion becomes difficult in indirect taxa-
jtion. Besides it will fall entirely upon the rich industrial capitalists. TIndirect
tax falls on evervhody including the poor people. Oppose direct taxation
by appealing to the development of industries. This alone will appeal to the
enemies of evasion. They do not want the profit of the industrialist to be
brought into the picture. Aim at 50 per cent. for profit and 30 per cent. for’
dividend and auytbing short of this expectation should be called n loss. T.oss
hould alwavs mean the shortage in expected profit. High prices always benefit
he industrialist. For your success, always utterupt to increase the price level-
3tudy the directory of personal equations of income tax officer in the selection
if conches. Preference should be given to retired income tax officers. Members
of the législuture should not have access to the oftice. Success depends on the
nterpretation of income-tax Act which can always be twisted and adjust
accounts in your favour. In every taxation proposal there is always a howl
rom the industrialist till they have mustered the new mode of evasion. Purpose
of school of beggary and the school of evasion is similar. In one you cheat
an honest gentleman in the other vou cheat the Government. In the old pros-
pectus of the school of evasion the system of keeping three system of acc.omjts
was recomnmended. Experts were engaged to prepare new registers. T]:.ze prin-
ciples are the same. fBoth are underground. Whenever a direct tax is pro-
posed, the capitalists come out saying that industries will suffer. This hap-
pened in 1940 when the Excess Profits Tax was introduced. Every industrialist
member of the Assembly raised his voice against the Excess Profit tax. Thev
said that industries will he badly hit and that the country wanteq the develop-

nent of industries ‘n the interert of the war. T do not want to wuste the time
{ the House by reading out the speech T made on that occasion, but whatever
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1 said in 1940 ut thut time on Excess Profit Tax Bill may be repeated verbatim
today in connection with the B,P. Tax. We have seen that instead of industries
being diminished, they have increased by leaps and bounds. This is evident
trom the fact thut the income from the income-tux has also increased a great
deal. I have got the figures of the income-tax from year to year as published
12 Noo.t in the Explanatory Memorandum circulated’ to the Members and

‘L. we find that last vear alone our receipts from income-tax were 167
crores ns compared to about 16 crores before the war. When the income-tax
has been increased, it means that industries have also increased. This is aulso
evidens from the fact that the purchase from the Supply Department nloue
during the war tme was ohe crore a day, excluding the purchases by other
Departments commeeted with War Supplies, and these purchuases Lave reully
resulted  in the wecumulation of sterling balances of over Lol crores. There-
fore. we have seen that the Excess Profits Tax, instend of ruimng the capitnlists.
has rolled them in wealth. But there was one fuct which we noticed at that
time and 1 would like to repeat it now. The effect of the propaganda of
capitalists has been to raise the price level. The prices were raised all round;
so much so that the vaiue of the rupee hus now gone down to annas five.

1 have studied very carefully the hook called the Investors Book in which 1
have got the investments of all the important companies in India and 1 have
also made caleulations. 1 have taken two standard companies—one with a
capitul of 10 lakhs and ‘he other with a capital of one crore. [ have got with
me all the caleulations, but I will give you only the result which surprised me
and will surprise my collegues. The incidence of taxation about which we
hear so much is very trifling. Take the case of the company with a capital of
10 lakhs. It has a reserve of 5 lakhs, of which 3 lakhs are invested elsewhere
and it has a uormal profit of 1.30,000. Without B. P. T. the net income
after payving ull tuxes would have been Rs. 73,125 and according to compromised
Bill their income would be 71,151. The result is that without B. P. T. the
companies would have to puy 7 annas per rupee and with the Bill which is now
before us, they are required to pay 7 annas and 1 1/8 pies. So, the only addi-
tion to the income-tax on account of this Bill has been 1173 pies, that i, less
than half a pice per rupee.

Mr. Tamizuddin Ehan (Dacen cam Mymensingh:  Mubammadan Rural):
Then, why there is such a howl?

Dr. Zia Uddin Ahmad: Because it hus pnid them. Now, take a bigger com-
pany whose capital is one crore and whose profit is 10 lakhs. In the case of
this company the income-tax on account of this Bill has been increased from
7 annas to 7-2 aunas, that is one fifth of an anna, less than 1 pice.  Therefore,
in the case of the bigger companies the incidence of taxation on account of this
Business Profits Tax will be less than half an anna and in the case of smaller
companies it will be less than half a pice. This is a very insignificant figure
and vet there has been so much howl in the country on account of this. It is
all right to make speeches under the influence of propaganda, but if vou take
solid facts and fizures and work them out. vou will find that the taxation us
a result of B. P. T. is practically negligible. It will not affect dividends, it
will not affect industvies. The incidence will fall only on reserve which will be
slightly affected.  Stock Exchanges have created sensation in the country.
They are only gambling houses and they love such incidents. as it will gi('e
them chance of higger games in the sale of shares. Abolish them and
stabilise share markets. :

. Then, 8ir, there is one other point to which T would like to draw the atten-
tion of the House. T wish Mr. Manu Subedar ‘were here because it will appeal
to him  When the Bill emerged from the Select Committee we had a deficit of
82 crorcs.  Now, on account of this compromised Bill the deficit has increased to
50 crores. This deficit will have to be met either by borrowing or by some other
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inethod. We have ull agreed on the point that by inflation the price level is
raised and there is no dispute about it. I ask why it is raised? In inflation
more notes are printed and circulated without having the security of metallic
reserve. There is no paper currency reserve behind your notes. You issue
Hundies when you huve no money to pay. This meuans that eakh of the Gov-
ernment or in other words its finuncial prestige’ has suffered. As soon as the
financial prestige of the Government is lowered and you have got Bank notes in
circulution without equivalent reserve behind them, then the value of these
paper notes goes down and consequently the prices of comnmodities in terms of
these paper notes sour up. The same is the case when Government has the
deticit budget. The sakh or the financial prestige of the Government of the
country with » deficit budget is always affected and it definitely goes down.
The result of the deticit budget is exactly the same as the result of inflation.
Keeping these things in mind, I hope the Honourable the Finance Member will
explain in what way hiy colleagues have contemplated to maintain the tinuncial
prestige. The result of a deficit budget is exuctly the sawme as that of printing
more wnotes and the effect of that is the rise in prices. So, by this action the
Houourable the Finance Member has raised the price level. We have been.
pressing all the time that atternpts should be made to lower the price level,
but by the step that are being taken, the price level will be raised. So, we
suy one’thing and do just the opposite. Be ready for higher dearness allowance
and for higher salaries. By the time the report of the Pay Commission is
published the needs of the people on account of further rise in prices will go up
and they will remain u¢ much dissatistied and discontented than us they are

now,

Now, one more point which I like to clear, namely, that the industrialists are
benefitted twofold. In the first place, they have saved the income-tax to the tune
of 18 crores. In the second pluee, they will be benefitted when the price level
goes up and the money will come from the consumers. Therefore, they get
money from the Government in the shape of the reduction of the income-tax and
they also get mioney from the consumers on account of the rise in prices.
Therefore, these rich capitalists have really got double advantage—firstly, from
the Government and. secondly, from the consumers. This is a point which one
cannot entirely overlook. I would like to visualise in what way this deficit of
50 crores which may be granted could be met. If it is to be met by printing
more notes, then it leads to direct inflation. If it is to be met by borrowing,
then the prestige of the Government will go down and the price level in such
case will go up. T should very much like to know from the Finance Member
and his colleagues what steps they are taking to lower the prices. They have
admitted on the floor of the Mouse repeatedly that they are making attempts
to lower the price level, but in practice they are not. Deficit budget is another
nail on the price level. Tf you want economic security in the country, if you
want people to live happily, vour first aim ought to be to lower the price level
and to inrcense the purchasing power of the rupee. If the purchasing power of
the rupee is not increased. though vou talk that vou want to reduce it, but in
practice you take a!l these steps by which it increases. there will be great
discontent in the country, discontent among the poor people and discontent
among the widdle classes.  This is not in the interesi of the country. All our
political programmie will become subservient to the cconomic unrest which is
now all over the country. 1 do beseech you to consider very seriously that by
the steps you are now taking you are not lowering the price level. Tt is an
economic truism that a defieit budget has the same significancs us inflation.
Both these lead to rise in price. 1t is unavoidable and any steps vou take by
means of controls will still further raise the price because controls do not lower
prices.  On puper you do lower, but in actual working you do not. Because the
moment a control is declared on a certain article, 1t goes underground and
people will have to pay higher prices, by purchasing in blackinurkets.
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Tn conclusion | wish to say this. We have been unnecessarily influenced
by the oapitalists who successfully carried on this propaganda on nothing. The
amount of taxation which you impose on capitalists is nominal. It is not the
tax of which they ave afraid, but they really want to keep up the prices so that
it will bring theni greater income than the payinent of less than half anna per
rupee or in the case of smaller companies less than half pice per rupee. The
maintenance of higher price level is really the object 9f buzfines‘zsm.en.‘ They
want gambling, they want to exploit consumers. That is their aim which wmy
Honourable friend may clearly understand,

About evasion of tax, it is admitted that the business people are much
cleverer than the income-tax officers and 1 suggest that the Finance Member
should take strong steps to raid this school of evasion. [t is a very diffienlt
thing. They have got very clever methods of doing this. T hope every effort
will be made to catch the dodgers. They will try to see that the measures
the Honourable Member has in mind may not be accepted. Propaganda both
inside and outside will be against the other Bill. It will affect big -people
much more than B. P. T. Bill. T am not giving you any mathematical figure,
my rough estimate is that about 30 per cent of the income-tax is evaded, five
annas in the rupee is left unpaid. I gave you the example of Sakseria who left
80 crores without paving income-tax. I do not know whether Sakseria was ever
a teacher in the underground school of tax evasion. But I may tell you that
no tax dodger will ¢cver teach him art. Prof. Ramsay Muir in Caleutta University
Committee advanced a dogma that commercial education is useless. If a busi-
nessman is successful, he will not teach you the sccret of his success. We do
not like to learn from a businessman who is a failure and therefore it is useless.
Similarly & man who practises tax evasion will not reveal the secret because
he would like to keep it for himself. Therefore I beseech the Government to
consider seriouslv and find out ways and means of meeting this deficit of 52
crores in a manner that the price level mnay not rise. That is the most importunt
point which I wish to bring to your notice. I end by saying be ready for the
propaganda which is sure to be launched about the Enquirv committee and
though the incidence of taxation is nominal the propaganda will be much greater,
their focus will be 30 per cent evasion and not few pies of Business Profit Tax.

The Honourable Mr. Liaquat Al Khan (Finance Member): Sir, it is really
extraordinary. My Honourable friend Dr. Zia Uddin Ahmad has stated that
by agreeing to reduce the tax, I am ruining the interest of the poor. The in-
dustrialists say that by levying the tax, I am ruining the interest of the poor.
Both of them cannot be right and therefore T submit T am right.

Now, Sir, let me deal with some of the points that were raised during the
course of the debate. =~ My Honourable friend Mr. Manu Subedar wanted to
know whether premium on shares would be considered for the purpose of capi-
tal computation. It will be. The premium on shares put to reserve will
be considered for capital computation.

8ir Oowasjee Jehangir (Nominated Non-Official): That means it will he
added to the capital. Tt is part of the capital.

The Honourable Mr. Liaquat Ali Xhan: My Honourable friend wanted to
know whether the deposits refunded to companies would be treated as income
to be taxed or not. I suppose he means deposits that are with the Govern-
ment on account of E.P.T. They will not be considered as income for the
purposes of this particular tax, because these deposite have already paid taxes
and there is no further tax on that.

Mr. Manu Subedar (Indian Merchants’ Chamber and Bureau: Indian Coin-
merce): Will not these deposits be considered as capital because had they
not been in depnsit with the Government, they would have been pub o the

.
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reserve of the company and they would have then come under the present
definition, but only the time lag between thein prevents them from being in-
cluded. Therefore, Sir, the request was that these deposits should be inclu-
ded in capital for the purpose of abatement,

The Honourable Mr. Liaquat Ali Khan: These deposits have been excluded
as laid down in the Bill itself. Now, I would refer him to Schedule II clause
3 which says:

“‘Any deposits with the Central Government under section 10 of the Indian Finance Act,

1942, or section 2 of the Excess Profits Tax Ordinance, 1943, shall not be regarded as in-
vestment or other property for the purposes of this Schedule.”

Sir Cowasjee Jehangir: These deposits are being received from 1st April
1947,  1f this Act is extended to 1947-48.  Then 1 take it that these depo-
sits will be counted as reserves which have incometax for that year. I
can understand they are not being counted for 1946-47, they are not being
received. 1 can understand this clause that vou read out.  But if this Act
happens to be extended to 1947-48, then these deposits, I presume will become
reserves on which tax has been paid.

The Honourable Mr, Liaquat Ali Khan: 1 am congerued with the . pasition

*in 1046-47. This tax does not apply to the income for 1947-48; that is =«

matter that will have to be considered at the appropriate time. At present

this Bill is confined to profits earned during 1946-47; and so I think my

Honourable iriend would not ask me to answer a hypothetical question which
may or may not arise later on.

The other point that was raised by Sir, Cowasjee Jehangir was that it may
be difficult to find what was taxed reserve and what was not taxed reserve. On
that point I can assure him that the income-tax people will assist companies
aud help them to find out what is taxed reserve and what is not, and I think
there will be no difficulty about that. Then my Honourable friend also asked
me to state definitely that this tax was for one year, 1946-47. I can state
definitely that as the Bill stands the tax is only for 1946-47; I cannot make a
more definite statement.

My Honourable friend Mr. Gole said that I had deliberately hidden some of
the income in my budget for 1947-48 so that T might be able to come before
the House and ask for more taxation. This statement is based either on
complete ignorance or a deliberate attempt to impute a motive of deception
to me. I shall be charitable and say that this is due to my Honourable
friend’s ignorance. The revised estimates of revenue for 1048-47 are 386
crores and the budget estimate of revenue for 1947-48, exclusive of new pro-
posals, is 279 crores. 8o there is a difference of 37 crores between the in-
come of last year and the budgeted revenue of next year. This is made up
ns follows:  The estimate is less by Rs. 82 crores in the next vear on account
of E.P.T., less carry-over; there is a decrease of 8} crores on account of centrsl
surcharges, less carry-over; au increase on account of income-tax of 14 crores.
Then there is a special item in 1946-47 of 29 crores on account of transfer of
balances from war risk insurance funds, and the increase in income-tax paid
to provinces is 5 crores. And other items net are about 1} crores. 8o our
revenue next vear on account of these various items would be less by 71 crores
and there would be an income of 14 crores more, thus leaving a difference of
57 crores. That is the position. It is not that T wanted to hide something
from the House so that I might be able to persuade the House to pass these
new taxation measures that T have proposed.

My Honourable friend Mr. Ayvangar asked me why I did not accept E.P.T.
which big business prefers to B.P.T. I gave a reply to that in my previous
speeches; there are four important reasons. 1 can say that when I was con-
sidering this question I examined this position whether we could re-impose the
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E.P.T. or whether we should have some other kind of tax. During thm exa-
mination I eame to the conclusion that the E.P.T. was very complicated and
it was difficult to work, with the result that there were bound to be & large num-
ber of vuses in arresrs as there are today. And if we have got to mnke up and
do away with all the vast arrears we should have u tax for this year which would
he ensier to work.,  The second consideration was that the incidence of E.P.T.

as hetween one trader and another was not fair because it depended too much
on pre-war profits, which really have no connection with conditions at present.
Tt benefitted those companies which had better pre-war profit standards and it
worked against newly started companies or those that did not have a pre-war
@ood standard of profits.

