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LOK -SABHA
Saturday, 31st August, 1957

The Lok Sabha met at Eleven of the
Clock.

{Mr Speaker in the Chair]

BUSINESS OF THE HOUSE

The Minister of Parliamentary
Affalrs (Shri Satya Narayan Sinha):
With your permission, Sir, I rise to
announce the husiness for the week
commencing Monday, 2nd September.
The House is already aware that a
debate on the international situation
on a motion to be moved by the
Prime Minister has been put down on
the order paper for 2nd September

Bustness thereafter will consist of
the following items:—

1. Further consideration of the Ex-
penditure Tax Bill, as reported by the
Select Commattee

2 The Insurance (Amendment) Bill
3 The Legislative Councils Bill,

4 The
Bill

Inter-State  Corporations

5 The Dhoties {Additional Excise
Duty) Amendment Bill.

6 The Cotton Fabrics
Excise Duty) Bill

(Additional

7. The Minimum Wages (Amend-
ment) Bill, as passed by Rajya Sabha.

A two-hour discussion under Rule
1938 on the following subject given.
uotice of by Shri Feroze Gandhi and
Shri K. K. Warior is scheduled to be

11056
held on Thursday, 6th September from
4-30 p.m. to 6-30 p.m.:

‘“Prices paid for locomotives
manufactured by Tata Locomo-
tive Works".

PAPERS LAID ON THE TABLE

STATEMENTS SHOWING ACTION TAXEN
BY GOVERNMENT ON VARIOUS ASSUR-
ANCIS XTC.

The Minister of Parliamentary
Aflairs (Shri Satya Narayan Sinha):
Sir, I beg to lay on the Table the fol-
lowing statements showing the action
taken by the Government on various
assurances, promises and undertakings
given by Ministers during the various
sessions shown against each:—

(1} Supplementary Statement No.
I Second Session, 1957 of Second Lok
Sabha

[See Appendix IV, annexure No. 17}

(2) Supplementary Statement N;.
II First Session, 1957

[See Appendix IV, annexure No. 18]

(3) Supplementary Statement No.
IV Fifteenth Sesssion, 1957 of PFirst
IL.ock Sabha

[See Appendix IV, annexure No. 19]

—

BUSINESS OF THE HOUSE

Shri Bimal Ghose (Barrackpore):
8ir, 1 would like to draw your atten-
tion to the unsatisfactory manner in
which, owing to pressure of time we
conduct legislative business in this
House As you will have noticed, in
regard to the Wealth Tax Bill, discus-
sion on clause 8 onwards in the Second
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Reading stage and the Third Reading
was guillotined. In fact, with regard
to every Bill we have to work to a
very severely restricted time schedule
which has the effect of stifling
discussion and preventing care
and attention being bestowed upon
the passage of legislative business.

Theoretically, Government or the
hon. Minister of Parliamentary Affairs
who is responsible for arranging the
business before the House may score
a point over me, which I may readily
concede, but it will be a technical and
not a substantial point. For he might
say....

Mr. Speaker: What is the sugges-
tion of the hon. Member? Everybody
knows the pressure of work. What is
his suggestion?

Shri Bimal Ghose: In five minutes 1
will finish. I want to show how the
work....

Mr. Speaker: Every hon. Member
knows it; the other day guillotine was
applied; there is so much of pressure.

Shri Bimal Ghose: I want to show
.why this arises.

Mr. Speaker: I want to know his sug- -

gestion.

Shri Bimal Ghose: I will give the
suggestion also.

I say that the hon. Minister might
say that it is the Business Advisory
Committee and finally this House
which fix the time-limits for the diffe-
rent items of business, including legis-
lative business, and therefore it is not
he who is responsible. But that is
not really so. Because, the Business
Advisory Committee has a very unen-
viable task. It has to work under two

conditions given to it. The first is that’

the legislative business...'.

Mr. Speaker: There is so much of
work. How I understand it is this.
There is a certain volume of work
which has to be disposed of by Par-
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liament. Either it has to be done by
sitting for a longer number of days or
for a longer number of hours or by

* restricting the time. What are his

suggestions?

Shri Bimal Ghose: My - suggestions
are three. The point is....

Mr. Speaker: No preamble is ne-
cessary. We know everything about
this.

Shri Bimal Ghose: The Business
Advisory Commitee here is not like
the one in the House of Commons.

Mr. Speaker: Let us not break the
rule. I cannot change the rule. What
is the suggestion—to sit longer num-
ber of hours or longer number of
days?

Shri Bimal Ghose: There are three
suggestions. The first is, Government
bring in either less amount of legis-
lative business for a session, or at the
beginning of every session they say
what is the business before the House
and not bring any other thing throug-
out the session.

-~

Mr. Speaker: How is it possible?

Shri Bimal Ghose: Secondly, as is
the ordinary practice in the Com-
mons, we might adopt that, namely
that we utilise more committees for
the purpose of discussion of Bills ra-
ther than passing every Bill through
the House. If you really want dis-
cussion of the Bills and not pass hasty
legislation, for which we come in for
a lot of criticism......

Mr. Speaker: I am not going to allow
further discussion on this. Order,
order. He will kindly hear me. If
he has any suggestions that_the Rules
of Procedure have to be modified, I
can understand. Let him send a note.
But if it is only a question of saying
that instead of having three sessions
we shall work all through the year, it
is no good. The work of Government
has to be disposed of. Let us start with
an axiom. Either today or tomorrow
the work has to be done, during the
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duy or til midnight. There iz no good
accusing that so much work should
not be prought forward or that in the
beginning of the session the entire
businéss before the session ought to
be announced. It is not possible, which.
ever Government js in power. They
announce the business in the begin-
ning, and every week also I have ask-
ed them to announce the business for
the ensuing week.

As regards reference to committees,
it is a matter which has to be consi-
dered. I do not know how the House
will approve of it. We refer Bills to
Joint Select Committees and Select
Committees, and afterwards also we
have the same discussion here.

Therefore, we must sit longer num-
ber of days and longer number of
hours. If we have to sit beyond 5-30
I And there is s0 much of clamour and
people are not prepared to sit. They
get tired I do not know what the
Minister can de. We must get through
the work by sitting longer number
5>f hours or longer number of days
or hoth.

Shri Bimal Ghose: Why is it not
possible for them to say at the begin-
ning as to the business.. ..

Mr. Speaker: It is not possible. How
is it possible? They find there are
numerous things......

Shri Bimal Ghose: It is only for a
month or two that the House sits, and
before that the Government should
know 1ts business.

Shri Satya Narayan Sinha: Sir, the
hon. Member in the first instance is
not correct when he says that in each
segsion Government brings forward
too much legislative business. At any
rate, with regard to this Budget Ses-
sion, unusually the amount of business
has been very small.

Mr. Speaker: I am surprised at what
the hon. Minister says. If the Gov-
ernment has to get through some
business, what is the good of being
apologetic about it?

fShr{ Satya Narayaa Sinha: I am ex-
plaining that with regard to this par-
ticular session, unusually....

Mr. Speaker: Whatever overflows
from this session has to be done by
us in the next session.

Shri Satya Narayan Sinha: There
is some misunderstanding about the
working of the DBusiness Advisory
Committee. Perhaps my friend has
not been &8 Member of it.

Shrt Bimal Ghose: I have been a
Member.

Shri Satya Narayan Sinha: I am
surry he has forgotten what we used
to do there. The Committee allocates
times purely on merits. There is no
time-limit before the Committee, You
are aware, Sir, that though we have a
majority in the Committee, invaria-
bly 1 always accept the suggestions
made by the Members of the Opposi-
tion on the Business Advisory Com-
mittee

Shri B. S. Murthy (Kakinada-—Re-
served—Sch. Castes): All the deeci-
slons are unanimous.

Shri Satya Narayan Sinha: With re-
gard to this Wealth Tax Bill, this Bill
had been discussed in this House fully
before it was sent to the Select Com-
mittee. In the Select Committee for
days and days there was discussion
and perhaps our Finan¢te Minister was
fed up practically. The hon. Member
was perhaps a Member of that Select
Committee. Then it came up before
this House. You remember, Sir, Gov-
ernment had alintted four hours for
it. You said, and the Members of the
Opposition said there should be nine
hours. 1 readily agreed. Even after
discussing it for nine hours if the hon.
Member is not satisfied, well, I do not
know how his insatiable thirst ecan
be quenched. Some limitation some-
where we must have.

Shri A. K. Gopalan (Kasergod):
May I seek a clarification here? I
would like to know whether the ses-
sion will end at least on the 13th. Be-
cause, if it is announced just one dny
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earlier, there will be so0 many difficul-
ties. So, if there is a possibility of ex-
tending it by two or three days we
may be informed now or we may be
told that it will be over on the 13th.

Shri Satya Narayan Sinha: 1 said
that in no case will the session be ex-
tended beyond the 14th. I will be able
to say after a few days whether we
are sitting after the 13th, but in no
case beyond the 14th, Fourteenth is a
Saturday and if the Scheduled Castes
Commissionner’s Report for 1056 is
available, we might discuss it this ses-
sion. 1f that is done....

Shri A. K. Gopalan: Will we ad-
journ oA the 14th. Let him say that.
Let him not say if and all that, Let
him say deflnitely whether we will
rise on the 13th or we will sit on the
14th.

8hri B. 8. Murthy: The Scheduled
Caste Members have been asking for
two years for the report to be discus-
sed.

Shri Satya Narayan Sinha: If the
1858 report is available it is better. It
is no use discussing only the 1955 re-
port. Anyhow, beyond the 14th there
is no question of this session being
extended.

Shri Supakar (Sambalpur): There
is one thing which troubles me. 1In
the original time schedule as it was
contemplated it covered practically
the whole session up till the 13th and
after that the Expenditure Tax Bill
which was not included in the origi-
nal time table and several other Bills
which were not originally included in
the time table were alsc brought be-
fore the House. That covers not only
the 14th but a larger number of hours
which we have calculated on the basis
of sitting up to 5-30, 54 hours at the
present rate.

Mr. Bpeaker: In any case, we do not
sit beyond the 14th.

Shri Supakar: In that case, I want
to know which of the Bills are going
to be drepped.
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Mr. Speaker: So far as the Daxt
week is concerned, the hon. Minister
has announced what the work will
be, Thereafter he will announce for
the next week and s0 on. Hon, Mem-
bers will be given notice a week in
advance.

Shri B. K, Galkwad (Nasik): The
hon. Minister has said that if the Re-
port of the Scheduled Castes Com-
missioner’s is available that wili be
consideration. To my
knowledge the report which has been
published and which is put for con-
sideration by Parliament is for 1855-58.

Shri B. 8. Murthy: The report has
been held up; the discussion has been
held up for your coming in.

Mr. Bpeaker: I think it is 1855-36.
Why was this suggestion made that if
1t is available it will be discussed? Is
it not available already?

Shri Supakar: 1955 report is availa-
ble.

Shrl Satya Narayan Sinha: There is
no information if we have received
the 1956 report..

Shri Feroze Gandhi (Rai Bareli):
You will remember, Sir, that in the
last session of the last Parliament the
Backward Classes Commission Report
was similarly treated and we hardly
got half a day to discuss the entire
report. These reports, especially with
regard to the Scheduled Castes and
Backward Classes should be treated
with some importance. Importance
should be given to the reports and we
must have a full opportunity of discus-
sing them. As the hon. Minister said,
if it is going to be discussed, it will
be discussed on the last day, the 14th
of September, when all of us will be
totally and completely exhausiad.

1 would suggest that it should be
advanced to the next session rather
than have half a day or one day for
discussing it in this House, this ses-
gion.
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Shri Satya Narayan Sinka: 1 shall
gladly accept the suggeation.

Mz, Speaker: 1 have made up my
mind that every year we must bave
a discussion here on the Backward
Classes and Scheduled Castes Report,
and hon. Members should be given an
opportunity. It is for the hon. Mem-
bers and the hon. Minister to decide
as to when we shall have it. If it can
be had on the 14th, the whole day
may be allotted for it

Shri Siva Raj (Chingleput—Reserv-
ed—Sch. Castes): Ten hours have
been allotted for it.

Mr. Speaker: It will be held as
early as possible. If the hon. Mem-
bers are willing it may be taken in
the next session. 1f we can, we will
allow more than a day for both the
reports.

Shri Satya Narayan Sinha: Infor-
mally the Business Advisory Com-
mittee has allocated 10 hours for that.
We have not brought it now because
the time is not available.

Shri Feroze Gandhi: But, where 1s
the report?

Shri Satya Narayan Sinha: If the
report is available, then, we will give
10 hours.

Shri B. S. Murthy: In the meeting
previous to the one held yesterday,
10 hours were allotted so that the 1956
report, if 1t 1s available, may also be
discussed. Now that the report for
19568 iz not available and discussion
of the 1955 reportisonly a post mor-
tem affair. Therefore, both the re-
ports of 1955 and 19356 must be made
available to the Members and then
two days may be allotted. 1f it is not
available this session, it may be dis-
cussed in the next session but it
should be in the beginning of the ses-
sion.

Shri Satya Narayan Sinha: We will
do that.

Mr. Speaker: We are going on for
nearly half an hour with this; even
the question hour ig not there.

Busineas Advisory 11064
Committes
Shri Shankaratya (Mysore): The

business for the next week has besn
announced. With regard to Planning
a discussion was to take place, 1
want to know when it will be faksn
up so that we may prepare oursslves.

Mr. Speaker: For one wesk ¢he
work has been anounced Wiy
should the hon. Member ignore this
and go to the next week?

Shri Satya Narasyas Sinha: Before
the House rises, we must discuss this
Planning.

BUSINESS ADVISORY COMMITTRE

EIGHTH RxporT

The Minister of
Affairs (Shrli Satya Narayan Siaba):
Sir, T beg to move:

“That this House agrees with
the Eighth Report of Business
Advisory Committee presented to
the House on the 30th August, 1987.”

Shri Sadhan Gupta (Calcutta—
East): Regarding the Report of the
Business Advisory Committee, I find
that the time allotted for two ‘No-
Date-Yet-Mentioned' motions on the
working of the Life Insurance Cor-
poration is only one hour. The
difficulty 1s

Mr. Speaker: Is it one hour for both
of them?

Shri Sadhan Gupta: Two mouou‘
have been given on the identical mat-
ter, and the motions have been allot-
ted one hour,

The affairs of the Life Insuranoe
Corporstion are rather important and
the discussion for one hour prectical.
ly reduces it to & farce since I knew



11065 Bn::r:;: Adt;iom

[Shri Sadhan Gupta]

that it will be very difficult to cover
the whole affair by one speaker in the
course of half an hour. Under these
circumstances, practically no useful
contribution can be mades,

1f we are hard pregsed this session
we might have it next session. But,
ane hour is absolutely inadequate for
this purpose, The difficulty arises
from the fact that the Business Advi-
sory Committee, unlike the Commit-
tee on Private Members’ Bills and
Resolutions, does not invite the spon-
sors of the motion to ascertain from
them the time that is likely to be
taken and other aspects of the mat-
er, So, I would suggest that the time
for discussion of that item should be
increased to 3 hours or 2§ hours at
least.

Shri Feroze Gandhi (Rai Bareli): I
would like to point out that 2 hours
have been allotted for discussing the
Tata Locomotives and the Railway
Board Agreement and the Tarif Com-
mission Report. This is a very impor-
tant discussion and ]I would very se-
riously suggest’ that when the House
discusses this, the Press should be
excluded and we should be allowed
to have a free discussion on that sub-
ject.

Mpr. Spesker: Locomotives?

Shri Feroze Gandhi: Yes, Sir; it is
a very delicate subject.

Mr. Speaker: Two hours have been
allotted.

Shri Feroze Gandhl: Two hours
have been allotted; but my point is
that in order to allow a discussion on
this matter freely, the Press should
. be excluded from reporting that de-
bate. It should be more or less what
is oalled a secret session.

Mr. Speaker: We have never done
30 even with respect to important mat-
ters. Hon. Members wil make hold
to say what they want to say.

Several Hon, Members ppgs—
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Mr. Speaker: How long are we %0
go on with suggestions?

Shri Mahanty (Dhenkanal): There
is a slight mistake in the Report of the
Business Advisory Committee, a copy
of which was circulated to me this
morning. That relates to the list of
Members who participated in the de-
lLiberations of the Committee. Shri
Dwivedi, whose name apears as’' &
Member who was present in the Bu-
siness Advisory Comuinittee was not
there.

I suggest that this report may be
accepted by the House after this inac-
curacy is corrected.

Mr. Speaker: The report may be
adopted by the House without Shri
Dwivedy's name.

Shri Mahanty: What I am suggest-
Ing 1s, there is an inaccuracy and it
is better that it is removed.

Mr. Speaker: We need not put it to
the House. 1 will score out the name,
and put the motion to the House, The
question 1s:

“That this House agrees with
the Eighth Report of Business
Advisory Committees presented to
the House on the 30th August,
1957",

The motion was adopted.

——

RAILWAY PASSENGER FARES
BILL-—contd.

Mr. Speaker: The House will now
resume further discussion on the
Raillway Passenger Fares Bill, 1957.
The hon. Minister will reply to the
debate. After the reply, the House
will take up clause-by-clause consi-
deration and then the third reading
of the Bill, for which one hour has
been allotted.

The Minister of Finance (Shri T. 7T.
Krishnamachari): I have carefully
heard what hon. Members said on this
question. The remarks made by hon.

Members in regard to this Bill fa2i
into three categaries.
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The first one arises out of an objec-
tion that some hon. Members have in
regard to the taking away of what
they cunsider to be an income which
ought to accrue ¢o the railways and
apportioning it to the States. The plea
is that the railways need more money
for development and, therefore, if
there is any increase in the passenger
rates, it should go to the railways’
resources for purposes of railway de-
velopment, Follbwing from that argu-
ment some hon. Members feel that it
ia not our responsibility, it is not our
duty, to enact this measure which, in
substance, is intended to benefit the
revenues of the States. I think Mr.
B. C. Ghose dwelt at length on this
particular point. He says that while
it 1s @ good thing that the Central
Finance Minister should go to the as-
sistance of the States, we can go to
the assistance of the States only when
we are fully satisfied that the States
have reasonably carried out their part
of the work. He says that so, far as
the second Plan is concerned, the
States have not done it. He says, if
you look into their budgets, you will
find that they go on increasing their
non-developmental and administra.
tive expenditure, at the\same tiume,
they would not raise fthe revenues
which they had agreed to raise. There-
fore, he feels that 1t is improper on
the part of the Central Government
to bring forward a measure of this
nature avowedly intended for the
benefit of the States.

He also goes on to suggest that, if
I am going to be so liberal in regard
to the States, where am | going to get
the money for Central development?
Actually, if this money cannot be rais-
ed by way of taxes, the alternative
should be by raising the fares and
allowing it to go to the railway fund.
The argument that we should not de-
prive the railways of this source of
revenue and secondly the argument
that the States are not entitled in the
present circumstances to any relief,
do not appeal to me.

One thing is I am not quite sure if
reasonable funds for railway develop-

31 AUGUST 1887

Possenger Fores Bill 331068

ment could not be found. I think it
could be found and it is being found.
What stands in the way of develap-
ment so far as railways are concernr
ed happen to be other factors. Of
course, the personnel factor is * vary
important. But more important is the
foreign exchange factor. If we could
not proceed as far as we want in re-
gard to the development of the rail-’
ways, it is largely because that deve-
lopment of the railways would mean
a very large amount of foreign e=x-
thange expenditure, which we are
not, at the present moment, in & posi-
tion to undertake.

1 do not think that the argument
that we are depriving the railways of
legitimate revenues is a correct one.
In fact, even though the railway re-
venues are treated separately, even
though there is a separate rallway
budget, the Government as a whole
have committed themselves to provide
funds for the railways. (Interruption).

Mr, Speaker: Let hon. Members hold
themselves in patience. If any quas-
tions are to be asked, I will allow
them at the end.

Shri T. T. Krishnamachari: The pre-
sent amount for the Plan, which is of
the order of about Rs. 1,160 crores—
may be there may be & small increase
here and there—is an expenditure
which I am committed to, The only
difficulty, as I said, is in relation to
foreign expenditure. If I find that
could not be met, may be that there
has to be some cut somewhere. Other-
wise, I have undertaken the responsi-
bility of finding the money for the
railways. I have not told my collea-
gue, the Railway Minister, “You have
got to find it yourself”. Of course, he
has to help to the extent posaible.
That is why he has raised the rate on
freights., Therefore, the point that I
am depriving the railways of the pos-
sibilty of their development is not
correct.

With regard to the other question
about the States, I am sorry 1 am not
in a position to present a picture of
the States’ budgets now. So far =
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thus year, 1957-58, is concerned, out of
a total Plan expenditure of Ras. 960
crores, the State expenditure would
be of the order—inciuding centrally
administered areas—of Rs. 487 crores,
out which we have to find for them
Rs. 280 crores. The difficulty in re-
gard to the State budget comes in re-
gard the balance of Rs. 180 crores,
which they have to find. We find
there are deficits in various provinces.
It is thiz aspect of the matter that is
now engaging the attention of the
Planning Commission. The members
of the Planning Commission are un-
dertaking personal tours. The Deputy
Chairman is going to three States; the
Member, Industry, is going t¢ two
States; my colleague, the Planning
Minister, is visiting two States and so
on, in order to reconcile this difficult
position, which leaves a big gap which
might inevitably afect the Plan, so
far as 18537-38 is concerned. So, my
triend, Mr. Ghose, musf’ understand
that 1 am already committed to giving
them Rs. 280 crores by way of grants
and loans. I have to find the resour-
ces for them if the Plan should go on.
After all, to a large extent, the Plan
means amount of money spent in the
States and not in the centrally admi-
nistered areas or in Delhi or in those
factories or units that we own.

I have to find the resources in any
event, We tried various adjustments.
The States could not arise any market
loans, except one or two. So, we had
to try a variation of our national sav-
ings scheme that could have a larger
element of interest in it and also ask
them to see if they cannet split up the
increase in various sreas, according
to the schemes they have in particular
reglons in the States. Hon. Members
have repeatedly asked this question,
when is this question of integration of
the sales-tax and the excise duties in
regard to some commodities is com-
ing. Apart from the fact that it might
save a little trouble for the dealers,
the idea is to augment the States’ re-
sources, because we now find that in
regard to many of these commodities,
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there iz a large-scale evasiom in the
sales-tax revenue,

If it is integrated with excise, we
will be collecting it without much
1~-- It i; the iatention that any ad-
dition that would be put on excige
duties would, perhaps, increase the
resources available to the States
without adding to the burden on the
consumer. Various attempts are be-
ing made in order to augment the
States’ resources. It is true, as Shri
Bimal Ghose has indicated, that in re-
gard to Rs. 450 crores of taxation, Rs.
225 crores should come from the
States and the taxation that has go
far been undertaken by the States
would not amount to more than Rs.
100 crores or brobably a little less.
There is a gap even in regard to the
States revenues, That is largely be-
cause of the fact that they find them-
selves in a position that they cannot
raise this additional taxation. They
cannot raise the tax on land which we
asked them to. They cannot raise any
betterment revenues because people
are not taking advantage of the con-
ditions provided for the purpose of
improving agriculture.

The net position 18, either we get
the States to go ahead with the Plan
and help them or we say, the Plan
need not go through, a proposition
with which no Member will agree. 1
think no responsible Member in any
section of the House will agree with
that. Therefore the obligation falls
on us to find resources for the Btates
also and finding resources for the
States is something paramount apart
from the constitutional obligation laid
on us by article 267 Therefore, 1
would humbly submit that Shri Bimal
Ghose, notwithstanding the fact that
he has very gcod reasons for taking
up an attitude of that nature, would
not be justified In persisting in that
attitude and refusing the States such
resources as we could conceivably
raise for them,

The other argument was that this
tax would add to the burden, Of
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course, it would, How can I say even
to convince my hon. friend S8hri Sad-
han Gupta that it would not add to the
burden? It will. The only trouble is,
the burden is extremely selective. A
person must determine to travel and
travel invariably long. distances be-
fore he attracts the penalty of this
tax. Of course, there iz no use say-
ing, “you give concessions to the weal-
thy, you give concessions to somebody
else, why do you bring this tax?” This
is not right because I do maintain that
in spite of the fact that I would like
to raise the maximum revenues from
the sectors which are capable of pay-
ing, I would not like to inhabit their
capacity to continuously pay. My hon.
friend Shri Sadhan Gupta says, “Choke
off these people.” If 1 choke off these
people, the income would not come
until such time 1 get alternatives to
generate income or at least 10 per
cent of the population to pay direct
taxes and their incomes are such. It is
much better in my view to get out of
370 milion people about 30 million
people to pay income-tax on incomes
of Rs. 10,000 a year, rather than to
have a few lakhs of people paying
income-tax on lakhs of rupees. We
would like that much better., Taxa-
tion will be more even. We will know
how to collect 1t Many of them will
be, undoubtedly, people with fixed in-
comes and collection will be easy. That
is a culmination which cannot hap-
pen in five or ten years. It may be
later on. I wcould like also the tax
to be Jjow. I would like an income-
tax of 20 per cent with a large cove-

ge of the population who are earn-
tng reasonable incomes. Today you
say, I have neglected this source. I
have not.

In fact, I do not think even Shri
Sadhan Gupta, if he forgets for the
time being that he is in the opposite
side and I am here, would convict me
of being unduly partial. May be, in
an instance or so, he may say I am
weal.x. I probably admit it. But, he
cannot say I have been unduly par-
tial. All that one has to do is to look
into the papers. It gives me no plea-
sure to be a notorious person,
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An Hon. Member: You are fameus.

Shri T. T. Erishnamachari: 1 sm
mentioning it only incidentally; not
that 1 am worried about it, nor that it
matters. Here we are to do & job and
a duty. But, the fact remains that
today you cannot accuse this Govern-
ment of being partial to any section.
I# any leniency is shown, it has & pur-
pose behind it, a purpose which in the
long run will serve better than serve
us 111. I would like to tell Shri
Sadhan Gupta that politically he may
be against this tax which I understand
and appreciate. But, on the basis of
facts, I do not think he can say that
this tax is bad and that I should not
give the States the reliet that we
should give.

Some hon. Members asked “is it
going to give Rs. 30 or 40 crores.” I
thunk I did mention at the time that I
introduced the Budget that I expect
that in a full year, the tax would
give Rs. 14 crores. It may be a little
less because we have given some con-
cessions. The concessions will take
away Rs. 60 lakhs and we get Rs. 13§
crores. Or there may be a little more
inhcome and we may get Rs. 14 crores
because the Railways anticipate in-
creased income every year. It is some-
thing very substantial so far as the
States are concerned. That is exactly
why we are very keen that we ghould
do our little bit in order to help the
resources of the States.

I do not know what the Finance
Commission will do. I can tell the
House that so far as I am concerned,
1t gi1ves; me no pleasure to go on doling
to the States Rs. 280 crbres this year
and more next year perhaps by way
of grants and loans and stand in the
way of certain of our revenues mnot
being allocated to the States. Any-
thing that is reasonably done by the
Finance Commission, we will accept
in spite of the fact that it would mean
slraightaway a substractien from the
revenues of the Centre, because, to-
day, with the Plan before us, there is
not merely a moral but a bigger ob-
ligation on the Centre to see that the
States find funds and we have to help
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them to the ‘maximum possible extent.
That, 1 think, takes away the other
types of ohjection to this Bill

There is one other objection that
was raised. I would like to tell hon.
Members who have spoken about
higher charges in regard to certain
hill aremss, it was my friend S8hri
Tyagi who mentioned this to me ear-
lier. He said. the taxes are four-fold,
are you going to add to these taxes
by means of this additional impost?
I approached my colleague and told
him that I think there is a very justi-
fiable reason why any addition to their
burden should not be made. My col-
league was good enough to tell me
that he would reduce these rates
round about 20 or 25 per cent. That
would substantially take away any
burden that this tax will throw. Pro-
bably, in some cases, it will not throw
that burden because certain distances
are eliminated. In any event, that
concession will probably make the
rates a little lower than what they are
today. So tir as the question of fur-
ther diminution in the rates is con-
cerned, I hope hon. Members will
appreciate the point of view tnat they
should not ask me to reply. My col-
league should give the answer which-
ever way it is. I, therefore, suggest
to them that they should raise the
point at the appropriate time with my
colleague. So far as the application
of this tax to those areas are concern-
ed, I think my colleague's assurance
must be adequate to those hon. Mem-
bers who felt that this will cast an
additional burden on people who are
already bearing a heavy burden. I
think I can certainly say that my col-
league would carry out the assurance
and that there will. be no difficulty
about it.

That, 1 think, more or legs brings
me to the end of the whole lot of ob-
jections that have been raised against
this measure. I would once again re-
peat that this measure has been in-
tended to raise revenues for * the
States and the impost is reasomably
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smzell. Shri N. R. Munisamy said that
there is over-crowding and as a re-
sult of this, there would not be over-
crowding, and 80 we won't get aay
revenue. He did not question that
the possibility of their being over-
crowding may be benenciai; he said,
from revenue considerations, it would
not come. I do not think it will affect”
us to that extent. It is undoubtedly
true that the pressure on railways is
increasing and is going to increase.
Whatever we may say about the Plan,
what it has not done, it has in certain
sectors created additional purchasing
power. Railway travel is going to be
on the increase and our present
trouble is how to find the additional
rolling stock for serving this increased
traffic and to help remove the bottle-
necks which are inherent in the sys-
temn. It takes umes 10 remove 1t. But
notwithstanding all that, I feel that
the burden 1s very small. It i1s a burden
which will go to the States where the
railway users really live, and it will
also go to help the States in imple-
menting their plans with somewhat
greater ease than they would be able
to do without this type of assistance.

Shri Bimal Ghose (Barrackpore):
In order that there may not be any
encroachment on railway finances, I
would like to know whether the Fi-
nance Minister would agree that to
the extent that revenues will be rais-
ed by this tax and to the extent that
it would cut into the railway reveg-
ues he will not charge 4 per cent. on
the railways for the loans that they
may have taken from the Central Gov-
ernment.

Shri T. T. Krishnamacharl: The
position is rather difficult for me to
understand. Of course, for purposes
of budgeting we have a separate ac-
count, but I cannot understand the
distinctive personality of the rail-
ways. 1 am afraid they are ' part
and parcel of the entire Cabinet,
and my hon. friend, the Rail-
way Minister, is as much interest-
ed in the financial stability of the
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country as I am interested in the
railways.

Mr. Speaker: So far as this matter
is conoerned, 1 think Shri Naushir
Bharucha raised a point as to whether
there could be separate budgets what-
ever might have been the convention
during the previcus regime 1 said
that under the rules there was noth-
ing preventing it. All the same, T am
considering how far a separate status
ought to be given so far as this matter
is concerned, though it may be right
or necessary to discuss that matter se-
parately, whether you should treat it
separately, as we are not treating the
post office separately. This 1s a matter
which has to be considered.

Shri T. B. Vittal Rao (Khammam):
Annually we pay a dividend to the
general revenues. The question is
whether a moratorium may not be
declared for & certain number of
years.

Shri Bimal Gheose: You yourself
were the Chairman of that Committee.

Mr. Speaker: Yes. I was Chairman
and that question arose there. If we
mux it, there is no guestion of mora-
torium. All the property belongs to
the general fund. That is exactly
what the hon. Miruster said, What is
the meaning of having it separately
as postcard or telegraph charges. They
all go 1nto the consolidated fund. When
the foreigners were 1n charge, we
wanted to do it differently and then
had a convention. Whether in the
altered circumstances, the canvention
1s necessary or nof, whether consti-
tutional or not, was & point raised the
other day by Shri Naushir Bharucha.
So far as the budget is concerned, it
can be presented in various forms. As
to the question whether hereafter a
separate allocation is constitutional
or not, I am going to look into it. He
has raised both. The post office is as
much a commercial concern as the
railway services, Then it creates this
idea that if it is a separate child, he
should be treated as an adopted child.
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That is what happens. Let us examina
that matter. I would also like that
the hon. Minister may examine this
matter, how far the convention will
be right under the altered circums-
tances.

Shri Dasappa (Bangalore): The In-.
dian States had their railway system,
but they formed part of the general
budget.

Mr. Speaker: The post office is there,
it is part and parcel of the general
fund. Nobody gets up and says that
the post office funds must be kept se-
parately for the postmen, and then
on that basis the railways for the
railwaymen. There seem to be se-
parate vested -interests created in this.

1 shall now put the motion for cir-
culation to the vote of the Houss.

The question is:

“That the Bill be circulated for
the purpose of eliciting opinion
thereon by the 10th November,
1957 ™

The motion was negaetived.

Mr. Speaker: The question is:

“That the Bill to provide for the
levy of a tax on railway fares,
may be taken into consideration.”

The motion was adopted.

Clause 2— Definitions)

Shri Nathwanl (Sorath): I beg to
move:

Page 1, line 8—

after ‘“‘group of passengers” insert
*in respect of his or their carriage.”

