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© I will put the or‘ginal motion, as
how modified, to the vote o the
House. The question is:

“That the Bill to provide for
the levy of gift tax be referred to
a Select Committee consisting ot
Shri Asoke K. Sen, Shri C. D.
Pande, Shri Tribhuvan Narayan
Singh, Shri Mahavir Tyagi. Shr:
S. Ahmad Mehdi, Shrimati Uma
Nehru, Shri Shivram Rango Rane,
Sardar Igbal Singh, Dr. Y, S.
Parmar, Shrimati Renuka Ray,
Shri Liladhar Kotoki, Shri
Jaganatha Rao, Shri Narendra-
bhai Nathwani, Shri Radheshayam
Ramkumar Morarka, Shri Harish
Chandra Mathur, Shri Radhelal
Vyas, Shri Vidya Charan Shukla,
Shri C, R. Pattabhi Raman, Shri
N. G. Ranga, Shri M. Shankaraiya,
Shri Satyandra Narayan Sinha,
Shri George Thomas Kottuka-~
pally, Shri A, M. Tariq, Shrt
Kamalnayan Jamnalal Bajaj, Shri
B. R. Bhagat, Shri Mathura Prasad
Mishra, Shri T. Sanganna, Shri
S. R. Damani, Shri Rajeshwar
Patel, Shri T. C. N. Menon, Shri
Prabhat Kar, Shri R. K. Khadil-
kar, Shri Bimal Comar Ghose,
Shri Arjun Singh Bhadauria. Shri
M. R. Masani, H. H. Maharaja Sri
Karni Singhji of Bikaner, Shn
Premji R, Assar, Shri N. Siva
Raj, H. H. Maharaja Pratap
Keshari Deo, Shri Naushir
Bharucha, Shri Thirumala Rao,
Dr. A. Krishnaswami and Shn
Morarji Desai with instructions
to report by the 1st May, 1958.”

The motion was adopted.

ESTATE DUTY (AMENDMENT)
BILL

The Minister of Finance (Shri
Movrarji Desai): Sir, I beg to move:

“That the Bill further 1o
amend the Estate Duty Act, 1933,
be referred to a Select Committee
consisting of—Shri Asoke K Sen,
Shri C. D. Pande, Shri M. Ttiru-
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mala Rao, Shri Mahavir Tyagi,
Shri S.. Ahmad Mehdi, Shrimati
Uma Nehru, Shri Shivram Rango
Rane, Sardar Igbal Singh, Dr.
"Y. S. Parmar Shrimati Renuka
Ray. Shri Liladhar Kotoki, Shri
Jaganatha Rao, Shri Narendrabhai
Nathwani, Shri Radheshyam
Ramkumar Morarka, Shri Harish.
Chandra Mathur, Shri Vidya
Charan Shukla, Shri Radhelal
Vyas, Shri C, R. Pattabhi Raman,
Shri N. G. Ranga, Shri M.
Shankaraiya, Shri  Satyenara
Narayan Sinha, Shri George
Thomas Kottukapally, Shri A M.
Tariq, Shri Kamalnayan Jamnalal
Bajaj, Shri B, R. Bhagat Sbri
Mathura Prasad Mishra, Shri T.
Sanganna, Shri S. R. Daniani,
Shri Rajeshwar Patel, Shri
T. C. N. Menon, Shn Prabhat Kar,
Shri R. K. Khadilkar, Shri Bimal
Comar Ghose, Shri Arjun Singh
Bhadauria, Shri M. R. Masani,
H. H. Maharaja Sri Karni Singhji
of Bikaner, Shri Premji R. Assar,
Shri Tribhuan Narayan Singh,
Shri N. Siva Raj, H. H. Maharaja
Pratap Keshari Deo, Shri Naushir
Bharucha, Dr. A. Krishnaswamy
and Shri Morarji Desai with ins-
tructions to report by the 1st
May, 1958.”

It is intended that the Bill that T
moved last and this Bill should be-
considered by the same Select Com-
mittee so that it may consider both
of them together. So, the names in
the Select Committee for this Bill are
the same as that in that Bill.

The Estate Duty Act was enacted
about five years ago and when the
original Bill came before this House it
was discussed at considerable length.
About a thousand amendments were
tabled and a third of them actually
discussed. The anxiety of the
House as well as of the Government
wag the same. We were introducing
an Act based not on our own expe-
rience but on that of the UK.
Naturally, we adapted it to our own
requirements but we had to be certain
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that in actual operation the Act did
not become a source of harassment
and did not create social evil rather
than social good. Exemption limits
were flxed at a high figure, generous
exceptions were made from the scope
-of the duty and the rights of the
assessees carefully protected. If I may
say so, this was as it should have been
and in matters of this kind it is per-
baps wise to hasten slowly.

Almost five years are now passed
and we can now review our experience
of the operation of this Act. Ag far
ag I can judge from the references
made and questions asked in this
House there is a certain amount of
disappointment at the poor yield from
this duty. Although definite estimates
were never made and, by the very
nature of things, could not have been
made of the actual yield of thig duty,
1 believe both the House and the
country expected that the actual yield
would be much more than the meagre
figure of about Rs. 2 crores per year
that we have collected from this duty.
I have not heard of any case of
administrative harassment and it may
interest the House to know that in the
matter of valuation of assets there has
been only one case so far in which a
reference to Statutory Valuers from
the value determined by the Depart-
ment has been made and that on the
question of law there have so far been
only four references to the High Court.

In our country there are inherent
difficulties to administer an estate duty.
In most foreign countries no property
can pass on death without obtaining a
succession certificate or a letter of
administration or a probate of a will
so that estate duty can be collected
almost as automatically as stamp duty.
‘The danger of evasion is considerably
less and the legal proceedings in con-
nection with succession certificates
etc.,, themselves give a clue to the
value of the property passing on the
death of a person. In India, on the
other hand, the practice of obtaining
soecession certificates or leaving wills
& by no means widespread. Among
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families governed by the Mitakshara
law, there is no question of succession
and among those governed by Daya-
bagaha law, the shares in the property
are in most cases so well defined that
it is possible to have a partition deed,
if at all necessary, without going into
the expense and trouble of obtaining a
succession certificate, For this reason,
a mere scrutiny of the probate and
succession certificate cases does not
give us complete information. The
Department has actually to keep a
constant watch on mutations in muni-
cipal records, death certificates etc.
We have also enlisted the co-operation
of the State Governments and are now
obtaining information about mutations
in revenue records in all cases above
Rs. 50,000 But even with these
measures, we cannot be sure all the
taxable cases are actually subjected to
tax.

