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Bikaner, Dr. A Krishnaswami and
the Mover, with instructions to
report by the 12th August, 1987"

The motion was adopted

EXPENDITURE TAX BILL

The Minister of Finance (Shri T. T.
Krishnamachari): 1 beg to move that
the Bill to provide for the levy of a
tax on expenditure be referred to a
Select Commuttee consisting of Shn
Asoke K Sen, Shr1 H C Heda, Shn
Pratulla Chandra Borooah, Shnn R
Jagannath Rao, Shr1 Muhammed
Khuda Bukhsh, Shr1 Narendrabha:
Nathwam, Shr: Shivram Rango Rane,
Shr1 Anand Chandra Joshs, Dr G S
Melkote, Shrn G S Musafir, Shn G D
Somani, Shr1 Radheshyam Ramkumar
Morarka, Shri Feroze Gandhi, Shn
C D Pande, Shnn Tribhuan Narayan
S ngh, Shnm R M Hajarnavis, Shn M
R Krishna, Shrimati Tarkeshwari
Sinha, Dr Ram Subhag Singh, Shn
Nemi Chandra Kaslhiwal, Shn Saif
F B Tyabj, Shn Fatehsinhrao Pra-
tapsinhrao Gaekwad, Shr1 K Pena-
swam Gounder, Shr1 B R Bhagat,
Shr1 U Srimivasa Malliah, Shn N G
Ranga, Shn T C N Menon, Shn
Prabhat Kar, Shrn1 Bimal Comar
Ghose, Shr1 Laisram Achaw Singh,
Shrn R K Khadilkar, Shn M R
Masan;, H H Maharaja Sr Karni
Smghy of Bikaner, Dr A Krishna-
swami and the Mover with instruc-
tions to report by the 12th August,
1957

The primary object of this Bill,
which seeks to 1mpose an annual tax
on personal expenditure above a
prescribed level, 1s to put a check on
ostentatious expenditure and to pro-
mote savings, and also in fact put a
check on ostentatious expenditure and
to raise the standard of living of the
people It also forms a significant
part of an integrated tax structure
which is now proposed. Besides ful-
filing the need for a more equitable
tax system, appropriate to the struc-
ture of society which we have in view
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the proposals for taxing excessive
expenditure and veglth would make
the tax system better fitted to tackle
evasion of Income-tax

Though this Bill 18 to come into
force from 1st of Apnl, 1058, it s
desirable for a variety of reasons that
this Bill should be passed m this ses-
sion For one thing, the tax-paying
public would know what exactly are
the implications of this tax It would
also give enough time for necessary
administrative arrangements to be
made

The discussions that have taken
place in this House and elsewhere
since the introduction of this Bill
have shown that there 1s general
agreement with the broad objectives
of the Bill, though a good many sug-
gestions have been made for modifi-
cations here and there I have been
I have carefully examined the various
suggestions made While the basic
scheme of the tax has to remain as 1t
18, 1t should be possible to make suit-
able alterations to improve the struc-
ture of the Bill

The provisions of the Bill as pro-
posed are now fairly well known and
I do not propose to repeat them here
I shall confine myself to suggesting
some of those matters to which the
Select Commttee may profitably
apply its mund Apart from a number
of procedural matters and suggestions
to clarify the meaning of some of the
provisions, the mam points that I have
i mind for drawing the attention of
the Select Committee are the follow-
mg

Hon Members during the earher
discussions_had pomnted out the incon-
sistency of the proviso to clause 3 ot
the Expenditure Tax Bil which res-
tricts the habihity only to persons
whose total income under the Income-
tax Act exceeds Rs 60,000

I had mentioned that I was aware
of this discrepancy, but I thought that
for the purpose of‘etolving a suitable
deflrution, it was better to leave it
to the Select Committee and its cumu-~
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lative wisdom to that task Mean-
time, 1 have given very careful cons!-
deration to this matter and I feel that
this proviso has to be changed or
dropped For expenditure tax pur-
poses the income should not be the
decisive eniterion For, if that is so,
expenditure from assets from wealth,
will not come within the rmuschief of
the Act

The Committee may, therefore, con-
sider dropping this particular proviso
It this 1s agreed upon, 1t would follow
that the only criterion for determin-
ing the assessibibty of a person to
expenditure tax would be his annuai
expenditure on personal consumption
This being now the sole criterion, the
Committee mught like to reconsider
the present Tax-free limit In the
Bill we have provided a basic allow-
ance for an individual including his
wife of Rs 24,000 It would have
been Rs 36,000 if the proviso to clause
3 was accepted Similarly for the
karta of a Hindu undivided family
and his wife a similar allowance 1s
conceded, and an allowance of Rs
5,000 for each dependent or member
of the faiomly Some adjustment in
this scheme of basic allowance will
be necessary In my view instead of
the present limits of Rs 24,000 for
each individual and his wife and Rs
5,000 for each dependant subject to a
ceiling perhaps of Rs 36,000 or Rs
34,000 as 1t would have been, 1t would
be better to suggest to the Select
Commuittee that the Limit should be
raised to Rs 30,000 for the indivadual
with a wife and one dependant Whe-
.ther he has a wife or not and whether
he has a dependant or not, and even
if he has a dependant and wife he will
have a limit of Rs 30,000 For each
additional depandent allowance may
be Rs 5,000 subject to a ceiling In
my view the ceiing ought to be Rs
35,000 allowang for one wife and one
dependant  Corresponding modifica-
tions should be made in the case of
Jomnt Hindu farulies, that is to say,
if the proviso to clause 3 is accepted,
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then the ceiing would have been
Rs 36,000

Now we propose a ceiling of Rs
35,000, assuming that a person has got
a wife and 2 children Otherwise,
1t will be only Rs 30,000 That is a
matter for the Select Committee to
examine

It has also been represented that
these minima would operate harshly
on particular individuals whose nor-
mal expenditure 13 much higher, and
who have commitments already on
which they have been spending We
have been told that i1t would be diffi-
cult for them to immediately change
over It may be that the Select Com-
mittee may be able to consider this
matter of allowing some time for
change over by fixing a higher ceiling
m the case of people who could show
that 1n the three previous years they
were spending much more money than
the present hmit bringing it down by
Rs 5000 every year provided that
whatever ceiling you fix, the net
expenditure over that ceiling or
slab would be attracted when
they spend beyond that figure
It may also be necessary in certain
cases to provide for certain traditional
religious, charitable commutments I
hope that the warning mentioned by
the hon Member, Shr1 Raju relates
to this There may be certain com-
mitments and if the commitments are
proven, until such time as we are able
to tighten up these charitable endow-
ments, some kind of a provision
ought to be made

There 1s also some change called
for 1n the allowances in the case of
non-Indian citizens residing 1nside
India In a majority of cases, by the
very nature of conditions in  which
they work, earn and spend, they are
obliged to spend, inewvitably, m theiwr
home countries on items like the edu-
cation of children, etc In any event,
there will be no check on their saving
and remutting their money abroad. If
they remit moneys abroad and invest
1t, their income will be taxed by the
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Indian incomie-tax; they will also get
double income-tax relief. In such
cases, there will be no harm in allow-
mg an extra allowance for the sake
of their expenditure abroad. It would
really be more or less a national con-
cession excepting that it would avoid
looking into their accounts to that
extent.

Apart from these changes of subs-
fance, some amendments of a minor
nature also appear necessary. They
are mostly of a procedural character
and it is not necessary for me to go
into those details at this stage.

I have been told that the expendi-
ture tax is not as tight as the wealth
tax. There are a number of loop-
holes that have to be plugged much
more than in the wealth tax where
the changes that are necessary are
comparatively small. I am sure we
will have the benefit of the remarks
of the hon. Members here before we
go to the Select Committee. = When
the Bill comes from the Select Com-
mittee, the House will have ample
opportunity to discuss the Bill, as it
emerges from the Select Committee.

But, I would like to point out, in
all humility, to the hon. Members
that this tax is something which is
new. It is not a question of copy-
ing from here or there. It seems to
us, to those who have been familiar
with the tax structure in this coun-
try that it is particularly fitted so
far as this country is concerned and
we can achieve our objectives by
means of this tax. Undoubtedly
certain scrutiny of the personal ex-
penditure would result without which
it is not possible.

It has been mentioned that the
very idea of an expenditure tax is
something that goes against the pro-
visions of the Constitution—the per-
sonal liberty of the individual. But,
I am sure that this view would be
rejected not merely by the House but
also by the people who can decide on
a8 matter like this.

But, in operating this measure, we
have to be fairly careful. While we
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should not allow any income to escape,
we must also understand that the in-
come is not the main thing for this
tax because if we do mot get income
from this tax we get it from the other
side. If a person does not pay the
expenditure tax, that means he does
not spend. Money is available for the
community by way of savings. Wealth
is created which will attract wealth
tax. More money is available whic!
will have to go into institutional in-
vestment. Once we know what is
the money that is saved, there will
be no difficulty in putting it in insti-
tutional investment. The operation of
it will undoubtedly take time and we
cannot see the results in a year or
two.

If somebody says: what is it that
you are going to get out of this tax;
you are going to get only Rs. 10 crores.
I shall be disappointed if I get Rs. 10
crores. It means that the purpose is
not served and that people go on
spending. If 1 get more money out
of dividend tax, when I intend divi-
dend tax to be dividend restraint tax,
the purpose is partly defeated.
Similarly, I hope that in course of
time people will agree that they
should not spend more than Rs. 30,000.
Ultimately, if everybody spends only
Rs. 30,000, we may not get this tax.
But. the tax will nevertheless be
necessary as a restraint on conspi-
cuous consumption.

A question was put to me by an
hon. friend. He laughed; probably he
thought that I did not understand its
implications. He asked whether we
are going to put a check on buildings
during the Plan period? I said: no.
That is my understanding of the ques-
tion. We will have to start buildings.
We shall be producing enough cement
and probably enough steel by 1989.
They will have to start the construc-
tion of public buildings and private
buildings for housing the middle-
classes and the low income groups.
While I have put a check on buildings
today, it is only to take time over it.
If somebody comes and says that he
has to build a public building, I am
prepared to allow him to go and lay
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the foundation. I ask him to be
ready for building later on m 1959
Similarly, if somebody comes and says
1 am going to start clearing the slums,
1 give my immediate permussion It
will take hum a year or two to ac-
quire the land and develop it Like
this, we have to prepare for action,
for the construction of public buwld-
ings and bwildings for low income
groups Certain amount of money
will have to be spent in very desira-
ble directions, 1t should not be spent
in undesirable directions It s
not spent we would not get the tax
Supposing we get Rs 10 crores, the
original purpose 1s not served but we
get this income all the same It may
be a compensation That 1s how I
have to look at it That 1s what I
would suggest to the hon Members

In thus pa}rhcular context I am not
in a position to lay down that this 1s
the right thing Another person may
say that this 1s right, I am not in a
position to say that he 1s not right
But, 1t 1s a new tax All such taxa-
tion, to some extent, 1s abnormal
Human system resents a foreign body
Similarly, 1t does not lhke taxes If
you want a tax, you have to give that
mn little doses I would suggest the
scheme that we have envisaged pro-
bably with certain revisions The
Select Committee would perhaps make
1t acceptable

Agam, as I have said yesterday
pepole who do not spend Rs 30,000
complain agamnst the expenditure tax
May be, people who have a net in-
come of Rs 30,000 would be asked but
that 1s where the check on tax evasion
comes We have to extend the area
of scrutiny I do not think that it 1s
the common man again If an officer
gets Rs 3,000, he 1s still out of it
Even a man getting Rs 4,000 1s out of
it If s net income 1s of the order
of Rs 2,400 per month, allowing for
provident fund deductions, etc 1t will
come a little lower and he will not
reach that level at all. Probably a
very small percentage—about a quar-
ter per cent of the people may come
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in and the 99 75 per cent of the people
should not at all raise any voice of
protest aganst this We shall be
careful both in the admimstration and
the evolving of the tax and shall make
the people of the country accept this
new tax by giving it to them in doses
which they can assimilate That is all
that I want to say at this stage

Mr. Speaker: The montion is now
before the House

Shri H. N. Mukerjee (Calcutta-
Central) Mr Speaker, Sir, I wish I
could congratulate my hon friend the
Finance Minister without reservation
for having pioneered an item of taxa-
tion like the expenditure tax, but I
fear I cannot quite bring myself to
do so

Shri T T. Krishnamachari: The
question 1s enough

Shri H. N. Mukerjee: 1t 1s, of course,
very good that he 1s attempting now
to change the taxation structure of our
country m order to make 1t more
effective and equitable He has drawn
heavily, as we all know, on Dr
Kaldor’s suggestions, and within limits
he has shown a certain quality of
courage and imagination but, unfortu-
nately, 1t 1s still very far short of what
1s required 1n the context of today

Sir, you will permit me to make a
few general observations before I go
to the provisions of the Bill before us
The Finance Minister, obviously, has a
very great appreciation of the views
of Dr Kaldor, but in his hands the
Kaldor proposals have been so diluted
that there 1s a serious danger of their
becoming largely 1neffective

This was seen specially in the case
of the capital gains tax, which he in-
troduced rather partially and timo-
rously last winter It appeared that
the Finance Mmister's expectations of
revenue on that score was about one-
third of what Dr Kaldor had esti.
mated, though even that perhaps has
already proved an over-estimate, and
that 1s due to the fact that there is
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something wrong m the manner in
which he tries to adapt the Kaldor
proposals to the conditions of our
country

Dr Kaldor had suggested an inte-
gral approach sa that five taxes could
go together The income-tax, capital
gams tax, annual wealth tax, tax on
personal expenditure and the general
guft tax, all the five according to Dr
Kaldor’s suggestion, were to be as-
sessed simultaneously on the basis of
a single comprehensive return, which
would then operate more or less
mutually as a self-checking appara-
tus so that evasion could be mni-
mised

I do not say for a moment that the
Kaldor proposals are sacrosanct and
that we should not to try to adapt
them in the manner which we consider
to be most in conformity with the
interests of our country, but I do not
know how the Finance Minister could
come to the conclusion that a gift tax,
a proper gift tax, 1s not needed at the
moment

As a matter of fact, when in the
last Parliament the Estate Duty Bill
was bemg discussed 1t was pomnted
out—by us on this side of the House,
I rcmembrr at very vividly—over and
over again that unless there was a
real check on the so-called gifts the
Estate Duty would prove to be largecly
unavailing On that occasion the
Government did not lsten The
Estate Duty which was originally
estimated to bring 1mn about seven
crores every year to the Exchequer
has hardly brought one crore to the
Exchequer The gft tax, however,
has been given the go-by, at least
for some time to come by the Fmn-
ance Mmaster

I very much hke the Finance Minis-
ter these days when he professes a
certain spiritual metamorphosis and
talks Qquite enthusiastically about so-
cialism and the hard core of the Plan
I am very happy that he does so But
I fear that his principal friends are
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tion of our commumty, but the busi-
ness community, who figured in a
question this morning, whom the Fin-
ance Mmister met in Calcutta and
Bombay, have, generally speakmg, a
knack of passing on the tax burden
to other sections of the community
But 1 do not see the Finance Minister
energetic enough to try and see that
between Government and those other
poorer sections of the commumty
there 1s a better relationship On
the contrary, as far as relationship
with the high and mighty business
community 1s concerned no effort 1s
spared in order to make that relation-
ship very pleasant I do not mund
that relationship bemng very pleasant,
1t ought to be so but, at the same time
there should be cffort to see to it that
the integrated interests of the entire
community are looked after

I wish the Finance Minister makes
a spcalal effort Now that the Plan
1s there 1t has got to be saved, 1t has
got to be implcmented properly Now
it 15 1n fact, 1n jeopardy because
of the multi-pronged attacks com-
mg to 1t from different quar-
ters This 1s exactly the time
when the Finance Minister should
choose his friends a little more care
fully He should meet less the
rcpresentatives of the busmness com-
munity and more the representatives
of the other scctions of our people

Now Sir these spokesmen of the
business community have already
begun to squeal, but they should be
told Very straight by the Finance
Mmister—I must concede that some-
times he does do some plain speaking
to these people—that gquite apart
from socialism which may not be on
the agenda, fiscal policy today in
any capitalist country which wants to
preserve itself has got to try to
remove inequalities It has got to
be done This squealing which 1s
commg from that quarter in regard
to such 1items as wealth tax and
expenditure tax should be disregard-
ed, and these people should be made
to understand that the country today
is determined to achieve a socialist
soclety, that we have set a terminus
and beyond that terminus we are not
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going to allow the predominance of
private vested interests in the eco-~
nomy of India That 1s a matter on
which there 15 entire agreement m
this country as far as the people are
concerned, and I wish the Fmance
Minister acts accordinglv

Now, the country will not casily
forget the Fimance Minster, and
the country will not also forgive the
Finance Mimister because m his
budget he has tried to soak the poor
by collecting nearly twice as much by
additional indirect taxation as he 1is
going to collect by way of direct
taxation It 1s not only that he has
soaked the poor also in regard to
direct taxation he 1s keener on giving
relief to the rich than to the lower
income groups, particularly {o the
very rich he 1s generous

Inspite of the admitted difficulties
regarding administration, the taxable
minimum has been lowered so that
the smaller fry can be netted I
remember the former Finance Minis-
ter, Shri C D Deshmukh, saymng n
1853 that too much of the income-tax
department’s time was being taken up
by the relatively smaller assessments
and 1if the number of such assess-
ments could be reduced the depart-
ment would be able to give greater
attention to the case of the bigger
assessees and improve the revenue
from income-tax Now the Finance
Minister has brought about a situa-
tion by which tons of paper will be
wasted and a good deal of time.of the
income-tax staff will be unneces-
sarily spent in assessing the poor
fncome earning elements of the popu-
fation, while those who are at the
top are getting a particular conces-
sion.