Prot, N. G. Ranga (Guntur cum Nellore: Non-Muhammadan Rural): Is my
information correct that Tata’s were the only prominent big firm which is like-
Iv to be benefitted by the E.P.T. as compared to other firms, because thev
were supposed to be the higgest firm having a very large percentage of proﬁt
in pre-war times?

The Honourable Mr. Liaquat Ali Khan: There may be several other com-

panies also. T cannot give all the information to myv Honourable friend off-
hand.

8jt. N. V. Gadgil (Bombay Central Divis'on: Non-Muhammadan Rural):

They were very few anyway.

The Honourable Mr. Liaquat Ali Khan: Yes. But what I say is that if in-
justice is done to many and the benefit goes to a few there is a better case for
changing that system than there otherwise would be.

The third point was that E.P.T. excluded incomes from voecations and pro-
fessions, and T felt that there was good justification for putting this tax on
profits and large incomes from vocations aud professions which were really the
direct result of the conditions prevailing in the country.

These were the considerations that prompted me to go in for B.P.T. in pre-
ference to E.P.T. Then I have not yet been told one thing. If industry
would really have to pay more for E.P.T. why should they be anxious to pay
more and not accept a lower tax?

Sri M, Ananthasayanam Ayyangar: They know the working.

The Honourable Mr, Liaquat Ali Khan: As far as the E.P.T., is concerned
let me tell my Honourable friend that, as I have said, it is very complicated.
But thix new tax is the easiest tax and it is very simple. I think even if I
were Tncome-Tux Officer T could manage it, and I have no doubt that every
Hounourable Member of this House will be able to ussess this tax much more
easily than if theyv had to go by all the rules and complicated methods of
the E.P.T. T ean gssure vou that there is no mischievous design behind this.
It is an easier tax to collect and easier tax to assess and as it is it will not
fall heavily on the industry.

Mr. Sasanka Sekhar Sanyal (Presidency  Division: Non-Muhammadan
tural): And easier to pay:

The Honourahle Mr. Liaquat Ali Khan: Tt is easier to pay because you
know beforehand what it would be that you would have to pay.

Then, Sir, there is another po'nt. My Honourable friend, Mr. Ayyangar,
did not seem to be very pleased with the concession that was made to Hindu
undivided family.

Sri M. Ananthasayanam Ayy&ngal" I said smaller men might have been
given greater exemption.
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The Honourable Mr. Liaquat Ali Khan: 1 can assure my Honourable friend

that nothing would have pleased me more than to raise the limit of exemption
from 2,500 to 3,000.

Sri M. Ananthasayanam Ayyangar: I *waut 5,000 for the Hindu Joint family.

The Honourable Mr. Liaquat Ali Khan: My Honourable friend wumts an
exemption of 3,000 from income-tax for the Hindu Joint family I think I dealt
with that poim when 1 was dealing with the amendinent of iy Honourable
friend, Pandit Bhargave, in connection with the Finance Bill. What I
suid was that this matter could not be decided in the form of amendment to
the Finance Bill, It concerned the whole of Income-tax law aud it could
only be considered when you were reanlly deciding or considering the amend--
ment of the Income-tax law.

Mr. Sasanka Sekhar Sanyal: Do (Government propose to bring in an amen-
ding Bill?

The Honourable Mr. Liaquat Ali Khan: The Government at present have
no such intention.

Sri R. Venkatasubba Reddiar (South Arcot cum (h'ngleput: Non-Muham:
madan Rural): Will they accept a non-official Bill?

The Honourable Mr. Liaquat Ali Khan: I do not know whether there was
any other point on which any Honourable Member wanted me to say some-
thing, but if I have missed any point and if Honourable Members are in doubb
about anv particular matter, I shall be glad to deal with it.

Sri M. Ananthasayanam Ayyangar: I wanted an Industries Fund.

Mr. Manu Subedar: There was a point, if I may remind the Honourable the-
Finance Member, with regard to reserves which were carried over for con-
Augration or some kind of catastrophe by Fire Insurance and Marine Insurance
companies and also such reserves which were kept by shipping companies—
whether these reserves could not get the benefit of ealculation for abatement
purposes? T will be satisfied if Govermment will examine this question in
due course. T do not want the Honourable the Finance Member to commit
himsell to any formula, but it is a hard case and it deserves consideration.

The Honourable Mr. Liaquat Ali Khan: I cannot say anything definitely
at this moment, but as the Bill is at preseut it provides that any reserves
which have paid tax will be considered as capital.  That really is the defini-
tion.

Dr. Zia Uddin Ahmad: [f this principle applies to companies, it should apply
to individuals also.

The Honourable Mr. Liaquat Ali Khan: I thought that as far as individuals
are concerned, in the cose of vocation and profession it is mostly the indivi-
dunl’s brain that mak:s an income and there cannot be any reserves which
have paid tax in a case of this kind.

Mr. President: The question is:

“That the Bill to impose a special tax on a certain class of income, as reported by the-
Select Committee. be taken into consideration.™

The motion was adopted.

Mr. President: We will now take up the Bill clause by clause.

Mr. Manu Subedar: Sir. I beg to move:

“That for part (a) of sub-cluuse (1) of clause 2 of the Bill, the following le substituted,
namely :

‘(a) in the case of a company, not being a company deemed for the purposes of
section 9 to be a firm, six per cent of the capital of the company on the first
day of the said period computed in accordance with Schedule II, or one lakh
of rupees, whichever is greater, or’.”’
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This is one of the concessions which the Honoursble the Finance Member
has given. It is something which every one in this House had urged in so
far as the absolute limit of 1 lakh would not cover cases of companies whose
capital exceceded certain large amounts. Sir, I do not wish to take up the
time of the House by saying anything more on this'point. Sir, T move.
Mr. President: Amendment moved: .

“'{‘hat for part (a) of sub-clause (1) of clause 2 of the Bill, the following he suhstituted,
namely :

‘(a) in the case of a company, not being a company deemed for the purpores of
section ® to be a firm, six per cent. of the capital of the company on the first
day of the maid period computed in accordance with Schedule 1I, or one lakh
of rupees, whichever is greater, or'.”’

Dr. Zia Uddin Ahmad: I just want to say only one thing an this amend-
ment. The effect of the amendment moved by my Honourable friend will
bhe that the Government will lose to the tune of 18 crores.

Mr. Manu Subedar: It will not be. 1 am sorry to have to contradict my
Honourable friend.

Dr. Zia Uddin Ahmad: The Honourable the Finance Member said that the
elfeet of both these amendments, which the Honourable Member is going 10
move, will be a loss of Rs. 18 crores. = My Honourable friend, Mr. Subedar,
ought to have suggested the way in which he would advise the Government
to meet this deficit. The effect of this will be double profit to the capitalist
and a great loss to the consumers unless a method is discovered to meet this
deficit of about 18 crores. It the Government moves it I do not mind, but
when it comes from a non-official Membher I would like to know from him
how he proposes to meet the deficit. '

Sri M. Ananthasayanam Ayyangar: With all respects to Dr. Zia Uddin, bhe
assuines that it is good. That the Bill as framed was exceedingly nice. But
it made no difference between one company and another. A man with a flat
rate of one lakh is given exemption. But it may apply to a company with
Rs. 20 lakhy or Rs. 5 crores. The mistake was corrected in the Select Com-
mittee.

Dr. Zia Uddin Ahmad: On a point of personal explanation.

Mr. President: Order, order.

Dr. Zia Uddin Ahmad: I am not talking on the merits of the case.

Sri M. Ananthasayanam Ayyangar: That is not by imposing an improper
obligation upon people. One lakh is s flat rate irrespective of the capital of
authorised companies. That is corrected by giving 6 or 5 per cent. or which:
ever ig greater. Therefore, it is not by imposing an unnecessary and im-
proper obligation that you must raise the finances of this Government. My
friend ha: been longer in the field with respect to finance and therefore he
in eollnboration with the Finance Member might think of other means.

Mr, President: Order, order.

The Honourable Mr, Liaquat Ali Khan: As I have already stated I accept
this amendment.

Mr. President: The question is:’

“That for part (a) of sub-clause (1) of clause 2 of the Bill, the following be substituted,
namely :

‘(a) in the case of a company, not being a company deemed for the wurposes of
section § to be a firm. six per cent. of the capital of the company on the first
day of the said period computed in accordance with Schedule TI. or one likh

1y

of rupees, whichever ir greater, or'.
The niotion was adopted.
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Pundit Thakur Das Bhargava (Ambala Division: Nop-Muhammadan): Sir,
I beg to move:
“That in part (1) (¢) of cluuse 2 of the Bill, after the word ‘family’, the words ‘trading
business’ be inserted.’ . '
1 have to submit few words about it. 1 moved at the time of the Finance
Bill tha: the Hindu undivided tamily should not be tuxed as such. I gave
all the reasons 1 could think of at the time. I do not want to repeat all
those arguments. But I want to add a few to them.

In the first place 1 stuted that the Hindu joint family is a social unit of
existence and therefore in a business tex the social unit should not be taxed.
1 would reter the Honourable the Finance Member to Chapter 9 of Hindu Law
of Dr., Gsur and he will find on page 468 a chapter known as The Trading
Joint Family. In the Hindu undivided family, there is a class called the
"Trading Joint Family' whose incidents are quite different from those of the
Hindu undivided family. Whereas the Hindu joint family is a social unit
of existence, the trading joint family is a trading unit. lIts incidents are
mainly those of partnership. In certain respects it differs from partnership
also. But where there is a conflict- it will appear from page 481 of Gaur’s
Law, section 148 that “‘in & conflict of rights and obligations arising under
the law of the joint family and the general law, the general law shall prevail.™
Here is a proper subject which can be taxed, the trading joint family. In
including the undivided Hindu family in this tax, a distinction is made be-
tween Hindus and others as .such. Therefore my submission is that there
is no reason why the rule of uniformity should be departed from specially
when there ig an institution skin to that of partnership. It is that instituticn
whieh should be taxed as & profit making concern.

Then again, Sir, the Honourable the Finance Member has just admitted
that the case of the undivided Hindu family as such is to be referred to the
Taxation linquiry Committee whenever it is set up. From that I conclude
that hs agrees with the previous Finance Members that the case of such
families require looking into. 1t follows that according to him and his prede-
cessors. it is doubtful if the Hindu undivided family should be taxed as such.
These being the premises, may I enquire that when the undivided Hindu famnily
is being taxed for the first titne in this business tax is it fair to tax it as such?
If the case is doubtful with regard to its liability to taxation and it is a fiscal
measuare, the doubt should go to the subject and not to the Crown. 'There-
fore even if it is taken that the casc of the undivided Hindu family is doubt-

ful for the purpose of income-tax, in the new tax the family should not be
taxed.

Apuart from that, since the exemption ig not the same as in the case of
individuals, it appears that the Members of the Select Committee themselves
have aceepted the principle that the individual stands on a different fooling
from the undivided Hipdu family as such. Now may I enquire if this is so
why have they fixed abatement at Rs. 2 Jakhs? TIs there any undivided Hindu
family in which the members are less than two? If they are more, then
it is o czse where the principle of equality of taxation has not been followed.
Therefore judged from whatever standard, the provision needs amendment.
Moreover the exchequer shall not lose u pie by this amendment because after
all, in cases of such families which will have an income of nore than two lakhs
of rupees, it is clear they can only be joint trading families and not others.
According to the strict definition of undivided Hindu family, it is a purely
socinl unit of existence and it is not necessary for any undivided Hindu family
to have any property at all. There may be no property at all and yet H. U.
family may exist. You will find at page 856 of Gour’s Law where it says:

.. As such, members have mutual rights and obligations with reference to it. But
while Hindu Law postulates and presumes the existence of joint family, it does not
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either postulate or presume the existence of joint family property, the result being that
where 8 member of a joint fumily sues another in respect of any property admittedly in
possession of the family, he starts with no ptesumption in his favour as to its jomtness.’

It is an admitted propusition of law thut the Hindu joint family need not
posscss any property. That being so, 1 fuil to understand why it is legul or
just or expedient to tax the Hindu joint family. '

1 submit that nothing is lost if this uinendment is accepted by the Honour-
able the Finance Member, because not a single® pie of the income will be lost,
but the principle of taxing the Hindu Joint Family will not be uccepted by
the House.

Wher: the Honourable the Finance Mewmber was replying in reguard to the
Finance Bill, ne said since the House accepted in 1989 the law which was then
enacted by the House, the House had accepted the principle of taxing the
undivided Hindu family. Therefore, it becomes ull the more necessary that
I should subiit for your consideration that this is u new tux and this question
shouid be examined afresh and rather seriously whether the Hindu undivided
fumily should be taxed or not. It appears to have been tauken as u postulate
that & Hindu undivided family is a proper subject for taxation; without taking
into consideration its incidents it is being taxed. I submit that when new
taxatious are going to be imposed the question should be gone into afresh.
Thig is the proper time, not when it is referred to the Taxation Enquiry Com-
mittee. Such cownmittee may submit its report after five years and in the
meantirre ull these persons who are wrongly assessed will be paying their taxes.
They may be poor people, labourers, who are getting, Rs. 30 or 40 pcer month
and their inconmeg are pooled together and mude taxable. 1 hope that this
amendi-ent would be accepted by the Honourable Member.

Mr. President: Amendment moved:
“That in part (1) (c) of clause 2 of the Bill, after the word ‘family’, the words ‘trading
business’ be inserted’.”’ )

The Honourable Mr. Liaquat Ali Khan: Sir, 1 am sorry I um unable to

aceept the wumendment but I would like to know how many poor Hindu un-
divided fumilies are there that make a profit of even one lukh n vear.

Pundit Thakur Das Bhargava: Therefore I ask you to accept the nmend-
ment.

The Honourable Mr. Liaquat All Khan: Now it is two lukhs a year. My
frimd brings in every time the case of those poor labourers who ure getting
Rs. 89, 40 or even Rs. 100 u month whose incomes are lumped together and
taxed. It must be a very lurge family to have an income of two lakhs, when
exch of its members is earning only Rs. 40 or 50 a month.

Prof, N. G. Ranga: Even then it must be income from business.

The Honourable Mr. Liaquat Ali Khan: Yes, apart from that, thig tax is
on business as defined in the Bill and if the Hindu undivided family carries
en business 1 do not see that there is anyv reason why it should escape tax and
why it should not pay the tax like any other person or firm. I am sorry, Sir,
1 cannot sccept this amendment,

Mr. President: The question is:
“That in part (1) (c) of clause 2 of the Bill, after the word ‘family’, the words ‘trading
business’ be inserted’.”

The motion was negatived.

Pundit Thakur Das Bhargava: Sir, 1 am not moving the next amendment
which .is practically the same as the one I had just moved.
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Lala Deshbandhu Gupta (Delhi: General): Sir, I beg to move:

“That in part (17) of clause 2 of the Bill, the following be added at the end, namely :

‘after deducting such amount not exceeding ten per cent. of the profits as the assessee
may devote to public charities, inciuding charities to research and educational

: institutions approved by the Governmént'’’

The object of my amendment is very limited and does not need much
oxplanation. At the time of the consideration of the Kinance Bill 1 had
appealed to the Finance Member to ruise the super-tax limit so that charities
may not be adversely affected. In proposing this smmendment I am only
suggesting that it should be made possible for business concerns and persons
who are charitubly minded to devote up to ten per cent. of their income to
charities. The effect of this wmendment if accepted—I hope the Honourable
Member will Le plessed to accept it—would be thut on a churity of Rs. 50,000
Government would be losing about Rs. 8,000. By losing s, 8,000 in tax
Govermuent would be inducing a donation of Rs. 50,000 10 such charities
as would be approved by Government. I think, Sir, it doex not need to be
emphasised that in all civilised countries, charities have pluyed a great vart
in furthering the various constructive activities of the nation. In fraining
his taxution proposals my Honourable friend has taken “hix cue mostly {rom
the U.8.A. and even there if iny Honournble friend will look up, he will find
that millions and millions of dollars are donated every yeur by charitably
minded persons and mosrt of the educationnl benefits and other amenitics
enjoved by the public are financed by such charities. This amendment is a
very modest ohe and I hope the Honourable the Finance Member will be
pleased to accept it. With these words, Sir, I move:

Mr, President: Amendment moved:

“That in part (17) of clause 2 of the Bill, the following be added at the end, namely :

‘after deducting such amount not exceeding ten per cent. of the profits as the assessee
may devote to public charities, including charities to research and educatjonal
institutions approved by the Government'.”

