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Motion to pasŝ  as amended . . . . . . . . . 11119

Foreign Exchange Regulation (Amendment) Bill—
Motion to consider . . . . . . . 11121— 11186
Clauses 2 to 19 and x . . . . . . . 11167—85
Motion to pass, as amended . . . . . . . . . 1118s

Expenditure-Tax Bill—
Motion to consider, as reported by Select Committee 11186— 1x241

Hali-an-hour discussion re medicinal plants organisation and utilisation ot crude
drugs . . . . . . . . . . . . 11241—44

Daily Digest . . . . . . . . . . 11245—46

W*. 37.—-Monday, 2nd Septtmbtr, 1957.—
Oral Answers to Questions—

Starred Questions Nos. 1372, 1374, 1376 to 1381, 1883 to 1387, 1389 to 1391,
1393. *395 to 1397, 1400 to 1402 . . . . . . 11247—84

Written Answers to Questions—
Starred QjMtions No*. 1371, 1373, 1375, tj82, 1388, 1394. *398. 1403 to

1 4 0 6 ..................................................................................................n»48— 39
Unstarred Questions Nos. xo86 to 11 2 4 .................................................11289— 11313

Papers laid on the T a b l e ....................................................................................... 113x3-



Co lu m n s

Kola* Committee—
Pint R e p o r t ..................................................................................................1x314

President’* anent to B i l l * ........................................................................................1x314
Calling attention to matter ot urgent public importance—

Reaigoation ot elected Member* ot the Jabalpur Cantonment Board 1131S-16
Leave ot A b s e n c e ..................................................................................................1x316-17
Morion Tt International S i t u a t i o n .......................................................... 11318— 11430
Daily D i g e t t ........................................................................................................... 1x451— 54

'io. 38.— Ttutday, y d  Stpttmbtr, i f f l .—

Oral Antwer* to Question*—
Started Questions No*. 1407,1408, 14x7, 1409 to 1416 and 1418 to 1413 X14SS—9*
Short Notice Quettion No. 22 . . . . . . . . 11491—93.

Written Antwer* to Question*—

Starred Question* No*. 1424 to 1441 ' ................................................. 11493— 1x50}
Unstarred Question* Not. 1125 to 1131, 1133 to 1147 aad 1149 to 1175 11503—32

Supplementary Demands tor Grant* tor 1957-58 . . . . . . 11533.

Calling attention to matter o f  urgent public importance—
Stoppage ot train at Nadiad by m o b ................................................. 11533—35

Statement r« Air Accident at Oum D un  Airport . . . X1535,
Election to Committee—

Committee ot Parliament to examine recommendations ot Official Language
Commission . . . . . . . . . . . 11536—43

Expenditure Tax Bill—
Motion to consider a* reported by Select Committee. n $ 43— 11698
Clause* a to j  . . . . . 11603—>8

Daily Digett . . . . . . . 11699— 11702

Ne. 39.—Wtdtutday, 41k Stpttmbtr, 1957—
Oral Antwer* to Question*—

Starred Question* No*. 144a to I445> 1447 to 1453, M55 to 1460 and
1471 . . .  ........................................................... 11705—43

Written Answer* to Question*—
Starred Questions Nos. 1338, 1446, 1454, 1461 to 1470. 1472 to 1477, 1477-A,

1478 to 1484 and 1486 to 1488 . . . 11743—58
Unttsrred Question* Nos. 1176 to 1214 and 1216 to 1260 11758— 11804

Motion tor Adjournment—
Explosion in Kanpur goods shed . . . . . . . . 11804—1

Paper laid on the Table . . . . . . . . . 118x2
Hxpendirure-Tax Bill—

Clause* 5 to 41 and X and Schedule . . . . . . . 118x2—93
Motion to pass as amended . . . . . . . . . 1x893.



W

lata ranee (Amendment) Bill—
Motion to c o n s i d e r ............................................................................. 11893— H921
Clause 2 to 5 and 1 .......................................................................................H9M—Jr
Motion to p a s t ................................................................................................ 11921

Legislative Council* Bill—
Motion to consider . . . . . . . . . .  11921— 54

Daily D i g e s t ..........................................................................................................11957—62
N t. 40.— Thursday, 1th S*pttmb*r, 1957.—

Oral Answers to Questions—
Starred Questions No*.* 1489, 1491 to 1498, 1500, ijo i, 1503 to 1509 asd

1499 ................................................................................................ 11963— 12000
Short Notice Question No. 23 . . . . . . . .  12000— 03

Written Answers to Question*—
Starred Questions Noa. 1490 and 1510 to 1526 . . . . .  12003— 13
Unstarred Questios Noa. 1261 to 1302 ................................................ 12013—40

Taper laid on the Table . . . . . . . . . .  12040
Minutes ot Rules Committee . . . . . . . . .  12041
Messages trom Rajya S a b h a .............................................................................12041
Petition re Indian Post Office Savings Bank Rules . . . . . .  12041
Calling attention to matter ot urgent public importance—

Amounts payable by India to Pakistan . . .  . . .  12041—44
Legislative Councils Bill—

Motion to consider . . . . . . . . . .  12044— 66
Clauses a to 8 ....................................... ............................................ 12105— 66

Discussion re prices paid tor locomotives manufactured by Tata Locomotive
W o r k s ................................................................................................ 12166— 12224

Daily D i g e s t ...............................................................................................................12225—30

C o l u m n *

N. B.—The sign +  above a name ot a Member on Questions, which were orally answered, 
indicates that the Question was actually asked on the floor ot the House by that 
Membar.



LOK SABHA DEBATES

1 1055

L O K -S A B H A

Saturday, 31st August, 1957

The Lok Sabha met at Eleven of the
Clock.

[M r S p e a k e r  in  the Chatr]

BUSINESS OF THE HOUSE

The Minister of Parliamentary*
Affairs (Shri Satya Narayaa Slnha):
With your permission, Sir, I rise to
announce the business 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

Business thereafter will consist of
the following items:—

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

2 The Insurance (Amendment) Bill

3 The Legislative Councils Bill.

4 The Inter-State Corporations
Bill

5 The Dhoties (Additional Excise
Duty) Amendment Bill.

6 The Cotton Fabrics (Additional
Excise Duty) Bill.

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

A  two-hour discussion under Buie
193 on the following subject given- 
notice of by Shri Feroze Gandhi and
iShri K. K. Warior is scheduled to be

IIO56

held on Thursday, 5th September frota
4-30 p.m. to 8-30 p>m.:

“Prices paid for locomotives
manufactured by Tata Locomo
tive Works” .

PAPERS LAID ON THE TABLE

S t a t e m e n t s  s h o w i n g  a c t i o n  t a x z X  
b y  G o v e r n m e n t  o n  v a r io u s  a s s u r 

a n c e s  rrc.

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

(1) Supplementary Statement No-
I Second Session, 1957 of Second Lok
Sabha

[See Appendix TV, annexure No. 17]

(2) Supplementary Statement No.
II First Session, 1957

[See Appendix IV, annexure No. 18]

(3) Supplementary Statement No.
IV Fifteenth Sesssion, 1957 of First
Lok Sabha

[See Appendix IV, annexure No. 1BJ

BUSINESS OF THE HOUSE
Shri Bimal Ghose (Barrackpore):

Sir, I would like to draw your atten
tion to the unsatisfactory manner in
which, owing to pressure of tim*, w®
conduct legislative business in this
House As you will have noticed, in
regard to the Wealth Tax Bill, discus
sion on clause 6 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 I
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-

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 th,
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

i

.,. 1'- .•

,II 'i7
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day or till midnight. There is
accusing that so much work
not be brought forward or tha
beginning of the session the
business before the session 0'

be announced. It is not possible,
ever Government is in power
announce the business in th~1
ning, and every week also I ha
ed them to announce the busU
the ensuing week.

As regards reference to corm
it is a matter which has to be
dered. I do not know how the
will approve of it. We refer:
Joint Select Committees and
Committees,and afterwards a
have the same discussion here.

Therefore, we must sit longei
ber of days and longer numl
hours. If we have to sit beyor
I find there is so much of clarno
people are not prepared to sit
get tired, I do not know wh
Minister can do. We must get tl
the work by sitting longer n
::Ifhours or longer number of
or both.

Shri Bimal Ghose: Why is ij
possible for them to say at the
ning as to the business.. . .

Mr. Speaker: It is not possible
is it possible? They find then
numerous things , .....

Shri Bimal Ghose: It is only
month or two that the House sit
before that the Government s
know its business.

Shri Satya Narayan Sinha: Si:
hon. Member in the first instal
not correct when he-says that in
session Government brings for
too much legisiative business. A
rate, with regard to this Budget
sion, unusually the amount of bus
has been very small.

r Mr. Speaker: I am surprised at '
the hon. Minister says. If the
ernment has to get through
business. what is the good of 1
apologetic about it?
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day or tlH midnight. Thar* it no food
accusing that so much work should
not be brought forward or that in the
beginning of the session the entire
business before the session ought to
be announced. It is not possible, which
ever Government is 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 find there is so much of clamour and
people are not prepared to sit. They
get tired I do not know what the
Minister can da. We must get through
the work by sitting longer number
Df hours or longer number of days
or both.

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

Shri Satya Narayan Slnha: Sir, the
hon. Member in the first instance is
not correct when he says that in each
session 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 itr

Shri Satya Narayan SiaJuu I am «at-
plaining that with regard to this par
ticular session, unusually....

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

Shri Satya Narayan Sinha: Thera
is some misunderstanding about the
working of the Business Advisory
Committee. Perhaps my friend has 
not been a Member of it

Shri Bimal Ghose: I have been a
Member.

Shri Satya Narayan Slnha: I am
sorry 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 I 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 deci
sions 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 Finance 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 allotted four hours for
it. You said, and the Members of the
Opposition said there should be nine
hours. I 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 am
be quenched. Some limitation some
where we must have.

Shri A. ML 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 jurt one day
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earlier, there will be ao many difficul
ties. So, if there is • pos*ibility o f ex
tending it by two or three daya we
may be informed now or we may be
told that it will be over on fhe 13th.

Shri Satya Narayaa Sinha: I *aid
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 1956 is
available, we might discuss it this ses
sion. If that is d on e ....

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 definitely whether we will
ri»e on the 13th or we will sit on the
14th.

Shri B. S. Morthy: The Scheduled
Caste Members have been asking for
two yean for the report to be discus
sed.

Shri Satya Narayan Sinha: If the
1050 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. In
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 also 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, 51 hours at the
present rate.

Mr. Speaker: 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 dropped.

Mr. Speaker: So far aa fhe mart 
week is concerned, the hon. Minister
has announced what the work w ill
be. Thereafter he will announce for
the next week and so 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 will be
taken into consideration. To my
knowledge the report which has been
published and which is put for con
sideration by Parliament is for 1955-56.

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

Mr. Speaker: I think it is 1955-86.
Why was this suggestion made that if
it is available it will be discussed? Is 
it not available already?

Shri Supakar: 1955 report is availa
ble.

Shri 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 exhauatad.

I 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, thU ses
sion.
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S k r l  6 a t ^ k  K u a r a s  S i n h a :  1 s h a l l
gladly accept the suggestion.

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

Shri Siva Baj (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. If 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 Ferose Gandhi: But, where is 
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 it is available, may also be 
discussed. Now that the report for
1956 is not available and discussion 
of the 1955 report is only a post mor
tem affair. Therefore, both the re
ports of 1955 and 1956 must be made 
available to the Members and then 
two days may be allotted. If 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 1a not there.

Shri Shankaralya (M ysore): l i t  
business for the next week bits bean
announced. With regard to Planning 
a discussion was to take place. 1 
want to know when it will be taken 
up so that we may prepare oursalvM.

Mr. Speaker: For one week tba 
work has been anounced. Why 
should the hon. Member ignore this 
and go to the next week?

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

BUSINESS ADVISORY COM M TT»* 

Eighth Rxpoirr

The Minister of ParHsmsntsry 
Affairs (Shri Satya Narayan S late):
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, 1W7."

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 is

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

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

The affairs of the Life Insuraaoe 
Corporation are rather important aad 
the discussion for one hour practical
ly reduces it to a flare* since I knew
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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 made.

If we are hard pressed this session 
we might have it next session. But, 
one 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 2J 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 Tariff 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.

Mr. Speaker: Locomotives?

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

Mr. Speaker: Two hours have been 
allotted.

Shri Feroxe Gandhi: 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 
so even with respect to important mat
ters. Hon. Members wil make bold 
to say what they want to say.

Several Hon. Members roje—

Mr. Speaker: How long axe w e to
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 Ala 
morning. That relates to the list of 
Members who participated in the de
liberations of the Committee. Shri 
Dwivedi, whose name a pears a s ' a 
Member who was present in the Bu
siness Advisory Committee 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 is, there is an inaccuracy and it 
is better that it is removed

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

"That this House agrees with 
the Eighth Report of Business 
Advisory Committees presented to 
the House on the 30th August, 
1057”.

The motion was adopted.

RAILWAY PASSENGER FARES 
BILL—contd.

Mr. Speaker: The House will now 
resume further discussion on the 
Railway 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. T. 
Krishnamachari): I have carefully 
heard what hon. Members said on this 
question. The remarks made by hon. 
Members in regard to this Bill faD 
into three categories.
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The first one arises out of an objec
tion that some hon. Members have in 
regard to the taking away ot what 
they consider to be an income which 
ought to accrue to the railways and 
apportioning it to the States. The plea 
la 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 
is 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 is a 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 tune, 
they would not raise fhe revenues 
which they had agreed to raise. There
fore. he feels that it 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 I 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 quit* sure if 
reasonable funds for railway develop

ment could not be found. I think il 
could be found and it is being found.. 
What stands in the way o f develop
ment so ter as railways are concern- 
ed happen to be other factors. O f 
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 ex
change expenditure, which we ax* 
not, at the present moment, in a posi
tion to undertake.

I 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 railway 
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 ques
tions are to be asked, I will allow 
them at the end.

Shri T. T, The pre
sent amount for the Plan, which is of 
the order of about Rs. 1,160 crore*— 
may be there may be a 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 possible. 
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 o f 
the States' budgets now. 80 far M
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this year, 1957*58, is concerned, out of 
a total Plan expenditure of Ra. 966 
crores, the State expenditure would 
be of the order—including centrally 
administered area*—of Ra. 467 crores, 
out which we have to find lor them 
Rs. 280 crorea. The difficulty in re
gard to the State budget cornea in re
gard the balance of Ra. 190 crores, 
which they have to find. We find 
there are dteficits in various province*. 
It is this aspect of the matter that is 
now engaging the attention of the 
Planning Commission. The members 
of the Planning Commission are un
dertaking personal toun. The Deputy 
Chairman is going to three States; the 
Member, Industry, is going to 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 aflect the Plan, so 
far as 1057-58 is concerned. So, my 
friend, Mr. Ghose, m u if understand 
that I 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.
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I have to And 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 cannot split up the 
increase in various areas, according 
to the schemes they have in particular 
regions 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 tact 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,

there is a large-scale evasion in the 
sales-tax revenue.

If it is integrated with excise, we 
will be collecting it without much 
1" ■ It i; the intention that any ad
dition that would be put on excise 
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 so 
far been undertaken by the States 
would not amount to more than Rs. 
100 crores or probably 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 is, 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. I 
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 States 
also and finding resources for the 
States is something paramount apart 
from the constitutional obligation laid 
on Us by article 267 Therefore, I 
would humbly submit that Shri Bimal 
Ghose, notwithstanding the fact that 
he has very good 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 thin 
tax would add to the burden. Of
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course, it would. How can X My even 
to convince my bon. friend Shri 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 is 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 1 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 bon. 
friend Shri Sadhan Gupta says, “Choke 
off these people.” If 1 choke off these 
people, the income would not come 
until such time I 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 m<jre even. We will know 
how to collect a 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 would like also the tax 
to be low. I would like an income- 
tax of 20 per cent with a large cove
rage of the population who are earn
ing 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 
weak. 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.

Aa Boo. Member: You are teiMUS.

Shri T. T. IrW D im d u tt; I W
mentioning it only Incidentally; not 
that 1 am worried about it, nor that it 
matters. Here we are to do a, Job and 
a duty. But, the fact remains that 
today you cannot accuse this Govern
ment of being partial to any section- 
If any leniency is shown, it haa a pur
pose behind it, a purpose which in the 
long run will serve better than serve 
us ill. 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 at 
facts, I do not think he can say that 
this tax is bad and that I should not 
give the States the relief that w* 
should give.

Some hon. Members asked "is it 
going to give Rs. 30 or 40 crores." I 
think 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 taka 
away Rs. 60 lakhs and we get Rs. 131 
crores. Or there may be a little more 
income 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 should 
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, 
it gjvej me no pleasure to go on doling 
to the States Rs. 280 crores this year 
and more next year perhaps by way 
of grants and loans and stand in the 
way of certain of our revenues not 
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 
straightaway 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 h*i|>
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them to the maximum possible extent 
That, I thinlr, takes away the other 
types of objection to this B ill

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 
hiu areas, it was my friend Shri 
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 be 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 fir  as the question of fur
ther diminution in the rates is con
cerned, I hope hon. Members will 
appreciate the point of view mat 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 -4here will, be no difficulty 
about it.

That, I think, more or less 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 ha9 been in
tended to raise revenues for * the 
States and the impost Is reasonably

srnall. Shri N. R. Munisamy said that 
there is over-crowding and as a xe- 
sult of this, there would not be over
crowding, and so we won’t get a*y 
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
tem. It takes times 10 remove it. But 
notwithstanding all that, I feel that 
the burden is very small, it is 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 Blmal 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 reven
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. Krlshnamachari: 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. I 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 concerned, I think Shri Naushir 
Bharucha raised a point as to whether 
there could be separate budgets what
ever might have been the convention 
during the previous regime. 1 said 
that under the rules there was noth
ing preventing it. All the same, I 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 aTe not treating the 
post office separately. This is a matter 
which has to be considered.

Shri T. B. Vlttal Kao (Khammam): 
A n n u a l ly  we pay a dividend to the
general revenues. The question is
whether a moratorium may not be
declared for a certain number of
years.

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

Mr. Speaker: Yes. I was Chairman 
and that question arose there. If we 
mix it, there is no question of mora
torium. All the property belongs to 
the general fund. That is exactly 
what the hon. Minister said. What is 
the meaning of having it separately 
as postcard or telegraph charges. They 
all go into the consolidated fund. When 
the foreigners were in charge, we 
wanted to do it differently and then 
had a convention. Whether in the 
altered circumstances, the convention 
is necessary or not, whether consti
tutional or not, was a 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 
ot 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 ma adopted child.

That is what happens. Let us examine 
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
tance*.

Shri Dmsappa (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 House.

The question is:
“That the Bill be circulated for

the purpose of eliciting opinion 
thereon by the 10th November,
1957 ”

The motion was negatived.

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 Nathwani (Sorath): I beg to 
move:

Page 1, line 6—
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 dame 3, it U 
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 res
pect of luggage or other things. My 
amendment seeks to make this posi
tion clear. I hope the Minister would 
consider and accept it.