He has given rate relief to top
income brackets in the current year
by deferring the enforcement of the
expenditure tax. This postponement
of the enforcement expenditure tax
to 1958 is something which I do not
tike I know that he has a defence
and, perhaps, it might sound to be
a very plausible defence. He might

point out that income accruing this
year will not be chargeable before
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next year., But I feel that is no
defence. As a pomnt of fact the

business community and the few
thousands of people who will come
under the operation of the expendi-
ture tax, with an year’s handicap
will make their own arrangements.
Big money will put up 1its own def-
ences They will call wmto the
picture all kinds of people including
chartered accountants, to whom the
hon Mimnister for Commerce and
Industry gave some advice the other
day in Calcutta regarding the part
which they take consclously or uncon-
scrouslv in the task of evasion of
income-tax. Now, all those people,
the big moncy nterests, would put
up their defences and would try to
see 1t that when 1958 comes, as few
of them as possible will be assessable
to the expenditure tax I feel that
something could be done about it
here and now A suggestion has
been made, not by very radical
people, but by a journal from Bombay
with which the Finance Minister 1s
very famihar, the Economiwc Weekly.
It suggests that the personal expendi-
ture tax mght be mtroduced here
and now without disturbing the exist-
Ing super-tax, but the rates applywng
should be i1n the range of 5 to 50 per
cent 1nstead of 25 to 300 per cent
It was suggested by Dr Kaldor that
we could as soon as ever that is pos-
sible introduce the expenditure tax
and at the same time, the super-tax
rates should continue; but, because
the super-tax rates continue, there-
fore the rate of expenditure tax for
this particular year would be rather
lower When we shall find out more
facts 1n regard to the situation from:
next year, we shall raise the figures
of the expenditure tax. That is a
suggestion which I hope the Select
Committee would consider. Though
I really have not a great deal of
optimism in regard to the matter, 1
beg to the Select Committee to give
its mind properly to this matter. I
feel that by postponing the enforce-
ment of the expenditure tax, the
Finance Minister has made the Bill
to a certain extent self-defeating and
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that is something which I am sure he
would not like to do himself

Then agawn, the rates of the expen-
diture tax which he has proposed
are very much lower than what
Dr Kaldor had suggested Dr
Kaldor had said himself 11 his report
at page 5 that the rates that he
had suggested might appear “unduly
lenient”  These are the exact words
which he used Here 1s a person
who 1s a right-winger in the Labour
party in Great Britamn, he 1s not a
rabid left-wing enthusiast and he says
that 1n India conditions, the rates
which he has proposed might appear
to be unduly lenient Now the Fin-
ance Minister beats them down even
to very much lower figures I would
say for example, that clause 3
exempts from the tax those with
taxable annual 1ncomes under
Rs 60,000 Dr Kaldor suggested that
Rs 40000 should be the limit
Personally I would lhike the Select
Committee to put it even lower, say,
Rs 30,000 That 1 thmk should be
fair enough In regard to this Dr
Kaldor had made certain obseava-
tions m pages 46 and 47 of his reoort
He says on page 47 of his report

“If the exemption hmt were
put at Rs 6,000 per head and the
maximum slab of 300 per cent
were impsoed on cxpenditures in
excess of Rs 30,000 per head, the
liability to tax would extend to a
considerably larger segment of
the population and 1t would have
a more powerful effect mn res-
tramning spending”

He adds that m Indian conidtions
such effort to restrain spending and
to increase public saving should be
made very seriously I suggest that
in the hght of this, the rates of the
ta¥ mentioned in the schedule should
be revised and the recommendations
of the Kaldor report adapted to the
conditions of our country should be
sought to be more effectively incor-
porated in the provisions of this Bill

I feel also that clause 3 should be
suitably examined and revised by
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the Select Committee This clause
should be re-examined particularly
in regard to the question of exemp-
tion from expenditurc tax in certamn
cases Sub-clause (f) in particular
needs to be changed, since we do not
yvet have a gft tax Dr Kaldor says
that according to some¢ observers,
the expenditwie of the upper classes
in India amounts to over Rs 500
crores This 1s the figure much
higher than the total of net imncomes
after tax of all 1ncome recipients
with mncomes of over Rs 10,000
Official figures about how much monev
18 spent by our top income-earners
are not yet there, but here 13 an
estimate which Dr Kaldor has made,
The total, therefore, 1s hkely to be
very substantial 1f there 18 tolerably
efficient administration I fear that
the Finance Minister's eflorts might
founder on the rock of adminstration
That 1s a rock which might appear to
be the enemy number one as far as
the suggestions are concerned and
therefore I fear that the Finance
Mimster’s good mntentions, even when
they are good, will very lkely
founder on the rocks of administra-
tion It 1s an irony of fate that the
manner of Government's execution
even of very good measures i1s usually
such that they become absolutely
mneftective or worse

For example, in regard to income-
tax admumstration sometime ago m
this House in the last Parlhament,
there was a full-fiedged resolution
and the Fmance Ministry could not
just brush it aside as unnecessary
The question of evasion 1s referred
to so often ind Dr Kaldor’s estimate
of Rs 200 to Rs 300 crores 1s vivid
in everybody's memory But qute
apart from estimates, last year in thie
House we were told that—the answer
was given sometime in September,
1956—the arrears of income-tax col-
lection mn this country amounted to
Rs 180 crores Qute apart from efva-
sion which 1s of a stupendous charac-
ter, the sheer arrears amounted
to Rs 180 crores That was the
information supplied in this House in
answer to a question Now there
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are other things There are the
security vaults in Bombay, Calcutta
and other places and the Government
has told us over so many times that
we do not even know what 1s the
content of these secunity vaults
There are transactions made in the
Turf Club of Calcutta and Bombav
over racing and that sort of thwng
which are very fruitful sources of
evading taxation and of avoiding pav-
ments legimitately due to the coun-
try.

In regard to this, I want to repeat
again what I referred to earhier
about the role of the auditors The
Minister of Commeice and Industry
did a good thing ;n reminding the
auditors in Calcutta that they should
do something to rehabilitate the'r
own reputation I know <omc of
them feel rather sore about 1t, but
it 1s a matter of fact that unleec the
sharks of big business get the ascist-
ance of these people who know
the ins and outs of income-tax cva-
sion, unless expert assistance 1S given
by lawyers, sccountants ond a
whole set of others against whom
comments have been made even by
the members of the Incomc tax
Investigation Commission, the b.g
money interests cannot evade tax b4
remember the Income-tax 1nvesti-
gation Commission once remarking
that some of those people w'o dre
looked upon as the leaders of suc. ty
are taking part m the task of help-
ing the evasion of payment cf
income-tax on a very large scrle
Auditors must play their role and we
know that mn our country the deter-
rents against evasion are very weak
Dr Kaldor has referred to tre ques-
tion of deterrent measures m order
to punish evasion He has shown
how to follow the Brtish model,
while if we look at the American way
of running their income-tax adniini-
stration, we can give deterrent
punishment for those who are cheat-
ing the country by evading income-
tax in the manner that they are
doing so notorjously. Our methods
of deterring and checking income-tax
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evasion are so bad Therefore,
somehting has got to be done about
1t

That brings me to the fact of the
treatment which we should afford
to the mcome-tax staff This is
very relevant to his Bill because
1t 1s said that the present income-
tax appartus will be expand-
ed, but the pattern will remain the
same and the new apparatus ampl-
fled as necessary will look after the
collection of wealth-tax and expendi-
ture-tax ~ What are we gomng to do
about making our 1ncome-tax staff
really efficient and really devoted to
their duty” Dr Kaldor has suggest-
cd that we should pay them more
Personally, cven though 1 generally
consider that we should try to brmg
down salaries in conformity with our
country’s requirements, in the income-
tax department if it becomes neces-
sary, d4as 1t appears to be, to have
a really efficient cadre composed of
persons who can stand up to the
big money-bags, surely wc must pay
the income-tax people a grcat deal
morc than we do at the moment
What I find 1s that when you get
serious allegations against the topmost
offictals of the Income-tax Depart-
ment, those allegations are usually
not looked into pioperly On the
contrary, on the suspicion that
information has leaked out because
of the junior members of the staff
having supplied such information to
people outside, high up officials of
the Income-tax Department take

vindictive measures even against
officers likke Income-tax Officers
(ITOs) who are courageous and

honest enough to make proper assess-
ments  Therefore, there should be
an effort really to change the mcome-
tax administration *

138 hrs.

In this connection I am reminded
of the very remarkable difference in
treatment which Government metes
out towards those who are very high
up 1n the tree as far as the admini-
stration 18 concerned and those who
are low down the ladder. When the
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Finance Minister went to Bombay,
the income-tax employees wanted to
see him; he had no time for them.
But when the Managing Director of
the State Bank of India resigns in a
huff because he did not like certain
things said about his high salary in
Parliament, he is given a gratuity of
Rs. 2,00,000. That was the informa-
tion supplied to us here in this House.
I did not meet the gentleman con-
cerned. The former Managing Direc-
tor of the State Bank of India who
resigns because he disliked certain
things about him in Parliament gets
a gratuity of Rs. 2,00,000

That was the information supplied
to us here m this House I did not
meet the gentleman concerned The
former Managing Director of the State
Bank of India who resigns because he
dishiked certam things said about him
in Parhament gets a gratuity of
Rs. 2,00,000

This is the treatment you give to
your staff Those who are at the top
get away with 1t; those who are
likely to be in league with the sharks
of the big business, get away with
whatever they want to do But in
the case of those who are lower down,
a person who perhaps starts life on
Rs 350 a month and goes up to
Rs 650, if he has to jump an effciency
bar, officers higher up would make
it difficult for him. Unless you treat
the people who are lower down in the
soclal and administrative ladder,
better, you will not get the coopera-
tion of the entire department in run-
ning 1t honestly There must be
safety in numbers if you are going to
have an uncorruptible administra-
tion. You may have all kinds of
confidence in the high officers I do
not say anything agamst the very
high officers as a general rule. But
there must be safety in numbers. You
must trust more people who are
lower down the administrative lad-
der and you must treat them better,
8o that the collections that we want
to make will really redound to the
interests of the country.

The expenditure tax is something
which we welcome, but we want a
change in the administration. In
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this connection I wish to end by quot~
ing what was said in the Plan Frame
nearly two years ago. In the Plan
Frame it was stated:

“The administrative difficulties
inherent in the existing govern-
ment machinery are ukely to
prove the greatest obstacle to
efficient management. To over-
come such difficulties large orga-
nisational and even constitutional
changes may become neces-
sary. The problem is urgent and
requires immediate and serious
attention ”

This was said in the Plan Frame
two years ago. ‘The Fmance Minis-
ter has talked about secretarial
appurtenances which he would utilise
in order to make it more effective.
But I would ask the Finance Muis-
ter—I would beseech him—not to
depend only on secretarial appurten-
ances I would ask him to come for-
ward and bring about a real and com-
prehensive change in the Income Tax
Act also, I would ask him to come for-
ward as a corollary to the Bills
which he has proposed m the
House today, with suggestions as
soon as he ever can to over-
haul the entire structure of
Income-tax levy and income-tax
collection. Unless that is done, unless
the admunistration 1s overhauled 1n
the interests of popular welfare and
the collection of the maximum reve-
nue which 1s needed for our Second
Five Year Plan, whatever legislation
we place on the statute-books will
really come to naught. Therefore I
suggest that certain changes be made
in the Bill and that further efforts
be made on a comprehensive scale to
bring about such admunistrative
improvements as would really
accomplish the purpose which the
Fmance Minister says he has in view.

Shri S. N. Dwivedy (Kendrapara):
Mr. Speaker, Sir, I rise to welcome
this measure because I feel that for
the first time there has been a depar-
ture from the traditional policy of
taxation. Not that this Bill goes
far enough; but the taxation measures.
that have been proposed would have
been incomplete without a measure
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.of taxation expenditure So long the administrative machinery is

we have followed a policy of taxing
more and more those who have less
and less That 1s the traditional
«<capitalistic policy, which has been
followed although we have been
shouting the slogans of socialistic pat-
tern Therefore, although, economically
speaking this Bill will not bring
much money to the exchequer,
because 1t 1s already known that
before thesc taxation measures on
wealth and expenditure were pro-
posed. concessions fo the 1icher sec-
tion of the population had been given
to the extent of Rs 7 crores and odd,
1t 1s a step in the mnght direction.

We know that the 1:ch <ection in
our country 1s not gomg to be hit
hard by this measure But we have
broken a new ground which will 1n
future lead us to take more stringent
measures for the development of our
country for which we want more
money. It has been argued that
since there 1s no such measwre in any
-other country, it 1s rather a venture
which we should not have attempted
with a defective administrative
machinery 1 fedl this argument does
not hold good so far as our country
is concerned I do not feel that in
any other country there is such a
-great unanimity for achieving a
socialist society through democratic
and peaceful means The party in
power has not yet told us the nature
of the socialist pattern of society that
they want to create m this country.
Perhaps they still feel that within
the capitalistic structure they will be
able to do something here and there,
but that attempt is not going to suc-
eeed, nor are the people at large
going to leave them at that There-
fore, out of necessity they have been
compelled to bring forward measures
1i¥e this and if in the mmplementation
of the measures there are difficulties
in the admmistrative side, I believe
that also would have to be removed
It is better to make an attempt than
to stop here because we are faced
with difficulties. There is no deny-
ing the fact, as has been pointed out
"by the previous speaker that unless

overhauled and ymmediate and prompt
steps are taken towards that end,
such measures will not be successful.
Therefore, 1 feel that we should not
stop here on the ground that the
admunustrative machinery 1is defective.
We must go ahead and see that
that 1s also remodelled.

There are other sections in our
population, mostly interested 'quar-
ters have raised bogy of personal
interference  They say, Oh! 1t is
an encroachment of personal life. I
do not feel this argument has any
ground If one looks at the Bill, it
will be found that the Bill does not
contemplate the taxpayer to make a
return of all his personal expenses.
He 1s not required to show all items
of his expenditure. There are cer-
tain exemptions specifically mention-
ed which, 1n my opmion, are
too many Then, there are permis-
sible 1tems of expenditure Even
under the present Act, one has to
show his accounts so far as income
and 1nvestment are concerned What
1s required under this Bill is, he has
also to show his accounts of expendi-
ture The whole 1deca behind the
scheme, as has been pointed out by
Prof. Kaldor. is to get a return of all
income, expenditure and wealth in
the country so that we may have an
integrated approach to the entire
problem Therefore, the so-called
bogy of interference has been raised
by people who are known in this
country as tax dodgers. Let those
who have exploited and harassed
millions of our people and amassed
property, be a lhttle harassed if it is
necessary

I am glad that the Finance Minister
has agreed to revise clause 3. To
my mind, the method of assessment
suggested by Prof Kaldor is very
reasonable. If we really want to
tax expenditure 1t will not be pro-
per to take the family as the umit,
Prof. Kaldor suggested that an adult
should be taken as a unit. He should
be given exemption to the extent of
Rs. 10,000 His idea was, if there
are two adults and two children,—1
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child will be equal to half an adult—
the toal exemption will be Rs, 30,000.
The Finance Mimster has agreed to a
ceilling of Rs. 30,000 for exemption.
At the same time, he 13 also propos-
ing another Rs 5,000. I do not see
any reason for this addition.

There 15 another difficulty, if the
Select Committee decides to retamn
clause 8 as it is  When 1t 13 con-
templated that an expenditure tax
will not be levied on a person whose
income 1s not more than Rs 60.000,
it is just possible that a man whose
income is Rs 59,000 and who <pends
a much smaller sum, say, Rs 35000,
is likely to go secot free  Therefore,
from the very beginning, we should
not give the impression that Under
this Bi) also, as in the case of
previous Bills we are gong to give
any room for such tax evaders.

This is a measure which s really
agamnst high-saving and high spend-
ing and has received genera) support
from all sides The Select Commit-
tee will go through the ather
1oopholes that are there  The more
we come forward with measures like
this, we will be able to achieve the
purpose we have 1n view. With
these words, I give my support to
this Bill

dfen swrom wriw (fme) .

AATT 1T qeq qrIw 7 A fow

¥ A Ay e Ay reRETOIW

fed 97 agg wm v ¢ IwR A

¥ v mfram 7w fafees

AWY Y qATFAR 0w F F AW

gy g ST g w9 wwee @ fw

AN agEE & Wy 7 e faem 9%

4 &g fafqees arga ® qaTTRaTT

a Taear 0 WG T O§ 9w

¥ BIET [T WA AIE E, WMA%

ok f7 avee A1 W oW A

ooy T A Uy | YA A%

TG T IR W [T T ST H

W aw g i N YW TE @

g A 7 g A% f deq &x@ W

17 JULY 1987

Expenditure Tax 3858
Bill

mEETT W 1 9w q AW
@ et Sl 7 g e e
i &8 & 1 wr e seE
{ Sy &R AMAT T ar oy AT
$ET T A W AA ¢ A I
A% AT AW &t darv oz 1 Ak
& 9T g1 v ENT Iow g R
A AW e afr g owf A%
fogea™ & a9Am” q sAIW & 0E
i qFLT A A AT A SY W
#  dgifad qwd v ¥ F@ AR
FEELQT F AN § TN WY AR
fem 18 mHe ¥ wamfaw uw wIRREN
e ¥ f& 77wt o vw v
oY agr o femdvae of #7 99
£ G g e & § o Hewe
I T ¥ F 7 AEzgaw ¥ o7 afe-
716 § W7 qafr miferar &+ at=ETs
g1 awrr ¥ TET qew § e i
® W & Ad & 1 W W
Wagyw ¥ A1 v @ A §
¥ fg At wrg w1 Fabre v B A
AR & KU1 F7 Ao § GRAT SOAAT
v Feq 7T T WEAT A g
goft | wEEiE A ag Ad wAAAT
sifeq fr g | 1 AW AR
2 vpg AE HEAT P T
fr 8¢ 97 Fz soafvay ¥1 9% O
TR A wvE exfag fowel
1R 49 fag qEEE @ ¥ SAET
g @y § gwe (CUNOw) ¥
FAwy T fER o7 @ 9|
o7 I IR G0 gy A wat W
# fad wooehr v § @ 0 W
o @ W@ g | ¥
for) o THE A T T I, T
e |

wq & £ FETw TR
# vefed g gk 5 TR N oo
2w ¥ ofcd TaRE 83 gz ¥ fam



3859 Expenditure Tax
Bill
[afea s ara writa ]
FT A7 IUH AR HEG FOT T FC
fear 31 =% FA F g EaEd
| G FET FgdT & | F2AT &) WK
e g TeiAe ¥ vl ¥4 @
WL AT IO 299 4 Sl &1 aww
T T ;IS SV <aF enmAr w1 2
g wEE adier gg fawar § & e
arell T 237 gz T g AT §3 wored
9% 35§ ®W g w@ § )

£

—_%

W

4, =,
)

A

.J

.1
o,

T @ 5 Wi WG fEEm Se
gWT WTET S ore{dgt o wuT
= F TH

: 795
e

4

dow o1 ETw wEe eET A @R

( Five Yeer Plon Success Tax ee)
femt e T U STy
gl AT ol

H.
4
2y

SYIET FE ST wigan S (%

falme @ign 7 3 f5 77 @F @
fag fe 21 =< 38 uw

g & === g e & e a"l
STF &Y GE] FIAT SOET qATIE F A
ag GHT T @ | Afww § wwwar g
fF g2 uw wedr & gigde feww 9
ST ST SHAT g2 W2AE T H7 3T
gugaz F f@ar O &g 99 A6
g @999 w9 Few i & fgaiwer
q T WITET F FqUG FT ABET A,
AW & TG ATAAL § AT, I
BEAGTT TAET W gRM, ar 99 #
a9y feg-gfeawaaa qar gufr 1« =y
g adr g feg-afeadams dar g,

