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[=i fga area]
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fom g9 97 F g HTiT Aww a9
FTIF HEFEs AT TIM X AHA W
IR fas cFedfesw & wiwg Ia=d
& @fs =g 99 Wk agm & A

‘Shri Tyagi (Dehra Dun): We wiil
do it. (Interruption),

Shri Priva Gnpta: 1 am a junior
Member and he is a senior Member.
"Why should he interrupt me?

‘Mr. Speaker: Order, order.

=t AE . AQ OF AedT F
we 2| weq wgET, °19 FT 4
£q 0% &iaaT 9vzal 2 fF seeT arzw
A oy FA7A F NOA OF g fAeETa
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qAFT F @9 99 F, 07 I wEa WAl
g At AT wE | FES AR AOH
FI1E 93w AT faar) 9@ @A W a7
AAMAELAIINF FLEO T I8
ar o wr o w=ar e afg ) 3R 9
gy faeqd & wd. ...

AR WL : WU I3 TG AT T
q A Z, A1 ¥ Fo  AFA & gHA
ag FEAT| FgA B A€W TAT Al
TN W T &1 A wE g€ AT A7
«t FEM

12.10 hrs.

APPROPRIATION (RAILWAYS)
NO. 5 BILL*, 1963

The Minister of Railways (Sardar
‘Swaran Singh): 1 beg to move for
‘leave to introduce a Bill to authorise
‘payment and appropriation of certain
further sums from and out of the
{LConsolidated Fund of India for the

Excises (Amend 1ent} Bill

service of the financial wvear 1963-G4
for the purposes of Railways.

Mr. Speaker: The question is:

“That leave be granted to in-
troduce a Bill to authorise pay-
ment 221 277 ropriation of certain
further sums from and out of the
Consolidated Fund of India for
the service of the financial year’
1963-64 for the purposes of the
Railways.”

The motion was adopted.

Sardar Swaran Singh: I introlucet
the Bill.

12.20 hrs.

CUSTOMS AND CENTRAL EXCISES
(AMENDMENT) BILL— contd,

Mr. Speaker: The House will now
take up further consideration of the
folluwing motion moved by Shri B. R.
Bhagat on the 23rd August, 1963,
namely:—

“That the Bill to amend the
Customs Act, 1962 and further to
amend the Central Excises and
Salt Act, 1944 be taken into consi-
deration.”

Out of the one hour allotted for this
Bill, 5 minutes have been taken and
55 miutes are still there. Shri Kashi
Ram Gupta.

Y Tt T M (AFA) e
wera, & ™ faw &1 v w7 §
i g7 F2FT FC AT & oFHo
& 9TF CF dgd 51 F20 g | fag
A maRz g fFmfam d
a1 eE ‘maMHE” T@T M@ 39S
g "%z g §am f& A fe osed

*Published in the Gazette of India Extraordinary Part II—Sections 2

dated 26-8-63.

0]

+Imtroduced with the recommendation of the Presiden?,



261 5 ustoms

0T W TI AETEFT I §
w i &aumar g a7 W Taae
WX § THF WY Fa9 FA G
& o E AR L T ATRR A afrmfaa
AR AT AT AHAT | gafaw § qreeE
74l wgg ¥ fraew s g 7 oam
¥ T oA A A =W § fEoSr
‘e WeE § A W AT FT HITAAN
¥ gW A 9 W) 98 R_W F@ER
™ a9 ¥ 2T 1 9% 7 G A0 |
wfae ¥ qR T fra ¢ e et
Ry 3@ ‘maaE’ = # W
¢, 9 9 faw ¥ 7z famr =nfag
fs “maie’ & waEw FT AR
T FH S ¥ GET & 1| FAHS
wek ¥ ag T ofzx gar f& Wi
FT IAH WETEGW FOAT |

FE AT qH a5 FgAl g 6 qawer
7 maaT g1 § fF o aEn
7 @i H @ga g1 aFiaa e
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fafgiz soodrs @41 T I9080 T,
A9 % T TORIL FHE & A9 H
T GEET FEGT § AR IE9 FEE
qETT FT A@ HATHT AT qFGT |
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T4 graw § § oF Iq0zTw AT 9vzat
giarazg. g fE 9w ¥ Im-
F 8, foaa ot aex of@ 7 w=w
aeETL w1 @ & F fawmim @R ¥
I W g, IR RE d%T ¥
TR AT M@ | FET F dAA 47
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EwTal & Afus 3 S a1 I
A dea @ e
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o ¥ 97 gz A sen g fE
T FHEG A FAFILAA m
tfF N s o wfafare aiE
iz & 9% F0 #1 F A W qnEA
AR WG G #1 FC A § W
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gmar & 5 uaiwr § § faer aman
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T AT A A gy faw
¥ A% ¥ 9T IT© Fz7 FT mwrawmwa
TR AfFrmT g 2 fE
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gl & af I8 fawm & guer
a6 ¥ 97 faqw sori # amwra
S T T A FE A |