Even where it is possible to find
cases the difficulties of determining the
exact assets are enormous. In our
country the practice of holding some
property at least in the form of cash
and jewellery is almost universal. It
is difficult to detect these items as they
are not apparent from any known
transactions of the deceased persons.
There is also a fairly widespread habit
of holding properties in berami names.
I need not enumerate all these difficul-
ties in detail and would merely add
that the administrative machinery is
being geared to meet these difficulties.
Moreover, the assessment of wealth
for purposes of the Wealth Tax Act
and also the proposed Gift Tax Act
should help us in checking evasion.
Even, however, if the administrative
machinery is perfect, the revenue
derived from this duty would continue
to be small unless we take steps to
reduce some of the concessions which
were originally given but for which
there does not appear to be any justi-
fication now.

A reference to the Statement of
Objects and Reasons will show that #t
is the object of the present Bill to res-
trict some of the concessions which in
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the light of our subsequent experience
in working the Act do not appear to
be justiied. The other amendments
have been proposed to clarify the
assessment procedure, to facilitate
collection of duty and also to change
the present appellate procedure. The
discussions that have taken place in
this House and elsewhere since the
introduction of this Bill have snown
that there is a general agreement with
the broad objectives of the Bill though
a few criticisms have been made of
some of the provisions made in the
amendment Bill. Some hon. Members
have pointed out that there was no
justification for reducing the exemp-
tion limit from Rs. 1 lakh to Rs. 50,000,
particularly when this reduction in the
exemption limit will bring only an
additional revenue of Rs. 50 lakhs. My
colleague, Shri Bhagat, has already
pointed out that other countries with
much higher per capita incomes have
even lower cxemption limuts. I must
also point out that by reducing the
exemption limit to Rs. 50,000 we are
making the tax more broad-based
which is an important consideration in
revising the tax structure of the coun-
try. Our attempt is to spread the
burden of taxation as widely as possi-
ble which will mean that those who
can bear the burden should pay. The
incidence of duty in the region of
Rs. 50,000 to Rs. 1 lakh is reasonably
low being only 8 per cent for the value
above Rs. 50,000. Thus for an estate
of Rs. 60,000 the duty is only Rs. 600
and for an estate of Rs. 75000 only
Rs. 1,500. Even from these amounts
half the court fees paid for obtaining
probate, etc. will be allowed as a
deduction. Hence it cannot be said
that any great hardship will be caused
by this provision. It is true that in
terms of actual revenue, the net gain
resulting from the reduction in the
exemption limit will be only Rs. 50
lakhs during the current year but this
is because these amendments will, if
approved, come into force from
1-4-1958. In other words, they will
affect only deaths occurring on or after
1-4-1958. Ags six months time s

allowed to the legal heirs to submit
their accounts, the revenue effect of
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the amended provisions will begin to.
be felt only after six month, i.e., from
1-10-1958, Thus so far as the
current year is concerned, half the full
year’s revenue only should be taken:
and this is why we expect only a sum
of Rs. 50 lakhs. From the next year
onwards, we may expect our revenue-
from estate duty will increase by at.
least Rs. 1 crore, if not more.

One of the important changes that
we have brought in the amending
Bill is that on the death of a member
of a Hindu Undivided family, his
coparcenary interest in the family will
be taxed at the rate applicable to the:
value of the estate of the branch of
the family concerned. The amendment
proposed does not for a moment seek
to subject any portion of the property
which would not have come to the-
deccased had there been a partition
before his death. All that it says is
that fer calculating the rate of duty
one has to take into account his share
per stirpes in the family for rate pur-
poses, the duty actually being leviable
on and recovered from his own inte-
rest per wapita in the property. 1
hope the House will agree that this is
a better measure of the paying capa-
citv of the deceased coparcener.

Sir. some doubts have been expres-
sed about the desirability of the pro-.
posed amendment raising the period of
chargeable gifts from two years to five
years. It has been said that we are:
giving retrospective effect to legisla-
tion wheih is against all cenons of law,
equity and justice. To remove any
possible doubt I may make it clear that
our amendment extending the two
year period to flve years will be appli-
cable only to all deaths occurring after-
1-4-1958. In respect of all deaths
occurring before that date, only the
two year period will be applicable.
Even so, this provision can no doubt
be said to be retrospective in a certain
limited sense; but in a legislation of
this kind such retrospective provision
is inevitable. It was there even in the
original Act. for though the Estate
Duty Act came into force on 15-10-1958,
all gifts made during the two year
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period prior to death became taxable,

«ven though such period might fall
before 15th October, 1953 .

Under the existing provisions of law
the entire court fee paid is allowed
as a deduction from the estate duty
payable. The result of this is that in
certain States, practically the whole of
the estate duty is wiped out in the
«<ase of estates upto 2} lakhs. In effect,
there is no collection of estate duty at
all ‘in these cases. Some limitation
<of the amount of this rebate would
seem to be justified and with this view
it is proposed to allow in respect of
-deaths occurring after 1-4-1958 only
half of the probate duty paid. In this
connection, I may mention that the
Select Commitiee which had consider-
ed the original Estate Duty Bill had
recommended that such rebate should
be limited to one-sixth of the estate
duty payable,

Sir, there is only one more point to
-which 1 wish to draw the attention
©of the House. It is about the appellate
‘machinery provided in the amending
‘Bill. It will be recalled that when the
Estate Duty Bill was refore Parlia-
ment, there was considerable opposi-
tion to the appellate machinery pro-
vided in the Act. The present system
‘has no doubt worked well and suc-
sceeded in giving expeditious relief and
minimising litigation, but with the
increasing number of appeals it will
‘be difficult for the Board to give the
same attention to appellate work as it
-has hitherto. Moreover, as sufficient
-experience in the working of the Act
Jhas been gained by the Department as
well as the Estate Duty advisers and
practitioners, there does not seem to
be sufficient justification in departing
‘from the general principle of appellate
procedure laid down in the Income-
tax, Wealth-tax and Expenditure-tax
Acts. Under the proposed amendment.
rthe first appeal will lie to the Appellate
Controller with a provision for a
second appeal to the Appellate Tribu-
mal. The question of valuation could
‘e referred at the Tribunal stage to
the arbitration of two valuers as in
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the Wealth Tax Act. Any guestion of
law will be referred to the High Court
by the Tribunal instead of by the
Board as at present.