17 JULY 1957

Ezxpenditure Tax 3860
Bill
e fir fafaan wee ¥ 9ama 7 g
%5 @A g A | A FEx 9 F
FH[ FHIET TAAAE AT TS g, S
for TR w15, dat, Sufes oftoes
T A ahdA T W R 1w
T FIAT WEC g m@Aqe @i &
Fufar  uikw, Twfes  ofbmes
HIT gH0 FET FrET AIHT FHe a®BT A
@3 FANS 4 T 95, FF 399 A
e 9T afserw 9 T30 fem-Flenmiw™

IR

T | 5% {um By g9 F7aT §,
&t 5% uF =g & AT ag ug § 7

gh &y AoA B3 Awe wa & fad
Tyry AiET AT TE w9 A giew
AT AN w5 wA B ‘
THA FET WY FIACE 7 f il
fazlr AT AT T 4T CIT UG
TET FnT w4 | W TEOA a6
T FT T qCVET ag § % Sei
e AHT WA IS gr T TF
N TN FNIF & (9T ?:Q 'L B
fer iwaf el & o wAT § W S«
e 3 F w9AT @ | %W oaw § °
qras WA Q7 FEEUE 1 AT A TET
F AT T H Al mmgarv
IWFT V€ TGl § AT T TAd A q
F3 FgaT ARal g | WEade ¥ qY

farstg uF o) & R A 2

v OEF R

/3

-tl/ .1;

ZAd TuA FREgm ¥ faar §
for gw uw oar faeen gaty, fowr &
g gl W FAAIIT HTE JoA 74l
N 1 gHA AW & armer fwEr §
fer g =9 R TIwaEae ¥ fasaa
dTT FREGN WE 9% HIX fedwe
TS AWH TS a4 | SdifE
A ofl et g, 39% fad 9g 9= §
fF gt wrE AR AW T g
79 faa & fag A wa § 99 ¥ a9
sfeefdar ag & fF oo afa grfas



3861 Expenditure Tax
Bill

ot gt woar diF TS ¥ fag oww o

ERT—AE 3F qOF & @9 gom AT
w8Y, u% qF A T Y

TE W T FEIT IS7 FL F 541G
T X TOE F I TgT I,
arE fafeer amgm 1, g fAmEeT
qEA HT HIT ST qI AW FT
FfFEr ot s g, foR s
0T T 3 axde we PR 24 F
T 3W g™ ¥ gudld gw & off f
45g q3de Fe far s, afew 4@
HaT & 5 AWl A 2w axge FHT ar
W gy dzom IAdiify § ows
wag 9 fF 70 o a3 S 9 a9
fear 8, Jfew awrg s oY &Y, 3
=Y qIFE T FT FI T IFIA CF fAge
5 TSI armfw%sﬁrsﬂ%fw
3 HAEAR ¥ qEEF § | 99
araT, FEY 99 F JUHET. Qg AL
frfreer gga™ T ST T /W d
e @ g, | v g fa o
qifqatde & FFETE AT § ARG
a7 #Y gag TF g9 90 ¥ SUIRT
2, SEH HE dW | qg Tar
Few g &1 U 7 gagifeay ww
&1 fewr g—ag amRs W
g ! ‘
13-23 hrs.
[Mr. DepuTy SPEAKRER in the Chair]

. ¥ ¥ ugy @ 99 wegAe ¥
AEE FT A1gar g, 1 f5 Fq OF
|qrEa T qw A7 AT | SEET TF A AV
& 7q 2761 ¥ foa 7€ wA=y F9H
FT I | O Ad FE0 ARl g 6
g @i faogw 97 ¥ UG IF
1 7NN g ag g, a8 freme
ANT § | AR TAFI-20  AHAT
gaR gfwe wfeas § g d@ide
FfHET & | - o9 F 99 @Al GgEdy
g AR T JEEFT FWQ §, A& 284
FAWE A ST af & 1 F

17 JULY 1957

Expenditure Tax 3862
Bill

& wew s, gfegda oW fredw ¥

wage avem  ( Perform ) gy

g

T foafey & w8 & fawraa §
Tg @O oaw A T d A foew
¥ 9z e, @ 0 o+ dame wEAw
fafex 9, ww grew ¥ fasma v
f 5 AR w9 wa@ qu @ g,
fET T8 F oFES arer A8 F 1 3w
W ¥ IPAR oy wedy g, o ax
TFg W gHAT g, AFT TIAGT F
TG qF 3T R T wE 99 fgav
g 9 FNE AT AT AT & W

| F Age FEAT AT & | A X gl AT

f& = TaTET SF ag ¥ a 9ga
FX AV IF FT weAl o fagrg a3
sEdt WY welle ZagmA &0 9|
FERT ) g9 97 gAT wizgAw fafrees
greT W @%r & F 4, a9 AT &
™ g, FWIF T F AT 7 F 3o
AT T4 SATET § 9A Ag! gial,
st fo6 AT W v BF gd9T Sga s
AT E 1 wTeRTT &Y feqr” & wanfas
Roof3o0 FUT T TIANT E1aT F—
7q fearede HY (uyFTS 1 FEIA
AFT T & T 919 38 J SATE0 A1 € )
¥ ug Wr-aa & T e AE
0% ¥ TR aga HR AR
gre, #Mwe WX ufme wfee
gl, a1 faem R qEE AWRAT ©
%rq»'e'r’r% AT TR TG T AT ™
EEE{ T W €@ T g9, &
T, ]9 a1 Fg FAS T AGA g
T S gfrar & FE ot I =
THE | TH g Fowar A w47 T
ar 1 vl A Aifew g @, e
SIS IR feaT | W6 EAha-Ea
—fIGAT TTFT-LFT— & fag g
%, >few feqrdde 7 99«1 agw
1 frgy fedl g W



3863 Erpenditure Tax
Bitl

[afew sgT am  wria ]

% fary wr o, fore 5 7 ww
g R T e ft | qd, wewar
W wave A THIE e § e
& W ot oy gERR dEF &, T W
wrRdt TaEw ¥ vanar g &, fF
o aw R erad qu fe
TR R R fadam g1 W
dRr S § oW e age A
QU W, A1 T ag 8 I Fw
fr g5 79 wTY ¥ WT woAr W
g w0 T wF dwg AW WY
T | W A gy e
T 1 Wwiw wnd Iw@, e
I HY qgS 7w, a1 6w w0 7 few-
Afeader & sxmar Wi w1 g
t? ggfemdie @ frw a® ®
wifrad § W feard iz 3 197 e
& mwessdfawrad 1 @
¥ q¥ I (WU w9 &N g A
2 ) THiRR EgEm A o
R e AN § 1 T o A
T A% TEE-iw e WW
whirede wra-dw wifsar o fag
Mg DY faww oW
mravd g Fdmam § O
W IR AE AT | W UF o
r-dw ATHRET ¥ AR ¥ oEew
¢ f faa& gg =ik # af f5 feht
qgw & fog oF M we T aR feem
) sgoATAFTE® | AT AR
g fiF I FT FIRTCOT qA I
fear AT WIR T qewer F T AT
g ww % Y qdt ¥

R w98
wed? TaNY AW AEF ¥X

¥ 3

?

fww wem ¥ g g, W on fyewr

17 JULY 1857

Expenditure Tax
Biu 3864

wifas-wwTy & g a1 WR 99 9%
AT W1g T g7 | ¥y figear Wy
g T 91, 9 A W gEArr
g 7 Y, g AT qF Q@E A
97| g I TR v dw
WG AgW 1 W4 T a1, ¥
e Wt feardde & aF wifex agw
TUT g4 W IEW I A 4w
93 ferm fean f gy wfwe wifawr a8
§, WA TrEmEeT 6 oawd g
@ gwaT | ag Ag o fis faw
TR § Q@ Tt aAwr gen
a1, 9§ FIEH-3N W ¥ T
Y @ 1 xg wifwec  fagaer
R g1 | ofes o @ o
91, Sfe gad aaR 39 A aw fen
™

g &% gAEn-ie feurwe W
T §, 9@ faegw TCfRdE, ¥
M CfeRz 81 SH & 9w FW
FE ¥ fod ST AHEEX AT E 1 W
’Sﬁmi?ioo%%‘?ooﬁm
A g fEId
e oweg wifewy Ta 91 A
ol F @ wrar 5 W O gy ¥
FET 0 T AHEN F wRT gadr
sarr ofead ot 7€ § fF § g &aay
#7 &% aeg & g™ T Ewd € |
fegm A W A AR W
&t Sq AT aw ar e § e
a1 gy a1 fi6 9 IW W
R U @ fow w1 g Sfowmw T
T iﬁﬂ"{.l ﬁwmﬁm
* o1y g ¥ e o KR @
W oaRg e e
ag W W G ARAT WS o &
argT § o o |1 w1 AT FHAr S



Expenditure Tax
s Bt

wff Yt ox g% A A7 § 5 -
oy w1 N wfafrgew § g Sw
o ¥t ) e Y

7w oF frgrae § red aw
®T OCH WITHT SqT AT e
TR ¥ gR ewivE ¥ &1 & WA
wgr v feg sfeamsfes dfger
¥ AT ¢, I gE ¥ § fegwe
wASAY, fAgrad RACEART qO% ¥
dor wraraEr 1w o few faw
w & ¥ Afag ) eF weT
g mtgmmw Qi sy fs
FiwET qrET W w7 ¢ 5 gfefasyuw
HT WRAT 20,000 &IAT &l TATSAT
O W o O ¥aw | oy 0%
o O e A Q) fedeE & @Y
Tt fedqee Y, faw ¥ waEw
gAr wfgd & o wTr g
g f5 fgg wafearfer dfaet ouft
Wit § fad & s dy dw AR E
W 7% iy Ama  foier | o e
2 TNoE, z9ag YR UEEOEE
Ay @ my @ & fe A
feg &t § a0 & w7 @ Aariad
1 @A @Y Aoy F¥ @ 1 Bfwa g
X § 5 qg ot TAww few oar §
W A a1 F ey sfefagqua o
ferg wa-feamafes &felt s v &Y
HAE I VG AT § T A% SRANT F
a9 & 1 fer I IRk gy
o AT ANAA N ag At
ux Wi g a@ @ ol gwfee W
s N g dm s dex W &t
o | % sfefagmm o vw G
® ok @) dfgw 9 w9 $Y v T
) wFftafew ov o o oax
v W ey AW & oz
ol w7 A o1} e oag e
W oAy 4
¥ ag W G oA e
So~co aTAY &, ALY W W faged

17 JULY 1087

Expenditure Tax 3866
Bin

wIT Ag A W gAeHaT & A
SCURG U L CUE L RS L
frg wafeargfse #fwsit 97 s wr
w g WM AT W e WY
feg  w@feame w9 w7 wma
38 @ fgg swfsfes Gt
tr= Xt gnit wt ATA=Y gAT wmasT
fraafl g d 1 IRH @R oA
ng W AAed ¥ g WY Wmr oara
A T §T9F & WR A U85 S F WIATON
# A7 28ve § 4% Hver o faar o
fﬁ‘g wAfearier  Gfwsit oiv us gfe-
fagsa w1 ax 71 afrw 97 T@wT Oa-

-dyRaw & gfaar ¥ fsDy w)

q § gAwr o Jfm 9 ad
T T gTEe ¥ fAd ey 00
ofaet % faa fafe vy o€ § A
sfefaqter ¥ fad vo,000 ¥ vuft wE
A 1 ma gudwr A fafue
Ffaromatscfrafd mmEaw
g fafrer Fbz aww, a=7
Argw, (g wdr @ Agd @y
ZAT N 7 TEHT QA fear 1Y
#gr f5 ag o E¥mm # fawfaer §
Tz [ AAQTAAA & | 3W AW
1 TFPE gAEA) §fHea & A
qer fasar @ 1 agr 97 W@ FG gAT
™ W A9 & § fafaeer AgE &t
fazwy A AW GTE X T I
fiT wEd gar a1 F WA s
fae & a9 A Y7 FFW {7 37 g9
¥ awa 6T v 1 3w @A qer
fear | §8 g1 7)Y 1 TEE IR
W W AvE ¥ aq aY oF -]
fafacey wrg fomsr ary §2 WH
qaré i /Y IEA 77 97 Al
IFM w5 ag wnaw Adt ¢ & QA
#t ( indwvidual T undivided famuly
R) ow § §@ T @A
w7 A g # fafre § W s
¢ dvar oF Hfeelt ¥ § WX I



3867 zmg:;amm 17 JULY 1087 upenaw;mm 2068
[dfex smgx re k]
T g vw v § N o7 A W qC ¥ &% w9 few g &

e § 1 wrr S T §
&t w1y 7% 7 oF f frg@TT § 3500
% fafire wht § ar ot Y fafie
g o ) wod W
9> avw fefae &7 3,000 & 3,00
T A faw A W Ee e AT
¥ faar | 97 oF weRE 91,
folts adr a1 | wfs P ax &
oY T a7 &7 ¥ FART FNRET
X § A% 3w gw 7 7 fidllw
Ag 91 | T ® AU I ATHAT TAd-
i wHgA & qraa a fFaraan
ag T g A F 99 3 @
W g1 IPH zEe ar wIT
¥ A I e Jw SRR F o
AR =rgr . gw W wr § e
A q7 W wEW | AT Sy 5t
%37 #X vgW ux dfqafea g
€W &g & faq § s Qv O
& SqTET AT AV 47 AR F ST Fiq1a
A Y 2R fofyr g AT ar Pt
T AG | 3| qwg A A frerw
firar ag &% Gfrdw F7 feEm oo
aud aie fWgw  gFEET ST
A Suw www 4 WM q
iy dra &1 §F 9F AT A7 f4¥
¥ ¥y fear 1 & xaq A s wEAr
fis agr qU AT gaT S AT A AT
e @ ata § waag &9 T WAl
g sRagup ¥ fe e & g fen
ar fat T G wefearetes fgg
dhreltr ¥ 7ge fam v R WAT
a7 aga 7@ fear wm &1 97 A9
FN 4¥ qU  fer WA w@
Tt fiF ST @A @l 73 &Y Taie
frragdow awat g1 W sy f
& off wff q@a fs TEARE B @AM
At 1 W EEe & 9w WA
A g dr wg v A wEwE

o wt W e 9 wmi wg fE
awr QU & ¥ fad ey gan qv e
wy, AT 9 3uw wmg. ¥few
@ va TgATE EY E & AT 7 §W
1 M M AR @ e I
Forfera gty dfaam &1
sfefadoe @ w17 3T & dv7 aqH
st foeen dvm age wear sk fod
ST § A WY A A  ag [
a w3 | Fow a7 fqursg weiy @
areY I N wEAe fafiex 9, 99
AR WA IAET QT (KT AT WL
fr foa |FER %) STEAT 979 @IS
i 2 AT 91v deav § )T g WR-
fearefee feg Gl § a1 o
gMv WA wigarr A g uy ¥
fed wmm g 1 WX AW
fry el & ik 91T 3T Wi AW
arfer € WX aoITE #%d § at IAe
arRdt T g & Fa¢ wdr § )
#F @ a7 fogen Qe oy dwA
ug @ 2 &7 F@mrar |

aw g faw & oY weew
fagr war § W ferde § @G &
T 21 arOw g A ar § WA )
fieg Hfiet & ot fedee ¢ wab el
o wriast @ T SR A gy —

‘Provided further that where
any expenditure claimed by sny
individual as having been ncur-
red in respect of any of his depen-
dants has been allowed as @&
deduction from his taxable ex-
penditure, the allowance permissi-
ble under this clause in the case
of a Hindu undivided family of

which the dependant is a copRr-
cener shall be Rs. 2,000,

i kfﬁ'&looemmﬂk
@t feg wafemfer Sinf & fod
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Reco QT Ty 1 ¥ quAT wrEE
g fr ag frq wfews & soC
W 1 ag i siegm W
[E 1Y & faars ot 3 1 aw oW
oy iy § o wm gt wrEY & |nrd
R o e oF glehomw &
oy F on dfirelt aq F @ dAAT
& onx § Sawr  gEmdfeay g
W 77 TAT A @ T ¥ w @O
ey sfajaw weT gov fawwr
wf e adr | M ¥ fed o
fafre T sgr T eas &1 AR
o WY ) & ol s S
# few aeft 7 w1 dfew &
o A g doy @ G 59
a1 wifeariz & g fadz aga @
ferzaa 3 0F oA WOl FTAETIT A
T @9 AW & agq | e faw
€39 & T #Y 78 g 7@ & T
#% oF faw @t qr @ 5 g wA-
fearefes  Gfweh w71 fax Toaw 299
AT F & ger foar o WA v ar
fr gaw frft oeifaes Com & If@
7 fry ot afes @ de arfer-
Wz # gr1 suer Y I w8 w8
2 ok s o awmar g fe w3
geR Tae qE A & e
afwdz # gerafady a1 qare af ¢
T %2 g Frgan s A /A a0
& a W A oA "t SR
ag war w1 & fad worqe fwar o
oY vy wWar O * AEAreE T E |
¥fwwr raAwz gw A F1 A QA
& & § o 7 & gETE FET TE
grmgafafc sy
A e @ wr oa@ TR
v Fu fafrer mgg 3 @ @
ewaw @ f v far § \ W&
T I i ¥ o€ § oy Xy -
fog § former Y Ry f afy & 1
wir @ fafe & w faw & g

1% JULXY 1087

Expenditure Tax
Bl 387

ﬂ} i!i‘l Qmﬂ'm‘mﬁ'mﬁ
dr @ wC Rwr g W e
SRT I W v ol §;
o ifefaque o o mfeee
feg #Fft ® o1 % gow 2w
T W T §, OF § g <@ fear
1 O fg & 3 far o e
w & fr a1 af grow o7 faw &
*t %% ¥ a1 1@ Nfyww N g
T G @Al | A IR ww g R
e XA o iy &) 7 N7
WM 17 PR AT T RO
eav #1 faend F wd w0 7w g
fragsa iz me L srq@ v &
T MF 9T 47 FT 77 g AT Ik
qaifaw gaFY gFer F |