Sub-clause {a) defines ‘fare’ as the
total amount of all charges of what-
ever nature payable by a passenger
or group of passengers. Here I want
to add the words “in respect of his
or their carriage.” Unless these words -
are added, the definition of ‘fare’, as
it stands, would include the rate pay-
able by passengers in respect of extra
luggage or anything else they may be
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carrying. And under clause 3, it Is
obligatory on the Railway Adminis-
tration to collect such fare. Obviously,
it is not the intention that tax should
be levied on such extra rate in rea-
pect of luggege or other things My
amendment seeks to make this posi-
tion clear. 1 hope the Minister would
consider and accept it

Shri T. T. Krishnamachari: I have
no strong views on the subject, except
that this is extra luggage fare. The
free luggage that is allowed is an in-
tegral part of the fare, and if there is
extra luggage, there is no addition.
But I do not think it matters wvery
much from the revenue point of view.
I am quite prepared to accept it.

Mr. Speaker: I shall now put
amendment No. 46 to the vote of the
House. The question is:

Page 1, line §,—

after “group of passengers” insert ‘in
respect of his or their carriage.”
The motion was adopted.
Mr, Speaker: The question is:
“That clause 2, as amended,
stand part of the Bill.”

The motion was adopted,
Clause 2, as amended, was added to
the Bill.

Clause 3—(Levy of tar on passenger
fares)

Shrl Tyagi (Dehra Dun): I beg to
move:"
Page 2—
after line 14, add:
“Provided that no such tax
shall be levied on fares which

have been calculated on the basis
of an inflated mileage.”

Shri Morarka (Jhunjhunu): I beg
to move:

Page 2—

after line 8, add:

“Provided however that where
fares are charged on inflated
mileage pasis, the tax shall be
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levied and collected on only that
portion of the fare as reiated to
actual mileage.”

Shri Bhakt Darshan (Garhwsl): 1
beg to move:

Page 2, line 8—

after “India” insert “excepting
portions of the railways lying in
hilly and semi-hilly areas.”

Shri Tyagi: Does this mean that I
have lost my chance to argue my
amendment?

Mr. Speaker: The hon. Member
talks as if he is quite new to the
House. He will kindly resume his
seat He has forgotten the rules. If
I allow him to speak immediately
after he moves his amendment, he
won't have another chance to speak
on other amendments to the same
clause. I signify to the House
what all amendments are moved
and then both on the clause and
the amendments, every hon., Mem-
ber will have a chance to speak,
not only to =&argue his own
amendment but also to oppose or sup-
port other amendments. That is how
we are getting on to avoid wasting
time. He will certainly have his
chance to speak

Shri Mohamed Imam (Chitaldrug):
1 want to move my amendment No.
48, which is as follows:

Page 2—

after line 14, add;

“{3) The tax thus collected and
allotted to the States shzll be con-
stituted into a separate fund called
‘The New Railway Lines Con-
struction Fund’ and shall be ear-
marked for the construction of
new ratlway lines only in the res-
pective States.”

Shri Balasaheb Patll (Miraj): 1
want t{¢ move my amendment No. 20.

Shri T. T. Krishnamachari: I do not
think that amendment No: 48 can be
moved.

Mr, Speaker: Very well, I will look
into its admissibility,
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Shri Yadav (Barabanki}: I want to
move amendment No, 10.

Shrl Fatesinh Ghodasar (Kaira): I
want {0 move amendment No, 9.

Mr. Speaker: So, the amendments
which hon. Members would like t¢
move to this clause are 9, 10, 20, 21,
22, 47 and 48 So far as No. 48 is con-
cerned, I will find out whether it is
in order and declare it immediately.

Bhri Balasaheb Patil: I beg to
move:

Page 2, line §5—

after ‘“collected” 1nsert *for a
period not exceeding three years.”

Shri Fatesinh Ghodasar: I heg to
move:

Page 2, line 5—

after ‘“collected” wnsert ‘“for a
period not exceeding four years”.

Shri Tyagl: Mr. Speaker, Sir, while
moving my amendments I must thank
the Finance Minister for very kindly
expressing sympathy with the poorest
in the land, thase residing in the hill
tracts I have put the case of these
people in the hills once previously be-
fore this House., There are not pro-
per facilities of communication pro-
vided by the State Their only crop
on which is based all their living is
potato and ginger. Generally, in re-
mote Xills potatoes are sold at the rate
of Rs. 2 a maund, and when it goes to
Simla. as I said last time, the hire
charges per pack animal comes to Rs
8 a maund Out of the Rs. 8 which a
man receives in the Simla market
only Rs 2 go to him and Rs 6 go to
the mules or other pack animals,
Again, their fruits, potatoes and ginger
are sent to the plains to find a good
market by the Simla-Kalka line. The
charges there are four times the nor-
mal charges made elsewhere in the
plains. Same is the case with traffic.

A man in the hills does not tour
very much. He lives in the remote
hills He has not got any big busi-
uess connections. Unless it is a case
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of & marriage or some case he does
not take to travel. But, at the samae
time, you will be surprised to know
that on the Simla-Kalka line a third-
class passenger has to pay four times
the fare than an ordinary third-class
passenger in the plains.  Therefors,
he already pays four times. I put that
question to the Railway Minister too,
and he was kind enough to reconsi-
der the case. He was pleased to ans-
wer a Short Notice Question, in which
he has made certain reductions. The
reductions are like this. On the Kalka-
Simla line it is four times the charge
made on fares and freights. He has
reduced it to three times. Even now
the poor men on the hills have to pay
three times the fare of a third-class
journey

Now, S8hri T. T Krishnamachari
cormes out with a tax on fares. This
tax also will be calculated on the
basis of what he pays. He already
pays three times and the tax will be
three times. So, a man hving in the
hills will pay three times the tax,
whereas other passengers in the plains
will pay only one time 1If a man In
the plains pays Re 1 as tax a man in
the hills will pay Rs 3 on account of
the proposed tax.

It does not end here There is one
line known as Matheran. There it is
¢ times and 12 times The goods
traffic is charged at the rate of 12
times I am glad that there is no tax
on goods traffic yet.

Shri T. B. Vittal Rao: They are
already paying 12 times

Shri Tyagi: It there is a tax com-
ing then the people here will have to
pay 12 times the tax.

On the line which falls 1n my cons-
titutency it was only 1§ times. 1 am
glad the Railway Minister has heen
pleased to say that he will take away
the extra half and it will be normal.
1 am very grateful to him for that.
So, my consituency will not have any
adverse effect even with this taxation
measute
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(Shri Tyagi)

But I want to champion the cause
of the hill tracts all over India, where-
ver there are higher taxes. My friand
the Finance Minister has said that
after the reductions which the Ralil.
way Minister has very recently been
pleased to announce, his tax will not
go beyond what the hill people were
accustomed to pay. That is very good
indeed. 1 am glad that he has infiu-
enced the Railway Minister to effect
these reductions. But, what for? Only
to take it away. What is given with
one hand is taken away by the other
hand. His friend holding one port-
folio becomes magnanimous and he
says, all right, now the charges will
not be so much,

Shri T. T. Krishnamachari: The pro-
vocation for it is because of my mov-
ing in the matter.

Shrt Tyagl: Because you were going
to tax, he has given you the facility
of taxing. In fact, the tax-payer is
not in the least benefited. So, his ge-
nerosity goes to the Finance Minister.
The colleagues are generous to each
other; they are not generous to the
people whose cause I am putting forth.

Now, will the Finance  Minister
kindly see that justice is done?
It was in the British days that every
line was allowed on a contract basis,
because companies were working
these railways These companies
arrived at some terms of contract
with the British Government. There
were different terms for different
companies. Naturally, these hill tract
railway lines cost them a lot and,
therefore, they wanted higher rates
and they were sanctioned. But it is
years now. The higher costs have been
realiped. Since uniformity has been
effected and averaging of rateg has
been done practically all over India,
I do not think it will look well for this
august-House, guardian of the whole
country, still to allow those poor people
in hills to just -go on paying higher
rates of fares.
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Mr. Speaker: That is an argument
for reducing the farces, but not getting
out of these taxes.

Shri T. B. Vittal Rao: They are al-
ready paying higher rates.

Shii Tyagl: Tax will be realised
on whatever,K they are paying. Since
they are paying three or four times
the normal fare they will have to pay
tax three or four tines more. Con-
stitutionally also a tax cannot make
an invidious distinction. It can make
in the case of income tax, because
there persons who have got Dbetter
capacily to pay are taxed more, but
in the case of passengers it is not so.
Everybody has to pay at a uniform
rate all over India, except these un-
fortunate people whc are required to
pay higher fares to the Railways. Be-
cause they are penalised once they
must be penalised always, that is no
logic

I would therefore, urge upon the
Finance Ministel, when he has been
generous enough to look into this gues-
t:on to exther request his colleague the
Railway Minmster to do away with the
extra charges made from these poor
people or, so long as that is not done,
he may just add a proviso here that
so long as the rates of fares are not
uniform he will not take any extra
tax from these people who are already
paying a higher rate of fares.

Mr. Speaker: For the third reading
and clause-by-clause consideration one
hour has been allotted ‘There are a
number of amendments to this clause
and, particularly, the Schedule. 1
would request hon. Members to bear
this in mind.

Shri T. B, Vittal Rao: Sir, regarding
this inflated mileage, while I support
my hon. friend Shri Tyagi’s amend-
ment 1 have to say a few words. He
has talked only.about the hill railways,
There is yet another kind of railway
lines called developmental tracts.
Where a new railway line is opened
there also the passenger fares will be
calculated at an inflated mileage rate,



the normal tax. Therefore, if this in-
flated mileage is done away with, it
will benefit, give a little relief to the
hill people who are in the hills and also
people in areas where new railway
lines are opened and where the rail-
ways charge inflated mileage.

Shri Morarka: Sir, I want to speak on
my amendment No. 47, the purpose of
which is more or less the same as that
of amendment moved by my friend
from D.ehra Dun. My amendment may
be found a little more acceptable by
the Finance Minister than the amen-
ment of my friend from Dehra Dun.
because he wants complete exemption
{rom this tax on the railways, where
the fare is charged on the inflated-
mileage basis, whereas my amendment
says that you may charge the tax at
the same rate which you charge on
any other section without taking into
consideration the inflated mileage

12 hrs.

Now. as the Member who preceded
me said just now, this problem is not
confined only to the hill tracts; 1t 1s
also there in the plains; it is also there
in the deserts. In my constituency,
last year there was a new railway
line laid. It 1s about 28 miles long
and there, the fare charged is exactly
double than that charged in an adjoin-
ing section the same distance. In the
course of the speech on the railway
budget, the hon Member from Dehra
Dun made this point, and the
assurance was given by the Minister
but that assurance was confined
only to the hill tract. Some reduc-
tion on the Kalka-Simla line, from
four times to three times, was
actually made. In that connection, I
addressed a letter to the Chairman of
the Railway Board, requesting him to
take into consideration the case of new
lines also where such inflated rates are
charged though they are not hill rail-
ways; but though that Iletter was
written on the 30th May, I have not
received any reply so far. I hope it is
receiving consideration. But, whether
that matter is considered or not, so far

3] AUGUBT 188¢ Pussenger Fards BIU

13084

as this tax is concerned, I think there
should be no extra tax levied on those
sections on which the people are al-
ready paying double, treble or four
times the fare that is paid on other
sections of the railways. Therefore, I
submit, and I hope that the Finanpce
Minister would kindly consider this
aspect and if, possible, accept this
amendment.

Mr. Speaker: With regard to Shri
Mohamed Imam’s amendment, it is con-
trary to the Constitution. Under
article 269(2), there is no option The
Central Government Is only a collect-
ing agency. The entire amount has
to be paid to the States. The Constitu-
tion says:

“The net proceeds in any finan-
cial year of any such duty or tax,
except 1n so far as those proceeds
represent proceeds attributable to
Union territories, shall not form
part of the Consolidated Fund of
India, but shall be assigned to the
States within which that duty or
tax is leviable in that year, and
shall be distributed among those
States 1n accordance with such
principles of distribution....”

such as, how much has to be distribut-
ed between the States, and on what
basis,—~whether it is population or
number of passengers, etc. Only those
principles can be formulated by this
House. But the Government has no
control

The hon Member wants that this
should be created into a sepsrate.
fund—“The New Railway Lines Con-
struction Fund” and that the fund
must be utilised for laying new rail-
way lines. It is beyond the scope of
the Bill and under rule 81 of the
Rules of Procedure, the amendment is
beyond the scope of the Bill

So far as amendment No. 10, in the
name of Shri Braj Raj Singh, is con-

An, Hon. Momber: He has autho-
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Mr. Speaker: No authority can be
given so far as this amendment s con-
cerned. I could not allow the amend-
ment to be moved The other amend-
ments Nos. 9, 20, 21, 22 and 47 are
before the House.

Shri Fatehsinh CGhodasar: My
amendment is No. 8. Now, this tax
is really meant to collect money for
the Sécond Five Year Plan. 8o, the
tax on third.class passengers who
travel longer distances should be with-
drawn after four years.

Mr. Speaker: He wants to restrict
the period of taxation and does not
want it to be on a permanent basis.

st ey Totx - e gEEw
AT Y AATHE 6T T EF TEIC D

Page 2, line 6,—

after “India” insert “excepting por-
tions of the railways lying in hilly and
semi-hilly areas.”

ot Y @art Y F agr 9g A
fageor femr ¢ smdaa mdw & 93
w-Rs A gar §; AfEa faw
St wEE Wi TR T w1 R AT
aifge f& ¥ 2R Ia-"9 F gwmEn
SRR FE Lo AT § o e ey
AN & E 1 FFE IR wig 7 B
N ™3 WgE-afET frvge o
fFeganiam—gr = AR w1 AN
Fzge & faor o § WX A9ETane-
FTRG AR THATT ST dyefr—
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IEH AL TE T IR AL
N AR amA dgAE A fx
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AN X ol § TR AR g F
wfew A feqr & oie get odlm
e ® MY & 47 o vl whfr
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AT |
Shri T. T. Krishnamacharl: In re-
gard to the point made by my friend,
the hon. Member from Dehra Dun,
his amendment is a modified version
of the amendment which is given by
Shri1 Morarka., So far as [ am concern-
ed, it 15 not the revenue consideration
that 1s paramount, but it is so difficult
on other grounds After all, if people
are only taking a separate ticket for
the hill raillway, 1t is an easy matter,
but as tickets are issued somewhere
further down which also covers the
plains along with the hill railways, I
am adviséd by the department that it

1s very difficult for them to account
the fares.

But so far as what my hon. friend
has 1in mind, namely, this question of
an additional penalty on the type of
rallway travel, 1 wunderstand the
strength of the feeling of my hon.
friend, Shri1 Tyagi, and also that of
Shri Bhakt Darshan and also Shri
Y. § Parmar. It is true that in the
hilly areas which are under-developed,
no additional charge, which is made
purely on economic considerations,
could be made to sustain—it is difRcult
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sustain. But I shall certainly con-
{0 my collsague the gtrength of
feeling in this Houge in this parti-
cular matter, Even the Members of
the Opposition mentioned it. I will
convey this feeling to my colleague,
Even though it 18 a separate budget,
1 have a Financial Adviser and I
am consulted constantly, and it may
not be impossible to sit down and
talk about the matter. I can give this
assurance to the House that I will con-
vey the strength of the feeling of this
House in this particular matter. If I
can possibly accommodate them by
means of taking away this very small
burden, I would do so, but the point
is, it will make the administration a
little difficult, because, I am told that
they find it very difficult to split up
this fare between that area and this
erea and then work out the fare

£3°%

Shri Morarka's amendment is a
modified version but it does not solve
the administrative problem tn any way.
The problem, so far as my difficulty
in accepting the amendment is con-
cerned, is largely administrative, but
the root cause of the trouble, we know.
As I said, I shall certainly have a dis-
cussion with my colleague on this par-
ticular matter and convey to him how
the House feels about it

Shri Tyagi: I am very, very grate-
ful to the hon Finance Minister for the
good sentiments he has expressed and
I beg leave to withdraw the amend-
ment The assurance he h-ﬁs given is
enough

Mr. Speaker: So, I take it that the
House permits Shri Tyag: to withdraw
his amendment No 22

The amendment was, by leave, with-
drawn.

Shrl Morarka: I also seek permis-
gion to withdraw my amendment—No.
47.

The amendment was, by leave, with-
drawn,

Mr. SBpeaker: I shall put amend-
ment No. 8 to the vote,
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The question is:
Page, 2, line 5—

after ‘collected” insert ‘for a
after “collected” insert “for o
peniod not exceeding four years”,

The motion was negatived,

Mr. Speaker: All the other amend-
ments are not pressed.

The amendments were, by leave, with.
drawn.

Mr. Speaker: I shall how put clause
3 to the vote of the House.

The question 1s:

That clause 3 stand part of the Bill
The mcition was adopted.

Clause 3 was added to the BilL

Clause 4—(Rules for computing tax
on passenger fares).

Shri Vajpayee (Balrampur): I beg
to move:

Page 2,—
for Lines 25 to 28, substitute:

“Rule 4—The amount of the tax
shall wherever necessary be so
adjusted that the aggregate
amount of the fare and tax for
such distance 1s not more than the
aggregate amount of the fare and
tax for any longer distance in any
case.”

My submussion 1s that rule 4 has
been framed in such a mannper that
the passengers will always be in a
disadvantageous position. The rail-
way fares are already high, and now
an extra burden is being put on the
passenger, and on top of that the rules
are framed 1n such a manner that they
will hit the passengers who mre al-
ready hard hit Therefore my sub-
massion is that rule 4 be substituted
by my amendment which I have just
read. In the original rule it has been
provided that the aggregate amount of
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[Shri Vajpayee]

the fare and tax for such distance is
not less than the aggregate amount
of the fare and tax for any lesser dis-
tance n any case. My submission is
that it should not be more than the
aggregate amount, and T hope my
amendment will be accepted.

Shri T. T. hari: I am
advised that there is no particular
merit in the amendment moved by my
hon. friend. And the technical view
should certainly find acceptance.

Mr. Bpeaker: I shail now put
amendment No. 24 to vote. The ques-
tion is:

Page 2,—

for lines 25 to 28, substitute:

“Rule 4.—The amouht of the
tax shall wherever necessary be so
adjusted that the aggregate
smount of the fare and tax for
such distance is not more than the
aggregate amount of the fare and
tax for any longer distance in any
case.”

The motion was negatived.

Mr. Speaker: The question is:

“That clause 4 stand part of the
Bm”'

The motion was adopted.
Clause 4 was added to the Bill
Clause 5—(Power to exempt)

Shri T. B. Vittal Rao: I beg %o
move:

Page 2—
after line 33, add:

“(2) Passengers travelling on
students concessions granted by
the Railways in accordance with
rules in force thereof will be ex-
empted from the tax leviable
upnder this Act.”
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My amendment is very simple. It
provides that the students who tzavel
under the concessions granted by the
Railway ‘Administration should be ex-
empted. We have given them
concession 8o that they * may
be able to go and sea various
projects which we are bullding, as also
various educational institutions, so
that there may be better cultural deve-
lopment. Two years ago, when this
railway concession was given to the
students, it was given only to groups.
That is, only when they were travelling
in groups of four they were allowed
this half concession, Later on we
found thaf they should be encoursged,
and we said that even if an indivi-
dual student travels he should be en-
titled to this concession. That is to
say, we want to encourage the students
undertaking journeys and seeing the
various historical places and develop-
ment projects and s0 on and so forth.
What I seek to provide by this amend-
ment is that they should be exempted
from this taxation. Therefore, I very
respectfully request the Finance Min.
ister, though he has got some powers
under this clause to exempt certain
types and categories of passengers,
that if this is provided here the stu-
dents will not be taxed.

Shri T. T. Krishnamachari: I am
told that according to the way in
which the fares are worked out it
would be an integrated whole. So far
as the future fares are concerned, the
fare is an integrated whole and con-
cession will be given on an ad hoc
percentage on the total charges, that
is including the tax. In any event,
what is sought to be provided relates
to an extremely microscopic part of
the whole trafficc and I do not think
the administration would be in a posi-
tion to divide it at every stage and say
what is the limit and take it away., I
think administratively it is very diffi-
cult.

Skhri T. B. Vitial Raoc: They give
concession forms to students.
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Shri T. T. Krishnamachari: I agree.
The concession is on the basis of the
total amount of money they pay— so
much, fifteen per cent. or ten per
cent. But then, to eliminate first the
tax element and then give the con-
cession, the administration feels it is
a very very difficult thing for them
to do.

Shri T. B. Vittal Rao: May I seek
one clarification? That is to say, ‘on
the ticket it will be an integrated
amount, tax plus the fare for the
ticket, or fare plus the tax. It will be
written. Integrated means we will
have to....

Shri T. T. Krishnamachari: I do not
think there is any obligation for them
to write it. They will have to collect
the whole amount and pay. There is
no question of an obligation for them
to say that the tax is so much and
the fare is so much.

Mr. Speaker: I shall now put
amendment No. 26 to vote.

31 AUGUST 1957

Passenger Fares Bill
The question is:
Page 2—

after line 33, add:

“(2) Passengers travelling on
students concessions granted by
the Railways in accordance with
rules in force thereof will be ex-
empted from the tax leviable
under this Act.” /

The motion was negatived.
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e )
Mr. Speaker: The question is:

“That clause 5 stand part of
the Bill”.

The motion was adopted.
Clause 5 was added to the Bill.
Clause 6 was added to the Bill.

The Schedule -

Shri T. T. Krishnamachari: Sir, I
beg to move my amendment No. 2.

. Page 4—
for the Schedule, substitute:

“THE SCHEDULE

(Sezz section 3) p

* Deescription of traffic Rate of tax
1 2

1. Passengers travelling by railway on season tickets . . .o Nil
2. Passengers trave].lmg by rallway for dlstances upto 1 5 miles (mclu-

sive) Nil
3. Passengers travelling by rallway for d.lstances from 16 mlles to 30

miles (inclusive) . .. . 5% of fare
4. Passengers travelling by raxlway for d1stances from 31 miles to 500

- miles (inclusive) . . 15% of fare

5. Passengers Atravelling by railway for distances over 500 miles 10% of fare

6. Passengers travelling on mileage coupons .

123%,0f the cost
of the coupons

Explanation.—For the purposes of this Schedule, distances shall be computed according
to the rules for the time being in force relating thereto made under the Indian Railways )

1890.”

I have explained this position. At
the time when I wound up the debate
on the General Discussion, we have

L

undertaken to give certain concessions.
This is in implementation of that
gssurance.
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Shrl Shree Narayan Das (Dar-
bhangs): 1 would like to move my
amendments to the amendment. The
Nos. are 14, 18 and 17.

Bhri T, B. Vittal Rae: I want to
move my amendment No. 50,

Shrl Sadhan Gupis (Calcutta-East):
I want to move my amendment No. 30.

Shri Jadbav (Mal;gaon): I want to
move amendment No. 4.

Shrl Fatehxinh Ghodasar: I want to
move amendment No. 18.

Shri Bhakt Darshan: ¥
move Nos. 37, 38 and 40.

Shri R, 8. Lal (Domariaganj): I
want to move Nos. 39 and 41,

want to

Shri Biddiah (Mysore—Reserved—
Sch. Castes): I want to move my
amendment No. 15.

Shri Vajpayee: I want to move my
amendment No. 27.

Shri Harish Chandra Mathur (Pali):
I want to move No. 29.

Mr. S8peaker: Let me see whether
amendments Nos. 50 and 20 are in
order.

Shri T. B. Vittal Rao: No. 50 is in
order, Sir. I say that passengers
travelling by railway in third class
for distances up to 50 miles should be
given exemption.

Shri T, T. Krishnamachari;
new scheme.

Itis a
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Mr. Spenker: Amendment No. 80
seems to be inadmisgible without the
Presidant's recommendation, It seeky
to raise the rate of tax for passengers
travelling in first class and air-condi-
tioned class for more than 500 miles.
Therefore it requires the sanction of
the Pregident, and it is out of arder.
Likewise amendment No. 29 is outof
order.

Shri Shree Narayan Das: Sir, I beg
to move:

(i) That in the amendment proposed
by Shri T. T. Krishnamachari printed
as No. 2 in the List of ammendments,—
in item No. 2 for “15" substitute “30™.

(ii) That in the amendment proposed
by Shri T. T. Krishnamachari printed
as No. 2 in the List of amendments,—

in item No. 3, for “from 16 miles
to 30 miles” substitute “81 miles to
100 miles.”

(iii) That in the amendment pro-
posed by Shri T. T. Krishnamachari
printed as No. 2 in the List of amend-
ments,—

in item No. 4 for “31 miles to
500 miles” substitute “101 miles
to 500 miles.”

Shri Sadhan Gupta: Sir, I beg to
move:

Page 4—
for the schedule, substitute:

“THRE SCHEDULE

(Ses section 3)

Description of traffic Rate of tax
1 2
1. Passengers trwcllmx by raulw-y for dmnnm upto 80 mxles (mclu- Nil
sive) .
2. Passengers trﬁveﬂms by nilway for diatances from 81 1o soo mxlcs 2% of fare
(inclusive) A
3. Passengers ¢ ravelling by railway for distances over 500 miles 1% Ot;'f;e
o,
4. Passengers tnvelhng on mileage coupons . . . (3) d :e the ;nn:
s. Passengens travelling on season tickets . . Nil”
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i Jadhav: Sir, I beg to move:
Page 4—
for the Bchedule, subdstitute:
“THE SCHEDULE
(Se¢ section 3)
Descriptioo of traffic Rate of tax
3
1. Passengers tra b mlm for dismncee upto 100 milu inclu-
sive) by thurd dusw Y y ( . Nil
3. Passengers travelling by rulway for dmnnces upto 50 miles (mclu:uve)
by second and first class 5% of fare
3. Passengers travelling by railway by third class from 101 miles to
$00 raules and by sccond class and first class from $t to 500 mules 10%
of fare
4. Passengers travelling by nmilway for distances over 500 miles 7% %of fare

s. Passengers travelling on mileage coupons

6, Passengers travellng on secason tickess

10% of the cost
of the couponi
. N

Shri Fatehsinh Ghodasar:
Page 4—
for the Schedule substitute:

I beg to move:

‘“THE SCHEDULE
(See section 3)

Descniption on traffic Rate of tax
1 2
1. Passengers travelling by ralway for distances upto to so miles . . Nil
2. Passengers travelling by railway from 5r mules to 100 miles. 59% of fare
3. Passengers travelling by raslway from 101to 500 miles. . ) 15% of fare
4. Passengers travelling by railway for distances over 500 miles. 10%, of fare
5. Passengers travelling on milesge coupons, 12§4% of the
cost of coupons.
6. Passengers travelling on scason tickets. Nil,’»

Shri Bhakt Darshan: Sir, I beg to
move:

(1) That in the amendment proposed
by Shri T. T. Krishnamachari, printed
as No. 2 in the List-bf amendments,—

in item No. 2, for “18" substitute
“50".

(i) That in the amendment pro-
posed by Shri T. T. Krishnamachari,
printed as No. 2 in the List of
amendments,—

in item No. 3, for ‘“from 16 miles
to 30 miles”

substitute “from 51 miles to 180
miles”,
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[Shri Bhakt Darshan]

(iii) That in the mmendment pro-
posed by Shri T. T. Kn:hn.tmu:hari.
printed as No. 2 in the List of amend-
ments,—

in item No. 4, for “from 81 to
500 miles” substitute *“from 151
miles to 500 miles”,

Shri R. 8, Lal: Sir, I beg to move:

(i) That in the amendment pro-
posed by Shri T. T. Krishnamachari
printed as No. 2, in the List of amend-
ments,—

3. (a) Passengers trave
16 miles to 30 nulcs (m usive)

(b) Passengere travelling by railway other than in third clase for
distances from 16 miles to 30 miles (1nclusive) .

Shri Vajpayee: Sir, I beg to move:

Page 4—
for the Schedule, substitute:
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in item No. 3 for “16 miles to 38

miles” substitute “51 miles to 100
milas”

(ii) That in the amendment pro-
posed by Shri T. T. Krishnamachari,
printed as No. 2 in the List of amend-

meqtuf—

+ in item No. 4, for “31" substitute
“101”. .

Bhri Siddiah: I beg to move:
That in the amendment proposed
by Shri T. T. Krishnamachari printed
as No. 2 in the List of amendments,—

for 1tem No. 3 substitute:

raftway in thud clau for dmancel

Nil

5% of fare.”

“THE SCHEDULE

(Ses section 3)

Rate of tax for Rate of tax for
Air Conditioned Class III

Description of traffic Class 1 and Class passengers.
I1 Passengers
1 2 3

1. Passengers travelling by raﬂway for dxstanoes upto 50

miles (inclusive) Nil Nil
2. Passengers travelling by railway for dxmnces from 51

miles to 150 miles (inclusive) . §% of fare Nil
3. Passengers travelling by rulwny for dm:nces irom 151

miles to 500 miles (inclusive) . 74% of fare 74 % of fare
4. Passengers tnveumg by nulway for duuncca over 500

miles . . §% of fare $% of fare

S. Passengers travelling on mileago coupons .

6. Passengers travelling on season tickets

7 of the cost 7§ 9% 0of the cost
J&empom % of the

ooupons
Nil Nil*»
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Mr. Speaker: All these amendments
are befors the House I think
Mr, Vittal Rac wanted to speak on his
amendment No. 50. That is out of
order,

Shri T B. Vittal Bao: If that is out
of order, there is another amend-
ment.

Mr, S8peaker: How can he add to the
list of amendments? Very well. He
may spesk.

Shri T. B. Vittal Rao: The conces-
sion that has been given by the
Minister's amendment does not go far
enough. It does not give any relief
at all- to the passenger, because
according to the statistics given by
the Railway Board for 1855-56 which
I have here, eighty crores of passeng-
ers travel for more than 15 miles. The
number of passengers who travel for
less than 15 miles 1s only about fifty
croreg and the amount which the
Railways derive by this suburban
traffic which the Minister proposes to
exempt 1s only Re 84 crores per
year . The revenue got from those
who travel beyond 15 miles, that is
the non-suburban traffic, amountg to
Rs. 100 crores Out of the 110
crores of rupees, only those passeng-
ers who pay Rs. 84 crores wil, get the
benefit which the Finance Minister 1s
giving When we take the average
also, we find that on an average they
travel about 42'6 miles. Therefore, 1
would request the hon Finance
Minister to increase the exemption
limit to cover those passengers who
trave]l up to 50 miles so that the tax
may be collected from these who
travel beyond 50 miles. The Finance
Minister’s amendment is not going to
be of any relief at all. Out of a total
revenue of Rs. 100 crores only
those who contribute Rs. 84 crores will
get the benefit of the Minister's
amendment. If my amendment is
accepted it will give relief to passeng-
ers travelling up to 50 miles.

Bhrt T T. Krbbnamacharl: How
many crotes are likely to be affected
that way?
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Shri T. B. Vittal Ran: That I would
have to work out. I will be very much
obliged if the Finance Minister gives
me the figures becauss 1 will have to
work out from statistics, Whan
moving his amendment, the Minister
himself has not given what is the
number of passengers who travel
under the categories 1 to 15 miles,
18 to 31 miles and 31 to 300 miles. In
fairness to the House, these should
have betr given. I tried to work
them out but I could not.

There 18 another reason why I want
thig exemption, During the last few
years, the fareg of third class passeng-
ers have been increased by 100 per _
cent. From 3 pies per mile, It hes
gone up to 6 pies and if it is Mail or
Express it has gone up to even 6} pies
per mile. There has been a rise of
more than 100 per cent., without much
of an increase 1n the case of passengers
travelling in the second class or the
first class or the air-conditioned
class.

Therefore, 1 would request the hon.
Minuster at least to exempt those
passengers who travel up to 50 miies
so that the relief could be a little
more than what is provided wunder
his amendment.

Shri Shree Narayan Das: Mr.
Speaker, the only purpose of my
amendment to the amendment of the
hon. Finance Minister is to make
certain changes, that is, to give some
concessions to those who travel
shorter distances. In amendment 2, it
has been suggested that up to a
distance of 15 miles there will be no
tax. I would like to suggest that this
15 mles should be changed so that
there should be no tax up to 30
miles.

There is a second amendment of
mine. It says that the tax of B per
cent. of the fare which is now there
for 16 to 30 miles, should be changsd
into from 31 to 100 miles. That is to
say, the tax should be 5 per cent. for
distances between 31 and 100 miles
and for distances beyond 100 miles,
from 101 to 500 miles it should be
just 15 per cent
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I think, practically alt the hon.
Members who have participated in
the discussion have opposed this
taxation meagsure and they have gaid
that by the levy of thiz tax, a large
number of poor people and those who
travel by the railways, especially by
the third class, would be badly
affected. But, in view of the fact that
we require & certain amount of money
and we have to meet the expenditure
involved in the Second Five Year
Plan, this House is going to pass this
measure, I would just request the
hon. Finance Minister to make some
concessions that wiil go to satisfy
the poorer classeg of the people who
travel short distances.