The Honourable Mr. Liaquat Ali Khan: I um sorry, Sir, T am unable to
accept tha amendment. If anyone is charitably inclined then he should pay
to charity after having paid the government tax: otherwise it would mean that
the charity is being paid by the Government and not by the person who
wants to spend some money for the good of his soul.

Mr, President: The question is:

“That in part (17) of clause 2 of the Bill, the following be added at the end, namely :

‘after deducting such amount not exceeding ten per cent. of the profits as the assessee
may devote to public charities, including charities to research and educational
institutions approved by the Government’.’

The motion was negatived
Mr. President: The question is:

“That. clause 2 as amended, stand part of the Bill.”

The motion was adopted.

Clause 2 as amended was ndded to the Bill.

Clauze 3 was added to the Bill,

Mr Manu Subedar: Sir. T move: -

“That in clause 4 cof the Bill, for the word ‘twenty-five’, the words ‘sixteen and two-
thirds® be substituted.”

T aad no intention to inake a long speech but my Honourable learned and
gallant friend Dr. Zia Uddin Ahmad............

The Honourable Mr. Liaguat Ali Khan: He is not here
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sMr. Maou Subedar: 1 have already paid my compliments to him and will
uot say whut more 1 wanted to say. He said that when we guggest altera-
tious and modifications we suould suggest also the ways and means of cover-
 ing the deficit. These alterations and modificationg in this particular case
which we have suggested hud the support of all sections and they have been
sccepted by Government. They are not controversial and therefore [ want
to say nothing more about it. But when we come to the Capital Gains Tex,
1 will indicate in what manner Government can make vp what they think
they lose. 1 do not want to tuke away or detract from the compliments which
1 have paid to the Honourable the Finance Member for having taken into
account all factors. He hag tried to recoucile the various tendencies and he
has ultimately fixed on this percentage and that i something in response, s
we all expected, to the wishes of the House and people outside. 'The question
is not as my honowruble friend Dr. Zisuddin supposed. It is a question of
how much burden industry can bear and in what manner. The House may
not be aware, but I have learnt this morning with very great apprehension
1p. that the call money rates in Bombay and Calcutta have gone up
: "™ to 2 per cent. as against } per cent. which was very difficult tc
realise fur a very lofig time, even for six months fixed. That is the dire indi-
cation. The importance or this cun be understood only by those who under-
stand finance. The indication 18 not at all good. There is a considerable
amount of apprehension and fear and two stock exchanges have been closed.
They tried to open them but they are unable to open them. They will in
due course open and we trust without serious crashes, more serious than the
failure of one large bank which I have already indicated, the position may be
improved. But this is a serious matter. 1f 1.may indicate to the House
for the sake of information these ure issues which require closer thinking into
and not the kind of superficial treatment which my Honourauble friend gives
to it. If 1 may say so, between now and the period when the Finance Minister
brought his Budget, as much as Rs. 400 crores worth of value—on paper 1
admit—have been written duwn. This much wealth with various individuais,
smull and big, has disappeared into thin air. My honourable friend has not
got that much or any substantial share out of it. What is the legitimate
burden which can be carried and what is the burden which will cause dire and
undesirable consequences is, as 1 have previously mentioned, extremely diffi-
cult to suy. 1 do not think any Member of this House should run away with
the feeling that this is an issue in which we are only making a debating point
or tryirg tu cocrce the Finance Member into giving away something which
more patriotic members of this House are mot willing that we should do. 1t
is a question of reconciling of factors. of considering the effect all-round, of
seeing the immrediate effect and the far-reaching eflect and of ultimately fixing
the burden where it should rightly belong. As I said before, the Honouraole
the Finance Minister has in this case actually taken into account all these
diverse factors and he has ultimately agreed to adopt this rate which gives a
relief to the assesseeg to the extent of about one-third of the rates which he
has proviously proposed. S8ir, T move this motion.

Mr. President: Amendment moved:
“That in olause 4 of the Bill, for the word ‘twenty-five’, the words ‘sixteen and two-
thirds’ be substituted.”

The Homourable Mr. Liaguat Ali Khan: Bir, I accept the amendment and
1 do not think I need say anything more about it.

Mr. President: The question is: .
“That in clause 4 of the Bill, for the word ‘twenty-five’, the words ‘sixteen and two-
thirds’ be substituted.”

The motion was adopted.
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Sir Cowasjee Jebangir: I beg to move:

“That in the Proviso to clause 4 of the Bill, after part (c) the following uwew part be
inserted namely :

‘(d) all profits from any business which, if it had been assessed, in respect of the
chargeable accounting period, under the provisions of the Excess Profits 'I'ax
Act, 1840, would not have been liable to pay any excess profits tax’.”

Sir, this brings us back to the comparison between the Excess Profits Tux
and the Business Profits Tax which is introduced. My Honourable friend the
Finance Member with his great shrewdness begun to suspect the advice yiven
to him that E.P.T. would be preferable to his prouposal of B.P.T. and tiia$
it was suggested notwithstanding the fact that it would bring in the su1a¢
amount a; he originally wanted. He rejected that advice because it came from
what he felt interested quarters and he thought that such advice could not have
been tendered unless there was some snug in it. Let me tell him candidly
that it is always preferable to accept the devil one knows than the devil one
does not know. There was no question of not giving him the amount; it vas
2 question of method. The method which he suggested was so unaccept ble
that even more was offered to him, but he would not have it. He gave
reasons for not accepting the extemsion of the E.P.T. and one of them -ris
that E.P.T. was unjust on & certain class of assessees. Whut 1 presume he
meant was that certain assessees had very low standard profite and there-
fore th2y paid a very high rate of E.P.T. while others may have had a very
high standard profit and naturally they paid less E.P.T. That must happen.
What is the standard profit? The stundard profit is the protit made in s
certain yeur before war broke out. Tt might happen that a company might
have made in that year very little profit while another might have mude a
decent profit. 1 do not see how that would act unjustly. It means that the
compan; was not able to make profits in pre-war time und made its profite
in war-time and another company was able to make a fair profit in pre-war
time and therefore the difference was nct so great in itz case.

But my amendment seeks to do away with another injustice. It is possi-
ble that there are many companies which, if the E.P.T. had been accepted,
would have paid ro E.P.T. Their profits for 1946-47 would have resulted in
no E.P.T. being paid. Then why should they pay E.P.T.? If E.P.T. was
so unfair to certain companies, 1 say spare those companies who would nnt
hrve paid E.P.T. but who have to pay B.P.T. That is the essenee of my
amendment. I hope 1 have made myself perfectly clear. Let me repeat it.
Certain companies, if I..P.T. had been accepted, would have paid no E.P.T.
but it is possible that they will pay B.P.T. T know what *he answer will be.
The answer will be that now that 6 per cent. s allowed on capital and 6 per
cent. on reaerves with qualificutions—in short T say 6 per cent. an reserves—
there will be very few companies which will pay this tax which would not have
paid E.P.T. That is not correet. T know of several instances where they
would not pay E.P.T. but will have to pay this tax. I am not going into
the details but T know of several such companies and to eontend that no .-om-
pany would psv thig tax which would not have paid E.P.T. is not a correct
contention. Iff the Honourable Member's arguments are correct, then he
must accept this amendment. It is a logical consequence. He savs that
B.P.T. i: fairer than E.P.T. He has adopted it because it is fairer. 1f there
are anv companies in which B.P.T. is not as fair a« F.P.T. then exclud-
those companies ard that is my amendment.

T put the Honourable Member to the test. T put him to the test nf his
own arguments. If his own arguments are correct, then logically T contend
he must accept my amendment. T do not want to take up more time. Maoxt
probably I know the fate of the amendment. However fair it may be, how-
ever logical it may be in consequence of his own arguments. I am afraid we
know the fate of it. Bus I would like to have a reply. T move it and T trast
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that the Honuurable Member will consider it favoursbly and not punish u

few ccrapanies—there may be many—which he never intended to punish.

Mr. President: 1 do not know whether I should speak out a difficulty
which 1 fecl. I was just wondering whether a prosperous company whic
iy not pay E.P.1. now will not get the double advantage of escaping this
tax a'so.

Sir Cowasjoc Jehangir: No, Sir. It will not be so.

Mr. President: Amendment moved:
“That in the Proviso to clause 4 of the Bill, after part (c) the following new part be

inserted namely :
‘(d) all profits from any business which, if it had been asseased, in ruﬂec

ct of the
chargeable accounting period, under the provisions of the Excess Profits Tax

Act, 1940, would nct have bren liable to pay any excess profits tax’.”

Mr. Mezau Subedar: May I understand, for the sake of understanding,
whethes my Honourable friend does not want to give the Government an option
that i those, caser. where the adoption of the E.P.T. standard would 1nake
the Government lose they could pay the B.P.T. standard but in other cases
let them adopt the E.P.T. standard?

Sir Cowasjee Jehangir: What I mean is that where a company would not
have paid E.P.T. if the E.P.T. Act had been extended to the year 1946-47,
it should not be made to* pay this tax and that is exactly how I have framed
it. You will see now it fits into the Bill and you will see what it means.

The Honourable Mr. Liaquat Ali Xhan: My Honourable friend Sir Cowusjee
Jehangir has tulked of logic. Here is a sporting offer. Iet the rate of tax
be 66 and 2/8 as in the case of E.P.T. on all the companies that come vnder
this Bill and 1 sbhall exclude those companies that were excluded from E.P.T.
You cannot have it both ways.

Sir Cowasjee Jehangir: What is the sporting offer?

The Honourable Mr. Liaquat Ali Khan: Let the rate of tux be 66 und 2,3
applicable to all those companies that come under this Bill and I shall exclude
from this tax those companies that were not liable to B.P.T.

Sir Oowasjee Jehangir: May I explain. It is just those cases I mean. I
mean those cowpanies that would not have been liable to E.P.T. at all,
whether it be 83 and 2/8 or 88. I want those companies excluded. That is
exuactly the meaning of my amendment.

The HonOurable Mr. Liaquat Ali Khan: I know that.” 1 was only talking
oi logic. There is one difference between these two forms of taxation which
secms to have escaped the notice of the Honourable Members. This is not
E.P.T. This is B.P.T. and that is why the rate of tax is so low ag 16 and 2/3.
Had it been E.P.T.. then the rate of tax would not be 16 and 2/8. It would
have been 66 and 2/8 or 50 per cent. or something like that. My friend Mr.
Joshi wants it at 100 per cent. That was so in England. Anyhow I rvegre:
I am not able to accept this amendment because I do not think that this tax
will fall very heavily on those companies, as the Bill is now before the House.

Mr. President: The question is:

“That in the Proviso to clause 4 of the Bill, after part (c) the following mew part be
ingserted namely :

‘(d) all profita from sny buainess which, if it had heen wssessed. in reanect of the
chargexbls accona period, under the provisions of the Excess Profits Tax
Act, 1940, would not have been liable to pay any excess profits tax'.”

The motion .wae negatived.
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Mr. President: The question is:

“That clause 4 as amended, stand part of the Bill,”

The motion was adopted.

(lause 4 as amended, was added to the BIl.

The Assembly then adjourncd for Lunch till Half Past Two of the Clock.

The Assembly reassembled after Lunch at Half Past Two of the Clock,
Mr. P'residert (The Honourable Mr. G. V. Mavalankar) in the Chair,

Mr, President: | find that so far as clauses 5 to 10 are concerned, there
are no amendments excepting those which stand in the names of Mr. Gole
and Mr. Jhunjhunwala. The amendments are that the particular clauses be
omitted. 1 am afraid they will not be in order. They can vote against {hc
oluuses. Do they want that all these clauses should be put separately?

Mr. P. B. Gole (Berar: Non-Muhammadan): No.

Mr, President: The question is:

“That clauses 5 to 10 stand part of the Bill.”

'I'ne motion was adopted.

Clauses 5 to 10 were sdded to the Bill.

(lause 11 was added to the Bill.

Sir Cowasjee Jehangir: Sir, I beg to move:

“'{‘hat. to sub-clause (3) of clause 12 of the Bill, the following proviso be added,
namely :

‘Provided that in the case of s firm engaged in the profession of solicitors or auditors,
each working partner shall be assessed individually in respect of his share of
the profits of the firm for the chargeable accounting period’."

As the Honourable the Finance Member explained, professions and avocutions
have been brought within the mischief of this Bill which were excluded from
the E.P.T. There are a few men in the professions, such as Barristers and
doctors, who make more than a lakh of rupees and they will have to pay this
tax. But may I point out to the Honourable Member that even in the case
of these men—DBarristers and doctors—who make more than a lakh of
rupees, they will also have to pay an extra super-tax which he has levied
under the Finance Bill ? So, they are mulcted twice—not only by this tax which
we are considering but also by the higher slabs in the super:tax. That is by
the way. Now, Sir, I am pleading for a class of professional men who
make no more today then they did before the war. There are many profes-
sional men in this House, lawyers and some of them may be auditors, and,
T think, they will confirm me when I say that due to war conditions these
men make no more today than they did before. The Hight Court, I admit,
has allowed their fees to be enhanced due to higher cost of living and also due to
the higher cost they have to incur to keep up staffs. Some of these men
who earn individually much less than a lakh of rupees will have to pay this
tax. Take some firms of solicitors, There are a number of firms all over
India where there are 8 or 9 partners and the share of each partner is much
less than a lakh of rupees. . But the income of the firm as a whole will be
more than 2 lakhs because thére are 8 or 9 partners in the firm. The tax
will be levied on over 2 lakhs and each of the partners will, therefore, get less
for their share than they would have on account of this Bill. I do not think
that is very fair. If there is a partnership of only two or three members,
they can get off cheap; they will not have to pay anything. But where
the partnerships are of 6 and 7 and where each member of the firm does not
expect to get more than Rs. 30,000 or Rs. 50,000 in the year after very hard
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work, each will have to pay. It is & hard case and I would like the Honour-
able the Finance Member to take such cuses into consideration. He won’t
lose much money. In fact, he will lose very little and he will be doing justice
to a very hard working class of men. The auditors, I can say with some
confidence, are getting no more today than they got before the war notwith-
standing the higher profits of companies. They are not paid on profits; they
are paid on the work they do. The'r fees huve boen enhanced lately due to
higher cost of keeping their staff. They have got to pay dear food allowance
and other allowances to their staff and thus their cost has been increased and
companies are very careful as to what they pay their auditors. It was due to
proof having been supplied to companies that the cost of aud'tars had gone
up by leaps and bounds due to war conditions that their fees have been slightly
increased. There are many firms of auditors with 8 or 7 partners who get a
fair living but nothing like a lakh of rupees and they will all fall within the
mischief of this Bill. May I point out that this particular amendment of
mine will if accepted be do'ng justice to a very useful class of professional men
in this country who otherwise will suffer. I have had representations from
this class and it is due to their representations that I moved this amendment.
I trust it will receive the sympathetic consideration of the Finance Member
and of this House. I have nothing further to say.