FATRATAT & §F CAFT 9 o7 A
afF F AN 3 gw A g, & gAN
ERIT aga A AT q ALY AT A0 )
IR AT FAET 5 g &
fat & X g? & 377 qae 7 et
e Wifaery o & § AT 77 wy ot
“rw ¢ fF fomet aorg & a7 4 2w &y
wrn A gefrfger & fad Aew-
de 1 awn § W fewiferbem
v g 9 faw aref qavew
fea grm fomr femr ST gz o o aw
wgit & 71 fam g foredy & M aw
qEt ¥ IERY aTER F A F afar
W AT JAT § AR qWR W ¥ a8
2o A ¥ WA F @anfm @17 b A
# wnga g 5 IQIR wRd feg-
e ¥ q Jqg § O 3 @y
fis g # qF dar fr I FaR
2xq A g # faan wifgd a7 I
q| @ 91 A ag guhr bt gt
aar Argd § 1 3N fawraT o) § fe
gfafreaa ws §39 5@ Wy
grarifr g W w dw
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[ BT e W]
W F e wAw P angw A
waf awdT F ag woEn fe R wd
e M e @ faws ¢
mrgfmﬂﬁnquwmww
st e T E @ d g $T TR -
ma—agmmﬂafwﬁm‘tiw
ﬁ-gma@'qmgﬁﬁﬂ@'
Wﬁmgfmquzwm
wga W W | gEd Adfeew
A6 wrzde fufeT ara ) fearewe
ﬁqatftﬂﬂz%%ahﬁﬁfm
7g & fr ag N Trew dx W AW
gor & ag famge T aeEs ¢ AR
waferm & g% 7 A0 & 1 g 7€ Wfed
fir e 3 FeyRdz AT 99% we-
Far g AR @ T §r & Foman
e g 51T TF e swr 7 ¥ ¥fww
PR W T g 8 Af § IR A
9 I¥ A9 ST WRET BT AT
o IRl & I SR wy wTRT § WK
T A ¥ §aT 99 Ae € Fy ag
e & T & o ag oY g Eqm o
T FHT & TF AU FT A A7 ALET
W3 arg @ge Wt o ¥ I
21 |1 22y A wgT qT o faer Wy
qr W # ¥z FNE &7 WS a1
WX AT TgT 9T € wifow # o7
@ qafow camgz ww o #Y v fE
foreft gad W= aofim & awdr §
®t ar 1§ o o o JwgE W
frrgra 7T g e 94 ot
s frar vk sER Sifew
fF ag w= oF A fiy 9% 5 g
T I B T QA o oy
AfeT q& whET ¥ 7 q Fgw g
fr araqz ¥ a1 e F e
vEd s T Q% W gy ag
A A v a% w0 fafred any
o i ws WY @ v sy

17 JULY 1937

Expefijture Tax  3R22

« Bilt

syorer § oY g wrere v A ey
&a%mﬁm&if oY Jar wrdy
& s oY wrewr 3 ¥ W WY wgrar
g 9% o U T wem whgd ww
g &Y T TE § X9 AT &7
wfrfrdor @ @ ¥ O wfgd
fr@morwadt qef 2w Aoy
wggE 7 w1 fr AL Ay wd gl X
qqy T2 ¥ w7 wrlvar A g
Srefioreer e 7 §, IR AE G
w o fGwAr wgar § ) g aw
afae wigeds s s qne §,
wrfex § i ag woaT aer qId Ny
T ¢ Afewr ag whEx STOW faw
WHET FY gAY Y &% 97 @y
¢ o o EWE Ag W s
fad s 3@ F TER dA@
MHUT FT IFT AT TATE 2 AT ¢
ST At % 97 gNE T & E F I
97 gqr 299 am g1 A9 gaw
gafeas g N o foar a0 wix
s At Fgr Sgan g v v gE-
Jiven wiqeds sfamae wdd # g
T OARTAAAIFTAR T H
T 90 WHUL AT Qg 3 A qG
€ T ALY § 1 AT A WY
gy gd wedt A F W AW 299
NHET ®T JINT R a7 77 2, &
gt weq faes g 1 ag o gadfeea
wfaeds sfamz §, vawr drgar <@
fogrer @ fremaw 3@ § 98 Wi
THET & WX T o Y W9 qmA
A TR GR, T SN KT B
TEAT AT TG L IAT L | wAY iy
¥ e AHATT qguar § W Avy wwer
qmr g1 ¥ wEen g R O wwee &
7z wfewr & fomd o a1 fae 3w
R frar a7 1 ®fr w ey e
e N gy g A Ay & &
wev & s e fr gawy fnedt awt
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o o g3 fewr o wifigd | e
o ot dvw D € A W Y w7 AT
Y wET W & fis oY weER IR

W & wofy qenfaw 2o wd § w0
!

qET AT AFET A AR IO
wigT § ag wigeds qide wfaw )
T IEHY AT PR F AT A ST
weamar at fE ag qfems wwa
T N R % fea & IEw @
o oA FEIIIA § AT WK
wigfer ot e & = @F
Ay wifewa @ gwr § | T8 WEAT
qar g St ey dmw  feurdde
sfew ok Wiaw N FEw @A
FrAT & 1 AT QX 9T AT ARE A
aetT g § 7g ¢fedde = W}
3w g% AT E Ae ¥ R
ot A T § A @ arfgd | Sw
HHAT FT TR R AW g
ga g A ¥ w@AR A § | T
st e F oW § M @ fF
mH i ¥ wraga s f’ar A
1 gawt favgw gfedse wr o= o
g & Ty 7 faagw oF Jfewe
oEET § W R e gried &
Aragw wT frar aRr &Y S W 9
FRI 9G¥ AR oF  aEFfataE
dfewdrr «@yir #Y @ s fe gra
AWAT AT FT WY OF wSlET
HAL & I W 7g Ffewd wwEs
& g g o e faegw cfeddz
Jfews wwat g 1 dfeT e 1R
% 7 wewry fad gd § -

“All officers and other persons
employed in the execution of this
Act shall observe and follow the

orders, instructions and directions
of the Board:
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Provided thaf no orders, instruc-
tions, or directions shall be given
by the Board so as to interfere
with the discretion of the Appel-
late Assistant Commissioner of
Expenditure-tax in the exercise of
his appellate functions.”

o weww A w9 Wik
T WEHT AR GARH-IHG AT &1
T wma § qafor § fe 39w w48
@ I B gEE 7S WK e ad
¥ AR A W I AW SWIEA,
ZTHT AT 89 ¥ GHEFTE & AOE
FT X o) a8 wr gfedde qfvers s
& R Gar € & i WY o age
aEFifgrT  dfeadwa @9 4
s 9w aEn-dvg w e g
a1 Smar &, &9 dvw, wEagfEET
&g, WX A AN T AT N o,
ag frgme s § fF o dfgs qen
¢ foo® g9 § R@ar T 3, IEE
e ars W[ ¥ gfedde aw wm
ug a¢ wrE Wy F MA@ @ )
e wfaee s ) gfagsy
1 Tgraw arfae e W ey ST
] ot Gfecham @ T @
e & fIR vEwT Wfgd

R A § qaY qaewg et
sifram M aew e @ g o
wgr g7 w9 oAt & fe el st
w1 fs Suey  ogw @, F w9 s
g f& W &1 & gfedifoaaaze
g W 3z ;g ¥ T forw voww 3vw
e a1 fady wifsae & o 3
g dY SN T@E g IF | Ig @
fis WY gAR & TR FC faar ad
TR I qg @A HW g6
F uEk (fRizd Mg # 6w Gacog
fae g §, ¥ A w9 F@T Ag|
F A amzaragad § s wwag
qfrdy WY 3@, 7g W oF § fir sy
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¥g 2wy T wor § oY wEwy g
sta I g At 8
Ia ufade & I S TEE A
Y g B ) A o o ey R
& N aew Rarnm ager § faed
R 3¢ faer § fis Sae gfada «,
ok, dfewr ag =@ foer § s cfadw
T F AR ITAT RN GTY | dow
vy # 2w g5 () owAfea W
& weenfer awr § 1+ IAF o faar
¢ fr z fir = oo Ty wnle dger
wR, ¥f e ag ot 7 ¢ f5 sww g7
wmfag 3z Y HFAT FN 7 WK
it wew T w00 & § AR SEw
foac a& frar war & @ daem X
FEERAr & ? awr R W AY ag W
gy & fF ¥ g o 7Y, 3% afgare
oY 1 ., 3§ nifge ot 7 w2 Fefa-
a9 NI Fre A 2B ¥R | AR
7g A& drar | grENE Wwr T ¢
A Hfwd fs req dww wfeaT &
fanmr | & f qg <o faeeft s &
afrems § @ 99T o & fF ag S
wad fs g afewrs ag d=
8 | feq 5o i & fag A€ mifaemr
T & 1 T Y AT FTGR qd A
AR I qW &7 g i W Ay A
Y T A0 1§ qrEar g v &
A TF T T FX W AT ArfasT
ANz Aé &, 99 AW AR

R A FT CHT & W AT G
§ 7 an fegem 4, o @ 0w g
) BE w3 R g 7 71w fefw-
ggm o § 1 ER T I AW J
i€ wew A WO w9 BT e AT 41
pfeag |E AW 2w &
wiY @ 1 few 97 ¥ @1 W Fafir-
2ot waT AT & A9 & W W
wrcfafedt &, I faems fafivder
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o o § 1 e W wTor o st
famit ¢, 7@ T & T fafidy
¥ W Sud grme § aedter gt o
¥ o fafdem qae w ey @
goT & i ag ety o ok ot 1 o
T TR TTeW S W ageEn
FT Farer § o9 ITEY A<F 2f@d |
ag Tr faspw a7 amgEe A1 § WK
& aff @ 1 o wThed ar fir gt
AT 9 g ¥ g W Aw dar
39 7 foar

“he may, in cases falling under
clause (a) at any time, and in
cases falling under clause (b) at
any time within six years. . .”
T wfem T F 0 F 2l g e
(6years) X @t ¥ I A
g @ Migrar 1 § §99 wWA
¥ o wew f¥ g9 arge w fafee-
TR B A ga oA oy ) fw ag
ar fage 3w & 9t | faedw @9
Z #a wrwr fafadaw s g Ay F
ary & 1 78 anfaa ) & e g &v
Nt T & foa R #1 e ey
T

o1 g7 Foar @ v e deg
o rifeav 249 wd fawe 7 9
A W WY qF § O A
# arrE fad 35,000 § AT AT
ﬂ;(fﬂfTi' 3%0,000 ERIT | TG FWF
G e ! WA A AT A
gooo ARAT ¥ FATIT AR WTZHT
T AT | WAoo TAMPAY
T &, ag Fooelt A 8 &, o
¥ O AT §, qE WHIX §, W
agr @9 T e fee gediw aw nd
& | TR Y TYAT ITEY qERT |
& Wi W7 38 6 97 ¥ Frwradam ?
wdr gt gt ggw } aovan fe
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tGe WO¥ ¥AT  Arrears WD

woye § foawt § e oo o e

T AT &, 99 I wwe T foay @
@ 7 ¥ A% Tifaom g A &1 Al
g s g feiatoam
2 FfEqT I | W A@ AT wE-
gy ST § et e § 0 @
AN g @I & Afew @ F

FOET A |1 feay 7 T <A
foar snefy #) dx fear ? & wgw
fs gmam s fafre aww
s £ &Y femt € fe gw o & fod
feat wrefeaY ®t d9eft sefiage fean
T g A A S,
g STt & fin der @ g g
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# o Y Aoy gw W9 &
oo W fewmar amar § 1 Twr e
Wealth Bill # 9t feg =gz dfaeht
¥ wafeors § 9w 7 aga Fefesfirtay
§ ) 7 w3 wEm v e w0 39
feferfaima Y T W ¥ | ¥
afeew & fefexfoma §
o o arforw 78 & 1 W e A
seare § f§ g Wealth Bill ®
et 1 awy ) forer gt oY & aga
@ 7€ a7 99 fow & gofers ot
&3t |

F a4 § TF g 9§ S
E ! T Y T W W F A
g ofady 1 gav AfeT agw g
Y gt A § 1 U Y TH § IO
forar § e ag  S& sex oA, Afew
T x f& v g S gN )
sifcfme &x & fod oY wifaer A dy
& fr w8 ® g7 wET ) 38 T
g

TN aw ¢ 7 forar §

“The Appellate Tribunal, may,
after giving both parties to the
appeal an opportunity of being
heard, pass such orders...”

& wgw § fr ag o oA §
TR Z38 mfeET & IR F 3 w6
e & IR 7 N e fgg | qw A
@ e daw wfea wY vfea-
IR fr et aa AT grav T g4 1

14 hrs.

oq | WIYET qASwg THT RY
N aow feerr wvgar § 1 qg W
ST aTgq WY e AR J
afisT ¥ Ao ¥ a1 § fin wiaere
amgw &Y 7g wiew ot fear war §
fis s Ty AW fir TORTT W PR
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[dfex sz 2w wwta)
& @ & & wdwdz w fomgy 5T &, AT A 7 WY 78 wiewr g i@

fer xodt 7y wleamre aft fear T
& fir wrc A€ qew N fr oo &
I TR IR SR qrgw faan-
XX W qF AT 9T A < 2@ fn fnely
9T WIT HHERT T § @ X
S | og wfegare & g f;

# grieE F W ¥ AR A5G
A wET =R )

uq § WA agcag aF 3¢ A
aos framn awar g 1 gEw sfear
faay v & 6 w7 Trew d9W wifEAv
IR A fewmee 7 WA | EE TEEH
¢

“Notwithstanding anything con-
tained 1 this section, where an
assessee has presented an appeal
under section 23, the Wealth-tax
Officer may in his discretion treat
the assessee as not being 1n default
as long as such appeal 1s undis-
posed of”

SRTEATAN, ag q@r wwAr g fw
d¥ feft wem o¢ felr @ I,
T 9 N W iR
2 N sfegarcd v fait &1 a= w7
2, 71 fawgfet ¥ & a1 o fell T
I R ) @R T daw wfee
* ag wfewe fam mm g fis
T S 1§ g g e o
whrz §Y¢ & fog WY a7 sfemm
wifgd | & saa ¥ S AT AT
fir ogw & g 1 wfd fr 9w o=
firely #Y srflw daw 7 &Y T aw AW
I AEIR WY A 7 fear @
wifs §) awar § fv afie 9 daar
R T ¥ AT e ow o sl
og & i wiiw daw g R agm ¥
o S W o R et oI
N T FT T | Qfed o ¥ W

o wE e Wt oy afem @
A R qawr Af &1 W wad Wi
A T § AT ¥ WY AT & wwr
¥iAw@ ¥ s e AEAT g
g v 39 fa=r ¥ = wfgg

A% wn d dww W o s
R ms frem At g 8
@ Wfetwm & fag 9| T
wae &t wE g & A g B g
e ¥ fag @ e ) A qa
¥ fag T g A fyue <@ St
wifgw wifE e & Q9 dF 5@ FW
¥ fad o qean § o1 fo g ow i
¥ 4\3 997 @aT g A W ag A w
w@r g ar e Sw FA ¥ g Q@
ot @ frare a1 @A afgg
e oF wge e @ ¥ Al
AT, A TR AT FHL ATA R
g1 3% fog It A A feame
aqr e
Mr. Deputy-Speaker: The hon

Member has been continuing to give
reference to Wealth Tax clauses

Pandit Thakur Das Bhargava: The
sections are the same but they are
numbered different Where they are
different, 1 have indicated them.

Shri T. T. Krisbnamachari: What
does 1t matter? It is all tax. You
speak on some tax

dfgn swe e wniw Wy #
WX qavrg a6t 33 A7 avs fawrr
9T g | X A wifaoe § 7% v
&y AT oy forilr § 1 AR
39 7% Y 7g ooy e @ o @@
ag % enfafedt vy T & wely
aT ) gy @ e Evw wifae Wt
% § 1 e Iw Ty @ wg WY
qre & 7 | ww wwe ww faw F €
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€ T W gz fear a7 N agy wouy
€ 1 e o T v T feww

of
qJuc T ) _

W # ST ¥ vy T 3Y A
ace femrr wreat § 1 gaw faer
Fwr ¢

“Whenever in respect of any
proceeding under this Act any
expenditure-tax authority ceases
to exercise Junsdiction and is
succeeded by another who has and
-exercises such jurisdiction, the
authority so succeeding may con-
tinue the proceeding from the
stage at which the proceeding was
left by his predecessor.”

W A I & TqNT § ! 48
AR %7 0 Arwar G (wlaew w00
mEAT g | 59W w faar o § )

Shri A. S. Sarbadi (Ludhiana):.On
a point of -order, is it necessary to
discuss the clauses in detail at this
stage when the Bill is being referred

to the Select Committee?

Mr. Deputy-Speaker: It is being
referred to the Select Committee and
some points are bemng given out so
that 1t may specially direct its atten-

ition towards these clauses.

‘fen et wrkw - g
§ fr oA fadwe a9 oA #Y =g
aferme R f o ag aar Ay
Weiifew & s awm § 1 &Y awar
¢ fr St N9 WY e dvw wifwac
¥ g wrk § ST Forae aorg & gRe
W o @ T A 9 g
wIRRET B oW qg IUF Taw Ay g
Ot ot afy X1 & adf e B
TR T, g 1467 W a8 whe-
T oy #Y 3 g ndar & Forgy
T T &7 T § IUR gF W
§ WA 1 vefag ¢ g Be o
et afenrre Y fie o T ot st
ew W QY gF W av
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wa & AW ¥ aAoNg TR 3L
¥ avw feammr argr g 9 fs ofarg
& guifeas § 1 fafew Sefodic s
% 3g smw § f5 w1 afes
0 wifgg 1+ Sfem e faer §

“A notice or a requisition under
this Act may be served on the
person therein named either by
post...... »

oare & e § e awe & fod ag
qget 35 ¢ B gefae ae@aw AT
arfegd | X aF G I JT g
T # "fag A &1 7Yy RO
F i § 1 ag qafed 9 af
timimmamar g ER A
a<faa & 1T 7 A7 A QT qAAG
gl arfed 1 & wgen fs fadae s
W o6 A AASUE ¥ | I WES §
7 gt & NFEIR N T T@ga
wEH 1 § 1| FART aTh FH Tavag
T 4T qASSE ¥ AT ATAT A F
A g SRAE ¥ R F 4 38
9F A FT Mg E 1 FW AR F
wAa fafsees 7 I g8 s
& swy gfafes g 1 9T QO
faage o @ fe snfafedey &k
F] A AN /T W qarfaw o
Fifaw arfag g, § @ o a0 |1
IBr Y F T AT E

“In computing the expenditure
liable to tax under this Act, the
following amounts shall be includ-
ed, namely, any expenditure in-
curred, whether directly or
indirectly) by a person other than
the assessee in respect of any
obligation or personal requirement
of the assessee or any of his
dependants which, but for the
expenditure having been incurred
by that other person, would have
been incurred by the assessu."'