Shri T. T. Krtohnamachari: 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 very 
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 th* 
House. The question is:

Page 1, line 6,—
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 tax on passenger 

fares)
Shri Tyagl (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 
faras are charged on inflated 
mileage basis, the tax shall be

levied and collected on only that 
portion of the fare as related to 
actual mileage."
Shri Bhakt D anina (Garhwal): I

beg to move:
Page 2, line 6—
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 apeak 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 shall 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 railway lines only in the res
pective States.”
Shri Balaaaheb FatU (Miraj): I

want to move my amendment No. 20.
Shri T. T. Krishnamachari:,I do not

think that amendment No, 48 can be 
moved.

Mr. Bpeaker: Very well, I will lode 
into its admissibility.
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Shri Yadav (Barabanki): I want to 
move amendment No. 10.

Shri Fateslnh Ghodasar (Kaira): I 
want to move amendment No. 9.

Mr. Speaker: So, the amendments 
which hon. Members would like to 
move to this clause are 9, 10, 20. 21, 
22, 47 and 48 So far as IJo. 48 is <'on- 
cerned, I will And out whether It id 
In order and declare it immediately.

Shri Balasaheb Pa til: I beg to
move:

Page 2, line 6—
after “collected” tnsert “for a

period not exceeding three years.”
Shri Fatesinh Ghodasar; I beg to

move:
Page 2, line S—

after “collected" insert “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, those 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 Kills 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
6 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
ness connections. Unless it Is a case

of a marriage or some case he doaa 
not take to travel. But, at the aam* 
tune, 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-clasa 
passenger in the plains. Therefore, 
he already pays four times. I put that 
question to the Railway Minister too, 
and he was kind enough to recooaf* 
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. Shri T. T Krishnamachari 
comes 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 living in the 
hills will pay three times the tax, 
whereas other passengers m the plains 
will pay only one time If 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 
i times and 12 times The goods 
traffic is charged at the rate of 12 
times 1 am glad that there is no tax 
on goods traffic yet.

Shri T. B. Vlttal Bao: They are
already paying 12 times

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

On the line which falls in my cans- 
titutency it was only 14 times. 1 am 
glad the Railway Minister has been 
pleased to say that he will take away 
the extra half and it will be normal.
I am very grateful to him for that. 
So, my consituency will not have any 
adverse effect even with th** taxation 
measure
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[Shri Tyagi]
But I want to champion the cauaa 

of the hill tracts all over India, where
ver thern are higher taxes. My friend 
the Finance Minister has said that
after the reductions which the Rail
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. I am glad that he has influ
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 
sayB, all right, now the charges will 
not be so much.

Shri T. T. Krlshnamacharl: The pro
vocation for it is because of u»y mov
ing in the matter.

Shri Tyagi: 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 
realised. Since uniformity has been 
effected and averaging ot rates has 
been done practically all over India, 
I do not think it will look well for this 
augurf-House, guardian of the whole 
country, still to allow those poor people 
in hills to just go on paying higher 
rates of fares.

Mr. Speaker That is an argument
for reducing the larces, but not getting 
out of these taxes.

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

ShtJ Tyagt: Tax will be realised
on whatever, they are paying. Since 
they are paying three or four times 
the normal fare they will have to pay 
tax three or four tijnes 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 better 
capacity 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 who 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 Mmistei, when he has been 
generous enough to look into this ques
tion to either request his colleague the 
Railway Minister 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. I 
would request hon. Members to bear 
this in mind.

Shri T. B, Vlttal Rao: Sir, regarding 
this inflated mileage, while I support 
my hon. friend Shri Tyagi’s amend
ment I 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.
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lfcsreforB, on the new railways the 
incidence o f taxation which we are 
going to impose will be higher than 
the normal tax. Therefore, if this in
flated mileage it 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 Dehra 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 
from 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; it is 
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 is 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 axe 
charged though they are not hill rail
ways; but though that letter 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

as tills tax is concerned, I th|nk 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 Finance 
Minister would kindly consider 
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 in 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 in 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 separate, 
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
cerned .........

An. Hon. Member: He has autho
rised me.
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Mr. Speaker; No authority can be 
given so far as this amendment Is con
cerned. I could not allow the amend
ment to be moved *IYie other amend
ments Nos. 9, 20, 21, 22 and 47 are 
before the House.

Shri Fatehsinfa Gbodasar: My
amendment Is No. 9. Now, this tax 
is really meant to collect money for 
the Second Five Year Plan. So, 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.

HffT Tsfa 5TEZTCT y/uru
#TT *FT 5PFTC & :

Page 2, line 6,—

after “India” insert “excepting por
tions of the railways lying in hilly and 
semi-hilly areas.”
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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 
Shri Morarka. So far as I am concern
ed, it >s not the revenue consideration 
that is paramount, but it is so difficult 
on other grounds After all, if people 
are only taking a separate ticket for 
the hill railway, it is an easy matter, 
but as tickets are issued somewhere 
further down which also covers the 
plains along with the hill railways, I 
am advised by the department that it 
is very difficult for them to account 
the fares.

But so far as what my hon. friend 
has in mind, namely, this question of 
an additional penalty on the type of 
railway travel, I understand the 
strength of the feeling of my hon. 
friend, Shri 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 difficult
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to sustain. But I shall certainly con
vey to my colleague the strength ot 
the feeling in this House in this parti
cular matter. Even the Members ot 
the Opposition mentioned it. I 'will 
convey this feeling to my colleague. 
Even though it is a separate budget, 
I 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 ol 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 
area and then work out the fare

Shri Morarka’s amendment is a 
modified version but it does not solve 
the administrative problem m 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 hsjs given is 
enough

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

The amendment was, by leave, toith- 
draum.

Shri Morarka: 1 also seek permis
sion to withdraw my amendment—No. 
47.
The amendment wot, by leave, with- 

d ravm.
Mr. Speaker: I shall put amend

ment No. 9 to the vote.

The question is:
Page, 2, line 6—

after ‘'collected" insert "for a 
after "collected" insert "for a 
period'not exceeding four year*” .

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 is:
That clause 3 stand part of the Will 

The motion was adopted.

Clause 3 wat added to the Bill.
Clause 4— (Rules for computing 

on passenger fares) .
Shri Vajpayee (Balrampur): I beg

to movec
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 is not more than the 
aggregate amount of the fare and 
tax for any longer distance in any 
case."

My submission is that rule 4 has 
been framed in such a manner 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 in such a manner that they 
will hit the passengers who are al
ready hard hit Therefore my sub
mission is that rule 4 be substituted 
by my amendment which I have juit 
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 ii 
not less than the aggregate amount 
of the fare and tax for any leaser dis
tance in any case. My submission is 
that it should not be more than the 
aggregate amount, and I hope my 
amendment will be accepted.

Shri T. T. Krishna macharl: 1 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. Speaker: I shall now put
amendment No. 24 to vote. The ques
tion is:

Page 2.—

for lines 25 to 28, substitute:
“Rule 4.—The amoiifit of the 

tax shall wherever necessary be so 
adjusted that the aggregate 
amount 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 

Bill".

The motion was adopted.

Clause 4 was added to the Bill.

Clause 5— <Power to exempt)

Shri T. B. Vlttal Bao: I beg to
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 
under this A ct"

My Amendment is very simple. It 
provides that the students Who travel 
under the concessions granted by the 
Railway Administration should be ex
empted. We have given them 
concession so that they ' may 
be able to go and see various 
projects which we are building, 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 that they should be encouraged, 
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 so 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 traffic, 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.

Shri T. B. Vlttal Rao: They giv*
concession forma to student*.
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The question is:
Page 2-

Shri T. T. Itrishnamachari: 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.

amendment is very simple. It
ties that the students who travel
. the concessions granted by the
ray/Administration should be ex-
ed, We have given them
ssion so that they' may
ile to go and see various
its which we are building, as also
IS educational institutions, so
here may be better cultural deve-
mt. Two years ago, when this
ay concession was given to the
nts, it was given only to groups.
is, only when they were travelling
DUPS of four they were allowed
ialf concession. Later on we
that they should be encouraged,

we said that even if an indivi-
student travels he should be en-
to this concession. That is to

re want to encourage the students
taking journeys and seeing the
IS historical places and develop-
projects and so on and so forth.
I seek to provide by this amend-
is that they should be exempted
t~is taxation. Therefore, Ivery
.tfully request the Finance Min-
though he has got' some powers

this clause to exempt certain
and 'categories of passengers,

f this is provided here the stu-
will not be taxed.

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."

I
The motion was negatived.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 ....

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:

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.

"THE SS:HEDULE

(See section 3)

Rate of taxDescription of traffic

2I

i T. T. Krishnamachari: I am
hat according to the way in

the fares are worked out it
be an integrated whole. So far
future fares are concerned the

I '
S an integrated whole and con-
11 will be given on an ad hoc
itage on the total charges, that
luding the tax. In any event
is sought to be provided relat~
extremely microscopic part of

hole traffic, and I do not think
ministration would be in a posi-
divide it at every stage and say

3 the limit and take it away. I
administratively it is very diffi-

r. Passengers travelling by railway on seasontickets

2. Passengerstravelling by railway for distances upto IS miles (inclu-
sive)

3. Passengers travelling by railway for distances from 16 miles to 30
miles (inclusive) -

4. Passengers travelling by railway for distances from 31 miles to SOO
miles (inclusive)

S. Passengers travelling by railway for distances over soo miles

6. Passengers travelling on mileage coupons

Nil

Nil

s% offare

IS% offare

10% offare

I2!%ofthe cost
of the coupons

Explanation.-For the purposes of this Schedule,. distances shall be computed according
to thr rules for the time being in force relating thereto made under the Indian Railways
1890."

undertaken to give certain concessions.
This is in implementation of that
~ssurance.

I have explained this position. At
the time when I wound up the debate
on the General Discussion, we haveT. B. Vittal Rao: They give--

sian forms to students.

•
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Shri Shree N o ^ fia  Dm (Dar*
bhanga): I would Ilk* to move my 
amendment* to the amendment. Hie 
Noa. are 14, 18 and 17.

Shri T. B. Vlttal Kao: I want to
move my amendment No. SO.

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

Shri Jadhav (Malegaon): I want to 
move amendment No. 4.

Shri Fatehstnh Ghodaaar: I want to 
move amendment No. 13.

Shri Bhakt Danhan: I
move Nos. 37, 38 and 40.

want to

Shri R. S. L»1  (Domariaganj): I 
want to move Nos. 39 and 41.

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

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

Shri Harlsh Chandra Mathor (Pall): 
I want to move No. 29.

Mr. Speaker: Let me see whether
amendments Nos. 50 and 29 are in 
order.

Shri T. B. Vlttal Bao: No. 50 is in
order, Sir. 1 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.

It is a

Mr. Uprtriwn Amendment No. 00 
seems to be inadmissible without th* 
President's recommendation. It seek* 
to raise the rate of tax for passengers 
travelling in first class air-condi
tioned class for more'than 500 saitea. 
Therefore it requires the sanction of 
the President, and it is out of order. 
Likewise amendment No. 29 is out at 
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 amendments,— 
in item No. 2 for “15” substitute "80".

(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 ‘91 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:
move:

Sir, I beg to

Page 4—
for the schedule, substitute:

‘THE SCHEDULE 
(S w  section 3)

Descript:or> of traffic 
1

Rate of tax 
2

1. Passengers travelling by railway for distances upto 80 miles (inclu
sive) ...............................................................................

a. Passengers travelling by railway for distance* from 81 to 500 mile* 
(inclusive)

3. Passengers c ravelling by railway for distances over 500 miles
4 . Passengers travelling on mileage coupons...................................

5. Passengers travelling on season tickets . . . . .

N il

2% of fare
1% of fare 
3% of the cos* 
of the coupont
Nil”
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for the Schedule, wbitUiite:

“ THE SCHEDULE 
(5m tection 3)
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Description of traffic Raw of tax 
3

i. Passengers travelling by railway for distances upto 100 miles (inclu
sive) by third class.................................... . . . Nil

a. Passengers travelling by railway for distances upto 50 miles (inclusive)
by second and first class............................................................. 5% of fare

3. Passengers travelling by railway by third class from 101 miles to
$oo miles and by sccond class and first class frpm 51 to 500 miles 10%of fare

4. Passengers travelling by railway for distances over 500 miles . 7j%offcw
5. Passengers travelling on mileage coupons . . . .  10% of the cost
6. Passengers travelling on season t i c k e t s ...................................

of the couponi 
NU”

Shri Fatehstah Ghodasar: I beg to move:
Page 4—
for the Schedule substitute:

“ THESCHEDULE
(5 «  section 3)

Description on traffic 
I

Rate of tax 
2

1. Passengers travelling by railway for distances upto to 50 miles . . Nil
2 . Passengers travelling by railway from 51 miles to 100 miles. 5% of fare
3. Passengers travelling by railway from roi to 500 mii»« IS% offaie
4 . Passengers travelling by railway for distances over 500 mil— 10% of fare
5. Passengers travelling on mileage coupon*. . . . . I2j % of  the

cost of coupons.
6. Passengers travelling on season tickets. . . . . . Nil.’ *

Shri IHukt Dttdtui: Sir, I beg to 
move:

(i) That in the amendment proposed 
by Shri T. T. Krishnamachari, printed 
as No. 2 in the ListTrf amendments,—

(11) 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”

in item No. 2, for “15“  substitute substitute “from 51 miles to 1M
**50". miles” .
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(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 “from 81 to 
500 miles” substitute “from 151 
miles to 500 miles” .

Shri R. S. Lai: Sir, 1 beg to move:

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

in item No. 3 jar “ 16 miles to 8t  
miles”  tnbttitvU  “ 01 miles to 109
miles” .

(ii) That la the ammilnm>t pro
posed by Shri T. T. Krishnamachari, 
printed as No. 2 in the List of amend
ments,—
• in item No. 4, for ‘91”  substitute
" 101” .  .

Shri SMdlah: I beg to move:

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

for Item No. 8 substitute:

Nil

5% of fare.”

“ 3 . (a) Passragers travelling by railway in third claw for distance! 
from 16 miles to 30 miles (inclusive) . . . . .

(b) Passengers travelling by railway other than in third class for 
distance* from 16 miles to 30 miles (inclusive) . . . .

Shri Vajpayee: Sir, I beg to move:
Page 4—
for the Schedulet substitute;

“THE SCHEDULE 

(Sm section 3)

Description of traffic
Rate of tax for Rate of tax for 
Air Conditioned Class III 
Class 1 and Class passengers.

II Pas&engers

1. Passengers travelling by railway for distances upto 50 
miles (inclusive) . . . . . . .  Nil Nil

а. Passengers travelling by railway for distances from 51
miles to 150 miles (inclusive)....................................5% of fare Nil

3. Passengers travelllrg by railway for distances from 151
mile* to 500 miles (inclusive)....................................7i% of fare 7j%  of fare

4. Passengers travelling by railway for distances over 500
miles . . . . . . . . .  5% of fare S%ofiwe

5. Passengers traveling on mileage coupons . . 74% of the cost 7J%of the cost
of the coupons of the

ooupoas
б . Passengers travelling on season tickets . . . .  Nil Nil/*
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Mr. Speaker: All these amendments 
are before the House. I think 
Mr. Vittal Rao wanted to speak on his 
amendment No. 50. That Is out of 
order.

Shri T  B. Vlttal Kao: If that is out 
o f  order, there is another amend
ment.

Mr. Speaker: How can he add to the 
list of amendments? Very well. He 
may speak.

Shri T. B. Vlttal 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 1955-56 which 
1 have here, eighty crores of passeng
ers travel for more than 15 miles. The 
number of passengers who travel for 
less than 15 miles is only about fifty 
crores and the amount which the 
Railways derive by this suburban 
traffic which the Minister proposes to 
exempt is only Rs 8J crores per 
year N The revenue got from those 
who travel beyond 15 miles, that is 
the non-suburban traffic, amounts to 
Rs. 100 crores Out of the 110 
crores of rupees, only those passeng
ers who pay Rs. 8£ crores will get the 
benefit which the Finance Minister is 
giving When we take the average 
also, we find that on an average they 
travel about 42*6 miles. Therefore, I 
would request the hon. Finance 
Minister to increase the exemption 
limit to cover those passengers who 
travel 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. 8}  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.

Shri T. T. KifafciMUnmclutri: How
many crores are likely to be affected 
that way?

Shri T. B. Vittal Bae: That I would 
have to work out. I will be very much 
obliged if the Finance Minister gtooa 
a e  the figures because 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 IB miles, 
16 to SI miles and SI to 500 miles. In 
fairness to the House, these should 
have been given. I tried to work 
them out but I could not.

There is another reason why X want 
this exemption. During the last few 
years, the fares of third class passeng
ers have been increased by 100 per _ 
cent. From 3 pies per mile, It has 
gone up to 6 pies and if it is Mail or 
Express it has gone up to even 8J pies 
per mile. There has been a rise of 
more than 100 per cent., without much 
of an increase in the case of passengers 
travelling m the second class or the 
first class or the air-conditioned 
class.

Therefore, I would request the hon. 
Minister at least to exempt thoee 
passengers who travel up to 50 miles 
so that the relief could be a little 
more than what is provided under 
his amendment.

Shri Shree Narayan Daa: 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 miles should be changed so that 
there should be no tax up to 80 
miles.

There i$ a second amendment of 
mine. It says that the tax of 5 per 
cent, of the fare which is now there 
for 16 to 30 miles, should be changed 
into from 31 to 100 miles. That if 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



XJIOI .Railway 31 AUGUST 1M7 Paatrtg*r fta vt BUI u < *

[Shii Shr«e Narayan Baa]
I think, practically all the hon. 

Members who have participated in 
the discussion have opposed this 
taxation measure and they have said 
that by the levy ot this 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 a certain amount of money 
and we have to meet the expenditure 
involved in the Second Five Year 
Plan, this House is going to pass thin 
measure. I would just request the 
hon. Finance Minister to make some 
concessions that wiU go to satisfy 
the poorer classes of the people who 
travel short distances.

In view of the feelings expressed 
here by hon. Members, the Finance 
Minister should give some concession 
as he gave certain concessions when 
the Wealth Tax Bill was being con
sidered here. I think this concession 
will give some satisfaction to the 
Members and also 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.
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ft tfa: ^  tx s ^  
«flr
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Shri SadhJin Gapta: 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 lor two 
purposes; first of all, I want to alter 
the slabs of distances on which taxes 
are to be levjed 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 limit of taxation and 
will rather reiterate his 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 in regard to the slabs.

The first slab I have proposed is a 
slab of 80 miles for which no tax 
should be levied. Now the reason 
why I have given the slab of 80 miles 
is that in many places, and parti
cularly in metropolitan cities like 
Calcutta, Bombay or Madras—perhaps 
the Finance Minister knows better 
•bout Madras, but I know about

Calcutta—there are many people who 
come by local trains from distance* o f 
eighty miles. Ibey  may not he 
coming every day, but they com* 
quite frequently. They are jurt 
covered by the class of holders a* 
season tickets. But the frequency o f 
their travel to the metropolitan cities 
makes the tax burden on them heavy 
and it is but fair that thU ri««» o f 
passengers should be given som* 
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 th* 
neighbourhood of Calcutta in a town 
like Howrah there is a cloth market 
and people come once a week . or 
twice a week from distances of eighty 
miles or so, from the district o f 
Midnapur with cloth to sell at the 
cloth market. That is for their liveli
hood; that is 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 is 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 com* 
from distances to bigger towns, I 
would plead that the slab should be 
increased to 80 miles Particularly 
after electrification 80 miles 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 is absolutely inadequate 
for that purpose. There is no logic 
behind this 15 miles, but there is 
logic behind, say, 80 mile* or so, 
because it is within the range of what 
we call local trains.