Mr. President: Amendment moved:

""I‘hu to sub-clause (3) of clause 12 of the Bill, the following proviso be added,
name:yv :

‘Provided that in the cuse of a firm engaged in the profession of solicitors or auditors,
each working partner sball he assessed individually in respect of his share of
the profits of the firm for the chargeable accoumting period’.”

The Honourable Mr. Liaquat Ali Xhan: Sir, as a matter of fact the Select
Committee has already made an amendment in the original Bill by allowing
abatement of Rs. 50,000 in case of each partner and the total not to exceed two
lakhs, in any case.

Sir Cowasjee Jehangir: That is the trouble.

The Honourable Mr. Liaquat Ali Xhan: That means that if there are four
partners, then there is no trouble because each will get Rs. 50,000. If there
are more than four partners, then the difficulty or the hardship which Sir
Cowasjee Jehangir mentioned may arise. But the point is th's, that for one
thing I do not think that the tax which has been levied now is a very heavy
one. Secondly, I do not agree with my Honourable friend Sir Cowasjee
Jehangir that these firms of auditors and solicitors have not benefitted on
account of the conditions prevailing in the country.  Their incomes have defi-
nitely gone up and I know of some firms of auditors where their profits are
something like 10 to 12 lakhs a year. Tt is a well known fact that these firms
of auditors are getting paid much better and are making more money than
what they did before the war. :

Sir Cowasjee Jehangir: Not in Bombay.

The Honourable Mr. Liaquat Ali Khan: It is natural because of increase of
work and the imposition of E.P.T. which has made the work of auditors more
complicated and for which they demand payment and are paid. I think the
provision made in the Bill is very fair and I do not think that any further con-
cessions are called for in this case. T am sorry, T cannot accept the amend-
ment of my Honourable friend.

Mr. Manu Subedar: May I get a little explanation on this topic. We all
sympathise with the point of view put forward by B8ir Cowasjee Jehangir.
There are cases where a partner is called a partner, but he is paid only Rs.
24,000 a year, and by means of such partners the total number may exceed
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four for whom provision is made in the two lakhs. What would be the effect
of leaving the law as it is? Would this little man be exempted by this or
would his income be cut proportionately ? . L

The Honourable Mr. Liaquat Al Khan: If they are partners, then their
profits ure taken into consideration as partners of the firm, but if they are
pevple who are paid salaries of Rs. 24,000 a year or whatever it is, well then
these salaries are deducted from the profits of the firm.

Mr. Manu Subedar: They have got the status of partners, they are not
salaried people, but their earnings are cut at the limit of Rs. 24,000. In that

sense he is my partner but his income will go up to only Rs. 24,000 and no
more.

The Honourable Mr. Liaquat Al Khan: T am sorry that they cannot have
it both ways. It they are partners, then they are liable to all the drawbacks
or handicaps of a partner. If they are paid servants, of the firn:, then of course
their salaries will be deducted from the profits of the firm.

Mr. President: The point seems to be like this. They are regular part-
ners, but under the terms of the partnership, there is a provision that they
will get one-sixth or one-tenth share, whatever it may be but net exceeding
Rs. 24,000 a year. T believe the Honourable Member has that in mind.
What will happen to those whose profits are limited to a certain extent though
they have got the status of a partner, but the share is sometimes so small.

The Honourable Mr. Liaquat Al Khan: This will not affect the contract
which this particular person has with the firm. Is it my Honourable friend’s
point whether in a case like that, Rs. 50,000 as abatement will be allowed or
not?

Mr. Manu Subedar: Rs. 50,000 is allowed, where there are four partners.
But supposing by means of such partners the total nuinber is increased to
six or seven, then this limit of Rs. 50,000 will not apply. This little man
will have to pay his share of profits, whereas he is prevented from sharing
fullv in the growth of the profits of the firm.

The Honourable Mr. Liaquat Ali Xhan: There is a limit of two lakhs and
if there are more than four partners, then naturally it cannot be helped. That
is all.

Mr. President: The question is:

“"l‘hat to sub-clause (3) of clause 12 of the Bill, the following proviso be added,
name.y

“Provided that in the case of s firm engaged in the profession of solicitors or anditors,
ench working partner shall be assessed individually in respect of his share of
the profits of the firm for the chargeable accounting period’.”

The motion was negatived.

Mr. President: The question is:

“That clause 12 stand part of the Bill ”

The motion was adopted.

Clause 12 was odded to the Bill. '

Clauseg 13 to 24 were added to the Bill.

Schedule T was #dded to the Bill.

Sir Oowasjee Jehangir: Sir T move:

“That in Schedule 1T to the Bill. after Rule 2. the following new Rule he inserted and
the subsequent Rule be re-numbered accordingly : i

‘3. Any premium realised by & company from the issue of any of its shares shall be
regerded as forming part of its paid-up capital for the purposes of Ru_]e 2"

Sir, the Honourable Member very kindly informed us that premiums on
shares would be a part of the capital. T should like to know under what pro-
vision this is. Rule 2 (1) of Schedule 1I says:

“Where ‘the company is ome 1o which clause -(a) of rnle 3 of Schedule I applies. its
capital shall be the sum of the amounts of its paid-up share capital and of its reserves in
%0 far as they have not been allowed in computing the profits of the company for the pur-
poses of the Indian Income-tax Acts, 1022."



2810 LRGISLATIVE ASSEMERLY [ 18T APRiL 1947
GSir Cowasjee Jehangir]
presume that what they miean is that the list two lines cover premiums
on shares; I should like to be perfectly clear on that. [ should like to know
what is meant by ‘‘profits of tht compuany for the purposes of the Indian
Income-tax Acts, 1922."° There is some doubt in the minds of people all over
India with regard to this clause and there should be no legal tangle left after
the Bill is passed. I am not a lawyer; I can only take the best advice T get,
and I have been approached from all parts of the country with regard to this
and T have been asked to get the point clear that premiums on shares will be
taken as capital. I need not go into the reasous why it should be so; the
point has been admitted, and it cannot be anything else.  Therefore I should
like to know how this covers the point T have raised in the amendment. And
if there is any doubt about it to the Honourable Members on the Treasury
Benches my amendment should be accepted because it inakes the pojnt clear.
The point is that even it the Honourable Member tells us that that is the in-
tention, if it is not borne out by the wording of the section we shall have
trouble.  No officer can challenge it and Government cannot help us. A
large number of companies will he affected and there should be no room for
doubt about thia.
Sir, T raove.
Mr. President: Amendment moved:
“That in Sc le II to the Bill, after Rule 2, the following new Rule be inserted and
the subsequent be re-numbered accordingly : :
‘3. Any premium realised by a company from the issue of any «f its sharcs shall be
regarded as forming part of ils paid-up capital for the purposes of Rule 2’.’
©  Mr. 0. W. Ayers (Government of India: Nomiaated Official): Sir, the "vhole
point made by my Honourable friend Sir Cowasjee Jehangir ix that in regard
to the premium on share capital. When shares are so issued, the whole price
of the issue must go on the asset side of the halance-sheet, and there musté
be a corresponding entry on the liability side of the balance-sheet. On the left
of the balance sheet vou will have the amount of the share capital issued
which will account for a part, but you have got left the premium, and in
order to make vour balance-sheet balance vou must anter on the liability side
of the balance-sheet the amount of this premium. 8o far so good; it isx a
reserve and so it comes within this rule.

Sir Cowasjee Jehangir: Tt is a reserve that has not been taxed.

Mr. 0. W. Ayers: T am coming to that. Now s question was asked a8
to the relevance of the later words of rule 2(1),—'‘reserves in so far as they
have not been allowed in computing the profits of the company’’ for income-
tax purposes. The whole point of that is that all reserves of a nature which
might be allowed for income-tax purposes shall be brought into capital com-
putation so far as it is fair to do s0.  For example, a reserve is made for bad
and doubtful debts a liberal reserve to cover all possible liabilities and perhaps
more. The Income-tax Officer examines the case and says, ‘‘Only one-half
of this reserve is properly required for the liabilities here and now existing;
the other half T do not allow.””  That other half that has not bheen allowed
as a deduction in computing income-tax profitse will be brought into capital
computation under this rule. The same with stock reserves, deprecintion re-
serves. etc. Jf vou can afford to carry a lot more to dspreciation reserve
than is necessary, the surplus is reserve that has not been allowed and it will
go into capital. The reserve built up by applying the proceeds of issuc of
shares at a premium cannot possibly have been allowed for income-tax pur-
poses and therefore automatically it will come in within rule 2(1). T there-
fore submit that the amendment is quite unnecesary.

Mr. Manu Subedar: Bir, I should like to supporé the point made by my
Honourable friend 8ir Cowasjee Jehangir. -There has been such a plethora
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of income-tax advisers and such a large number of law cases take place
through uncertainty of the wording used by the Act that it #eems to me very
necessary that the language used should not be capable of all the doubts raised,
as my Honourable fricnd said, from all corners of Tndia. The explanation
that my Honourable friend Mr. Ayers huvs.giveu is quite clear but it is not
quite satisfactory to me. I raised the point yesterday and I raise it again;
what will happen to the catastrophic and conflugration reserves which a
company may set aside? If the Income-tax Officer allows this as o legiti-
mate part of the business of that particular concern it is not included in the
capital; if he does not allow it then it is included in the capital. Tt seems
to be a topsy-turvy picture. How can the Tncome-Tax Officer judge the
amount of risk and danger that I am running in the business that T am con-
ducting? How am T to convince thin gentleman that this is a very necessary
provigion which I am making? And if T make this provision and carry a
reserve under this head will it or will it not be included? According to the
explanation given by my Honourable friend it should be excluyded? T raised
this point yesterday anz T specificallv requested that this point should be
accepted by Government. My Honourable friend may resolve my doubis in
this matter. Am I correct that coaflagration and eatastrophic reserves
curried by fire and marine insurance commpanics will be reckoned under eapitad
for the purpose of this Schedule? ) .

Mr. O. W. Ayers: The position is exactly as T expla‘ned in connection wit
bad debts and other reserves. Reserves for future losscs made by Fire and
other Insurance Companies 8o far ag they have been allowed as a deduction in
computing profits are not reserves to be included in capital. But if the
reserves are greater than the amount allowed for income-tax purposes to

5P M meéet these contingencies then that excess will be reckoned »: &

*7 7" reserve within sub-rule (1) of rule 2.

Mr. Manu Subedar: These reserves even under these names  would he
allowed?

Mr. O. W. Ayers: Ycs, in so far as they exceed the limit  allowable theg
wonld rank as capital.

Mr. Manu Subedar: 1 feel, with regard to the question of premium which
my Honourable friend has raised. that it is true. as my Honourable friend
AMv. Ayers has said, that premia received cannot possiblv come in for allowance,
and therefore being outside the allowance madc by the Income-tax Officer
they must necessarily he included in the definition of cap'tal as given here.
But this is all an inference.  May T know what is the difficulty and what is
the objection of Government to putting in clear words what they mean and
what we mean and on which there is no difference. 1f the Honourable the
Finance Member feels that the particular wording which my Honourable
friend has used ought not to be there, will he accept some kind of explanation
go'ng into this Schedule so as to make this verv difficult point clear. T say
it is difficult becausec we have been trying to <tudy this Aet very carefully
and as T said in another place the man who drafted some of these clauses
should get a Gold Medel, and I still say it. Is there any objection to kelping
the public who will be concerned with the provisions of this Bill, to throwing
in an explanation of this in bracket, or to issuing a press note promptly to
make the specific kinds of reserves clear. They have been mentioned in the
debate in this House and Government have given us explanations.and they
have said that they include catastrophic and conflagration reserves, premium
reserves, and E.P.T. deposits coming back. Ts there any objection why
either my Honourable friend’s amendment should not be accepted, or if
that cannot be accepted, why an cxplanation cannot be thrgwn in the body
of this Schedule, and if that cannot be done, may I ask whether Governmen}
could not issue a press note to make this position clear beyond doubt for the
guidance of the public?
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Mr. P, J. Qritfiths (Assam: European): I should like to support Sir
Cowasjee Jehangir's amendinent. [ agrce what Mr. Ayers says is un-
doubtedly the correct interpretation of the Bill. What is clear to me and is
clear to us may not be so clear to subordinate Income-tax officers. We can
sfford no ambiguity in this matter, and I sugget first and foremost it would be
right and wise to accept this amendnient. I Government cannot do that, a#
least firm executive instructions together with a press note should be issued
to make clear that what Mr. Ayers has sa’d is Government's intention, and
it is their firm intention regarding the interpretation of this Act. But better
still would be to accept this aruendment which can do no harm in so far as it
conforms with the wishes of the Government.

Mr. Shavax A. Lal (Government of india: Nominated Official): The dith-
culty in the way of accepting the mncndment would obviously be this: There
is & comprehensive formula in the Bill and if a special case is provided for
by way of an explanation that will throw doubt on the construction of that for-
mula and difficullies may arise in othor cases where that formula is to be in-
terpreted.  As you will rcalize explinatory provisions do more harm than
good because the interpretation of other provisions of the Bill will be thrown
open to doubt. The formula itself is very clear. All that has to be shown
is whether a particular itemn lras been allowed for in computing the profits of
the company and that is always very clear. In the assessment proceedings
it will always be obviou: what has been allowed for in computing the profite
and what has not been allowed for in computing the profits. That is a plain
fact which is obvious to every Income-tax Officer and to assessee himself.
More than that it iz no: nccessary to say. The queston of interpretation
would arise in the case of premium or in relation to some other item and if
we have to provide an explanation in respect of one we shall have to provide
explanations in respect of ull of them. That will be the difficulty in the way
of accepting an amendment of this kind. :

Mr. Manu Subedar: May I get an explsnation from the offic’al side on
one point? What is allowed for comes in when an assessee’s account comes
before the Income-tax Department ‘in due course’, and that ‘due course’ is
somet.mes 18 months and in the meanwhile the party may have put in the
reserves of the kind or he may have acquired premium money and the trans-
actions may be over. By the time the accounte are written and by the time
the quesion of assessment comes up there i sometimes a period of 18 months,
and I fear, notwithstanding what my Honourable friend Mr. Lal says, that
it would be necessary in some manner—not perhaps in the manner of getting
vne specific point of reserve excluded—to give explanation to the public as to
what is meant by this, because between the process of allowing and actual
setting aside of funds there is a time gap of something like 18 months. In
my opinion—that is not covered, and therefore it will cause endless confusion
to assessees, and we would request the Government either to put in an ex-
planation here, or by other methods, namely a press notes and instructions
in" the. income-tax manual which will be read clearly by anybody. T think
in some manner this must be provided.

Sit. N. V. Gadgil: Instead of putting it as a sepurate rule, the same word--
ing can be insorted between the word ‘capital’ and ‘and’. Tt will read thus:
‘“Where the company is one to which clause (a) of rule 3 of Schedule 1 applies, its capital

shall Le the sum of the amounts of its paid-up share capital including any premium on
shuree realized hy a company from the issne of any its shares. . ... .. etc., etc.'

That will ayoid the possibility raised by my Honouralbe friend, Mr. Lal.
Mr. President: 1 might point out the difficulty which has struck me.
The resl point seems to me whether the word ‘reserves’ covers premiums, and
looking to the ordinary associations with the word ‘reserves’, it is open to argu-
ments that premia is something different from ‘‘reserves.’’ The clause reads
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‘. . .and of its reserves in so far as they have not been allowed in comput'ng
the profits of the company for the purposes of the Indian Income-tax Acts,
1922°. This contemylates reserves built up gut of the profits.