# g a1t 7 Pfcfedma diw vorr
g g | wrEas fafreT ange v
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Rgurt ag 7ol fir gt qRETCLEy
| AT war T R 1 e Fret oy
| & ® fedmre—mn  atg—as
AT TG 1 @ A7 8, N T ag oA
Iq T & ey 3wt g ?

Shri T. T. Krishnamacharl: That is
Pprecisely what we want to avoid.

Pandit Thakur Das Bhargava:. Sup-
posing a Mama, brother of the mother,
brings Rs. 10,000 by way of gift at the
time of marriage, will: that be regard-
ed as an expense incurred by this
person indirectly?

Shrl T. T. Krishnamachari: If it is
contributed for the marriage of the
daughter then ‘yes’.

Pandit Thakur Das Bhargava: It is
a contribution of the Mama. That is a
very dangerous thing. The word
‘indirectly’ should be taken away. I
would respectfully ask the Finance
Minister as well as the Select Com-
mittee to kindly look into this ques-
tion.

8Shri T. T. Krishnamachari: One can
have a dozen Mamas, both real and
unreal.

Pandit Thakur Das Bhargava: They
pay it out of their own pockets. It
is not he who is responsible for it.
He cannot also refuse it. You are now
making this man responsible for it.
I would request you kindly to consider
this point.

Then, in clause 5(1)(a) the words
“wholly and exclusively” should be
taken away. In clause 5(2) it is said:

“Where any expenditure is not
wholly and exclusivelq incurred
for any of the purposes specified
in sub.section (1), the provisions
of that sub-gection shall apply in
zespect of so much of that ex-
penditure as is reasonably attri.
butable to any such purpose.”

When “reasonably attributable ex-
penditure® is provided: for in sub-
clause (2) I do not see any reason.
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why the words “wholly and exclu~
sively” should be there in sub-clause
1(a). I would, therefore, request the
Select Committee to look into this.
question also.

As regards “dependants”, Sir, in the
definition so far as an individual is
concerned it is said:

“Where the assessee is an indi-
vidual, a son or daughter wholly
or mainly dependant on the as-
sessee for support and main-
tenance,”

I think it includes major sons and
daugliters also if they are dependants.
At the same time, I would like to-
know whether, if there are three sons
and two daughters all will be depen-
dants or not. From the speech of
the hon. Finance Minister I thought
that he was limiting the number of
dependants to one or two. In view
of the fact that the Government is
out to see that the population of
India does not increase, I think it is
a wise decision. But so far as these
words go they are capable of being
interpreted that son and daughter
mean any number of sons and any
number of daughters.

May 1 humbly ask, what has the
Poor parent done? After all a parent
can also be a dependant on the son.
This is an expenditure tax for India
and not for France or England. In
India a parent may be wholly depen-
dant upon his son.

Shri T. T. Krishnamachari: The-
son can spend Rs. 5000 less on him-
self and spend it on his parents.

Pandit Thakur Das Bhargava:.
Similarly he can also do in regard to
sons and daughters also. I do mot
see any logic between the two. There
is the son, the daughter and there-
are also the parents. If one has two
sons, one daughter—-that is the num-
ber allowed in Japan—and parents,.
after spending Rs. 25,000 on them.
what williremain:for himse}f and his.
wife: I'should, therefore, think thas:
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for India the rule ought to be diffe-
rent. I would suggest that parents
unay also be included

Then, what is to be done with the
wife so far as the allowance 1§ con-
cerned?

Mr. Deputy-Speaker: That the hon
Member himself must be knowing
much better

Pandit Thakur Das Bhargava: Here
we are to be guided by you, Sir You
will be pleased to find, Sir, that on
page 4 under sub-clause (d) a basic
allowance of Rs 24,000 and a further
allowance of Rs 5,000 18 provided
for in respect of each dependant
There 1s no mention of wife The
hon Finance Minister when he was
making the speech said that an mndi-
vidual included both himself and his
wife But here there 1s no mention
of wife 1 should, therefore, think, 1f
wife 1s a dependant she should also
be provided for, if she 1s invisible in
(d) that 18 a different matter

Mr. Deputy-Speaker: 1 hope the
hon Member does not require an
answer immediately from the Finance
Minister

Pandit Thakur Das Bhargava: No,
Sir. The Finance Minister 1s very
dlever for all of us He will always
say that he will leave it to the Select
Commttee and I know that the Select
Committee will only do what he
wishes the Select Committee to do
He also knows that we will also

Mr. Deputy-Speaker: We should
not say that much.

Pandit Thakur Das Bhargava: Why
not? He is so clever, so wise that, I
should say, lus advice i3 accepted by
all of us Orginally, when he fram-
ed the Finance Bill and we were
hearing him speaking about - these
faxes one after the other we were
all very much against him. When he

s a note explaining all these

!
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things, as a matter of fact, many of
us were converted I submitted here
in this House that I was one of those
who were converted I know with
his reasoning in his speech he will
convert us all, but I am submitting
all these things for his conversion

Shri T. T. Krishnamachari: As a
piece of evidence of his persuasive-
ness I will straight-away offer that I
shall provide in the Expenditure Tax
Bill a provision analogous to Section
33A of the Income-tax Act Straight-
way I am accepting the suggestion
made by him He suggested that
there should be a rewvision in favour
of the assessee and the power that we
possess now under Section 33A of
the Income-tax Act should be incor-
porated here I am prepared to
accept it

Pandit Thakur Das Bhargava: Sir,
1 am really very unfortunate that the
hon Minister was not here when I
started my speech Had he heard
those portions of my speech I am
sure he would certainly have been
converted to my views

I think, Sir, that that Finance Minis-
ter 1s successful in whose regime the
people love the taxes which he im-
poses upon them. I should lke to
congratulate our Finance Miuuster
because he has received so many con-
gratulations here in this House Every-
body has hiked these two taxes except,
perhaps, myself So far as I am con-
cerned, my reasons for congratula-
tions are quite different. I consider
him as a very successful Industries
Minister When he was Minster for
Commerce and Industries there was
open general licence and every indus-
trnalist was happy When he 18 Finance
Mmnister, all of us are happy because
we know that he will see that the
Five Year Plan 1s implemented. After
his tenure as Finance Mimster 1 would
hke him to become the Minuster for
Rehnbilitation so that the refugees
will be happy too.
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farter w2t § wy o o= e T Ak
W o 78T & oF dur Iwar few
T §Y o Fredr fir e Ow wew
g T fodwe XS W S
R ) & giaerw o1 fow oW
47 far fom ¥ qadw &R W
garg M

Mr. Deputy-Speaker: 1 have a short
announcement to make.

Yesterday after the result of the
Division on the motion that the Rail-
way Protection Force Bill as amended
be passed was announced by the
Deputy-Speaker, some Members com-
plained that their push button sets
were not in working order inasmuch
as the pilot lamp on their seats did
not glow After the House rose the
push button set on each one of the
seats of Members who gave their
names and numbers to the Table was
tested, and 1t was found that the
lamps burnt simultaneously with the
pressing of the button and push switch.
It appears that the button and the
switch were not pressed simultane-
ously by Members which 1s a stne qua
non for the correct recordingof vote

I might also add, perhaps i1t may
cause laughter, thatsome very impor-
tant Members were not pressing the
buttons but the screws beside that
(Laughter)

An Hon. Member: Who were they?

Mr. Deputy-Speaker: When they
complained, there was no light.

An Hon. Member: Some screw was
loose

Mr. Deputy-Speaker: May be some-
where Perhaps we will take greater
precaution next time and demonsira-
tions shall have to be given when we
have that chance again,

dfe wor Ao “wate” (firagdY):
SITeqey wdRw, wew & wmpw o
faw, <& sAm s & ST A g
&@ ¥ frd wyr gor § « wrr gy
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Shri Supakar (Sambalpur): Mr.
Deputy-Speaker, this Bill, wh_en pass-
ed, will be the first expenditure-tax
measure throughout the whole world
and 1t will be a novel experiment for
our tax collectors in assessment, col-
lection and realisation. When the hon.
Fmance Mmster delivered his bud-
get speech, he said that this is a
form of taxation which has no back-
g as yet of historical experience,
but it is, however, a tax which, given
effective  administrative  arrange-
ments, can be a potent instrument for
restraiping ostentatious  expenditure
and for promoting savings. For
mitiating a taxation measure of this
nature, our Finance Minister has
rehed on the report of Professor
Kaldor, who 1s the author of a book
on expenditure-tax. No doubt before
Profcssor Kaldor wrote a book on
expenditure-tax, such a taxation mea-
sure was contemplated m the United
States of America I am quoting
from a book by Professor John F Due,
entitled Government Finance. At

page 276 he says:

“No spendings tax has actually
been employed in the United
States, Canada or Great Britain.
However, suggestions for such a
tax were advanced 1n the United
States as early as 1921 by Ogden
L wMlls, then a member of Con-
gress and later Secretary of the
Treasury

“In 1942, the U.S. Treasury
recommended a spending tax pro-
posal to the Congress, but 1t was
not taken seriously by the Con-
gressional Commuttees

Thus You will see that in the past,
there nave been suggestions for the
mmposition of the expenditure-tax,
but 1t has not been favoured. It is
only now in India that we are going
to start the expenditure-tax.

In this connection, I shall draw
your attention to page 21 of the ‘Bill
where the number of assessees is
calculated. You will see that the
estimated number of assessees g,
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4500 individuals and 1500 Hindu un-
divided families But, from the state-
ment that was made this morning by
the Finance Minister that the proviso
to clause 8 of the Bill 1s likely to be
deleted, it seems that he is of the
opinion that there should be no such
restriction on the imposition of the
expenditure-tax and that this limt
of Rs 60,000 income-tax Labihity
should not be a part of the Bill when
it emerges out of the Select Commuit-
tee We find the floodgate of assess-
ment 1s laidd open We do not know
what will be the number of assessees
who will come within the mischief or
under the purview of this Bill We
do not yet know what will be the
standard of assessment A mimmum
amount of income is fixed in the case
of income-tax But, in the case of
expenditure-tax, we do not have any
such Iimit, except for the fact that
the Bill provides that individuals and
members of Hindu undivided families
will be given certain exemptions 1n
clause 6 sub-clause (d) and the pro-
visos thereof Save and except this,
we do not know what will be the
ultimate amount of taxes that would
be realised and the amount of ex-
penditure that would be assessable,
because, we have no statistics what-
soever regarding expenditure either
in the case of individuals or m the
case of Hindu undivided families It
15 difficult to correlate expenditure
with income and it 15 difficult to guess
even the expenditure that a person
having a particular scale of income
incurs Therefore, 1t 1s very difficult
to say at this stage what will be the
contribution of the expenditure-tax
to the State exchequer and to the
Second Five Year Plan

Out of the Second Plan, already
one year has elapsed This tax wall
not be assessable before April 19858
Therefore, two years will have elaps-
ed when this Bill, alter being passed,
comes into operation Even then, 1t
will be a very hard task for the tax
collectors to lay dewn standards of
calculation and how to check evasions
or aveud incorrect returns We have

used to the . income-tax for
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gseveral decades But, neither any-
body in this country nor any one in
any other country i1s used to any
standard’ of determining the scale of
expenditure and detecting any cases
of evasion Prof Kaldor's report says
that the comprehenstve return that
would be called for in the case of
personal taxation would be a panacea
which will cure all ewils of tax eva-
sion But, from the form that 1s
suggested 1n the appendix of the re-
port, I do not think that the loopholes
n the case of attempted evasion are
plugged, or that we can expect that
there will be a fool-proof system of
return of personal expenditure or
personal taxation as suggested by
Prof Kaldor

Clauses 5 and 6 of the Bill provide
for the exclusion of certain expendi-
ture from tax In the report of Prof
Kaldor, he has exempted certain
other expenditure, which cannot be
called voluntary expenditure, but
which 1s involuntary or forced ex-
pendifure so to say, For example, he
has enumerated funeral expenses, ex-
penses of child birth, medical ex-
penses up to a certam extent, acci-
dents like flood, fire and expenses
mcurred as a result thereof, expenses
to treat physical disabilities, etc
These expenses are rather m the
shape of compulsory expenditure
Prof Kaldor has suggested that these
expenses may be excluded from
taxation I hope and believe that the
Select Committee will take into con-
sideration the desirability of the ex-
clusion of such expenditure

Regarding the schedule, I have a
suggestion to make Instead of
making the rate uniform above a cer-
tam level of expenditure, 1t would
be better that the rates of expenditure
were arranged 1n a slab system That
would be more equtable so far as
the expenditure-tax is concerned I
hope the Select Commttee will take
these suggestions into consideration

Some Hon. Members rose—

Mr. Deputy-Speaker: Those hon.
Members who have spoken yesterday
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would be given a chance only if there
is time Those who have not spoken
on either of these Bills should have
‘the preference first.
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ey & fr S ST @9 T S AR R
ag TETT & ST @ FvA & qT I T
dag wT TR F oo A% feed
T WA T FT AT R A WA €14
®Y QU FH T TOEAE AW |

< &v & faorfadr § ag wgy o &
fie q@w ¥ qgAve oK dfre @ig
wdt w1 e fegr s wafgg o
Mfeq A warer ¥ were oat w1 foar
o & 4R T e Te € Ay
ot a« i Foerer 37 wfge ok fag
o gaF qgw ¥ & s AR E
# qgaeeT 7 AT wfed & Fawa
FQ ¢ Iawr @ ww v ) v
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o= @ faw & ofcd & ug g
£ ot & fe o wET T Ay v ad
%2 | TR §7 auT F w A Y S
#% M gz ¥ T oY AT 7 g fe
ot feeafed gw farerr wmed ¢ ag A
faz g | gafae 7g a& & fis o
et B gad ofas 7 feam 9w )
@ g9t Y grawgA § e F T @
i | ug faw 1 it fevrme w9t A
SR S SR X FE AT g At
%Y agr 3w &< fear @ o

oF 4 T ¥ 91 7 qg w4
¢ f5 g faw o1 afen g1 AT TR
fie formmr Sy &1 ardIE 7 @ 6K
age & dqew U @ Wifen fe daw
R ¥ Agw A w5 L W AR &
T T A W § Awwa g fe
fererae o wAT awar s i Faad
#ag A amil Y fomwa T § WK @
At e T fF EFw gqIW W A G
av foawr fa o7 9 age formg
4

T 41 g ¥ A™ # W faw@
¥ fafaqer & wwfers @1 g WR
3G AGIE FYAT § AT TAIIA HrA
fafrex aPa &t g5 fag oA
dar g fa gor afm & SRR @
TS ¥ awEaT o9 61 Yo fedr
¢ forad gw Amfoee qeF @T A® 0
T8 drafrez o G & fag Fia W
¥ F77 1 9% fa9 Oge MEH 97 779y
a1 § #Y § u g g e ge e
ATEEE I EAHRT QO FJAT |

Dr. A. Krishnaswami rose—

Mr. Deputy-Speaker: Dr. Krshna-
swam; wants to speak?

Dr. A, Krishnaswam! (Chingleput):
If you want me ’to speak,
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Mr. Deputy-Speaker: He may speak
though that will be a departure from
the rule because he is on the Select
Committee.

Dr, Krishnaswami: I am thankful
to you for having waived the rule that
a Member of the Select Committee
cannot participate in the debate,

Shri Ranga (Tenali): Need not.

Mr. Deputy-Speaker: There is no
rule like that.

Dr. Krishnaswami: Very well, Sir,
then it is a convention.

This Bill bristles with many diffi-
culties, difficulties of a procedural
and substantive nature, and it would
be proper on my part to place before
the House these difficulties and invite
hon. Members to offer suggestions
for surmounting them. I am sure that
the Select Committee will derive con-
siderable benefit from such sugges-
tions.

My hon. friend the Finance Minis-
ter pointed out with commendable
constructiveness that the fact of this
tax being new should not be an argu-
ment against it. I entirely agree with
him. But when he further pointed
out that the assessees today are only
a limited number, say about 6,000
and that therefore we should not
be exercised over this measure, I
should also like to suggest that with
progressive experience this tax can
be widened to cover a larger number
of people. Therefore it is all the
more imperative that we should
examine the principles and the various
difficulties that confront us at this
very early stage.

Sir, it has been stated in the
Statement of Objects and Reasons
that this tax acts as a deterrent to
expenditure, This cannot be gain-
said, but in its present form it applies
to a small group of whom it cannot
be said that but for the expenditure
tax the members of the group would
indulge in large scale expenditure out
of current income, still less out of
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accumulated savings. The class of
persons to whom it applies may al-
ready be saving a good portion of
their income anyway. It would there-
fore be somewhat optimistic to pin
faith on this tax to provide savings.

Let us recognise that while a tax
on wealth is meant to diminish sav-
ings, tax on expenditure is meant
to increase private savings. Consider
as against this the immense organisa-
tional and administrative tasks which
the successful collection of this tax
would involve. The system of asses-
sment proposed in Chapter IV, clauses
13 to 17 of the Bill, will in addition
impose a liability on the assessees of
disclosing details of personal expéndi-
ture during the year, a liability which
in practice might involve consider-
able harassment and the burden of
keeping detailed accounts of indivi-
dual and family expenses.

Clause (13) specifies that every
person should furnish a return setting
forth his expenditure for the pre-
vious year. If this and nothing more
were involved, there would perhaps
be no difficulty. But if the officer is
not satisfied, the assessee has to pro-
duce such evidence as may be requir-
ed in support of his return. This
means that an assessee has to keep
detailed individual and family expen-
diture accounts. What is more, the
officer has the right to probe into
every transaction. An expenditure
account, after all, is in many cases
unlike an income account, a reflec-
tion of the personality of the indi-
vidual. The powers given to an ad-
ministrative officer to probe into this
go far beyond, in my judgment, the
permissible limits of State inter-
ference. This is particularly annoy-
ing because in order to levy expendi-
ture tax one need not give these vast
powers to the tax-gathering autho-
rity. Indeed the author of the re-
port on tax reform, Mr. Kaldor, sug-
gested a different approach where
such details of expenditure except
those pertaining to the exempted
category were not required to  be
revealed, The assessee, under his
system, was required to declare only



3903  Expenditure Tax
B

{Dr Krishnaswami]

his total assets at the beginning of
the year and at the end of the year
and the mmcome during the period
His expenditure was to be calculated
by adding to his income the difference
between the assets at the beginming
and the end of the period The very
fact that such a system could not be
adopted, perhaps for legitimate rea-
sons, ;n & country hke ours 1s a
strong argument for proceeding with
caution and for having a form of
procedure for assessment which is not
inquisitorial in character

15 hrs.