So my request to the Finance 
Minister is 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 b*
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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.
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^ *PX «idH <*Vm\ W^TT ftp V'J 

? ? y v  ^  tr^  z^rft v o  i^ rc a r  * r n ^  
g ^ r  v ?3T «rr, ^  ^

?ft?f wrwr «rr, ? e x v - n K  ^  *ftsr 

irmT«rr%flT ’r  <̂> ^ ^ r r a r

<tt 1 f r o  *rrr it? ?  ftp ?nr ? e ,<nrw 

W T  WRI TO T̂TTT TT MTfTHPH W*t j t

*nrT ^  f aft t w  *TT^T 5  'JTOT 
i f t  t o t  f t n  T i m  f  f a  aft «rr*t
^TTI' | ^  V*T TRRT t?fT *ft

fH t  1

^ ttt« t% ^ t t 3?-jfr 

w<wmi ^t^tt j( fa  tnrr ^\>,o** 
f q f t m  w s r  ? f t^  *&( v  «mr*ft 

imtT *n3 I  ^k ,«» fflftwr
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awr $  $  ttrrvfr mwr
wrri £  i wt? 4  w w ti .w m w n  
f*Vf trrfwwf fas*fr w f t f  
% m  w i# jr  *  xmft * t £

^  m * - U  *  U  "frd*, 
*v ??rar * °  f ^ ,  ? m ~ * $  *  
vtfr , u  *rrar * °  f w  tfhc rtr 
jvt  *  u  *rd?, 'u s r s r  **

«trar £ i #fa?r v m  3
* t  ?frcrc * 3f v  « rrtt £  s r o t  *ft 5 $  
r n w  >fr «mr * fa^  1 «?[ ?**'*- 
*X * * *  U  ê; ?nw ?<> «fr,
U U - ^  $  s y  ’pti?, ?rrer*o

l°K  SRtT, 
^ ^ r s f r f  1 tr?r*P*tpt*r? 

£  f a  « m  *F 3ft  JTT^ f
?frsT ?rsf v  zrrf^nft v  

u r r  <m  *j*ft fte ft  i  1 w  $m  
T5T»rtf #  w  ?rRt»pfr rr «R  <tt v m  
T»»tT «rr * £ f , h ? ? t n  ^
1 1 « s f r w ft jt? t  fa  5*rrS f^ r  *Nt 
gft f f ^  *nm# | m A JTff
w w ,  =r •p^ tt fa  s p r  

^ ’’r ^ t ' f a t ^
£ w  t t  «ra r n  q i , c f t ' 3 ^
*r*rr a f f a T  fa*FT?TT £  flTrr <it 
2 w  *wr^ frr, # eit* 5  1 jjff *rr^*r 

£ fa  to t  i[^ft s m fw a  | fa  
* p r  «ns * n f  eft tr^r « r M t  v t  

iw?r £  * t  q -r^ft sftt

iw r  1 1 #fa*» #  fa  $*nrt
7W  * # T  tfam j f f  f t  1 W T  3V9 
fwrr tptfr Zwfa V  IR T  VTTRvft ^ r  

W XxT tO il ^ , ?ft 1 *T
V V tW Q H  $t <3WFt
v*f v r  1 faff ?TTf #  ^frnnfr 
fnpr ^
^  T tw  V f̂ TT ^  fT^r,7 flTT

^  frr  1 A  ^ r v t  fa v m ft t z r
i  w<r ^  #  'TRT j  1 ^  rnrr

«m r  ^  jw?t v p f
q trv ^ T T J r^  WTt^ apTaT^

ftw
rp R r^ m t ^  Vr s<w^ fft vWaa 
fam  v  t

A 'TTJPTT fa  fan #>ft xftr <j*nt 
sr«rw tnit « w  ^  v m  «pr 
gto fw n p ^ w R  h ^ 5  ?ft ^n?r m^R1

^TT fa  ’5'TTT .̂l'Wf fan 3T15 MM 
x^r t  5 »t 'TTfT % fa  ?*rrd q ^ f f f f  
ql'sRr? 'wrr̂ i h  »rr^i ATwt igt ?nfa 
v rz  aft %RTft $  # « v  $  1

'SRfat ?n>sr v  WTl'F 
«T5f»r ^ 1 *r?i t  fa  v m r  ^*h 
i f  f a w  fa t w rz i*  n  *im  i f t r  z r r W r  
M  ’TTsRT ^  fa f̂ffT TOT fT^IJT *  
w ,  «rtr f * f t  wm %*nr mow 
*m t i  1 wf^pr =*rrf̂ rr
fa  vt t’w' tftr t w
•P*T <jf<iiq I fafT  aV(f ITT'TT

f i r ?  ^Fmn I  w t  fTT? ^  VR^TT 
HiX'̂ i'T ?ft v n v t

t t #  fim  3trq-m- 1 p t  r 
551^ v  m u  t 1 V*
?*t *f o t̂i  ̂ § <?ifa'f ^  <i0 r̂
«f*RH ^ 5  ^  «R «ft ?m  5 ^  ^̂ THT 

f .  ^  ^  T985T
5  I *Tf? JRrT TRT f  I

A fafTirfl' #  STP̂ n *7̂ TT fa 
jft ĵ 3T virrf^fr f^jrr

5?m 1 3ft ?f>*r 3t# rr^ft n  tw # f  # 
t t m  qrf%m<rd ^  ^ r r - f ,  
v  q«nr 5 , ▼?!# v  ^Tfa»T 5  f̂r 
fa  *tt7 »rr « r #  ?  <ftr 
ft#  ?  qTWt fo^rf «mn??ft ?t 
<5m̂ ft t  W  ^trtt ^t (H  1 ^  
^ r r  jf fa  x&* v t ?5W*r v *  *t ^  
*ftr f r  <?«t ygf K m it  f t  1 ^ fa r  
?ft »ft?l <n> T vrfavf TT SW  ̂ ^’ TTflT
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Shri F ittW ak  GfcadjuHur: By my
amendment No. 13 to the Schedule, 1 
want that another schedule should be 
substituted in place of the schedule 
which has been given by the hon 
Finance Minister. My submission is 
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 short 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 difficulties and 
the hardships they will have to under
go while travelling by third class. 
Overcrowding m third class is 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 in 
every season Even m monsoon when 
it is raining, in severe cold of winter 
and in the oppressive heat of the 
summer they have to travel on foot
boards and roofs o f 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 I ask the hon. 
Finance Minister whether he is 
justified in taxing these people for 
their hardships’  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 difficult for them 
even to maintain their own families. 
To tax these people more is, I think, 
not only unjust but cruel.

It is true that money Is required 
to implement the second Five Year

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 
interests of the people. I therefore, 
submit that passengers who travel by 
third class should pay no tax up to a 
distance 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. I 
again submit that my amendment be 
accepted

Mr. Speaker: Sardar A. S. Salgal
Shri Harlsh Chandra Mathur rose—

Mr. Speaker: I called Shri Harish
Chandra Mathur first He was talking 
to somebody He did not get up. I 
have passed him over I am now 
calling Sardar A. S Saigal

« tttt «ro {snpftr) :
%T«f5T t farT *PfT HftoT *
\ fo rm  *

f  "PUT
^nsfr ^ i w

% Vt HTTT % fort v m ft  *7$
f W R  ^f^TT I um
#  *?r ?fr*TT fe r ft  t 1  sfc
tftaT | rflT farT *TTT

Tt ^  ^nrnn $,
3 *  £  t %•

fo  wrr fo*ft *0f>3
W F t <nwhir *ft?T
acm t i f^ r  % m fe  %

*f\ci 1TV9X 
^ i ^  ?nr <FT

fa <14 1 ^  TT*ft *tft
sttott $ i f t  hto y.o *ftw
§  to o  x fa  TK K «?TCT 3TT̂ <
tft ^ m K  f̂t rnNW | *r
•̂TVt £ I
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[ST^TT Vo

2 m f*r sn*tff% it \
<rr **?rrfife *m w  Jtrfa % 

fatT jv fa  % TPTf % far*
HRff T t  fa t  fW T * l W  I ?ft 5tTT 

p rr*  ^  | f r  f*r fcw  t t  aft v m x r 
frm  irw  ^  ^  strt 3  t t

*m  J^?r t t  3*t$t«t «rrq% ?rm# 
T^rn *t$?tt j  \ tm  fcr 3  %  ^ r strt 
$f 'ft frrnft w «ft w r  |  tftr 

^TT ft  5^  STRff 3  $  vft< %
UTOTT «n: W  V W  TT VCTRT t ^  ?rt 
wjpjr gvftcTT $t*ft i

Ŵ dft WRT ^ fT fkrT *pft
*  FIT* t w  #  *T$ TTtT f t  « £  

fr  I  ^  nr? % tftar* % mfa«fi Tt 
v n  k® «fl*r ?tt fTTPrr *r ^f+*i 

wm £r *m  #  «n^?rr g
f r  *rfc f t m t d  0  r

Tt^ V.® f̂tW W  T̂T fTTTOT
Wfrt ^  THT ^  ^ r r  I t j r  * tt  <Tf# >ft 
3W fv r m  f t  *T?T *R f j f  «ft ?ft
%o A T  T T  fVTTPTT *T^t I'M 1 »PTT 

*TT 1 ^*T ^Tlpt £ f T  * t 3R?TT #  p̂fin̂  

fVWPfi WTTRT WPT T̂% ^ ■3*TTt
»mT^ t t  *ftrr *  f* ^  1

vnft ?»TT̂  >TTf *  TfT f r  jft̂ T
tr r  t t  f rrn rr  *  ^rm in^ft ?ft 
ifar ^  q p n  t c  t w  h  f^mrr ^rm, ?ft 

J^.TjinT ftr 5*TT5T ^  ^  | l 
f * n t ^ T  m f  ̂ ^ ^ « F f T % I T R ^ R r  
if t  w R=r ^rt ?rr ^  ^  tffer p̂tt 
n̂p% t  ^  t t  ^  ^tt w*$t | 1

STRV 'd'l^'t Hl̂ *i Hlfr ^ f r  IT̂  THT ?ft 
-«TTf r̂t * n z x  % ^  ftnn 

frfft ^ 1 r s  ^  «fw  ftnn
-STRTT ^ I ^PT ?ft VT ĵf A»llfll ^
^  T?:iT*m vrm  ^ i t o  &rik ?rrf 
t t  *nrsw t  f r  f*r w jto  #  ^ ^

*rct ^  1 1
f*r *5*ra ^  | ?ft Uî  *t̂ T f  
ftr^*f T tf »mw t w  « m r  ’•rr^ ^ 1

%*i wrf̂ TV ci Cl̂ 1 ^  TT*T T̂ PTT T ^ f  ^ 
qtTwFfff T T 'm T 'T n i^ l t i t  
?TT?TT I  f r  J[»Trtt <flT ^ R R -
srcrvt #  jbi n?n^v ft , wfr^r eft
f*T TT ^ 3Rm % %T % % T  
TT T| I  I

FT ^  WI*f % <PT% T $ m *  
*TT7% *TUjg TW?TT j  «ftr ^ *pft 
*TfWtr ^ h t^ t  t^ h t f r  3ry ^  qr 
*ftr t t h  f t  m  1

Mr. Speaker; The hon. Minister.

Shri Siddlah: I would like to say 
a few words, I have moved arv amend
ment.

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

Shri T. T. Krlshnunachart; I am 
airaid, the arguments that have been 
put forward are more or less the same 
as those adduced 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 
travel 15 miles, 30 miles, 50 miles, etc. 
In fact, I am only interested in regard 
to the earnings m the railways on a 
mileage basis. Even if I accept one of 
the modest amendments moved by a 
friend here, 30 miles, that would 
mean an additional drop of another 
Rs. 70 lakhs. Already the concession 
that I have given, though it is said 
to be inconsequential, means a drop 
of Rs. 60 lakhs. If 1 go up to 50 milea, 
I think I have to drop a large amount 
because the average mileage travelled 
by a passenger in India is 41‘7, and as 
you increase it beyond 30, the drop 
become* heavier.
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A1*q there j» another point namely 
that once you Increase the mileage, 
evasion talus place. If it is 19, I do 
not think tide matter is very much 
because the cost is negligible. If H 
is BO or 80, as the case may be, people 
will, at any rate, have one break and 
evasion take* place. 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 time taken 
by the House would more than com
pensate any revenue we may get. I 
understand Shri Sadhan Gupta’s 
amendment because it is intended to 
ridicule the Bill. Bui, 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, I cannot go beyond the con
cessions 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

section of tbe people who would M * 
coma within the scope o f this tax.

Season ticket people are completely 
eliminated. Normal revenue from 
season tickets is about 4 crore* at 
rupees. It is not, as my friend Shri 
Sadhan Gupta mentioned, that we <k> 
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 sot 
be altogether lost sight of. I think, 
the suggestions, if they are accepted, 
would reduce the value of this BID 
considerably so that we may as well 
drop it. Therefore, I am unable to 
accept any of these amendments.

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

Shri Sadhan Gupta: No. 30.

Shri Fjteiislnh Ghodamr: No. 13.

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

Page 4—
for the Schedule, substitute:

■THE SCHEDULE 
(Stt section 3)

Description of traffic 
1

Rate of tax 
2

1. Passengers travelling by railway for distances upto 80J.miles (in
clusive) ............................................................................... Nil

a. Passengers travelling by railway for distances from 81 10 $00 miles
(inclusive) 3 % of fare.

3. Passengers travelling by railway for distances over 500 miles. 1% of fare.

4 . Passengers travelling on mileage coupons. . . . . 3% of the cost of c 
coupons.

5. Passengers travelling on season tickets.......................................... Nil”

Tk *  m otion w o t  rm gatkxd.
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Mr. Speaker: There arv amendments

relating to 30 miles, 80 mile*, 100 miles 
and so on. Shall I treat them on the 
same, basis? The hon. Minister has 
said that acceptance ot 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 
worry?

Shri Sadhaa Gupta: H ie other* may
be put together.

Mr. Speaker: The others are 
pressed.

not

The amendments were, by leave, 
toithdraitm.

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

Page 4 —
for the Schedule, substitute:

“THE SCHEDULE 
(Ste section 3)

Description o« traffic Rate of tax

1. Passengers travelling by railway on season tickets.
2. Passengers travelling by railwav for distances upto 15 miles (inclu

sive)........................................
3. Passengers travelling by railway for distances from 16  miks to 30 

miles (inclusive). . . . . . . . . .
4 . Passengers travelling by railway for distances from 31 miles to 500 

miles (inclusive). . . . . . . . . .
5. Passengers travelling by railway for distances over 500 miles.
6. Passengers travelling on mileage coupons. . . . .

Nil 

Nil 

5% of fare.

15% of fare.
10% of fare.

. I2|% of the
cost of the coupons

Explanation.—For the purposes of this Schedule, distances shall be com
puted according to the rules lor the time being in force relating 
thereto made under the Indian Railways Act, 1890.”

The motion
Mr. Speaker: The question is:

“That the Schedule, as amend
ed, stand part of the Bill” .

The motion was adopted.
The Scheduled, as amended, was add

ed to the BiU.
Clause 1— (Short Title)

Amendment made:
Page 1,—for clause 1, substitute—

“ 1. Short title and commence
ment.— (1) This Act may be 
called the Railway Passenger 
Ffcres Act. 1957.

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

— [Shri T. T. Kris hnama chari]

was adopted.
Shri T. T. Krishnamacharl: This

alteration is merely to indicate that 
the Act shall come into force on a date 
which will be indicated by a 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 Formula and the Title 
were added to the Bill.

Shri T. T. Krishna machari: I beg to
move:

"That the Bill, as amended, be 
passed” .
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Mr. Speaker; Th£ question is:
“That the Bill, as amended, be 

passed” .
The Lok Sabha divided............

AXES

Kcthavt, Shri

Shri S. V. ftamaswaml (Salem): Mjr 
switch has gone out of order.

Mr. Speaker: The result of the divi
sion is;

Ayes 160; Noes 47.

[lS.tt hr*Divlnon No. 27]
A bdul Latccf, Shri 
Achar, Shri
AmbaJam, Shri Subbiah 
Animugham, Shri R.S. 
Animugham, Shri S.R. 
Aahanna, Shri 
Ayyatannu, Shri 
B iid i , Shri
Bajal, Shri Kamalnayan 
Bakliwa), Shri 
Banenea, Shri S. K .
Bampal, Shri P.L.
Baaappa, Shri 
Bbi|Mi Shri B.R.
Bhakt Danhan, Shri 
Bhatracharyya, Shri C. K. 
Bhogii Bhai, Shn 
Bidan. Shn 
Birbal Singh, Shri 
Brihm  Perkaah, Ch. 
Chaturvedi. Shri 
Charda, Shri 
Daaappa, Shri 
D m , Shri K .K .
D u , Shri M .M .
Da>, Shri K’ T .
Deb, Shri N. M .
Dube, Shri Mulchand 
Dwivedi, Shn M .L . 
Elayaperumal. Shri 
Qaekwad, Shri Fateimghrao 
Ganapathy, Shri 
Gandhi, Shri Fcroz 
Gang* Devi, ShiimaU 
Cautam, Shri CX> 
Ha;arnavu, Shri 
Harvani, Shri Anaar 
H u  da, Shri Subodh 
Heda, Shri 
Hem Ra), Shri 
Hukam Singh, Sardar 
Jagjivan Ram, Shri 
Jairi^Shri A. P.
Jangde, Shri 
Jana, Shn K .C . 
Jhunihunoala. 6hri 
Jogendra Sen. Shri 
J<»hi. Shri A.C.
Joahi, Shrimati Subhadra 
Jyotiahl, Pandit J P. 
Kaoakaaabai, Shri 
Karmarkar, Shri 
Kedaria, Shri C .M ,
Kcaar Kumari, khrimali

Khan, Shri Shahnawa* 
Khedkar, Dr. Q .b ,
Kiiltiya, Shri 
Kriahna Chandra, Shri 
Krahnamachari, Shri T .T . 
Krishna Rao, Shri M .V . 
Kumbhac, Shri 
Lachhi Ram, Shri 
Lahiri, Shri 
Lai. Shri R  S.
L u m i Bai, Shnmati 
Madda Ahmed, Shrimati 
Malaviya, Pandit O on ad  
Malaviya, Shri K D. 
Mamyongadaii, Shri 
Moaunya Din, Shri 
M ithur, Shn Harifh Chandra 
Mathur, Shri M . D,
Mehta, Shri J.R.
Muhra, Shri B.D.
Muhra, Shri Bibhuti 
Muhra, Shri L . N.
Muhra, Shri R D,
Mohideen, Shri Gulam 
Mohiuddin, Shri 
Munuamy, Shri N. R. 
Morarka, Shri 
Muthukri«hnan( Shri 
Nadar, Shri P T .
Nair, Shri C. K.
Nair, Shri Kutiikriahnan 
Nallakoya, Shri 
Naniappa, Shri 
Ntrayanaumy, Shri R. 
Naikar, Shn P. S.
Nalhavani, Shri 
Nayar, Dr. Suihlla 
Nehru, Shri Jawaharlal 
Nehru, Shrimati Uma 
Onkar Lai. Shri 
Padam Dev, Shri 
Palchoudhuri, Shrimati Ila 
Panna Lai, Shn 
Parmar, Shri Y. S.
Patel, Shnmati M ini ben 
Patel, Shri Raieihwar 
prabhakar. Shri N an i 
Radha Raman, Shri 
Raghunath Singh, Shn 
Raman, Shri M . H 
Ramananda Tirtha, S«*»ml

Ramaiwamy, Shri K . S.