Mr. C. W. Ayers: That is so.

Mr. President: Then, this expression ‘‘reserves’’ which can be allowed in
computing the profits of the company includes bad debt reserves. and other
reserves.  Does the word ‘research’ cover Premium?

Mr. 0. W. Ayers: It covers.
Sir Cowasjee Jehangir: What is the objection to accepting our wuggestion?

The Honourable Mr. Liaquat Ali Xban: | think the position has been made
clear and my honourable friend, Mr. Griffiths has said that he fully under-
stands and the meaning is quite clear. But there seems to be some doubt
that it is possible that some of the Income-tax Officers may not be so clear
in their minds regarding this particular matter as our experts or my Honourable
fr'end, Mr. Griffiths is. I can tell the Houre that the Government will issue
very clear instructions to all the Income-tax officers not only with regard to
this particular matter, but with regard to the working of the whole Act, and
1 think that should meet the requirements of the Honourable Members and
I personally have no reason to doubt that the interpretation which has been
given on the floor of the House will not be ndhered to by the Income-tax
officers.

Sir Oowasjee Jehangir: What is the objection to Mr. Gadgil’s suggestion ?

Mr. Shavax A. Lal: It is merely changing the form of the amendments.
But the comprehensive formula will still be altered.

Sit. N. V. Gadgil: Put it after the word ‘‘capital’’.

Mr. President: T am not still out of my difficulfy. 1 cannot get out of
the feeling that the word ‘‘reserves’’ does imply a relation to the profits of
the company, though they may be earmarked differently. Bad debts -will
also be from the profits.  The depreciation reserves will also be from the
profits of the company and any other reserve which the company puts as'de
will be from the profite of the company. 8o I cannot dissociate the profits
of the company from the word ‘‘reserves’’, and ‘‘premium’’ having nothing
to do with the profits of the company is possibly likely to be interpreted diffe-
rentlv. Tt could not be a proper subject matter to be included in the
“‘reserve’’ looking to the sequence and the context in which the word ‘‘reser-

ver’’ appears in these two lines. That is my difficulty.

Sir John Sheehy (Government of India: Nominated Official): T do uet
think an accountant would find any difficulty.

. Mr. President: T am arguing as a lawyer. I do not know the accountant’s
Language:

Mr. P. J. Gritfiths: Several accountants have found d'fficulty in interpreting

this. The objection of Mr. Shavax T.al was a verv  valuable

objection as regards Sir Cowasjee Jehangir’s amendment. But is there any
objection to Mr. Gadgil’s amendment which leaves the matter clear?

Mr. President: 1t will then read: ““.................. forming part of its paid-up
sliare capital inclusive of premium and all its reserves.”

Mr, P. J. Griffiths: Make us happy once!

The Honourable Mr. Liaquat All Xhan: My honourable friend, Sir Cowasjee
Jehangir has put up a very—shall I say—strenuous and continuous fight aga nst
this measure and to show that he is not fighting a lost cause, altogether, I
am willing to accept his amendment.
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Mr. Presidant: What will be the wording then?
Sir John Bheehy: It would let out the premium which is paid out us a

dividend. The amendment deals with the premium that is real’'sed. Tt does
not provide that it must be kept in the business.

Mr. President: That is how I understood the Honourable the Finance
l‘.\[e_mber, when he first sa’d that the premiutn is ite reserve emploved in the
usiness.

The Honourable Mr. Liaquat Ali Xhan: That is right:

Mr. Shavex A. Lal: We will settle the form later on.

Sir Cowasjee Jehangir: You want to add after the word ‘“‘shares’ the words
‘‘employed in the business ?"’

Mr. President: I will keep over the schedule just for the present. Th's will
give him a couple of minutes more. I will put clause 1.

The question is:

“That Clause 1 stand part of the Bill.”

The motion was adopted.

Clause 1 was added to the Bill.

Mr. Pregident: The question is:

“That the Title and the Preamble stand part of the Bill.”

The motion was adopted.

The Title and the Preamble were added to the Bill.

8ir John Sheehy: This amendment of Sir Cowasjee Jehangir's we have in-
cluded in this way, though we have done it in a hurry: namely!

“Any premium realised by a company from the issue of any of its shares so long as it is
retained in the business shall* be regarded as forming part of its paid up capital for the
purposes of rule 2.”

Mr. Manu Subedar: That only applies to the premium part of the reserve.
Tt does not apply to any other part.

Mr. Shavax A. Lal: No.

Mr. Preaident: He is accepting the amendment as put in by Sir Cowasjee
Jehangir. It will be Rule 8 and the next Rule will be Rule 4. Shall T pud
it to the House in this amended forin?

Sir Oowasjee Jehangir: [ um quite agreesble. I thank the Honourable -
the Finance Member.  Will you put it to the House?

Mr. Pregident: Before he hus t'me to reconsider it! The mmendment is:

“That in Schedule II to the Bill. after Rule 2, the following new rule be inserted and
the subsequent rule be re-numbered accordingly : :

‘3. Any premium realised by a company from the issue of any of its shares. so long
as it is retained in the husiness shall be regarded as forming part of its paid-
up capital for the purposes of rale 2.

Sir John Sheehy:

“Any premium realised by a company from the issue of any of its shares, so long as such
premium is retained in the business. . . . . . ?

Mr. President: T will put in the minended form.  The question is:

“That in Schedule II to the Bill, after Rule 2. the following new rule he inwerted and
the subsequent rule he re-numbered accordingly :

‘3. Any premium realised by & company from the issue of any of its shares. so long
as such premium is retained in tho husiness shall he regarded ar forming part
of its paid-up capital for the purposes of Rale 2'.”

The motion was adopted.
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Mr. President: The question is:

“That Schedule 11 ss amended, stand part of the Bill.’’
The motion was adopted. R
Schedule IT was added to the Bill.

The Honourable Mr. Liaguat Al Xhan: Sir, I beg to move:

“That the Bill as amended, be passed.”
Sir. I do not propose to make any specch and [ hope that I have at last suc-
ceeded in satisfving my Honourable friend 8ir Cowasjee Jehangir and he would
agree with me now that the Bill would be so injurious to industry as he
imagined it to be.

Mr. President: Motion moved:
“That the Bill as amended, be passed.”

Sir Oowasjes Jehangir: Sir. I have to thank the Honourable the I'inance
Member for the concession he has made in this Bill and T trust that he will
agrec that the agitation that was put up against the proposal was not agitation
against him or any cause he has at heart but against the provisions of a Bill
which we felt were injurious to trade and industry. I have already explained
that industries are prepared to pay their proper share to the Government tre:-
sury and T trust he is now assured of the bona fides of industrial concerns in
India.

Mr. P. J. Grittiths: Sir, I would like to join with my Honourable friend
Sir Cowasjee Jehangir in thanking the Honourable the Finance Member for
the very reasonable spirit in which he has met our objection. In my case of
course there was no agitation but only reasonable objection but as the Finance
Member met those objections helpfully and in an understanding spirit we:
much appreciate the improvement he has made in the Bill.

~ Prof. N. G. Ranga: Sir, I wish to congratulate the Honourable the
Finance Member on the success he has achieved in getting this Bill passed.
T am extremnely anxious that he as well as the Interim Government as a whole
shou'd take steps during the next year to see that the business community
will not be able to play as many pranks as it has done ever since this Bill
was published. Sir, it came indeed as n sort of shock to me when the Finance
Member himself said that the share markets had closed and this morning we
were told by Mr. Manu Subedar that some of the share markets will eontinue
to be closed and prices have been written down to the extent of 300 crores
or even more. It all sreems to he some sort of magic to which only the capi-
talists seem to have the kev. Whenever they want they simply write ib
down and when they want it. thev write it up.  There =eems to be something
wrong with the business community. My Honourable friend just now assured
us that they are anxious o cooperate with the Government but I am afraid
that they have got all that they wanted and perhaps much more than thev
had hoped for by their non-cooperation and T do not know whether they will
really cooperate as heartily as some of their advocates here seem to assure
the House. If they had been cooperating with the Central Board of Revibnue
there would not be as much arrears and evasions and tax-dodging, (Sir
Cowasjee Jehangir: It is the fault of the Central Board of Revenue). 1t is
not only the fault of the Central Board of Revenue, however angry T may be
with it, but it must be due to the non-cooperating spirit and evasiveness of
many of our own people at the top. Therefore it is high time that my Honou-
rable friend takes the ecarliest steps to inquire into the way in which the
business community carriers on its propoganda and functions as a sort of class
in this country in order to be better able to come and face this House with his
taxation proposals, so that theyv mayv have a better reception than the present.
Bill has received.
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Sir, 1 wish to dissociate myself from sentiment expressed by some
deople that whenever you think of imposing fresh taxation you should try to
unpose it as much ou the poor as on the rich. I cannot agree with that.
Next year it is quite possible that more taxes will have to be imposed but
on whom should they be imposed. So I wish to congratulate my Honourable
friend for having had the courage to come before this House and say ‘‘I want
so much more money and I am going to collect it only trori the r.ch peopls
and not from the poor.”” 1 am extremely glad also that when I suggested that
he should remove some other tax, like the one on betel nut, he said that it
would be his purpose to try to relieve the poor of as much of their tax
‘burden as possible. I welcome that assurance and I hope he will see to it
and also that the Interim Government will see to it that next time, when my
Honourable friend is faced with another deficit (which God forbid) he would
be coming before this House with proposals for the imposition of fresh taxa-
tion upon the rich people and not on the poor. He should try to impose
-either this tax or some other tax on the rich people and see that they are not
able to carry on a successful campaign as they have done on this occasion.
My Honourable friend has takeu care to say that this taxation is being imposed
only for this year and he has evaded giving any sort of assurance that the
tax will be continued next year also. I sincerely hope that this Government
as well as its successors will find this tax to be a convenient one, they will retain
it and collect not only the 16 2/38 per cent. but much more out of the surplus
profits which the business community has made. Wherefrom all thesc
business profits have been dcrived? These gentlenen seem to think that it
is being derived from the one or two hundred thousand capitalists of this
-country. These people are only at the top of the community drawing. from
every service and section of society the surplus value that is being produced
by peasants and workers. They get a sort of cream at the top. My Honourable
friend Sir Cowasjee Jehangir was saying that they are sacrificing with their
blood and toil and suffering, But it is not my Honourable friends who are
sacrificing bleeding and toiling. It is the peasants and workers.  Therefore
the more you take off at the top the better it will be for the nation, provided
(it is a very important provizo and that is where my Honourable friend has nos
satisfied me) he is going to utilise that money in order to raise not only the
‘taxable capacity but algo the producing capacity and purchasing capacity of
the masses of India. B8ir, I am very glad to be able to support this Biil.

Mr, Manu Subedar: Sir, it speaks very highly for the broadmindedness of
the Honourable the Finance Member, because ever since his proposals csme
before the B8elect Committee and elsewhere there have been  eriti-
cisms, we have all put forward our points of view and suggestions
for improving the provisions_of this Bill, hut he has taken it all
so firmly and good humouredly and he has tried to meet as far as
it was possible for him to meet our objections and suggestions. T
would only very briefly mention some of the points which have laid
before him and for which there is nc provision in the Bill, that is with reference
‘to enterprises like banking, investment trust, utility companies, fire and marine
insurance compabies and shipping companies. These are highly spcialised
types of enterprises. Any country in the world would be proud of having enter-
prises of this type started and run with efficiency within its borders. It is
a test of civilisation that those who can plan and run these enterprises are
advanced and those communities that are unable to run enterprises of this
kind are backward. T am sure the Honourable the Finance Minister shares
with me the outlook by which we feel that nothing should be done which will
unnecessarily check the growth of enterprises of this kind. I feel that the
Finance Department should have examined the full eftects of such a levy
with regard to every type of enterprise and that some of the enterprises mus{
realise exactly how under different clauses they will come in. .Therefore 1
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appeal to the Honourable the JIinance Minister to bear in mind and to give
instructions to the Department that when issues relating to enterprises of this
kind come on the sceme—such for instance as public utility companies—that
they will not go by the letter of the Act but that they will bring them up to
him for directions, showing clearly what i% the principie involved.

We had a little while ago a clear discussion on some of the sections. This
House, according to me, possesses some men with very clear acumen the like
of whom you may not find in this country. Similarly we had the highest
incume-tax authority collectively uear us, and between us we had difficulty
in the interpretation of one of these clauses. Can it not be then that when
account of a particular type, events of a particular category, come on ihe
scene, a situation may arise which might not have_been foreseen at all on the-
side of the assessee or on the side of the Government; and should such a
condition arise in respect of any class or category of enterprises or assessees,
may I not request that the Honourable the Finance Minister will give instruc-
tions to the Department not to deal with them by a rule of thumb or by the
letter of the law but to bring up every new type of case right at the top and
get clear instructions thereon.

Then my Honourable friend Prof. Rungn said that businessinen and Go-
vernment do not understand each other. It is true that except Dr. Matihai
who had been for a short period—in a very peculiar way—in the Directorate
of one of the biggest business firms in this country, there is no businessman
on the Treasury Benches. This is in one sense a misfortune. It is extremeyy
necessary in my opinion that if Government do not include businessmen
amongst them they must at least keep constant touch with people who under-
stand these problemis.  Their oific’als who are isoluted from business ex.ept
when they meet them as tax-gatherers have 1o more experience of busines:
than when they order two suits and three shirts. That is all the business
transaction that some of the officials have had. It is an extremely difficuit
position and we deplore it. I am not speaking with any had feeling about it bu:
I deplore the lack of understanding between those who are conducting enter-
prises in this countrv  and the permanent officials of Government as well a<
the T'reasury Bench. I deplore that this lack of understanding should be as
great as was disclosed by the discussion of this Bill and I do feel that something
should be done in the future to secure a closer understanding. '

Sir. the Honourable the Finance Minister pleaded for the co-operation of
the tax-paying community. I endorse that appeal. It is the public duty
of all of us to help the Government which is our Government now in the task
of coljecting the taxes. It is the duty of every citizen in this country to
place the information in his hand at the disposal of the Government in order:
that anybody who is trying to evade may be caught. Nobody ought to sym-
pathise with the evadicrs because the bona fide taxpayers have to pay that
much more. Such an appeal could get response from the bus‘ness communitv
only if the business community felt that their problems were sympathetically
considered and understood. In their furn Government could very easily ask
the business community ‘Government has to be carried on; money has to-
come; if you don’t like my suggestion put up an alternative’. I don't wish
to detain the House longer but this is a topic in which I do feel that on both
sides there is considerible room for improvement, and 1 muks an eppeal to-
both sides that the imporvement should come about.

I have pleaded in the course of my remarks that in one matter at all’
events, in the companv taxation. the rates are alleged to be higher in this
country in certain reaches of capital construction than in the United Kingdoin
and I made the request that the public should be given the benefit of these
comparisons so that this thing, if it is a misapprehension, should go and if it
is not a misapprehension it is for Government to consider whether enterpriscs
in this country can bear taxation at the same rate as in the United Kingdom..
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1 also made the suggestion, which 1 reiterate and on which 1 should be
wory happy if the Finance Minister will give some kind of assuranee to this
House, about the system of refunds. When the refunds started originally
it was 24 pies in the rupee. Now it is 84 pies. There are a good many
persous wao are not paywug 84 pres in the rupee, they are not puying even
60 pies which is being taxed. There is a large number of them. That vlix
nuruber wus very large came from the IMinance Minister h.mself the oth:r day
when he said ‘From these rich men I am only taking Rs. 2§ crores as super-
tax. What are they grumbling about? How can they say the industry will
sutfer? 218 crores of rupees capital applications were made and the bulk of
the money will come from the small man. - I agree. Similarly the S8hareholders
Association say that the number of small Shareholders runs into mil-
lions. If that is so, are not these small men for whom he has professed
svinpathy peualised uuder the present rules of refund and whose penalty
becornes very much greater because of ths tax now levied. The poor
beggar gets only refund in respect of 5 annas as against, may be, the taxation
of 9 annas in any company. Therefore I would request the Finance Minister
to consider whether the whole system of refund cannot be re-examuned symya-
thetically so that those to whom you intend to give relief let them have reliof
and those whom you intend to strike let them be struck.