With these remarks, Sir, I commend
my motion for the acceptance of the
House.

Mr. Deputy-Speaker: Motion moved.

“That the Bill further to amend
the Estate Duty Act, 1953 be reter-
red to a Select Committee consist-
ing of:—

Shri Ashoke K. Sen, Shri C. D.
Pande, Shri M. Thirumala Rao, Shri
Mahavir Tyagi, Shri S. Ahmed Mehdi,
Shrimati Uma Nehru, Shri Shivram
Rango Range. Sardar Igbal Singh, Dr.
Y. S. Parmar, Shrimati Renuka Ray,
Shri Liladhar Kotoki, Shri Jaganatha
Rao, Shri Narendrabhai Nathwani,
Shri Radheshyam Ramkumar Morarka,
Shri Harish Chandra Mathur, Shri
Vidya Charan Shukla, Shri Radhelal
Vyas, Shri C. R. Pattabhi Raman, Shri
N. G. Ranga, Shri M. Shankaraiya,
Shri Styendra Narayan Sinha, Shri
George Thomas Kottukapally, Shri A.
M. Tariq, Shri Kamalnayan Jamunalal
Bajaj, Shri B. R. Bhagat, Shri Mathura
Prasad Mishra, Shri T. Sanganna,
Shri S. R. Damani, Shri Rajeshwar
Patel, Shri T. C. N. Menon, Shri
Prabhat Kar, Shri R. K. Khadilkar,
Shri Bimal Comar Ghose, Shri Arjun
Singh Bhadauria, Shri M. R. Madani,
H. H. Maharaja Sri Karni Singhji of
Bikaner, Shri Premji R. Assar, Shri
Tribhuvan Narayan Singh, Shri N.
Siva Raj, H. H. Maharaja Pratap
Keshari Deo, Shri Naushir Bharucha,
Dr. A. Krishnaswami and Shri Morarji
DPesal.

With instructions to report by the ist
May, 1858".

Shri Naushir Bharucha (East Khan-
desh): Sir, before the matter is put
for the consideration of the House,
may I request the hon. Finance Minis-
ter to extend the time till 3rd May at
least in the case of the second BIIL
I may point out, Sir, that between
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oow and the time that we have to
make a report—1st May-there will
be hardly four working days available,
.and the Gift Tax Bill will take a con-
siderably long time. And, even after
the report is made on 1st May, after
4all, the two Bills are not going to be
taken up simultaneously.

Mr. Deputy-Speaker: The Select
Committee can sit on holidays also.

Shri Nsushir Bharucha: Even if
you sit on holidays there will only be
five days.

Shri C. D. Pande (Naini Tal): And
the same people are there in both the
Committees.

Shri Naushir Bbarucha: 1 would,
therefore, request that the time limit
for Estate Duty Bill may be extended
up to 3rd May.

Shri Morarji Desai: The difficulty
is of the Bills coming here, passed
here and then going to Rajya Sabha
also.

Shri Naushir Bharucha: We cannot
take up the two Bills together.

Shri Naushir Bharucha: We cannot
se¢ that these legislations are passed
before this Session is over.

Shri Braj Raj Singh (Firozabad):
But two Bills won't be¢ passed the
same day.

Shri Morarji Desai: Therefore,
more time is required.

Mr. Deputy-Speaker: He may con-

sider over it. What the hon. Mem-
bers want to impress upon the hon.
Minister is that the Bills would be
taken up one after the other and,
therefore, the Select Committee can
also have some more time for this
8ill. He can consider it and then
give us his reactions.

Shri V. P. Nayar (Quilon): Mr. De-
puty-Speaker, Sir, I have gone through
the amending Bill and also listened
with interest to the speech which was
read out by the hon. Minister. I have
also had the good fortune, Sir, to
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flouse when the orginal Bill was sent
to the Select Committee.

I must, at the outset, repeat what
Comrade H. N. Mukerjee had said
while speaking on that occasion, that it
is good only so far as it goes. This
amending Bill no doubt, has certain
welcome provisions, but I am sorry
to say that Government did not take
courage to come to the House and say
that it is because of the defects, be-
cause of the disastrous failure in the
working of the State Duty Act that
these amendments are now sought for.

] remember, Sir, when we discussed
the original Bill in the Select Commi-
ttee in 1952-53, we tried our level
best to get Government accept some
of the amendments and T  am very
glad, indeed, today that most of those
amendments, which were thrown out
as they usually did in those days,
have now been given shape in these
amendments  (Interruption). 1 am
only submitting that it has taken for
the Government, with all its machi-
nery to find out the details of tax
collection, five long years to find out
the wisdom of our suggestions and the
folly of their stand in those days. I
shall have occasion to refer to our
dissenting notes to the provisions later,
but before doing so 1 may be permit-
ted. Sir. to make a few general obser-
vations.

What has been the result of our
Estate Duty Act? The hon. Minister
rightly said that no precise estimates
were made. But I vividly remember
Shri C. D. Deshmukh telling us that
it will fetch not an inconsiderable
amount for the Plan. Various esti-
mates were made: for example. Shri
Raghubir Sahai who spoke then made
an estimatc of about Rs. 8 crores, and
some Members went to the extent of
even estimating Rs. 10 crores or Rs.
15 crores. At that time we suggested
that. because the Act did not go to

‘the extent we desired and because

there were scrious limitations on the
provision. we could not except any
mentionable contribution for the pur-
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enacted. Shri C. D. Deshmukh after
having considered all the sides of the
discussion had emphasised that he ex-
pected a mentionable contribution
for the Five Year Plan. In our dis-
senting notes—and we were very cate-
gorical in that—we said that if the
Bill was as it was framed there was
possible no change of bringing any
sizeable revenue as was expected by
the then Finance Minister.

We find that what we said on that
occasion has been proved, and proved
much to the detriment of the Govern-
ment's finances. What is the total
collection of estate duty so far? I do
not say that it has been worked pro-
perly, because we know that after
the Estate Duty Bill was enacted into
law in our country some very rich
people known to be very rich have
died. I remember having read paper
reports—I don’t know exactly whether
it was in 1954—that Shri Jwalaprasad
Srivastava who was known to be a
millionaire died. but when he died
hardly 25 nave paise were left. There
was another multimillionaire, Jajodia,
who died, but after his death not a
pie could be collected as estate duty.