Ranuawamy, Shri p  
Ramejhwar Rao, Shri 
Ram pure, Shn M .
Ram Saran, Shn 
Rane, Shri 
Rangarao, Shri 
Rao, Sim H At,
Rao, Shn Hanmanth 
Ray, Shnmati Renuka 
Reddy, Shn Bali 
Reddy, Shri Rami 
Rup Narain, Shri 
Sahu, Shri Raroeahwar 
Saigal, Sardar A S,
Salara, Shrt Abdul 
Samanta, Shri S.C.
Saaftinnt, Shii 
Sankarapandian, Shri 
Sarhadi, Shn A|it Singh 
Sen, Shn P. G,
Shakuntala Devi, Shrimati 
Shankaraiya, Shn 
Sharma, Pandit K. C.
Siddiah, Shn 
Singh, Shn D. N.
Singh, Shri D  P.
Singh, Shri K N.
Singh, Shri M . N.
Siagh, Shn T  N,
Sinha, Shn Anirudh 
Sinha, Shn Satyendra Narayan 
Sinha, Shn Satya Narayan 
Subratnanyam, Shn T .
Sumat Pratad, Shri 
Sunder Lai. Shri 
Swaran Singh, Sardar 
Tahir, Shri Mohammed 
Thimmaiah, Shri 
Thomaa, Shn A. M.
Tiwari, Shn Babu La*
Tiwari, Shn R S.
T w ary , Pandit D. N .
Tula Ram. Shn 
Uike, Shri 
Umrao Singh, Shn 
Upadhyaya, Shri Shiva Datt 
Varma Shn B. B.
Vedakuman, Ktimari M . 
Viahwanath Pratad, Shn 
Vyaa, Shri Radhciai 
Wadiwa, Shn 
WiUon, Shri J. N .
Wodeyar, Shri
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Barm, Shri Hem 
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FOREIGN EXCHANGE REGULA
TION (AMENDMENT) BILL

The Minister of Finance (Shri T. T. 
KHshnfltwnrhar n : I beg to move*:

“That the Bill further to amend
the Foreign Exchange Regulation
Act, 1947, be taken into con
sideration” .
Dr. Krtshnaswami (Chingleput): Let 

the House have order. Some hon. 
Membeis are leaving the House.

Shri V. P. Nayar (Quilon): The
Minister is bringing Bill after Bill 
hour after 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 I 
often say, ‘Let the Lobbies be cleared’, 
and then the hon. Minister in charge 
of the next item of business may 
start.

Shri T. T. Krishnamacharl: 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
fied. Government’s intention whs 
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 
years. 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 hHve, therefore, come before this 
House for an extension of the Act 
without time-limit. Our 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 difficult and we have been com
pelled to tighten our exchange con
trol in various directions. If the 
trend of events in this and other coun
tries is any guide, the shortage of 
foreign exchange is likely to continue 
ad in/tnitum. 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, as 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 
of these amendments is the one pro
viding for departmental inquiry and 
adjudication of Foreign Exchange 
offences by an 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. 
It 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 filed 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 hn.

[Mr. D e p u ty -S p e a k ir  in  the Choir]

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 
to be imposed, while for other sub

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 
modify 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 A ct 
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 
jhe value of foreign exchange involv
ed in the violation or Rs. 5000 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 confiscate 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 Board. 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 
w o u ld  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.

1 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

other countries to India. All that is 
intended is that such transfer will not 
be permitted except with the permis
sion 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,trans
fer of shares or business interests by 
8  non-resident to another non-resi
dent. Under 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 Unit for a reasonable 
period 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
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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 these minor 
matters. However, I have explained 
the main provisions of the Bill es 
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, 1947, 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, 1 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 it is 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 minor, 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
change. For example, I have the Re
serve Bank's Exchange Control

Manual running into 200 pages with 
all meticulous details. No >ioubt, 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. I 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 words, would have been 
used by the hon. Mr. Liaqat All Khan 
when he moved the original Bill for 
consideration. I 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 1646 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. Liaqat 
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 necewary in 
the interests ol India, not only 
in the interests of India, but to 
ensure that the best use is made 
of our foreign exchange resources 
in implementing our programmes 
of industrialisation and develop
ment of the country” .

I do not And 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 definitely urged in the House at 
that time, when Mr. Liaqat Ali Khan 
moved his Bill, that there should be 
an overall emphasis on husbanding 
the foreign exchange resources erf 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 earns 
there should be an absolute control, 
and that we should indulge only in 
purchased 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 1946 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.

Mr. Deputy-Speaker: He should oot 
change his ground now.

Shri V. P. Nayar: I could not hear 
you. My object in saying this is only 
because of this: m 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 only 
lor 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 1854, it was Rs. 
211 crores. In 1955, it was Rs. 200 
crores and in 1956, Rs. 193 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. Liaqat All 
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 ftnd 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 analy
sis of it. I want to emphasise that it 
is 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 shall 
not read much of it because it will 
take a 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 adequate phaning 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 ot 
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
sarily also consider whether it is a 
result of any lacuna in the existing 
legislation or whether it is not due to 
a defective policy. I 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. 1 do not have the 
machinery to know it. If the hon. 
Minister were to ask me, 1 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 
And 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 
A c t . , . , "

We do not Just, know what these 
lacunae are. We do not, as a matter 
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 re
ceived, as regards the modus operamU 
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 
hook Undoubtedly but by crock. How 
is it done? 1 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 one 
company, where the person imported 
the goods at the price prevailing in 
London from where he imported them. 
When I asked question about it, the 
hon. Minister readily confessed his 
inability to know what waB the price 
prevailing in London. He said that he 
had no machinery. I 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 
if 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" ot 
“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 p r e v e n t s  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 ft 
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 not to my 
knowledge.

Take the other case. There is a 
firm in London 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, 
if at London the price is £28, there is 
nothing in law which prevents that 
particular firm sending a consignment 
of the same chemical to India and 
quote it at £30. We know there are 
several cases Many big firms accord
ing to my knowledge have been haul
ed up also. Somehow they escape as 
always they do In sending goods to 
India they over-invoice. If the modus 
operandi in 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

have all the skills and tools at their 
disposal to evade, whatever be 13am 
strictness of a particular rule which 
Government wants to impose. The 
result is that whether it is 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 lo*ing, 
unless some step is taken. I 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 at 
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’ Association, 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 
in 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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has been pleased to authorise in 
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 a time when we can afford to 
pay a little more interest, they take 
all the interest. 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 arc controlled by a group 
of foreign financiers who operate 
through their banks in India, and 
create variations in the exchange 
rates.

And what is worse is that Govern
ment have no control even in asking 
them to limit 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

hon. the Finance ■Minister despite his- 
very heavy works in this session has- 
to come forward and introduces this 
Bill, stating that 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.
1 would ask the Finance Minister: ha»- 
he made all enquiries. The other day, 
Mr. Deputy-Speaker, you will remem
ber that at the border there was a case 
of smuggling 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 in Calcutta, pay 20 per cent, more 
than the exchange rate, get a small 
chit from him and I can afford to live 
m any hotel in London or United 
States, because in that chit there iB 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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to the lacuna? It is almost the tame as 
we had. For twelve .years we have 
been working. The foreign exchange 
po&ition is not happy today. It is in 
a 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 
w nn ni»r 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 m 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 himself 
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 tio 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 
evaMe 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

powers, if it comes to a question of 
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 is 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 is sent to the 
continental countries. I 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 
is 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 from 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 Calcutta, 
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 I 
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 
1953. 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 try to 
assess the situation from the year in 
which this Act was originally passed.

Pandit Thakur Das Bhargava (His- 
sar): 1 have heard with great interest 
my hon. 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 1 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.

It 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

light certain laaunae 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 A ct”

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, I 
have also got this complaint that for 
the last ten years this Act has been 
in operation and we have not been 
told in how many oases these rules 
were contravened, how the authorities 
constituted under this Act worked and 
what has happened to justify the 
change in the entire structure of the 
authorities of investigation as well as 
the trying authorities.

My humble submission is—and 1
find this 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, So 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 court* 
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 cases, the ordinary courts 
in the country should have the 
power to decide all such matters.
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I And that so far as the offences 
under the Foreign Exchange Regula- 
tioo Act are concerned whatever may 
be the complexity o 1 the situation 
and the operations of those who 
control this law, so far as the courts 
are concerned, only very simple
questions coroe before the courts.
Kindly see sections 4, 5, 9 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, it 
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 9. 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 adjudg
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 
said section 23;’*

, 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 officer Director of En
forcement is to adjudge here the guilt 
and not to collect evidence only. I call 
him new officer because he is 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. It 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:

“ (1) If any person contravenes 
the provisions of section 4, section
5, section 9 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 Rsi* 5000, he shall 
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 isNable to pay Rs. 6000. This 
is commercialising crimes. I have 
found it in many other places. What 
happens 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 
&ct, as long as we do not make im
prisonment compulsory in cases of 
this nature when the Income-tax Act 
is contravened, you will never 
-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 administering the 
laws is not the way of punishing 
people. You will never succeed it you 
go on like this. This is 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.

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:

“If any person fails to pay the 
penalty imposed 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. 
Tfou make it a crime. The man does 
■not pay the fine. You then place him 
■before the court. This non-payment 
o f  fine is made an offence. He can be 
sentenced to two years for this new 
fangled offence. Then there is a special 
Board of appeal. We are fed with 
'Special courts. We do not want 
Special courts in this country. We 
^rant the ordinary courts to do this

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 Special Appellate Board before 
which appeals from the Orders of the 
Direcor 0/  Enforcement will be heard. 
If 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 is 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 Set 
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 any 
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 whoa*
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jurisdiction such person or any 
foods belonging to him may be, 
the r « ” >* and residence of the said 
person and the amount of penalty 
or increased rate of duty unre- 
covered; and such Magistrate shall 
thereupon proceed to enforce pay
ment at the said amount in like 
/nanne.-'  as if such penalty or in
creased rate has been a fine inflic
ted by himself."
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 fines. 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 justified 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 
of 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 of a technical nature. As 
such, if an Executive officer decides 
them, he will do it in a 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 courts. 
Unless my hon. friend makes out a case 
that these courts have failed and they 
arfe of such a nature that full 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

sowaAqn. We find that the coat o f 
administration is rising. Another 
court like the Director of Enforce
ment is quite unnecessary. *

Apart from that, I do not know 12 
this Act has worked well. It was Jw 
the hon. ^Minister to bring to the 
notice of the House in what manner 
the courts have failed, and why he 
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 cafee. These are 
the basic difficulties in my way. I for 
one have been brought up in traditions 
in which it is laid 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 you 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, aad 74 to 76, both inclusive, in 
whiifl, under this Act, anything is 
liablfe to confiscation or to increas
ed rates of duty or to any 
penalty.” .



XXI47 JtovfeB Sxdkamg* SI AUGttST 1957 RegsUation (Am end- 1114$
merit) Bill

I21 section 147 a large number at 
offence* are given. These are incidents 
at certain offences only. Then what 
happens?

“ ..such confiscation, 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 
fifty 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 ought to be remitted in 
whole or in part, or commuted, 
such authority may remit 
the same or any portion 
thereof, or may, with the 
consent of the owner of any goods 
ordered to be confiscated, commute 
the order of confiscation to a pen
alty not exceeding the value of 
such goods."

This is a very simple provision. This 
is not in the nature of adjudging guilt 
and fining a person Rs. 5,000/- Ftart- 
of all an appeal is provided against 
the order under Section 158. Then 
Section 190 provides a curb. The next 
curb is under 190A which reads;

“ (1) The Chief C us toms -autho- 
rity may of it own motion or 
otherwise call for and examine the 
record o f any proceedings in which 
an officer of Customs has passed 
any decision or order under this 
Act for the purpose of satisfying 
itself 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 19lr 
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 9 
the director of enforcement can 
straightway fine Rs. 5 ,0 0 0 j- .  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., So, I am 
very much loath 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. I 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 Haja mavis (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 thmk3 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, ought to come before the ordi
nary courts to be tried in accordance 
■with the ordinary procedure. I be- 
2ieve 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 
•even Dicey himself, sometime in 1912, 
partially recanted his earlier observa
tions. The sole question is how the 
foreign exchange is to be successfully 
T egulated 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. 
Tor this purpose, we might address 
•ourselves to this question: are the 
•ordinary courts, where the procedure 
is governed by the Crimnial Procedure

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 Sea Customs Act the appropriate 
procedure? Jiere 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 trade 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 is 
merely a case of malum prohibitum. 
This 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 income-tax officer may impose 
a penalty which may be 1J 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 passed under
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the 3n  Customs A ct Not only that 
The Privy Council went further tad  
■•id that these orders which were 
made by the officers were immune 
from any collateral challenge in the 
civil courts.

In the Supreme Court,—I am only 
quoting from memory—the Sea Cus
toms Act was the subject of a decision 
by it, and probably the objection 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, these 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.

So far as the proposed section 23F 
is concerned, it is absolutely necessary. 
If you take it out, where is 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 applicable, and 
that it may be recovered in jthe 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, 1997 and eo the amendment was

neoessary. However, there are other
amendments. I tail to understand 
why these amendments were not 
brought during the last ten yean. The 
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, I 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 importing other things and so 
we are losing our foreign exchange. 
I would submit that the amendment 
will not help the country m 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 foreign 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 our present difficulties are 
because of foreign exchange and our 
merchant community, m order to 
pocket some money for themselves, 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 Bays: 

“If any person fails to pay the 
penalty imposed by the Director of
Enforcement.. .he shall....... be
punishable 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 to 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 w ell-
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to-do man does not pay, that it 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 is 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 is 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 thmk this is too much, and this pro
vision is not necessary in law. It does 
not bring credit to our democracy

Then I find that there is another 
tendency. I do not know why we are 
losing trust in our 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 sigtl. This tendency 
may in the end harm our democracy. 
I think in 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, I strongly 
object to these things in the amend
ments

We have reached this critical posi
tion in regard to our foreign exchange 
because of so many reasons, among 
which food is an important one. Be
cause we have to import food we are 
in this critical position and so we want 
to make some amendments in this law. 
Otherwise, if we are able to produce 
food that is sufficient for the country 
and if we are able to export

something outside, our exchange 
position would >»• better than what it 
is today. So, along with this, I think 
the Government should consider the 
question of improving production in 
food. 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. 
I 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 
persons in the administration wanted 
that these persons should make money 
by those imports My submission is 
that the Government should be very 
careful. I thmk 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

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

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

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

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

Shri Jhunjhunwala: The difficulty
we have is 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
ister to let us know how due to this 
lacuna the position has got worsened 
and in how many cases we have lost 
foreign exchange and to what extent

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

As I said in the very beginning, I 
have nothing much to say. But the 
Finance Minister should enlighten us 
as to what has happened in the past 
<iue 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 Snpakar (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 I 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 
at the provision in section 23 o f 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 ia given to the Director of -En- * 
agreement. The provision in section 23

o f the original Act is quite adequate 
and there is no justification whatsoever 
for amending it. Unless Government!* 
able to convince os that there has been. 
a large amount of evasion and offence, 
there is no reason why this should be 
done. If the hon. Minister says that 
there has been evasion on a large 
scale, I fail to understand bow 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 year*. A  
few days ago the Minister told us that 
our foreign exchange position was 
likely to improve by 1959 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. Krinhnamachart: 1 am
very sorry that I had not given a little 
more thought in regard to supplying 
background material to hon. Members 
in regard to this Bill. One point every 
hon. Member seems to have missed Is
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that this i* not a new measure. I 
think Shri Jhurvjhunwala asked, why 
should this measure be brought before 
the House without even a Justification. 
The main 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 handled by 
the Reserve Bank. The Reserve Bank 
itself 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 difficulty 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 is 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, 66 were launched, 
60 ended in convictions with a varied 
fine from Rs. 100 to Rs. 25,000.

Shri Snpakar: Is that the figure for 
one year?

Shri T. T. Krishnamachari: I am
Speaking of the entire period.

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

8 * 4  T. T. XriateuuasdurL I am  
afraid I have not got that figure. Th*- 
polnt is, It is rather drtflratt to gtv* the- 
total ainount involved, because the 
amounts involved might be consider
able but what we get to know and o f 
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 mentioned, fo r  
us to prove cases. I can tell you an 
instance where for a very severe off
ence the court gave a simple imprison
ment punishment. We appealed, 
against the court’s sentence, 
but the court felt that there 
was no case for it. The offence- 
was of an extremely severe nature. 
How the court wjll act is 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—I will re-state the position again 
—I have to come before this House in 
order to keep the Act alive, and that 
is my mam provocation. The second 
thing is that the administration itself 
has changed its character. Originally, 
up to 1952 the Reserve Bank dealt with 
all cases including gold smuggling. 
Later on they gave it up and said that 
they will only deal with cases in re
gard to Foreign Exchange offences. 
From April 1949 till last year, April 
1956 they were handling it. Now, w e 
had to take it over because the Re
serve Bank felt it is not possible for  
them to carry on.

In actual operation we And that it 
is very difficult to operate unless cer
tain powers are given to this Director 
of Enforcement, whom we have ap
pointed. It 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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amendment to tbat effect Call him 
a  Controller or rape other name. That 
is what has happened.

The second point, and that is why 
we have taken over thij 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 o f the Sea-Customs Act did 
provide us a method by which we 
could operate this.

So far as the basic issue is concern
ed, whether these matters which are 
-quasi-judicial should be dealt with by 
executive bodies or not, is a matter 
which should be considered. I myself 
a*n of the view that there must be 
judicially minded and 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 into 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 
mattei. 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 o f income tax. I am glad 
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 possible for us, probably 
after a year or two, to put the 

■entire matter before the House and

get judicially minded people to daal 
with this matter.

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

I 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 See 
Customs Act, which he mentioned, is 
certainly relevant, and that is the 
basic similarity between the two mea
sures. Then there is section 191 
which says: “ If the Central Gov
ernment could exercise, powers o f 
review .." We have those powers 
here. We have created an Appellate 
Tribunal for that purpose. Then 
he goes 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 Customs 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 106 
you have goods which you can seize 
and, at any rate, that provides enough 
cause. Confiscation itself is enough 
deterrent, and then there is a penalty 
possible in the case of a person who 
has some stake. Naturally, if he has 
no stake then if you refer the matter 
to court what would happen is that H 
probably ends in a term of imprison
ment, which means nothing.
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In fact, the proviiion 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
site, Shri V. P. Nayar. If 23(f) i» not 
there the big flBh would not mind it 
and I am not interested in small fl«h. 
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 £ 1 0  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 I, probably, have little money 
and if I get ill and some of my friend 
—if be 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, technically both of us 
have committed a 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 if 
they recommend that he may not take 
the decision, he can Tefer 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—I do think, as a link

in a particular type ot quasi-judicial 
process, that my hon. friend may per
haps commend what we have attempt
ed to do rather than condemn it. And 
section 23F is a vehicle. You give a 
charter to the big fish to do as they 
like. When we go to the court, w e 
find that this is a matter where titer* 
has been a flagrant violation 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 that 
nature and sections of that nature are 
necessary.

There was another point which, to 
my mind, is very important and about 
which I do not like to lay much stresa 
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, 1957. 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 it 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 an9 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.