fram & &1 ox & a@err wmean
g & wer % womam g faemmee
a’a’mﬁuﬁ;mi’f%ﬁm@t:t
w7z faur ar 5w e
W I fanim @7 o3 s=me,
afed ar & ag 7 ey mn e weeenr
AT FT THR! FHATAT ACAT | g7 T2
faweia &9 & w=@mar srar @ oar 3z
e T=W A AT | TiAC 3w wEw
# difa fraifa w1 saws ¢ e
wfaer # SR @I St FEwT FwTe
IR FIARE a7 § 970 AT fmy
&l 772 @ s
Shri Wardor (Trichur): Sir, I heard

the arguments put forward by the
hon_ Deputy Minister of Finance while
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introducing this Bill, but unless he
has got more reasonable arguments, I
do not know how I can support this
amending Bill. From 1951 onwards
till now the States enjoyed a con-
cession in the customs and excise
duties. Then what is the reason for
having a sudden change introduced
after twelve long years now? Why
not Jet the States enjoy these con-
cessions precisely for the reasons men-
tioned by the hon. Deputy Minister
himself? He mentioneq certain rea-
sons for bringing forward tnis amend-
ing Bill but the wery same reasons
are against the introduction of an
amending Bill like this.

Secondly, the States have not agreed
to this. Some of the States have ob-
jected to the introduction of these new
customs and excise duties on certain
articles imported or produced by them.
In the face of their objection the Cent-
ra] Government should have thought
it wise to let these things zo after
convincing the States of the neces-
sity for the removal of whatever
anomalies there might be in the work-
ing of these concessions to the States.
But that has not been done,

Thirdly, the revenue expected is
quite negligible compared to the huge
amount of customs ang excise duties
collected by the Central Government.
It comes only to a few more lakhs of
rupees, that is, Rs. 20 lakhs by way
of customs duty and about Rs 3 lakhs
by way of excise duty. It is such a
negligible amount. That means that
the things which the States import on
which customs duty is levied or the
things which they produce on which
excise duty is levied are of very little
value and are ignorable from the point
of view of the amount realised,

The only argument that the hon.
M:nister has got for it is that it is notl
unconstitutional. Quite true, it might
not be unconstitutional and Govern-
ment had also taken the precaution
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of seeing that it was not unconstitu-
tional. They had taken recourse to
the advice of the Supreme Court and
the Supreme Court has said that there
is nothing unconstitutional in it and
that it does not infringe the rights of
the States. But that -oes not mean
that this is to be allowed because the
Centra] Government might be entitled
to introduce this amending Bill. It
should be seen whether there is any
necessity for it and if there iz ab-
solutely no necessity for it, why should
the Government all of a sudden take
this legal opinion and without even
lega] opinion, introduce such a mea-
sure if there is no necessity. The
Constitution does not ask for an
amendment of this sort. The proce-
dure to be adopted by the Customs
Act and Centra] Excises Act alsg do
not eal] for such an amendment. Un-
less there is an absolute legal neces-
sity for that, why should you bring
forward such a measure which will be
irksome? That is the most important
point in the whole thing. With the in-
troduction of this measure, the proce-
dure adopted by the States now with
regard to import of certain articles
and also with regard to production of
certain articles which were mentioned
in the speech of the hon Deputy
Minister wil] become irksome so that
they will not be able to do the things
in time.

Then, there ig another point also.
As compared to the States, the Central
Government is not having the same
sort of imports and same sort of pro-
duction. For instance, the Central
Government is undertaking huge im-
ports of machinery and such other
things and the Central Government is
also producing stee] and some such
commodities which are not actually..