In view of the feelings expressed
here by hon. Members, the Finance
Minister should give some concession
&s he gave certain concessions when
the Wealth Tax Bill was being con-
sidered here. I think this concession
will give gome satisfaction to the
Members and alsc to the poor people
who will feel that some relief has
been given to them,

With these words, I commend my
amendment and I think the Finance
Minister and the whole House will
accept that.

st m W W e SRRg,
#F oA gOgT AT & f5 wreAw
fafrer o @ M foemga o A=
T FE KA ary B A gE } vuR
a7 ¥ Yo Hiw ¥ famqr svy w#fw
SUTETAX 11 A Ay Wiy & feferwen
FERATEH X W s qwER & faefas
AR g & 4q 14 fror # Fonraa w7
TR q I HET GV T iy Hra #
YT B Yo Wy &7 fawr ww A
i ®Y T fewmag &1 s g

w faafest & & 9ot s *
o e wgm fe it @ o
e gR A gw A A T wr  faory
wPTaT qr A A Wy qefest & fed
Fad § % fag yo Hiw a% &7
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& ot og wawr ty fw ®@ o«
wrEr T g W vafyg i sEw
Ko 3T W Y o i ¥y §, wg ST
wiw § WX 3 ITE gwd w7 § W
s1T g gfawy amar w & & sraft O
wu#d goeTT ®Y B gy gify O avl
@ § W A awwar g fr v 9
wif wrafr ady @ wife

7 qg¥ A w97 T @ a1
fe g daf ®) R v TR
WTAT § W TE Lo HIW ¥ gy QT
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WA Yo Hrr @ ¥ awll § | wieg
Ht & 1® Yo W BY W FT IR FTO
g!

Shri Sadhan Gupta: Mr. Speaker,
Sir, I have moved my amendment
No. 30 to the Schedule by which I
want to substitute a new Schedule.
I have tabled my amendment for two
purposes; first of all, I want to alter
the slabs of distances on which taxes
are to be levied and secondly, to give

relief to the taxpayer by way of a
lower limit of taxation.

I know the hon. Finance Minister,
perhaps, will not accept the proposal
for a lower Ilimit of taxation and
will rather reiterate Tis argument
about the necessity to make resources
available to the States, I still feel
that those resources should have been
got from other sources which would
have been more able to bear the
burden. Anyway, there is more to be
said 1n regard to the slahs.

The first slab I have proposed is a
slab of 80 mileg for which no tax
should be levied. Now the reason
why 1 have given the slab of 80 miles
is that in many places, and parti-
cularly in metropolitan cities hke
Calcutta, Bombay or Madras—perhaps
the Finance Minister knows Dbetter
about Madras, but I &now about
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Calcutta—there are many people who
come by local trains from distances of
eighty miles. They may not be
coming every day, but they come
quite frequently. They are pot
covered by the class of holders of
season tickets. But the frequency of
their travel to the metropolitan cities
makes the tax burden on them heavy
and it is but fair that this class of
passengers should be given some
relief, because the tax burden on
them would be very inequitable, Thay
have to come not for pleasure but for
their livelihood. We know that in the
neighbourhood of Calcutta in & town
like Howrah there is a cloth market
and people come once & week. or
twice a week from distances of eighty
miles or so, from the district of
Midnapur with cloth to seil at the
cloth market. That is for their liveli-
hood; that igs not for pleasure.

In this way the small traders will
have to bear a considerable burden
and as a result even their meagre
profits will Shrink. After all it is the
big businessmen who make big pro-
fits, the small trader 1s not always in
a position to make such profits. In
these circumstances whether it is the
cloth trader or vegetable vendor or
people of that kind who have to come
from distances to bigger towms, I
would plead that the slab should be
increased to 80 miles Particularly
after electrification 80 mileg is not
going to be a very great distance
from the city and many people would
have to find their residence outside
Calcutta and other big cities, because
the cities are so congested. This
fifteen miles 1s absolutely inadequate
for that purpose. There 15 no logle
behind this 15 miles, but there 1is
logic behind, say, 80 mules or so,
because it is within the range of what
we call local trains.

So my request to the Finance
Minister 1s that passengers travelling
by local trains should be exempted
and the slab should be so fixed that
that class of passengers is exempted.
Then you can fix up the next slab
and prescribe the percentage of tax
for it, and there also there should be
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some equity. I have provided the
percentage here as 2 per cent. and 1
per cent., 2 per cent. for 80 to 500 and
1 per cent for fares above 500. There
you might fix whatever you want, but
please fix the slab according to some
logical consideration, exempting
passengers travelling by local trains.

st W vsw RERW , ®
AAATT ot O AHT AT TN T
R ¢ TR awdw & axrgwn
o fadgw T ® g sy 8, Ford
T w1 feaar agd wY T oS 0
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& T AT Ay Ry IIAT & o o vk
T dvew war g, Wk wWaEs @
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o, fe ow W 9w aifr gt
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fir g Yo ® W ww AH w9
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Fq % fog o YT 7o &7 e &,
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teve & ¢ At 4, taxe F g
witr tene #  gQ
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4

Shri Fatehsinh Ghodasar: By my
amendment No, 13 to the Schedule, I
want that snother schedule should be
subgtituted in place of the sachedule
which has been given by the hon
Finance Minister. My submission 1s
that there should be no surcharge on
third class passengers up to a distance
of 50 miles. Only poor people travel
by third class and they are the people
who travel ghort distances.

They go from village to village or
to the taluk or district headquarters
to submit petitions to the revenue
officers and they travel only when it
is absolutely necessary for them to
travel. They do not travel for the
sake of pleasure, firstly because they
have no money to spend on such
pleasure trips and secondly because
they are aware of the difficuities and
the hardships they will have to under-
go while travelling by third class.
Overcrowding m third class 1s so much
that it has become absolutely impossi-
ble for a sick or weak person even
to enter a compartment A great
majority of them travel on footboards
and roofs of trains and that too 1n
every season Even 1n monsoon when
1t 18 ramung, 1n severe cold of winter
and 1n the oppressive heat of the
summer they have to travel on foot-
boards and roofs of trains

Not only that but many such
passengers have lost their lives by
travelling on footboards and roofs of
trains, as a result of falling from the
moving trains May [ asx the hon.
Finance Minister whether he is
justified in taxing these people for
their hardshups® These people have
already been heavily overtaxed.
Almost all the indirect taxes, such as
excise duties on matches, tobacco, tea,
sugar, cloth and other articles have
hit them hard to such an extent that
it has become very dufficult for them
even to maintain their own families.
To tax these people more is, I think,
not only unjust but cruel.

It ig true that money is required
to implement the second Five Year
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Plan successfully, I have nothing to
say against the Plan. There must be
a plan for the progress of the country
and the people,

But, at the same time, we must
look to the capacity of the people to
pay the tax, we should not hesitate
either to curtail or modify the Plan
if it is necessary to do so in the
mnterests of the people, I therefore,
submit that passengers who travel by
third class should pay no tax up to a
dustance of 50 miles Instead, I request
the hon Finance Minister to impose a
tax on passengers who travel by air
or by air-conditioned coaches. 1
again subrut that my amendment be
accepted

Mr, Speaker: Sardar A. S. Saigal.
Shri Harish Chandra Mathur rose—

Mr. Speaker: I called Shri Harish
Chandra Mathur first He wag talking
to somebody He d:d not get up. I
have passed him over I am now

calung Sardar A. S Saigal

aq Wo fag agwa (sriiT) -
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WY ¢ T g ] Lo A1 aw w7
fear 7 agrar wA@ oEr A I
NNAT & | T 99 & 99 ¥o Ww
& %00 Mg qx ¥ g ®W@Er I
AT gFeN T qdw d 7

LGS O
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T v ER § | afer ol o Al &
B agw F & A e vy www Al
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Mr. Speaker: The hon, Minister.

Shri Siddiah: I would like to say

a few words. I have moved an amend-
ment.

Mr. Speaker: He may have moved
an amendment. Already the tume 18
up. We have heard sufficiently.

Shri T. T, Krishnamachari: I am
afraid, the arguments that have been
put forward are more or less the samse
as those sdduced at the time when
we took this Bill for consideration.
An hon. friend opposite complained
that I had not given details of the
break up of how many passengers
trave! 15 miles, 30 miles, 50 miles, etc.
In fact, I am only interested in regard
to the earmings 1n the railways on a
muleage basis. Even if I accept one of
the modest amendments moved by a
friend here, 30 mules, that would
mean an additional drop of another
Rs. 70 lakhs. Already the concession
that 1 have given, though it is said
to be inconsequential, means a drop
of Rs. 60 lakhs. 1f I go up to 50 miles,
1 think I have to drop a large amount
because the average mileage travelled
by a passenger in India is 41‘7, and as
you ncrease it beyond 30, the drop
becomes heavier,
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Alpo there is ancther point namely
that once you increase the mileage,
evasion takes place. If it iz 15, I do
not think the matter is very much
because the cost is negligible. If it
is 50 or 80, as the case may be, people
will, at any rate, have ohe bresak and
evagion takeg plece, After all, the
whole idea of this measure is to pro-
vide some revenue to the States of
the order of Rs. 14 or 15 crores. I
have reduced it by Rs. 60 lakhs Any
further reduction is not acceptable. I
may accept Shri Sadhan Gupta's
amendment which makes the whole
tax a farce, namely 1 or 2 per cent,
making it one crore of rupees. The
collection charges and the fime taken
by the House would more than com-
pensate any revenue we may get. I
understand Shri Ssdhan Gupta’s
amendment because it is intended to
ridicule the Bill. Bul, the other
amendments which are intended in all
seriousness, I am afraid, I am unable
to accept because, administratively it
will help to reduce the revenue even
beyond what the loss will be. There-
fore, 1 cannot go beyond the con-
cesgions that I have shown, At the
time when we gave the concession, it
was not a bargaining. A large number
of Members expressed the view that
15 miles would mean a particular
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section of the people who would not
come within the scope of this tax.

Season ticket people are compiletely
eliminated. Normal revenue from
Season tickets is about 4 crores of
Tupees. It is not, ag my friend 8hri
Sadhan Gupta mentioned, that we do
not know about. I have, for twelve
years of my life, travelled in sub-
urban trains, and that too, 12 miles
only. We know something about it.
But, revenue considerations could not
be altogether lost sight of 1 think,
the suggestions, if they are sccepted,
would reduce the value of thiz Bill
consmiderably so that we may as well
drop 1it. Therefore, I am unable to
accept any of these gmendments,

Mr. Speaker: Which are the amend-
ments that the hon. Members want
to be put to the House?

Shri Sadhan Gupta: No. 30.
Shri Fatehsinh Ghodasar: No. 13.

Mr. Speaker: All of them one after
another First, No. 30. The question is:

Page 4—
for the Schedule, substitute:

“THE SCHEDULE
(Ses section 3)

Description of traffic Rate of tax
1 2
1. Passengers tmvclluu by mlway for dutanm upto so[m.des (m- .
clusive) Nil
2, Passengers tnvﬂlﬂng by rulwny for dm ances from 81 10 $00 miles
(inclusive) . . . . . 3% of fare.
3, Passengors travelling by railway for distances over 500 miles. . 1% of fare.
4. Passengers travelling on mileage coupons. . . . . 3% ofthe costof ¢
_ coupons,
5. Passengers travelling on scason tickets. . . . NiI”

The moiion was negatived.
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Mr. Speaker: There are amendments
relating to 30 miles, 30 miles, 100 miles
and so on. Shall I treat them on the
same, basis? The hon. Minister has
said that acceptance of these will
mean substantial reduction in the
receipts. Therefore, if the amend-
ments are not pressed, I shall treat
them as not pressed.

Shri Sadhan Gupta: They may all
be put together.

Mr, Speaker; His amendment has
been put and lost. Why should he
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Shri Sadhan Gupta: The others may
be put together,

Mr. Speaker: The others are not
preased.

The amendments were, by leave,
withdrawn.

Mr. Speaker: I shell now put
Government amendment No. 2
the Schedule to the vote of the
House. The question is:

Page 4 —

worry”? for the Schedule, substitute:
’ “THE SCHEDULE
(See section 3)
Description o traffic Rate of tax
1 2
1. Passengers travelling by railway on scasop tickets. . . . Nil
2. Passengers tnvcllmg by uuwav for dmaneu upto 15 mnes (mclu-
sive). . Nil
3. Passengers travelling by mlwny for dlst.nnecs from x6 xmlca to 30
miles (inclusive). . . . 5% of fare,
4. Passengers travelling by nilwny for dmanccs from 31 nulcs to 500
miles (1inclusive). 15% of fare,
§. Passengers travelling by rulwa.y for dmances over %00 rmlcu . 109% of fare.
6. Passengers travelling on mileage coupons. . . .. . 124% of the

cost of the coupons

Explonation.—For the purposes of this Schedule, distances shall be com-

puted according to the rules

for the time being in force relating

thereto made under the Indian Railways Act, 1890.”

The motion was adopted.

Mr. Speaker: The question 1s:
“That the Schedule, as amend-
ed, stand part of the Bill"”.
The motion was adopted.
The Scheduled, az amended, was add-
ed to the Bill,
Clause 1—(Short Title)
Amendment made:
Page 1l,—for clause 1, substitute—
“3. Short title and commence-
ment.—(1) This Act may Dbe

called the Ralway Passenger
Fares Act, 1957,

{2) It ghall come into force on
such date as the Central Govern-
ment may, by notification in the.
Official Gazette, appoint”,

—([Shri T. T. Krishnemachari]

Shri T. T. Krishnamacharl: This
alteration is merely to indicate that
the Act shall comae into force on a date
which will be indicated by & notifica-
tion in the Official Gazette.

Mr. Speaker: The question is:

“That clause 1, as amended,
stand part of the Bill”

The motion was adopted.

Clause 1, as amended, was added
to the Bill.

The Enacting Formule and the Title
were added to the Bill

Shri T. T. Krishnamachari: I beg to
move:
“That the Bill, as amended, be
passed”.
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Mr. Speaker: Thé question is:
“That the Bill, as amended, be

passed”. sion is:
The Lok Sabha divided.... ...
AYES
DPlvision No. 27]
Abdul Lateef, Shri Kesbava, Shn

Achser, Shri

Ambalam, Shri Subbiab
Arumugham, Shri R.S.
Arumugheam, Shel S.R,
Ashanna, Shri
Ayysakannu, Shel
Bagdi, Shri

Bujal, Shri Kamalnayan
Bakliwal, Shri
Banenes, Shri S. K,
Barupal, Shri P.L.
Bmsappa, Shri

Bhagut, Shri B.R.
Bhakt Darshan, Shri
Bhatacharyya, Shri C. K.
Bhogii Bhas, Skn
Bidari. Shn

Birbal Singh, Shri
Brahm Perkesh, Ch.
Chawurved, Sbri
Chavrds, Shn

Dasapps, Shri

Das, Shri K.K.

Das, Shri MM

D, Shi N T,

Deb, Shri1 N, M,
Dube, Shri Mulchand
Dwivedi, Shei M.L.
Elaysperumal, Shri
Qaekwad, Shri Fatesinghrao
Ganapathy, Shri
Gandhi, Shri Feroz
Gangs Dews, Shnnmat
Gautam, Shn C.D
Hajarnavis, Shn
Harvani, Shri Ansar
Hasda, Shri Subodh
Heda, Shn

Hem Ray, Shri

Hukam Singh, Sardar
Jagjivar Ram, Shri
JaifPShrt A P.
Jangde, Shri

Jena, Shni K.CG
Jhunshunorals, Shri
Jogendra Sen, Shri
Joahi, Shri A.C.

Joehi, Shrimati Subhadre
Jyouishi, Pandit J P.
Kanakasabai, Shra
Karmarkar, Shri
Kedaria, Shri C.M,
Kesar Kumari, Shrimati
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Bhri S. V., RBamaswami (Salem): My
switch has gone out of order.

Mr. Speaker: The result of the divi-

Khan, Shri Shahnawas
Kbedkar, Dr. Q.B,
Kistaiya, Shri

Krishna Chandra, Shri
Knshnarmachari, Shri T.T.
Krishna Rao, Shei M.V.
Kumbhar, Shri

Lachi Ram, Shri
Lahiry, Shri

Lal, Shri R 8.

Laxmi Bai, Shrnimati
Maitda Ahmed, Shrimati
Muglaviys, Pandit Govind
Malaviys, Shri K D.
Maniyangadan, Shri
Masuriya Din, Shei
Mathur, Ster Harish Chaadta
Mathur, Shri M. D,
Mehes, Shri J.R,
Mishra, Shr1 B.D,
Mushra, Shri Bibhuti
Mishra, Shrt L. N.
Mushrs, Shri R D,
Mohideen, Shri Gulam
Mohiuddin, Shri
Munisamy, Shri N. R.
Morarka, Sho
Muthukrishnan, Shei
Nadar, Shri P T,

Naug, Shri C, K,

Nutr, Shn Kuttikrishnan
Nailakoys, Shri
Manjapoa, Shri
Narayanssamy, Shri R.
Naikar, Shn P, S,
Nathavani, Shri

Nayar, Dr. Sushlla
Nehru, Shri Jawaharlal
Nehru, Shrunati Uma
Onkar Lai, Shri

Padem Dev, Shri
Palchoudhuri, Shrimati Ila
Panna Lal, Shn

Parmar, Shri Y. S.

Patel, Shrimati Maniben
Patel, Shri1 Rajeshwar
Prabimkar, Shri Naval
Radha Reman, Shri
Raghunath Singh, Shn
Raman, Shei M. H
Ramanands Tirths, Swami

Ramaswamy, ShriK.S.

. Ayes 180; Noes 47.

[18.06 hry
Ramaswamy, Shti P
Rameshwar Rao, Shri
Rampure, Shry M,
Ram Saran, Shn
Rane, Shri
Rangarao, Shri
Ruo, S E M.
Rao, Shr1 Hanmanth
Ray, Shrimats Renuka
Reddy, Shn Bali
Reddy, Shri Rami
Rup Narain, Shri
Sahu, Shri Rameshwar
Ssaigal, Sardar A S,
Salam, Shrs Abdul
Samanta, Shri S.C,
Sanganna, Shii
Sankarapandian, Shri
Sarhadi, Shr1 Aht Singh
Sen, Shny P. G,
Shakuntala Devi, Shrimatu
Shankaraiys, Shrt
Sharma, Paodit K. C.
Siddiah, Shry
Singh, Shri D. N,
Singh, Shri D P.
Singh, Shon K N.
Singh, Shri M. N.
Swgh, Shrt T N,
Sinha, Shr Anirudh
Sinha, Shei Satycadrs Narayan
Sinhae, Shri Satya Narayan
Subramanyam, Shn T,
Sumst Prasad, Shri
Sunder Lai, Shri
Swaran Singh, Sardar
Tahir, Shri Mohammed
Thimmaah, Shri
Thomay, Shr A. M,
Tiwar, She Babu Las
Tiwari, Sha R S.
Tiwary, Pandit D. N.
Tula Ram, Shn
Uike, Shn
Umrao Sungh, Shn
Upsadhyaya, Shri Shiva Dax
Varma Shri B. B.
Vedskumar, Kumari M.
Vishwanath Prasad, Shn
Vyus, Shri Radnelsl
Wadiwna, Shri
Wilson, Shri J. N.
Wodeyar, Shel
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Chandramani Kalo, Shri
Dasgupts, Shri B.

Det, Shri P. G.

Deo, Shri P. K.
Dharmalingam ,Shri
Gaikwad, Shri B. K.
Ghodasar, Shri Fatehuinh
Ghosal, Shri

Ghose, Shri Bimal
Ghose, Shri S.

Godsora, Shri S. C.
Gopalan, Shri A, K.
Gupta, Shri Sadhan

NOES

Jadhav, 8hrl
Kamble, Shei B, C
Katti, Shri D.A.
Krishneswami, Dr.
Kumaran, Shri
Kunhan, Shri
Mahanty, Shri
Manay, Shri
Matin, Shri

Menon, Shri Narayanankutty

Mullick, Shri B. C,
Nair, Shri Vasudevan
Nayar, Shn1 V. P.
Panigrahi, Shri
Parmar, Shri K. U,

ment) Bill

Patel, Shri P. R.
Patil, Shri Nana
Prodban, $hri B. C.
Rai, Shri Rhushwaqt
Rao, Shri D. v,

Rao, Shri T. B. Vittal
Reddy, Shri Nagi
Sampath, Shri B.V.K.
Soren, Shri
Sugandhi, Shri
Supekar, 5hri
Thevar, Shri
Vaipayee, Shri

Valwy, Shri

Verma, Shri Ramji

Imem, Shri Mohamed

Parvathi Keishnan, Shrimati

The motion was adopted.

FOREIGN FEXCHANGE REGULA-
TION (AMENDMENT) BILL

The Minister of Finance (8hri T. T.
Krishnamachari): 1 beg to move*:

“That the Bill further to amend
the Foreign Exchange Regulation
Act, 1947, be taken into con-
sideration’.

Dr. Krishnaswami (Chingleput): Let
the House have order. Some hon.
Membeis are leaving the House.

Shrl V. P, Nayar (Quilon): The
Minister is bringing Bill after Bill
hour safter hour,

Mr. Speaker: There is greater
enthusiasm in the Opposition.

Soon after a Bill is passed, I should
say ‘Let the House be cleared’, as 1
often say, ‘L.et the Lobbies be cleared’,
and then the hon. Minister in charge
of the next item of business may
start.

Shri T. T. Krishnamachari: The
main purpose of the Bill is to place
the Foreign Exchange Regulation Act
on a permanent footing. As it stands
at present, its life will expire on 31st
December 1957. When the Foreign

Exchange Regulation Bill was first
placed before the Legislative Assemb-
ly in 1946, the period for which it
would remain in force was not speci-
fled. Government'’s intention wuas
to make it permanent with a
view to safeguard our balance
of payments, but when the Bill went
before the Select Committee, it took
a more optimistic view, and thought
that world trade and economic condi-
tions would return to normal after
the initial postwar period. The Com-
mittee, therefore, recommended that
the duration of the Act be limited to
five years with powers to Govern-
ment to extend it for another three
vears. As the Act came into force
on the 25th March 1947, it would have
expired on the 24th March 1952. Gov-
ernment, however, came to Parlia-
ment which extended the Act till the
31st December, 1957. It will now ex-
pire on that date unless extended
again,

I have, therefore, come before this
House for an extension of the Act
without time-limit. Qur expectation
that world trade and economic condi-
tions would stabilise themselves after
the initial postwar period has not been
fulfilled. As the House is well aware,
our foreign exchange situation is still

*Moved with the recommendation of the President.
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very dificult and we have been com-
pelled to tighten ouxr exchange con-
trol in various directions. If the
trend of events in thig and other coun-
tries iz any guide, the shortage of
foreign exchange is likely to continue
ad infinitum. Our development pro-
gramme under the Five Year Plan
also compels us to husband our ex-
ternal resources properly. In these
circumstances the continuance of the
Foreign Exchange Regulation Act
seems unavoidable, and it is, there-
fore, proposed to place it on a perma-
nent footing by deleting the duration
clause. This, us I have already point-
ed out, is the main purpose of the
Bill

I am taking this opportunity for
certain other amendments which have
been dictated by the experience gain-
ed in the working of the Act over a
period of years,. The most important
af these amendments is the one pro-
viding for departmental inquiry and
adjudication of Foreign Exchange
offences by mn authority constituted
by Government on the lines of the Sea
Customs Act. Experience has shown
that successful prosecution of these
offences is not possible in many cases.
1t is difficult, for instance, to get legal
evidence in these cases which has to
be obtained from countries outside
India. It has also happened that com-
plaints flled in court for certain
offences have been leniently dealt
with by an imposition of nominal
fines. In these circumstances it ap-
pears advisable that contraventions
of the major provisions of the Act
should be allowed to be adjudged in
the same manner as the Customs
authorities have been doing under the
Sea Customs Act.

13-11 hrs,

111231

[MR. DepuTY-SPEAKER in the Chair]

Under this latter Act various Customs
Officers are empowered to impose
penalties for certain offences specified
in the Act. When it is the Customs
Collector dealing with the offence,
there is no limitation as to the penalty
10 be imposed, while for other sub-
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ordinate officers the Act lays down
certain limits up to which penalty can
be imposed. But, from these officers
an appeal goes to the Central Board
of Revenue. There is no further
appeal from the Board but the Cen-
tral Government can reverse or
medity the orders on an application
from the aggrieved party. I wish to
proceed on somewhat the same lines
in regard to the offences coming under
the Foreign Exchange Regulation Act
We have already a Director of En-
forcement functioning to deal with
cases arising out of these contraven-
tions. He will now be empowered to
adjudge some of the major offences
and impose penalties, but he will not
have unlimited powers as the Cus-
toms Collectors have under the Sea
Customs Act. He will be able to
levy a fine not exceeding three times
the value of foreign exchange involv-
ed in the violation or Rs. 3000 which-
ever is more. He will also be em-
powered to refer any case to court
instead of adjudicating himself, if
during enquiry he is of opinion, that
the penalty which he is empowered to
impose, would not be adequate and
a sentence of imprisonment is called
for to have deterrent effect. In the
cases dealt with by the adjudicating
officer, in addition to the fines im-
posed, he can conflscate goods, cur-
rency, security, gold, or silver involv-
ed in the contravention. He can also
order the repatriation of foreign hold-
ings, if any. Such repatriation is
essential as the whole object of ex-
change control is to conserve our
external resources.

I do not propose to empower any
other officer below the rank of Direc-
tor to adjudicate, because the number
of foreign exchange cases will not
be as large as the customs cases, at
any rate, that is our expectation. An
appeal will lie from the Director’s
orders to an Appellate Board consist-
ing of a Chairman and another mem-
ber. There will be no further appeal
from this Appellate Beard. I feel
that the imposition of penalties by the
adjudicating authority in the manner
indicated will prove to be more effec-
tive in checking foreign exchange
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offences than the present system of
prosecution for all types of cases.

The next amendment to which I
would like to draw the attention of
the House is to the new Section 13(a)
relating to the encashment of Gov-
ernment securities which are for the
time being payable in Pakistan. In a
number of cases in the past, Indians
engaged in business in Pakistan have
tried to transfer their funds in the
shape of these securities with the
intention of getting them cashed in
India. These securities which are at
present enfaced for payment in Pakis-
tan are presented to the Reserve Bank
for re-enforcement in India. This is
no doubt a violation of the Foreign
Exchange Regulation Act, and the
person concerned can be prosecuted.
But it is not open to the Reserve Bank
to refuse re-enfacement of the
securities for payment of interest in
India once they are presented for such
purpose.

I would like to make this position
clear to the House by explaining in
some detail the mechanism involved
in such re-enfacement. In the text
appearing on the face of these
securities, it is stated that payment of
interest etc. will be made at a parti-
cular Treasury in India, in most cases
at Fort William, Calcutta. Sometimes
the place of payment is changed
temporarily on the request of the
holder. The security is then re-enfac-
ed for payment at a Treasury other
than the one mentioned in the securi-
ty. This is a concession. Re-enfarce-
ment for payment at a Treasury in
Pakistan or any other country is also
a concession; but it is the legal right
of the holder to receive payment at
the Treasury originally specified in the
security. It is, therefore, not legally
possible to refuse re-enfacement of
the Government securities imported
into India. The purpose of this amend-
ment is to remove this lacuna and
take legal powers to enable the Re-
serve Bank of India to refuse encash-
ment of the securities. It is not the
intention of this amendment to pre-
vent every transfer of securities from
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other countries to India. All that is
intended is that such transfer will not
be permitted except with the permis-
gsion of the Reserve Bank. This per-
mission will of course be given in
cases which do not involve any viola-
tion of the Foreign Exchange Regula-
tion. But the amendment will help
Government to withhold permission
in a case where large scale transfer
of securities is deliberately intended
to the prejudice of India’s interests.

Another amendment to which I
must also draw the attention of the
House is the one prohibiting the tréns-
fer of shares or business interests by
a non-resident to another non-resi-
dent. TUnder the present regulations
no person resident in India can trans-
fer his shares or business interests
to a non-resident except with the per-
mission of the Reserve Bank. There
is no law to prevent the transfer tak-
ing place outside India between two
non-residents. The amendment has
been suggested with a view to pre-
vent foreign shareholders in a com-
pany incorporated in India from

transferring their interests to other
foreign nationals resident outside
India without our getting to know
about it.

There are two other amendments
concerned with the custody of docu-
ments seized as a result of a search
warrant and the inspection of books
of authorised dealers. At present the
documents which are seized under the
orders of a magistrate are kept in the
custody of the magistrate. Sometimes
it has happened that the seized docu-
ments have been returned to the party
on application even before the scru-
tiny was completed. This creates
difficulties in investigation. So, what
is proposed now to be done is to
allow custody of documents to the
Enforcement TUnit for a reasonable
pericd of time not exceeding four
months. This is exactly on the lines
of the British Exchange Control Act.
As far as the inspection of books of
authorised dealers is concerned, at
present the Reserve Bank or the En-
forcement Authority has to take



11127  Foreign Exchange

recourse to Section 35 of the Banking
Companies Act for such inspection,
which causes delay and inconvenience,
It is proposed to make a provision in
the Foreign Exchange Regulation Act
itself which would enable the Reserve
Bank or the Enforcement Authority to
carry out inspection without reference
to the Banking Companies Act.

The other amendments in this Bill
are comparatively minor. They are
either drafting changes or intended to
make certain definitions clearer. I do
not think I should take the time of
the House in explaining thege minor
matters. However, ] have explained
the main provisions of the Bill as
clearly as possible, and I commend the
motion to the House.

Mr, Deputy-Speaker: Motion moved:

“That the Bill further to amend
the Foreign Exchange Regulation
Act, 1847, be taken into considera-
tion.”

There is a motion for circulation in
the name of Shri Shree Narayan Das.
I find he is not present in the House.

Shri V. P. Nayar: Mr. Deputy-
Speaker, I submit that this Bill should
not be considered merely on the
wording of the various amendments.
This, no doubt, is a very important
measure, and 1t i1s essential in the
context that we are in today in res-
pect of foreign exchange, that we
should assess the Bill and also the Act
as it has worked all these 12 years
from that context.

I submit, if you consider the amend-
ments by themselves, possibly, what
the hon. Minister said, that some are
major and some are munor, is correct.
But, when we consider the provisions
of the Bill which is to be made perma-
nent, we must also have a considera-
tion in retrospect and find out what
has been the result of this Bill.

I find that under the existing Act
a number of rules have been laid
down covering almost every conceiv-
able aspect of regulating foreign ex-
chenge. ¥or example, I have the Re-
serve Bank’s Exchange Control
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Manual running into 200 ﬁges with
all meticulous details. No doubt, it
has to some extent exercised a little
control. But I want to ask this ques-
tion whether, despite such control, is
it not a fact that the country has
landed itself in a soup in respect of
foreign exchange. It is not merely a
question of having a control by mak-
ing certain regulations in the book
and adding on to it. It is really a
question of policy. It is not merely
a question whether a particular rule
empowers the Government and the
Reserve Bank to take cognizance of
an offence or to deal with it in a
proper manner; it is a question whe-
ther foreign exchange prices which we
find today are the result of the work-
ing of this Act or due to a lacuna in
it or whether they are attributable to
question of policy. 1 do not want to
dilate upon that because we have had
a discussion on that, but I say that,
with all the emphasis at my command,
it is because the policy has gone
wrong. It is not because of the lacuna
merely in the existing regulations that
the hon. Minister has to come for-
ward and say now, as he has said in
the Statement of Objects and Reasons,
that “India still continues to be short
of foreign exchange and it is neces-
sary to ensure that our foreign ex-
change resources are conserved in the
national interest”.

If this were true, and if this was
the state of affairs resulting from the
working of this Act, I do not think
almost the very same phrases, and the
very same woerds, would huve been
used by the hon. Mr. Liagat Ali Khan
when he moved the original Bill for
consideration. 1 find that my friend’s
Statement of Object and Reasons is
very much alike to what I find during
the discussion of the Bill in 10648 or
1947, when Mr. Liaqat Ali Khan mov-
ed the original Bill. I shall read only
one sentence to show that, at that
time, when moving the original Bill
for consideration, the same words
were used. This is what Mr. Liagat
Ali Khan said:

“Government have given very
careful consideration to this mat-
ter and they have come to the
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conclusion that it is necessary in
the mterests of India, not only
in the interests of Indis, but to
ensure that the best use is made
of our foreign exchange resources
in implementing our programimes
of industrialisation and develop-
ment of the country”.

[ do not find any difference from that
pronouncement, and for all these
years, after that original Bill was
passed, we find that this regulation is
in force. What is the result? It was
very deflnitely urged in the House at
that time, when Mr. Liagat Ali Khan
moved his Bill, that there should be
an overall emphasis on husbanding
the foreign exchange resources of this
country and directing it for certain
uses which are essential. It was
pointed out by eminent Members of
the House then that for the foreign
exchange which this country esrns
there should be an absolute control,
and that we should indulge only in
purchasex of the most essential arti-
cles. I find a very good speech of
Mr. Manu Subedar and incidentally
it might be interesting to the House
that Mr. Subedar referred to Mr.
Ayyangar also—possibly it was our
respected Speaker who was a Mem-
ber of the House. Of course, the way
‘n which it is referred to is very
interesting. It appears that it was on
account of certain articles the
emphasis on which, as a consumer
good, was stressed by Mr. Manu Sube-
dar. In pressing his claims for con-
trol, he said-—I shall just read one
sentence because it is interesting, after
twelve years-—

“For example, the lip-sticks
referred to by my hon. friend, Mr.
Ayyangar, who keeps observing
lip-sticks everywhere, would have
to be checked”.