I 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 is *  
younger man and has not got the ex
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perience at my esteemed friend Pandit 
Thakur Das Bhargava, but he is also 
nonetheless, a lawyer with a large 
amount &  pratice add 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 himself 
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. 11,47,73,63,452 worth of 
goods which have been imported 
should have been avoided over a 
period of five years. Even as, what 
are called, 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. 1 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 provoke me.

Shri T. T. Krishnamachari: I have
no intention of provoking the hon. 
Member. I shall not do it 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 wifh it both here 
and elsewhere.

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

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 ibis quotation, did not giv* 
the corrected version of para. 12 at 
the manual. I do not say it is any
great variation of the previous one,
but there is a slight difference. Sbo- 
tion 1, para 12, of the manual says:

“ 12. Section 4(2) of the Foreign 
Exchange Regulations Act 1947 
lays down that all transactions in 
foreign exchange shall be done at 
rates for the time being authorised 
by the Reserve Bank. In pursu
ance of the above provision, the 
Reserve Bank of India has autho
rised that (1) 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 
cu r re n c ie s .e tc .

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 Associa
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 occurrence of the recent 
Bill.

The point that my hon. friend 
must bear in mind is this. Any 
quotation 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. If it is for
ward contract, naturally, the rate*
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vary according to the assessment o f 
the particular bank. Undoubtedly, 
the exchange rate* also vary in re
gard to the quantum at transaction. 
Supposing I 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 w ill Vary. If I 
have a business 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 contract 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 infringement or even an attempt 
at evasion of the foreign exchange 
regulations.

The point that the hon. Member 
made in regard to the probable ex
porters m respect of whom there is 
the consignment sent and the residue 
is left m 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 m some cases we 
can get a certain amount of proof 
and we can deal with it department
a l^  Suppose these things are con
ceded, I was1 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

to what you call free currencies— 
put it in respectable language. It is 
really blackmarket currency, ha 
makes, and shows how much o f 
black-market money In each cur
rency will be there and how this 
free market operates. So long as 
human beings are what they are, 
they know how to m&ke money and 
they operate like this. I 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 is not an Indian he is a gentle
man of the coninent—that he just lived 
on changing Swiss francs into French 
'francs and French francs into German 
marks. Human ingenuity is something 
which no law can ever beat. But the 
points that Mr Nayar mentioned ar* 
undoubtedly true. All that I can say 
is 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 sitting together and finding a way 
out, I am always prepared 
to sit together. So far as my 
hon. friend is concerned, he is 
a very agreeable person outside this 
House and 1 realise it. So, it is ncrt a 
question of his opinion being ever 
discarded. The hon. Member also 
It Tin w . that as a matter of policy we 
must agree to differ, though it 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 policy.

So far a> this Bill is concerned, we 
are taking a step in the direction 
indicated by Mr. Nayar, not in the 
reverse direction. So, I would like to 
tell the House that I am grateful for 
criticism, even the criticism of Pandit 
Thakur Das Bhargava. We may call 
it narrow, but he is always on the
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akte o f what is c& ad individual 
Uimty. But unfortunately in our 
country ntd in many countries in the 
world individual liberty means 
licence, just to exploit the weakness 
•of Government and weakness 
of other individuals. On that point, 
whether individual liberty should 
dominate or we should make the 
individual conform to what you call 
ordinary codes of citizenship, there 
jnay be much difference of opinion. I 
feel in a planned economy the risk 
we can take is not very great. He 
feels that individual liberty, planned 
■economy or uq-planned economy, has 
got to be given the pnde 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 it before the House 13 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 organisation that 
1 have created for ,the enforcement, 
consequent on the Reserve Bank not 
being willing to continue to handle 
this matter is more or less in the air 
and has to be given some support.

I hope I have attempted—at any 
rate my bona 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 Fomgn Exchange Regulation 
Act, 1947, be taken into considera
tion.”

The motton was adopt#d. 
Clauses 2 to 5 were added to the Bill.
Clause 6.— (Amendment of Section 9) 

Mr. Deputy-Speaker: Is Mr. Nayar 
moving his amendment?

Shri V. P. Nayar*. 1 am m t moving 
my amendment.

Mr. Deputy-Speaker: The question 
Sa:

“That clause 8 statnd part of the 
Bill” .

Clause ft was added to the Bill.

Clause 7 Amendment o f Section IS)

Shri V. P. Kayar. Sir, I beg to  
move:

Page 3, lines 16 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: Amendment
moved:

Page 3, lines IB 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. Kxtehnamachart: I owe
it to my hon. friend to explain that 
this will have the effect that a person 
resident outside India will not be able 
to tranfser any share at all, becaus* 
here we make him ask for the per
mission of the Reserve Bank. They 
might refuse it And maybe that 
there are some small people who 
would like to sell and write to tha 
Reserve Bank to obtain permission. 
That is 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 inside India? Will it be 
covered by it?

Shri T. T. Krishna macharl: That
will be covered by the existing regu
lations A company registered in 
India for that purpose is a residant. 
That will be a transaction between 
a resident and a non-resident. The 
Reserve Bank will have to know. 
Where today persons are non-resident 
and they transfer shares we will not 
know about it. All that we want to 
notice, and maybe in many caawt I*
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may be «  small amount For instance, 
a retired civil servant's wile may not 
be able to collect the amount and 
she might transfer it to somebody 
else. I do not think it is the intention 
o f the hon. Member to prevent this.

Shri V. F. Nayar; I 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. Krtshnamacharl: If a
person happens to be here we are 
covered; if both of them happen to be 
outside, then we want notice.

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

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

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

Shri T. T. Krtfinamanhari: My hon. 
friend may say that vigilance is not 
exercised and that permission is given 
normally. That is possible. That 
happens in many cases. Sometimes 
even when we are nof inclined to give 
permission we are compelled by 
various circumstances to give it.

Shri V. P. Nayar: I shall give my 
case when the particular clause 
comes.

Mr. Deputy-Speaker: I shall then
put the hon. Member’s amendment.

The question is:
Page 3, lines 10 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.”

The motion was negatived.

Mr. Depaty-Speaker. The question, 
is:

'"That clause 7 stand part o f
the Bill."

The motion was adopted.
Clause 7 was added to the Bill

Clauses 8  to 12 were added to the 
BilL

Shri Sap«k*r: There i* no quorum.
Mr. Depaty-Spcaker; The ball it

being rung. Now there is quorum.
15 bn .

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 involve* 
any foreign exchange in the 
matter of such transfer."
(ii) Page 4, line 26—
Omit “general or”.
This is a controversial question and 

agam I 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 behalf by the 
transferrer or the transferee.”
That is the position. Even now I 

am unable to find out the particular 
provision which controls 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 
capital controls certain business in- 
India and that business is to be sold to 
a company resident in India, with »
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nipae capital, necessarily the com
pany with, the rupee capital haa to 
pay to the company which sells 
the business an amount cal
culated in sterling. I could not find 
out from this Bill whether such a 
transaction can be controlled by any 
of these provisions.

I may point out a specific instance 
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 was 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. lt» 
name is Magnesite Syndicate Limited, 
Under the mineral concession ruleB, 
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 
company, by the name of Messrs 
Bum and Company Limited, Calcutta. 
It was reported in the Press that the 
consideration paid was m sterling to 
the extent of £  100,000. 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 
on**- instance, because it will be help
ful to the hon. Minister, it is a case 
where a decision ta-ken by the Gov
ernment of Madras at the Cabinet 
levrl has tpen interfered with by the 
Centre. I do not want to go into those 
details; I am only concerned with the 
foreign exchange aspect of it. If 
Magnet.. „e Syndicate Limited in 
London operating certain mines 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 com
pany which operates in India has * 
private sterling balance in London.

If the hon. Minister is kpen oa 
getting the details, I can read out aft 
•extract from a letter which has gon+ 
from the Secretary to the Ministry. It 
is in a public document, namely, th» 
review petition filed by Messrs Bum 
and Company on the decisions of th* 
Madras Government under the 
mineral concession rules. An appeal 
for review lies 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. Krtshnama chart: I w IS.
explain the position. The position i»  
covered by an earlier section; not 
necessarily this particular section. 
Messrs Bum 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 Bum and Company has- 
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 v and should be at the 
call of the Reserve Bank whenever 
they want. It is likely that the 
Reserve Bank has permitted Messrs. 
Bum and Company to have some 
sterling account for the purpose o f  
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 this parti
cular section. It is the general provi
sion of the entire law that Burn and 
Company could not undertake any* 
foreign transaction. Section 4 wo’ tid 
be all right for this purpose. If they 
do anything, if what the hon. Member 
said is true that they did not obtain 
the permission of the Reserve Bank, 
they have committed, an offence. 
Section 4 is adequate for this purpose.

Shri V. P. Nayar: I just wanted to 
know whether all such transactions 
would be covered, even if they hold 
certain private sterling balance in th* 
name of somebody else. It need not 
necessarily be In the name o£ 
Messrs Bum and Company Limited.
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ha* been committed, an enquiry 
would be made. The famo. W n lr tr

[Shri V. P. Nayar] 
nt can be from the private account of 
•one of the directors o f the company 
who m ay happen to be there in 
.London.

Shri T. I . Krtshnamaoharl: 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. 
If there was something without the 
knowledge of the Reserve Bank, they 
are open to prosecution.

Shri V. F. Na»ar: The hon. Minister 
has not ve»j correctly understood 
my doubt, I do not say that I am 
correct, but I have d very genuine 
doubt. The doubt is, Messrs Bum and 

■Company or a Company X—I do not 
want to mention the name—has »  
director on 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 involving Rs. 13 
lakhs.. . .

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

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

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

feels that we have sufficient provisions 
in the original Act by which we can 
catch any offender who commits such
offences.

Shall I put hig amendments Nos. 8 
and S to the House?

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

Mr. Deputy-Speaker: I am putting
amendments Nos. 8 and 9 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. Deputy-Speaker: The question

is:
Page 4, line 26—

Omit “general or”.
The motion was negatived.

Mr. Deputy-Speaker: The question
is:

“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— CAmendment of Section 
23).

Shri Hajarnavls: I have given notice 
of amendment No. 3, which I now 
withdraw because the provisions 
have been explained to me. Instead 1 
seek your permission to move
amendment No. 17.

I beg to move:
Page 0— 

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 IB , 
shall, upon conviction by a Court,
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be punishable with imprisonment Mr. Deputy-Speaker: Tea. l>w*
years 1* the maximum prescribed^ 
The court can award any punishment.

tor a term which may extend to 
two yean, or with fine, or with 
both;

(b) any direction or order made 
under section 10 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, so that section 19 may be 
separated from the rest of the 
offences mentioned in (IA), because, 
as was 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 1952 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 is 
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 
unreasonable. Therefore, I have given 
notice of my amendment.

Shri V. P. Nayar: Two yean is the, 
maximum. It is not incumbent on the 
•owt to give i t

8 hti Hajarnavis: Therefore I  have 
Bald that tha maximum should bo- 
only Rs. 2,000.

Mr. Deputy-Speaker: Amendment-
moved.
Page 6—

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 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 is that of my friend,. 
Shri Hajamavis.

(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 “sever* 
years” .
(iv) Page 7, line 4—

for “two thousand” substitute 
“fifty thousand” .
My idea is only to have a o r r  

punishment than what is prescribed.
I want only to have the upper limit. 
As 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 th*"
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-offence, etc. We can better leave it to 
the court, In our desire. In our 
anxiety to bring the offender to book 
^nd punish him, the court should have 
the adequate powers to inflict that 
punisfunent. Considering 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 
.serious offences at least to the extent 
which I have prescribed in my 
.amendment.

In one amendment, I find myself in 
a very peculiar position. Certainly, 
-the amendment was not given with a 
view to have that word incorporated. 
Jt was only given with a view to get 
a 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 
o f which the contravention has 
taken place or five thousand 
rupees whichever is m o re ...."
My amendment says, whichever is 

less. Of course, in both the cases the 
-effect is the same.

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

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

Shri V. P. Nayar: If three time*
the value is more, only Rs. 5000 would 
apply if the wording is, whichever is 
leas. That was not what 1 really 
intended. I 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 thin-lc 
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 
jprew t̂ting a person from continuing

an offence, I submit that Rs. 2000 will 
not be o f any use. Nor w ill this term 
o f 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 is not 
deterrent at all if you prescribe 
simple imprisonment. He may walk 
into the lail for a month or two. When 
it becomes seven years, it will serve 
as a deterrent. The object of the hon. 
Minister is to inflict punishment In 
order to serve as a deterrent and 
prevent him from repeating his crime,
1 request him to consider why it is 
not possible for him to raise the 
punishment

Mr. Depaty-Speaker: Amendments
moved:
(i) Page 6, line 14—

for “more substitute “ less”
(ii) Page 6, lines 18 and IB—

for “ two years” substitute “ ftve 
years” .
(iii) Page 8, line 24—

for “ two years’’ substitute “seven 
years” .
(iv) Page 7, line 4—

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

Shri Snpakar: May I say a word.
Sir?

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

Shri Supakar: Regarding amend* 
ment No. 10, may I suggest that it la 
just the reverse of what the hon. 
Member___

Mr. Deputy-Speaker: The hon.
Mover himself has realised it. He 
knows it. He says, it was given to 
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 c l  
these amendments?
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Shri T. T. K fM iuwinduiri; I w ill 
accept amendment No. 17. I think it 
is important.

Pandit Thmkor Da* Bhargava: Hay
I say a word or two, Sir? On page 7, 
you will kindly see, clause (b) says:

‘in sub-section (2 ) for the 
words Mon« thousand’’ the words 
"two thousands” shall be substi
tuted;’

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

“ (2 ) Notwithstanding anything 
contained in section 32 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 placc and it should 
be omitted. Already the provision is 
there.

Shri 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.

8hrl T. T. Krishnamachari: It serves 
no purpose. It is a case of omission.

Pandit Thakur Das Bhargava: The
other point is—I have not much time 

m>j I refer the Finance Minister to 
section 187 of the Sea Customs Act 
where his view finds 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 kinds of breaches which are 

technically called offences, where

me**) BiU
confiscation, increased rate o f dUtjR are 
involved, are decided by these offi
cers. The reason lias "been given by 
the Finance Minister himawlf I could 
not think of that. He has given very 
good reasons. All the proof is then* 
at hand and there is nothing to try. 
As soon as he comes across it, 
the concrete proof of the matter is 
obvious, everything is there. No court 
need pass any judgment The thing 
is obvious from the nature of the 
offence. Any person without the 
assistance of a court can come to the 
conclusion that this man is guilty. I 
am very sorry, the Bill has been 
brought at such a time when I do not 
want the passage o f it to be delayed 
by a minute. It is absolutely neces
sary. At the same time, I would 
request the hon. finance Minister to 
see that such a kind of injustice is 
not perpetrated under this Act. He 
is a man who framed or was responsi
ble for framing a part of the Consti
tution. It he says thus and wants to 
give these powers of dispensing 
justice to Public Prosecutors or 
persons in the position of public 
investigators, the Director of* 
Enforcement wall be just like a Public 
Prosecutor to bring cases before the 
court in respect of infractions o f 
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 is 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 principle of this provision 
to be right. If he can digest all 
these and yet tell us that he is right. I 
think it is too much. So, 1 would 
respectfully beg of him to kindly re
consider the position and bring aft 
amending measure to the Bill soon.
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Otherwise, we might land oumhras 
in difficulties. The Sea Customs Act 
applies to a different w t o f circum
stances. Now you are making those 
very officers who are charged with 
investigating, the judges in those 
caies. This should never be taken as 
a precedent. My fear is that this 
will be taken as a precedent. He 
says that only 180 or 140 cases are 
brought to the coyrt but we have no 
proof. My humble submission is that 
I am not satisfied 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 Criminal Procedure Code. 
Of course, I am not a lawyer. They 
say that the amount in the Criminal 
Procedure Code is Es 2,000 and 
that is 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 in  Investigating 
Officer is 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 I suggest
that all the other amendments may 
be put to the vote?

Mr. Depaty-Speaker: Do Govern
ment accept any oi the amendments?

ghi4 T. T. Kriahnamachart: I accept 
the amendment of Shri Hajamavls, 
that is, amendment No. 17.

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

The question is:
Page 6—

for lines 20 to 25, substitute:
“ (1A) “whoever contravenes—
(a) any of the provisions of t>»«

Act or of any rule, direction or 
order made thereunder, other 
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 "

The motion was adopted.

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

Pandit Thakur Da* Bhargava: Has
my amendment been accepted.

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

Pandit Thakur Daa Bhargava: That
is a different matter, if he is making 
the provision m view of the amend
ment of the Criminal Procedure Code. 
Here 32(1) says.........

Shri T. T. Krlnhnamachari: ___ not
exceeding Rs. 2,008

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 qua*- 
tion is:

Page 6, line 14—
f o r  “ more” substitute “less” .

The motion was adopted.
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Page 6, lines 18 and 19—
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for “ two years” substitute ‘five 
years” .

The motion roos 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 
“ fifty 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 wan added to the Bill.

Clause 18.—(Amendment of section 
24.)

Amendment made:

Paee 9, line 35— 

for lines 20 to 25, substitute: 

“Sub-sections (1) and (2)” .

— (Shri Hajamavis)

Mr. Deputy-Speaker: The question
is:

“That clause 18, as amended,
staud part of the Bill"
The motion was adopted.

Clause 18 as amended, was added to 
the Bill.

Clause 19 —(Amendment of Section 
27).

Shri narlsh Chandra Mathur: I bee
to move:

Page 9—
after line 43, add:
“ (ii) After sub-rection (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. Krlshnamacharl: I am

prepared to accept this amendment, 
only with one variation, namely, 
for the word ‘section’ the word ‘Act* 
may be substituted.

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

Mr. Deputy-Speaker: 1 will now
put amendment No. 1C, 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 bt 
Parliament as soon as possible 
after they are made and shall be 
subject to such modifications as 
Parliament may make during the

1987 Regulation (Amend' 11184
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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, w*s added to 

the Bill.

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

Shri T. T. Krishnamachari: I beg
to move;

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

Mr. Deputy-Speaker: Motion mov
ed.

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

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 in a very great difficulty. 
This Bill must be passed today. 
Otherwise there would have been a 
proposal to send it to the Select Com
mittee. 1 would respectfully ask Gov
ernment to bring measures in such 
time that there may be time enough 
for the measures to be sent to the 
Select Committee. Now our hands 
•re tied. We cannot do anything. I 
am very much dissatisfied with the 
manner in which this Bill has been 
rushed through, because 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

provisions. So, I again request th* 
Government to kindly go throu^i 
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 is 
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
t>lways find that after the Business 
Advisory Committee has fixed the 
time than whenever more time is re
quired to be devoted and the Chairman 
feels that it is necessary to put more 
time then necessiry 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 
dono 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. Depttty-Speaker: The House

will now take up the Expenditure-tax 
Bill, 1957 for which 10 hours hava 
been allotted. As the House is aware,
4 hours have been, allotted for the 
general discussion, S hours for clauae 
by clause consideration and one hour 

t for the third reading stage.
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The time-limit for speeches will, os 
usual, be 15 minutes for the members 
sod  88 to 80 minutes if necessary, lor 
Leaders of Groups.