Mr. Deputy-Speaker:
naye paise at that time?

Were there

Shri V. P. Nayar: I was converting
it to be modern. Then, Sir, I am also
sorry that a definite allegation had
been made against one of the Cong-
ress Chief Ministers—I do not want
to mention names——that he started his
career as a school master and he died
leaving a very small sum of Rs. 90
lakhs.

An Hon. Member: Rs. 80 lakhs.

Shri V. P. Nayar: No. Only Rs. 90
lakhs. This allegation was not made
by an ordinary person, it was made
by a person of the calibre, and emi-
nence of Dr. Ram Manohar Lohia. It
was reported in the Press, but the
Government have not chosen to
contradict it.

Shri Morarji Desai: That defama-
tion case is going on. On this matter,

my hon. friend may be batter careful
He is very much protected here. 1
wish he tells it outside. Then he will
be immediately prosecuted.

Mr. Deputy-Speaker: Even if he is
protected here, he has to take all
precuation to see that he does not
make any remarks which may be wide
of the mark.

Shri V. P. Nayar: I have been a
very humble student of criminal law.
I have done cases on defamation my-
self. I know the implications and 1
know what is sub judice. Therefore
it is that I said that very serious alle-
gation had been made I do not want
to enter into the details at all, but
what I was pointing out was that it
was not contradicted. There may be
cases, and there is a defamation case,
I know, I am not going into the case
at all. My contention was that when
the press reports came and long after
that defamation case was launched,—
it is after all only a civil case—in the
interval, the Government did not
choose to contradict,

Shri Morarji Desai: May I tell the
hon. Member that this was gone into
very carefully, and the matter has
been decided only recently? How
can we contradict anything without
going into everything completely?

Shri V. P. Nayar: I am thankful for
that information, but by point was
that in the country there has been a
feeling that the working of the Estate
Duty Act was so defective, that the
machinery was not operating properly
at all and that during the last five
years properties were bequeathed in
such a way that rich people have died
as paupers. I would not be wonder-
struck if some of our millionaires,
multimillionaires and crore-pathis die
in future as paupers and not merely
as paupers but as huge debtors, be-
cause at thr time when the Estate
Duty Bill was in the anvil of this
House, we suggested that having once
given a declaration of the intention
of Government to bring forward an
estate duty law, and {f we wanted to
take advantage of that, the Govern-
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ment should not merely have a period
of two years but must have a retros-
pective effect from the first date on
which the firm announcement was
made by the Government that they are
going to levy an estate duty. We
have very clearly expressed it in the
Dissenting Minute. In that case, in
1046, when the Government of India
made a categorical statement that they
were coming out with the Estate Duty
Bill, from that date if all further
_transfers were made subject to taxabi-
lity, nothing of the kind would have
happened. This is what we said then.

I am sorry that I have to read from
my own Dissenting Minute. In that
Committee, there were 35 Members.
Fortunately, 16 are back in this
House. Only Shri Kamal Kumar
Basu and myself raised this point.
The Government were not prepared to
accept five years orginally. We sug-
gested that the duty should be com-
puted from the first date of the dec-
laration of Government's intention to
levy an estate duty, but not being
able to convince my hon. Friends over
there who were in a huge majority, we
agreed to arrive at a compromise of
five years in order to reduce at least
the mischief that would have resulted.

This is what we said. 1 read from
the Dissenting Minute:

“The period fixed for bona fide
disposition of property to be out of
reach of this law is two years. The
corresponding period in the United
Kingdom at present is five years.
The intention is to have some
legislation on estate duty having
been declared as early as in 1946.
Those who may consider them-
selves specially liable for taxation
have had sufficient notice, but
thanks to the policy of procrasti-
nation, such taxable sections have
had sufficient time to make ade-
quate provisions to evade the law
as far as possible. The period
should in fairness to public inte-
rest have covered the period from
now up to the first official declara-
tion about this legislation”.
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But even the suggestion to fix a periud
of five years was not accepted. They
were in the Government, we were not.
We knew they were in the Government
and they did not know this would hap-
pen. The Minister who was then pilot-
ing the Bill had experience as ad-
ministrator for over 30 years, and he
was connected with the finances of
this country. Even a person of that
calibre, of the calibre of Shri Chinta-
man Deshmukh, when we threw out
a suggestion that unless you extend
the period from two years to five
years at least, if not from 1946 on-
wards, it would not be correct, even
he did not accept it. And what is
worse, the very able Select Committee
which had as its distinguished Chair-
man our present Speaker, who later
on made a very interesting speech on
the Bil] also and who made substan-
tial contribution towards the discus-
sion, did not even care to consider our
suggestion, because wou will find in
the report of the Select Committee that
the particular clause referring to the
period being changed from two years
to five years has not been mentioned
at all. It was not mentioned.

1 am glad that Government have
now accepted that the two years rule
which they had was a mistake. Al-
though they may not come openly and
submit to this House that because of
the two years there has been a loss,
I am glad that in two or three sec-
tions the “two” years are now being
changed to “five” years. But the hon.
Minister has disappointed me by say-
ing that these five vears will take
effect only for deaths which occur
after the 1st April, 1958.

1 should very much like the Select
Committee to consider-—having the
very regrettable experience we have
had in the matter of collections—why
it is not possible for us to take the
date back. This is a House which has
power enough to pass retrospective
legislation. I want to know who said
that we do not have power to pass
retrospective legislation in such mat-
ters. We have done it and we can do
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so. If this is the argument, this is
an argument not intended for findipg
additional resources for our treasury
but only an argument which is given
in order that a certain section, the
richer section coming under the taxa-
ble slab, may take advantage of this
rule.

Therefore, I once again want to reit-
erate that Government should in fu-
ture, having regard to the experience
they have had in working out this
legislation and throwing out a  very
valuable suggestion because it came
from the Communist Party, at least
take the lesson that hereafter they will
pay more respect to our suggestions,
because we know how the tax-evad-
ers can escape. We know for certain
that in this country the tax officials
and the tax-dodgers are on a keen
race, and always you find, as we said
in the Dissenting Minute, the dice is
very heavily loaded against the in-
rests of the Government. In such a
race, we very often find that becausc
of the defective machinery, because of
the corrupt administration, the tax
dodgers always have an advantage
over the Government. Therefore, my
submission is that the Government
should not think that it is desirable
only to have two years extended to
five years with effect from the 1st

April.