Even in that context, in 1846 or
1947—

Mr, Deputy-Speaker: Does it apply
now to the hon. Member?
Shri V. P. Nayar: Yes; — it does not

apply to me. It applies to so many
others.
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Mr. Deputy-Speaker: He should not
change his ground now.

Shri V. P. Nayar: I could not hear
you. My object in saying this is only
because of this: 1n his statement given
in reply to the debate the other day,
the hon. Minister of Commerce and
Industry gave out some figures to
show how we have been spending our
foreign exchange. He quoted that in
1952 we had spent Rs. 360 crores oaly
for consumer goods which includes, as
you know, lip-sticks, hair-oils, dyes
and what not. In 1953, it came down
to Rs. 221 crores. In 1954, it was Ras.
211 crores. In 1085, it was Rs. 200
crores and in 1956, Rs. 183 crores. My
submission is that during these five
years, the years of the first Five Year
Plan, despite the foreign exchange
regulation and control, due to defec-
tive policy, we have been forced to
import articles to the total worth of
Rs. 1,185 crores as consumer goods,
not an inconsiderable sum, at any rate,
in the context of developing economy.
Even as early as 1946, Mr. Liagqat Al
Khan said that,—when he brought
forward such a measure—we have to
conserve every effort in what we earn
outside, while in the years to follow,
we find that Rs. 1,185 crores are spent,
as admitted by the Minister himself.

Now, I want the House to consider
what the difficulties in foreign ex-
change regulations are due to. I am
not going to give out the reasons, be-
cause they will be questioned and
they will not be accepted, It is the
Reserve Bank which makes an unaly-
sis of it. 1 want to emphasise that it
1s not merely a question of the rules
and regulations which are to deter-
mine the exact nature of the foreign
exchange, but it is a question of policy.
The Reserve Bank, in its report in
Currency and Finance at page 73, gave
some reasons for the difficulties in
the import situation. It says—I ghall
not read much of it because it will
take & long time and I shall give only
a summary of it—that one of the
reasons is, an “unexpectedly high
tempo of industrial activity and the
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absence of adeguate phasing of im-
ports, and secondly, some under-
estimation in the import content of
the Plan, particularly, in regard to
iron and steel, the larger import of
foodgrains and "the cumulative effect
—mark these words, ‘cumulative
effect'—of successive liberalisation of
import policy in the past".

So, we cannot contend now with the
thought that the difficulties arise be-
cause the foreign exchange regula-
tions did not work. 1 wish to come
to that immediately. My point is that
when we consider making a perma-
nent statute like this, we must neces-
surily also consider whether it is a
result of any lacuna in the existing
legislation or whether it is not due to
& defective policy. 1 hold that it is
the latter and now I shall come to the
present policy.

Now, I do not know what the Minis-
ter proposes to do. I do not have the
machinery to know it. If the hon,
Minister were to ask me, I am prepar-
ed to agree with the hon. Minister and
take adequate steps, provided he gives
me an indication or exact informa-
tion as to what can be done. As it
is. I submit it is not possible for me
for the simple reason that I do not
happen to be in the Government. I
do not have anything to do with the
exchange banks nor do I have any-
thing to do with the Reserve Bank.
We can only throw some suggestions
from our experience and also request
the Minister to consider them, whether
by using his machinery, or using the
machinery at his disposal and the
machinery at the disposal of the Re-
serve Bank, and take into account
what suggestions we give and then
find out remedies.

When we are asked to approve this
Bill. the hon, Minister says in his
Statement of Objects and Reasons:

“The experience gained in the
working of the Foreign Exchange
Regulation Act has brought to
light certain lacunae which ham-
per proper administration of the
Aet.,..”
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We do not just, know what these
lacunae are. We do not, as a matiar
of fact, know how many cases of
infringement of these regulations
have been taken up. We do not know,
and there is no indication at all from
any of the publications we have ra-
ceived, as regards the modus operandi
of evasion. But we know, as a matter
of fact, that foreign exchange rules,
however rigid they are, however
strict they are, are being evaded by
a set of very crafty people not by
hock undoubtedly but by crock. How
is it done? I can give him some sug-
gestions. I have referred to this pre-
viously also, and the hon. Minister
gave the reply, in the case of cne
company, where the person imported
the goods at the price prevailing in
London from where he imported them.
When 1 asked question about it, the
hon, Minister readily confessed his
inability to know what was the price
prevailing in London. He said that he
had no machinery. 1 remember that
very well and I also appreciate his
inability. But, now, take the case of
one company. I can give him the
modus operandi and I am positive that
many people are evading the provi-
sions, however, strict they are, by
resorting to that method, Just imagine
a case of a firm having an office in
Calcutta. I am not referring to the
case of the firm of integrity and
honesty to which my comrade Shri
Sadhan Gupta, referred to the other
day. I am referring to a very simple
case. There is a firm A in Calcutta,
having its head office in Calcutta and
an office in London. A sends from
Calcutta, to its branch in London, a
certain commodity, say, jute—one of
the commodities which normally go
from Calcutta port. In making an
invoice, it is open to them to have
the invoice rate slightly below the
market rate in Calcutta. They may
even go to the extent of saying that
it it is really the first quality jute
which they are sending, they might
enter in the invoice that it is “second
quality jute”, “slightly damaged” or
“not quite good to be exported” or
something like that. They may quote
even £25. There is nothing in law
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which prevents them from invoicing
to their branch at the rate of £ 20.
Imagine that if they send 5,000 tons,
their invoice is only at the rate of
20, while in London, through their
office, where they sell, there is noth-
ing, so far as I understand, to prevent
them from selling at £25 and keeping
the balance of £5 per every ton In a
separate account.

Then you know, Sir, these mer-
chants can use codes,—Bentley's code,
etc. There are ever so many codes.
Is there any machinery with the Re-
serve Bank to decypher these codes in
order to find out the veracity of the
invoices. Certainly mnot to my
knowledge.

Take the other case. There is a
firm in L.ondon with its head office
there and branch in India. There are
many firms like that. They send their
articles to India. Supposing they send
some chemicals. The market rate of
that particular chemical in London
need not be the rate at which the in-
voice is sent to India. In this way,
i? at London the price is £28, there is
nothing in law which prevents that
particular firmn sending a consignment
of the same chemical to India and
Quote it at £30. We know there are
several cases Many big firms mnccord-
ing to my knowledge have been haul-
ed up alse. Somehow they escape as
always they de In sending goods to
India they over-invoice, If the modus
operandi fn respect of a firm having
an agency in London is to under-
invoice the goods in order to take
away more of our sterling, the firm
with its head office in London and
branch in India is to over-invoice it
This is happening every day.

Let me get an assurance from the
hon. Minister that everything possible
has been done and no such thing hap-
pens. I am sure that it is not possible
for him. He has his limitation in this
particular respect. So, I am pointing
out only one instance to show that
with all these rules and regulation, it
is not possible to be as clever as those
who want to evade these rules. They
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have all the skills and tools at their
disposal to evade, whatever be the
strictness of & particular rule which
Government wants to impose. The
result is that whether it iz In our
import or in our export, we happen to
lose very valuable foreign exchange.
We have been losing it all these years
and we are going to continue losing,
unless some step is taken. 1 cannot
suggest any, but I am prepared if the
hon. the Finance Minister will con-
descent to accept my suggestion to sit
with him and find out the ways and
means.

Then, Sir, there is another difficulty.
I want to refer how exchange transac-
tions are made, Sir, it will be sur-
prising to most of the Members here
to know that the exchange rate of
different currencies in terms of
Indian rupee is not a matter of stipula-
tion by the Reserve Bank. The Re-
serve Bank has all the powers of the
rules. But the exchange rates are
specified by the Association, the Ex-
change Banks' Asscciation, whose
President gives a declaration that the
dollar today shall have such and such
value in rupees or the pound has such
and such value in rupees. And to my
amazement, I understand that even
1n one particular city it might vary
from customer to customer and from
day to day. If today I want so many
pounds I will be quoted a particular
rate; if my hon. friend wants so many
pounds, he will have a different rate.
If tomorrow I happen to go to the
same bank the rate may be different.
I thought that it may not be quite
true, but I have evidence that this is
what is being done.

I want to refer to the Reserve Bank
Exchange Control Manual—Page 2 of
—the Introduction-—where I find—
this observation:

“Section 4(2) of the Foreign
Exchange Regulation Act, 1947,
lays down that all transactions of
foreign exchange shall be done at
rates authorised by the Reserve
Bank of India. The rates of ex-
change which the Reserve Bank
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this behalf are those published by
the Exchange Banks' Association
at Calcutta.”

Why is it that it is not possible for
Government even at this very critical
hour, to fix a rate? We know that
the entire foreign exchange business
is a business of speculation. Nobody
can deny it. The exchange bank takes
money from their overseas head office
and at ® time when we can afford to
pay a lttle more interest, they take
all the mterest. Even in transactions
from party to party, even in transac-
tions with the same party on the same
day, two rates prevail for a particular
currency.

These foreign exchange banks are
completely dominated by foreign
interests. I understand from my hon.
friend Shri Prabhat Kar that about
80 per cent of the exchange business
is in the hands of foreign banks. I
do not find anybody from the other
side championing the cause of the
Indian banks in this respect. Eighty
per cent of the foreign exchange
transactions are controlled by a group
ot foreign financiers who operate
through their banks 1n India, and

create vanations in the exchange
rates.

And what is worse is that Govern-
ment have nao control even in asking
them to Iimit sending their profits
Is there any regulation by which Gov-
ernment can prevent the remittance of
profits arboad? This is a very im-
portant question. It is no good saying
as the hon, the Commerce and Indus-
try Minister does. The other day the
hon. Commerce Minister went to
Madras and said that the foreign ex-
change crisis is really God-send. It is
bound to increase our production. I
ask humbly: could anything be more
ridiculous than that? On the one hand
at Madras a prominent Minister of
Government says that there is nothing
to fear about the foreign exchange
crisis; on the other hand it is going
to improve production in the country.
Here only two or three days back the
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hon. the Finance Minister desphe his
very heavy works in this session has-
to come forward and introduces this
Bill, stating thai there is a crisis in
foreign. exchange. This is not the way
in which the foreign exchange situa-
tion has to be tackled.

I know the usefulness of these rules.
I would ask the Finance Minister: has-
he made all enquiries. The other day,
Mr. Deputy-Speaker, you will remem-
ber that at the border there was a case
of smugghng currency. Some foreign
diplomat who comes here manages to
get Rs. 20 lakhs of Indian currency.
How? Is it possible for a man to come
all the way from Africa or America
or Cuba and then land in India with.
a ton of our notes? Does it not suggest
even to ordinary commonsense that
there is somebody in India behind it?
It is all common knowledge, Sir. My
hon. friend was yesterday telling me:
that even without the Reserve Bank's
permission one of his esteemed friends
in the Cabinet had a trip to London
these days.

It is not necessary. If I want to go
to London, I go to a particular house
No 1n Calcutta, pay 20 per cent. more
than the exchange rate, get a small
chit from him and I can afford to live
in any hotel in London or United
States, because in that chit there is an
indication that they have received so
much money in the Calcutta office,
therefore, sterling or dollar of equva-
lent value should be released from
private accounts of that particular
company cither in London or Washing-
ton. I can give the hon. Minister an
example, a very glaring example of
what has already been published in
the Mysteries of Birla House, that
famous publication. I am prepared to
give Government any power which.
they want to control foreign exchange
to prevent the racket in foreign ex-
change and also to punish the guilty
to the maximum extent. In fact, I
want the fine to be Rs. 50,000 and the
imprisonment to be for three years,
not one year. But he should take
us into confidence and say: “Look
here, this is the actual position.” Where-
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i the lacuna? It is almost the same as
we had. For twelve Jyears we have
peen working. The foreign exchange
position 18 not happy today, Itis in
& crisis and we suggest some changes.
But without taking anyone into  his
confidence and saying that this is the
way in which a particular rule has
been offended, or evaded, and the
manner in which it should be made
tighter, he wants to amend the law.
We want the law to be made tight so
far as the firms operating in Bombay
or Calcutta are concerned, who have
evaded and taken advantage of a
particular lacuna in a section and
cheated Government to the tune of so
many thousands of pounds and dol-
lars. So, I submit in all earnestness
that the hon. Finance Minister may
be pleased to give us details so  that
we may put our heads together in a
situation of crisis. It is not an ordi-
nary crisis which we see today.

The hon. Finance Minister himsel?
was obliged to say the other day that
in view of this crisis, it may be that
we will have to give the go-by to
any national project, which does not
strictly come within what you call the
core of the Plan. When such is  the
crisis, Government ought to have taken
us into greater confidence and should
have told us that "this is the parti-
cular lacuna: we admit that the policy
has been wrong; let us all sit together
and evolve means by which there will
be foolproof rules.” I may tell the
hon. Finance Minister that those who
want to evade these rules are very
very clever people; they are not ordi-
nary fools. They can outwit even my
esteemed friend, the Finance Minister.
He has made the rules in a clever way,
but they will be more clever in evadi-
ing the rules. He knows how they can
evaide or avoid the rules

I submit, therefore, that the Gov-
ernment ought to change its attitude.
No doubt certain amendments which
are here are welcome, As I said, we
will always support the Government
and give the Government even blanket
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powers, if it comes to a question aof
preventing the misuse of foreign ex-
change, which our country cannot
afford in the present context. So, I
submit that the hon. Finance Minister
should take an overall view of the
situation and think of ways and means
by which such offences can be pre-
vented, without any exception. He
should make not merely these rules,
but rules which should make it
impossible for any crafty traitor or
crook to evade them. I am using that
word, because anybody who commits
the slightest offence in foreign
exchange 1s now to be named as a
traitor to the country. He should be
given no chance at all,

If my hon. friend is interested in
having more money, here is an ex-
ample. Take the case of tea. I do not
want to tire the House with figures,
because you have been ringing the
bell twice, though I have a lot of
material. For India tea is perhaps
the largest foreign exchange earner.
We send tea to London after the Cal-
cutta auctions or the Cochin auctions.
From London the tea 1s sent to the
continental countries. 1 understand
that a pound of tea m West Germany
will cost not less than Rs. 10, The
London trader sends it to the continen-
tal countries, from where it goes to
Iran and Egypt. We do not have a
direct deal with those countries. When
the crisis is so acute. when the foreign
exchange resources position is so tight,
why is it not possible for the Govern-
ment which has the State Trading
Corporation today definitely for this
purpose, of taking over the foreign
trade wherever it impinges on the
economic activities of the country to
the country's detriment, to take over
the tea trade.

We are supposed to have friendly
relations with many countries and tea
1s not a commodity which is seasonal.
‘Whether it is winter, spring, summer
or autumn, people have to take tea. So,
if the Government wants to have some
resources by way of foreign exchange,
we can mop up that profit or at least
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we could have sold it to other coun-
tries at a lesser profit and increased
the potential of trade. We know what
has resulted fromn American consump-
tion of tea, after we had the propa-
ganda there. We can have such a
propaganda in Europe and other coun-
tries. But the point is those people
who control the estates here, who
control 85 per cent. of the auctions
either in Cochin or in  Calcutts,
and who again control the auctions
in London happen to be almost the
same interests. The same interests
control the entire circulation and in
that process, they take more and more
of profits away from our country
much to the serious detriment of our
foreign exchange position. If the Gov-
ernment are serious in improving the
foreign exchange position, we have
many suggestions like this. But 1
wonder whether the hon. Minister
will pay any attention to this at all,
because it comes from our side. They
have been forced to accept many
things which we on this side said in
1853. I would request the hon. Minis-
ter to consider this fact also, that,
when he tries to have a set of fool-
proof rules, he should also ftry to
assess the situation from the year in
which this Act was originally passed.

Pandit Thakur Das Bhargava (His-
sar): I have heard with great interest
my hen. friend who preceded me. He
has given many examples of the man-
ner in which this Act is contravened.
Unfortunately I am not familiar with
any of those matters which he has
referred to. But I want to submit to
the House that this is a matter of an
absolutely different character. I was
present in the House when the original
Bill was passed and I have studied
the Foreign Exchange Regulation Act.
I have also seen the relevant provisions
of the Sea Customs Act as also the
Bill before us.

1t has been stated in the Statement
of Objects and Reasons as follows:

“The experience gained in the
working of the Foreign Exchange
Regulation Act has brought to
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light certain lasunae which ham-
per proper administration of the
Act and the investigations and the
legal proceedings thereunder. This
opportunity is, therefore, being
taken to carry out certain other
amendments in the Act with a
view to remove these defects. The
most important of these amend-
ments is the one providing for
departmental inquiry and
adjudication of foreign exchange
offences by an authority consti-
tuted by Government on the lines
of the Sea Customs Act.”

I propose to examine this question of
the new authorities being constituted
and compare them with what they
are in the Sea Customs Act and how
they are different in this Act, because
as was complained by Mr. Nayar, 1
have aiso got this complaint that for
the last ten years this Act has been
in operation and we have not been
told in how many cases these rules
were contravened, how the authorities
constituted under this Act worked and
what has happened to justity the
change in the entire structure of the
authorities of investigation as well as
the trying authorities.

My humble submission igs-—and I
find th:s in many Acts brought before
this House—that there is a tendency
that the ordinary courts of this land
are not allowed to work in the ordi-
nary manner, Se¢ far as I under-
stand, it is the essence of democracy
that the courts in a country should
decide the fate of all the matters re-
lating to the rights, transactions and
matters relating to the acts of the
inhabitants of that country. In
that matter also, special courts
and special laws are generally
taboo. The essence of democracy is
that the law of the land should pre-
vail in every matter, the ordinary
courts in the country should function,
unless there be special circumstances
relating to any special matter, In
all other cages, the ordinary courts
in the country should have the
power to decide all such matters.
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1 find that so far as the offences
under the Foreign Exchange Regula-
tico Act are concerned whatever may
be the complexity of the situation
and the operations of those who
control this law, so far as the courts
are concerned, only very simple
questions come before the courts.
Kindly see sections 4, 5, 8 and 12
which are specially referred to in this
amendment of section 23. They deal
with very simple matters. Section 4
deals with the question of buying,
selling, borrowing etc. The offence
under section 4 is very simple, whether
a person has bought or borrowed or
exchanged or sold, etc. Section 5 only
deals with payments outside the coun-
try and inside the country; nothing
else. There is nothing technical about
it, nothing very difficult or compli-
cated about it. It is a very simple
question which the courts are called
upon to adjudicate.

Similarly, if you see section 9, 1t
deals with acquisition by Central Gov-
ernment of foreign exchange. Any
person who owns foreign exchange
can be asked to sell it to the Govern-
ment under section 8. Section 12 also
relates to payment and it does not
deal with any complicated cases. But
still we find that, in regard to offences
of contravention in these four cases,
section 23 is going to be changed.

The new section 23D reads as
follows:

“(1) For the purpose of adyudg-
ing under clause (a) of sub-sec-
tion (1) of section 23, whether
any person has committed a con-
travention, the Director of En-
forcement shall hold an inquiry in
the prescribed manner after giving
that person a reasonable oppor-
tunity of being heard and if, on
such inquiry, he is satisfied that
the person has committed the con-
travention, he may impose such
penalty as he thinks fit in accor-
rance with the provisions of the
sald section 23;"
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. My humble submission is this. How
we understand the general law in
this land is, there is an agency called
the police—call it by any name—which
is charged with the duty of collection
of evidence and sundry other matters.
After they have gone through that
process, they bring the case before the
court. It is the court which adjudges
the guilt of any person. This gentle-
man, the new offlcer Director of En-
forcement 1s to adjudge here the guilt
and not to collect evidence only. Icall
him new officer because he ig8 no-
where else mentioned in the Act. I am
not supposed to know what is not
given in this Act. I do not know about
any of the transactions here. 1t is said
that this new officer, after an inquiry,
would adjudicate on the guilt of a
person and go so far as to punish him.
This is mentioned in the section itself.
It is said:

“(l) If any person contravenes
the provisions of section 4, section
5, section 8 or sub-section (2) of
section 12 or of any rule, direction
or order made thereunder, he
shall—

(a) be liable to such penalty
not exceeding three times the
value of the foreign exchange in
respect of which the contravention
has taken place, or five thousand
rupees whichever is more, as
may be adjudged by the Director
of Enforcement in the manner
hereinafter provided or

(b) upon conviction by a Court,
be punishable with imprisonment
for a term which may extend to
two years, or with fine, or with
both.”

That is the alternative. If the Direc-
tor of Enforcement punishes a person
with a penalty of Rs, 5000, he shsall
be free from the consequence of his
acts. The courts come into play in the
alternative course. The case will be
brought to the Court if the Director
wants it. Otherwise, he can decide
it. This means, any offence may be
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committed and the Executive officer
may decide the case provided the ac-
cused is able to pay Rs. 5000. This
is commercialising crimes. I have
found it in many other places. What
bappens under the Income-tax Act?
The power to compound is given to
certain officers. When we were dis-
cussing the Expenditure Tax Bill when
it was sent to the Select Committee, 1
brought it to the notice of the hon.
Finance Minister that, as a matter of
fact, as long as we do not make im-
prisonment compulsory in cases of
this nature when the Income-tax Act
18 coniravened, you will nevey
succeed in punishing crime, I find
everywhere this tendency. If money
«could be got out of the accused, by
some officer, well and good. He is let
«off. This kind of administer:ng the
laws is not the way of punishing
people. You will never succeed if you
go on hke this. This 1s a device to
mulct the people with money and let
them off. He may get Rs. 5,000 and
the matter may not be brought to
court.
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This is not all. There is a curious
provision which is sought to be put in
here on the alleged basis of Sea Cus-
toms Act. Section 23 F runs thus:

“1f any person fails to pay the
penalty 1mposed by the Director
of Enforcement or the Appellate
Board or fails to comply with any
of their directions or orders, he
shall, on conviction before a Court,
be punishable with imprisonment
for a term which may extend to
two years or with fine, or with
both.”

This is unprecedented, unheard of.
You make it a crime. 'The man does
not pay the fine. You then place him
before the court. This non-payment
of fine is made an offence. He cen be
sentenced to two years for this new
fangled offence. Then there is g special
Board of appeal. We are fed with
‘Special courts. We do not want
Special courts in this country. We
«want the ordinary courts to do this
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work unhampered, unimpeded. Section
23E says:

“(1) The Central Government
may, by notification in the Official
Gazette, constitute an  Appellate
Board to be called the Foreign Ex-
change Regulation  Appellate
Board consisting of a Chairman
and another member to be appoin-
ted by the Central Government
for hearing appeals against the
orders of the Director of Enforce-
ment made under section 23.”

There will be two kinds of courts:
the ordinary courts before which
these cases will be taken, the appellate
court, the Sessions Court, High Court,
etc.,, and the Director of Enforcement
and Specia]l Appellate Board before
which appeals from the Orders of the
Direcor of Enforcement will be heard.
It either the Director of Enforcement
or the Special Court give an order and
that order is not complied with by the
person against whom the order is
made, he will have to be put up again
before the court and convicted for
two years, because he has not complied
with the orders. This i1s unheard of.
Even under the Sea Customs Act, what
happens is this. This provision is alle-
ged to have been taken from the Sea
Customs Act. Section 193 of the Sea
Customs Act says:

“When a penalty or increased
rate of duty is adjudged against
any person under this Act by any
officer of Customs, such officer, if
such penalty or increased rate be
not paid, may levy the same by
sale of any goods of the said per-
son which may be in his charge or
in the charge of any other officer
of Customs.

“When any officer of Customs
who has adjudged a penalty or in-
creased rate of duty against an$
person under this Act is unable to
realise the unpaid amount thereof
from such goods, such officer may
notify in writing to any Magistrate
within the local limits of whose
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jurisdiction such perscn or any
goods belonging to him may Dbe,
the name and residence of the said
person and the amount of penalty
or increased rate of duty unre-
covered; and such Magistrate shall
thereupon preceed to enforce pay-
ment of the said amount in  like
manne~ as if such penalty or in-
creased -ate has been a fine inflic-
ted by humseld.”

I can understand this. Under the
Criminal Procedure Code, in the law
of the land, a machinery has been
provided by which every criminal
court realises filnes, That machinery
ought to be enough. When a person
has been fined in any manner, the
machinery is provided there and that
machinery is fairly effective. To give
him another two years’ imprisonment
because he does not pay the penalty
is rather too much. I do not think it
is justiied by any rule of jurispru-
dence.

Let us see what are the crimes under
the Sea Customs Act, and what are
the crimes under this Act. As you
know, under the Sea Customs Act, in
section 167 a very large number of
offences are described which are things
af a technical nature and which from
time immemorial have been treated as
such, which deal with matters on the
sea and all that. If you go through
the section, you will find that they are
certainly cof a technical nature. As
such, #f an Executive officer decides
them, he will do it in 8 manner which
will be expeditious and at the same
time, he will do the right justice
None of the matters which are men-
tioned in this Act are of this nature
at all. For the last ten years, they
have been decided by the couris.
Unless my hon. friend makes out a case
that these courts have failed and they
ard of such a nature thatfull justice
has not been done, the House should be
loath to have a special court and a
special appellate court or a  special
Officer. You add to the number of
officers of whom we have got too many
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nowadays. We find that the cost of
administration is rising. Another
court like the Director of mtome-
ment is quite unnecessary.

Apart from that, I do not know it
this Act has worked well. It was for
the hon. “Minister to bring to the
notice of the House in what manner
the courts have failed, and why bhe
wants this to be done. The Sea Cus-
toms Act authorises certain of its
officers to decide matters. The Collec-
tor or the Executive officer becomes
the judge in his own case. These are
the basic dificulties in my way. I for
one have been brought up in traditions
in which it is iaid down that no person
shall be a judge in his own case.
Therefore, the police officer is not
allowed to be the judge and the matter
goes to the court. Even supposing a
court is in charge of excise duty
department etc., the rulings are that
the officer has got a personal interest
in the case and the matter is not taken
before him. We must have a court
which has absolutely got no interest in
the matter, departmental or otherwise.
If officers whose duty is to detect
offences become judges there is an end
of justice. Therefore, my humble sub-
mission is that unless by tradition or
by long practice such a course is
established, we cannot devise it in a
day and say that in all future Acts and
laws that we make here the person
who adjudges the guilt is the officer
himself

14 hrs.

As a matter of fact, there are so
many checks and so many safeguards
given in the Sea Customs Act and
none of them we find here in this
Bill. If vou see section 182 you will
be pleased to see that it practically
provides what cases are to be decided
and to what extent these powers are
given. It reads:

“In every case, except the cases
mentioned in section 167, Nos. 26,
72, apd 74 to 76, both inclusive, in
whicfi, under this Act, anything is
liable to confiscation or to increas-
ed rates of duty or to any
penalty.” .
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In section 187 a large number of
offences are given. These are incidents
of certain offences only. Then what
happens?

“..such confilscation, increased
rate of duty or penalty may be ad-
judged—

(a) without limit, by a Deputy
Commissioner or Deputy Collec-
tor of Customs, or a Customs-col-
lector;”

The words are “without limit”. Then
it reads:

“(b) up to confiscation of goods
not exceeding two hundred and
fitty rupees in value, and imposi-
tion of penalty or increased duty,
not exceeding one hundred rupees,
by an Assistant Commissioner or
Assistant Collector of Customs;

(c) up to confiscation of goods not
exceeding fifty rupees in value, and
imposition of penalty or increas-
ed duty not exceeding ten rupees,
by such other subordinate officers
of Customs as the Chief Customs
authority may, from time to time,
empower in that behalf in virtue
of their office.”

That is not all. Even if the officer
decides a matter like this. Then there
are so many safeguards. Section 190
says:

“If upon consideration of the
circumstances under which any
penalty, increased rate of duty or
confiscation has been adjudged
under this Act by an officer of
Customs, the Chief Customs-autho-
rity is of opinion that such
penalty, increased rate or confis-
cation oupght to be remitted in
whole or in part, or commuted,
such authority may remit
the same or any portion
therecf, or may, with  the
consent of the owner of any goods
ordered to be conflscated, commute
the order of confiscation to a pen-
alty not exceeding the value of
such goods.”
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This is a very simple provision. This
is not in the nature of adiudging gwil¢
and fining a person Rs. 5,000/- First
of all an appeal is provided agminst
the order under Section 158. Then
Section 180 provides a curb. The next
curb is under 190A which reads:

“(1) The Chief Customs-autho~
rity may of it own motion or
otherwise call for and examine the
record of any proceedings in which
an officer of Customs has passad
any decision or order under this
Act for the purpose of satisfying
itselt as to the legality or pro-
priety of any such decision or
order and may pass such order
thereon as it thinks fit;”

This is the revisional power. Them
there is the appellate power. That is
not all. Again, there is section 191,
which reads:

“The Central Government may,
on the application of any person
aggrieved by any decision or order,
passed under this Act by any offi-
cer of Customs or Chief Customs
authority, and from which no
appeal lies, reverse or modify such
decision or order.”

Therefore, I am submitting that very
restricted powers are given under the
Sea Customs Act to particular officers
only and then the amount is restricted
so far as confiscation etc. are concern-
ed. Then there is appeal, revision and
over revision, I should say. If it comes
to the notice of any of those autho-
rities, it can be rectified.

But here, under sections 4, 5 and ®&
the director of enforcement can
straightway fine Rs, 5,000-. There-
fore, my humble submission to the
Finance Minister is that unless this Bill
has failed to be effective and useful,
or has not delivered the goods, as it
was expected to do, and has not
served any purpose then alone he
can think of change. I am against
the constitution of special tribu-
nals when the ordinary courts are
acquitting their work well. 8o, I am
very much lcath to give new powers
to new kinds of officers and new kinds
of courts. And the analogy that has
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been given in respect of the Sea Cus-
toms Act, I am sorry to say, is not
applicable. The Sea Customs Act, as I
pointed out, has been in the Statute
Book for a very long time. 1 think
that Act was passed in 1878. From
that time, it is there. So, there is
absolutely no comparison between the
two. In the end, I would beg of the
Finance Minister to reconsider section
23(f) which, to my mind, is very
sweeping in its nature. Under this
section, if a person who is fined does
not pay the fine, he is brought before
the court and is liable to be sent to
jail for 2 years.

Shri Hajarnavis (Bhandara): Mr.
Deputy-Speaker, I will confine my re-
marks to the main objection, which has
been raised against the amendments
by my hon. friend, Pandit Thakur Das
Bhargava. The proposed amendments
have incurred his wrath because a
special procedure for trial before a
special tribunal is being devised and
the executive officer is now being
armed with authority to impose a very
large fine He thinks that there is no
justification for such a procedure. He
thinks that the procedure under the
Sea Customs Act is inapplicable and
he is of opinion that this being an
«offence, cught to come before the ordi-
nary courts to be tried in accordance
with the ordinary procedure. 1 be-
lieve his objection is based upon what
is called the Rule of Law.

But my hon. friend knows that
much water has flown under the
bridge since Professor Dicey lectured
at Oxford some time after 1880 and
2ven Dicey himself, sometime 1n 1912,
partially recanted his earlier observa-
tions. The sole question is how the
foreign exchange is to be successfully
Tegulated For this purpose, Govern-
ment is entitled to arm themselves by
<certain powers by which fines will be
imposed in order to deter people from
committing breaches against the law.
For this purpose, we might address
ourselves to this question: are the
«ordinary courts, where the procedure
ds governed by the Crimnial Procedure
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Code, the best courts and is the pro-
cedure of the ordinary courts the
appropriate procedure or, as Mr.
Thakur Das Bhargava himself pointed
out, the procedure which has been
followed for a very long time under
the Ses Customs Act the appropriate
procedure? Here we might remember
that we are not dealing with crimes
which involve any moral turpitude.
This becomes an offence because the
law prohibits the commission of this
act, in the sense, that though these
transactions were perfectly legal
transactions, normal tirade transac-
tions, in view of the economic re-
lations of our country at thi» stage,
law prohibits them. The law places
certain restrictions upon what may be
called perfectly legal normal trade re-
lations in view of the economic
circumstances in which this
country finds itself. This s
merely a case of malum prohibitum.
Thus is not an act which in itself is a
crime. Here the act that is being pro-
hibited is being prohibited in the in-
terest of revenue. Therefore, to these
types of cases which deal merely
with offences that are acts which are
prohibited for the purpose of regulat-
ing the trade relations or for
collecting revenue, we cannot
apply the principles of criminal juris-
prudence In all the Acts, the taxing
officers themselves are given power of
imposing penalty which may be as
lareg as or larger than the amount of
tax itself.

Now, such a provision has not been
so far attacked anywhere as contra-
vening any of the principles on which
criminal jurisdprudence is founded.
For instance, the Income-tax Act says
that an 1income-tax officer may impose
a penalty which may be 1§ times the
tax itself.