The Min tutor of Finance (Shri T. T. . 
rrM im iw h a H ) • i 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 BiU 

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

This is the first tax of this kind 
anywhere in the modem 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 
general discussion of the Budget as 
well on the motion for reference to 
Select Committee. The observations 
of the Committee with regard to the 
principal changes proposed have been 
detailed by them in the report. The 
Committee 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 objective 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 
o f 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 
to clauses 3, 4, 5, and 6 . I shall deal 
wit^r these in some detail.

The amendment* suggested to the 
other clauses are mostly of a proce
dural nature, and follow the pattern 
of the corresponding clauses in tha 
Wealth Tax BilL

As the House is aware, the. proviso 
to clause 3 in the original Bill provi
ded that no expenditure tax 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 BUI 
to the Select Committee I had sug
gested that they might consider whe
ther the proviso should be changed or 
dropped. The obvious reason for 
this is 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 word
ing of a new measure like this, a pro
vision ol 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 income 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 incom* 
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 basts 
of accrued liability is taxed again 
in a 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 (1) la

•Moved with the recommendation of the President.
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[Shri T. T. Krishna ma chari] 
almost the same as the original clause 
excepting that it has iurther provi
ded that only such expenditure in
curred by others for the benefit of the 
assessee >as is in excess of Es. 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 Committee 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 expendi'urp. 
To some extent this is already covered 
by sub-clause 4(i) but the Commi
ttee felt that a further -extension 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 Items 
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 
public 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 
«re allowed in law. It will be recalled 
that during the earlier discussions in

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 India 
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 6 provides for deductions 
which are to be made in computing 
the taxable expenditure of an asses
see. Sub-clauses (a), (b) and (c) of 
the original clause have been retained 
with certain minor modifications* 
and the main change is really in sub- 
clausc (h) which prescribes the basic 
allowance. Members will recall that 
the corresponding sub-clause in the 
original Bill provided a basic al'ow- 
ance of Rs. 24,000 to every assessee 
with a further allowance, if claimed, 
of Rs. 5,000 in respect of pach depen
dant, there being no ceiling on the 
total basic allowance admissible to 
an assessee Under the scheme of the 
new clause as recommended by th# 
Select Committee, an individual is to 
be allowed a basic allowance of 
Rs. 30,000 and in the case of a Hindi* 
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 proceeding* 
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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cessions are not abused, tb« Co n *  
mittee have recommended certain 
limits, e.g. Rs. 5,000 for medical ex
penses and Rs. 8,000 for educational 
expenses abroad. Provision has also 
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, 
1 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 but arc 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 some 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 ccnt of the average- 
annual expenditure of the last three 
years or Rs. 75,000 whichever is less, 
but tho^e 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 pro
vision for the gradual lowering of this 
limit of Rs. 75.000 to the 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- 
&ee 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

of a procedural nature. As I have 
already stated, these clauses follow  
closely the corresponding clauses in 
he Wealth. Tax Bill which hat 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 provision of this na
ture. Hence they have suggested this 
new clause.

The Expenditure Tax being a new 
measure, doubts have been expressed 
here and elsewhere as to the feasibi
lity of administering such a tax. The 
Select Committee have, therefore, 
been particularly 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 measure, 
more than any other tax, is capab.e 
of leading to harassment or what is 
considered as harassment by people 
who are 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 rough
guess of the magnitude of the
probable yield” .
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[Shri T. T. Kriahnamachari]
The basic difficulty in this cu e  is 

that we cannot be sure even to what 
extent personal expenditure will be 
reduced as a result of this measure 
If that could be done, then we can 
envisage the income. Unlike income 
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
sonal expenditure and business ex
penditure is a very thin one It is so 
not only in this country but it is also 
so 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 
aa much as he can. We cannot pos
sibly estimate th&effect of this factor, 
but I will say that I will not be sorry 
if the revenue fro m  this measure is 
not as large as it is expected. I 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 is less, to 
that extent it would have fulfilled ita 
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 
Prof. Kaldor, who has no experience 
ot this country. Sometimes I have 
been accused that I have not copied 
him fully, though he can take no ad
ministrative responsibility for anything 
that is being done. I would there

fore want to do something which )
usually do not do, namely, to quota! 
and I cannot do better than Quota 
Kautilya. While enumerating the 
duties of a revenue collector, he says, 
(it is in Shyama Sastry’e book, page 
15t», 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 (charitra) , occupation (aaji- 
vika), income (aaya) and expendi
ture (ryav)” .

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 expeadttwt 
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. Krishnamaclutri: The
hon. Member there has made me a 
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 village and district offices. 
After verifying the area, type of pro
duce, right of ownership etc., it says:

“they shall also ascertain 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 unfortunate Finance
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Minister; something had'been thought 
erf even in the old days by Kautilya. 
That provides me with some staunch 
justification. 1 know in this House 
quotations at 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.

Shri H. N. Mukerjec (Calcutta-Cen
tral): Mr. Deputy-Speaker, Sir,
when at an earlier stage of the pro
ceedings on this Bill before reference 
to Select Committee I took part in 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. I am sorry that this handle 
has been given and I say that in 
spite of certain deficiencies, we have 
to go ahead with this Bill. But theic 
is no doubt about it that this Bill, as 
it has come back to us from th* 
Select Committee, bristles with so 
many deficiencies that sometimes 
some of us have felt like saying that 
perhaps it was better to drop it. But 
I do not say it because something 1 la 
this ought to be put on our Statute- 
book.

Our friends who have appended 
notes of dissent have referred to ihe 
factor of what they call harassment. 
This question of harassment must 
have been raised in very acute Xcrm 
when the income tax, for example, 
■was first instituted. This harassment

argument is bound to recur from time 
to lime. But on this occasion, som* 
of those among our Members who 
have appended notes of dissent, have 
almost become lyrical in their attack 
on harassment. One Member, for 
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 
whole 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 koout 
harassment and the inquisitorial as
pect of legislation of this sort. A 
certain amount of inquisitorial activity 
is absolutely necessary 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. Masam, making a note on this 
point and I am sure we shall hear » 
diatribe about the inquisitorial pro
pensities of the modem 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 • 
socialist pattern of society and wher> 
the State is the only instrumentality 
that we have in order to achieve that 
pattern, we have got to put sap with 
a certain amount of harassment; but 
we have only to make sure that that 
harassment is minimised as much as 
it can be and we have only to make 
sure that whatever little harassment 
happens Comes to 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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said in his judgment: "No man ih this 
country" —England—"is in the smal
lest obligation, moral or other, 00 to 
arrange his legal relations to his busi
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 
fundamental 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 i3 
also a kind of demoralising factor as 
far as the life of the country and its 
economy is concerned. Therefore, 
we do not want conspicuous 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 a 
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.

It has been said that there is no 
theoretic justification for the Unking 
up of liablity to pay a tax on expen
diture with the income of an indivi
dual. Actually, Professor Kaldor ha* 

'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 a man who has been 
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 to 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 
bo 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 Blmal 
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. I 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 v u j  
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.

I would like also to say that in view 
of the exemptions—exemptions 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 
Khadllkar 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. I feel that, perhaps, Shri 
Ghose and Shri Khadilkar have gone 
a little too far, but I know I shall be 
crying in the wilderness if I wish to 
press my point of view with any hope 
of its acceptance But, in any case, I 
feci that some lowering 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:

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

(i) any expenditure incurred, 
whether direct!'' or indirectly by 
any person other than the asses- 
see in respect of any obligation 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. 5000 in any year;”

This last clause is an addition by 
the Select Committee. My point is that 
tht< expenditure envisaged in cub* 
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 
groccrs 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 is not what the House wanted. 
I am sure that the Finance Minister, 
if he is 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. Alter all, 
this kind fOt 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 
addition 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 
economy should come under a kind of 
penalty. I do not say that. But 1 
should not word this clause in the way 
that the Select Committee has chosen 
lit to do.
18 hrs.

Then I come to sub-clause (b). It 
saya:

“any expenditure incurred by 
the assessee, or on his behalf by 
his employer, wholly and neces
sarily in connection with the dis
charge of duties arising out of the 
assessee's employment;” .

Now, J 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 in the House 
in the last l-uurliament, how the 
Finance Minister-in those days, it was 
Mr. Deshmukh—said openly that he 
found that so many of our leadings 
industrialists do not seem to have 
either house of their own or cars of 
their own or any kind of amenities, 
while, as a matter of fact, we find 
them living in Babylonian luxury. 
You cannot touch them anywhere 
because there are all kinds of 
loopholee .which they utilise. What 
happens ti, I 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 i t  For example, (here is a car

aiWwance- The <yur 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, so to speak, from the ambit at 
taxation.

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

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

“any expenditure incurred by 
the assessee in connection with 
the acquisition of any immovable 
property or in the construction, 
repair, maintenance or improve
ment of any immovable property 
belonging to him”.

Upto “repair and maintenance”, I 
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 know 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 floorings 
and if somebody wants that kind at
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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 I 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 (f). 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? I 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

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 th» 
other things, to other luxury pur
chases. The clause says: “ .. . .a n y
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, I want to go to Rajpulana and go 
to certain Maharajas’ palaces to see 
the works of art which are theje, 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 is going to buy works of art 
for his own delectation, then surely, 
apart from paying the salesmen, he 
should pay somettiing 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. If 
today, 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 collector*. 
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. So, 
there, I cannot allow, I cannot agree, 
to the permission given to the people 
to exempt moneys spent for purchase 
o f 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 contribu
tion as capital to a Arm or other 
association of persons in consi
deration of a share in the profits 
o f the firm or association,”

I fear that this includes speculation 
.on 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 if we cannot keep 
the stock exchanges' operation out 
•of the picture, I for one 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, I 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 bom 
with a platinum spoon in their mouth. 
Certain considerations in regard to 
them should not be forgotten. I say 
all that I 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 
(the time being we have not expro

priated them altogether. 11 we h*d 
done so that was a different matter. 
If we had a revolution in this country 
they would have been expropriated. 
Whether that would have caused 
some unpleasantness or not is a diffe
rent proposition. But we have not 
had a revolution of that sort. There
fore, I am prepared to treat them with 
every consideration.

But 1 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 incoroe-tax on privy 
purposes. We have been asking the 
princes to disgorge much of those, I 
do not know, bullion or gold or trea
sure of what description, which per
haps for long ages have been stowed 
away in their coffers. But since they 
did enjoy certain exemptions already 
guaranteed by the Constitution, I 
would not give them any further ex
emptions. I am prepared to treat them 
fairly and squarely. For the time be
ing the country does not want them 
to go altogether For certain reasons 
we are having 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 
exemplars, 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 fee] 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 to 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 to race horses in
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n | itd  to livestock. But I do not 
understand why the moneys spent in 
purchasing race horses should not be 
computed. I should think that would 
be one of the first 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 I 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 I begin my letters “I 
am sorry to intrude on your tune, but 
here you are.” I have sent him some 
material about race horses. I do not 
know anything about them myself. 
But somebody in 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 in 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, 
clause 6 ( 1)

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. Makerjee: 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

Rs. 8,000 is the amount proposed to 
be given for educational expense*. A  
point has been sought to be mad* that 
this is necessitous expenditure. I have 
great respect for that argument. But. 
as 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 a letter which says that a young, 
student has been sent to Calcutta 
National Medical Institute and th*- 
doctor tells him: “recommended admis
sion in a two-rupee paying bed.”  He 
has not got the money, he writes ta 
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 yoit 
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 can. 
spend Rs. 8,000 on a child's education 
he can pay ten per cent of it, Rs, 
800 to the State. Why should not this- 
be done? As a matter of fact when the 
working class budget is to be drawn 
up when there is a labour dis
pute and the Tribunal has to- 
decide how much money should 
be paid to the worker, then j 
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 «ee- 
in the case of labouring people that- 
it is 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 feel, 
that this Bill requires many changes.

'We find that there is an attempt at- 
blackmail. Here is a document pub
lished by the Forum of Free Enter
prise which points out how sine**
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"November 1956 on account of certain 
new taxes investment in companies 
has dropped. They have given tome 
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 black* 
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 
ahead inspite 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 mind, 
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 
«ven 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 ML 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 liberties of the 
citizen. When I jointed the Select 

•Committee, I had an open mind about 
this particular measure I 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

ciated his intelligence, I thought this 
might be an interesting experiment. 
But having listened to the evidence 
laid before the x 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 at 
this nature passes the test which I 
suggested in the very opening sentence 
of my speech.

The Finance Minister himself has 
conceded that not only is he not in a 
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 
wc need. It is 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 
Bill. 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 is 
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 loans 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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rice of expenditure which are allowa
ble under his scheme. If he does not 
come forward with the claim for 
exemption, then he will be taxed for 
the whole amount , Unfortunately, 
♦>>in 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 assessee. He will 
have to keep a complete and detail
ed  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 alfeo 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 complete account and say noth
ing more than this was spent. I would 
be a bold man if I 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 surprised, 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
fully follow him with the greatest

amount of complacency and srougneas, 
what can we expect from people TSkfi 
them? ,We certainly cannot expect 
any moral indignation at any sort at
inquisition.

I am not prepared to agree that hav
ing accepted a socialist pattern of so
ciety, this country has done anything 
like accepting the dictatorial method* 
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 another book called 
Twentieth Century Socialism publish
ed by the Socialist Union, with which 
hon Members on this side are 
familiar.................

Shri 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
try. 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 socialist pattern that this country 
is prepared to accept has any resem
blance to the horrors of the Soviet or 
Chinese dictatorship.
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Apart from harassment, there Is th# 

question of administrative efficiency. 
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 thin 
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 more difficult to 
handle than the present income-tax.” 
When our administrative machinery is 
incompetent to collect effectively the 
income-tax that is due to them, we 
•I* 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 m dealing 
with an administrative problem, the 
possibilities of corruption and harass*- 
ment increase, because what you 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 inquisitorial 
methods, because they have not got 
the technique by which without those 
methods, fhey can recover the tax 
that might be escaping. That is why 
very big names in the economic Arma
ment like Professor Pigou, Prcf-'ssor 
Keynes and Dr. Dalten at various 
stages rejected a tax on expenditure

or consumption as administratively 
impossible.

Another reason why I for one find
it difficult to accept this measure is  
that this is not the machinery even, 
its author, Prof. Kaldor,. has recom
mended. Prof. Kaldor is very clear in. 
his report that you cannot have a. 
substantial income-tax at a higher 
level and a substantial expenditure 
tax. He has sai<J that if you combine 
both, you get an intolerable burden o f 
taxation which will kill incentive and 
hamper production. His argument is. 
that it is 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 o f 
the income as the ceiling and simul
taneously, we have added to it the 
expenditure tax, flouting completely 
Prof 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, Sit, 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 individual 
one—what does it really amount to? 
What is the rupee worth today? Let 
me mention just a few indices o f 
wholesale prices that prevail as com
pared to what they were in 1939. 
Taking the year ending August 103J> 
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 o f 
life. If you take an alround figure-— 
because, I have selected a few items
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and it is fair that I should give over-
all indices-it comes 0 this:

Food articles all put
together 392'1

Textiles

Manufactured articles

All commodities put
together

416

387'1

422:1

In other words, the rupee today QUYS
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.
!IOO 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. am mention-
ing this to show how we are losing

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 economicdevelop-
ment and prosperity of our people.
Luxury consumption in our country
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 an<\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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[Shri M. R. Masani] 
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 ctores, 
1955 to Rs. 174 crores, 1956 to Rs. 201:9 
crores. Savings in banks rose- · 

1952 Rs. 131 crc:>res, 
1953 Rs. 133 crores, 
1954 Rs. 140 crores, 
1955 Rs. 140 crores, 
1956 Rs. 158:4 crores. 

Here is evidence that those who 
have the wherewithal to save are in 
fact diverting their earnings and 
their capital to productive enterprise 
and productive investment by putting 
the money in the hands of the banks 
so that that money can b'e 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. 

• [SHRI MOHAMMED IMAM in the Chair] 

The entire concept th~t we should 
stop the people from spending is a 
luxury which we in an under-develo~
ed country cannot afford. We want m 
this country an expanding · economy. 
We want the people to earn more and 
enjoy life more. I take 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 

/ 

and comforts of life to which they are 
accustomed. This is not a process 
which will succeed. It 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 ~t 
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 to 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 t>e, 
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 hand1 what we n~ed 
in this country is more purchasmg 
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 
very 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 



•
7 Expenditure-tax Bm II2I8

./

comforts of life to which they are
istomed. This is not a process
ch will succeed. It has not sue-
led in Soviet Russia. It will not
eed here. People like to see a
e bit of what they are going to ~t
~e future. If you are going to ask
n to work hard, they want to have
east one anna into rupee of the
fort that they are going to get in
future at the present time, for

hselves and for their children.
'I are not prepared to be told that
~e end of the Sixth Plan, may M,
may have a richer life for your
dchild. That is not enough, human
ihology being what it is. What
I this kind of tax try to do? It
I, in the interests of long term

erity, to aggrevate poverty in
immediate.

the other hand, what we need
his country is more purchasing
er to be put into .the pockets of
people. We want the people to
d the mon-ey in their pockets so
a bigger market can be created.

en a bigger market is created, fresh
loyment is created. Because

time a man spends a rupee to
something, that something has to

~roducedand a man has to be put
he job of producing that article.

t is how the man who spends gets
re comfortable life and in doing

e creates more employment and
e well being in the country. This
e processof an expanding economy
:h we see in the prosperous
tries of the world. We are trying
wart this process through a false

e of austerity and a false sense
quality, '

have no quarrel with those who
genuine Gandhians. I have great
pathy and respect for the point of
, of those like my hon. friend Shri
.prakashNarayan or Acharya Vino-
Bhave who want people to live a
.le life. They believe that happi-
does not come through material

Eortor riches. That philosophy is
lmdone for those who can practise
But that is not the philosophy of

11219 Expenditure-tax Bm 31 AUGUST 1957 Expe¢iture-tax Bm 11220

the present Governm-ent of India.
That is not the philosophy of the
Second Plan. The philosQEPYof the
Second Plan is a pure materialist
philosophy of saying that people be-
come happier when they sp-endmore,
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 th-eir 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 loessconsumption
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 intellectual confusion in the pre-
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 else 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 th-e Central
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 country's problem. The

yroblem before th-e country, said he,
was to bridge the gap between pro-

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 agree. 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
decid-e 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 b-eing so, this _
measure will defeat the very object,
production and greater production,
which we all desire.

So, Sir, I have very reluctantly
come to the conclusion that I, for one
cannot b-e 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 se-e. As a
matter of fact, there will be no ad-
ministrative lIlifficulties because the
officer who assesses the individual to
wealth-tax would be th-e 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. '



11221 EXpendi'ture-tq .BitZ 31 AUGUST 195'/ Expenditure-tax Bill 11222

[Shri Jaganatha Rao]
I

Regarding harassment, which was
referred to by iny hon, friend, there

- will be absolutely no harassment be-
cause the rindividnal knows from the
provisions of thir Bill that any ex-
penditure incurred by him over and
above Rs.30,OOO,which is allowed as'
the basic allowance (plus certain
deductions allowed to him ,under
clause 6) will come under the purview
of this Act. SO, where is the ques-
tjon of. harassment. It is open to the
individual to see that his expenditure
does not exceed Rs. 3.0,000.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. 36,000and 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 has
referred to the am 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
ISO 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 [s 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. 'Further, that wealth
•\8 taxed under the Wealth-tax Act,·

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-
"n 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

,

11223 Expenditure-tax Bm

oJ

not fall like manna from Heaven
State has to raise the money. l
citizen has a duty to the State tc
tribute his mite. The State h
right to demand of the citizen
contribute by way of tax to the
cess of the Plan/ Therefore, m~
friend would not be right in 9
that the State cannot ask the l
to curtail their expenditure so
they would not be able to lead
they were accustomed to. Wha~
Bill intends is to curtail wastef~
penditure. All reasonable nece~~
required by a person have been
ded for. A person may be accus
to live according to a particular ~.
ard, is allowed to do so for his j
cal expenses a sum of Rs. 5,000j
lowed. He can send his child
foreign country for education.
into consideration that there are
sonsin various strata of life, reas
figures have been fixed. It is a co
mise between two extreme view
view that every person owning
should give away the wealth t,
State or that the State has the
to take it away from him, an
other view that the State has n
to take it away in any shape or
So, I would say that all the Bi
at is curtailing of wasteful ex]
ture. To that there can be no
tion from my friends.