The Deputy Minister in the Ministry
of Finance (Shri B. R. Bhagat): They
have to pay duty.
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Shri Warior: Yes, I know. The
Central Government is importing a
huge amount of material and the Cent-
ral Government is also undertaking
in the public sector huge factories for
production and naturally the Central
Government cannot lose money from
the excise duty. That I can under-
stand. But the duty is alsp eoming
to the Central Government. The
Central Government has nothing to
lose in it. Once the duty is imposed
on the Ststes, it is the Central Gov-
ernment which is receiving the cus-
tons duty or the excise duty. Rather,
the States have to forego at least a
smaller amount for this, the amount
coming to the Centra] Government.
So, there is a vast difference. More-
over, what are these imports? These
imports are intended for milk supplies
to the occupants or the inmateg of the
jails, for the training of people in
shoe-making or some such thing. These
are very very small items. Ome argu-
ment that has been put forward is
that the State Governments are un-
dertaking certain business with these
things. Take, for instance production
of certain items for jails. It is well-
known that it is the State Government _
that comsume most of the things—they
supply to jails—say, for example,
milk supplies. Is it with the profit
motive that they are doing it? No. 1
do not think so. The milk supply
scheme is a very popular scheme un-
dertaken by the Government in or-
der to ward off so many malpractices,
adulteration and such other thing in-
dulged in by the private milk sup-
pliers. It is not the scheme for the
profit alone. It is not that the State
Governments are making huge Ppro-
Atg put of the milk supply scheme. In
nrder to have a smaller plant or mac-
hinery for the milk supply scheme,
should the State Government pay an
amount of excise duty to the Centrai
Government?

The only anomaly that has now been
found out is that the State Govern-
ments are doing business along with
private enterprise. Can they be put
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[Shri Warior]

at the same level or in the same or-
der? Can they be compared together?
The private people have got so many
advantages which the public- sector
has not got. As a rule, even jn the
highest sector of economy, like, coal
or steel the private enterprises have
got certain advantages over the public
sector whether legal or illegal which
the public sector have not got. More
than that, the private sector cap do
away with much of the procedural
drawbacks or d'fficulties which the
public sector cannot do. So, we can-
not compare any public sector under-
taking, whether big or small. with
the private sector undertaking. I say,
more advantages legal advantages, fin-
ancial advantages and fiscal advantages
shou!d be given to the public sector.
The private sector can compete even
otherwise in a cut-throat fashion with
any public zector undertaking. Take,
{or instance, the milk supply ucheme.
If proper advantages are not  guaran-
tecd for the public secter .niik =supply
scheme. the whole scheme will fail be-
cause the privale secior has got so
many advantages. Take, for example,
the De'hi Milk Supply scheme itself.
That had bezen the point of criticism
here, Many had raised certain objec-
tions and many had pointed out cer-
tain anomalies in that scheme. Dut no
private sector organisation comes like
that under the limelight for ecriticism.
Hence, Government shouid not think
that giving certain advantaces, either
fiscal or financial to the public sector
is anomalous tp the entire mixed eco-
nomy that they are follow:ng. That
argument, I think, will not stand.

Further, some of these things are
intended for educational purposes.
Now, under the general concessions
given by the Tariff Act, there are cer-
tain itemg which are now taken away
or which are not included in the list
of those articles on which customs
duty should be levied. Now if for
getting those things for the educa-
tional institutions, the Central Govern.
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ment is to be approached and the Cen-
tral Government has to process all
these things, then, I think, it will
delay matters and that will be an im-
pediment in the smooth working of
the educational institutions. I do not
think that this is an item which
should be taken up now. The Central
Government can carry on without
amending this Act and the State
Governments should be left alone in
this matter. Unlesg there is some
other cogent reasons some other very
reasonab'e argument with the Govern.
ment, I do not think we can support
this Bill as ijt is.

Shri S, M. Banerjee (Xanpur): Mr.
Speaker Sir, 1 have gone through
the Bill and particularly the State-
ment of Objects and Reasons. The
hon. Minister in his speech has ex-
plained to this House as {o why this
amendment is necessary. Naturally,
there is some weight in the argument
and, unfortunately. I cannot agrec
cent per cent with the contention of
my hon, friend Shri Warior. The State
Governments may feel some difficulty
about it. But should they not be tax-
ed or should they not pay customs
duty or excise duty on certain goods
which the Central Government is
paying or even the private sector is
alzo paying? Sir in the Statement of
Objects and Reasons, it is said:

“The question whether customs
and excise duties though levied
in respect of goods, were taxa-
tion on property and as such when
any goods were imported or ex-
ported, or produced or manufac-
tured, by State Governments,
they enjoyed exemption under
clause (1) of article 289 of the
Constitution was examined from
the legal and constitut‘onal points
of view and the Government of
Ind’a were, adviseq that such
duties were not taxation on pro-
perty_ It was, therefore, proposed
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that provision be made in the
Customs Act and the Central Ex-
cises and Salt Act for the levy of
import duty and excise duty on
all goods imported or exported,
or produced or manufactured by
State Governments, whether such
import, export production or
manufacture was in connection
with any trade or busine:s carried
by the State Governments or not.