So far as the Sea Customs Act itself
is concerned, my hon, friend Pandit
Thakur Das Bhargava probably knows
that the matter went to the Privy
Council in the Mask Company’s case
where they upheld the procedure
which was being followed and the
orders which were being pasgsed undes
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the Sea Customs Act. Not only that.
The Privy Council went further and
said that these orders which were
made by the officers were immune
from any collateral challenge in the
etvil courts.

In the Supreme Court,—I am only
qQuoting from memory—the Sea Cus-
toms Act was the subject of a decision
by it, and probably the cbjection that
was raised was exactly along the lines
mentioned by Pandit Thakur Das
Bhargava today. The Supreme Court
in its judgement overruled these ob-
jections and said that though the words
“offence” and “punishment” may have
been used, these are not really offen-
ces, thece are not punishments, but
these are breaches of the regu-
latory enactment. The executive
Government which is enforcing the
regulations surely always has the
power to overlook the breaches pro-
vided money compensation is paid.
There is nothing wrong in it, and
therefore, I submit that in bringing
forward this Bill, the Government
have not in any way transgressed any
of the principles of jurisprudence.

11183

So far as the proposed section 23F
is conaerned, it is absolutely necessary.
If you take 1t out, where 1s the
enforcement, where is the machinery,
where is the sanction for enforcing
any penalty which has been imposed
by the Director of Enforcement?
Pandit Thakur Das Bhargava will
remember that there is a section—
I am quoting again from memory—
probably 24 of the General Clauses
Act which says that wherever
a fine has been imposed, the
provisions of section 63 onwards of the
Penal Code become applicaple, and
that it may be recovered in{the same
manner as if it was.a penalty imposed
by the Penal Code. In the absence of
such a provision in this Act, a provi-
sion like 23F was absolutely necessary,

Therefore, I suggest that both these
objections are not substantial and
Government may proceed with this
Bill.

Shri P. R. Patel (Mehsana): This
Act was to expire on the 31st Decem-
ber, 1957 and s the amendment was
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necessary. Howerver, there are other
amendments. I fail to understand
why these amendments were not
brought during the last ten years. Ths
Act was passed in 1947 and then it was
implemented and after ten years the
Government is coming before us saying
that there are loopholes and lacunae
and so the amendments are necessary.
However, 1 am happy that the Gov-
ernment, at least after ten years, is
coming forward to cure the lacunae
and loopholes.

My submission is that the Govern-
ment should be very vigilant so far as
the foreign exchange position is con-
cerned. We are importing several
goods which are not necessary for the
country. I know so many things that
are being imported. We must import
only such goods without which we
cannot do for our industries which
will encourage other industries, but
we are 1importing other things and so
we are losing our foreign exchange.
I would submit that the amendment
will not help the country in any way.
It is only proper administration that
will help the country, and if Govern-
ment is vigilant, I am sure we can
have more fore:gn exchange and pass
through the critical position we are in.

So far as the punishments are con-
cerned, I am of the opinion that the
persons who play with our foreign
exchange are the first enemies of the
country as nur present difficulties are
because of foreign exchange and our
merchant community, 1n order to
pocket some money for themse.ves, are
playing with our exchange. When any
such case is found, I think they should
be punished sufficiently and well.

However, I take strong objection to
the proposed secion 23F which says:

“If any person fails to pay the
penalty imposed by the Director of
Enforcement.. .he shall.. ... be
punishabie with imprisonment for
a term which may extend to two
years, or with fine, or with both.*

Failure may be due to so many rea-
sons. A man may not be able {0 pay
the money; he may not be in a posi-
tion to pay the money. Should we
punish him for that ? If a rich or wall-
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to-do man does not pay, that is a
different question, but we find that in
business circles, a man may be worth
crores today and tomorrow he may
be poor and because of his poverty
he may not be able to pay. Should
he be sent to jail? I think this provi-
sion is not desirable.

Another objectionable thing 18 that
if a man fails to comply with any of
the directions or orders, then also he
‘may be imprisoned for a period of two
years. Should all directions and
orders, whether legal or illegal, be
followed? Whatever be the directions,
should a man follow them? After all,
the direction may be against the law,
There 1s nothing in this section which
says that a man is bound to follow
only the legal directions or legal
orders. It is a very general term, and
any direction or any order to be fol-
lowed means dictatorship. The dictator
is there and his direction or order if
not followed, the man has to go to jail.
I think this is too much, and this pro-
vision 1s not necessary in law. 1t does
not bring credit to our democracy

Then I find that there is another
tendency. 1 do not know why we are
losing trust in sur judiciary and wher-
ever possible we try to, avoid our
judiciary and have special courts,
special tribunals and special things.
‘This is not a good sigh. This tendency
may in the end harm our democracy.
I think 1n a democracy the judiciary
should be very strong and powerful,
and wherever there is a dispute bet-
ween the subjects and the Govern-
ment, the judiciary should be the
proper authority to decide the matter,
and not a tribunal. So, 1 strongly
object to these things in the amend-
ments

We have reached this critical posi-
tion in regard to our foreign exchange
because of 30 many reasons, among
which food is an important one. Be-
cause we have to import food we are
in this critical position and s0 we want
to make some amendments in this law.
QOtherwise, if we are able to produce
foo0d that is sufficient for the country
and if we are able to export
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something outside, our exchange
position would he better than what it
is today. So, along with this, I think
the Government should consider the
question of improving production in
focd. It cannot be done by the Mehta
Committee or by an enquiry regarding
the prices. The Government should
look to the obstacles coming in the
way of more production, and remove
them. Then we can be in a very sound
position in regard to foreign exchange.

My last submission is about imports.
1 see in the market so many things
without which the country will not
die, and I am told by’my friends that
imports have been increased because
of some persons who had some influ-
ence in the administration, and the
persens in the administration wanted
that these persons should make money
by these imports My submission is
that the Government should be very
careful. I think there is a section in
the company law, and there is a long
List of relatives of directors So a long
list of the relatives of Ministers and
high officers in the State should be
maintained, and when an import
licence is asked for by any such re-
latives, some special inquiry should be
held. Unless we do that, I think our
position will not be improved

Shrl Jhunjhunwala (Bhagalpur):
Most of the points have already been
made.

Mr. Deputy-Speaker: Therefore, he
will be very brief.

Shri Jhunjhunwala: 1 shall be very
brief, unless you interrupt me.

Mr. Deputy-Speaker: 1 will only
interrupt to stop the hon. Member.

Shri Jhunjhunwala: The difficulty
we have 1s that the Government comes
forward with a Bill 'without stating
any reason for doing so, except saying
that there has been a lacuna and due
to that the exchange position has got
worsened, and therefore it should be
rectified, by putting special provisions,
which according to my hon. friend,
Pandit Thakur Das Bhargava, may not
be necessary and are not necessary
and might entail more expenditure.
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As such, I would like the Finance Min-
istar to let us know how due to this
lacuna the position has got worsened
and in how many cases we have lost
doreign exchange and to what extent.

Shri V, P. Nayar gave two instances
which were 8lso in my mind, namely,
of over-valuing and under-valuing the
invoices, 1 have gone through this Bill
rot very thoroughly, but I do not see
how that lacuna is going to be filled,
thow he will get over the practice of
over-valuung and under-valuing.

As I said in the very beginning, 1
have nothing much to say. But the
Finance Minister should enlighten us
as to what has happened in the past
due to the lacuna so that we may be
in a position to know. Whenever the
Government brings in a measure pro-
viding for deterrent punishment, it
does not fall on the real culprit but
it falls on—I do not call them inno-
cent—those people who might be doing
something unconsciously. They are
the people who are punished.

So I would like the Finance Minister
to give us the grounds and cite the
instances in the past on account of
which the foreign exchange position
has been affected due to this lacuna
and how he is going to remove them,
particularly the instances of over-
valuing and under-valuing.

Shri Supakar (Sambalpur): Most of
the points I wanted to make have been
made out by the hon. Member for
Hissar. Some points against his con-
tention were made by another hon.
Member, to which 1 wanted to reply in
very brief terms.

So far as the Director of Enforce-
ment is concerned, he cannot be com-
pared to an administrative tribunal.
He is, as a matter of fact, the officer
who conducts the investigation and
prosecution and gives judgment so far
as the provision in section 23 of the
principal Act, covered by clause 16 of
the Bill, is concerned. Therefore, the
analogy is not apt. We have reason
to apprehend that justice will not be
properly meted out if such large
power is given to the Director of -En- ,
Morcement. The provision in section 23
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of the original Actis quite adequate
and there is no justification whatsoever
for amending it. Unless Government is
able to convince us that there hai been
a large amount of evasion and offence,
there is no reason why this should be
done. 1f the hon. Minister says that
there has been evasion on a large
scale, I fail to understand how one
officer, the Director of Enforcement,
will be able to dispose of so many
cases promptly and do justice in
time. That is what intrigues me.

+So far as the justification for exten-
sion of the Act for an indefinite period
is concerned, I submit that it would
have been better if it were extended
for a further period of five years. A
few days ago the Minister told us that
our foreign exchange position was
likely to improve by 1859 and we
might turn the corner as days went
by and within a year or two the
foreign exchange difficulties might not
be so acute as they were today. This
foreign exchange difficulty is there for
a very long time It is not so much
the evasion and offences by evaders
that are responsible for our difficulties
and depletion of foreign exchange as
the failure of government policy in
this regard. I think unless Govern-
ment reorientates its policy in this
matter, our position may not improve,
in spite of stricter control in the matter
of foreign exchange.

I would submit that the best course
for Government is to divert the course
of our commerce and have greater
commercial relationship with those
countries with which these foreign
exchange difficulties are not likely to
be acute. That may solve the problem
to a greater extent than by other
means. Therefore, may I submit, with
due respect, that the Government in-
stead of looking west, may look in the
direction of east, south and other
directions and try to develop our com-
merce with those countries with which
our commerce, is undeveloped?

Shri T. T. Rrishnamachari: I am
very sorry that I had not given a little
more thought in regard to supplying
background material to hom. Members
in regard to this Bill. One point every
hon. Member seems to have missed Is
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that this is not a new measure, [
think Shri Jhunjhunwala asked, why
should this measure be brought before
the House without even a justification.
The miun reason is, if I did not bring
this measure before the House and if
the House did not pass it, then on the
31st December, 1957, we shall not have
any foreign exchange control regula-
tion in operation in this country.

That is a point which is the primary
provocation for my bringing this mea-
sure before this House,

The second point which I mentioned
was the somewhat unsatisfactory na-
ture of its working, because up to 1952
even the question of gold smuggling
was being handled by the Reserve
Bank, and thereafter the question of
offences against Foreign Exchange Re-
gulation was being largely handied by
the Reserve Bank. The Reserve Bank
itsel? felt that it is not possible for
them to continue to handle this, and
therefore we have opened a section in
the Economic Affairs Department with
a Director to deal with this particular
matter whom we call the Director of
Enforcement. That is the background
about the administration.

Hon. Mehmers asked why, what is
the dufficulty that we have, how many
prosecutions have we launched, how
many ended in convictions and in how
many cases action could not be taken.
There 12 one point of view, namely,
that where we knew the difficulty in
meeting these cases, where the facts,
normally facts of executive direction
were clear enough, we had even people
to agree that they had made a breach.
But, so far as the prosecutions launch-
ed are concerned, 68 were launched,
60 ended 1n convictions with a varied
fine from Rs. 100 to Rs. 25,000.

Shri Supakar: Is that the figure for
one year?

8hrt T. T. Krishnamachari: I am
speaking of the entire period.

Shri V. P. Nayar: What was the
total amount involved, can we have an
ided?

T. T. Keishnamacharl: 1 am
afraid 1 have not got that figure, The
point iz, it Is rether difficult to give the
total amount idvolved, because thy
amounts involved might be consider-
able but what we get to know and of
which we can have even a modicum
of proof happens to be a small amount.
Oftentimes prosecutions have been
launched, where prosecutions need
not have been launched,
they were of trivial nature,
and where prosecutions could be
launched and pushed through we find
that there is no evidence. It is not
quite so easy, as my friend Pandit
Thakur Das Bhargava mentiocned, for
us to prove cases. 1 can tell you an
instance where for a very severe off-
ence the court gave a simple :mprison-
ment punishment. We appealed
against the court’s sentence,
but the court {feit that there
wae no case for 1it. The offence
was of an extremely severe nature.
How the court wjll act 1s what we do
not know. 140 cases which came up-
before us were not taken to court, be-
cause we were advised that proofs
were not such as could be taken to
court where they could be dealt with.

So—1 will re-state the position again
—I1 have to come before this House in
order to keep the Act alive, and that
is my mamn provocation. The second
thing is that the admimstration itself
has changed its character. Originally,
up to 1852 the Reserve Bank dealt with
all cases including gold smuggling.
Later on they gave it up and said that
they will only deai with cases in re-
gard to Foreign Exrchange offences.
From April 1949 till last year, April
1956 they were handling it. Now, we
had to take it over because the Re-
serve Bank felt it is not possible for
them to carry on,

In actual operation we find that it
is very difficult to operate unless cer~
tain powers are given to this Director
of Enforcement, whom we have ap-
pointed. 1t is only a question of no-
menclature. My friend Pandit Thakur
Das Bhargava said that he does not
want to have the name: Director of
Enforcement. We can have some other
name. I have no objection in accepting
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an amendment to that effect. Call him
a Controller or some other name. That
iz what hes happened.

The second point, and that is why
we have taken over thiz responsibility,
is that we have to get into the matter
and see how it works. We found, na-
turally, that the procedure, the pre-
cedent of the Sea-Customs Act did
Provide us a method by which we
could operate this.

So far as the basic issue is concem-
«ad, whether these matters which are
Quasi-judicial should be dealt with by
executive bodies or not, is a matter
which should be considered. 1 mysslf
am of the view that there must be

judicially minded &nd  judicially
experienced persons to deal with
this matter, but who could,

at any rate, deal with cases summarily.
My hon colleague the Law Minister
and I have been discussing about this
question, the present set up of admi-
nistrative tribunals and how they can
be improved upon with a larger in-
jection 1into the element that is now
functioning of judicial talents. That,
perhaps, will mean some circumscrib-
ing of the past course, and that might
provoke a certain amount of opposi-
tion, because I have already seen lead-
ing articles about this particular
matte1. That is a matter which we
may have to consider afresh, and not
in this narrow aspect of foreign ex-
change control but over the wide sp-
here of governmental activity where we
find that people are a sort of evading
the law and sometimes summary
justice has to be dealt with.

My hon. friend said that he believed
in imprisonment where there has been
an evasion of income tax. I am giad
he does. I think we should be in a
position to make some kind of altera-
tions in the present sections of the
Income Tax Act, sections 37 and 38
even, to see that a person could give
a statement on oath which would nor-
mally be accepted, and if he gives a
false statement he will attract pen-
alty under the law. It might
"be poasible for us, probably
‘after a year or two, to put the
entire matter before the House and
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gét judicially minded people to deal
with this matter,

I am not perfectly satisfled with the
way in which the penalty provisions
are being dealt with under the Sea
Customs Act 1 think we should have
somebody more competent to deal
with them than what we have at the
present moment. But that does not
mean that my hon. friend iy quite
right in taking a purely, shall 1 say,
lawyer's point of view of the Sea Cus-
toms Act, taking certain provisions and
saying that these provisions do not fit
in.

1 think, by and large, in general
the Sea Customs Act and this parti-
cular measure have a large amount
of relationship. Section 182 of the Bes
Customs Act, which he mentioned, is
certainly relevant, and that is the
basic similarity between the two mea-
sures. Then there is section 181
which says: “If the Central Gov-
ernment could exercise powers of
review..” We have those powers
here. We have created an Appeliate
Tribunal for that purpose. Then
he pgoes on to say that hon.
Members should go into the pro-
visions, various details of offences
which are categorised under section
167. I would like to sit down with
the hon. Member and I would be able
to point out similarities between the
type of offences contemplated under
section 167 of the Sea Custorms Act
and also the type of offences contem-
plated here. Maybe, in some cases this
is less heinous than what is being done
in the Sea Customs Act.

But the point that my hon. friend
forgets is—and sometimes it is quite
possible for us to forget it when we
think of a particular thing as being
right-—that under the Sea Customs
Act normally in 99 cases out of 100
you have goods which you can seize
and, at any rate, that provides enough
cause. Confiscation itself ig enough
deterrent, and then there is a penalty
possible in the case of a person who
has some stake. Natutally, if he has
no stake then if you refer the matter
to court what would happen is that it
probably ends in a term of imprison-
ment, which means nothing.
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In fact, the provision which we have
got here—23(f)—to which he objected
is the very thing that will help us
to deal with the categories of persons
enumerated by my hon. friend oppo-
gite, Shri V. P. Nayar. If 23(f) is not
there the big fish would not mind it
and I am not interested in small fish.
in fact, the reason why I have sug-
gested that the Director of Enforce-
ment can deal with many of these
matters is, if supposing somebody
had borrowed £10 when he goes
abroad from some friend who had
money with him both the people have
committed an offence, and in a
case like this I think a very
nominal fine is enough. The intention
to defraud is not there, it is merely
a matter of convenience. When 1 go
abroad 1, probably, have little money
and if I get ill and some of my friend
—if he is in London and he gives
money there is no harm—from my
party, who has saved a little money
from his allowance, spends some
money on me, téchnically both of us
have committed & breach. That kind
of technical offences which would
normally come to light, and we know
them, would perhaps be dealt with a
very minor fine, And it would act as
a deterrent even in regard to
technical offences which could
not be dealt with now merely
because you say you have got to go
to the court of law and we cannot deal
with it administratively. That is one
category, the category of big offenders;
provided we are able to get at them
and we get a certain amount of proof,
it will not certainly stand the test of
assaults by eminent lawyers like
Pandit Thakur Das Bhargava. The
point is we have put in the provision
in section 23F. If that happens, if
there is a prima facie enquiry and the
Director of Enforcement feels that
heavier punishment is needed or it
they recornmend that he may not take
the decision, he can refer the matter
to the court and let it take a chance.

But there is also this aspect. If the
case is referred to, because the Direc-
tor of Enforcement feels it is a serious
one—there is a prima facie examina-
tion of the case—! do think, as a link

in a particular type of quasi-judicial
process, that my hon. friend may per-
haps commend what we have attempt~
ed to do rather than condemn it. And
section 2BF is a vehicle. You give a
chaxter to the big fish to do as they
like. When we go to the court, we
find that this is & matter where there
has been a flagrant violatidn of the
normal rules and regulations, and
therefore, it merits some severe pun-
ishment or, if the man is prepared to
defraud and he transfers his property,
we cannot get anything out of it ]
think section 23F is a section of tha$
nature and sections of that natur¢ are
Necessary.

There was another point which, to
my mind, is very important and abous
which I do not like to lay much stress
upon, however, and perhaps that is one
of the reasons why I wanted the House
to consider it this session and not
consider it next session which would
have been adequate for my purpose,
for the Act can be kept alive till 31st
December, 1857. That is a matter in
regard to enfaced securities being pre-
sented for payment. I do not want
any advertisement about it; between
now and the time that the Bill will
become law, there may be another
seven or eight days. Even then,
that much mischief can come
in, but that is a lacuna that we
found. We found that these things
have been presented from time to time
and 1t is claimed by people who want
to take advantage of it, and perhaps
naturally. I do not say there is any
fraud about it, but it does dispossess
us of certain dues which we should
get from another country and which
we should normally get in the ordi-
nary course by transfers and assets,
not by transfer by the back-door of
securities which we have enfaced for
payment in that country, because of
an agreement that we have had at the
time of partition. These are the three
points on which the whole matter is
based.

1 am very happy and grateful to my
hon. friend Shri Hajarnavis for having
explained the position as he under-
stands it, and I suppose, he i3 &
younger man aud has not got the ex-
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perience of my esteemned friend Pandit
Thakur Das Bhargava, but he is also
nonetheless, a lawyer with a large
amount &f pratice and all that I can
tell Pandit Thakur Das Bhargava is,
“yes, when lawyers differ, what shall
I do?” :

Shri V. P. Nayar has made some
points, He touched on a number of
issues, and I shall not attempt to
answer again, this question of our re-
striction in regard to foreign exchange
position. That has nothing whatever
to do with this. If it is true that we
do not have this control, no control
can be exercised in regard to the
transactions in respect of foreign ex-
change. But this is, as he himsel?
stated, in regard to certain policies
which are pursued deliberately un-
doubtedly, and I do not think I can
agree with my hon. friend when he
said that Rs. 11,47,73,83,452 worth of
goods which have been imported
should have been avoided over e
period of five years. Even as, what
are calied, consumer goods, they are
essential. In fact, ‘there  haye
been criticisms from various coun-
tries about this blanket ban
on drugs, medicines, etc. which are
important and which, at any rate,
psychologically, are extremely impor-
tant. These come under the category
which might be considered not very
essential but in a way, important. But
that is not a point which I am going
to deal with now. I cannot carry con-
viction to my hon. friend Shri V. P.
Nayar, and he must have been con-
vinced of that. I can leave it at that.

Shri V. P. Nayar: If I do not make
any accusation, you provcke me.

Shri T. T. Krishnamachari: I have
no intention of provoking the hon.
Member. 1 shall not do 1t at all, but
what I am saying is, I have dealt with
that matter before, but the hon. Mem-
ber might think that I have not dealt
with it effectively. If that is so, the
hon. Member cannot however deny
that I have dealt with it both here
and elgewhere.

Another point that arose was with
regard to the control by Reserve Bank.
My hon. friend quoted from the Re-
serve Bank Manual—section 4(2) of
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the Foreign Exchange Regulations
Act—which, in section 12, says that
all transactions in foreign exchange
in India shall be done, as authorised
by the Reserve Bank of India. I am
afraid that Shri Prabhat Kar, who
gave him this quotation, did not give
the corrected version of para. 12 of
the manual. I do not say it is any
great variation ef the previous ome,
but there is a slight difference. Sho-
tion 1, para 12, of the manual says:

“12. Section 4(2) of the Foreign
Exchange Regulations Act 1847
lays down that all transactions in
foreign exchange shall be done at
rates for the time being authorised
by the Reserve Bank. In pursy-
ance of the above provision, the
Reserve Bank of India has autho-
rised that (i) the rates of exchange
governing transactions in or relat-
ing to U. S. dollars, Canadian
dollars, sterling and Pakistan
rupees, shall be those published
by the Exchange Banks Associa-
tion, Calcutta, in respect of such
currencies..” etc.

The point really is this. It is not
a blanket power given to the Ex-
change Banks Association. It is be-
cause the Exchange Banks Assotia-
tion had this function and they do
it in consultation with the Reserve
Bank and the Reserve Bank is able
to approve of them. The reference
made by the Member was to a parti-
cular publication which was a pre-
publication ocgurrence of the recent
Bill.

The point that my hon. Iriend
must bear in mind is this. Any
gquotation given by a bank in regard
to exchange, particularly in regard
to sterling rupee ratio, has for the
time being, to vary under the condi-
tions. It can vary to an extent of
one-eighth of a pence. It can be
one-fifteenth or it can be one-six-
teenth. If they look into the quota-
tions, the hon. Members will gene-
rally find that it is often 1/31 or
1/32, either way. So far as these
rates are concerned, there are differ-
ent rates in different periods, depend-
ing on the term of contract. Ifitis for
ward contract, naturally, the rates
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vary acterding to the assessment of
the particulsr bank. Undoubtedly,
the exchange rates also vary in re-
gerd to the quantum of transaction.
Supposing 1 ask a bank to give me a
draft for £2 for sending the money
for a magazine which I subscribe for,
the rate that he will quote will be
the highest and it will vary. It 1
have a busimess where the total tran-
saction would be of the order of
about £ 200,000, I get the very best
rate possible, because the total
amount of money that they would

make in that exchange commission is

a very vital factor for them to quote
the rates. But it is quoted within a
very narrow sphere and that kind of
latitude is certainly given and it is
given with the full knowledge, be-
cause, without that latitude no bank
can make a forward coniract and
determine different rates for different
kinds. Of course, it depends on the
standing of the parties. One cannot
say that one party gets it and the
other gets less. It depends upon how
much money the bank can give to
the party, because, it is ultimately
the relationship inter se which counts
between the parties, and on the
valuation that the bank makes, and
on it depends the better terms that
it may give. 1 do not think that is
an wmnfringement or even an attempt

at evasion of the foreign exchange
regulations.
The point that the hon. Member

made 1n regard to the probable ex-
porters in respect of whom there is
the consignment sent and the residue
is left in foreign countries is a thing
which is not always known. It is a
thing which, even though we know,
we are not in a position to find out
exactly. Perhaps 1n some cases we
can get a certain amount of proof
and we can deal with it department-
ally Suppose these things are con-
ceded, 1 was told we will be putting
an end to all that kind of transaction
and that is a matter which runs
practically all over the world.

Some hon. friend here, the other
day, in asking a question, quoted

31 AUGUST 1037 Repdlation (Amend- 31168

ment) Bill

Pick. -Pick is the expert in regasd
to what you call Iree currencies—4o
put it in respectable language. It is
really blackmarket currency, he
makes, and shows how much of
black-market meney in  each cur-
rency will be there and how this
free market operates. So long as
humen beings are what they are,
they know how to make money and
they operate like this. 1 know some
people in India. They go to Ceylon,
and a man m Ceylon will be able
to give a larger number of rupees
and any money from Ceylon cannot
come to India, and it goes to Hong
Kong. From Hong Kong you can get
any amount of sterling at a price,
maybe Rs 15 in a pound, and people
can live on that.

When I spent about eight weeks in
Geneva one of the persons there told
me—he 1s not an Indian he is a gentle-
man of the coninent--that he just Lived
on changing Swiss francs into French

“francs and French francg into German

marks. Human ingenuity 1s something
which no law can ever beat. But the
points that Mr Nayar mentioned are
undoubtedly true. All that I can say
1s that they could not be wholly
covered either by these amendments
or by the provisions of the amending
Bill that I have brought forward. We
can perhaps see a little more light. As
far situing together and finding a way
out, 1 am always prepared
to sit together. So far as my
hon. friend is concerned, he is
a very agreeable person outside this
House and I realise 1t, So, it is not a
question of hig opinion being ever
discarded. The hon. Member also
knmwen that as a matter of policy we
must agree to differ, though 1t is
quite right on the part of the hon.
Member to condemn us in regard to
our policy But we have our policy
and we go according to that pelicy.

Sc far as this Bill is concerned, we
are teking a step in the direction
indicated by Mr. Nayar, not in the
reverse direction. So, I would like to
tell the House that 1 am gratetul for
criticism, even the criticism of Pandit
Thakur Das Bhargava. We may call
it narrow, but he iz always on the
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side of what is cdiled individual
Jberty, But wunfortunstely in our
country and in many countries in the
world individual lberty means
licence, just to exploit the weakness
of Government and weakness
of other individuals. Om that point,
whether individuai 1liberty should
.dominate or we should make the
individual conform to what you call
ordinary codes of citizenship, there
may be much difference o} opinion. 1
feel in a plinned economy the risk
we can teke is not very great. He
feels that individual liberty, planned
conomy or un-planned economy, has
got to be given the pride of place.
That is a matter on which we have to
differ. But basically, 1 do not think
that this measure is one which takes
away individual liberty. It is just a
slight variation on what it was before
and the main provocation for my
bringing 1t before the House is that it
expires at the end of this year, There
is one other provision in regard to
enfacement of securities about which
1 wanted the House to change the
law. And thirdly the orgamusation that
1 have created for the enforcement,
consequent on the Reserve Bank not
being willing to continue to handle
this matter 13 more or less in the air
and hag to be given some support.

1 hope 1 have attempted—at any
rate my bone fides would be appre-
ciated by my hon. friend—to answer
the points to the extent I am capable
of.

Mr. Deputy-Speaker: The question
is-

“That the Bill further to amend
the Foreign Exchange Regulation
Act, 1947, be taken into considera-
tion.,”

The motton was adopted.
Clauses 2 to 5 were added to the Bill.
Clause 6.— (Amendment of Section 8)

Mr. Deputy-Spesker: IJs Mr. Nayar
moving his amendment?
Shri V. P. Nayar: 1 am not moving
my amendment.
Mr. Deputy-Speaker: The question
is:
“That clause 6 stdnd part of the
Bii".
Clguse & was added to the Bill
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Shri V. P. Nayar: Sir, I beg to
move:

Page 3, lines 18 to 19—

Omit ‘“unless such transfer is
confirmed by the Reserve Bank
on an application made to it in
this behalf by the transferrer or
the transferee.”

I do not want to speak on this,

Mr. Deputy-Speaker:
moved:

Amendment

Page 3, lines 1% to 19—

Omit “unless such transfer is
confirmed by the Reserve Bank on
an application made to it in this
behalf by the transferrer or the
transferee

_ Shri T. T. Krishnamachari: I owe
R to my hon. friend to explain that

.this will have the effect that a person

resident outside India will not be gble
to tranfser any share at all, because
here we make hum ask for the per-
mussion of the Reserve Bank, ‘They
might refuse it And mavbe that
there are some small people who
would like to sell and write to the
Reserve Bank to obtain permission.
That 1s why I am not accepting the
amendment. I hope my hon. friend
will not press it. The persons affected
may not be very big people. They
may even be small people.

Shri V. P. Nayar: How does it affect
the question of transfer of shares of a
company registered outside India to a
company 1nside India? Will it be
covered by it?

Shri T. T. Krishnamacharl: That
will be covered by the existing regu-
lations A company registered in
India for that purpose is a resident.
That will be a transaction betwaen
a resident and a non-resident. The
Reserve Bank will have to &now.
Where today persons are non-resident
and they transfer shares we will not
know about it. All that we want is
notice, and maybe in many cosss B
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may be a small amount. For instance,
a retired civil servani's wife may not
be able to collect the amount and
she might transfer it to somebody
else. I do not think it iz the intention
of the hon. Member to prevent this.

Shr] V. P. Nayar: 1 was not very
certain about the other rule. I only
want to prevent any transfer of
interest in India held by outsiders
to anybody either in India or outside
without the consent of the Reserve
Bank.

Shri T. T. Krishnamachari: If a
person happens to be here we are
covered; if both of them happen to be
outside, then we want notice.

Shri V., P. Nayar: We are covered
by which section.

Shri T. T. Krishnamachari: By the
existing provisions. Any transaction
between a person who ig resident and
a non-resident in regard to a matter
which involves a question of capital
which would mean ultimate transfer
hag to be done with the concurrence®
of the Reserve Bank.

Shrli V. P, Nayar: I do not press it,
though I have moved it

fhri T. T. Krishnamachari: My hon.
friend may say that vigilance is not
exercised and that permission is given
normally. That is possible. That
happens in many cases, Sometxn}es
even when we are not inclined to give
permission we are compelled by
variousg circumstances to give it.

Shri V. P. Nayar: I shall give my

case when the particular clauss
comes.
Mr. Deputy-Speaker: I shall then

put the hon. Member's amendment.

The question is:
Page 3, lines 18 to 18-

Omit “unless such transfer is
confirmed by the Reserve Bank
on an application made to it in
this behalf by the transferrer or
the transferee.”

The motion was negatived.
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Mr, Deputy-Speaker: The guestion
is:

“That clause 7 stand part of
the BilL"

The motion was adopted.

Clause 7 was added to the Bill

Clauses 8 to 12 were added to the
BillL,

8hri Supakar: There iy no quorum.

Mr, Deputy-Speaker: The bell is
being rung. Now there is quorum.

15 hrs.
Clause 13— (Amendment of section

18).

Shri V. P. Nayar: I beg to move:
(i) Page 4—

after line 25, add:

“Provided that no such transfer
shall be confirmed by the Reserve
Bank if such transfer involves
any foreign exchange in the
matter of such transfer.”

(ii) Page 4, line 26—
Omit “general or”.

This is a controversial question and
agam 1 want to pose this difficulty to
the hon. Minister. This clause reads:

“(3A) Notwithstanding any-
thing contained in any other law,
no transfer of an interest in any
business in India made by a
person resident outside India to
any person also resident outside
India shall be valid unless such
transfer is confirmed by the
Reserve Bank on an application
made to it in this behalt by the
transferrer or the transferee.”

That is the position. Even now 1
am unable to find out the particular
provision which controis tue
transfer by a non-resident company
of its interests in India to a resident.
company, which would involve
foreign exchange. If a company A
registered in London with sterling
vapital controls certain business in
India and that business is 40 he sold to
a company resident in India, with &
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rupee capital, necessarily the com-
pany with the rupee capitai has to
pay to the company which sells
the busginess an amount cal-
culated in sterling. I could not find
out from this Bill whether such =a
tranaaction can be controlled by any
of these provisigns,

I may point out a specific instanee
which has been agitated in the Press
and also in this House on a previous
occasion. Maybe it is not very
strictly relevant to this clause, but I
could not find out which particular
section or rule controls it. For
example, there was one company
which wag working in Salem on
magnesite mines., That company in
Salem was having the mines worked
and that was a company registered
in London with sterling capital. Its
name is Magnesite Syndicate Limited.
Under the mineral concession rules,
the lease for mining has to be
extended from time to time by the
State Government concerned. It has
come out in the Press that this parti-
cular company has sold its assets in
India, has transferred its lease to
another company, which is a resident
companry, by the name of Messrs
Burn and Company Limited, Calcutta.
It was reported in the Press that the
consideration paid was in sterling to
the extent of £100,600. I want to
know whether in such a case, the
Reserve Bank can have any control
over the matter.