My Honourable triend Prof. Ranga guve u dose of socialism to the Honou-
rable the Finance Minister. He was speaking at the Honourable the Finance
Minister, pointing out ‘Don’t take any notice of these businessmen. Even
if you want money next year, don't worry. XKeep this up’. I hope that the
interchange of socia'ism between one great socialict at this end and the other
at the other (treasury) end will bear some fruit.

Sir, I support this motion.

Khwajs Nazimuddin (Burdwan and Presidency Divisions, Muhsmmadan
Rural): Sir, let me join in the praise and congratulation that is being showered
on the Honourable the Finance Member. I find it is really a great achieve-
ment that he has gone over to the cause of socialism with Prof. Ranga or
rather he has got him back again. In that case one must wonder how this
transformation has come about him. It must be that the great tact and
accommodating spirit shown by the Finance Member that has worked miracles.
But 1 do bope that this Bill will result in the development of iudustrier and
not in their curtailment as was apprehended at first and I hope the industria-
lists and the capitalists will now take steps to see that this depression in the
stock exehange and share market goes. It is I think in their power to remove
the 1rusp.chensions that was caused. I think that the revival w 1 come in th
stock exchange after the session is over and when all the Bi'ls have been
pussed. ‘They still hope that if this thing is kept they may get scme more con
cessions. I now trust that the rest of the Bills will get the support of the
House as this one hus received.

Sjt. N. V. Gadgll: T want to impress on the attention of the Fira ce Mem-
ber certain implications which I draw from the discussion that took place iu
the course of the last four weeks. I am told that if a tiger is wounded he is
more vitious than when he is killed. I have no doubt that whatever the
advocates of capitalism may say here they know what things are now pre-
pared for them and I have great doubt whether they will co-operate with the
Government in further industrislisation of this country. I have heard many
of them offering their intelligence, their patriotism, their co-operation but the
way they have behaved in the course of the last four weeks has just shown to
us as nothing else has done in the last so many years that the Indian society
today consists of two nhations, the few upper whom I call the ‘haves’ and the
many and multifarious—the have-nots. This discussion has been successful
in lithing partly the curtain bebind which these two nations—not the two
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nations, the Hindus and Muslims—which is wrong but the huves and have
nots uare coming to real grips. lIn the name of the poor and teermung mulions
of this country, 1 request the Honourable the Finance Member thut trom now
till the next year he or whosoever may be iy his place should leave no chunce
but in the course of these 865 days come out with & ready made plan for the
industrialisation of this country, becuuse on that depends employment and ou
employmeut depends pedce and order in this country. 1 am told that on the
28th Iebruary the smile became conspicuous by its absence but | huve noticed
now both in the Furopean Group and on the fuces of some of us here that the
smile is gradually returning. That only shows that the Finance Member has
been more kind than cousiderate. This being a new tax, 1 would rather lLike
himm to move very cautiously, because the implications of u new tax ure very
difficult to assess. They uare very precarious. 'l'herefore 1 do not wunt tc
blame him for being more kind than considerate. My friend Mr. Subedur
said the other day that the business community felt just like the man thrown
froms the balcouy. 1 have a saying, Mr. President, in my language, 1 should
say in our language because you und I speak the same language, that a cat
muay be thrown from any beight and it always comes down on its legs and
never gets its body injured. 1 would liken the capitalist to this animal. They
have been thrown out, not consciously but you have seen that although they
were thrown out from 25, they have safely landed on 16§. I want to urge
again that I stand for gradualness because it is inevitable in the comtext of
circumstances today but 1 will not forgive the Honourable the Finance Mem-
ber if this time next year he merely repeats the muanner and method of taxa-
tion without making any plan. That will be disastrous.

At the sume time I want to appeal to the advocates of capitalism who if
they had been half enthusiastic about industry they would have certainly done
full justice to the country. I also appeal to them in spite of my firm belief
that this appeal will cut no ice. In the course of the last six years you have
helped a foreign government by paying ull sorts of taxes. You hLave not
helped the national movement. All your talk about helping the national
movement is moonshine. 1 can speak for my province. What you have done
is to see that your pockets are full. You have kept ny cou'ntrymen half
naked. You have kept my countrymen in dire need of essential things. You
have helped the Government that was dead against Tndia's aspirations. I am
prepared to forget that, provided you pluy the game. 1 do not want Ind'a to
be in the hands of these money barons. 1 want them to work for the toiling
millions and not for the benefit of the few upper thousands or 1200 whatever
their number may be. If thev play the game, well and good. They should
harness their energy and talent to help the Government which is national in
personnel and spirit. But if they don’t play the game und the Finance Mem-
ber allows things to drift on for another year, he will be playing their game and
not doing us any justice. Therefore in the end I urge on the consideration of
the Finance Member that from now onwards be must be ready witk a plan so
that he can put it into execution before the next vear is out.

Miss Maniben Kara (Nominated: Non-Official): This is the third reading of
the Bill. T1he Finance Member has been showered upon with congratulations
from all sections of this House. T would have certainly joined in congratula-
ting him had he stuck to his original proposals and not héve accepted the huge
deficit of 18 crores. When we are at the last stage of the Bill once again the
terms of socialist language have found expression in this House. People have
talked about nationalisation of industries and given all sorts of warning to the
Honourable the Finance Member and said—‘‘remember next time before you
dare bring such a Bill you have also to nationalise industries.”” I would give
a wurniug to you and say—'‘remember that when you rext consider a Bill
like this, don't produce minutes of dissent.”’ The nationalisation of the air
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services Resolution was brought before this House by my Honourable friend
Sardar Mangal Bingh. At that time he was compelled to withdraw his Reso-
lution. Even today those who talked in the name of the poor, including Prof.

Ranga, have produced dissenting ‘minutes and forced the hands of the Finance
Member to accept reduction in taxes in the Bill. 8ir, let us remember that
we are no longer in a position to talk two languages. Those days are gone.
All these days the Members in the Assernbly had been playing the opposi-

tion role and they had been talking in leftist languages. But today you have

the power. Who is going to prevent you from notionalising all the indus-

tries, except the Federation of the Chambers of Commerce, whose spokes-

men you have been, and you have forced the hands of the Honourable the

Finance Member to bring down his proposals. (4An Honourable Member:

And the Press.) The Press is also equally responsible because it is being

controlled by trade, commerce and industry of the country.

When I am making my remarks on the third reading of this Bill, I want
to make it very clear that my criticism is not against individuals because 1
have great admiration and sympathy with many of my Cougress
friends whom I have also worked shoulder to shoulder and I  know
they are genuine and sincere  workers. But it is not possible  for
them, 8o long as they remain under the influence of the Indian
Chambers of Commerce, to do anything of what they are preaching. It is all
right to talk to the gallery by saying that we want to nationalise the industry.
Will you tell me at this stage what is it that is preventing you from doing
this. I would request you Mr. President, to give a chance to any of the
congress persons to reply to my important question: What is there that is
preventing you from nationalising all industries*if you want to do so?  Sir,
they do not mean all that they talk. They only talk certain things in the
name of the ‘Haves’ and ‘Have-nots’. But actually when the burden of
taxation was put on those who have and have plenty of it, they sa'd: ‘“Ob,
no; this won't do. You will crush them and they will die, and, if they die,
the nation will also die along with them.”

Sir, capitalism at a certain time in history was not a bad thing. In those
days capitalism could play a progressive role; it could increase the standard
of life of the people. Today taking into consideration the entire world situa-
tion, capitaliem has no scope. Tf any class of persons think that they can
introduce capitalistic system in our country when the world is going ahead.
it will only result in Fascism and not in capitalism. Sir, this time again—
though I always get a chance to speak lust,—I would warn the Honourable
the Finance Member on the next Bill which is still to come before us, because
1 am really nervous since the Honourable the Finance Member seems to be
in a very generous and very compromising mood. That is the Bill to penalise
the tax evaders. T sincerely admit that T am frightened at what I read in the
press. The press says that attempts are being made by congressmen to sec
that even those who have evaded taxes are not individually "and personally
brought to the public notice. T do not know what is happening in the Select
(Committee, because T am not a member of that Committee.  Anyway, T
give a warning to those who may be the members of the Committee and to the
Honourable the Finance Member that this is a very important Bill and my
Honourable friend Mr. Griffiths was perfectly justified in saying that that Bill
<hould not have been postponed any further hecause it does give rise to fear
and suspicion in the minds of the people. That is a straightforward Bill,
Those who have acted against the nation and evaded taxes have acted in an
anti-social spirit, should be brought before the public and the public should
know that these are the people who in the name of the patriotism have swin-
dled the public at the cost of the poor.

[A% this stage Mr. President vacated the Chair which was then occupied
by Mr. Depaty President (Khan Mohammad Yamin Khan).}
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Such Bills should not in the least be chunged from what they were before.
¥rom what you have done to this Bill, it gives me every reason to be suspi-
cious and doubtful as to what you will do to the other Bill. 1 would, there-
fore, request thce Honourable the Finance Member that the other Bill is a
very important Bill, and under no circumstunces it should be modified in any
way. No honest person in this House can ever want to change that Bill from
what it is today. '

After all, none of us believes that a country can be run without taxation.
1t is not possible to run the economy of the country without taxation. Tax-
ation we must have, but it must be such that it can be of a progressive charac-
ter. The entire system of taxation will have to be revised. Taxation will
bave to be levied on those people who can bear the burden of it. This is the
first time that such a proposal has come before this House. It is a matter
of great sorrow and disappointment that anybody in this House who holds
a responsible position should have opposed these proposals. I for one would
be the last person to consider the Honourable the Finance Member a socialist.
In fact, I do not consider any Member of this House to be a socialist. If they
were socialists, things would have been different. But when a Bill has been
introduced which does not go the whole way, sut which goes to the extent of
taxing the rich you as patriots should certainly accept it and not say that
because you have not nationalised the industry, vou should not tax the rich.
That is no logic. _

I only want to say this to all my friends in this House that the days of
talking to the gallery are over. We have got to sit down together and do some
constructive work., Remember that we are the framers of the destiny of our
own countrv. It is no use our mere lecturing in this House that ‘‘We should
nationalise industry'’. You are in a position to do it and if you do not do
it, you are betraying the people. You are only playing to the gallery. All
these vears, evervbody was posing as a socialist. Now, the history -is going
to prove who is, a socialist; who stands by the people and who stands by the
upper classes; and who takes the side of the ‘Haves’ and who belongs to the
‘Have-nots’. With these words T will onece aganin warn and say that let not
the fate of the next Bill be what the fate of this Bill has been.

Dr. Zia Uddin Ahmad: Sir, T was verv much interested in the congratu-
lations which have just been expressed by my Honourable friends Sir Cowasjee
Jehangir and Mr. Griffiths. They practically supported Sadi:

I3z ope Oy < LU ‘.5"

Sy adar izygo S
It means:  When a pious man eats half of the bread. the other half ~he
gives in charity. This is what the Honourable the Finance Member has doner
He has eaten half the bread himself and has given the other half to the
children of orphanage popularly known as Mill Owners’ Association.  Now
we will test their bona fide in the next two Bills. If their intentions are
bona fidesa and if they really show the spirit they have exvressed today and
respoud to the remarks mads by Miss Maniben Kara, we will appreciate their
gentiments.

Now. I refer to one or two other points ruised by previeus  speakers.
In the first place, we all agree and several speakers have said this that we.
need thorough examination of the taxation policy Our taxation policy
was framed Y0 vemrs ago and sinee then  circumstances  have  so much
changed that we need entire revision of the policy. But in the absence of
any nuthoritative pronouncement from a Taxation Commismon,.one h:.ls t_u fall
- back on what the Financial Minister considers to be social justice or justice to

all. The question has been raised whether we ought not to have gone back
to E. P. T. in preference to B. P. T. now proposed. The reply has already

. been given by the Honourable the Finance Member and T need not

4 pu. repeat it. In the case of E. . T. the tax was merely a gamble. Tt

all depended on the standard profits earned in the particular year
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provided in the Bill. But here you have a tax which falls uniformly on every-
body. This is evenly spread out and everybody would know how wuch he has
to pay. The incidence of taxation in this case is trifling. E. P. T. was re-
moved altogether last year presumably under the influence of capitalists. Iws
reintroduction would have been more unpopular than fresh taxation with trifl-
ing incidence of taxation. It is less than half an anna and in case of bigger
companies less than half a pice in case of smaller companies. The incidence
being so trivial 1 do not think there will be any difficulty by business men in
accepting this measure. My Honourable friend Mr. Manu Subedar expressed u
desire that there shculd be o businessman in the Cabinet. IFven  withons
the actual presence of the businessman in the Cabinet, we are ull at present
following the lead of the multi-millionairs. Of course, I have repeatedly
pointed out that the businessmen in India are not the same as the business-
men in other countries. Our Cabinet will be much better off if there had been
nc businessmen therein. The duty of the Government is to keep the balunce
between business on one side and labour on the other, sovinlists on oue side
and capitalists on the other. If you have any businessman actually in the
Cabinet, then the Cabinet will not be able to form an impartial judgment. That
is why I am keen there should be no businessmen in the Cabinet. In fact
we have got now some businessmen in the Cabinet already, though they ave
not labelled as capitalists. They are as good capitalists as anybody else.

My Honourable friend Mr. Manu Subedar drew pointed attention to the
difticulties that might arise in regard to the interpretation of the law. Finance
Member has already replied that however clever the incometax officers may
be. vet businessmen are more clever and more intelligent and therefore tho re 1+
no chance of the law being interpreted against them. If there is the dunger
of misinterpretation it is against the income-tax officer and not against the
assessee. As regards the wordings of taxation Bills, I find them more difficult
{han wordings in any other law. Taxation laws everywhere are complicated
and even the Income-tax Officers cannot draw up his own income-tax return
properly without the aid of experts. The income-tax officers cannot cheat the
millowners, whereas the latter can cheat the honest income-tax officers. The
millowners receive instructions in the school of svasion. There may be a good
deal of propaganda against the other measures, but 1 am sure the Honourable
Members of this Flouse will remain firm and will get the Bills through without
lelay.

We are passing the deficit budget which will lead to inflation ot prices.
All the other countries in the world have succeeded in lowering the rice levcel
to about two-third but in India the tendency is towards the rise in prices.
Abolish controls or the controls will terminate the Government. The Gov.
.ernment should not be influenced by Chambers of Cominerce, hut they sheuld
adopt a policy =f doing greatest good to greatest number. We seek the assis-
tance of honest businessmen to help the Govt. to catch evaders. and this will
tend to lower the deficit. Avoidance of cvasion and abolition of control both
tend to lower the price level. The Members of the Government munst have
realised that the propaganda about B. P. T. was carried on almost on nothing.
Incidence of taxation is nominal. Stock exchanges created panic in the coun-
4tiry for their own benefit and these exchanges should be abolished at an early

ate.