In view of the importance of
the matter and the objections
raised by the State Govern-
ments. ..... Al

Sir, it is because many State Govern-
ments ra'sed objections that they
shouid not be asked to pay the cus-
tons duty or the excise duty on such
goods which they produce whether for
purposz of intermal consumplion or
for the purpse of export ang import.
My hon. friend Shri Warior mentioned
certain very small items and he said
that those items were not being im-
ported for the purpose of having pro-
fits by the State Governments, but for
social work which is necessary, say,
for ¢xample, the supply of milk etc.
I agree with such items. But what
aboui the things in general? Once the
State Governments are exempted, once
the exemption clause applies tg the
State Governments indefinitely, I am
sure that it will be not fair on the
part of this Government tgp get the
customs duty or the excise duty from
the business houses and not from the
State Governments for the items
which they manufacture or which
they export or which they import,

In view of the importance of the
matter, objection was taken by State
Governments. Then a reference was
made to the Supreme Court under
article 143 on the interpretation of
article 289. The Supreme Court con-
firmed that the proposed provision
would be consistent with article 289.
Actually, thig question was raised be-
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cause there was a controversy whici
existed between the State Govern-
ment and the Central Government, But
now the Court has given its verdict
and the Bill is brought forward.

Here I would request the Minister
to kindly let us know whether this
Cus:oms Act or the Centra]l Excise Act
is likely to be amended further, We
have demanded in this House that the
Customs Act should be foolproof be-
cause b'g business houses are takng
advantage of certain loopholes in the
Act. T may not be misunderstood
either by 1ou or by the Deputy Minis-
ter if [ refer to certain recent casei
where big business houses have tried
to dodge Government in So many
forms. Naturally, this does not come
strietly with'n the purview of this
Act Bill. But 1 would like to offer
my comments and get some opinion
from the hon. Minister. T would like
to know how many prosecutions are
pending under the Customs Act, cases
of big business houses who have tried
to cheat Government in the form of
under-nvoicing. This has ‘becon'{e a
diseaze. a cancerous growth and it is
affecting our revenues to a greal ex-
tent. Recently. there were two o
three cases of under-invoicing. One
was in respect of Bird and Company.

Mr. Speaker: So far as asking how
many prosecutions are there and SO

on were concerned. he was go'ng on

all right.

Shri S. M. Banerjee: 1 wanted pro-
tect on from you. If I do not mention
names, he will not reply.

Mr. Speaker: If he wants to refer
to individuals or firms, he must give
advance notice so that the Minister
might be ready with the reply to those
cases. Without that, he cannot ade-
quately answer it and the case wnould
go by default, and it would be an in-
justice to those firms. So I cannot
allow it. He is a seasoned parliamen-
tarian who knows the rule: all right.
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Shri B. R. Bhagat: Moreover, this
concerns article 289, about the State
Governments. They are not under-
invoicing.

Mr. Speaker: He need not mention
names.

Shri S. M. Banerjee: 1 am not nien-
tioning names. For your information,
I may say that questions on this were
already answered.

Mr. Speaker: Then he might take
out those gquestions and answers.

Shri §. M. Banerjee: It was a
written answer which I could not .

Mr. Speaker: [ cannot allow such
references,

Shri S. M. Banerjee: Let him kindly
let us know how many big business
houses were recently prosecuted un-
der the Customs Act, to whal extent
whether all of them have paid fines
which run to the tune of Rs. 20—22
lakhs or some have refused. What
action has been taken by the Central
Government in the martter, whether
they are facing prosecution or not. If
he can, he might mention those cases:
otherwise, I shall be satisfied if he
mentions the number of cases.

Shri B, B. Bhagat: ‘1 am glad hon.
Members have given support to this
Bill. Whatever doubts have been ex-
pressed by the hon. Member who ini-
tiated the debate are, I think, more
an illusion than doubts with real basis.
Firstly, he said that State Govern-
ments should run ther enterprises not
as departments but on a corporation
bacis. He mentioned the case of
transport corporations, and said it
should be done on a commercial basis,
either as a limited companies or as
corporations, and not as departments
of Government as some State Govern-
ment; are doing. 1 think this problem
is more serious in respect of the
transport organisation in the States
which started as departments and
have continued so. We have been try-
ing to persuade them to convert them
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into corporations; some have done it,
others are still not doing it. But we
are trying and using whatever powers
of persuasion we have. But we do nat
have the constitutional power to force
them to do it. It is not desirable to
force them to do it

As for the debinition of Govern-
ment’, he said it should be ‘State and
Central Government’. We have been
legally advised that ‘Government’ in-
cludes both State and Central Govern-
ment. So it need not be changed.