The broader aspects of the case for
a tax on spendings have to be
examined, and Mr Kaldor's argu-
ments which relate to the theoretical
superionity of the expenditure tax
over the income-tax have to be
brought under review Mr Kaldor
points out that an income-tax leaves
out of account certain kinds of income
which none the less add to a persen’s
capacity to spend The defimtion of
taxable income, according to him, 1s
narrow This argument has, however,
been met to a considerable extent by
extending the tax net to cover cap-
tal gams at super-tax rates To a
large extent, the other argument does
not apply 1n our country, because
there 18 as yet no evidence of a con-
siderable proportion of persons add-
ing to their spending by drawmg on
their wealth, a frame of reference
quite different from what Mr Kaldor
had m view

Still another argument which s
put forward m favour of the expen-
diture tax 1s that by excludmg sav-
ings from 1its purview, it encourages
them. On certain grounds, this sounds
very plausible But one would lke
to point out that people save because
they may desire to spend in future
Although they may escape when they
save, they will none the less bear the
tax in future, when they spend out
of accumulated savings In fact, it
is mn order to deter such spending
that Mr Kaldor recommends this

17 JULY 1987

lzpmr; Tax
ot 3904

tax However, it 18 doubtful, whether
a person who is to be taxed on his
expenditure will have any great in-
eentive to curtail expenditure,
especially when he 15 going to be
taxed at higher rates on his income
from investment and on his wealth
as well Besides 1n the type of
society that we have, it would be
quite difficult to decide the limits of
allowable expenditure It i1s on this
matter that I should like hon Mem-
bers to offer us guidance as to how
to separate personal from non-per-
sonal expenditures For instance, in
the present stage of social evolution,
the joint family, or in its absence,
strong family ties, determines the
responsibihities of an earming member
You cannot determine by law who
constitute the members of a family
Of course, there 1s the danger that an
extended definition of the family
would be misused for evasion On
the other hand, a purely legalistic
definition

Shr T. T. Krishnamacharl: There 1s
no danger; it 13 a fact

Dr. Krishnaswami: I accept the
amendment

On the other hand, a purely lega-
listic definition of who constitute the
family can lead to hardship, especial-
ly in a country where the only form
of social security is based on family
ties This tax covers today about
six thousand people But m course
of time, hke all taxes, the nets will
be cast wider and a larger number
will be brought within its meshes

The question which we shall, there-
fore, have to face at the outset will be
whether one has to permit hardship
by disallowing expenditure incurred
on dependants or whether the expen-
diture tax officer 1s to be given the
power to decide on the menits of each
case, whether particular members of
the family are to be considered mem-
bers of the famly for this tax

It may be suggested with force that
neither alternative is satisfactery.
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Therefore, 1, suggest that we ghould
give serious thought on as to how we
are going to reconcile the demands of
tax reform with those of having
social security safeguarded in our
system. Unless the social system gets
transformed so that the normal
family unit of husband, wife and
children is the general rule, the en-
forcement of an expenditure tax is
fraught with grave dangers which we
cannot afford to overlook, and which,
I hope the Select Committee  will
take into account.

As it is, the absence of family
allowances and the fact that the in-
come-tax law does not and probably
cannot take account of family com-
mitments already works preferential-
ly in favour of persons with smaller
families or lesser commitments. This
is neither equitable nor socially de-
sirable, and we would be making
things considerably more difficult
by adopting a tax on spendings.

These are some of the considera-
tions which I have to place before the
House. There is another argument
which I should like also to mention
at this stage. In any economy, it may
be argued that high marginal rates of
taxation encourage evasion. It is
implicitly assumed by us that by
reducing to some extent the highest
limits of super-tax and replacing it
by a more or less corresponding
expenditure tax, the system would
become more equitable. But the
difficulties of separating the purely
personal from the business expendi-
tures are considerable with our pre-
sent structure, where family busi-
nesses abound and where it is not
uncommon for business expenditures
to be incurred as part of household
expenditures. Either the tax liabi-
lity will be unfairly large, because all
expenditure is considered personal
expenditure, or there would have to
be firritating questioning and cross-
Questioning in order to arrive at the
business element in expenditure, This
is a problem that has to be faced.

1 do not propose to commit myself
at this stage as to whether we are

/17 JULY 1087

Expenditure Tax 3906
Bill

going to find solutions or not. I sug-
gest that many of these problems have
to be gone into very carefully, parti-
cularly, as we are initiating a new
tax for the first time in the world. It
is no argument to suggest that today
it is only a few that are affected.
Today, only a few may be affected,
but tomorrow, with more experience,
we might have the expenditure tax
covering large numbers of people.
From this point of view, Sir, we
would be particularly thankful to
hon. Members, and when I say we,
1 have in view Members of the Select
Committee—if they can throw light
on how some of these difficulties
might be overcome. If these difficul-
ties can be mitigated in some measure,
and if it is decided after all to have
an expenditure tax then, while the
positive gains may not be as consider-
able as is envisaged by the imposi-
tion of this tax at least we would not
have added to the amount of hard-
ships and vexation which are likely to
result particularly in a society where
we Fave not as yet developed social
security, and where the only form
of social security is to be found in
family ties.

Shri Sadhan Gupta (Calcutta
East): T would point out very briefly
certain aspects of this Bill, which
the Select Committee should take
into consideration in order to make
this Bill something which the people
expected it to be, a Bill to
further the socialist pattern, It
is necessary that every Bill that seeks
to further the socialist pattern
should help rather than thinder
the breaking up of the concentration
of wealth; also, it should not hinder
the process of redistribution of wealth
in the community.

The expenditure tax here contains
many loopholes just like the wealth
tax, which, to my mind, absolutely
defeats the purpose. For example,
there is an exemption in respect of
acquisition and construction of im-
movable properties. It is common
knowledge, that most rich people
spend a large part of their fortunes in
acquiring or constructing immovable
properties in many places, throughout
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the country For instance, we have a
Birla house mn Delhi, Bombay and
Caleutta, and I do not know, where
else—perhaps in many other places
too Similarly, there are rich mag-
nates, who have houses in all con-
celvable places, in hill stations, n
seaside resorts, and all other places
where people resort to for recupera-
tion of thewr health or for pleasure
purposes, as well as in the different
cities of our country

It this kind of expenditure 1s to be
allowed as an exempted expenditure,
I would think 1t will be domg a
mockery of the socialist pattern which
we swear by, especially when we say
in the last sentence in the Statement
of Objects and Reasons of this Bill
that it 1s consistent with the avowed
object of socialist pattern of society
It 15 not the object of the sociahst
pattern of socicty to allow rich people
to build or acquire houses in pleasure
resorts throughout the country There-
fore, even 1If 1t 1s felt necessary to
allow some expenditure on houses a
definite imit should be set to that
kind of expcnditure

The next thing 1s the exemption of
gifts, donations and trusts What 1s
the use of exempting gifts, donations
and trusts? That would, I believe,
be a potent instrument to defeat the
provisions of wealth tax by distribu-
ting the wealth between dependants
by way of gifts, donations etc and
that way not only the expenditure
tax but also the wealth tax wall suffer
As a matter of fact, why should we
countenance large gifts donations or
trusts which are not beneficial to the
public in general” If you want to
exempt gifts and donations, set a Iimit
for them, if you want to exempt
trusts, describe what kind of tru
you want to exempt But for God’s
sake, do not exempt every kmd of
gift, every kind of donation or every
kind of trust without limit, because
by that means I think you will not
have left many of the 4500 indivi-
duals or the 1500 undivided Hindu
families which you expect to be the
subject of your assessment
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On top of all these allowances, un-
der clause 8 2 basic allowance of
Rs 24,000 and a further allowance of
Rs 5000 for every individual depen-
dant of the assessee are provided
That will give most of the richer
ass¢ssees a clear allowance of
Rs 24,000 plus Rs 40,000 for 8 or 10
dependants So they clearly run
away with Rs 64,000

Shri T T. Krishramachari May 1
tell my hon friend that I mentioned
in my opening speech that except
in regard to Hindu joint families, so
far as the individual 1s concerned,
the total will be restricted to Rs.
35,0007

Shri Sadhan Gupta In that case,
they escape with at least Rs 35,000,
houses and other things

The other danger 1s that there are
certain exempted categories like
acquisition of i1mmoveable properties
or business expenditure in sub-clause
(1) (a) of clause 5 which would en-
able the assessee to dodge many tax-
able cxpenditures by showing them
in the account of those exempted
expenditures For business purposes
many things happen For example, you
keep a domestie establishment It often
happens that in many cases, the do-
mestic establishment 1s charged on the
commercial establishment They will
be shown as doing something in
connection with the business establish-
ment You will have hardly any means
of checking this fraud Similarly, 1n
the matter of acquisition of 1mmove-
able property, a larger amount may
be shown by collusion with the ven-
dor and m that way, certain expendi-
ture, which might have been mcurred
on 1items which are taxable, would
evade payment of tax

So by providing all these loopholes,
1t 1s absolutely not justified to clamm
that 1t furthers the socialist pattern.
What we want 15 a very steeply gra-
duated rate of expenditure, because
we want the concentration of wealth
to be broken up Therefore, even mn
the case of business expenditure or
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investments, a limit should be set. It
may be said that in that case invest-
ments would be discouraged. If in-
vestments are discouraged by mea-
sures taken against the concentration
of wealth, it is a situation which is
absolutely in tune with the socialist
pattern of society. Therefore, you
have to choose between the two pat-
terns; you cannot have both. I you
have socialist pattern, you cannot
encourage concentration of wealth by
way of investment; if you think it
wise to encourage mvestments and
thereby promote the concentration of
wealth, it cannot be a socialist pat-
tern. You cannot get out of dilemma,
and the only way 1s to adhere to one
pattern rather than to the other and
mntroduce such a pattern of society
in which, if the capitalists do not in-
vest, the State will take up the invest-
ment and thereby supply the need
for which we have to depend on big
capitalists today That is the only
way to usher 1n a socialist pattern.

Therefore, I would plead that even
in the case of investments and busi-
ness expenditure, some himit must be
set, otherwise, all the 6000 assessees
will escape through the loopholes and
we may be faced with something
like the situation we are faced with
1n respect of estate duty today. Very
great expectations were raised regard-
ing the estate duty, but today we
find that the realisation from death
duty is very neghgible. So m spite
of all the great hopes raised, i;n spite
of all the propaganda that has been
put forth regarding expenditure tax,
I am afra:d 1if these loopholes are not
plugged, this tax is going to prove
as great a hoax as the death duty.

Now I want to point out one or two
small matters also, Regarding the
question of income tax practitioners,
in replying to the debate on the
Wealth Tax Bill, the Minister had
stated that there were many practi-
tioners who were not really gqualified
enough but who had the night to
practise as income tax practitioners.
For instance, he listed graduates in
economics. Now, if you have to ex-
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clude any of those practitioners, you
have to do it on a general basis,
Practice m conection with these taxes
—the wealth tax or the expenditure
tax—is very much ke that in con-
nection with mncome tax. If you allow,
certain practitioners to practise in
connection with mcome tax, there is
no reason why you should not allow
them to practise m connection with
these taxes It may also otherwise
create difficulties because usually for
these kinds of things the same practi~
tioner 1s engaged, and that it would
be better if the same practitioner is
allowed to practise mn the matter of
all these taxes. If you make any
exception, 1t must be on a general
basis and not on a particular basis.
Therefore, I would prefer that the
clause should stand like this—that
whoever 1s empowered to appear be-
fore an income tax tribunal or officer
will be empowered to appear also
before the expenditure tax officer or
expenditure tax tribunal, Bccause, I
take it, they will be the same persons
and, therefore, no harm will be done
that way If you finally amend the
Income-tax Act to restrict the right
to practice to certain persons, then,
of course, there 1s ample justification,
for the right of practice will be auto-
matically restricted in the case of
these taxes also So, I would draw
the attention of the Select Commuttee
to these various things and request
the Select Committee to formulate
schemes first of all to plug the loop-
holes; secondly, to set a lmit on ex-
penditure on every item of exempted
expenditure, thirdly, to take away
these gifts, trusts and donations and
acquisitions and constructions of im-
movable property, at least after a
certain imit, from the exemption
from tax; and lastly, to graduate, the
rate more steeply and then to recon-
sider the position of practitioners in
the light of the Income-tax law.
The Select Committee must do and 1f
it does it, then, this tax will be &
potent mstrument not only for raising
revenue but also for the important
purpose, for instance, of fighting in-
flation as well as discouraging of con-
centration of wealth in our country.
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Shri Naushir Bharucha (East Khan-
desh) Mr Deputy-Speaker, Sir, it
must be a recognmsed fact that our
country is passing through an econo-
mic crisis of no mean magnitude The
various academic arguments that
have been advanced against expendi-
ture tax will not stand scrutiny for
a moment even Let us recognse the
stark reality that our country has to
face, as I said yesterday, for funds
for putting through the Second Plan
It the Second Plan collapses, I am
afraid, the sense of frustration and
the economic chaos would be so vast
that one shudders to think of the con-
sequences of such an eventuality I,
therefore, support this expenditure
tax, not merely because, 1n my opi-
nion, 1t 1s just but aiso because the
dire necessity of the country leaves
us no other alternative

The hon Fmance Mimster bae
already explammed that the expendi-
ture tax 1s a part of an integrated
direct personal taxation system, that
it has got an egalitarian concept, and
these facts must be eccepted as cor-
rect I have no doubt that a tax on
expenditure 1s bound to be an incen-
tive to save, whatever persons ir other
mterested quarters might say There
may be some difference of opuion as
to the details and important detaile
but that can be looked into So far
as the scheme of the Bill 1s concern-
ed, I think, by and large, the scheme
commends 1itself because, in the first
place, very generous exemptions have
been made I do not agree with the
former speaker, who said that these
exemptions must be deleted These
axemptions relate to capital expendi-
fure, for mnstance, to acquisition of
mmmovable property, fixed deposits
gifts premiums etc and payments for
prcvident funds

Take for instance, the case of capi-
ta] expenditure Surely, when we
impose an expenditure tax, the first
important thing 1s that you must dis-
tinguish between expenditure and
saving or investment It need not
be presumed that because capital ex-
penditure is excluded from the com-
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putation of taxable expenditure, that
altogether goes out, because it may
be taxed in the form of income-tax
if the capital expenditure yields some
return  So, by and large, the exemp-
tions though, at first sight, they seem
generous are a necessary part of ex-
penditure tax and should remain there
until we have greater experience.
Thereafter one require to may con-
sider whether these exemptions be
deleted or diluted For instance, the
exemption relating to gifts and dona-
tions In expenditure tax when we
say that the person spending so much
has to be taxed, obviously, if a gift
1s made or a donation 18 made, that
should go out because that does not
form part of personal expendityre,
thaf 1s not in the nature of recurring
or routine expenditure It may be
that later on, next year, the hon.
Finance Minister may come with a
measure for taxing gifts and dona-
tions Then, this loophole may be
plugged, but, until we have greater
experience of this, I for one would
say that the present scheme of the
Bill should be retained and 1t may be
modified after some experience

Referring to the incidence of the
expenditure tax, I am of the view
that even with the suggestion which
the hon Finance Minister made this
morning, the incidence 1s not going
to be heavy Let us first bear 1n
mind the fact that this may affect
6,000 or, at the most, 25,000 people
even 1if the net 1s spread far and wide
and this category definitely includes
reople who can afford to pay I we
recognse the fact that the defimtion
of mcome in the Indian Income-tax
Act does not give us a correct yard-
stick for measuring the taxable capa-
city of a person, then, the logical con-
clusion 1s that we must accept other
supplementary systems of taxation
which go to complete the structure
and make 1t more perfect as an in-
strument to measure the taxable
capacity If that is accepted this ex-
penditure tax becomes invitable.

There are numerous objections that
have been raised against this tax. 1



been stated that it iz & novel experi-
ment. So many taxes have been
novel. : In England, before 1854
think, the income-tax was a nov
tax but it has come to stay. It
also been stated that no country
got this system of expenditure tax.
Unless some country makes a begin-
ning no country will have it. That
is hardly an argument that we should
not have a tax until somebody has
tried it and found it workable. It is
also stated that Prof. Kaldor in his
book on expenditure has said that if
an expenditure tax is introduced there
would be no place for wealth or in-
come-tax. I am afraid that is not
the correct interpretation. It is true
that Prof. Kaldor has said that this
integrated system of personal taxa-
tion should be accompanied by down-
grading of income-tax, which, at its
maximum, should not exceed 45 per
cent. But, I do not know whether,
taking into consideration the pecu-
liar economic conditions existing in
India it is necessary that we should
copy Prof. Kaldor in every detail and
that we should also scaledown our
rate of income-tax.

It has also been urged that it is
going to be extremely difficuit to
administer this tax and that it 13 like-
ly to impose a very great burden on
the assessee; the assessee wiil be re-
quired to maintain an account of ex-
penditure in great detail. He will
have to maintain books in respect of
purchase of capital assets; then, he
will have to keep an account of
moneys lent, bank balances, bequests
and gifts and all other expenditure.
It is true that to a certain extent,
keeping of accounts of expenditure
will be necessary. But, in this con-
nection I would appeal to the hon.
Finance Minister to take into consi-
deration Prof. Kaldor's formula for
computing the taxable expenditure in
& rough and ready manner, His
formula is: “expenditure” should be
regarded as equal to cash, and bank
balance standing at the beginning of
the year plus gifts, bequestions, etc.
plus borrowings pius proceeds
of Investments minus loans, invest-

EE: .
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ments, cash and bank balance at the
end of the year. I submit that this
may not give you a very correct mea-
sure for computing the taxable expen-
diture. But, to my mind, in the ad-
ministration of a system of expendi~
ture tax like this, it is very important
that the assessee should not be put to
pin-pricks and trouble. It is better
that we should derive some less reve-
nue to begin with rather than involve
our departments and collection machi-
nery into a morass of details with
regard to the computation of taxable
expenditure. I, therefore, appeal to
the Select Committee to take into
consideration a rough and ryeady
method of computing taxable ex-
penditure and the formula suggested
by Dr, Kaldor seems to work well,

It is also suggested that there will
be very considerable evasion of ex-
penditure tax. Let us admit it is going
to be so, How will evasion take place?
First, in the nature of gifts. It may be
so. There would be more cash tran-
sactions than by means of cheques. I
admit it is possible to evade expendi-
ture tax by entering into cash tran-
sactions and not keeping any records
of that. Also by debiting personal
accounts to the firm’s accounts, it can
be evaded. It is also possible by cre-
ating false evidence of debts. These
things are possible. Let us admit that
a person who is bent upon evading
expenditure tax can do it within
measurable limits simply because
there are possibilities of evasion. But,
on that account one cannot say that
this should be abandoned altogether
as a source of revenue.