When we have embarked u~
Plan, a certain amount of self-aB
tion is necessary. Shri Masanf
talking about the philosophy o~
Bill. The philosophy of the Bil
cording to me, is that every cit~
required to undergo a certain a
of self-denial and self-sacrifice.
is why the Finance Minister sai
I also feel that if all the people .
country, because of this Bill, fr
morrow lead an austere life,
the sense of denying to themselvi
bare necessities of lite but d
indulge in wasteful expendit
will be a step in the right diri
because they would be refo
themselves and become use:
society.

My submission is
no valid objection
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not fa ll like m in ia  b a n  H w m  The 
State has to n j i t  the mosey. Iv g y  
citizen has a duty to the State to con
tribute his mite. The State has a 
right to demand o f the citizens to 
contribute by way of tax to the suc
cess of the P lan / Therefore, my hoe. 
friend would not be right in saying 
that the State cannot u k  the people 
to curtail their expenditure so that 
they would not be able to lead a life 
they were accustomed to. What the 
Bill intends is to curtail wasteful ex
penditure. A ll reasonable necessities 
required by a person have been provi
ded for. A  person may be aocustomed 
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 is 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. 
So, I would say that all the Bill aims 
at is curtailing o f wasteful expendi
ture. To that there can be no objec
tion from my friends.

When we have embarked upon a 
Plan, a certain amount of self-abnega
tion is necessary. Shri Masani was 
talking about the philosophy of the 
Bill. 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 
is why the Finance Minister said and 
I 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 o f denying to themselves the 
hare necessities1 o f life but do not 
Indulge in wasteful expenditure, it 
w ill be a step in the right direction 
because they would be reforming 
themselves and become useful to 
»odfty.

H r ■ubadsteoa ig that than ean be 
* e  'vs&d objection to this Bill on

either ride, either Jraqa tte  rich or 
those who hold the other extreme 
view that there should be ho rich 
people, or no people in the 
hicocne brackets.

I shall not go into the provisions o f 
the Bill in detail, but my hon. friend 
Shri Mukerjee has raised certain 
objections stating that there is much > 
scope for evasion. 1 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 5 
enumerates certain items of expendi
ture which do not come within the 
purview -of the Bill. Clause 6 gives 
certain items of expenditure which 
are deductable in calculating the ex
penditure.

Objection has been raised that thu 
sum of Rs. 36,000 has been fixed as 
the net income of the person to attract 
the provisions o f 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 
o f expediency so 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 have 
given notice o f an amendment to nib- 
clause (m ) o f clause 5 which deals with 
the expenditure incurred by the a*- 
sessee for any public purpose o f a 
charitable or a religious nature in 
India. I shall deal with it in detail 
when the clause by clause discussion 
takes place.

Shri Bimal Ohose (Barrackpore): X 
also happened to be a Member o f tbto 
Select Committee, heard the evidence 
and participated in the discussion, and 
I had come just to the opposite con elu
tion to which my friend Shri Masani 
has come. I think thpt this Is a good 
Bill and that it introduces a good 
^measure, though I agree with mjr 
friend, Shri Mukesde* that It has un
fortunately been watered, down to a
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[Shri Bimal Gho**] 
considerable extent in th* Sel*ct Com
mittee.

The objection* to the Bill may be 
grouped under various heads, but th* 
main ones are that there would b* 
more harassment, that we have not 
the machinery to collect this tax and 
that it would have a disincentive effect 
and a few  others, but I may say a 
word about the philosophy of the Bill 
to which* Shri Masani referred. His 
philosophy appeared to 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 if 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 will 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 o f the opinion that it "will have no 
effect whatsoever because it w ill not 
affect the common people. It w ill not 
affect the ordinary people and the 
middle classes, and therefore it w ill 
have no restricting effect or ameliora
ting effect on the inflationary process 
in the country. The two are contra
dictory opinions. Dr. Krishnaswami 
may, to a certain extent be right hut 
I would be happy if Shri Masani were 
right and this measure has a disin
flationary effect

Let us come to the question of 
harassment 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 itself 
causes a lot o f harassment hut I 
b*lieve nobody would propose that we

should abolish inoetw-tax. D m 
ground of harassment cannot b* th* 
only ground for opposing any parti
cular

16.59 hr*.

[Mb. Spxakxr in the Chair']

Of course, I do not deny that hnran- 
ment is a serious matter, and I hope 
that the Government w ill give du* 
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 
w ill be harassed, and what w ill be 
their number? We have to realise 
that so far as the ordinary people are 
concerned, or even the middle classes, 
for whom it 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 about Rs. 2000 or Rs. 2500 per 
month. Therefore, we need not be so 
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 harassment to 
many.

17 hr*.
Then about our tax machinery being 

able to bear the burden of such a tax 
measure, that is something on which 
I 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 burden is not 
so great that the income-tax depart
ment—I believe it w ill be entrusted to
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that depai'ttfient not be enabled
to im^t ’  *»fcf th<̂

Then ire ootne to the question of 
inowrtivsa. A  lot is said about incen
tives. Wo examined this argument 
also when we were discussing wealth* 
tax. I maintain that it cannot be 
demonstrated that this tax will neces
sarily have a disincentive effect

There is one point I should like to 
place before you and that is this. 
Only recently a delegation of indus
trialists has gone abroad. 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 Bhould 
invest more money in this country? 
Whenever a tax measure is brought 
forward, I know that the people who 
are affected will 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 a very serious disincentive effect.

Having disposed o f 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. t 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, 
has asked: why are you so much wor
ried about this Rs. 30,000 figure? It is 
only Rs. 900 per month compared to 
pre-war prices. That comparison was 
absolutely unreal Why should we 
com pand with pre-war figures today? 
What we have to consider is, what fat 
tiie position o f a parson today with 
Rs.2000 or Rs. 3500 income par month? 
Do we consider that he is a man

who goes without the pooaMttfaa at
Ufe, who has to stint himself too 
much? What is the position o f a 
man in society today who earns 
Ra. 2000 or Rs. 2500? Whatever may 
be the price level, we ar6 saying that 
the highest salary that should be paid 
Should not exceed, let us say, 2000 or 
Rs. 2500. That is the highest salary 
we are thinking about. In this con
text, we have to decide what should 
be the limit 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 is a very safe figure. Rs. 2000 
is not too little. My hon, friend, Shri 
H. N. Mukerjee, felt that it was on the 
higher side. There may be 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 consider 
that I 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, I suggested 
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 consi
dered sufficient Therefore, I feel that 
it is not proper that the exemption 
limit should be placed at Rs. SO,000 
there also.

Then there is 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 and 
a bachelor should have the same 
exemption lim it A  bachelor certainly 
should be quite well off with an 
exemption limit of Rs. 24,00̂ . At the 
same time, a family with dependents 
certainly would need more tor 
expenditure of the family.
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[Shri Bhaal Ghose]
Therefore, the provision w bld) 

lumps everybody in the u m t cate
gory is wrong in principle. I feel 
there should fee 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
tion limit should be Rs. 24,000 Rs. 3,000 
for each dependent with a maximum 
limit of Rs. 30,000. The definition 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 
system. We were told in the Select 
Committee that it would not be possi
ble to define dependents, that if we 
extended its scope, it would bring in 
loopholes fox 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 people 
with a larger 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, tee to it that there 
will be no large-scale evasion.

Tnia BiU introduces a measure which 
is a very novel one. It exists in no 
other country in the world. I believe 
that is one of the things we should be 
proud o f 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 tax measure 
by the objectives that we set before 
us. It is not at Shri Masani would 
like to say, that our objective Is that 
w « should make more wealth. Natu
rally, that may be our one objective. 
We must also increase our produc
tion. That is certainly our objective. 
Btlt, at the same time, while we are 
increasing prodection, while we are 
increasing wealth, it should also be 
our objective to tee to it that inequali
ties do not widen, do not become 
+VTWB, that we assure to everybody a 
minimum standard o f life.

Even Professor Kaldor, wtoo la 
quoted by every section of the House, 
came to the conclusion after reviewing 
our tax structure that the inequali
ties were too great, and that it was 
not good for the economy or for raia- 
lng the finances for the Second Plan.
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 
inequalities is good and will help the 
objectives of the Second Plan. And, 
particularly, when it is also our desire 
that we achieve a socialist society 
where there should be less inequali
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 w ill come will help to check 
evasion, and (3) reduce inequalities, 
and therefore help in the objectives 
that we have set before us.

ST*t wm (fj^rrc) :
irstor, w  firar

art #  fw rcr 
3  t r i  j  q ?  fc %  Srfl-

TPT <rcVTT >FT tfiiw
vtk c?tpt ^  W r  *?r |

| fa  t w  w  * * *  wr#
$ srcvnc tth t v n  e*n*r 
vppttv «rort %

*  i ^  f̂ nrmrzTT
$rrcr Cl* w  «.»>*< i y r  

irj ftnr nnrr *wt | f*F w r  
ftar au*r i v r  ftw  Tttft 3

WTT T̂ffTT j  ft? ^  %>|hr
*n«r?*n:^TPr%«i7^iewft 
| t TTST f

*  w *  lira* f ,
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^m ^flnR-Sw  filW »ftT aft *W -
<rtwT

1% *nfr *frt $  i *r? q w ffr r ^ -S w  
f r o  fcr % f t f lw  * $ * 1* * 1#  

aft n*ri*fe*t iivH im 1!
I *Tl#*fe $ f o  tftT

flTTW »T tfWf 51TTW <TT WTT w 4  ^
M‘i ( *TflT̂ *fe ^ f*F <11Rs<fl *?T tfir 
^  v w f  9X *rnfflt ^  *  &
1P1T !TTf t f lw  IVfti*^
v w  ^npft t  ?ft ^i4 f c
R ljftiil I f  WTCT H I W  V TI^t *f 

isr% ^ttst wt# snflf ft*
I ^ r»H  $ fa  w «iO «< ft ,

^  r<*fid»n mnc ; h r  Jt v t f ,
^ r m w v r ^ tt%r r f t
sm*IT «*JKt «nf sr f̂ *r?n  * n f^  «ftr 
i*r ̂  fr * t f  *tw  ̂  w i *  ^  ̂ f*FT 
^  f̂it ?ftr *tt *T5 ^
% hrtt ?fl»T  i^ rv V  t o ?  %  n w -  

*rm *f wrft f^T sf’t jtt fiRft a£l» & # 
«Voh Pra»i«^ *  i f * *  w  turaft i

VTTViroT, v t f  Wfr 5 ^  fv  
«fr rĵ o t^ o  ^paff <ft*r tit*  <TT
■ u w  (hp<«<. v t wifrt ^ i
W T  ^  m w  v n  '^TR % TTC% 

m f  *% ?ft ^  f t *
c r P n f  ijftrr i v t p i t  ?rnpc f v f t i  %  
viv i*i w r
«T ?f *  35T* % 3  *f«T  ̂ mpST $ %
«$ f w sn ; t o  t w  ^  *$ *
#  TPT3T *flff TTT S%, f t #  #  TPW
s^f «r j  «ftr <aft ^  jP m r
^  *r f t  w e t  f*I »r?t <̂ t % \
it wiH * w t*  ft ifsr^  m &  *rt
^  ?TT? VT tffer <5T «WT
»  faq  y iq w w ittrr W pt t  n»i*Rrr 
^ ftr f«rft fcr % ^Hrawr t  * *  
^  ^  *hfr »»^ w  w  a n  *  
ffliftw  «np I

v n m u r ,  ^  %<m #  $%  | ^ f e  
«pr ftr^p |dt | i w r ^iprr ^  | %  
w  % ?rWf ^  t o r  **r «rar <if*tr tftr 
w r r  *h% v t t  w *r f t
*n 5T|f, ^  *it i t  | \ ̂  w?
t  f o  *̂r to?  ^  *?r ftw  vt

iTPTSift ’W  s r r  • r f f  f W t  farcr l^ r r  f t f  
^  ^ i inrx vt^A
^T^-ft 5t ?T*Rfr ?ft ^  w  fŵ T 
^ f t  %  ?T T tt «PT?TT I

«ptt «rwfr ^  vrsrr | 
^  f^Rrw ^rr t 5*r w  

wr ?r *n^ns |
^ Pp f^RT J w  ^ 1  ^|qi 1 1  

f*ii*r>i*in wrt’ finr 
«rc ^  ^Itd t^ o  Tj!fo ^raff pF*|f 

^ ^  «ra«r^ ^ fv  t «a
5W*TT «ft «rtt xft
#  q fT  t  l 9X T R : f«Rft %

ftr^nii v tw d m  n w n
v m  vn^fr i ^  t o

^ f r  innc c t w  ift
3 S tv «ftT T T w r^ e# ^ ft^ r(fr  n m t  
q f  w f t  if ^
^ ^ T O T s i^ V f f f t t \o, Jt^TY 
fr  «TTT ?lfHW ^  <5t
TT& ^  fHTT Ĥ*hh-#W  
o d i  T̂ ^*l!iiij ftiJJT *lH ?ft 4 (̂1 ^  

*Ff V ? jf w
Tinrw ^r^r «v # t | i< k  «Ff *pfr
^  VfTf ^  VPPTft ?t H>Rft 1 1
im ¥ t wnnpft t f  »pfr ^  H’Rft | i 

$r^hff vt n
wcrrvr ^t fv   ̂o v r t f  %■ wnur w  t w  
l i w  Hff ?t?TT %Pft v t f ix  wt^t %r 
w ftqrt t e  %r ^  t o t

^rdf v w  * * $  | \ * 9  % 
HWTC ihft ^  frre  ̂̂ n -

* t i  « « v  I t  % M v  v<!0
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tr firni^fe * w  |,
**rm yiijftsfafrg «flr 

fipn^fe f in m  <jfw r | i

m W  *mpr ^
fafad ^ * 0 0  % WVRT V^OQ 

T*fr «fc ?fr V tf t # # ¥  ^W (T 
¥t t o j  ?r sr|f «ft i & m  « w r
^TftrY^oo

t̂mrr xs^r i

t t o  ^RKT fa  ?fpff Tt WT 
| Ufa; fa*T F T P f-tw  fw tfife
*fl (. 'rRTTTrT VTH *n,?l ^ I ^TF*T-
i w  m  j& t xr€ %• tp w  $ iftr w  
*% fiBT*nr « /k  m  | tftr ^  mspr
r$m |  %  f a * r  3r t w  f ^ r r  ^ r t c t , 

«fir & rttr inkr qr flra nr$ 
w^r fa*n v w tt, nr̂  *w f w  jwr 
W fT  *T5  f̂t ?TOT qw ifft^ R -tw  f**T 
« T R T I  %tt* ftnsfc fa  3WT *sft <T*o ^ O  

^ R f f  ^  ^  1WET «W ,T W *  fa H T  * f k  
V& «TSfiT V t  PP^T «fTT *T *T T ,

ynfiprT %• *m  fa  z& f  
tptvw-Zw  tnf&ar f?t f a w  m h zr 
ftrctaw forr $vr | «ftr v ^ h
,ft’ f’Rnft u tkv  ip n v r  | i Pro 
urthit % ^  ^  ^ e  % x p̂ ^  ?rw  

isx frs v t  } tx  $ iz  $  x$n  ^ rm  
W ^ t  $  f a  w t  w r fa w  £ » t t  < ftr  
w r  < tn ftw  ? t»rr * r |  m  & i * w  t o t  
^ir% fw  #  ^ t f ffcrr »wr | «fte %

W #  ^  $<nHf*l s !k  ( Paradise 
for ) # < w w r * ‘r-£Rr u w r m  % 
tW  *!T $taT m i | i

«w  <w iw ffri $tsrSfe tt «^nr 
dbont i *n^r *n f l m  * t fa  f » R  
» wt ^ * w 4 w  W  m uTw w
W t  T O T  WT, p i f k f

SBr̂ Nf (JiPih^. flipr WCRT̂  |[ 
f*F «sv : ^  ^  afv v&  ^R T  v to  |
Wf ?!ff I  vffftr SNr 5|fr I  %

ir a r t  rtf *1?  £ w  tftr
K l ?%R *T& % 3?R ?r ^  ffrc 

* f s t  it? f w  finfT fV farer 
5iw  fr n :  w fr ^  vn n r fW t 

w n  *n?m?rtSt ^ r  m  wt^it 
vit wt̂ r srflr vrnfit i t n r ^ n v n  

tt^vt j  fr  q̂ rr ?tt trrcr 
IfNft'AT ^ tft*  ^ t  m  ^ar «^T*fld~< |
farwr f% 9 W  ^  PPTT «R  3f| 3 [̂ T̂cJTT
v r  fa  'nTt ?mr *Ft imr^ft

f « T T  t  f a  ^ r  I f ^ T  W  !T ?fr«T

^Wt ? ^  ^  fa  ?fpff %
fr  ;rppfr, «fV̂  ftRRfr fa  

* s fr w n ft^ r
?rtfa % ^fWf % s m ^  

A z$ ^ f f r x ^ x  ^  ^  3mr=fft 
t fk  w  ^  ^  ’RT^fr frt w  faw ?t 
fa?HT ^tW S l̂<n, 3̂ PFT T̂BTT̂r 
en^it Tt Ĥ ) ^ I

^  ^  nrfat *tht ^><ii
t̂h5?tt $  \ $  3  ̂ nft f l w  f^ tw  JT$r w ,  

^ fr f^rrw ^r ut^t ^ f  t  « fk  w  
P̂5RT % T ^^w n T 'tw vifM K  ^  

fa f̂PT «r̂ »TT fa  ^  ^ VRT ^  *[#
fam  1 1  iprrt w  % *fjp: f^ S f t  
f p i  w  ^ Wit M  Wl*i r̂ 
f^rnr fa?nw n^lr t. «ft *ft*r « rm r  
w t̂o| v d r  f  #  oY g s  vnrr fi^n?
% &fa?r wrrera^ <iwn ?rWlf ^  ^ 
3cV fa  i i w  fi?mr ?rff f  i «n^f ?rv
^  v ift t m r f^rur ^  tmt, Pra^ 
v^  nwT ^  wn*r w f̂ ^ i m  «nm 
g  ifrc %n fw*T'$ xf* k ^r % m r

fifq ^  nrhrife ftnr | fa  f lp w



Uta$5 tax BiU  t l  A U O BB T 1889 £rpmdftptr«-ta* SRI 11236

1 wTfr «mr ths^ 
t  %  ̂  fip iw  t  ^  wwer

f t N l  * r o r i t  $  i f t  ft? f t « w  %  
m€t «f^lr W T f f  ?it ftn s f t  wjtt,
%W#I "WT piRr ^rtt 1