I have heard it said, and it has
come out in the Press especially and
emphatically too in papers like the
Eastern Economist, that here in India
the tax has become an unbearable bur-
den to the people more than in any
other country. We have revised the
incidence of duty also, and it is argued
that apart from the High incidence of
income-tax and other taxes, if we in-
crease the rate of estate duty as we
seek to do in this amending Bill, ‘it
will very materially affect the pros-
perity of the cctry.

I want to gi\e those critics who often
talk of the tax burden in this country
some comparative figures which will
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convincingly show that it ig not the
highest possible rate of duty in our
country but it is something very much
less. The hon. Minister said that our
annual collection is only around Rs. 2
crores. I have got the fgures pre-

pared from the Ministry. It is not
Rs. 2 crores. It is even less, because,
since 1953-54, from when we could
have collected the estate duty up to
February, 1958, the total coliection
amounts only to about Rs. 863 lakhs.
In 1954-55, it was Rs. 85.16 lakhs; 1955-
56, Rs. 172 lakhs; 1956-57, Rs. 210.87
lakhs; 1957-58, the estimate ig Rs. 250
lakhs, and the collection is Rs. 242
lakhs. So, when we expected this to
be a windfall, when we expected the
estate duty machinery to function in
such a way as to bring in a sizable rev-
enue for the Five Year Plan, and when
we were 1n the doldrums with  our
finance, what we found now is that
the Act was defective, because our
suggestion was not implemented and
because it could not be worked by an
etficient machinery. What labour was
done, as the proverbial mountain did,
produced only a little mouse in the
matter of collection. I want the hon.
Minister to realise this, because today
in the context of our financia] difficul-
ties it is more difficult to get our re-
sources; I wish to submit to the House
the figures which I have here. I would
like to give those figures to those
spokesmen who very often cry in and
out that our tax-structure is such that
it bends them, breaks their spine and
it makes it impossible for them to get
up. I have made some ealculations
on the basis of our present slab as
vou find in this Bill as also under the
current rates of estate duty as you
get in the United Kingdom. In the
matter of the collection from UK, as
I could not get the latest book, 1 got
the figures only for 1955 {rom the
“Government Finance and Fiscal
Policy” by A. R. Ilersic. By my calcula-
tion I will give you some examples
to show how the higher slabs of taxa-
ble persons in our country are ata

positive advantage as compared to the
higher slabg in other countries. I do
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not have the figures for the United
States of America, but they are also
very much similar to U.K. and higher
than in India.

18 hrs.

In India an estate worth Rs. 2¢
lakhs, according to the hon. Minister’s
new Schedule, will have to pay only
Rs. 3.79 lakhs, that is, 19 per cent.
Here I do not go into the relative value
of the rupee and the pound. If you
calculate the estate in England worth
Rs. 20 lakhs of Indian rupees in the
rough and ready calculation, I have
taken one pound as equivalent to about
Rs. 14: we need not go into the frac-
t'ons—the corresponding value of it in
pounds wilt be £146 lakhs. Such an
estate in the United Kingdom will pay
50 oer cent. a: against 19 per  cent.
which we pav in India. Here in an
estate worth Rs. 30 lakhs it will be
Rs. 6 lakhs t~ Rs. 7 lakhs, that is, 22
per cent, while an costate worth £2°13
lakhs in UK. which is cquivalent lo
about Rs. 30 lakhs, will have to pav
60 per cent. Again, an estale worth
Rs. 50 lakhs in India will have to pay
Rs. 1379 lakhs or 27 per cent. while
in UK. an estate of the corresponding
value of Rs. 50 lakhs, that is, £35
lakhs will have to pay 60 per cent. as
estate duty. So, what I submit is that
the higher and higher you go, the
greater is the benefit derived by peo-
ple even at the peresnt slab, which is
certainly a better slab than the one we
had. If you take the biggest estate in
our country, say worth Rs. 1 crore, it
will have to pay Rs. 33.8 iakhs. So,
the percentage is roughly 34 per cent.
of the valuc of the estate. Now, take
the case of Britain. There an estate
worth Rs. 1 crore in terms of pounds
will be worth £7.5 lakhs. It will have
to pay estate duty at the rate of 70
per cent. of the value. In India an
estate worth Rs. 1} crores will pay
only 35 per cent. whereas the corres-
ponding figure for UK. is £5:38 lakhs
or 80 per cent. of the value,

So, this is the difference despite the
improvements which we have made.
Then, as you know, Sir, =an estate
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worth Rs. 1 crore here and an estate
of the corresponding rupee value in
the United Kingdom do not mean the
same thing. Here they can afford to
pay more, because the gap is wider.
That is why I say that the Govern-
ment's improvements do not meet the
requirements of our finances and Gov-~
ernment ought to revise their schedule
so that as it goes to the higher and
higher slabs, there is a proportionately
higher taxability. We should not
leave the rich people to choose to die
rich or to pay less tax than what they
would have had to pay, had they been
in the United Kingdom.

In the United States of America, the
tax structure is different. There are
two typec of estate duty there, be-
cause tha country hags a federal pat~
tern of death duty. The estate tax is
divided into two parts—basic and addi-
tional—and they come to about 77 per
cent. I have not been able to work
out detailed calculations. But it is
not necessary, because, I think, I have
been able to prove that the incidence
of estate duty, as found by the revised
Schedule, will not be commensurate,
will not be equal to the incidence of
the estate duty, as it works out in Eng-
land, from where we have copied our
law, even if you calculate the pound
in terms of the rupee, let alone the
question  of difference in  income-
vatues.

Se 1 would very earnestly urge
unon the Select Committee to recon-
sider the Schedule. There may be some
technical objections for that: I do not
know. The slab should be so fixed
and the rate should be so pegged down
that we are able to mop up a sizable
portion of the estate when it is levied
and our tax officials must be in a posi-
tion to reach them.