But, let us also consider some of
the valid objections to this tax which,
to my mind, require to be removed.
I hope the Select Conimittee will take
into account the point raised in righte-
ous indignation by my hon. friend,
Pandit Thakur Das Bhargava. In-
justice is being done to the joint fami~
ly. 1 fully agree with him. It is con-
ceivable that at a time when the Bri-
tishers were here they did not entex
into the spirit of joint family systesa
and did not underatand much abous it.
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‘They may have resorted to some sort
of a rough and ready workable for-
muls and imposed taxes on individu-
als and joint families. The time has
definitely come when justice should
be dane in these cases.

True, the hon. Finance Minister
may feel that if the size of the joint
family permissible under the taxation
system were to be increased, many
people may take refuge under that
and evade taxes, Even then I feel, at
the cost of evasion of some tax, it is
very necessary that delayed justice
should be done to the Joint Hindu
family system and I hope the Com-
mittee will take mnto account the
very fervent and earnest plea made
by Pandit Thakur Das Bhargava.

I also feel that in certain respects,
exemptions should be enlarged and
the expenditure due to death and
funeral ceremonies, etc. should be
completely exempted and also ex-
penditure due to emergencies If that
is done, I think some of the objections
would disappear.

It has been stated that there will be
administrative difficulties. If that 1s
an objection, many of the taxes would
have to be deleted from the statute
bopk. Let us realise that with all the
efforts of human ingenuity 1t 1s not
possible to evolve a taxation system
which is perfect in every respect.

If we really mean socialist pattern,
Expenditure Tax should be there.
For the first time, after seemng the
taxation plan of the Finance Minis-
ter, I am beginning to feel that the
Copgress Party is becoming a little
sepious about the socialist pattern of
society. If we are serious about it
this system of taxation is inevitable.
I repeat what I said. The rich will
have to reconcile themselves
to the sacrifice which this system of
taxation calls upon them to make.
That is inevitable in any future
society whichever party comes into
power. Let not the rich, therefore,
howl and say that elther the capital
formation is deterred or that private
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personal expenditure is being pried
into. The whole country is moving
towards socialist pattern of society.
There can be no exception to this rule
and the sooner the richer class recon-

ciles itself to this inexorable fact,
it will be r for them, better for
the co and better for our re-

sourcey/of revenues.

W awid (qEAEYc) 9T
312w, & fadga « qer 4 o 9w fafear
& 7 STRT gAdT w3 § 1 wrd st
WAIT TATT ;Y FI T AT 9
ok gy & fasg &1 ad T afy
qaRrN § famw v 3, W 9g
ARG safEaTa @ 97 A "N
arfed 1| wa wr§ srfer itz san
FOU A AT 7 39% af o
nAr wqferar dzr gr £ faw & awr
e § g v wefe &
=4 97 qATRT TOE A4, T WTEARE
A

;A @ g fiw &
LR E R T R
TET W OTE 8, T F QAT
Az g, 07 AT T AV R WGT FEAA
a1 g7 f5 I O F I F AT
il e ool ALk G B
wgaaf¥r  ®t T@d ga BT v g
Tfer . ® qre g A @A A,
}fw&;ﬁaﬁw.wmaimw{r%.
Ly foe oft oY faw g gwa
FA A X AT 3 T GEA AT AT gw Oy
sfgg FEy & 1 T AT T oW
famit ardf 1w WY & oW wra
IR ARG FI AR A ¢ fgw
WO /R giE ®I WAt $Y e
7% fatn foam  awe aer
R garad A g ¥ fag
B 9w W §, 9 =y W%
qg 9 I w34 q g GgEE g,
T fqdt & W@y Tawr wrre ficwr T
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wifid | fivey, Wi @ “fey’ Fag
vo faedgy & wew F 9 A6 wedw
¢ =% & v & wopw Iofeaw wom
g § !

@ faer w407 wag 7 waq A
¥ qg @i fear g e o a7 a1 W
g oo wir aw g af fea
T E L T TR & ¢

“This is a form of taxation

which has no backing as yet of
historical experience.”

# waA fax ofr we=r @ wewa g
fr afx oz & oo 3T & A ST
Tt & A ag wrE 47w A5 § fwogw
O AN G A TF ) T QT AR
FE K i AEADEAT A5 § | T AGAT
0T 1T TIAT &7 AT & | 0wy W
7 g 25w a4 &, A °Aw gw AW
W F am R §, g% wfse qar ) wadr
2 we Fifsa, #85 afw @
¥ awq o fag wwfa €1 Aug
WIT AT § AY T AGZ K AR SNE(
= 37+ fr gk T A = s
g | T 9@ 3w §L gw Ty ) uF
WY, 99 U0 & &9 § fagwm @
2 & M wen fag@ FamEeT @)
At & fanT firar sAr sfed o
AT Y ATIfOw TP OR € WK
faeY guY I § 97w AT AW &R
T I A QIF T wERAAT § |

IIHIE | AW § uaRgEET
d WA F wv ® AT gwn ar
1T SieER fewe & o g 7
¥Y HTE wRdW! IR EE
™ ¢ | 3T T K GANT BT
AT TR Y g H wiww werfa-
e wly o & 1 feey smaRifor
wieamEt & wror wwdW TR 7
euT feex & 3@ gETy WY |
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aff fiear WYc vl € Rgeae
&wr afy wwrar AT 1 { Ay A g
fe oot ofdfenfa wwdwr & sdar
a1 fegéim s amw § ok
I T ¥ 7 N smEgtw af-
argar § S gw gfe @ waw aff
3 %y | faa a0 wgRw 7 v
AT § ¥F ATG ) FER A @
e g8 & & fag sy srafw
SqaEqT AT TEq | 7 WA q Iqh
weEi # g

“It is a tax which, given effec-

tive administrative arrange-
ments....”

R uw N IR §g oawT ¢
NI §F AT ®T HX AT QT T Aw-
ww § f v ‘géfea gefagfer
wieR”, SRS et saer,
g famtr w< a5 § 1 o aw w1
Wt e § 7T 19 gfee & Sregdw
adY & W a@ saE g e g wfe
§ o frem ga frar w1 &g )
FNL N Y 1 AW § o7 § oW =)
ag yafefam &1 o ol & oW
T &9W FT FY &W F  wiygemie
w7 feq R @ ey oenfr T
ﬁﬂ?,mﬁﬁ“@i"“:wﬁﬁm-
W T8 S AU o

78 ¢ag wufwm daw §, afanfw
SrEA |, IE%T gfaTar 7 Wi I9% W)
¥ O B /W v ¥ &F fom
faeqa s 21 § o7 g &
S § WSS AW gET & )
Ffaasr gAEfEd & o To Fo FX
7 W @ B wee foar § 1 SN
&g § fr 77 am o< fawne W sof@
f w7 7oy ®Y iy A9 7 g4w
A ¥ gaT wfwe g od

“Whether it is reasonable for

the State to require such a degree
of information as would be nesded
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[wf xrdary
from the tax-payer about his
activities.”

AT T HAg FH A gardy Ay oy
2 R Y i § 9% 0 TEw
ERIQNT 7 BY XG AT ¥ Fraqry @
oEwE § | NRET w7 @
€ ara WY eirere frar @ s xw
® gft &) frar mar & wfe s
& qiw wfsargar & Fidr o § wwar
¢t fis wigr 7z &%m arp O1F avew §
wgt W A 7 ¥ woeAr el W
ftere & WX gafad I @ aw
%7 gar fzar & fs qaa ¢ e foad
@t 36 F e I7 R E I TN A
¥ qF |

“demonetization of existing bank
notes.” N
WY F3 NEET wreeT A fear g, & A&
aawran fir faer 7ot g o TR
T I5T T faar FT R § | oA
s o afy wied | frg @ v
¥ wuerew wafewr w9 & At
whsareat s@w gt swwr  fase

T oqrEE §

qW 7% 3@ FT §IGA & @ gA
s cadem ¥ geada oy W FTET
®Y gmfesr At fear mar | S
geqfer T TAT TAT 91 IEF I7] AR
w1l §Y wo Ay fear war or
firg @ v & w0 G ® ¥ 9 AR
wrefiT wt Frarer fear mar &1 & 2@
e fe fem fadq sl & g
figqr war &\ afg g awfa FT W
awa § & gefa & w9 T W
afr o wwar | & wwwar § fo
arer 9 fe & ferar foway S snfied
& s wen ¥ fin s wfifr o
oY wTRfe & grew § A ORI A
wofr |
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% W gyt wrw, frae s
N wxofte gxi dfeer sy @
wix & s fearar § s foget
off wew 3 N gfie & §, Juet Wix
# faer st wiew w1 v ofreAr
gt § 1| feg dqw ofcme W
yoelr wRnfas goa # v ¥ 6
T3t § ford gaw gt & watdy wo Wy
AT AT | JAAF T FeA®
3¢ ¥ faa, weiw fawar & fod, s
wifgwr & fad, W, ger, fam
sk fafeer o = A w@,
I av qqe fgg afene & sorrst
ararfs goar agfy & e § el ot
w1fgd | ¥ ATT *1 A4 A W
anfgd | FT Ag F FOT AL TE WY
X SR T g feg SR
&9 & oY, ¥ §F A ¥ ¥w
™ ¥ YH W wd Ay w1 v
R fred ag agw afae & sl
faegw wrew @ od, W & wify
e T g

Y smaay we (o)
I9TeRe wEET, AfawT & wad frggw
* wqu gt § I faway w1 forw e
war 3, fod o | 0 geeR—
WAl 78 FE—FT T g &
3§ g & =g w1 w1 N fors A
g1 SwEgH A Qo WA AT W
wER 1 o Wt fawal & wpT
&1 wfwee & o fawg faft oft gt
#F af & @ sw ged Wk fed
gft & W gawr o o A &1
# gagan § fe for wow d@faam aomar
AT YT 4T, I wAq caw fmfodt ¥
fomr & ag w48 Wk fe xodt
aey T o< fpgem W wc-worvel
§ onfyer fear omdo | x® fod ag
wET a7 gt § fr oy X o fader
fewr o A W
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15.52 hrs. fag frr 1w gw =g % TR,
(Semnar ”ﬁuu Cr;AnAvmv in Afer wrwT WX T 2w WAy,
i-crwmtﬁﬁmw'qﬁhmw%m oY Jw ®Y 7 Fow w74Y Y wAY Y vl

wX wmA & fad warw aar §, afew
AT | g W ¢ | e
WA N R oW W A
sorrely §, SF agw Ay ¥ =d & A
arfasr &, fom & wrk samm off A
grr § Wik 2w & WY gaw wrwwr
- grar § W =qd § 9 qTay g
t 1 <= faaaw ¥ oo ag weEm—
fryeadi—age & a% fafa @
s | e e gw et o 8, g
weaet gft e wifgr forw &
T R TaReT ad ¥ fag Nt
T 2 WK aw § @ wte ar
wfial #1 99g 0 w19 & W & fag
AT gag W, fored 2w & awfa
@ W 2w HqE Y 1 dav fw gm
faer v At w@xw 7 Tamar &, o favas
¥ H€ ITW TN TG 0 A L,
afer woeqg ®Y QAT & WX st Ay
T8 v &7 qier 3w § i ot Savetr
FFTE T A Ak IaN @ F
o qg ) Td SR a= 5T AW A
Tafe ®t W@WE A a9 § 9§
RI@r @ e @
fadas w1 fadw afr foar & 1 SEr
gl 74T wwe feq g g, wweE
WX 93y wre g wd @, Sfew et
oF @< ¥ @ fadgw o andw fear
2

% et § fw gw wod 2w F AN
or 7€ WX gFRE s
e @ §, 7 favaw 9 ¥1 % AqW
w1 aftew s v A feqram,
O euTd W oF wgerqd W
¥ wfer gy et | T ww owT
I TS, gegfer we Wi gEdE
o & fad sgmw A or S ww A

afer dww et & wEvEw F a
vt a1 gt ok g oww
W A oF guaag W el gk we-
qorrelt eqifar Ay $T &fF | dur
fie of R og% fajfaw & wvaw € wqra,
% tE o T A w@ g

dar f& qf g et {
*gr & ug ®T oF 7€ N7 § A%
findt 2a #1 wHT St AT A -
R WET A S Af 1 Gy wrar
% vz afafawY, faw &gy ag favus
fear o @7 3, @ 9T 8L ENRT
fagasl #1 AYAT AT FEATEAYE
faare #X3 !  wEwEwar  gRC
g ' w way ¢ fe afx fedt
fagas §—ag ag fodaw weg &
wvgr §), 9% IIW frad fr 3
]| T Q— weT 3w T g, I
IR AT T, T IWF ag A
gt ® rF, @ Ag AETRE Y
agoEwar y AN e A LT T
qgAT | AEFTEAAAIE, WA
g Igw afar Qar &, dfer afx
I® FT TUATT 36 T ), N gAa I
QU uET gEaT &1 qA AT ¢
st wiwfa & qa aua o qey grasTd
¥ faom w00 1 g7 fadas § x50’
wer #Y 7g afeqrar # T §—
(g) “dependant” means—

(i) where the assessee is an indivi-
dual, a son or daughter wholly or
mainly dependant on the assessee for
support and maintenance;

(ii) where the assessee is a Hindu
undivided family—

(a) every coparcener other than
the karta; and
(b) any other members of the
family who under any law or
order or decree of a court is
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[s i ATCTaw AT)
entitled to maintenance from
the joint family property;

# 7 wwan fr I Fgw afar
2, w2 wre faa A fady fedde
q ot agft ot aft | fegEwm
R grTk AW A sgEeqr §, Faw
R faqr TR T AT § oW
¥ YN g F weEm gir ar
IE R AT AT € NIT WR
dqw qi ® A A agwT
aWA ary SfarQ @ wrar fear
fef¥z A Aot F wrn wifgd dar
A= |

ugr aF Ea A A 9 8,
ST R F WA § s §
faqer smraAt—3aw T3 T A-
TAT—®|Is TR AT {7 W o,
ART ug 259 AGT ™ 9

Y TGP TF T § W AR N
HRT 7 WHT A« g @y J fF
vaar afes |t §mr wfge Fa7 fa
RNEAL FIER 7 w5y ¢ 5 aq
€ @ A & oA wfeg o g
oY, AT AT @ wwEAo ®7 @i|r
ma’ma—’ran TGl 9 WY U
&g a%d § & W,000 AT 30,000
a‘tafwawmrawrmug-ﬂ
& qgar 1 afx qer faar wEmoar
# wager g fo wfas sw=ar oo
%o0,000 HIAZAT &I At Amr fafs=a
%1 ¥ &, saw Ow § g faw s
wifge Wik &4 w1 it afonw § sgar
@ fox g wfgg
16 hrs,

% 19 & aTF WK K §TTE
W|MA ATERT FAT AEA R 1 F
wrt s afy g, 96T fo o
& sod Frarad Sfersr T STEAT
§ ! E aR A e et (wfr)
wt frs &, 3o wx ¢ wir dY oy ona

S Ny Ay
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§ o7 wyFmE N W oW g T oged
DTN aArd 1 A& T e
% & wowe W) AETeRe ¥ fog o @
gm ag g8 A% ¥ T arfaw fam
AT AR T T JY 3T G T
@E WF &, a1 TG 1§, AT AR
Frad, I weAm & fdRe Wi
¥afeda & @9 &1 Fow AT ORY
war Ifge | e rafamw Wk
FEEFTT ¥ 98 4F A1 NI AR q@
FAR IR AT N aw T Ew §
FfFT wv QA A s
¥ ®f 7 faut g ¥afdy & av
&R Hi g § 4 W A @ AT W
%A W AT & % A anfag ww™
oY & av ofY AAT HT AT IAT A T-
A7 1 49t qear I A F1 AL’ A7
sf T ¥ oagwee ¢+ Faar sraranfeq
5F A F 4gd o Ter g F
Tt frag A w o a1 sT ¢ 7
gEr g ar Ay 1 Faw arrfae sroear
§ g% Vg ¢ & JOH ATM &1 &9
W uw wgeEger At § 1 falwAw f,
§ a9l g, 97 T8 AT G%AT 8, g
g 9T M § TH O FIL T A
¢ A7 Az g e sfere a9 o
s 3 e g T M e
&1 uw Frr  fagifva & Jroad g
T[T § IRAT SR & e o
gl aga T AT 5T A &1 afam
BT TL FAT F H"T B AT & 7
T AHF § I 97 qT SEHIRET HT
gz faet mtfer + o # fomer
/Y FVA Y AT § IIT QF A¢ AV
A gz fasedt afge, e faee
ifge | a8 oF ararr /¥ 3 WX
wEw fgg 7 o &0

W F AT WAEGT § T W
ax & foq & @ & wowr oW
teerrm wer F + 3w W W X
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€FTC gwwaT g WX ag ag @i § A
w3 wearfe qv fisar srar § ) ATn-
faar & g & qewra ¥ 4§ WOAr
w¥ wawd & fiv 9% I § T
X, ¥ $7 W w7 ) afg
fFffqear A gg g R
v g s wag § «g o 1 wfew
I NI AT BT HIAT A0SV AT
T B FITET FOAT §, A7 oA faeRdy
T Y AT ATAT §, AW 4T &A1
A omar &1 wfrrm T X & TR
faams g Afea 9a g fanasy « &9
T AE 51 %7 T AT & T ¢H GWIRA
fragt & wagq fa=Te 74 w7 A9
g1 A § =g g fwoarg wmix
R @% & 1§ A1 fafram @ &
o, aifsd fs7 97 gz Q1 o &% )
# ag A aan fa fommr 91 A R,
IT AT KT IgH Fz faq WA 9Ty
15 /a7 afy fafrag e< fr 9o At
HIET @ |