Sreejut Rohini Kumar Chaudhuri (Assam Valley: Non-Muhammadan): Mr.
Deputy President, Sir, having roused myself from the peaceful slumber which
was brought about by the soporofic influence of the soft tone opposition to this
Bill in this House. 1 offer my congratulations and greetings from this remote
corner of the Aonse to the Honourable the Finance Member. I am sure my
congratulutions ccming as they do from n province to whom he and hic prede-
ceseors have perpetrated great injustice would be more palatable than the
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congratulations which he received from his more fortunate friends with whomn
he would share all the fortunes he will get from this Bill. Let me congra-
tuinte him today for all the wealth of the land which he has secured, I 1ieun
the laxable income which he hus been able to secure. May I expect, Sir,
that he would behave like the noble soldier of thrace, who was through &
misnomer uescribed as the robber in the dialogue between him and Alexander
the Great? May 1 expect that he will distribute his spoils, I mean the wealth
which he guthers by these taxation measures amongst the poor, and by poor,
I mean provinces like Assam. In my last speech, [ congratulated him with
all the wurmth I could possess and with very high expectations that he will
show sympathy towards my poor Assam. But I was keenly disappointed
when he did not even make any reference o my province. I had resd in the
newspapers that my friends in the Council of State had a better forline when
the Finance BSecretary assured the House that in the distribution of export
dutly cn tea, Assani will pet some share. Als> the Finance Secretary assired
the House that so for us rei’cf in the matter of taxation on betel net is.concor-
ned. he will nlace the grievarces of Assam before the Tonowehle the Tinrnce
Mewner. T have placed my grievance before him more thun orce and 1 have
heen disappointed. Iiut let me hope that the request which will come from h's
Secretary will be treated as a farewell request and will be received with all the
cordiality and meet with fulfilment due to the request of a man who is leaving
these shores, a Secretarv who, as was said the other day, has served this
Gova-ument faitlifullv. T hope the request will be head>d and we shull pet
some relief in the matter of betel-nut and tea. T am sure the House is bored
by 1y repetit'on but T can tell vou that T will repeat this wwair and again nat
till the Finance Member is tired but till T ain tired. I will din it into h's ears
<o that he may turn his deaf ear to all provinces nlike. and not merely to Assum.

Sir, with these words I congratulate him and T admire him for th: wav in
which he hus curried this legislation unscathed.

§¥ M Ananthasayanam Ayyangar: Sir, all wars in the world’s history have
been tought at the instance of women. And [ am sure that at the instuice-
of our Honourable ladv friend the war will be relentlessly foughkt with capi-
talists. She somehow thinks that on the third reading of the Bill people have
suddenly become socialists on this side, and though they nhave had opportunities
of putting their profess’ons into practice they have not done so. T want to re-
mind my-Honourahle ladv friend that many steps have been taken in that
direction. Tt ‘s only this morning we inqu.red whether all forms of insurauce—
fire, life and other forms  of insurance—ought not to be nutionalised. The
Honourable Commerce Member said that Le had appointed 2 committes tc go into
this question and will soon find out what steps are to be taken. We have seen
that in other depariments also. So far as airways are concerned we appp.?led
to the Honourable Member und passed & Resolution ; he said he would tuke time
to consider what forms of national trat.sport—highways or bye-ways—should "be
£ Xen v jrninediatelv. how the whole machinery is to be taken up, whether oll
With regard 1) other forms of industry alsoh St?s are

o taken. Tuke banking. With cegard to the Reserve Bapk the in'nnce
l.‘:?:-luyth:\: has #lreadv given an assurance and ‘hns.‘T believe, introduced a Bﬂ|~to
nationalise that Rark. T do nof know with what greater speed my Honourable

friend Miss Kara wantes us to run.

Miss Maniben Kara: Ask Prof. Ranga.

Sri M. Ananthasayanam Ayyangar: But he does not run. Mv Honour-
hle frieni has out Heroded Herod. T remember she was on mv left last time.
a;ﬁn Qir Archihald Rowlands was here £ Finance Member and sometimes T
W.‘; wondering hew she could walk into lobby with<the imperialist of imperia-

lists. Now she changed colour, though not physically.

af onee or piecemeal.
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t am really swprised to hear her, twx ke this.  We do not want that cupi-
talists should be destroyed imwediatery. We do not want to kill the geose tthat
gives us the golden eggs. At any time we can tuke away their capitai. 1f  to-
day Bir Cowasjee Jehangir escapes the payment of tuxes where does he tuke
thag money uwuy? He does not throw it into the Arabian Sea. He keeps it
with hiin and next year, when we want money we will gertainly take it from,
hira.  But why is iy Honourable lady friend in such a great haste. Before 1
know whati 1 have to spend it on am 1 to spend uway this money? Siv, tlis re.
minds me of « small story. Soon atter 1 took my degree 1 was a teacher in a
school where there was also a science teucher. All of u sudden and quite unex-
peotedly he got from Government a grant of three or four thousand rupees for
the purpose of buying instruments and other equipment for his  laboratory.
The poor man had no plan and so he purchased 30 sets of saws and harmners
and serew-drivers, snd s¢ on. My Honourable lady friend, if she were the
Finance Member, would collect all the money from Sir Cowasjee Jzhangir anl
make a poor man. Of course I have no objection to thut because Sir Cowusjee
can afford to be’s poor man, just as I am a poor man. But for what end? It
will be thrown into the sea without any plan.  That is exactly what my Houou-
rable friend Mr. (iadgil objects to. The Honourable Finunce Member does not
have all plans with him. He must take time to consider what plans are  geod
and what are not good. As a inatter of fact we got the biggest nsset we
can cver have; we have long ago nationalised the railways which are our bigeest
national asset. We have one of the ablest adminigbrators at the top there, hnt
he still finds himself unable to nake the railwavs work properiv.  Even a smail
thing he is unable to ¢o. To go 1,300 miles to Madras it takes us 52 hours. He
has beei corresponding with various adminstrations. My Honourable lady iriend
has no responsibilities—that is my fear—either at home or abroad.  So she does.
not know that it is not so easy to put things in practice.

Miss Maniben Kara: | run my own house. ’

-

Sri M. Ananthasayanam Ayyangar: 1 wm glad she has a house but she has
not all the responsibilities thas 1 have. Therefore let us not take a leap in the
dark. We heard from the Honourable President that there are so many Bills.
We are rushing post haste through the various Bills.

. The Honourable Mr. Liaquat Ali Xhan: There is no post haste about this
Bill.

Sri M. Ananthasayanam Ayyangar: With regard to every Bill we want to
take time. I am glad the matter has been gone through with elaborate patience
and the Finance Member has considered both sides. As a matter of tact my
Honourable friend does not want us to become Fascists. It is a sign of demo-
cracy that as soon as a Bill is introduced in the House there are various per-
sons who ure interested come forth with their objections or suggestions.
Does the Finance Member clauim perfection or absolute correctness for anv
measure that he introduces. He thinks one way snd places it before the House;
the Assembly and the people affected must tiake time and give their suggestions.
To say that the people affected have influence with the members is wrong;
the boot is on the other leg. I am glad my Honourable lady friend drew me
yut; otherwise 1 would not have talked on the third reading. She wants an
assurance that none of us should talk on the next Bill or lav our views hefore
the House for consideration and the Bill should bhe accepted. as brought out.
Tt is not as if she or any other Member has got complete plans and they
should he aceepted without any criticism or scanning.

Sir, T gsupport the motion that the Bill be passed.
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Mr. Shavax A. Lal: Sir, I have to suggest verbal change in the amend-:

ment of Sir Cowasjee Jehangir with regard to Schedule 11 which was nccepted
by the House, and with your permission 1 sHall move it. Sir, 1 move:

“That for Rule 3 of Schedule II, as acccepted by the House through the amendment:
of Sir Cowasjee Jehangir, the following be substituted :

‘3. So much of the premium realised by a company from the issue of any of its shares
us is retained in the business shall be regarded as forming part of its paid-up
capital for the purposes of Rule 2'.”

It is purely a formal change in the wording and I hope it will be accepted.
Mr, Deputy President: The question is:

“That for Rule 3 of Schedule 1I, as acccepted by the Honse through the amendment
Nir Cowanjee Jehanyir, the followmg be nubshtuted

‘3. 8o much of the premium realised by a company from the issue ‘of any of its shaves .
us is retained in the business shall he regarded as forming part of its p.nd up
capital for the purposes of Rule 2°.”

The motion was adopted.

-

(4]

Mr. Deputy President: The question is:
“That the Bill, as amended, be passed.
The motion was adopted.

INCOME-TAX AND EXCESS PROFITS TAX (AMENDMEXT) BILL.

The Honourbale Mr. Liaquat Ali Khgn: Sir, I move:

“That the Bill further to amend the Indian Income-tax Act, 1922, and the Excess.
Profits Tax Act 1940, as reported by the Select Committee, be taken into consideration.”

I would just like to point out the main changes that the Select Committee
has mude in the Bill which was referred to it by this House. The first im-
portant change is thati the figure of Ks. 5,000, which was the _exemption figure,
has been raised to Rs. 15,000. The second nnpontuut change is that the sule of
house property which has been in the assessee’s possession for not less than
7 vears has heen excluded from Cd[)lt&l guins tax.

8ir Cowasjee Jehangir (Nominatcd Non-Official): Does that include land.

The Honourable Mr. Liaquat Ali Khan: No. It is house property ouly.
The third is that compensution awarded for the cowmpulsory aequisition of pro-
perty for public purposes will not be regarded as capital gains, and the next
chinnge that has been made is that transfers by a principal company to a 100
per cent. subsidiary will not be regarded as capital gnins.  Sir, the most im-
portant of all the changes is the onc that capital gains have been classed ns
sepurnte income, and any ncome received from this source will not be added
to the other income and mcome-tux charged on the whole amount. This in-
come from capital gains will be assessed as separate income and the rafcs
of tax that have been fixed for this are different from income tax rates. [
may point out that the rates are indeed very low. Up to 50,000 it is only 1
anna in the rupee, and it goes on increasing till it reaches the maximum rate
which is only 5 annas in the rupee if the capital gains exceed 10 lakhs. 1T
think the House will recognize that the Select Committee has made very
substantial changes in the 'Bﬂl and whatever fear there was in the minds of a
section of people that this tax would work unfairly and to the deteriment of
industrialization of this eountry should not exist any more in the mind of anv
ronsonanbe man. That fear should not be there at all. The tax, as I sav, is
very low. Tf vou make a capital gain of over 10 Iakhs, surely vou do not mmd
8 annus in the rupee, or 1/3rd of that, going to the State. After all whatever
capital gains are being made now are in the nature of unearned increment anl
the whole population of the country has contributed in different ways townards "
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creating those conditions. As » matter of fact the people of the country have
sulfered on account of these conditions that have been created und 1 do not
ses uny justfication why ouly certain persons should benefiy by this and why
some of those unearned gains which accrue should not go to the State 5o thut
it could be utilized for the good of the people as a whole.

Sir, I have stated when we were discussing the Finauce Bill that I woulw
be prepured to accept an umendment to exclude personal effects from cupitul
guins and my reason for doing this is that it was pointed out to me thut this

- might cause a lot of inconvenience to the assessees. For one thing it would
be ditficult for them to keep a regular account of their personal effects and then
the Income-tax officer might start harassing them and so on and so forth, und
therefor: 1 am willing to acoept an amendment to exclude personal eftects
from capital gains because it is not my desire that there should be any harass-
ment to any assessee. This ie, Sir, a new tax as far as India is concerncd.
There is no doubt about it, but the newness of a tax should not be anything that
we should shan.  There is no reason why if a tax is new aud has not been in
India before we should not introduce it in our country. What we have to see is
whether it is a fair tax or whether it is not w {fair tax. L5
it is & fair tax, then as far as 1 am concerned, it is immaterial whether this
tax exists in any country or whether it does not exist in uny other country of
the world, and 1 submit, Sir, that as this Bill has emerged from the Select
Committee the tax and the incidence of taxation could not be regarded by any
means as very hard or very heavy. I do not prcpose to deal with the urgu-
ments that have been advanced by some of the Homourable Members of the
Select Committee in their Minutes of Dissent against this Bill, or against
shis form of taxation. I submit that this is a very fair kind of taxation; ¥

submit that if people have made large gains through no effort of their own, but
on account of the conditions that have bheen created, the State should have =«
share ont of that gain; and T submit that the rates that are proposed are low
enough not to affect either production or mduwtrmhmtlon in this country ad-

verselv  Sir, I move.

Mr. Deputy President: Motion moved:
“That the Bill further to amend the Indian Income-tax Act. 1822, and the Excess Profite
Tax Act, 1940, as reported by the Select (Commiittee, be taken into consideration.”

Mr. Manu SBubedar (Indian Merchants’ Chamber and Bureau: Indian
Commerce): I will agree at once that the Bill as it now emerges from the
Select Committee, with the further provision which the Honourable the:
Finance Minister said with regard to apparel. furniture, moveables, and per-
sonal effects, is u tremendous improvement on the previous Bil* ar he had
originally introduced. and 1 again repeat what T said in connection with the
previons Bill that it shows his forbearance and his responsiveness to criti-
cisms made and the manner in which he has tried to meet them.

He mentioned just now that this was a new tax: that being a new tax,
though it did not exist in anx other country in the world, we ought to have
the courage to put it in if we want it in this country and we must see it
function. That much is common rround. What 1 do feel is that when a new
principle is adopted, a principle ¢hat is foreign to the system of taxation
which has been hitherto thought of a considerable amount of care and a con-
siderable amount of circumspection are required. The Honourable the
Finance Minister in his budget speech referred to adventitions gaing which:
people made and for which it was desirable to tax all capital gains made in
recent years and still being made owing to prevailing conditions and described
them as unearned increment. The object is not exceptional and we are all
agreed that where there are gains of this type, they should be roped in. There
is a special ground for the imposition of this tax this year in the semse that
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large transactions running  iuto fubulous wmounts have taken place: larg:-
promotions have taken place and it is only fuir that Government should get
sone shure out of these guing.  Nobody is object ng to tae principle of this tux
W hat was urged ot that time, and several of the features of the Bill have been
subsequently changed on aceount of it: originaly it was proposed to join it to
the income-tax of  un individual which wodld create a very heavy tax for =
small person who sells a capital asset during any particular year once in a
lLitetime and he finds bimself paying faxes at the rate which a millionaire pays
and even ou his meagre income te should find himself paying heavily at
tis  high rate That was o compiication we all felt and 1 am happy that
the Finance Member recognised that while the State is entit'ed to take a
snare out of ths adventitious gaiu, it is not joint to the normal income-tax
of a person and thus swell the le7y and expose a small person to the payment
of supertax during that year. .

We must  cougratulute the Finance Member on his  ucceptance of the
question with regard to personal effects. I having applied my miund to this
topic. T found that it wou'd be impossible to apply it to things like jewellery.
1t you tuke a jewel today and. call three jewellers, even today 'they would
not agree as to the value of it.  If that is so how do you expect the same three
jewellers to agree to the va'u':; of the same article as it was in some period in
1939, This double appraisements and backward appraisements would create
. roblems of very greau diftficulty, and therefore, Sir, I am glad that he has
accepted it. But then the Finance Member, whatever his exterior attitude
of things may be, he puts a bold fnce. t3ut he is a wise man. Had he in-
cluded jewe'lery he would have had the concentrated opposition und attack
from the entire womankind of India in due course, and 1 think he has very
wisely anticipated such an attack and such opposition and he has very wisely
agreed that this should be removed. I think the wisdom further lies in the
fact that owing to paucity of income-tax officers about which we have been
talking throughout vesterduy, the difficult task of  assess'ng  personal effects
and their exchanges and registering what was and what has been and what
will be, and what was the value and what is the present value and what will
be the further value hLe has avoided those pitfalls and avoided the adminis-
trative dis'ocation which would have arisen if personal effects had been
included.