There is another point also. I am
sorry, the hon. Minister has not chosen
to revise or amend some of the other
sections which are not at all desirable
in an Act like this. Mr. N. C. Ch.at-
terjee. who endorsed the dissenting
minute of Mr. Tulsidas Kilachand,
said,—a lawver of the eminence of
Shri N. C. Chatterjee said—that cer-
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{Shri V. P. Nayar]

tain sections do not make either head
or tail for him. One such section is
section 28. I have been a lawyer in a
small way, Sir, and I have read it over
again in the Seléct Committee and
elsewhere. 1 am not able to make
anything out of it. 1 do not know
why Government have not to amend
those sections in a language even if it
is in English, in an understandable
way. I will read out one sentence
from that particular section so that
those who have not had the misfor-
tune to read it before may very well
try to understand what I mean by
this. Section 24, as it stands today,
reads:

“Where by a disposition of any
property an interest is conferred
on any person, other than the dis-
poner, for the life of such person
or determinable on his death, the
remainder being conferred upon
disponer absolutely and such per-
son enters into possession of the
interest and thence forward re-
tains possession of it then, on the
death of such person, the property
shall not be deemed to pass by
reason only of its reverter to the
disponer in his life time.”

This is the kind of language that is
used in the Estate Duty Act. Then, as
you know, our tax-dodgers are very
much more crafty than our tax collec-
tors. The slightest loophole will cer-
tainly give them an advantage. In our
country, unfortunately, some in the
cream of our lawyers are prepared to
help the tax-dodgers.

An Hon. Member: No, no.

Shri V. P. Nayar: I very much wish
it was so, as the Hon’ble interrupter
says.

Mr. Deputy-Speaker: Is the hon.
Member included in the cream?

Shri V. P. Nayar: So, Sir, I would
submit that if it is possible in the
Select Committee they should recon-
sider some of the provisions, as you
found in this case, and think whether
it is not time when we want to have
more money to have a law which is
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very cleat and contains unambiguous
provisions,

Mr. Deputy-Speaker: The hon.
Member must conclude.

Shri V. P. Nayar: 1 shall not take
much time of the House, because, I
hope to get another chance also when
this Bill comes back. The hon. Minis-
ter talked about another clause about
appeals. We anticipated that. We
anticipated the trouble by the machin-
ery which was proposed then and we
very clearly told them in the Select
Committee, in the House and also in
the dissenting minute. You, Sir, hav-
ing guided several Select Committees,
know that it is not possible for the
members who attend the Select Com-
mittees to give expression to whatever
they think or whichever opinions they
may hold in the dissenting minute.
We can only stress the more important
points, and that was one of the most
important points that we had stressed.
The hon. Finance Minister very often
says that he is new and, therefore, he
should not be expected to have known
all that. So, 1 would very earnestly
request him to devote some time to
read this very illuminating account
of the Select Committee and also the
dissenting minutes so that next time
when he comes he can meet some of
our criticisms. There we have state-
ed:

“In providing for appeals from
the decisions of the Controller, the
creation of an independent appel-
late tribunal in the place of a
board was suggested. This we
thought very necessary in view
of our accumulated experience of
the working of non-independent
Governmental institutions.”

Why is it that Government did not
change it then? Now after five years
of working they have netted only
Rs. 8 crores, against Rs. 40 crores to
Rs. 50 crores which was expected at
the rate of Rs. 8 crores a year, which
they estimated then. Now we have
gained experience after five years of
working. Instead of netting Rs 8
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crores per year, we have netted only
Re. 2 crores. Therefore, 1 submit that
m matters Jike this. Government
snould not claim any monopoly of
wisdom. It has been proved in this
case that they have been unwise when
we have been very wise. If only they
had taken advantage of the views of
other members who were also chosen
to serve in the Select Committee by
the same House, this contingency
would not have arisen. In the Select
Committee we fought inch by inch to
get these views accepted by Govern-
ment and all our efforts were in vain.
80, 1 beg to submit that Government
should take a completely different
view in the matter of estate duty.
Provided we rectify the lacuna poin-
ted out by members and provided
turther we do not allow such escapes,
T am sure that our expectations about
the possibility of the revenue returns
under this Act will be more than satis-
fled.

I would request the hon. Minister
and also the Select Committee to con-
sider it dispassionately and analyse
the causes of our failure to find out
the defects in the administrative set
up and the machinery and try to
evolve an Act which will be very
much different from what we have
now and which will incorporate all
the necessary provisions and also en-
able our Government to get more and
more finance and which will not leave
those persons, who choose to die,
whether owing {o patriotic urges to
fill up the coffers of our Government
or othcrwise. Let them have that
feeling. One estate, I know, will
be able to yield Rs. 800 to Rs. 400
crores if it was properly plugged. 1
mean the estate which today is that
of the Nizam of Hyderabad. Not that
I want him to die—let him take his
own time, I do not mind-—or let him
exercise his option in favour of the
country; I do not mind that either.
The point is that he was estimated in
1850-51 by a neutral source to be
worth Rs. 500 crores. Normally, if
we take the estate duty at the rates
applicable in England....
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Mr. Deputy-Speaker: It is not fair.
Why should we count estate duty om
that just at present? Let that mman
live.

Chri V. P. Nayar: 1 was only sub-
mitting why it is not possible because
at the time when you gave the dec~
laration of the intention of the Gov-~
ernment to levy estate duty, from
then on till now all manners of trans-
fers have been resorted to.

Shri Narayanankutty Menon (Muk-
anapuram): We can have the wealth
tax.

Shri V. P. Nayar: Even the wealth
tax cannot be had in the measure
really due.

Sir, my submission was only that
death is inevitable, none of us can
cscape it, and estate duty has come to
stay. If not in this year at some other
future date all these rich people shail
die and at that time you will find that
people, who were worth Rs. 500 cror-
es, have left absolutely nothing, or
rather they owe money to some peo-
ple. It is therefore that I suggest that
Government should be more serious
in this matter which is certain to
bring in additional revenue, even
beyond the expectation of the Gov-
ernment, provided they do not repeat
their mistake of not having accepted
save advice, which was very well
meant and which did not have any
intention of harming the interests of
Government. That advice was given
in all good faith. I thank you.

Mr. Deputy Speaker: There is no
other hon. Member who wishes to
speak. Then I would put it to the
House.

Shri V. P. Nayar: Then I would
have spoken for another half-an-
hour.
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Mr. Deputy-Speaker: I would call
the hon. Minister to reply.

An Hon. Member: Shri Heda is
there to speak.

Mr. Deputy-Speaker: Shri Heda
wunts to speak. Yes, he might.

Shri V, P, Nayar: Even then, I
could have well continued for another
Walf-an-hour to deal with some of the
many points 1 have left out.

Mr. Deputy-Speaker: 1 came to his
eescue.