NFA7 FIE7 7 778 a1 1 fom
fear 21 ur A fermt & age
Wg@T AWAAT § ST form o1 q@w
AT ATEAT g oA¢ g Yafstaw %
T, [IETNF 4T | 395 A9 &
q1q A wFE AT & I A
% fos s omrgm g o wigfar
YA & BART AZT ¥ AW F AW
nfe fax afr WA AT fare wEsw
WA 2 ar et A gfa 9gRa &
q1 §F 9 a7 TARAT 9 A Fai 47,
IGE T A T AP E AWM
frert =nfer

afs W weer fawfy qeed &
TSI &9 W WX afs Igw 39
THER LA H ST AW 5 g
awf & forgmy ey 1 w7 wwar § oK
&Y i T @ A A wAT R
g N ywiT v § W fr ag e
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war §, saer ot gz Sew faedl
aifgy | 7 AT =T 677 a1 T WA
SEwr gt 93 i< ad waar @ afew
IV XX wadwfr r gEAT

W § F qaen & e wigar g
f 75w o fagm § For7 o g wvm
T AT IR L FQ THTT HT AT
IS q g A A AL am R A A
Framiaany) AR @
o aefAngEs faare famr wan
iy wY7 A s avey ga7 afafa
# foo m & e sEedwdfwd
™ 97 ®1 AT Ty fw ooy W
1Me st 7 75 am A A A a
9 1 SrATE AT aw S weAr
99 e T Tt § Amg 1 A &
9 8 A Y 7 qO9E § WA A
@Y I f A @ T 6 W
IR o, 917 FT AFAE T Q4
TAF A19 & Ay g Wrl a7 gy
f& w7 o1 & @ gmra wrfaw
T 17 & Ay Avg Arfaw gaT
AL

Shri T. T. Krishnamachari: It
seems to be my good fortune, Madam,
that I am m a position to repeat what
I have said this morning, namely, my
gratitude to this House for the umi-
form support for this measure. All
the speakers have supported this
measure, and I am particularly grate-
ful to my friend who spoke last for
the generous support he gave. I think
what he mentioned 18 1mportant; ex~
clusion of election expenditure is
something which has to be noted
Even a man who 1s not spending any-
thing lhike Rs. 30,000 would perhaps
mcur a httle expenditure which will
take his total expenditure well abave
Rs. 30,000. I think a safeguard is
necessary and we have not thought
about it, This 1s where cumulative
thinking helps I am sure the Select
Committee wall take nto account what
Shr: Shree Narayan Das has said on
this matter.
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So far as funeral expenses and
marriage expenses are concerned, I
do not know if the Select Committee
would consider this matter. Probably
they will do s0. But, I do think in
our country we are spending quite a
Iot of money on marriages and fune-
rals. If by any chance the restric-
tions we put on expenditure will
help to eliminate the dowry system
amongst us, I think it would be a
great thing. But a person who spends
Rs. 40,000 on a marriage and gives a
dowry of Rs. 20,000 to a prospective
son-in-law may not mind paying
Rs. 5,000 or Rs. 6,000 to the Govern-
ment as tax. I do feel that my hon.
friend, Pandit Thakur Das Bhargava,
dislikes the old habits dying out.
Even a poor man today spends a lot
of money on marriages and funerals
and it will a great thing if it can be
stopped by putting a restriction on
expenditure. So, may be some good
might come out of this measure. Quite
apart from the fact that the rich
people would dislike it, the society
itself might favour this measure as
something which helps them to re-
form themselves.

In regard to the other points made,
I would like to say this. My hon.
friend, Shri Mukerjee, made a num-
ber of points. I am very grateful to
him for telling me that while he
would like to support me, he did not
feel equal to it. That is my misfor-
tune. Anyway, I think, some of the
suggestions that he made arise out
of the fact that he did not hear me
properly when I made the opening
speech.

He had mentioned about the limit-
ing of the amount of total income at
Rs. 60,000 ag mentioned in the proviso
to clause 3. It is a thing which, 1
said, should be given up. I also said
that the limit of overall expenditure
should be Rs. 30,000 plus an addition
of Rs. 5,000 for one dependent. His
complaint was that the rates of ex-
penditure-tax in the Bill were lower
than those suggested by Prof. Kaldor.
I think I owe an apology not only to
the House, and also to the public, but
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even to Prof. Kaldor, in regard to the
various measures that we have intro-
duced, I have not read the report.
But that would not be a correct state-
ment if I tell you what I am going
to say. I have discussed with him
the report. We had five or six meet~
ings and we discussed the whole
thing together. He did ask me to in-
dicate what I would like. I said, No,
you just write what you like. No
Government can give any undertak-
ing to any person who advises that
his advice will be accepted in its
entirety., He was working as an aca-
demician, of course, with some ex-
perience of our tax structure, with
one realisation which is very firmly
based, namely that this tax structure
was unsuited for an undeveloped
country like India. At any rate, even
in the country in which it was started
somewhere in 1803, it has ceased
to be useful. As he has said,
morality in England is supposed
to be high. I do not know it it is
a fact. But, even there, the bulk of
the people who are practically taxed
19 shillings 11 pence in the pound
still live very comfortably. Money
must be coming from somewhere.
That is the basis on which we start-
ed off. He did me the courtesy of
asking me to mention whether 1
would like certain points to be stres-
sed. I only told him, we should be
free to do what we liked, accept the
report or reject it or accept it in part
or not at all accept it. He wrote it
himselt in his own way. Therefore, I
cannot completely plead ignorance of
what he had in mind. But, the exact
form of the report, as I said, I confess
I have not read.

For one thing, it is good. Because,
if I had read that report, possibly, I
should feel guilty every time I de-
parted from that report. My con-
science is quite free. I can make
changes. Ultimately I do not think
any hon. Member who tells me that I
have departed from Prof. Kaldor's
recommendation will accept my plea
when 1 say, something has gone
wrong, Prof. Kaldor recommended it
and I put it. You will ask, what about
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your own intelligence, what about
your respansibility, you are not fit fo
be a Finance Minister, you cannot
judge for yourself. Therefore, with
all regpect to Prof. Kaldor who had
given a considerable  amount of
thought to our structure and had been
extremely helpful to us and to me
personally, I was not the Finance
Minister then; he did me the courtesy
of meeting me a number of times and
talking over this particular matter—
must say that I take the complete
responsibility for whatever proposal I
have put forward.

Hon. Members must also realise
that Prof. Kaldor felt that our taxes,
whether company tax or individul
income-tax or sur-tax should not
exceed 45 per cent. He suggest-
ed seven annas in a rTupee, I
am sure my capitalist friends
often tell me, you accept Prof.
Kaldor's report, why don’t you accept
this? It is easy to tell me that be-
cause I have accepted certain recom-
mendations, why not go the whole
hog. It will suit them. But, I can-
not. After all, we are altering the
tax structure to some extent. It is of
an experimental character. If the tax
yield is bigger, I promise I can make
certain changes in certain directions.
1 will give more and more reliet and
tighten up in certain directions, May
be, we may come to a time when,
as Shri H. N. Mukerjee said, our limit
may be Rs. 24,000. If we can say that
a normal, what we might call a lower

middle class family, spends Rs. 3,000
or 4,000, nobody should spend more
than Rs. 24,000. If they spend, they
must pay the tax, We may come
to that time. But, unluckily, that may
not happen in my time. As I have said,
we have to learn a lot about the way
in which this tax works. That is why
I do not think it is worth while making
it more rigorous.

The paint mentioned by Shri H. N.
BMukerjee was, why don’t you bring
it into operation this year. That is to
say, it should apply in regard to the
expenditure of last year, 1956-57. For
one thing, administratively it Is not
possible for me to carry it out. I do
not say 1 would like to miss the re-
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venue. Secondly, I think it is very
unfair: retrospective taxation unless
it be to correct an evil. If, as the
hon. Member mentioned, these gifts
are going to be of such a character
that the whole wealth-tax and expen-
diture~-tax and every other tax will
be defeated, we can come with a gifts
tax and it may apply to the period
when evasion is taking place, That
would be right because people are
trying to evade a particular t#x by
some other method of evasion. But,
normally, I think, springing a new
tax on people on their expenditure
last year, when there was no inten-
tion, no idea of an expenditure-tax,
is not right. Besides, even assuming
that it is easy, administratively, it is
impossible for me this year to deal
with the matter because of the pecu-
liarity of the situation that now
exists. The Finance Bill has not yet
been passed. I expect it to be passed
by the 31st of August. Even the old
assessment starts only then. Even
they have been held in abeyance,
except the collection at source under
the old rates. It is not possible to in-
troduce it either administravely or on
the basis of equity.

A general criticism was made about
the Income-tax administration as be-
ing ineffective against the richer tax-
payers. To some extent, I plead
guilty. I am one of those who have
never hidden the fact that a large
amount of tax is being evaded. I put
it fairly high. That is a point which
I had stressed even in my budget
speech. That is why I am trying to
favour the salariat from whose salary
I am collecting every pie of the tax
due. People who do not have a
salary, but get business income or
professional income evade taxes. They
often happen to be the richer section
of the society. It is in order to
avoid this evasion, to restrict it, to
contract it that we are trying these
various taxes, apart from the fact
that they have a deflnite sociological
objective also of levelling down
wealth. It has a multi-purpose
objective. We hope to improve the
position.
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The hon Member suggested deter-
rent punishments I also feel that the
present law as 1t stands is heawvily
loaded m favour of the evader. It 1s
loaded in favour of the evader It 1s
we have, 1 think, more than 500 writ
applications in*the Allahabad High
Court which are more than two years
old. The collection m UP 1s round
about Rs 5 crores and the arrears
are round about Rs 20 crores That
18 largely due to the fact of the pro-
tection that the law affords to a per-
son who does not respect the law I
do not want to single out UP for that
reason, because I said 1t 15 a low
collection area In a low collec-
tion area, there 18 a high rate
of arrears I do not say m UP every-
body 1s trying to cheat, but there are
people who are quick to take recourse
to 1t, and I think there are enough
lawyers to accept a writ petition for
which a tax of Rs 20 1s paid, and
probably the lawyer accepts Rs 20
The position 1s that we have to change
the law

Shr1 H N Mukerjee said why
don’t you come before us for a change
in the law? I may take him at his
word 1 think deterrent punishments
are necessary I saw i1n the papers
the other day of simple imprisonment
bemng given for a person who has
commifted a very serious offence
Well, I do not know why judges thmk
of that kind of thing People who
have committed serious offences must
have heavy deterrent punishment If
probably wc can get public opinion
to accept the position that a tax-
evader 1s a person who ought to be
the Government’s guest for some time
under conditions not very ideal, may
be that might probably take away 20
per cent of the evaders And this 1s
my hope that some time we should
come before the House asking for
powers

Shri Sonavane (Sholapur—Reserv-
ed—Sch Castes) The earlier the
better

Shri T. T, Krishnamachari: As
early as possible, subject to human
conmderations After all, T have got

17 JULY 1887

Ezpenditure Tax
Bill ¥

a termbly averworked machinery,
With the addition of these takes, we
do hope that over a period of three
or four years we shall be able to
substantially reduce evasion I am
not saymmg I will elimmate it alto-
gether

Another pomnt that my hon friend
Shr1 Mukerjee mentioned 18 some-
thing with which I completely agree,
namely higher emoluments to the n-
come-tax officers The only trouble
1s the other day mn *“The Hindu”
somebody had written a letter, and
he said that the expenditure on the
tax-collecting agency has been so
much m 1839, so much in 1946 and
so much today, while the taxes have
not increased proportionately, expen-
ses have gone up Yes It means we
are paymng more salaries to our
people, the cost of iving has gone up,
but I do fecl that particularly up to
about Rs 800 or even Rs 1,000 there
is justification for quicker promotions,
after that 1t 1s not necessary What
we do 1s that probably when a person
reaches Rs 1,000 he gets a quicker
promotion, but the difficult period 1s
when a person starts on Rs 350
Even for IAS the scale 1s Rs 350—
Rs 850—Rs 380—Rs 380 for four
years he has to remamn at Rs 380
As soon as he gets a job, he marnes
There are children Once he 1s posted
somewhere, he has to buy a car and
take a loan, and all kinds of difficul-
ties come In fact, I had mentioned
somewhere I am qute prepared to
allow, as far as possible, to the staff
who have powers of taxation, quar-
ters so that they will not be under an
obligation to the local landlord who
must come before them for purposes
of assessment Government should
provide quarters for these people I
am glad Shr1 Mukerjee agreed with
higher emolumeuts

Shri Dasappa (Bangalore): He was
thinking of the non-gazetted

Shri T, T. Krishnamachari: Higher
emoluments 1n the income-tax depart-
ment, I am not saymng only non-
gazetted I am speaking about gazet-
ted staff of the lower category s well
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who take the responsibility for assess-
ment,

Then I come to my friend Pandit
Thakur Das Bhargava 1 was not
here to listen to his speech Even if
I had been here I could not have un-
derstood as he spoke in Hindi One
point he mentioned which I will con~
cede namely that we should put 1n
an appropriate provision, similar to
section 83A of the Income-tax Act

He had suggested various other
changes Naturally all these will be
examined Of course, he deplores the
provision in regard to Hindu jomnt
families But my trouble 1s that the
Hindu joint family and efficient tax
collection do not go together, because
that 1s the biggest waste sluice that
we have Under the guise of the
‘Hindu joint family, many things have
been done I think it 1s an unfortu-
nate day for the tax administration
of this country when somebody de-
vised this 1dea of giving a benefit to
the Hindu jont family Of course,
1t 1s breaking down, 1t 1s non-existent,
it 18 going away, but it remans as a
corporate entity for purposes of taxa-
tion when 1t suits the assessee Some-
times 1t 1s very difficult to get out of
the clutches of the income-tax officer
He will not recognise you are no
longer a member of a Hindu joint
family, that also 1s very difficult So,
1 thmk 1t has 1ts benefits as well as
well as 1ts curses, but as a person in-
terested 1n the future well-being of
tax administration, I would say the
sooner the Hindu joint family goes
the better for this country

Pandi Thakur Das Bhargava' Out
of the category of those who are
assessed?

Shri T, T. Krishnamachari: I think
everybody, even a member of a Hindu
Jont family has an individual exis-
tence today Even in Malabar which
18 the stronghold of this jont famuly
system where the Tarwad is operating,
it now no longer exists The socio-
economic trouble there is that it has
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gone and there is nothing to replace
it, My friends from the Communist
Party from Malabar are all younger
sons who cannot be Karanavars, thas
is the trouble They do not have the
right of property, it 1s somebody else
who has the right of property and,
that 1s why they are all Communists
today

Dr Krishnaswam also said that we
must accept the system suggested by
Mr Kaldor I know Dr Knrishna-
swami has a partiality for professorial
advice when 1t suits him

Shri V. P Nayar (Quilon) And also
for the Kaldorian approach

Shri T. T. Krishnamachari. We have
all got a Kaldorian approach from one
point of view or another

He has told me that he has certdin
difficulbes To the extent of my
limited knowledge, I have promised
to 1indicate to him Government's
views on the subject I think we will
have an opportunity of hearing him
again 1n the Select Committee

My friend Shr:1 Sadhan Gupta and
I do not unfortunately agree 1n
regard to ultimate ends We agree 1n
regard to the path in winch we have
to proceed, but the ultimate ends are
dufferent That 1s so It 1s not un-
natural in a country like ours where
one system or other of Vedanta has
always determined our outlook m
life that Shri Sadhan Gupta should
think differently At the present
moment we want to be accepted as
persons who are endeavouring to
create a socialist society, but mn that
process I do not mean that we should
completely destroy whatever exists.
We believe in rebuilding, he beheves
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in destruction, and that is where the
difference comes, He has pointed out
certain difficulties, Some arise, as I
said, from the difference m outlook
in regerd to ends Some arise because
of misconceptions on his part, of not
understanding Government’s views
correctly, but others can be examined
and we can see if we can fit them 1n

Shri Bharucha suggested that we
should adopt the Kaldor method of
calculating expenditure I do not
know if Prof, Kaldor was so keen
that his arithmetic should have been
adopted After all, the method of tax
administration 1s a thing which has
to be left to the admimistration
Principles can be laid down by the
professor. Therefore, what he has
suggested may be all right from an
academic point of view But 1t would
not be possible

For instance, I can mention that
I hold certain i1deas in regard to land
tax I have been speaking about 1t
I have held these views for nearly
ten years I have worked on it also
I feel that if my advice 1s accepted by
the powers that be, 1t would produce
more revenue and cause less harass-
ment to the small land-owner or at
any rate, the man who has not got
any surplus to sell

But I find that many Ministers are
angry that I have said so Probably,
they fhink that the Union Finance
Minister might compel them to change
their land tax They probably do not
know that the Union Finance Mlnis-
ter has not got the power to do any
such thing and that the Union Finance
Mumistr mught also have some aca-
demic views. They are no more
than academic and my wviws have no
more validity than Mr. Kaldor's views
in this matter

1 have more or less completed my
tale, and I would again assure my
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hon, friends that if I have left out
anything from the mention that 1
have made of the various points made
by hon. Members, the Select Com-
mittee will take cognmisance of tREh.
In fact, 1t shall be our endeavour in
in the Central Board of Revenue's
Secretariat to put these in a form
which the Select Committee can
assimilate, so that they can accept
such ag they lke, examine such as
they like, or not examine such as
they do not lke.

Mr. Chairman: The question is:

“That the Bill to prowvide for
the levy of a tax on expenditure
be referred to a Select Committee,
consisting of—

Shr1 Asoke K Sen, Shn H C
Heda, Shr: Prafulla Chandra
Borooah, Shr1 R Jagannath Rao,
Shri Muhammed Khuda Buksh,
Shr1  Narendrabha: Nathwani,
Shr1 Shivram Rango Rane, Shn
Anand Chandra Josh;, Dr G S.
Melkote, Shr1 G 'S Musafir, Shn
G D Soman), Shnn Radheshyam
Ramkumar Morarka, Shr1 Feroze
Gandh), Shri G D Pande, Shn
Tribhuan Narayan Singh, Shn
R M Hajarnawis, Shi M R
Krishna, Shrimati Tarkeshwari
Sinha, Dr Ram Subhag Singh,
Shri1 Nem1 Chandra Kashiwal, Shri
Saif F B Tyabj, Shr1 Fatehsinh-
rao Pratapsinhrao Gaekwad, Shn
K Periaswam: Gounder, Shn B.
R Bhagat, Shr1 U Srinivasa Mal-
hiah, Shn N G Ranga,
T C N Menon, Shr1 Prabhat
Kar, Shr1 Bimal Comar Ghose,
Srinivasa Malliah, Shri N G.
Shr1 Laisram Achaw Singh,
Shrt R K Khadilkar, Shn M R.
Masani, H H Maharaja Shri
Karn: Singh)i of Bikaner, Dr A.
Krishnaswam and the Mover with
instructions to report by the 12th
August, 1957."

The motion was adopted.