Then Shri Warior said that the
reasons given by me for oringing in
this Bill are not convincing enough.
Probably he has mnot followed me.
Whatever he said has no bearing cn
thiz point. He asked—if it was not
necessary, why was it introduced in
19517 As 1 explained wvery clearly,
when the Constitution was inaugurat-
ed, article 289 took effect providing
that the property of the State Gov-
ernment should-be exempt from taxa-
tion by the Union. Cur constitutional
experts gave the limited interpretation
that customs and excise duties levied
were taxes on property. Therefore, at
that moment, we thought it prudent
to exclude it. But in the last ten
years, for various reasons, the State
enterprises and undertakings are
growing and they are coming in com-
petition with various other undertak-
ings. The Central Government is pay-
ing duties on the products of the latter
undertakings, while the produrts of
the State undertakings are immune
from that. So we entered into con-
sultation with State Governments.
Some of them held the view that cus-
toms and excise duties came within
the meaning of article 28Y9. There-
fore, under article 143, the President
referred the matter to the Supreme
Court. The Supreme Court gave the
decision that duty can be levied.
Therefore, we have come to the House
with this Bill. It is perfectly consti-
tutional and the rationable is very
convincing. So I hope the hon. Mem-
ber will rethink over this matter.

Then, he said it would be procedu-
rally irksome te the States. That is
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taking the argument too far, because
the Central Government itself has a
large number of enterprises in the
public sector which are importing a
large number of goods and paying
customs. They are experiencing no
difficulty absolutely. Why should the
State Governments, whose business is
much more limited than the Central
Government, experience any diffi-
culty? I think all these grievances are
absolutely imaginary and illusory.

He again referred to business under-
taken by the State Governments like
milk supply schemes and said that
they should not be burdened with this
duty. The point is this, that the
parent Act has provided certain exem-
ptions for humanitarian work, public
charities and things like that. If the
milk supply schemes, which are com-
mercial concerns, and things like that
are not covered, they will have to pay
duty on that. The case for exemption
is in the parent law, and to say now
that duty should not be levied is
taking an extremely limited wiew of
things.

As I said, the aim of the Bill js to
remove ar anomaly, and whether an
enterprise is in the private sector or
undertaken by the Central or State
Government, they should all conform
to the standard practice. He has said
that it will increase the burden. Actu-
allv, it is a question of principle. To
regularise it, make it a standard, uni-
form basis for all enterprises, this
duty has to be levied. The principle
involved was referred to the Supreme
Court, on which they gave a ruling.
Actually, in the case of the Central
excise duty, the burden will be only
Rs. 3 lakhs, and in the case of customs
duty only Rs. 20 lakhs or so, for all
the States, which is very inconsequen-
tia'. Actually, even if there is a great
burden. we should stick to the prin-
ciple, but we are in the happy position
that we serve a principle while the
burden is also very little.
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Therefore, from al] points of view,
the Bill should be acceptable, and I re-
quest the House to pass it.

Shri Kashi Ram Gupta (Alwar):
Omne point has been left out, whether
the States have been advised to have
enterprises in future on a corporate
basis and not on a departmental basis?

Shri B. R. Bhagat: I have fully re-
plied. I have said I am trying to per-
suade them.

Mr. Speaker: The question is:

“That the Bill to amend the Cus-
toms Act, 1962 and further to
amend the Central Excises and
Salt Act, 1944, be taken into con-
sideration.”

The motion was adopted.

Mr. Speaker: There are no amend-
ments.
The question ig:

“That Clauses 1, 2 and 3, the
Enacting Formula and the Title
stand part of the Bill.”

The motion was adopted.

Clauses 1, 2 and 3, the Enacting
Formula and the Title were added to
the Bill.

Shri B. R. Bhagat: I beg to move:
“That the Bill be passed.”
Mr. Speaker: The question is:

“That the Bill be passed.”
The motion was adopted.
MAJOR PORT TRUSTS BILL®

The Minister of Shipping in the
Ministry of Transport and Communi-

*Moved with the recommendation of the President.
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