The only point to keep in mind is this. As it is a new levy, I am entitled,
1 think, Sir, to utter a word of caution. As it is, in certain types of capital
assets in this country, there are obstacles to transfers. TFor example there
is u heavy transfer duty as much as six per cent. in Bombay City. So if the
property is changed three or four timmes in 10 vears, about one-quarter of the
total amount has already gone. But Government in addition tc such transfer
fees which goes to the Provincial Governments, the Central Government is
now coming in with a levy, which in certain ranges of value will be very sub-
stantinl.  Will this affect the rapidity of transfer or the rate of transfer
of capital assets in the nmenner in whieh  liscussion is eong.  As it ', Sir.
this tax has been copied from the United States of America where capital
gains are great and rapid. Not only that everybody is anxious to scrap his
old motor-car for a new one and to go in for the latest model, and there is
somebody else who finds wuse for it and within the reach of each person’s
opportunity, there is a much quicker turnover in that country. The produc-
tion of wea'th is faster than anywhere else and in that country the change-over
of wenlth is also faster than in any other countrv. Are those conditions
prevailing in India? Tt is true a good many small men have been self-made
and have made large fortunes in this countrv and during the war a still larger
number of men made those fortunes but taking by and 'arge. T vegard this
country ns conservative even more conservative than the United Kingdom
in which also though some self-made men make fortunes, the number o
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percentage is very meugre compared to the total number. In Engeud it is
uot that a very large percentage of new rich is added every year to the rank
of the well-off. In this country again, it is even less. Therefore, while
importing a new measure, and & new priuciple, which was hitherto not embo-
-died in our taxation system, and when getting from a cuuntry in which
econom’'c and other conditions are entirely dihierent, it is only wise, und I sound
a note of warning that the full effects of this levy, the principle of which
the House is agreeing to, should be carefully studied. That in the course ot
the work, if issues urise of a type which are not foreseen now, and
mot foreseen by the assessees, or the Government, these issues could not be
decided by the letter of the law us it is pussed now but that these issues should
be considered by the Honourable the Finance Member and his immediate
advisers, and that the objective should be, whi'e the principal objection of
roping in any money of this kind may be carried out, to see that it does not
interfere with the Icgitimate und free transfer of capital that is in this country
and that it does not lead to other consequences which were not foreseen.

Now it was indicated t¢ me thut one of the consequences would be that
people who hold shares—unless of coumse the amendment which my Honour-
able friend is/ bringing in in \sluch he wants to apply to shares the same
Lie and exemption to seven vears' holding as is bemg applied here to proper-
ties of every description—if the) are not to be transferred because the gaing
will be taxed, then a large number of holders will hold the shares. That meana
a small number of shares will be on the market. That means that some
specu'ator will corner those shares and there will be a battle royal between
the bears and bulls and there will be some bear sgueeze or cornering device
and the effect on the finiocial machinery may be a jerky eficce. This is also a
direction in which it is the duty of the Government to watch and see that
while everybody 15 entited to do what he likes with his own money he doe-
not do it in such a way as to disturb the stability of the general conditions or
to vio'ate financial credit. Therefore I say that the effects of the introduc-
tion of an entirely new priniple would have to be faced.

With regard to the exemption of property. which has been held conti-
nuously during the last 7 years, the Honourable the Finanoe Member did
recognise and I am glad he recognised that this class of asset ought to be
exempted Had it not been exempted literally millions of owners of house
property in this country (though they are not out to sell today) would have
‘been affected. They have n mental fee'i ing thut their properties are worth
so much but that mental feeling would be immediate’y shaken by $he fear
that if and when they se!l their properties they will have to pay so much to
the Government. In other words the burden wou'd have been very much
larger than the amount of money fa'ling into the hands of the Government.
1 am glad the Honourable Member has recognised this and made this very
wise provision so far as it goes. But in my opinion it does not go far enough.
I strongly feel thut with regard to houses purchased by people and immedi-
ately taken and so'd which is a normal business transaction, these provisions
may be wise and proper but they are not proper in another way. According
to the American law, from which this idea of taxation is tauken, the provision
1= that only properties transferved within o year or two of the purchase become
liable to capital gains tax and four vears is the final limit. I am sorry to suy
that vone of these matters was pliced hefore us and the Finanee ])epartment it-
self did not possess a copy of the American provisions earlier than «ix vears from
today. These provisions in the Bill have been quickly conceived and rushed
and they require more carefu’ looking into than appears to have been done.
‘When a party makes quick money by a quick deal, he should be roped in.
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But who sells house property in this country? Normally house property is
sold when the family is in distress. People always tulk of buying a property.
Possession” involves o mutter of prestige.  Many iamilies who do not possess
fouses are very abxious to acqulre it. Nobody wants to sell house propert
and it is generally sod when the family is in distress or when the daughter
is to be married or if the son is to be educated or some other family occasion.
In other words it did seem very strange and 1 put it torward for the considera-
tion of the House, whether the circumstances under which houses properties
are sold are such which shou!d entitle a Governmnent to come in and extend
ite hand. It is the distress of the family that has necessitated the sale of a
property and the Government comes forward and says ‘‘Here you have made
something over the value of the property in 1939. Thereforc 1 will take so
much out of it.”” This would create social and other difficulties und in any
case it seewms to be u great hardship.

Apart from this there is another and very serious contradiction in Govern-
ment's own policy and 1 will try briefly. to refer to it. Last year the Honour-
able 8ir Archibald Rowlands declared it as the policy of the Government to
encourage house construction and residential housing in this country aud
towards this and in order to facilitate this he specifically declared it to be
the intention of the Government to exclude from income-tax all properties
whose construction would be finished two years after the date of the declara-
tion. This date has not yet passed. I assume that this Government has
accepted th's part of the policy of their predecessor. [But the houses which
by the declared encouragement of this very Government have come into
existence will now be liable under the rules as provided in this Bill to a
capital gains tax. In other words Government proposes to take away by th.
right hand what it gave by the left hand. The Government meant to encour-
age house building, which would bring in more employment, create a new
field for the investment of surp/us money, serve as an anti-inflationary measure
and create much needed accommodation. It would be a great pity that the first
Indian Finance Member should put forward a measure of this kind which con-
tradicts the Government’s own declared policy of encouraging the building
of new houses and the increase of housing accommodation which is so very
badly needed in this country just as much as in any other part of the world.
Other Governments are making very heroic effort towards this end. Are this
Government making the same efforts?

The House will remember that throughout this session and on more than
one occasion I have brought up this topic and had pressed on the attention
of the Government the numerous directions in which much could be done
and I do feel that the inojusion of house property which may be constructed
in the next three years to the liability of this capital gains tax levy seems to
be a contradiction of the past Government’s declared policy. How many
new houses does the Honourable Member expect will be constructed during
the next three years? I do not think thaf their number will be so considerable
as to put a hole into the possible gains which will come to the Government
exchequer.  Government’s objective was to tax gaing which were adventi-
tious but with regard to the construction of new houses there is no question
of adventitious gains. Already the various provincial Governments have a
confused idea with regard to the rent tax and their position is very uncertain
as it is. Why add to the uncertainty and why deprive the motive from all
those people who may be in g position and who may be intending to put in
their money in this direction? Why check the flow of oapital into house
construction, when government themselves are unable and they have not got
the finance, T submit, for this purpose. Why do it in such a manner which
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contradicts their own previous ' professions and destroys their own dec'ured
policy in this direction. ' .

As in the previous Bill this «8 a compromise which does not suit the
Honourable the Finance Member. He thinks that many nice things which
Lic wunted have been cut down. We think that this  13ill which deserves a
close and leisurely enquiry could have come before us after two cr three
months. We do not feel satisfied with this Bill. As I said with regard to
the other Bill a compromise has been reached which does not please either
side. DProbably it is the correct thing and it is certainly good for the country
that a compromise has been reached on this. Therefore I do not propose to
deal i any great deal with regard to what hus been done in the Select Com-
tiittee.  (But 1 do say that the enquiry which we all suggested and which
I again reiterate is a necessity. 1 do suggest that even while we levy these
taxes, it is not wrong, in fact it is the duty of the Government to set up an
enquiry whatever the nature and scope of the enquiry might be. They should
study the effect of this tux: Do we know when we throw a stone from the win-
dow on whom it will fall? It may not hurt anybody. Ou the other hand it may.
It is just as well to see whether our measures will have a good effect or a bad
effect, if it is hurting any particular section, if it is contradicting the Govern-
ment’s own declared policies or if it is creating new problemes which were not
anticipated. I still feel an enquiry is necessary. In tak'ng the American
precedent I would suggest to Government to depute a msan to America unless
they want to use cne of the very numerous economists and officials whom they
have already put in that continent. I would say vet somebody to go to
America. Let him study the.experience of thal great country with regard
to this levy. Let him find out what were the difficulties experienced by them
and in what directions they had to make modifications. Let us be up to the
wark.  Let us not be caught napping with regard to tis. I still suggest that
that inquiry is extremely necessary and I hope that Government will not hurke
it. that on the contrary they will find it useful to them becau-e¢ 't wi'l throw
licht on the directions in which something may be done.

The Select Committee mentioned something about estate duty. They
said :

“The above considerations assume some importance in view of the fact that an Estate
Duty Bill has been introduced in the Assembly, under which capfital assets of all kinds
belonging to an individual will come under a levy when they pass from an individual to his
heirs.  The clarification of Gove:nment’s policy on the matter of the Estate Duty should
precede the final adoption of this measure if and when the House decides to take it up.”

1 sti'l maintain that it could not be Government’s intention and it would
in fact be n very bud and disastrous thing for societv as a whole that certain
estates which have borne u very heavy charge, let us say, in the year 1946-47
be again made to bear & heavy charge in 1947-48 merely because the person
holding that dies. Does Government want that the same estate should be
Yable to two or three levies under different names and that it should be so
cornpletelv crippled and if the assets belong'ng to the family corsis: of a
business that business should be forced into liquidation? Is that the
intention of QGovernment? I do not think so. Therefore I think it should
be made clear as to whether the Estate Duty Bill is being proceeded with,
and if it is being proceeded with whether it is Government’s intention® not to
mmuke an asset, which has borne duty under this part'cular levy within a
period of five years of the time when the estate becomes liable, to bear a
duty all over again. That would meet the ends of justice and 1 think that
would be a very sound thing to do. :

The on'y other point I would make is with regard to yield. Originally
the Honourable the Finance Minister and his advisers put down the yield
from this measure at Rs. 8} crores. I had the temerity in the Select Com-
mittee as well as in my remarks in this House to point out that during the

A
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dust year a' good muny new companies hud been promoted und that many of
the promoters of these compunies had sold fuctories and assets themselves
o other companies at highly inflated prices. 1 also pointed out that a good
auny assets have changed hands, that in Bombay city alone I knew that
“Hs. al) crores worth of” property had changed hands and that our British
friends had also sold considerable assets at highly inflated prices. Taking
all these into account at 100 crores and fifty of it as profit, at 5 annas a rupee,
the yield I calculated, should not be less than Rs. 17 crores for business
assets alone—but it includes many other kinds of assets, it includes stocks
and shares. On this account throughout last year the total amount of turn-
over would be in the neighbourhood of Rs. 40 crores. If the profit is Rs. §
crores—which is a small estimate—there again there is money coming to the
Government of the order of Rs. 2 or 8 crores. Then there is bullion, then
there are securities. There are so many bankers, Trusts and there are
Indian BStates and so many other people who have sold on the B8tock Ex-
changes in Bombay and Calcutta government security the total of whose
turnover may again -be put at nothing less than Rs. 30 or 40 crores throughout
lust yveur, the year which is now closing. Therefore 1 feel that the est'mate
which the Honourable the Finance Minister and his advisers made of the
vield of this tax in this truncated form of only Rs. 2 crores is very far from
correct. 1 repeat it is my opinion that if.the Income-tax Department to
whom this is going, were energetic they could collect out of this not less than
Rs. 20 crores and with Rs. 12 crores which the Finance Minister now ‘gsti-
mates, it would be Rs. 82 crores. He expected originally from thesa%vo
taxes money of the order of Rs. 33 crores. Now from these two taxes, in
my opinion, he will still get not less than what he originally expected from
both of these. On financial grounds he will have no reason to grumble. He
said he will be happy if he gets Rs. 20 crores. 1 wish him all happiness.

Shri Mohan Lal Saksena (Lucknow Division: Non-Muhamadan Rural):
Mr. Deputy President. before 1 come to the provisions of the Bill T would like to
make a few personal remarks. [ was not present during the early part of the
speech of the Heonourable the Iinance Member which he made while replying to
the motion for congidivrotion of the Finance Bill. So I was surprisea to read in
the papers that he had said that I had attributed to him dishonest motives
thut he thought of going away to Pakistan after having injured the economy
of this country. 8ir, T have got my speech here and I read it. If the
Finance Member cares to go through it he will find that there is no sugges-
tion of that kind. What 1 did say was that he had followed in pressing his
taxation measures the technique of a quack and if that statement has offended
iim 1 am prepared to withdraw it. 1 had said that he should have an examina-
tion of this proposal made by an expert committee and 1 still maintain that
in view of what the Finance Member hud said last vear that a taxation
enquiry was overdue and in view of the fact that he was introducing a new
measure—an altogether new measure. He might have got it from America
but we know that conditions in America are different from those prevailing
in India.  While we do not object to the principle of the Bill we did want him
to apply it in the first instance to certain specified assets and for the rest to
refer it to be cxamined by a comimittee of experts. My Honoursble friends,
on my right, may be prepared to ascribe that expert knowledge to the Honour--
able the Finance Memnber of which I am not aware. T do concede that
during the short time that he has been in office he has become fairly acquainted
with the financial working of the ‘Department as well as the implications of
the various taxation measures. In spite of that I told himn that we have to
be a bit cautious, a bit more circumspect because we know that the condition
of the country is such that we cannot afford to take any risks. FEven one
false step may cause the death of not only thuousands but hundreds of
thousands. With the best of motives one might make mistake and a mistake
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or a false step might affect the destinies or the well being of u nlhom of this
country. So, with due respect I may tell him that I had never intended to
attribute any dishonest motives to him. He has to thank himsesf for what,
he said that he may not be here next year and that he was here for one year
only. When he was confronted with that statement, he said ‘No, it might
be brought up by another Finance Member, if he chose to do so’. One
Finance Member had removed the Excess Profits Tax  notwithstanding our
protests and he himself admitted that that was removed a year too early.” So
P 1 do not know that he must carry on the work of the Finance
*"* Member with the idea that he will be here for one year. So far
as he is concerned, he is going to get the tax all right. The profits have been
made.

Mr. Deputy President: I take it that the Honourable . Member would:
like to continue his speech on the next day.

Shri Mohan Lal Saksena: Yes.

The Assembly then adjourned till Twelve Noon on Wednesday. the 2ud
April, 1947,



	001
	002
	003
	004
	005
	006
	007
	008
	009
	010
	011
	012
	013
	014
	015
	016
	017
	018
	019
	020
	021
	022
	023
	024
	025
	026
	027
	028
	029
	030
	031
	032
	033
	034
	035
	036
	037
	038
	039
	040
	041
	042
	043
	044
	045
	046
	047
	048
	049
	050
	051
	052
	053
	054
	055
	056
	057
	058
	059
	060