S8hri Heda (Nizamabad): Mr.
Deputy-Speaker, Sir, no doubt the
Estate Duty Bill was quite new to our
country and therefore the experience
that we have gained in the course of
the last few years has stood us well.
In one way the Government has not
come too early to this House for the
uvecessary changes. But the point is
that after all this experience in what
direction the proposed changes are re-
flecting? Shri V. P. Nayar was elabo-
rately dilating on one point, i.e., that
very big estates are escaping one
after another. He quoted certain cases
and examples which were not in good
taste and I would not like to refex
to any one of them......

Shri V. P. Nayar: I have the best
of cases always.

Shri Heda:....though I may be
having a little closer knowledge than
he has of a particular case to which
he has referred. The fact remains that
there was an impression, and I do not
think that impression even now is
wrong, that there were many estates
which were large senough but the de-
wices that were adopted were so
many and the escape methods waere
available in such a number that
transfers of the property took place
ene after the other and we have
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found out that the tax that we could
collect was rather negligibie.

The hon. Finance Minister was
good enough to state that Govern-
ment never gave any estimate. That
is very much true, but all the same
those of us who were in the Select
Committee, did try to get some rough
idea. Shri N. V. Gadgil, who was
here in the last Parliament, with the
figures that were made available to
him by the Finance Ministry, I re-
member, gave his calculation that
roughly he expects about Rs. 9 crores
every year as tax collection. No doubt
the tax collection is lately increasing
The last figure is higher than the pre-
vious one. It is Rs. 2,50,00,000|-. Even
then the expected amount has not
come and the reason for it is that we
have to find out to what extent are
the escape measures adopted by the
owners of big properties. If that |is
so, the amendment should have come
in such a way as to plug those loop-
holes and try to net them, thereby
increasing the revenues. Instead, T
find that the hon. Finance Minister's
first, or rather the most important,
amendment is to bring down the ex-
emption limit from Rs. 1 lakh to
Rs. 50,000/-. The dodgers or the avoid-
ers of the tax are the big people and
instead of roping them in or instead
of meeting the challenge that they
have given the hon. Finance Minister
comes forward and tries to rope in
the smaller fries. I think it is not a
happy decision. Rs. 50,000{- worth of
property in today’s context is not
very much.

Take the case of a house in cities
like Bombay, Delhi or Calcutta. After
all when somebody dies he will leave
a house to his widow or to his child~
ren. If you just take a moderate
house—I am not talking of palaces;
the days of palaces have gone—in the
world of today the idea of amenities
has changed and quite a few ameni-
ties are now available. Therefore, a
house worth Rs. 50,000/- is nothing. 1t
is a very moderate house. So, if you
just look at a man who would leave
a very modest type of property—I am
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not talking of big persons—I think
this exemption of Rs. 50,000/- will hit
hard those whom he probably does
not want to hit. At that time also
it was thought that a house waorth
Rs. 1 lakh is not very much. But then
it was thought that it would be quite
adequate. Prices have not gone down
or nothing has happened. Therefore,
we do not think that a smaller cate-
gory of people need unnecessarily be
charged and they may be roped 1
the orbit of this Bill. Therefore 1
would very much request the non.
Finance Minister to reconsider this
exemption limit. True, he says that
the balance of Rs. 50,000/- that would
result after this amendment is accept-
ed, would be charged only at the rate
of 6 per cent. But the very spirit in
which a concession was given would
be defeated. The spirit was to allow
a man to own a house and a little
property so that not only he spends
his old age well but he allows his
widow or in case of children, who are
cither minor or who are not earning
properly—and many times it happens
that the father was earning very well
but the children have not come up
to that extent—to live well. He would
naturally like to leave some property
behind so that they may live a life
of comfort.

Another amendment that he has
brought is to change the two years to
five years. He stated that deaths that
take place after the first of April would
be goverened by this amendment. As
Shri V. P. Nayar pointed out, it would
have had some meaning had this been
brought earlier. But, since the Act
was already there, to change this limit
from two years to five years will not
make any important change. Again,
I fear that it will hit only the smaller
people, particularly people who do
not come within the orbit of the Act
so far. The hon. Minister was good
enough to say that it will have no
retrospective effect. But, if he means
only thereby that it would apply only
to deaths that would occur after the
1st of April, 1958 it would be not very
fair or it would not be very justified.
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Genuine transfers and other deals
that have taken place before 1st
April, 18958 in the course of the last
five years, would come within the or-
bit of the present amendment. There-
fore, to say that it will have no re-
trospective effect is not justified. It
will have retrospective effect. Accord-
ing to the present enactment, only
transfers within two years are gov-
erned. Now we will be going back to
a further period of three years, and
those transfers and those deals would
also be goverened by this new amend-
ment. Therefore, 1 think it will not be
justified to give such retrospective
effect particularly when he is not ex-
pecting much of revenue. I think, the
additional revenue that he is expect-
ing is about Rs. 50 lakhs. :

The psychology that is created b,
this is that there is a sort of uncer-
tainty in life. The other day, I had
a very funny experience. You know,
in Delhi or elsewhere, those who ply
vehicles for hire—that class—is very
intelligent. They come into contact
with so many people. They look at
them and I may say that in a way,
they are good judges of men and
matters. The other day, when 1 was
going in a tonga, the tongawala told
me these days, three things have
become very cheap. He said that one
of these three things was kanoon. Of
course as a matter of alliteration, he
brought the other words also ending
with noon. He said, noon, khun and
kanoon are very cheap. He said that
salt is cheap and we get 8 seers for
a rupee. Of course, he said that the
method of justice is such that if one
murders, with the help of a lawyer
he can escape quite easily and we
find that big people are escaping the
law.

Mr. Deputy-Speaker: Murders with
the help of a lawyer or escapes with
the help of a lawyer?

Shri Heda: His contention was
that one can even murder somebody
and escape from the consequences if
he has got money.
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Shri V. P. Nayar: That is what the
tongawala said.

Shri Heda: With money, he em-
ploys the services of prominent law-
yers. The third thing which he said
—and that is relevant— is kanoon.
He said, you people in Parliament do
nothing but change the laws; there-
fore, it has become very cheap to see
that today one kanoon is coming, to-
morrow another law and on the third
day, another law is coming. This
creates a sort of insecurity in life.
People feel that whatever the present
enactment is, you cannot rely upon it.
Therefore, we have to depend upon
shrewd commonsense and it is just
possible tomorrow some other enact-
ment may come, and retrospective
effect will take away what they
wanted to save.