If you will permit me to point out
one instance, because it will be help-
ful to the hon. Minister, it is a case
where a decision taken by the Gov-
ernment of Madras at the Cabinet
tevel has bren mterfered with by the
Centre. I do not want to go into those
details; I am only concerned with the
foreign ecxchange aspect of it It
Magnee..e Syndicate Limited in
London operating certain mmnes in the
district of Omalur in Salem can
transfer the rights for leasehold to a
company with a rupee capital in India
and get the consideration in London
without reference to the Reserve Bank,
it means that this particular eom-
pany which operates in India has &
private sterling balance in London.

81 AUGUST 1957 Repulation (g-;n& 11172
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If the hon. Minister is kpen on
getting the details, I can read out an
extract from a ietter which has gon#
from the Secretary to the Ministry. It
is in a public document, namely, the-
review petition flled by Messrs Bumn
and Company on the decisions of the
Madras Government under the
minerzal concession rules. An appeal
for review lLes with the Government

of India. I can give him the number
of the letter.

Mr. Deputy-Speaker: He can pass it-
on.
Shri T. T, Krishnamacharl: I w iR.
explain the position. The position is
covered by an earlier section; not
necessarily this particular section.

.Messrs Burn and Company or what-

ever the company’s name may be,
cannot transfer any fund in payment
of the purchase except with the pre-
vious consent of the Reserve Bank.
Secondly, if Burn and Company hes-
got some money there, it must be in
direct contravention of the Act,
because the company'’s resources in
London must be notified to the
Reserve Bank .and should be at the
call of the Reserve Bank whenever
they want. It is likely that the
Reserve Bank has permitted Messrs.
Burn and Company to have some
sterling account for the purpose of
purchases; but if that money is being
used for any purpose other than the
purpose for which permission has
been obtained or a clearance certi-
ficate is being given, they would have-
committed an offence.

It is not necessarily in thizs parti-
cular scction. It ig the general provi-
sion of the entire law that Burn and
Company could not undertake any
foreign transaction. Section 4 wonld
be all right for this purpose. 1f they
do anything, if what the hon. Member
said 1s true that they did not obtain
the permission of the Reserve Bank,
they have committed. an offence.
Section 4 js adequate for this purpose.

Shri V. P. Nayar: I just wanted to
know whethéy all such transactions
would be covered, even if they hold
certain private gterling balance in the
name of somebody else. It need not
necessarily be in the name of
Messrs Burn and Company Limited.
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It cap be from the private account of
one of the directors of the company
who may happen to be there in
.London. .

Shri T. T. Krishnamashari: That
would be in contravention of the
Act—if they have a private account
which is not disclosed to the Reserve
Bank. If actually these matters have
come to light, there might be an
enquiry and the comany may be
asked to explain wherefrom the
money came; was it remitted from
here with the knowledge of the
Reserve Bank or were there balances
in London used for this purpose with
the knowledge of the Reserve Bank.
I¢ there was something without the
knowledge of the Reserve Bank, they
are open to prosecution,

Shei V. P. Navar: The hon. Muister
bhas not vesy correctly understood
my doubt, I do not say that I am
correct, but I have a very genuine
doubt, The doubt is, Messrs Burn and
‘Company or a Company X—I do not
want to mention the name—has 2
director 1n Mr. Y who is residing in
London. He has a private account
and he pays from his private account
in London. Later on, over a period of
years, he can recoup the amount
from the company in India.

Shri T. T. Krishnamachari: That is
prevented by the amendment we are
making because it is a case of one
non-resident passing on to another
non-resident in respect of an asset in
India.

Shri V. P. Nayar rose—

Mr Deputy-Speaker: Perhaps it
will not be possible to convince the
hon. Member.

Shri V. P. Nayar: It is a very
serious matter 1nvolving Rs. 13
lakhs. ...

Mr. Deputy-Speaker: I do not mini-
mise the seriousness or importance of
it. But what to do?

S

Shri V. P. Nayar: If there is an
enquiry, I am satisfied.

Mr. Deputy-Speaker: The hon,
Minister has said that if gn offence

11174
ment)

has been commitiad, an enquiry
would be made. The hon. Minister
feels that we have suffieient provisions
in the origingl Act by which we can
catch any offender who commity such
offences.

Shall I put hig amendments Nos, 8
and 9 to the Houge?

Shri V. P. Nayar: It can be dacided
by a voice vote.

Mr. Deputy-Speaker: I am putting
amendments Nos. 8 and $§ to the
House. The question is:

Page 4—

after line 25, add:

“Provided that no such transfer
shall be confirmed by the Reserve
Bank if such transfer involves any
foreign exchange in the matter of
such transfer.”

The motton was negatived.
) Mr. Depuily-Speaker: The question
18;
Page 4, line 26—
Omat “general or'.
The motion was negatived.
Mr. Deputy-Speaker: The question

“That clause 13 stands part of
the Bill".

The motion was adopted.

Clause 13 was added to the Bill.

Clauses 14 and 15 were added to the
Bill

Clause 16— (Amendment of Section
23).

Shri Hajarnavis: I have given notice
of amendment No. 3, which I now
withdraw because the provisions
have been explained to me. Instead I
seek your permission to move
amendment No. 17.

I beg to move:
Page 86—

for lines 20 to 25, substitute:
“(IA) whoever contravenes—
(a) any of the provisions of this

Act or of any rule, direction or

order made thereunder, other than

those referred to in sub-section

(1) of this section and section 18,

shall, upon conviction by a Court,
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be punishable with imprisonment
for a term which may extend to
fwo years, or with fine, or with
both;

(b) any direction or order made
under section 19 shall, upon con-
viction by a Court, be punishable
with fine which may extent to two
thousand rupees."

I am asking the amendment to be
made, s0 thaet section 19 may be
separated from the rest of the
offences mentioned in (IA), because,
88 wag clear from the general discus-
sion on the Bill, an alternative pro-
cedure is now being prescribed.
Previously, as the Act stood, there
was only one. Any one who contra-
vened any of the provisions of the
Act was liable to be prosecuted. Then
came the amendment of 1852 by
which certain offences which are
mentioned in section 23A could be
compounded. I had lost sight of that
section when I had given notice of
my previous amendment, Now, it ig
found that by this amendment in
clause 18, nearly all the contraven-
tions of this Act are to be covered
by both the procedures. That is to say,
Government have the option Under
section 23D, the Director of Enforce-
ment has the option to proceed
under (a) or (b). Clause (b) is,
according to section 23D a procedure
to be followed where the procedure
under (a) is inadequate. That is to
say, prosecution, no doubt, is suppos-
ed to be a more severe punishment, I
do not understand why for breach of
section 19 which has been excluded
ought to be proceeded against in the
court. Because, he only offence that
section 19 discloses is of a very minor
or ancillary character: failure to
make a return when required or
failure to produce the account books.
For that, to compel the Director of
Enforcement to prosecute in the
court and also make that offence
punishable with fine or imprisonment
extending to two years is somewhat
unreagsonable, Therefore, I have given
notice of my amendment.

8hri V. P. Nayar: Two years is the

maximum. It is not incumbent on the
ecurt to give it

B

Mr. Depuly-Sptaker: Yes. Twor
yearzs iz the maximum prescribed..
The court ¢an sward any punishment,

Shri Hajarnavis: Therefore T have-
said that the maximum should be-
only Rs. 2,000.

Mr. Deputy-Speaker: Amendment-
moved.

Page 6—
for lines 20 to 25, substitute:
“(1A) Whoever contravenes—

{a) any of the provisions of this
Act or of any rule, direction or
order made thereunder, other than
those referred to in sub-section
(1) of this section and section 19
shall, upon conviction by a Court,
be punishable with imprisonment
for a term which may extend to
two years, or with fine, or with
both;

(b) any direction or order made
under section 19 shall, upon con-
viction by a Court, be punishable
with fine which may extent to two
thousand rupees.”

Shri V. P. Nayar: I beg to move-
amendments 10, 11, 12 and 13. Amend-
ment No, 14 ig that of my friend,
Shri Hajarnavis.

(i) Page 6, line 14—

for “more” substitute_“less”.

(ii) Page 6, lines 18 and 19—

for “two years” substitute ‘five
years".

(iii) Page 6, line 24—

for “two years" substitute ‘‘severs
years'".

(iv) Page 7, line 4—

for ‘“two thousand” substitute
“fifty thousand”.

My idea is only to have more
punishment than what is prescribed.
1 want only to have the upper limit.
Ag you know, when you prescribe an:
upper limit, it is not incumbent on
the court to award that punishment.
The court always takes into account.
the gravity of the offence, the circum-
stances which might mitigate ther
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<offence, otc. We can better leave it to
the court. In our desire, in our
anxiety to bring the offender to book
and punish him, the court should have
the adequate powers to inflict that
punishment. Conzidering the gravity
of the offence and the ultimate harm
which such offence might create in
the country, I think that the courts
:should be empowered to punish any
.serlous offences at least to the extent

which I have prescribed in my
amendment.

In one amendment, 1 ind myself in
a very peculiar position. Certainly,
the amendment was not given with a
view to have that word incorporated.
1t was only given with a view to get
& chance to focus my views. The
section says: he shall

“be liable to such penalty not
exceeding three times the value
of the foreign exchange in respect
of which the contravention has
taken place or five thousand
rupees whichever is more....”

My amendment says, whichever is
dess. Of course, in both the cases the
-effect is the game.

Shri Bimal Ghose: No. How can it
be the same?

Mr. Deputy-Speaker: The éffect is
not the same.

Shri V. P. Nayar: If three times
the value is more, only Rs. 5000 would
apply if the wording is, whichever is
Jess. That was not what 1 really
intended. 1 only wanted to focus this
point that in calculating this, there
need not be any limit at Rs. 5000. If
three times the value exceeds more
than Rs. 5000, you must be able to
impose that

Mr. Deputy-Speaker: Amendment
No. 14 is also moved? I do not think
it has been moved.

Shri V. P. Nayar: I request the
hon. Finance Minister to consider this
matter. He thinks—he said so in his
concluding remarks—~that his object
was to inflict punishment. If the
punishment is to be of any use in

Prevaiiting a person from continuing
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an offence, I submit that Rs. 2000 will
not be of any use. Nor will thig term
of two years be a deterrent for such
professional  evaders. It is a habit
with them to prefer to go to jail and
make Rs. 25,000. They do not worry
about it. For such people, it {s not
deterrent at all if you prescribe
simple imprisonment. He may walk
into the 1ail for a month or two. When
it becomes seven years, it will serve
as & deterrent, The object of the hon,
Mimster iz to inflict punishment, In
order to serve &s & deterrent and
prevent him from repeating his erime,
1 request him tc consider why it is
not possible for him to raise the
punishment,

Mr. Deputy-Speaker; Amendments
moved:

(i) Page 8, line 14—
for “more substitute “less”

(ii) Page 8, lines 18 and 1B—

jor “two years" substitute “five
years”.
(ii1) Page 6, line 24—

for “two years” substitute ‘seven
years”.

{iv) Page 7, line 4—
for  “two thousand”
“fifty thousand”.

Shri Supakar: May I say a word,
Sir?

substitute

Mr. Deputy-Speaker: There is no
time. We have already exceeded.

Shri Supakar: Regarding amend-
ment No. 10, may I suggest that it is
just the reverse of what the hon
Member....

Mr. Deputy-Speaker: The hon
Mover himself has realiced it. He
knows it. He says, it was given t
focus the attention of the House.

Shri V. P. Nayar: There was no
other possibility of bringing up the
matter.

Mr. Deputy-Speaker: Is the hon
Minister prepared to accept any of
these amendments?
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Shri T. T. Krishoamacharl: I will
accept amendment No. 17. I think it
is important.

Pandit Thakur Dag Bhargava: May
1 say a word or two, Sir? On page 7,
you will kindly see, clause (b) says:

‘in sub-gection (2) for the
words “one thousand” the words
“two thousands” ghall be substi-
tuted;’

If you see the original section, you
will find, the words are:

“(2) Notwithstanding anything
contained in section 382 of the
Code of Criminal Procedure,
1898, (Act V of 1888), it shall be
lawful for any magistrate of the
first class, specially empowered in
this behalf by the State Gov-
ernment, and for any presidency
magistrate to pass a sentence of
fine exceeding one thousand
rupees on any person convicted
of an offence punishable under
this section”.

This section authorises the
magistrate to inflict a punishment of
more than Rs, 1000, I understand
Rs. 2,000 is also more than Rs. 1,000.
My humble submission is that this
should not find a place and 1t should
be omitted. Already the provisioa is
there.

8hri T. T. Krishnamachari: If the
hon. Member would have an amend-
ment, to delete it, I will accept it.

Pandit Thakur Das Bhargava: There
is no question of amendment. If you
like you can do it.

S8hri T. T. Krishnamacharf: It serves
no purpose. It is a case of omission.

Pandit Thakur Das Bhargava: The
other point is—I have not much time
~gnay I refer the Finance Minister to
section 187 of the Sea Custorns Act
where his view findg support? In such
cases, in a summary way, the thing
should be decided. What I contend is
this. Unfortunately, if you see the
scheme of the Sea Customs Act, only
certain kindg of breaches which are
tochnically called offences, where
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conflscation, increased rate of duty, are
involved, are decided by these offi-
cers. The reason has been given hy
the Finance Minister himself. I could
not think of that, He has given wvery
good reasons. All the proof is there
at hand and there is nothing to try.
Ag soon as he comes across it
the concrete proof of the matter is
obvious, everything is there. No court
need pass any judgment. Ths thing
is obvious from the pature of the
offence, Any person without the
assistance of a court can come to the
conclusion that this man is guilty. X
am very sorry, the Bill has been
brought at such a time when I do not
want_the passage of it to be delayed
by a minute. It is absolutely neces-
sary. At the same time, T would
request the hon. Finance Minister to
see that such a kind of injustice is
not perpetrated under thig Act, He
is a man who framed or was responsi-
ble for framing a part of the Consti-
tution. If he says thus and wants to
give these powers of dispensing

justice to Public Prosecutors or
persons in the posilion of public
investigators, the Director of”

Enforcement will be just like a Public
Prosecutor to bring cases before the
court in respect of infractions of
law, It is not a question of quoting
Diecy which I do not quote. I am
however thankful to the Hon. Member
for his expounding the law. But the
question involved is not of that nature
alone The question is this. You want
to make the Investigating Officer the
judge in his own case, It ig entirely
wrong; it is basically wrong. What-
ever the hon. Member may say that
I take interest in matters relating to
the liberty of the individual, I should
not expect him to ignore the point I
made on this score. I am rather
perturbed that our hon. Finance
Minister, who is also responsible
for the Constitution, and who is
perhaps a better lawyer than myself
or any other member of this House,
thinks the princfble of this provision
to be right. If he can digest all
these and yet tell ug that he is right. X
think it is too much. So, I would
respectfully beg of him to kindly re-
consider the position and bring aa
amending measure to the Bill soon.
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Otherwise, we might land ourssives
in difficulties. 'The Sea Customs Act
applies to a differemt set of circum-
stances. Now you are making those
very officers who are charged with
investigating, the judges in those
cases. This should never be taken as
s precedent, My fear iz that this
will be taken as a precedent. He
says that only 180 or 140 cases are
brought to the court but we have no
proof. My humble submission is that
I am not satisfled with this provision
in section 23(f).

Shri T. T. Krishnamachari: I would
like to submit that my legal advisers
tell me that the amendment has
been made in tune with the amend-
ment to the Crimninal Procedure Code.
Of course, I am not g lawyer. They
say that the amount in the Criminal
Procedure Code is Rs 2,000 and
that 1s why they have made it here
also. We have not done anything
arbitrary., We have made it in tune
with the Cr. P.C.

Pandit Thakur Das Bhargava: May
I know the section or authority in
the Cr. P. C. whereby én Investigating
Officer 1s given the powers of the
Judge.

Mr. Deputy-Speaker: That can be
done leisurely. The hon. Member just
now said that he might later on do
it leisurely.

Pandit Thakur Das Bhargava: My
request is that this amendment should

not be taken as a precedent for the
future,

Shri V. P. Nayar: May | suggest
that all the other amendments may
be put to the vote?

Mr. Deputy-Speaker: Do Govern-
ment accept any of the amendments?

shi{ T. T. Krishnamachari: T accept
the smendment of Shri Hajarnavls,
that is, amendment No. 17.

Mr. Deputy-Speaker: I will now
put amendment No. 17 to the vote of
the House.

The guestion is:
Page 06—

Jor lines 20 to 25, substitute:
“(1A) “wheever contravenes—

(a) any of the provisions of this
Act or of any rule, direction or
order made thereunder, other than
those referred to in sub-section
(1) of this section and section 19
shall, upon conviction by a Court,
be punishable with imprisonment
for a term which may extend to
two years, or with fine, or with
both;

(b) any direction or order made
under section 19 shall, upon con-
viction by a Court, be punishable
with fine which may extent to two
thousand rupees® Y

The motion was adopted.

Mr. Deputy-Speaker: We will now
take up amendments Nos 11, 12, 13....

Pandit Thakur Das Bhargava: Has.
my amendment been accepted.

Mr. Deputy-Speaker: He has not
accepted 1t. He said that this has
been done to bring it in consonance
with the amendment to the Crimi-
nal Procedure Code.

Pandit Thakur Das Bhargava: That
13 a different matter, 1f he 1s making
the provision In view of the amend-
ment of the Criminal Procedure Code.
Here 32(1) says......

Shri T. T. Krishnamachari: ... .not
exceeding Rs. 2,000

Pandit Thakur Das Bhargava: Then
don’t amend this.

Mr. Deputy-Speaker: I will now
put amendments Nos 10, 11, 12 and 13
to the vote of the House. The ques~

tion is:
Page 6, line 14—
for “more” substitute “less”.

The motion was adopted,
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My. Deputy-Speaker: The question
is:

Page 6, lines 18 and 18—

for “two years” substitute “five

"

Years .

The motion was adopted.

Mr. Deputy-Speaker: The question
is:

Page 6, line 24—

for “two years" substitute ‘‘seven
years'.

The motion was negatived.

Mr. Deputy-Speaker: The question
is:

Page 7, line 4—

for “two thousand” substitute

“ffty thousand”.
The motion was negatived.

Mr. Deputy-Speaker: The question
is:

“That clause 16. as amended,
stand part of the Bill".

The motion was adopted.

Clause 16 as amended, was added to
the Bill.

Clause 17 was added to the Bill.

Clavuse 18.—(Amendment of cection

24.)
Amendment made:
Page 9, line 35—
for lines 20 to 25, substitute:
“Sub-gections (1) and (2)".
~(Shri Hajarnavis)
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Mr. Deputy-Speaker: The question

is:

‘“That clause 18, as amended,
staad part of the Bill"

The motion was adopted.

Clause 18 as amended, was added to
the Bill.

Clause 19 —(Amendment of Section
27).

Shri Harish Chandra Mathur: 1 beg
to move:

Page 9—
after line 43, add:

“(i1) After sub-section (2) the
following sub-section shall be
added, namely,—

‘(3) All rules made under this
section shall be laid for not less
than thirty days before both
Houses of Parliament as soon as
possible after they are made and
shall be subject to such modifica-
tions as Parliament may make
during the session in which they
are so laid or the session imme-
diately following.’”

Shri T. T. Krishnamachari: I am
prepared to accept this amendment,
only with one wvariation, namely,
for the word ‘section’ the word ‘Act’
may be substituted.

Shri Harish Chandra ‘Mathur: That
is perfectly all right with me.

Mr. Deputy-Speaker: 1 will now
put amendment No. 16, in the modifi-
ed form, to the vote of the House.

The question is:

Page 9, after line 43, add:

*“(ii) After sub-section (2), the
following sub-section shall be
added, namely,—

‘(3) All rules made under this
Act shall be laid for not less than
thirty days before both Houses &¢
Parliament as soon as possible
after they are made and shall be
subject to such modiflcations as
Parliament may make during the
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session in which they are so laid
or the session immediately follow-
ing.”

The motion was adopted.
Mr. Deputy-Speaker: The question
is:

“That clause 19, as amended,
stand part of the Bili".

The motion was adopted.

Clause 19, as amended, was added to
the Bill.

Clause 1, the Enacting Formula and
the Title were added to the Bill.

Shri T. T. Krishnamachari:
to move:

“That the Bill, as amended, be
passed”.

I beg

Mr. Deputy-Speaker: Motion mov-
ed.

“That the Bill, as amended, be
pasged”.

Pandit Thakur, Das Bhargava: On
the last occasion when we were dis-
cussing the Wealth-tax Bill, we did

not do justice to that Bill. On this
occasion also the same thing  has
happened. We had discussed only

six clauses of that Bill. When the Bill
was brought forward we found that
we were 1n a very great difficulty.
This Bill must be passed today.
Otherwise there would have been a
propesal to send it to the Select Com-
mittee. 1 would respectfully ask Gov-
ernment to bring measures in such
timme that there may be time enough
for the measures to be sent to the
Select Committee. Now our hands
are tied. We cannot do anything. 1
am very much dissatisfied with the
manner in which this Bill has been
rushed through. bacause enough atten-
tion has not been given, which was
due to be given, to this Bill for want
of time. If it had been referred to
the Select Committee, they would
have leisurely considered the various
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provisions. So, I again request the
Government to kindly go through
this Bill again and bring an amend-
ing Bill when they consider it neces-
sary. There is no use rushing through
and passing Bills,. We cannot do
justice to these measures, if we rush
them through like this.

Mr. Deputy-Speaker: He might
suggest that there was no time for
reference to the Select Committee.
But so far as the other question ig
concerned, that it is being rushed
through, that may not be Justified
because the hon. Member himself was
a member of the Business Advisory

Committee,

Pandit Thakur Das Bhargava: We
aiways find that after the Business
Advisory Committee has fixed the

time than whenever more time is re-
quired to be dcvoted and the Chairman
fecls that 1t is necessary to put more
time then necessary more time is de-
voted to it. If you guillotine Bills
like this at the end of six clauses, I
do not know whether justice can be
done to those measures and the House
can be said to have discharged its
duty properly.

Mr. Deputy-Speaker: There was no
guillotine today at least.

The question is:

“That the Bill, as amended, be
passed”

The motion was adopted.

EXPENDITURE-TAX BILL

Mr. Deputy-Speaker: The House
will now take up the Expenditure-tax
Bill, 1957 for which 10 hours have
been allotted. As the House is aware,
4 hours have been allotted for the
general discussion, § hours for clause
by clause consideration and one hour
for the third reading stage.
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The time-limit for speeches will as
usual, be 15 minutes for the members
and 28 ¢0 30 minutes i? necessary, for
Leaders of Groups.

The Minister of Finance (Shd T. T. .

Krishnamathari): 1 beg to move:*

“That the Bill to provide for the
levy of a tax on expenditure, as
reported by the Select Committee,
be taken into consideration.”

As the House is aware, the Bill
was introduced on the 15th of May
1957. Atter the general discussion, it
was referred to a Select Committee
consisting of 35 members on 17th
July, 1857. The Committee has sub-
mitted its report on this Bill to this
hon. House on the 26th of August.

This ijs the first tax of this kind
anywhere in the modern world. The
Select Committee considered care-
fully the general principles which
should govern a tax of this nature
and then examined the Bill clause
by clause. The Committee considered
the various points raised by the
Members of the House during the
gcneral discussion of the Budget as
well on the motion for reference to
Select Committee. The observations
of the Committece with regard to the
principal changes proposed have been
detailed by them in the report. The
Commititee have recommended a
number of amendments to the origi-
nal provisions, both of a substantative
and procedural nature. Copies of
the Bill are in the hands of the hon.
Members of this House. On the
whole, the Committee have approved
of the obijective of the tax which is
to check inter alia personal expendi-
ture and to encourage savings. They
have also approved the scheme of the
tax which is to charge all expendi-
ture of a personal nature irrespective
of the source from which it is met,
whether from current income or past
savings or from any other source

The substantive changes recommen-
ded by the committee are in regard
1o clauses 8, 4, 5, and 6. I shall deal
wit' these in some detail
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The amendments suggested to the
other clauses are mostly of a proce-
dural nature, and foliow the patiern

of the corresponding clauses in the
Wealth Tax Bill,

As the House is aware, the. proviso
to clause 3 in the original Bill provi-
ded that no expenditure tex would
be payable if the total income under
the income-tax did not exceed
Rs. 60.000. The House will recall
that at the time of referring the Bill
to the Select Committee 1 had sug-
gested that they might consider whe-
ther the proviso should be changed or
dropped. The obvious reason for
this 1s that the criterion of income
has no relation to tax on expenditure.
The Committee have given careful
consideration to this provision and
have finally come to the conclusion
that in the initial stages of the work-
ing of a new measure like this, a pro-
vision of this kind is necessary to pre-
vent harassment of assessees and to
make the administration of the Act
somewhat easier. They [felt, how-
ever, that no distinction was necessary
between ihcome liable to income-tax
and that which is not so liable. They
were of the opinion that the criterion
should be not the taxable income as
understood in the context of the In-
come-tax Act, but income or accruals
from all sources including receipts of
a casual and non-recurring nature,
Accordingly, the Committee have re-
commended that the proviso should
be so amended as to restrict the
levy of expenditure tax to such per-
sons whose net income, that is income
after taxation, from all sources during
the relevant previous year exceeds
Rs. 36,000. To remove any doubts
that may arise, a new sub-clause has
also been introduced to make it clear
that no expenditure which has been
taxed in any one year on the basis
of accrued liability is taxed again
in 8 subsequent year when the liabili-
ty is actually discharged by cash pay-
ment or otherwise.

The existing clause 4 hag been re-
cast by the Committee and subdivided
into two clauses. Sub-clause (i) is

sMoved with the recommendation of the President.
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almost the same as the originel ciause
excepting that it has further provi-
ded that only such expenditure in-
curred by others for the benefit of the
assessee .as i8 in excess of Rs. 5,000
shall be included in computing the
taxable expenditure of the assessee.
The provisions will ensure that the
tax authorities are not unduly meti-
culous about comparatively small
amounts spent by others but at the
same time it will ensure that in cases
where such expenditure adds up to a
sizable sum, it is not ignored. The
“Explanation” to the clause clarifies
that any expenditure of a trivial or
inconsequential nature or by way of
customary hospitality, say, the accep-
tance of a dinner or lunch is not in-
cluded in the taxable expenditure of
the person accepting it

The new sub-clause (ii) as recom-
mended by the Select Committce pro
vides that expenditure incurred by
one's wife or children from out of the
gifts or trusts created by the assessee
is included in his taxable expenditnure.
To some extent this is already covered
by sub-clause 4(i} but the Commi-
ttee felt that a further .exiension is
necessary as a measure of abundant
caution.

The original clause 5 exempted cer-
tain kinds of expenditure from the
purview of the tax. The Committee
felt that the list of items detailed in
the original clause should be expan-
ded to cover expenditure of various
kinds which are of a somewhat im-
personal nature, and should not,
therefore, be taxed. They are ltems
relating to matters like expenditure
on the purchase of products of cot-
tage industries, payment of premia
on educational and marriage insur-
ance policies, purchase and mainten-
ance of livestock, expenditure for any
publi¢ purpose of a religious or chari-
table nature, certain types of enter-
tainment allowances, expenditure out
of Privy Purses in certain cases and
election expenses to the extent they
are allowed in law. It will be recalled
that during the earlier discussions in
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this House, Members had suggested
one or the other of these exemptions.
Expenditure incurred outside India by
non-resident non-Indian nationals
from any source has also been recom-
mended for exemption by the Com-
mittee, as also similar expenditure in-
curred from sources outside Indis
by Indian nationals, who are not resi-
dent or who are not “ordinarily resi-
dent” in India. This is necessary to
obviate hardship to Indian nationals
living abroad and visiting India occa-
sionally.

Clause 8 provides for deductions
which are to be made in computing
the taxable expenditure of an asses-
see. Sub-clauses (a), (b) and (¢) of
the original clause have been retained
with certain minor modifications,
and the main change is really in sub-
clause (h) which prescribes the basic
allowance. Members will recall that
the corresponding sub-clause in the
original Bill provided a basic allow-
ance of Rs. 24,000 to every assessee
with a further allowance, if claimed,
of Rs. 5,000 in respect of each depen-
dant, there being no ceiling on the
tota! basic allowance admissible to
an assessee Under the scheme of the
new clause as recommended by the
Select Committee, an 1ndividual is to
be allowed a Dbasic allowance of
Rs. 30,000 and in the case of a Hindw
undivided family the basic allowance
will be Rs. 30,000 for the Karta, his
wife and children, plus Rs 3,000 for
every additional coparcener, limited
to a ceiling of Rs. 60,000 for the fami-
ly as a whole. Consistently with the
recommendation for limiting the
basic allowance, the Committee consi-
dered it necessary to allow deductions
in respect of certain types of obliga-
tory or quasi-obligatory expenditure
incurred by the assessee such as ex-
penditure lawfully incurred in res-
pect of civil or criminal proceedings
to which the assessee is a party, medi-
cal expenses for any member of the
family including the assessee’s parents,
expenditure on the education of child-
ren abroad. In order that these con-
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ceigsians are not sbused, the
mittee have recommended certain
limits, e.g. Rs. 5,000 for medical ex-
penses and Rs. 8,000 for educational
expenses abroad. Provision has alsg
been made by the Select Committee
for the deduction of expenditure in-
curred on one's parents subject to a
limit of Rs. 4,000 per year.

It will be remembered that during
the earlier discussion, some Members,
I believe Pandit Thakur Das Bhar-
gava and Shri Shree Narayan Das,
had pointed out the need for mak-
ing such a provision. The Committee
felt that expenditure incurred outside
India by persons who are not citizens
of India bui are resident in India
should be allowed to be deducted, sub-
ject to a limit of Rs. 10,000. The
Committee also felt that, Expenditure
Tax being a new levy, persons who
have been accustomed to a high stan-
dard of living in the past should be
allowed som¢ time to adjust them-
selves to the new standards. The
‘Committee have, therefore, recom-
mended that an option be given to
such persons to claim an allowence
equal to 75 per cent of the average
annual cxpenditure of the last three
years ur Rs. 75000 whichever is less,
but those who claim the higher allow-
ance under this sub-clause will not
be allowed any other deductions, say,
for medical expenses or educational
expenses of children or legal expen-
ses admissible under the other sub-
clauses. I may also add that a prc-
vision for the gradual lowering of this
limit of Rs. 75.000 to {he normal
allowances admissible has been made.

Another point that was brought to
the notice of the Committee was in
respect of the taxes paid by an asses-
see in a foreign country, and the
Committee have proposed a new sub-
clause to provide for the deduction
of such taxes.

I have explained at some length the
more important changes made by the
Select Committee. The amendments
Proposed to the remaining clauses are
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of a procedural nature. As I have
already stated, these clauses follow
closely the corresponding clauses in
tie Wealth Tax Bill which has since
been accepted by the House. I would,
however, like to draw the attention
of the House to the new clause 20
recommended by the Select Com-
mittee providing for the settlement
by the Central Government of the
Expenditure Tax payable in the case
of ex-Rulers. The Committee felt
that having in view the concession
allowed under clause 5(q), it will be
difficult to administer the Act in these
cases without a provisich of this na-
ture. Hence they have suggested this
new clause.

The Expenditure Tax being a new
measure, doubts have been expressed
here and eclsewhere as to the feasibi-
lity of administering such a tax. The
Select Committee have, therefore.
been panicularly anxious to see that
the administrative difficulties are re-
duced to the minimum and the measure
as a whole emerges, in a workable
form. At the same time, they have
been careful to ensure that individual
hardships are reduced to the minimum
possible, particularly as this mcasure,
more than any other tax, is capab.e
of leading to harassment or what is
considered as harassment by people
who arc in authority. There may be
differences of opinion about a parti-
cular concession here or there, but
by and large, the Bill, as it has emer-
ged from the Select Committee, is a
good compromise between divergent
opinions.

Regarding the estimates of yield
from this tax, hon. Members have
repeatedly asked me to hazard an
estimates I have not quoted Prof.
Kaldor so far, though he has been oft
auoted by several Members. But I
will quote him now and point out
that even he has refused to hazard a
guess. In fact, in his report on page
47, he has stated:

“It is however, impossible in
this case to make even a raugh
guess of the magnitude of the
probable yield”.
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The basic difficulty in this case is
that we cannot be sure even to what
extent personal expenditure will be
reduced ag a result of this measure
If that could be done, then we con
envisage the income. Unlike incnme
and wealth which everyone likes to
have in as large a measure as possible,
a normal person would like to reduce
his expenditure, if he could possibly
do so without suffering much incon-
venience.

Then there is the growing tendency
to pass on one’s expenditure to some-
body else to the extent that it can be
done. As hon., Members are aware,
this line of demarcation between per-
song]l expenditure and business ex-
penditure i{s a very thin one. It 1s 50
not only in this country but it is also
80 abroad, and in certain countries, the
term ‘expense account’ has come to
have a special significance. Apart
from this, the very introduction of this
measure and the comparatively high
rates of taxes proposed will compel
a person coming within the scope of
this tax to restrict his expenditure
ag much as he can. We cannot pos-
sibly estimate theeffect of this factor,
but 1 will say that I wili not be sorry
if the revenue from this measure is
not as large as it is expected. 1 will
not be sorry even if it becomes nil.
Then the purpose of this Bill would
be served because to the extent the
revenue from this measure 1s less, to
that extent it would have fulfilled its
primary objectives of putting an eff-
ective check on personal expenditure
and diverting the surplus towards
savings and productive investment
so necessary in the circumstances in
which we are placed today.

So much has been mentioned about
the novelty of this measure, and I
have been told that I have copied
Prot. Kaldor, who has no experience
of this country. Sometimes I have
been aceused that I have not copied
him fully, though he can take ns ad-
ministrative responsibility for anything
that is being done. 1 would there-
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fore want to do something which ¥
usually do not do, namely, to quots,
and 1 cammot do better than quote
Kautilya. While enumerating the
duties of a revenue collector, he says,
(it is in Shyama Sastry’'s book, page
159, chapter 35—Duties of revenue
collectors) :

“He shall also keep an account ot
the number of young and old men
that reside in each house, their his~
tory (choritra), occupation (aaji~
vika), income (aaya) and expendil-
ture (vyay)”.

Then he goes on to say that they
should also ascertain the total number
of men and beasts as well as the
amount of income and expenditume
of each family.

I am glad that Kautilya had thought
of this, though we are recapturing his
imagination in the year 1957 for the
purpose of taxing.

Shri Narayanankutty Menon (Mu-
kandapuram): We are not counting
the animals.

Mr. Deputy-Speaker: By and large,
we have to go slowly.

Shri T. T. Krishnamachari: The
hon. Member there has made me n
beast of burden and, therefore, we
have to count

There is also a special provision
in this book for agents of the Collec-
tor-General who are deputed for
checking the validity of these accounts
of the wvillage and district offices.
After verifying the area, type of pro-
duce, right of ownership etc., it says:

“they shall also ascertein the
total number of men and beasts as
well as the amount of income and
expenditure of each family”.

The tax collectors checking expen-~
diture of families is therefore
not much of a sin that has been fol-
lowed by an umfortunate Finance
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Minigter; something had -been thought
of even in the old days by Kautilya.
That provides me with some staunch
justification, I know in this House
qQuotations of this nature have been

rather popular, and that is why I

ventured on one myself. I hope the
House will after consideration,
approve of the Bill in the form in
which it has been presented by the
Select Committee.

8hri H. N. Mukerjee (Calcutta-Cen-
tral): Mr. Deputy-Speaker, Sir,
when at an earlier stage of the pro-
ceedings on this Bill before reference
to Select Commuttee I took partin the
discussion, I had some hope that per-
haps the Select Committee, mindful
of its responsibility in regard to a
Bill of this description, would improve
upon its provisions. I regret to have
to say, with great respect, that the
Bill comes back to us from the Select
Committee in very much worse shape
than it had been sent by the House.
This has actually given a handle to
those among us who do not want this
Bill at all, and they have actually
made the suggestion that the Bill
should be dropped.

My hon. friend, the Maharaja of
Bikaner, has appended a note of dis-
sent in which he says that it should
not be added to the Statute-book of
India. 1 am sorry that this handle
has been given and 1 say that in
spite of certain deficiencies, we have
to go ahead with this Bill. But theic
1s no doubt about it that this Bill, as
it has come back to us from tha2
Select Committee, bristles with 0
many deficiencies that sometimes
some of us have felt like saying that
perhaps it was hetter to drop it. But
I do not say it because something like
this ought to be put on our Statute-
book.

Our friends who have appended
notes of dissent have referred to .he
factor of what they call harassment.
This question of harassment must
have been raised in very acute icrm
when the income tax, for example,
was first instituted. This harassmert
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argument is bound to recur from time
to time. But on thiz ocecasion, somae
of those among our Members who
have appended notes of dissent, have
almost become lyrical in their attack
on harassment. One Member, fop
whom I have great respect says that
this Bill is to be ‘a parent of harass-
ment’. Another says that there is an
element of ‘inquisition' about the
whote proceeding. Anyhow, I am
sure in these days when the country
has made up its mind about a socia-
list pattern of society, we need not
worry much about these abso-
lutely outdated arguments «oout
harassment and the ingquisitorial as-
pect of legislation of this sort. A
certain amount of inquisitorial activity
is absolutely necédssary if we are go-
ing to have the State undertake pro-
Jects essential for the sake of the
country. I find my hon. friend, Shri
M. R. Masan), making a note on this
point and I am sure we shall hear &
diatribe about the inquisitorial pro-
pensities of the modern State, with
particular reference to certain coun-
tries for whom he has developed a
peculiar allergy. He will give us a
great deal of very interesting material,
but I am sure that when we hav»>
made up our mind about having a
socialist pattern of society and when
the State is the only instrumentality
that we have in order to achieve that
pattern, we have got to putwup with
a certain amount of harassment; but
we have only to make sure that that
harassment 1s minimised as much as
1t can be and we have only to make
sure that whatever little harassment
happens comes t0 be borne by the
presently fortunate members of socie-

ty.

Sir, I would also like to say that
by and large, the clauses which are
likely to be affected have made such
a fine art of evasion, and they would
have a little more practice in regard
to that business so that we need not
really worry very much on their
score. As a matter of fact, Sir, I dis-
covered in a British Judgement in
1920 an obiter by a Judge called Lord
Clyde in a case called Ayrshire Pul-
man Motor Service vs. IRC 1920. He
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gaid in his judgment: “No man ih this
country” —England—"is in the smal-
lest obligation, moral or other, 80 to
arrange his legal relations to his buai-
ness or to his property as to enable
the inland revenue to put the largest
possible shovel into his stores.” Here
I find a judicial pronouncement on the
tundamental right to evade taxes and
to take shelter under legal sophistries
and accounting tricks,. My friends
over there have access to all these
legal sophistries and accounting tricks
in such a way that we need not really
shed too many tears for the attitude
which they are expressing in their
notes of dissent.

This Bill has two major objects.
One is to curtail conspicuous expen-
diture, and the other is to increase
savings. Conspicuous consumption, if
it is un-redeemed by the graces of
good living is not only vulgar, it is
also a kind of demoralising factor as
far as the life of the country and its
economy is concerned. Therefore,
we do not want conspicucus consum-
ption, which is another name for vul-
garity and another name for the con-
tinuation of disparities in our economy,
-which we are not going to tolerate.

The second object is increased sav-
ings. My fear is that this Bill as for-
mulated will not accomplish this twin
objective. The objectives are all
right. But they could have been
achieved, perhaps, better if we had
gone ahead a little more courageou-
sly. After all, the Finance Minister
has shown a great deal of courage in
putting forward this kind of sugges-
tion, because after all this Bill is al-
most unique in the history of legisla-
tion in the kind of country with which
we are familiar. So, he has shown &
certain amount of commendable
courage. I wish he had taken courage
in both hands and gone further ahead
In stopping the whittling down of the
original provisions and helping the im-
provement of certain of these provi-
sions.
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It has been said that there is no
theoretic justification for the lnking
up of liablity to pay a tax on expen-
diture with the income of an indivi-
dual. Actually, Professor Kaldor has

‘pointed out in his report how it is

sometimes much easier to catch a
man who is spending conspicuously. It
is not so easy for & man who has heen
spending conspicuously to give in his
return figures which are fantastically
out of relation to the actual sum which
he has spent. But, in the case of in-
come tax, Kaldor points out, all kinds
of statements are made. Even if the
Finance Minister requires these state-
ments toc be made on oath they would
continue to be made, which have not
the slightest relation to truth,

There is some point in saying that
we should try to catch the thief when
he is trying to deprive the country of
its legitimate dues when we have an
expenditure tax. But perhaps, it is
necessary in our present state of things
to have a kind of criterion which can
only be the income tax criterion in
order to spread our net as wide as we
ought to and, therefore, there should
be some kind of income tax limitation
which we should agree to.

In regard to this there have been
differences in the Select Committee.
Our friends Shri Menon and Shri
Prabhat Kar have suggested that we
should have this tax entirely on ex-
penditure irrespective of  whatever
incomes these people might have
made, and a compromise has been
suggested by my friends Shri Bimal
Ghose and Shri Khadilkar who have
proposed that we should have as a
criterion Rs. 24,000 as net income from
all sources.

Now, for myself I am not happy
about this figure. 1 personally would
have suggested a lower figure. I un-
derstand in the Select Committee the
figure of Rs. 18,000 had also been
seriously discussed. As I said I am
not happy about this figure of Rs.
24,000 mvself. but as I am interested in
making this Bill as good as it possibly
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can be made, I urge the House

seriously to consider this matter care-
fully and to bring down the figure
which has been promulgated by the
Finance Minister as a result of the
deliberations of the Select Committee.

1 would like #lso to say that in view
of the exemptions—exernptions are
very generous—we should alter the
basis of taxation which has been sug-
gested to be on annual expenditure
of Rs. 12,000 per assessee. This is the
suggestion made by Shri Menon and
Shri Prabhat Kar. And, very much
more generously Shri Ghose and Shri
Khadilkar have suggested an upper
figure of Rs. 24,000, But I shall not
suggest a specific figure now. These
different alternatives are before the
House. 1 feel that, perhaps, Shri
Ghose and Shri Khadilkar have gone
a little too far, but I know ] shall be
crying in the wilderness if I wish to
press my point of view with any hope
of 1ts acceptance But, in any case, I
fecl that some lIowering of the figure
suggested by the Select Committee
should be done by this House, and a
suitable amendment of the crucial
clause, clause No 3, is therefore cal-
led for.

In clause No. 4, sub-clause (1) an
addition has been made by the Select
Committee which to my mind, appears
to be rather gratuitous Clause 4 (1)
says:

“....the {following amounts
shall be included in computing the
expenditure of an assessee liable
to tax under this Act, namely:—

(i) any expenditure incurred,
wherther directly or indirectly by
any person other than the asses-
see in respect of any oblhigation or
personal requirement of the as-
sessee or any of his dependants
which, but for the expenditure
having been incurred by that
other person, would have been in-
curred by the assessee, to the ex-
tent to which the amount of all
such expenditure in the aggregate
exceeds Rs. 3000 in any year;”

This last clause iz an addition by
the Select Committee. My point is that
this expenditure envisaged in sub-
clause (i) of clause 4 is obligatory on
the assessee. It is expenditure which,
but for its having been incurred by
any other person, would have had to
be paid by the assessee. Therefore, it
is not expenditure which the assessee
can legitimately shove over to another
shoulder. I feel that this is not just
incidental expenditure that is being
envisaged, it is obligatory expenditure
by the assessee. If that is so, I feel
that the addition of the particular
clause towards the end by the Select
Committee is an open encouragement
to benami transactions which are
such a blot on our economic system
and which in these days, when we
try to go ahead, are being set up as
so many hurdles in the way of our
collecting a most necessary taxation.
I feel, therefore, that the addition
made by the Select Committee to this
sub-clause should be removed.

In clause 5 I find that the exemp-
tions are magnified to such an extent
by the Select Committee that some-
times one feels whether it is the idea
of the Select Committee that only
grocers and tailors and, perhaps, sta-
tioners’ bills should requires to be in-
cluded for the purpose of computa-
tion of the expenditure. I am sure
that 1s not what the House wanted.
I am sure that the Finance Minister,
if he 1s serious m regard to this ex-
penditure tax proposition cannot want
it But I find that the majority in
the Select Committee have amplified
the exemptions. )

For example, clause 5 (a) is much
too omnibus for my taste. It says:

“any expenditure, whether in
the nature of revenue expenditure
or capital expenditure, incurred
by the assessee wholly and exclusi-
vely for the purpose of the busi-
ness, profession, vocation or occu-
pation carried on by him or for
the purpose of earning income
from any other source;”
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This is a little too much. After all,

this kind ,of provision might be inter- -

preted by legal casuists in a fashion
which would enable the person who
-wants to evade taxation to get away
with it. Therefore, 1 feel that this is
much too omnibus a clause and the
sddition made by the Select Commit-
tee should be deleted. I understand
that if it is expenditure for capital
purposes; if it is expenditure which
will result in production, then surely
we are going to allow it some relief, I
am not going to say that expenditure
for the purposes which would bring
about some productive results for the
econoray should come under & kind of
penalty. 1 do not say that. But 1
should not word this clause in the way
that the Select Committee has chosen
fit to do.

18 hrs.

Then 1 come to sub-clause (b). 1t
says:

“any e¢expenditure incwred by
the assessee, or on his behal? by
his employer, wholly and neces-
sarily in connection with the dis-
charge of duties arising out of the
assessee's employment;”.

Now, 1 want to point out something
which I feel is very usually ignored.
Personal expenditure is often covered
up by being shown as the expenditure
made by the company. We all remem-
ber, those of us who were 1n the House
in the last I~acliament, how the
Finance Minister-in those dsys, it was
Mr. Deshmukh-—said openly that he
found that so many of our leadings
industrialists do not seemn to have
either house of their own or cars of
their own or any kind of amenities,
while, as a matier of fact, we find
them living in Babylonian luxury.
You cannot touch them anywherc
because there are all kinds of
loopholes .which they utilise. What
happens iy, 1 find, for example,
under our income-tax law, the per-
quisites are now taxable, but new
dodges have’ been devised and I am
sure the Finance Minister knows all
about it. For example, there is a car
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{lﬁowam. The cpr allowance is sub-
ject to taxation, but the cars are
bought in the name of the company,
registered as a property of the com-
pany; but they are always to be at the
disposal of an individual and every-
thing is found for them—petrol and
the driver and everything. Under
these covers, perquisites are taken
away, 80 to speak, from the gmbit ot
taxation.

Similarly, I find that if we say “any
expenditure incurred by the assessee,
or on his behalf by his employer
wholly and necessarily in connection
with the discharge of duties arising
out of the assessee’s employment™”
then, we are leaving a loophole. 1
cannot suggeest, and of course I was
not in the Committee, I cannot suggest
any detailed modification, but 1 wish
the House applies its mind to it and
plugs the loophole, because I am sure
the loophole is there. There 15 no
doubt about it.

Then I come to sub-clause {e).
This, 1 feel, should be confined only to
acquisition of immovable property. It
says:

“any expenditure incurred by
the assessee 1n conhection  with
the acquisition of any immovable
property or in the construction,
repair, maintenance or improve-
ment of any 1mmovable property
belonging to him”,

Upto ‘“repair and maintenance”, 1
accept, but it is to the continuation of
these words that 1 object. What 1 feel
is, on occasion, those who are going to
be affected by this law, make luxurious
additions to their residences. For
example, I kxnow a Member of Govern-
ment who was a very successful per-
son in Calcutta, and he has a residence
which is air-conditioned. Now, I know
people who add marble floorings to
their houses. It is good; I do not
object to that at all. But suppose, in
the year of grace, 1957-58, somebody
wants to air-condition his entire house,
or if somebody wants marble ficorings
and if somebody wants that kind of
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ornamentation which, in the normal
course 'of things he should pay for,
then, we would like to say that if you
are going, in your wisdom, to have
that kind of ornamental addition to
the residential amenities which you
wish to have, surely be good enough to
pay a few rupees to the country.
Therefore, I say that to keep these
words, “repair, maintenance or impro-
vement”—is not good. “Improve-
ment”, especially, is a very, very
omnibus kind of expression and 1 am
sure lawyers would gloat over inter-
pretations to the expression, I say it
with all respect to my friend Pandit
Thakur Das Bhargava, who, I know is
. a fighter for all good causes. But I
know that efforts would be made by
those who have a particular kind of
talent to interpret things in the wrong
way which would really detriment-
ally affect the interests of the country.

Then I come to sub-clause (£). I was
flabbergasted to fee the Select Com-
mittee adding “bullion, precious stones
or jewellery”. The sub-clause reads
thus:

“any expenditure incurred by
the assessee by way of investment
in deposits, loans, shares and secu-
rities, or in bullion, precious
stones or jewellery”.

I can allow exemption up to “securi-
ties”—up to that limit, but they have
chosen to add “bullion, precious ston-
es or Jewellery”. Even those who
have put in notes of dissent, from the
point of view of the right wing, have
said, “What on earth is meant by
this kind of thing? 1 cannot spend
money for medical reasons or for the
education of my children.” I am
coming to that later on. But I shall
put it from my point of view, They
say we are not being permitted to
spend what we should legitimately
spend for medical reasons or for pur-
poses of education, but you are per-
mitting people to put their money in
bullion, precious stones or jewellery.
Are we living in the middle ages or
are we trying to ape the splendour of
ages which have gone, never to return
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again? what is the point? I cannot-
understand how such a very distin.
guished committee can put in an addi-
tion of this sort,

In clause 5 (g), I shall object not to
cottage industry products but to the-
other things, to other luxury pur-
chases. The clause says: “....any
work of art”. Well, I like it very
much, if I can walk into the parlour
of some of our good friends here and
see the works of art. As a matter of
fact, T want to go to Rajpuiana and go
to certain Maharajas’ palaces to see
the works of art which are thege, I
do not mind it in the least, and I do-
not say it is anybody’'s fault that one,
accidentally, becomes an inheritor of "
works of art which were collected by
one's forefathers. But I say this very
strongly. If today anybody is going
to make luxury purchases, if today
anybody :s going to buy works of ars
for his own delectation, then surely,
apart from paying the salesmen, he
should pay something to the State., I
do not understand why he should
grudge this little contribution to the
State. As a matter of fact, at one
time, the artists required the patro-
nage by the wealthy, by the feudal
patrons of the old days, and the an-
cestors of some of our {friends here
did a good job by patronising the
artists and other people who had no
other way of selling their work. Now,
things have changed altogether. It
tocday, I want to acquire a work of
art, I have no right to have it for my-
self and hang it in my parlour. I may
have a very good collection already
and I might like to add to it. Some
people are passionate art collectors.
Some of my friends here also are so.
I admire them very much, But they
have no right today to go before the

, country and say “I should be enabled

to purchase these things which cost
a very great deal and keep them ih my
parlour and not pay a single pie by
way of taxation to the State”. All
these works of art should be in the
national public galleries. I advise
my friends who are inheritors to
artistic treasures to give them over—
everything over—to the State so that
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everybody, the public, would have a
right to look at those things. Seo,
there, I cannot allow, I cannot agree,
to the permission given to the people
t0 exempt moneys spent for purchase
of works of art from the orbit of
taxation.

1 now come to sub-clause (h). I
have some objection. The clause

says:

“any expenditure incurred by
the assessee by way of contnbu-
tion as capital to a firm or other
association of persons 1n consi-
deration of a share in the profits
of" the firm or association,”

I fear that this includes speculation
won the stock exchanges, and the stock
exchange, as we know very well,
thrives on financial manipulations. It
is by no means a productive process;
it is by no means a productive sector
of the economy and 1f we cannot keep
the stock exchenges’ operation out
of the picture, 1 for onc would not
agree to this provision.

Then I come to clause 5(q) This
relates to the former princes and cer-
tain exemptions are being sought to
be given to them.

Sir, 1 do wish to sav and I do not
make any apology for it. that we
know some of these princes persona-
lly in this House. Some of them we
like very much. As I said before it
is not their fault that they were born
with a platinum spoon in their mouth.
Certain considerations in regard to
them should not be forgotten. I say
all that 1 am quite willing, to exempt
them to the extent of the maintenance
of relatives who are dependent upon

them, because maybe they have in- _

herited a feudal system which at, one
time, perhaps irrationally in our eyes,
implied one’s having to maintain a lot
of dependents. I certainly do not
mind expenses for the performance
of ceremonies. I do not really mind
-their being given certain facilities,
because they have to keep up certain
appearances. Unfortunately, Sir, for
¢he time being we have not expro-

31 AUGUST 1837

Expenditure-taxr Bill 11200

priated them altogéther. 1f we had
done so that was a different matter.
It we had a revolution in this country
they would have been expropriated.
Whether that would have caused
some unpleasantness or not is a difte-
rent proposition. But we have not
had a revolution of that sort. There-
fore, I am prepared to treat them with
every consideration.

But I say at the same time that they
have got certain advantages guaran-
teed by the Constitution. They have
got their privy purses which are not
subject to income-tax, and, there-
fore, I should go very slow, I should
be very careful in permitting them
any further exemptions. As a matter
of fact, we have been asking for the
imposition of incorne-tax on  privy
purposes. We have been asking the
princes to disgorge much of those, 1
do not know, bullion or gold or trea-
sure of what description, which per-
haps for long ages have been stowed
aweay in their coffers. But since they
did en)oy certain exemptions already
guaranteed by the Constitution, I
would not give them any further ex-
emptions. I am prepared to treat them
tairly and squarely. For the time be-
ing the country does not want them
to go altogether For certain reasons
we are havihg an economy where
there is a co-existence of all kinds of
things We do have amongst us some-
times persons who behave very much
worse than many of these feudal
excmplars, because capitalist degene-
ration is perhaps of a worse type on
account of the sophistication with
which capitalist generation carries on
its practices But I feel in regard to
the princes certain exemptions are
being given which ought not to be
allowed. Certain exemptions they
are entitled to have; certain other
exemptions they should not have.

Then, Sir, I want tc refer also to
clause 5 {1) where expenditure incur-
red by the assessee in the purchase
or maintenance of livestock is refer-
red to. My hon. friend the Finance
Minister referred t0 race horses in
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regard to livestock. But I do not
understand why the moneys spent in
purchasing race horsés should not be
computed. 1 should think that would
be one of the fArst items to be com-
puted. I do not have that kind of
feeling which certain puritans among
us have in regard to racing. I have
never witnessed racing. But 1 do not
mind people enjoying racing; I do not
mind it at all. But if I own a race
horse, I must pay for it, not only to
the man who has sold me that horse,
but to the country, because we are
having an expenditure tax. I have
certain particulars which I have pas-
sed on to the Finance Minister. Un-
luckily for me my letters seem to hurt
him, because 1 begin my letters “l
am sorry to intrude on your time, but
here you are.,” [ have sent him some
material about race horses. I do not
know anything about them myself.
But somebody n Calcutta who knows
about the operation in Calcutta, Bom-
bay, Bangalore, Poona and Madras,
these five places, sent me a note on
race horses. I sent it on to him say-
ing, that he perhaps knows more
than 1 do. Race horses are an asset,
My correspondent says that as long
as these race horses are 1n active ser-
vice they are very valuable, but later
when they are put out of commission
they are sent to some stud-farms
where also they can be transferred
with some benefit to the transferor.
If anybody is going to have the luxury
of buying a race horse, surely we are
not going to exempt him from the ex-
penditure tax.

Then I come to the next
clause 6 (1)

clause,

Mr. Deputy-Seaker: The hon, Mem-
ber has exhausted thirty minutes, and
he has reached only clause 6, while
there are 41 clauses and one schedule.

Shri H. N. Mukerjee: I shall finish
in five minutes.

.Under sub-clause (1) of clause 6
exemptions on medical and some other
expenses are proposed to be given.
Rs. 5000 is the amount proposed to
be given for medical expenses and
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Rs. 8,000 is the amount proposed to

be given for educational expenses. A

point has been sought to be made that

this is necessitous expenditure. I have-
great respect for that argument, But.
«s a matter of fact in our country

most people have not the advantage-
of the most elementary medical ser-

vice. Believe it or not, yesterday I

got 8 letter which says that e young.
student has been sent to Calcutita

National Medical Institute and the-
doctor tells him: “recommended admis-

sion in a two-rupee paying bed.” He

has not got the money, he writes to:
me. Most of our people have not got.
the money for the most elementary

medical treatment. If somebody has.
the money to provide medical treat-

ment for himself or his dependants,.
surely he is very welcome. But if you:
are going to spend beyond a certain

limit, then surely he ought to pay to-
the State. If you are paying Rs. 20,000
to doctors and to other people associat~ .
ed with the work of medical service,

surely you can pay a certain sum to-
the State.

Similarly in regard to education, I
do not want people to be stopped from.-
going abroad for purposes of educa-
tion. But surely if somebody cam.
spend Rs. 8,000 on a child's education.
he can pay ten per cent of it, Ras,
800 to the State. Why should not this.
be done? As a matter of fact when the
working class budget i1s to be drawn
up when there 1s a labour dis-
pute and the Tribunal has to.
decide how much money should
be paid to the worker, then.
it is a job to get the tribunal to agree
to Rs. 30 as the basic salary, and they
say that Rs, 30 must include provision
for medical expenses also. We see-
in the case of labouring people that.
1t 1s a job to get the tribunals to
agree to 2.5 or 3 units. for the family,._
while here we give exemptions to all
kinds of people. Why have one kind.
of ethics for the poor and another kind
of ethics for others. Therefore, I foel.
that this Bill requires many changes.

‘We find that there is an attempt at.
blackmail. Here is a document pube
lished by the Forum of Free Enter—
prise which points out how since-
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November 18568 on account of certain
new taxes investment in companies
has dropped. They have given some
figures. They may or may not be true;
I am not concerned with that, This
Forum of Free Enterprise obviously
has access to very expensive paper
and sends us all these documents,
and it tries in a kind of way to blatk-
mail us into submitting to their de-
mand. We are not going to be frigh-
tened by this kind of statement that
capital investment has declined. We
know very well that certain interests
are trying to fight wealth tax and ex-
penditure tax. If you have these
measures, then we will hold the pistol
at you. That is what they are trying
to do. But the country has to go
shead ingpite of these intimidatory
tactics on the part of big money. It
is because the country has declared
war on big money, it is because the
<country has made up its ming,
that we are all going to have
a socialistic sector of economy, whe-
ther the big moneyed interests like it
<or not. It is for that purpose that
“Government is making some halting
efforts from time to time to achieve
that desire. I am sorry that the Bill
is not as good as it might have been.
I do hope that the Select Committee
had done its job a little better, but
even now I have some hope that per-
haps during the course of the discus-
sion in the House certain changes will
be brought about which will make

the Bill more acceptable than it is at
Present.

Shri M. R. Masani (Ranchi-East):
Mr. Deputy-Seaker, I suppose it will
be -agreed that one of the tests by
which a taxation measure should be
Judged would be that it brings in sub-
stantial revenues needed for the coun-
try, without an undue dislocation of
the economic mechanism and without
undue inroads into the berties of the
citizen. When 1 jointed the Select
-Committee, I had an open mind about
this particular measure ! had no
particular pre.conception whether a
tax on expenditure as opposed to tax
on income was a good or bad thing.
Having met Prof. Kaldor and appre-
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ciated his intelligence, 1 thought this
might be an interesting experiment.
But having listened to the evidence
laid before the  Committee, having
studied the Bill and its implications,
having read the Kaldor report I have
reluctantly been dislodged from that
position into one of having considera-
ble scepticism as to whether a tax of
this nature passes the test which I
suggested in the very opening sentence

of my speech.

The Finance Minister himself has
conceded thet not only is he not in &
position to estimate the yield, but he
also is quite prepared for the eventu-
ality that no revenue whatsoever
may be forthcoming from  this
impost. He says that in any event,
certain other aims will have been
achieved, namely, to stop people from
conspicuous waste and extravagant
expenditure. On that point, therefore,
we have to be clear that this tax is
not really a necessary tax. It is not a
a tax which brings in revenue which
we need. It s a speculative tax,
which may or may not bring any
revenue It will certainly bring
along a certain measure of ex-
penditure in the collection of the tax,
which already has been referred to
in the memorandum attached to the
BRill. We will hope that the income
will exceed that amount

On the other hand, the psychological
dislocation that will be caused by this
Bill is considerable. The subject of
harassment has been referred to Prof.
Kaldor himself, in order to guard
against harassment, had suggested a
formula which at least, if the Bill 1s
accepted and the tax applied, is a rea-
sonable one. He has calculated ex-
penditure in the following formula:
Cash and bank balances at the beg-
inning of the year plus all receipts
including gifts. bequests etc. plus
borrowings plus sale proceeds of in-
vestments minus loang made plus
investments purchased plus cash and
bank balances at the end of the year.
He says that having established the
gross expenditure during the year,
the onus should be on the assessee to
claim exemption for certain catego-
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ries of expenditure which are allowa-
ble under his scheme. If he does not
come forwartd with the claim for
exemption, then he will be taxed for
the whole amount. | Unfortunately,
this scheme has not been accepted by
Government nor by the Select Com-
mittee and the door is left wide open,
therefore. for the burden of proof to
be thrown on the assegsee. He will
have to keep a complete and detail-
eds itemised account of all expendi-
ture undertaken throughout the year,
whether by himself,or by the mem-
bers of his family

Even middie-class people like our-
selves must shudder at the thought of
having to prove every single item of
expenditure including our daily
bazaar, our odd purchases, transport,
bus rides, and so on. Not only this
but we should be able to prove that
this was all the expenditure that we
undertook We must aléo prove a
negative, which is almost inpossible
to prove in law. We must prove that
we did not spend more than Rs. 30,000
in a year It is very difficult even
for ordinary people to be able to
prove that they did not do something.
We can certainly prove what we did.
“The least we should have to do is to
show a complcte account and say noth-
ing more than this was spent. I would
be a bold man if 1 put on affidavit at
the end of the year a statement that
I really have not spent a single anna
more than this expenditure. We spend
odd amounts here and there so often
that it is impossible for us really to
say at the end of the year that we
can swear that nothing else was spent.
I had no intention of going into this
in detail, but I would not like to dis-
appoint my friend, Mr. Mukerjee. I
was not altogether surprisad, though
it comes from a gentle person like him,
that this inquisitorial method should
be taken so cheerfully and lightly in
this quarter. After all, from those who
for 30 years swallowed every misdeed
and every crime of one dictator blin-
dly and with adoration and then, when
a second dictator came and denounced
the first as a monster, equally cheer-
tully follow him with the greatest
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amount of complacency and smugness,
what can we expect from people ltke
them? We certainly cannot expect
any moral indignation at any sort of
inquisition.

I am not prepared to agree that hav-
ing accepted a socialist pattern of so-
clety, this country has done anything
like accepting the dictatorial methods
that certain people would like to see
enforced in this country, I do not be-
lieve that the Praja Socialist Party
or the Socialist Party of India would
for a moment support, in the name of
the socialist pattern of society, the in-
quisitorial methods that would glad-
den certain people’s heart. Twentieth
century socialists have outgrown these
juvenile delinquencies of communist
dictatorship If one reads the book of
Mr Crossland, one of the finest
flowers of the British socialist intel-
ligentsia, or anoihar book called
Twentieth Century Socialism pubtlish-
ed by the Socialist Union, with which
hon Mcmbers on  this side are
familiar..........

Shrl Goray (Poona): Will the hund-
red flowers be allowed to grow?

Shri M. R. Masani: They would not
be allowed to grow under Prof,
Mukherjee’s dispensation. The so-
cialist pattern of society the Indian
people are going to tolerate is a diffe-

rent kind of socialist pattern,
something ~which we may be
proud of and that socialist

pattern will not tolerate the inquisi-
torial methods that the Communist
Party and the others of that kind
would like to be enforced in this coun-
{ry. A socialist pattern does not, in
the mind of our Prime Minister and
the Government, I make bold to say,
mean interference, beyond a certain
legitimate measure that they might
consider reasonable, into the private
life and the sacredness of the perso-
nality of the individual I do not for
a moment accept this statement that
the soclalist pattern that this country
is prepared to accept has any resem.
blance to the horrors of the Soviet o
Chinese dictatorship.
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Apart from harassment, there is the
«question of administrative efRiciency,
We have in this country a creaking
machinery, a machinery, as the Fin-
ance Minister admitted a few days ago
that is unable to combat evasions,
unable to recover crores and crores of
rupees of public money which is
slipping through their fingers, be-
cause they have not developed their
efficiency as they should have. He
admitted quite frankly that we on this
side might preach to him about stop-
ping evasion, but he is frankly un-
able to do anything very much about
it.

Is this the kind of machinery which
is now going to be asked to callect a
tax much more hard to collect than the
income-tax? Prof. Kaldor himself has
described this expenditure tax as
“administratively moare difficult to
handle than the present income-tax.”
When cur administrative machinery is
incompetent to collect effectively the
income-tax that is due to them, we
are now saddling them, for a footling
revenue which we hope to get, with
the complicated administrative task
which has to be undertaken and
which they do not seem to be in a
position to cope with, When machin-
ery is not up to scratch in dealing
with an admunistrative problem, the
possibilities of corruption and harasss
ment increase, because what vou can-
not do in a scientific way, you are apt
to do by third degree methods.