The Finance Minister was also
good enough to refer to certain facts
in our economic life when he referr-
ed to Mr. Kaldor. He said that rich
people in our country keep a sizeable
cash, ornaments or other wealth
which is a sort of hidden wealth,
which cannot be assessed, which can
be hidden. But, if we adopt these
methods of giving retrospective effect,
what will be the feeling? We will
be strengthening the feeling of in-
security and the tendency to keep as
much cash as possible in their own
hands or keep wealth hidden. Speak-
ing on hidden wealth, he referred to
benami holdings. So far as benami
holdings are concerned, Government
can come up and they can be a little
harsh also. I have no doubt about
that. The point to which I was refer-
ring was that amending laws are
quite necessary in the light of the ex-
perience we again. But, the amending
laws should not have retrospective
effect. If they have retrospective
effect, they create a sort of insecurity
in life. .

The Finance Minister said that
there was a sort of disappointment so
far as the yield was concerned. I do
not think that this Bill is going to
remove that disappointment. From
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Rs. 2 crores to Rs. 2} crores will not
be an yield that would attract the
people or make them feel that some-
thing is being done. I still feel that
the loopholes are somewhere else and
we have to plug them. We have to
find out ways and methods by which
big properties are not hidden. Many
times, the difficulty is that unless
somebody lodges a sort of complaint
or brings a matter to the notice of
the Government, they do not take
any note of it. I have no idea in this
respect with regard to our Income-
tax department. At least so far as the
working of the department is con-
cerned, it is an integrated one. Differ-
ent taxes are collected through one
machinery. I do not know whether
they have their own intelligence.
Various deals take place in the stock
exchanges and we hear on good au-
thority that so and so has made lakhs
of rupees in speculation. Does the
department bother to find our whether
the rumour that was going about in
the market, which was confirmed by
those who were there actually in the
market, is true, and whether the in-
comes or transactions are entered in
the name of the particular party or
not? If that is not done, it means that
they are evading the tax that
naturally belongs to the country. The
point is that this Intelligence we must
keep in such a way that these big
estates or deals in which one has
made sizeable amounts do not escape.

Instead of trying to plug the loop-
holes and instead of trying to bother
over the big estates, we are trying to
rope in a much smaller category of
people, thereby creating a sort of
heart-burning. So, I feel that the
Ministry should give more thought
towards this matter at the right place
and face the problems squarely and
come forward with the amendments
which would substantially increase
their revenues, not by decreasing the
exemption limit or increasing the rateg
but by plugging the loopholes and not
allowing the big estates to escape from
the orbit of this Act.

With these words, I support the Bill.
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Shri D. C. Sharma (Gurdaspur):
Mr. Speaker, Sir, when the Estate
Duty Bill was passed last time there
was a jubilation in the minds of some,
a lot of controversy in the ranks of
others and a great deal of opposition
amongst some. But, the Congress
Party and the Lok Sabha put their
seal of approval on that for various
reasons. I think to many of ug its
appeal lay in the fact that it was—if I
may use that expression—an ideologi-
cal measure. It was a measure
brought forward to iron out the dis-
parities of income in this country. It
was a measure in the direction of the
fulfilment of the objective of our
country, the socialist pattern of
society. It was a measure which
wantg that the concentration of wealth
should not be in the hands of a few
persons and that the other persons
should not be denied those items of
welfare which are to be the desire of
all of us. Therefore, it was welcomed
by some persons.

But the test of the pudding lies in
its eating. A tree is to be judged by
the fruit it bears. What has been the
result of this? The other day, I went
to a public meeting in Kingsway Camp
and a member from the audience
shouted: “Do not listen to this man
because he represents a party which
has saddled this country with too much
of taxes. All these Congressmen are
bringing forward Bills after 3ills
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which add to the incidence of taxation
in this country”.

Sir, it wag not my experience in
Kingsway Camp, Delhi only; I have
had similar experiences when 1 go
about in my constituency. People
turn round and ask me, ‘Why is it
that you are {rying to pass so many
Bills which add to the taxation of the
people? They ask me this question.

We are passing taxation measure
after taxation measure. In the first
place, we are doing so for ideological
reasons. In the second place, we are
doing so for what I may call the
developmental reasons of this coun-
try. We have to make a success of our
Second Five Year Plan, and other
Plans also. We want that we should
raise internal resources in order that
we should be able to finance those
plans very adequately. Naturally, we
can do that by means of taxation and
other things.

That is a very laudable object. But
that object is not explained to persons
so well as other things. Every day
1 get pamphalets, typed material, big
bundles of papers—and all the other
hon. Members of the Lok Sabha also
get that. Sometimes we get them in
duplicate copies. In those papers and
pamphletgs the whole taxation policy
of our Government is sought to be
interpreted. I thank Shri Bhagat that
he sent us a non-technical explana-
tion of the development rebate. It was
a good thing that he did so because,
after all, we are not technical per-
sons.

But, here is the Estate Duty, the
Expenditure Tax, the Wealth Tax
and now our Gift Tax Bill. They are
all very technical Bills. Of course,
they have done something to expilain
these measureg to us in a non-techni-

24 “APRIL 1958

(Amendment) Bill 11416
cal way. But I would say that even
that non-technical language is sucn
that it gives us the legal connota-
tions of these measures but it does not
give the social implications of them.
We want to know what good these
measures are going to do and the
people do not want to know the legal
quibbles that are associated with
them. Therefore, 1 submit that we
pass these measures for two reasons.
But, what has been the resuit?

I remember I put a question some
years back, during the last Lok
Sabha—I put so many questions—
about the collection of Estate Duty
all over the country

17 hrs,

I sometimes put questions about
the collection of estate duty by Sates
also. I was always told that the col-
lections were far far below the anti-
cipated sums.

Mr. Speaker: Has the hon. Member
much to say?

Shri C. D, Sharma: Yes, Sir, very
much more to say.

Mr. Speaker: Then, he may resume
his speech tomorrow.

——

PRIVILEGES COMMITTEE
Seconp ANy THIRD REFORTS

Sardar Hukam Singh (Bhatinda):
Sir, I beg to lay on the Table the
Second Report of the Privileges Com-
mittee. I also beg to lay on the
Table the Third Report of the Privi-
leges Committee.

17-01 hrs.

The Lok Sabha then adjourned till
Eleven of the Clock on Friday the
25th April, 1958.