When the police in our country are
not capable of having detecting machi-
nery they should have, they beat up
a man and extort a confession. If we
apply that analogy, if the tax-gather-
ing authorities suspect there is a leak-
age somewhere, they will be driven to
harsh methods and 1nquisitorial
methods, because they have not got
the technique by which without those
methods, they can recover the tax
that might be escaping. That is why
very big names in the economic firma-
ment like Professor Pigou, Prc ~ssor
Keynes and Dr. Dalten at various
stages rejected a tax on expenditure
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or consumption a3 administratively
impossible.

Another reason why I for ocne find
it difficult to accept this measure is
that this is not the machinery even
its autbor, Prof. Kaldor,. has recom-
mended. Prof. Kaldor is very clear in
his report that you cannot have a
substantial mcome-tax at a higher
level and a substantial expenditure
tax. He has sai¢ that if you combine
both, you get an intolerable burden of
taxation which will kill incentive and
hamper production, His argument is
that it 15 much better not to tax in-
come when it gets into a man’s pocket,
but to tax it when it goes out because
if he puts it in investment, he is
performing a constructive economic
function Unfortunately, his advice
that nothing over 7 annas in the rupee
need be levied on income has been
ignored We have got 85 per cent of
the income as the ceiling and simul-
taneously, we have added to it the
expenditure tax, flouting completely
Pro! Kaldor's own idea that one
should replace the other and not be
added to the other. ‘Therefore, this
failure to reduce the supertax and
income-tax proportionately makes this
tax samething that is inequitable,
something that, in the words of its
own author, would do more harm than
good.

Now, Sir, Rs. 30,000 sounds a big
amount when one thinks of it in the
abstract. But, Rs. 30,000 broken down
into monthly expenditure for a family
of three people—because it is a family
unit expenditure and not an individua?l
one—what does it really amount to?
What is the rupee worth today? Let
me mention just a few indices of
wholesale prices that prevail as com-
pared to what they were in 1839,
Taking the year ending August 1939
as 100, we get 562 as the index of the
price of rice in January, 1957 wheat
584; tea 500; coffee 603; tobacco 809.
These are some of the ranges of the
rise in prices not in luxuries, but in
the daily necessities and comforts of
life. If you take an alround Sgure-——
because, 1 have selected a few items
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and it is fair that I should give over-

all indices—it comes t0 this:
Food articles all put
together 392-1
Textiles 416
Manufactured articles 387°1
All commodities put
together 422:1 '

In other words, the rupee today huys
less than four annas worth of the
1939 rupee. -

It is on the basis of such evidence
that Dr. Appleby has made a remark
in his report to Government on the
administrative services that an official
who draws a salary of Rs. 4000 today
is really getting no more than Rs. 750
a month in 1939 terms. On the basis
of these statistics, the best equivalent
I can give for Rs. 30,000 a year today
is a pre-war income of Rs. 500 a
month. When we talk of these very
rich people who indulge in extravag-
ance, we really are beginning to tax
people who would be drawing Rs. 500
.a month and spending it on them-
selves, on their wives and children. I
ask whether that is the kind of per-
son about whom we should speak
with the animus and envy that some
people seem to do. Five hundred
rupees before the war was a very
. middle class income. It was not a
very luxurious income; nor was it one
of the highest incomes in the country.

Shri Nagi Reddy: Will these figures
apply in the case of wages of workers
also?

Shri M. R. Masani: Certainly.

Even Mahatma Gandhi, with all his
concepts of austerity, which most of
us were unable to follow in out lives,
conceded that Rs. 500 per head was a
legitimate top income for this country
despite all the disparities to which my
hon. friend referred. Now, that Rs.
500 per head has become Rs. 500 for
a family and we are treating as a
potential criminal, an anti-social ele-
ment one who spends Rs. 500 of pre-
war purchasing power. \I am mention-
ing this to show how we are losing
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sight of the real purchasing power of
money and getting blinded by high
figures. We may as well say, after the
war in Germany, that a man who spent
a million marks was a black-marketer,
was living an extravagant life. The
purchasing power of one million
marks after the war was far less. Yet
it was one million. Let us consider
what money buys and let us not get
involved in high figures. Let us have
a little sympathy for the middle class
people who work hard, who want to
educate their children and who want
a little freedom to spend their money
in the way they like and not in the
way in which Shri H. N. Mukerjee
would like them to use their money.

I come to this point in conclusion.
The whole philosophy underlying this
Bill is wrong. It is wrong from the
point of view of the economic develop-
ment and prosperity of our people.
Luxury consumption in our counftry
is already heavily taxed. Import
duties on luxury articles are tre-
mendously heavy in this country.
On top of that, we have quanti-
tative import controls by which
certain things you cannot get at all
even if you are prepared to spend a
reasonable amount of money. Take
motor cars. We know how restricted
these luxuries are and‘ how the prices
have shot up. For an ordinary car
which you could buy for Rs. 9,000 ten
years ago, you have now to give Rs.
22,000. Most brands of cars you can-
not get at all.

The present ratio of saving in this
country without these penal measures
is already high. Let me give the
figures of fixed deposits and savings
in our banks which is a very good
evidence of the rate at which those
with money are saving in our country
today. Economists have held that
time deposits and savings in banks are
a kind of residual investment which
rich people make after they have
bought their shares and securities.
They give a good idea of the trend.
The Reserve Bank has published a

" publication called, ‘Trends in the Pro-
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gress of Banking in India’. On Decem-
ber 31, 1952 the fixed deposits were
of the order of Rs. 135 crores. At the
same time next year, they rose to Rs.
141 crores, in 1954 to Rs. 153 crores,
1955 to Rs. 174 crores, 1956 to Rs. 201:9
crores. Savings in banks rose—

1952 Rs.
1953 Rs.
1954 Rs.
1955 Rs.
1956 Rs.

131 creres,
133 crores,
140 cl:ores,
140 crores,
-158:4 crores.

Here is evidence that those who
have the wherewithal to save are in
fact diverting their wearnings and
their capital to productive enterprise
and productive investment by putting
the money in the hands of the banks
so that that money can be passed on
to constructive and productive pur-
poses. When this process is spontane-
ously taking place, we are now trying
to add a bit of harassment, a bit of
irritation, as if a little prodding was
necessary for poor beast of burden to
push forward. When an animal is
performing its function, it is a cruel,
stupid owner who goes on hitting it
with a stick from behind. It seems to
me that the whole concept of bully-
ing people into doing what they are
doing voluntarily today is wrong. The
only effect will be to put people off,
to irritate them, to make them feel
crossgrained. If you induce that haras-
sed mentality and persecution complex
in people, you are not going to get
out of ‘them what you wish.

[S};RI MouammEeDp IMaM in the Chair]

The entire concept that we should
stop the people from spending is a
luxury which we in an under-develop-
ed country cannot afford. We want in
this country an expanding economy.
We want the people to earn more and
enjoy life more. I takKe it that that is
the ultimate purpose of the Second
Plan. But the first step towards the
ultimate purpose is to ask the people
to spend less and live an austere life,
even without the modest amenities
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and comforts of life to which they are
accustomed. This is not a process
*which will succeed. Ii has not suc-
ceeded in Soviet Russia. It will not
succeed here. People like to see a
little bit of what they are going to get
in the future. If you are going to ask
them to work hard, they want to have
at least one anna into rupee of the
comfort that they are going fo get in
the future at the present time, for
themselves and for their children.
They are not prepared to be told that
at the end of the Sixth Plan, may be,
you may have a richer life for your
grandchild. That is not enough, human
psychology being what it is. What
does this kind of tax try to do? It
tries, in the interests of long term
prosperity, to aggrevate poverty in
the immediate.

On the other hand, what we need
in this country is more purchasing
power to be put into the pockets of
the people. We want the people to
spend the money in their pockets so
that a bigger market can be created.
When a bigger market is created, fresh
employment is created. Because
‘every time a man spends a rupee to
buy something, that something has to
be produced and a man has to be put
on the job of producing that article.
That is how the man who spends gets
a more comfortable life and in doing
so he creates more employment and
more well being in the country. This
is the process of an expanding economy
which we see in the prosperous
countries of the world. We are trying
to thwart this process through a false
sense of austerity and a false sense
of equality.

I have no quarrel with those who
are genuine Gandhians. I have great
sympathy and respect for the point of
view of those like my hon. friend Shri
Jayaprakash Narayan or Acharya Vino-
bha Bhave who want people to live a
simple life. They believe .that happi-
ness does not come through material
comfort or riches. That philosophy is
a sound one for those who can practise
it. But that is not the philosophy of
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the present Government of India.
That is not the philosophy of the
Second Plan. The philosophy of the
Second Plan is a pure materialist
philosophy of saying that people be-
come happier when théy spend more,
when they have more food, more shel-
ter, better clothing better education
end better medical relief. That is
another kind of philosophy. I am not
quarrelling with it. A materialist
philosophy has something to say for
itself although, I believe, it is not com-
plete. Other values have as much
importance in making people happy
as their physical comforts. But it
does not lie in the mouth of those who
have made a religion of -economic
development, whose hearts throb
when they see the indices of steel
production going up, who measure the
country’s well being by how much
steel or cement it produces, to preach
austerity, denial and less consumption
in the same breath, There is a mixture
of logic here which falls between the
two stools. You neither get the simple
life of Gandhiji, nor will you get the
prosperity of the United States. You
will fall right between the two stools
in trying to emulate the prosperity of
America when, at the same time, you
are trying to squeeze people, who will
not produce more unless they are
given a foretaste of the prosperity.
There is a fundamental lack of logic
and intelectual confusion in the pro-
visions of this Bill, and it has no place
in an economy which is undeveloped
and which we want to see developed.
Gandhiji has a right to challenge us
on this, but nobody tlse has that right
certainly, least of all the people who
believe in the material advancement
of the country. +

I was happy in this context to see
a speech by Mr. Morarji Desai, the
Minister of Commerce and Industry,
which he delivered at the Cenirgl
Advisory Council, while inaugurating
that body in July. I think he got hold
of the right end of the stick in that
speech. He said that a large cut in
consumption was not a possible solu-
tion to this c?untrys problem. The

roblem before the country, said he,
was to bridge the gap between pro-
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duction and consumption, not nega-
tively through austerity in consump-
tion, although it was necessary and
useful, but positively through greater
production. The real and only answer
to the problem, said the Minister, lies
in greater production. That is an
emphasis with' which I wholehearted-
<y agrge. But I think the Bill goes
against it. This Bill acts as a dis-
incentive to greater production. By
taking away consumption, you are
taking away more production, which
this country needs. You are asking
people to work hard, take more risks
and earn more. But having earned
more a man wants to have the right to
decide how much to spend and how
much to save because nobody is going
to earn if you are going to tell him
in advance what he is to do with it.
When a man earns, he wants to have
the freedom to decide what to do with
his earnings. That being so, this.
measure will defeat the very object,
production and greater productlon,
which we all desire.

So, Sir, I have very reluctantly
come to the conclusion that I, for one
cannot be a party to this measure at -
all and in my view in the best inter-
ests of the country, this Bill should
not be proceeded with further.

Shri Jaganatha Rao (Koraput): I
rise to support the Bill, as it has
emerged from the Select Committee.
Certain objections have been raised by
my hon. friend, Mr. Masani, regarding
the propriety of such a measure. His
main objections are administrative
difficulties and the harassment that
will be caused to people. Regarding
administrative -difficulties envisaged
by my hon. friend, I say it is a matter
for the department to see. As a
matter of fact, there will be no ad-
minjstrative difficulties because the
officer who assesses the individual to
wealth-tax would be the same officer
who assesses him to ‘income-tax and
expenditure-tax. The whole assets of
the assessee, including income, ex-
penditure and wealth, is before him.
So, it will be all the more convenient
for him to assess correctly the income
of the individual. It will also avoid
evasion of tax.
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Regarding harussment, which was
referred to by my hon, friend, there
will be absclutely no harassment be-
cause the individual knows from the
provisions of thiz Bill that any ex-
penditure incurred by him over and
above Rs. 30,000, which is allowed as
the basic allowance (plus certain
deductions allowed to him wunder
clause 6) will come under the purview
of this Act. So, where is the ques-
tion of harassment. It is open to the
individual to see that his expenditure
does not exceed Rs. 30,000. Then, cer-
tain deductions are also allowed. Only
when his expenditure exceeds -that
limit, he will be liable to tax. If he
crosses that mark, he will be taxed;
if he does not cross it, he will not be
taxed. So, I feel there is no question
of harassment. It has been clearly

_stated in the Bill that persons who have

a net income of Rs. 36,000 and above
will come and above within the pur<
view of the Act. Strictly speaking, the
income has no relation to expenditure.
This figure has been put there so that
persons who have an income of Rs.
36,000 and above know that they
would be liable to pay tax if their
expenditure exceed the prescribed
limit. So; I feel that the grounds
adduced by my hon. friend for harass-
ment do not stand. ©

Then, my friend Mr. Mukerjee hus
referred to the Bill as it has emerg-
ed from the Select Committee, and
said that the exemptions that have
been given are so large that they have
reduced the Bill to a sham. One of
the objects of the Bill is to inculcate
the habit of savings in the individuals
g0 that-they will not waste their
wealth. If they do not waste their
‘wealth, their savings form part of the
wealth of the nation and it can be
used for productive purposes. So,
even if no tax js realised under this
Act, it does not mean that this Act is
not doing any good to the country. If
the expenditure is curtailed because
of this Act, which deters them from
spending, then there will be savings,
which will form part of the wealth
of the nation. TFurther, that wealth
s taxed under the Wealth-tax Act, -

31 AUGUST 1957

Expenditure-tax Bill 11222

So, we need not be sorry that this Bill
has failed to achieve one of the objects
mentioned by the Finance Minister,
namely, it will yield a sizeable income.

The other point raised by him is

that this Act fails to remove the dis-

parties between person and person
True. Disparties in income cannot be
removed by taxation all of a sudden.
It can be done only in course of time.
Every measure of the Government is
aimed to achieve an egalitarian socie-
ty. But it is lengthy process. It can
be done only by a long process. We
cannot progress very quickly. It is
not possible.

Further, we cannot quickly remove
these disparities because our society is
based on the concept of private owner-
ship of property. That is guaranteed
by the Constitution. Every person
has got a right to enjoy private pro-
perty, subject, of course, to certain
restrictions. As long as that provision
is there, we can remove the disparity
only by taxing the people. We cannot
straightway see that disparities are
removed overnight. We cannot just
say that all the wealth shall be State-
owned. This has to be done by a pro-
cess of legislation.

There is the other view expressed,
which I find from the notes of dissent,
where Mr. Masani and others say that
every person has a right to enjoy his
property and so the State cannot im-
pose a restriction because, he says, it
is a fundamental right. I respectfully
submit that is not the correct position.
Every person, of course, has the right
to enjoy his property subject to rea-
sonable restrictions under article 19.
Further, the fundamental rights en-
umerated in Part III of the Constitu-
@on are subject to taxation measures
enumerated in Part XII of the Consti-
tution. Where a measure of taxation
is introduced, fundamental rights cer-
tainly do not arise. =

We have embarked upon a Plan
which requires resources. Wherefrom
is the money to come? Money does



right to demand of the citizenz to
contribute by way of tax fo the suc-
cess of the Plan’ Therefore, my hom.
friend would not be right in saying
that the State cannot ask the people
to curtail their expenditure so that

would not be able to lead a life

§§E
§
i
i
FE

penditure. All reasonable necessitios
required by a person have been provi-
ded for. A person may be accustomed
to live according to a particular stand-
ard, is allowed to do so for his medi-
cal expenses a sum of Rs. 5,000 is al-
lowed. He can send his child to a
foreign country for education. Taking
into consideration that there are per-
sons in various strata of life, reasonable
figures have been fixed. It iz a compro-
mise between two extreme views-—the
view that every person owning wealth
should give away the wealth to the
State or that the State has the right
to take it away from him, and the
other view that the State has no right
to take it away in any shape or form.
8o, I would say that all the Bill aims
at is curtailing of wasteful expendi-
ture. To that there can be no objec-
tion from my friends.

When we have embarked upon a
¥lan, a certain amount of self-abnega-
tion is necessary. Shri Masani was
talking about the philosophy of the
Bfll. The philosophy of the Bill, ac-
cording to me, is that every citizen is
required to undergo a certain amount
of self-denial and self-sacrifice. That
iz why the Finance Minister said and
1 also feel that if all the people in this
country, because of this Bill, from to-
morrow lead an austere life, not in
the sense 0f denying to themselves the
bare necessities of life but do not

either side, either from the rich o
those who hold the other extremw
view that there should be ho rick
pecple, or no people in the higher
income brackets,

I shall not go into the provisions of
the Bill in detajl, but my hon. friend
8hri Mukerjee has raised certain
objections stating that there is much -
scope for evasion. I would say there
is no scope for evasion because all
steps have been taken to see that any
person does not take advantage of the
concessions given to him. Clause §
enumerates certain items of expendi-
ture which do not come within the
purview .of the Bill. Clause 8 gives
certain items of expenditure which
are deductable in calculating the ex-
penditure.

Objection has been raised that this
sum of Rs. 38,000 has been fixed ax
the net income of the person to attract
the provisions of this Bill. As I said,
it is not necessary to connect a per-
son’s income with his expenditure, and
this has been introduced on grounds
of expediency xo that people with an
income of Rs. 36,000 and above would
come within the orbit of the tax.

I commend the Bill as it has emerg-
ed from the Select Committee. I bave
given notice of an amendment to wib-
clause (m) of clause 5 which deals with
the expenditure incurred by the as-
sessee for any public purpose of a
charitable or a religious nature in
India. I shgll deal with it in detail
when the clause by clause disquasion
takes place,

Shri Bimal Ghose (Barrackpore): I
also happened to be a Member bf the
Select Committee, heard the evidenos
and participated in the discussion, and
1 had come just to the oppoaite conclu-
sion to which my friend Shri Masani
has come. I think that this is & good
Bili and that it introduces a good
snessure, theugh I agree with my
friend, 8hrl Mukecjes, that It has un-
fortunately been watered down t a
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considerable extent in the Select Com-
mittee.

The objections to the Bill may be
grouped under various heads, but the
main ones are that there would be
mdre harassment, that we have not
the machinery to collect this tax and
that it would have a disincentive effect
and a few others, but 1 may say a
word about the philosophy of the Bill
to which- Shri Masani referred. His
philosophy appeared to0 be that we
should create more purchasing power
in the hands of our people so that the
market for all sorts of consumer goods
may grow and the people may enjoy
fuller employment and a more com-
fortable life. We have no quarrel with
that, we all want that. He went on
to say that he did not understand
what a Plan was like 1f it meant stin-
ting, if people could not spend as they
Liked. But surely everybody knows
very well that in an under-developed
country in the early stages of a Plan,
there will have to be stinting. Some-
body has to stint in order that the
Plan may succeed. Further, he seems
to fell that it wall have an undesirable
restricting effect.

I turn over the pages of the Minutes
of Dissent and I come to my friend
Dr. Krishnaswami, and I find that he
is of the opinion that it will have no
offect whatsoever because it will not
affect the common people. It will not
affect the ordinary people and the
middle classes, and therefore it will
have no restricting effect or ameliora-
ting effect on the inflationary process
in the country. The two are contra-
may, to a certain extent, be right, but
I would be happy if Shri Masani were
right and this measure has a disin-
flationary effect.

Let us come to the question of
harastment. Any tax measure will
mean some measure of harassment.
The question arises whether that
should be the main ground for oppos-
ing a tax measure. Income-tax itseH
causes & Jot of harassment, but I
believe nodody would propose that we

shguld abolish income-fax. The
ground of harassment cannot be the

only ground for opposing any parti-
cular tax.

1659 hra
{Mz. Srxaxxzr in the Chair)

Of course, I do not deny that harass-
ment is a serious matter, and I hope
that the Government will give due
consideration to it so as to see to it
that no undue harassment takes place
or that harassment is reduced as far
as possible. But just because there
may be harassment, I do not think it
will be right for us to oppose a taxa-
tion measure.

And then, who are the people who
will be harassed, and what will bhe
their number? We have to realise
that so far as the ordinary people are
concerned, or even the middle classes,
for whom 1t appeared Shri Masani was
speaking, they are not at all affected
by this Bill. I do not think that any
middle class people would come with-
in the purview of the wealth or ex-
penditure tax, because I do not think
that a middle class man has an income
of sasbout Rs. 2000 or Rs. 2500 per
month. Therefore, we need not be 8o
anxious to safeguard the interests of
what*we call the middle class people.
There may be harassment, and I
believe the number of assessees would
total about 8000 or so and we have
taken some care to reduce harassment.
For example, we have related it to
income on this ground; otherwise,
there may be undue harasement to
many.

17 hrs.

Then about our tax machinery being
able to bear the burden of such a tax
measure, that is something on which
1 am not competent to say. It is for
the hon. Minister to say whether he
feels that he has the administrative
machinery to carry through this tax
measure. I believe the burdan is not
so great that the income-tax depars-
ment—] believe it will be entrusted o



13237 Eependiepre-dsz Bill© 31 AUGUST 1857 Rapenditure-taz Bill 11238

that depertment—will not be enabled
o undertake this.

Then we come to the guestion of
inoemtives. A 1ot ia said about incen-
tives, We exumined this argument
also when we were discussing wealth-
tax. I moaintain that it cannot be
demaonstrated that this tax will neces-
sarily have g digincentive effect.

There is one point I should like to
place before you and that is this,
Only reeently a delegation of indus-
trialists has gone nbroad. That dele-
gation left after these wealth and ex-
penditure taxes were Introduced in
this country. The delegation left
before these relaxations were known
to it. I should like to know as to what
this delegation will tell people abroad.
Are they going to say that private
enterprise is doomed in India, it has
no future and there is no incentive to
work, and therefore, foreigners should
invest more money in this country?
Whenever a tax measure is brought
forward, I know that the people who
are affected wiil always oppose it;
whether it is increasing the income-tax
or the corporation tax or any tax
measure, those who are affected will
oppose it. But I do not think it will
be true to say that this measure will
have & very serious disincentive effect.

Having disposed of the arguments
urged against this measure, 1 should
like to state one or two points on
which I differ from the measure as it
has emerged from the Select Com-
mittee, I feel that it has been water-
ed down. There is this question of
the income level which has been
fixed. The limit of income liable to
this tax has been placed at Rs. 30,000
My hon. friend, Shri M. R. Masani,
hag asked: why are you so much wor-
ried about this Ra. 30,000 Sgure? It is
only Rs. 500 per month compeared to
pre-war prices. That comparison was
absolutely unreal. Why should we
compared with pre-war figures today?
What we have to consider is, what i
the position of a person today with
Ra, 2000 or Rs. 2500 income per month?
Do we consider that he is a man

who goes without the necessitias of
lfe, who has to stint hiraelf to0
much? What is the position of =
man in society today who earns
Rs. 2000 or Rs. 25007 Whatever may
be the price level, we aré saying that
the highest salary that should be paid
should not exceed, let us say, 2000 or
Ra. 2500. That is the highest salary
we are thinking abeut. In this con-
text, we have to decide what should
be the lirnut that we should fix either
for income or for exemption in respect
of the liability to tax. From that
point of view, I think Rs. 2000 per
month 18 8 very safe flgure. Rs. 2000
is not too little. My hon. friend, Shri
H. N. Mukerjee, felt that it was on the
higher side. There msy Dbe some
justification for that, but I feel that
we should not in any case go beyond
Rs. 2000 which will also be within }he
limit of 20 times or 25 times the lowest
income. We have also to considar
that. 1 feel therefore that we shall
amend that provision and bring down
the figure from Rs. 30,000 to Rs. 24,000.

For the same reason, 1 suggesied
that persons who spend more than
Rs. 24,000 a year should pay tax. We
have given a lot of exemptions under
the Bill and I maintain that those
exemptions are very generous. Even
with those exemptions, Rs. 2000 con-
sumption per month should be conai-
dered sufficient., Therefore, I feel that
it 18 not proper that the exemption
limit should be placed at Rs. 30,000

there also.

Then there iz a point with regard
to persons who have responsibilities
and persons who have not, persons
with dependents and persons with-
out, Everybody has been given an
exemption limit of Rs. 30,000. I feel
it is not fair that a married man snd
a bachelor should have the same
exemption limit, A bachelor certainly
should be quite well of with an
axemption limit of Rs. 24,000. At the
same time, a family with dependents
certainly would need more for
expenditure of the famify.
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Therefore, the provision which
lumps evarybody in the sgme cate-
gorw is wrong in principle. I feel
there should be a distinction between
bachelors and married people and
people with dependents. I have sug-
gested an amendment in my minute of
dissent, namely, that the lowest exemp-
1ion limit should be Rs. 24,000 Rs. 3,000
for each dependent with a maximum
limit of Rs. 30,000. The defilnition of
dependents in this Bill extends only
to sons and daughters; it does not ex-
tend to other relatives who really have
to be supported in our joint family
sysiem. We were told in the Select
Committee that it would not be possi-
ble to define dependents, that it we
extended its scope, it would bring in
loopholes for evasions. I was not
really convinced by that argument
that we could not define dependents
in such a way as to plug evasion and
at the same time give relief to peuple
with a larget number of dependent
members. I hope the lawyer Members
of the House will be able to offer some
definition of a dependent which while
doing justice to people, and giving
some relief to joint families will also,
at the same time, see to it that there
will be no large-scale evasion.

This Bill introduces a measure which
is a very novel one., It exists in no
other country in the world. I belicve
that is one of the things we should be
proud of because we are today experi-
menting with a tax measure which
would help in achieving a society that
we desire.

We have to judge every tadx measure
bty the objectives that we set before
us. It is not as Shri Masani would
Hke to say, that our objective is that
we should make more wealth. Natu-
rally, that may be our one objective.
We must also increase our produc-
tion. That is certainly our objective.
RByt, at the same time, while we are
ingreasing production, while we are
ingreasing wealth, it should also be
our objective to see to it that inequali-
ties €0 not widen, do not become
worse, that we assure 1o everybody a
minimum standard of lfe.

31 AUGOST 157  Baponditure-tax BIR

§

Even Professor Xaldor,
quoted by every section of the
came to the eonclusion after
our tax structure that the in
tiegs were too great, and that it
not good for the economy or for
ing the finances for the Second
I should like my friend Shri Masani
to read those portions of Kaldor’s re-’
port, and to agree that a measure
which has the effect of minimising
jinequalities i3 good and will help the
objectives of the Second Plan., And,
particularly, when it is also our desire

it

11

ties, it is all the more desirable that
(1) we should try to evolve an integ-
rated tax structure which will bring
in more revenues, (2) stop evasions
as far as possible—I am sure that all
these measures along with the gift tax
when it will come will help to check
evasion, and (3) reduce inequalities,
and therefore help in the objectives
that we have set belore us.

qfew s1xc v vt (fimre) -
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DISCUSSION REGARDING MEDI-

CINAL PLANTS ORGANISATION

AND VUTILISATION OF CRUDE
DRUGS

Bhri V. P. Nayar (Quilon): Mr.
Deputy-Speaker, I want to raise three
points:

(a) The lack of proper qc-ordi-
nation in the activities of the
Central Government regarding the
utilisation of crude drugs;

(b) The urgency of a compre-
hensive'scheme for the use of
Indian crude drugs to save foreign
exchange spent on import of pro-
ducts of vegetable origin; and

(c) The urgency of carrying on
researches to utilise the Indian
medicinal plants.

Fortunately for us, Sir, the debate
is t0 be replied by Dr. Das who has
the equipment to understand the
points and the problems. Sir, in this
<onnection it is interesting to note
what the Pharmaceutical Enquiry
Committee had to say in relation to
the matter of crude drugs. Here at
page 88 of the Committee’s Report
they say:

“India abounds in medicinal plants

of Crude Druge

and more than 75 per omt
of the drugs of vegotable origin
mentioned in the British Pharma-
coposia are avadlable in the
country.”

Later on they go on to say—

“This (that is, extraction of the
active principles) will add to the
economic resources of the State
and help to meet the needs of the
Pharmaceutical Industry.”

The other day when I put a ques-
tion, I was surprised {o find from the
answer given by the Commerce and
Industry Minister, that this very im-
portant product, namely the active
principles of crude drugs are not be-
ing produced even to g fraction of our
requirements. 1 find also from the
answer to Question No. 85, on the 18th
Jaly, that the following are the only
active principles extracted from crude
drugs in India at present. quinine,
morphine and codeine, emetine hydro-
chloride, ephednne, reserpine and
caffein, and most of them, except
qunine are 1n very very negligible
quantities, although it would be said
that in addition a number of pharma-
ceutical works in the country produce
extracts and tinctures of vegetable
drugs I shall come to that a little
later

Then, Sir, I do not have any precise
information about the foreign ex-
change which we spend on the import
of these alkaloids, because in the lists,
or 1n the statistics of imports they are
not maintained separately There-
fore, I am unable to give the House
an idea of the exact amount which
we have to spend for importing these
in the shape of foreign exchange.

All this happens because our country
has so far had no integrated plan, no
comprehensive scheme, for the deve-
lopment of this industry which is of
vital significance to the entire phar-
maceutical industry We abound in
plants of known medicinal value, I
do not want to bombard the House
with names, but from the Manual re-
garding the flora and fauna of Kerala
I have found that there are so many
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plants with Imown medicinal value.
It will be interesting for the House to
know that in the rich forests of Xerala
we have plants which grow wild with
known medicinal value, including

we doing? We do not seem to have
paid any thought

Mr. Deputy-Bpeaker: The hon.
Member said that he would not bom-

Shri Ferose Gandhi (Rai Bareli):
You can make it intelligible to us!

Shri V. P. Nayar: The Government
of India has not bestowed any serious
thought to this subject. The state of

industry is wvery primitive. We
have necessarily to depend upon im-
ported drugs and these drugs are im-
ported into this couptry not after be-
ing made in other countries from the
raw materials which they have. You
will be surprised to know, Mr. Deputy-
Speaker, that most of the drugs come
back in their finished stage, when we
export the crude drugs. Take the case
of muxvomica. We export it in
thousands of pounds and it comes back
to us at very inflated costs as stry-
chnine. Like that I can point out any
number of instances

This particular subject is covered by
a number of Ministries. The Educa-
tion Ministry has something to do
with it; Commaerce and Industry
Ministry has something to do with it;
the Ministry of Health has something
to do with it. Owing to the multipli-
city of controls . . .

The Deputy Minisier of Education
and Bolentific Research (Dr. M. M.
Das): There is also the Agriculture
Ministry.

of Crude

Skri V. P. Nayar: Yes; as my
friend, the Deputy Minister, has
rightly pointed out, the Ministry
Agricudture has also something to
with it. Al these Ministries are
trolling a single subject and the
result is that the industry has
progressed. It is to the very assrieus
detriment not merely of our phsrma-
ceutlcal industry but to our entire In-
dustry these plants are not merely used
for the extraction of alkaloids, but they
are used in many other ways also.

I shall read out with interest what
great work one of our scientists had
done in the matter of extracting one
of the products from a plant growing
wildly in the south. I am reading
from the Indian Journal of Medical
Science published from Delhi, where
scientists work. ...

Shri Sudbodh Hasda (Midnapur—
Reserved—Sch. Tribes): There is mo
quorum.

Mr. Deputy-Speaker: The bell may
be rung.

8till there is no quorum. Direction
No. 19 on Half-an-hour Discussion
reads as follows:

gafendf

‘“When half-an-hour discussion
under sub-rule (1) of rule (1) of
rule 55 is interrupted for want of
quorum or when there is no time
for the Minister to give a full
reply to the debate, he may, with
the permission of the Speaker, lay
a statement on the Table of the

House.”

So, the Minister will lay® a statement
on the Table of the House. We are
adjourning; there is no other alter-
native.

The House stands
11 A.m. on Monday.

17-40 hrs
The Lok Sabha then adjourned U

Eleven of the Clock an Monday, the
2nd September, 1957,

adjourned till

*Laid on the Table on 12th Septem ber 1987,
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Aﬂ of ech of the fol-

o. IV.

REPORT OF BUSINESS AD-
VISORY COMMITTERB
ADOPTRED.

Eighth Report was sdopted
BILLS PASSED— 11066—11186

(1) Purther discussion oa
the motion to consider the

11064—68

Railwey Passenger Fares
Bill concluded and the
motion was adopted.

After clause-by-clmuse con-
sideration, the Minister
of Finance (Shri T. T.
krishnamachari) moved
that the Bill, as amended
be passed. On the motion
the House divided : Ayes.
160; Noes:  47.
motion was  accordingly
adopted and the Bill, as
smended, was passed.

11245

Cormoes

BILL UNDER CONSIDERA-
TION 1

The Minister of PFinance
(Shri T. T. Krishnamacharl)
moved for the considerarion
of the Expenditure-Tax
Bill as reported by Select
Committee. The discussion
was not concluded.

------

Shri V. P. Nayar raised a half-
an-hour  discussion on
points arising out of
answer given on the 2s5th
July, 1957 to Starred
Quesiion No. 336 regard-
ing Medicinal Plants Organi-
Chte Drogs Hi spocch

e s
was unfinished when the
uorum beil rang. Lok
abha adjourned for want
of quorum at §.40 P. M,

AGENDA FOR MONDAY,
aND SEPTEMBER, 1957.

Discussion on the motion regard-
ing International situation.

186—11241
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