. w ft w lft is T Y ,n * r t r * f a P O T f t *  
Amounts to be included in taxable 

expenditure, Exemptions from expen- 
diture-tax in certain cases and Ex
clusion from taxable expenditure

«pt ftns <n*rr $ ijmfim
q v  «n^ft % 3  ^ srt

$t*TT fVcpft T P T  2v!l^«T
m «w Q P n K  3  s n ftm  ir tft  
ftsjnft t iw  uwQfiwc ?r

$ fr  w m  $
f r  vrt^ #*nvrT T^ft ^
T H %  « h r t  *prr^ *nrt aft ^ ^ p r - t * w  
*n fm $ £xt i t t  vrf^nrf ?r 
wk 3?r arcirf q r  «tt |  tfhc *  
ariHfll j  f*fr w w - %  j w i < 

5* n t * 5r q r  $  aft ft? ^ t t t  f t * n *  £ t v  
!T^f ^ « r t  * f t r  aft ^  *r$ ;n p  

'WPT^ ft» (Vm y*T % t^ T W
xv^rr w t r  v r w - i w

vr $ ft? *  ffcsw  *nro?r |
iffc  n * t f  xfn ft*  *n ro %  $  1 *r o r

ft q r iif c  %
V ^ fa ftTCRtt | »flT VTRTRTT *
fv m w  * f t  ^ f r  ifr»fV ftrcr? ^  f t f t  

^  in^ft # f f  fron r  ?r ̂ r a m  
*m |  ft? ? ? n (w -iw  f w t v t  ¥ t  < * f t

T̂5RT ^ I % *Hlv v t w - i m
%■ wit ^  gm  ssr* ^mfwv 
^ irtf msfqrft vt tvgr 9m

M  fcfts* w? i ?tcht4 w

«TflW ftaTT »HTT I

< t  * ?  ^nw r f  w  w r r  *rc *r ^  
f f a r f c r *  * T # t 3  ar$t f t r « m r  

M t g f f R r ^ f f H  * p n r a rf ftr »n n c

l * w * 4 w  *Nr % i jw r  *n? tft wta 
1*  i w  fn ^ n : ¥t «rr*Mt *?f 
y ft  i f  iwHV | Wilt* n ft ftRT
*T T̂ T t  I

'w w w i ,  ^  ^ r  wwr #  ?iff ^smr 
^nsm, f t i w  ftr fir*  *fr w m m  x w  
* f c q T | l  t  ITR^ Vt &ITT f  ftf 
wpr art f»TTTr ^ ^  ^  | f¥
W  twiarT tjvknfr % wt*r ^sr WTt 
<faj, ^  ^  ftf^r ?npT ^ r  ?nr 
^ t r t  !bt^t v k  **r& ?nff ^rit, 
TrfNr nrvfimf <r T lf  i w  ^  

f̂ ftr ^  ^*nrr *w ^ 
«?rnr ?ft r̂ wi^4Y w

^ vA <; tRTTT *FT ^ ft! 4fTO>B5̂  
'd'l̂ l VTT  ̂ T̂t ft> *PT ^ I
wtt *ifw w ^ m ii qr t w  wn^r 
t t  ^  J  1 inftrr ^ r  $ t vrr ^rro 
^ »ft?  ?ft &  ffX % 1THT a t
i(fl W  f̂RTT ^ I ^  W  VTiT Vt «nn*J 
^  firtj ^itr »r f̂ g %  ait «rra»fr *

^*r «pt W  wt?r ^  ^  ^  ftp
t  ij¥  ftj^r?H T fr^ 1 u » r  w  «f
|xRmfe ^  ?fr ^
ftwfV ^  ?rv ^  tt^ t  ft* v n  j* x  
xprrew fwprr fv  in^t %■ «thp 

v r  fnfwr | 1 «nw 
ftrfrorr m%jm  ^ n »o  

v t t  x  swTsn fVm?nr t  i 5 >nt 
fr^ r  (pfrtr m fr  *rtr M r

^ 0 0  ^  ^  wtwt 
ftmm t i i w j ^ i w ^ ' P T ^ T ^  
v n  vrnrvft | ?
w  vr ipnrr f  1 ̂ twtt u p f t  t
ftp *ftt: Tif » w  ^  ift 
tiw , ^  ft> t t t  Tirt m rr 5 ,̂ ^
WTir̂  f% WI «TT <TT Jt«® w fr *m$WTK 

( 0 0 ^
fW  wrir H, dw ̂  in f ftm

1 1 W  VT̂ *TF̂ WTX
^ r ^ n |  i A  ^ r r  

is * ® *  f
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m m
aif?t t  fa  art fftgraM t  fa r t  fa fa w t 
iftK fir^t f a f a w  WP* fc *R  WT# ? 
«n far #  i f t r o  ^  ? f i r #  w r  
af*prr f  f a  a f  £ f a  a f f a r  a $ -  |  i 
£a? a f f a r  a t  a f  |  f a  w r r  # f&PT 
^ V t X  V T  ^  a a f t  a $  ^  aft 
a * a T&  a a a r t w a a r a T a r a  i $art 
faa ia  fafa*<R a ifa  t  | fa  a*fft
w  & (iw>
fa^T & t&fal t  'JWTT |5 fa  a f  ^ , e « «  
^  vr *Ntt 4% twt *nrr $ i fan
* ! W  ^ t  <TT*TT«ft U i « o o  f t ,  ^
^t arfaaaR $ fa  ®rf wraft 
a R  I ,  a f  a T ff %  ?rn ^ , ?n ? a r ^  w t  

t , fcfaa g^r * tf ^*«nai aff 1 1 
I #  ?R f ^v,ooo w t  fi»TCT ^  vrW fr 
ft , ^ r  v t v t f  *t$t 1 1  ?ft fa t
T O  t  W T  WT?T a t  f a

TO v t  w  fatfT aaT $  ? *p r  y n  
wr— IPIT v tt  tSRW # f w  VTffT 

a t  i n f  T C  t w  W  ^  i IP T C  f a #  
an ar vm  a tfa ir  f t  a r e ,
f f t  a a  7T  t w  *P IT  faW T WT*T I # a  
f a R  *TT V T W h r f l R  I T  y a s  « r t r  4 ^ k  
w  faar onm *it* aafr asqr at «nt 
v r tt, aa- 't t  ? w  aaT faar writ i a f 
V * nw  ft# , fcfaa «m  at
f *  V T  t |  %  15  t t a r t w  a f f  |  1

w fr  a r f t  * m #  a f  |  f a  a t a  
^  t w  #  t  a #  a a %  | ,  % fa a  a a  <r

<&*T cft^r t w  T T  I W l f t R T O t  
* » f a a t f  ^ f x  * R t  *5t w  ^ n r « r  t  ?  

v t t  t w  v t p t t  « jt , ?ft
f a #  5f t  * in r  %  t w  wn

& >  w W f % , V W T  V T ?r i f t r  c ^ T

I A sft ’* f t  IT T ^  5*TRTT
4 1 « p r  °bt ^  a t  v r
i t  f i R  < r  4 f ^ r w  h 'i t  v r  
w f r  yir v r  #  h i * .

w ftw f, #  v n M  WTT <ftr fa  
wnft v f t w  ^WV, ^ 5 fm , i f  <N r 
tc v  n $ f f «  < n fa T  
W f P w t v r t o T ^ T ^ * T T ?

Ti#*fr? # f«fr»r vt£
t

TO fiw  If ^  If, ^ ip r  
^F «ipgr t o ’ tt t o  |
fa  ^  ^*r * r  i f t r  ^w, %fa*r *m <rif
IT ’TT r̂̂ UTT p fa  ^T ^ »tT O f% T O ^  

fT^n fa^nra m
<R5fli^ V f  T T ^ S n c ^ i f y f f  

>FT fav +WI 1Tf9T I W tw
fa?r ^ t o  ? ft «r ifa * n «n  
f a t ^  Pr^w w « r a r % « f lr q r R  

T r f m  j  f a  « m  t o  fa *r  ^  v t t  
^ r  * % #  ^ r  ?raw ft ^  | ,  a t
P #  t^ f  i h f a t R  ^  *ftx  *% |  t^fq^re 
nf̂ Rtr vfavR I 5ft ^ %nft 
a rm  % f*mrr % 1

« r ^ « f r B l  wra&rr \ % m v r i  V W T  
*lfST % fa fa# tw 3 tf* r̂
*iici ^  f v  P^tft l4^H 1̂
avfre;  ̂ft, fwraa * 1 fâ r aw

f7RT»r-tw «nftwt ^ qnw— m 
f a #  f a t  y i f t * w i m f iw R  %  <rm—  
w r, at i f  a f vf^ET ^  fa aiM î aa 
<pt it w  #ar a W R  *Ft faaar 
^ a r ^ r i f f t ( a f a a a T  ^ n f t w t w  
w i R a i ,  a f  * n n r  t w  a f f  a a T T ar, 
a f  5R r  j w a  a^lf |  \ a f a a ^ | f a  
n a s a t f ¥ t a n ¥ t  t o  f a a T * R a ^ f ^ W t  
a i f l ^ f a a f » » n a r t w f p n % ^ i  ♦ l a  
f r a a #  q ^ r a t  % f t n r f a r ^ * r f f a  
faa ar? ^ aa^wtw mfaa* aSt 
aa %  infaiR  a a i? r  |  i f t r  jp n f t  ft«saa 
i r t  « ftr  %  f a t  a a ^ r  a ^  t;  « ftr  
f a a  5 x 5  %■ f a ^ j a  P w j a 1 a r a t  * r  a a  
a t a t  a f t n n ^ t  t w a r t
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m t * k * # t  vfetfNr q p r « n * r

^ o v f i f M w w M i r  m w j*
i ^ r  «rfes*T *  j f t w  r t r w ^ W f

ffit f  VtflT &
^ i« H W H Il| » ^ T W J 5 f W f  & W
m  u p  I , *«ft»* w  3  ftnrair
* ff I W fW t Wf *fc*TT
w ftrar tj ftra 'tt ^ w »r -iw  vr f«m i* 
< ?  f u m ^ i  %ftPT^rqr *fr<pr 
*w ro  g w  1 1 sWKPf, ^taw* 
iftT|Pw r # «rw &  **rrt <«rtftnr*t* 
4 «r*3 * n j  ^  jrr f  1 wti r̂ar w

taspr *, fro  to t  *5 ftCTftT fW lH T  
<  t h % ^ A  3  # i r a  *t, 
vt-vnrt? ftwr, StPpt w ti r f t  *n*!T i 
^  ftw w  »f vx’tt ^ t^ ti
j  ft» *nrc im4^fe ^ ? r t  f  Pf t o  % 
tf*w¥ m  w^t ^ tt v m x  * «#k wtn
Wf *T ft* fm% ffPT $
T$t |, ?fr hw *t q^rr vnr *t*tt 
^Tf$* ftrr >̂1hw< v t
fcfJW WT T R  I 4  f̂lpTT
^l^nl f  ft» ^T *f tlsi^ 'iTW % wm"T 

^  ?ra^r vfr £Rfr % 1 w fa 4  ftp 
w* tfW ifc u r #  t , * f  iR*Rfe

^  m u o  irrar ?ffc % 
rw ^rg % ftiftw 1 1 ftrw  |  f%

% (tlVft H+ *H5'T>*I *T »i(l,
*fwr »w ^te <t w tt 3
U n f r lC T  H I T  'J f l H I  <1 n t R T v n  V v i T  
I  ♦ XPTC *m  HT̂TCt $ fo  ^  *T fW
^ rr  f t ,  ftrcr <re ftp *ft»r
* f *T W #  ftp fJTrtt WTW 3 ^ 1  
m p ff |, *rt t o  rrftrWr vftr^e

»» - ̂  ft- . - . W*̂-.VTWR Wt HRJW WtlTleZ TW )
%  art *fpj*t w>n*iT

^  %TRW
fl^i I H*R VT^T W  W*T W -

ftw ? t t  ^  ( N r  1W  ww, w  
?r^% %■ tR w  w $t, ?rtt^ w #c 

f»*w<fr t  1 w r  qwr m fa r t  
W ff |, rfr w  w it w s  ft  ^r#»ft 1 
v & f c *  m m  ij? t flm rtti 

^ ? r w w  < a w iro? iw * fti 
vw zw  *f tftx ^ r e r  v°<> ftrftrr 

w^rf % 5W wmr {  1 >Sf
1r % «ft*r m  « n ^  i #  w  

aft fa  g5fPr m  f t w  
Jn f T i  w w  | ftF »w W fcn r  
ft«n f v t *rnt % i

% ^t wm «T5 t  fv  ^smnr- îRr 
urfamT *  a»T^r ttar

^  ^  f? 2v j
w m t  i w t̂ aft ?fr t 1 ^ w r -^ s r
m^BFn: v t ^ni vmrT 1 f«r 
t*TR f f r  TT 5 [̂ ^  tfl^*d, •d«̂ >'
?jmftr<p <femr t k  ^ it 1 ?rf«P5T f>rtr 

'TW T^T Ŵ IT f  ^ftT'WT,
«fr ff: tt?t »Ft orrar f , «f^fV fft y rw r  
?!^f f , TFT ^  wrw T?!ST i» f t r < r t r  
i^pgt v t ^ r w  $  ftv rt v r  %ur 
f  1 ^at w  *rrr v t ftRfr ^  f w i# r  
q  s^r fti^n  \ ^  T̂  5^
af> f v  IPJ5T ?r ^  <$K0  , 9̂

^flffiwrRfl- 1 ^  ̂  >J?T^<%
? «F1T OTI i  fa  fcfl ^  WTfa

ft, eft trrr t t  ^ m r  v t  ? 1 #  flr 
5T$f MT̂ rr ftu vf^rt-

*> f< \
Ijrl '̂•bii O T  V*" %f>PT wtlrfl

?ranft 5̂  ft w f  f  f a  v t »nn 
y rw  Po*t» i t  r«m  firaT^w  
$ w  w»tt f^rr arnr t v^uft »inr ^$fhr 
ifti 3iT?rr f  %ffsr « t  ift ^  

*TTT %  im r  W t ^ T T ^ f  *PT (TO T »
qf fttfra?r * * d $ fa x e to e »i v f a & z  
%f^vr< uft v f a n x  *t ftp 
irtwft vV f m t  * *  $  «ih| % w tft
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SlfT  *W 
ftum <tt jtR  1st %, *rc ^ n m  *»rcw- 
2 w  w rfw r % vm  ^  « j t  *

X* frjMTr T r d  
irat *prr«rmhr*ra**r
fW lR * T « 7 ^  ?

«f f w  «T«T *l«l *r<* i *Tg*IT 
fa  »flR «flfr iftr ?  « «W 

*t ?frT $t qtf vt $  i w<ft 
# *  **fr*rsr | »

**4T**W ^$f*T * VH(I, FFT’ft-T 
irtff < m t w t*  arret w r  i

DISCUSSION REGARDING MEDI
CINAL PLANTS ORGANISATION 
AND UTILISATION OF CRUDE 

DRUGS

Shri V. F. Nayar (Quilon): Mr. 
Deputy-Speaker, I want to raiae three 
points:

(a) The lack of proper coord i
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 o f carrying on 
researches to utilise the Indian 
medicinal plants.

Fortunately for us, Sir, the debate 
is to be replied by Dr. Das who has 
-the equipment to understand the • 
points and the problems. Sir, in this 
■connection it is interesting to note 
what the Pharmaceutical Enquiry 
‘Committee had to say in relation to 
the matter o f crude drugs. Here at 
page 68 of the Committee's Report 
they say:

“India abounds in medicinal plants

and more than 75 per oaat 
of the drugs ot vegetable origin 
mentioned in the British Pharma
copoeia are available in tha 
country."
Later on they go on to say—

“ This (that is, extraction of the 
active principles) w ill add to the 
economic resources of the State 
and help to meet the needs at the 
Pharmaceutical Industry.”
The other day when I put a ques

tion, i  was surprised to 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 a fraction o f our 
requirements. I find also from the 
answer to Question No. 85, on the 18th 
Jely, 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 
caffe in, and most of them, except 
quinine are in 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 in 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 o f Kerala
I have found that there are so many
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plant* with known medicinal value. 
It w ill be interesting for the Bouaa to 
know flu t in th« rich forests o f Kerala 
w* have plants which grow w ild with 
known medicinal value, InrlwHnf 
emetic, antipyretic, duiretie, antihel- 
muthic, antiperlodic, tonic, digestive, 
rubifacient and alllative properties. 
With all this herbal wealth, what are 
we doing? We do not Mem to have 
paid any thought

Mr. Depnty-Bpeaker: The hon.
Member said that he would not bom
bard the House.............

Shrt V. P. Nayar: They are all
common word*.

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

Shri V. P. Nayar: The Government 
o f India has not bestowed any serious 
thought to this subject. The state of 
this industry is very primitive. We 
have necessarily to depend upon im
ported drugs and these drugs are im
ported into this country 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; Commerce 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 Minister of Education 
and Scientific Research (Dr. M. M. 
Das): There is also the Agriculture 
Ministry.

Skit V. P. Nayar: Yes; as my hon 
friend, the Deputy Minister, has ve*y 
rightly pointed out, the Minister o ( 
Agriculture has also something to da 
with it  A ll these Ministries ar* con
trolling a single subject and the art 
result is that the industry has not 
progressed. It is to the very aeriaus 
detriment not merely of our pharma
ceutical 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 o f 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, >rhere
scientists work___

Shri Sabodh Hasda (Midnapur— 
Reserved—Sch. Tribes): There is no 
quorum.

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

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

“When half-an-hour discussion 
under sub-rule (1) of rule (1) of 
rule 55 is interrupted for want o f 
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 adjourned till
11 a .m . on Monday.
17-40 hrs

The Lok Sabha then adjourned tiU 
Eleven o f the Clock on Monday, the 
2nd Septem ber, 1997.

"Laid cn the Table on 12th September 1957.
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PAPERS IfA lp ON THE TABLE 11056

A copy of o»cfa of the fol
lowing atattraauit (barring 
the action uktm by ti*
Gorerameax on various 
assurances, promitcs and 
u-tdBrtwngs giwa by 
Minium dudkw the 
▼*iipu» lentat shown 
.against each was laid an 
the Table :

(l) Supplemen- Second 
tary Statement Session,
Me. I. 1957 0£

Second Lok 
Sabha.

(a) Suprtemen- 
m y  St 
No. II

Pint Ses-
tary statement sion, 19JT 

of Seoona 
Lok Sabha.
Fifteenth 

Session,
I?®7 .  Pint Lok
Sabha.

(3) Suppfemen- 
tary Statement 
No. IV.

REPORT OF BUSINESS AD
VISORY COMMITTEE 
ADOPTED.
Eighth Report was adopted 

BILLS PASSED—  11066— 111M

(l) Further discussion 00 
the motion to consider the 
Railway Passenger Fazes 
9|U concluded and the 
motion was adopted.
After dauae-by-dause con
sideration, the Minister 
of Finance (Shri T . T . 
krishnamirhari) moved 
that the Bill, as amended 
be passed. On the motion 
the House divided : Ayes.
160; Noes; 47. The 
motion was accordingly 
adopted and the Bill, as 
amended, was passed.

Got
W  TheAtoitatr of Finanoa 

(5hd T- T. Krishnamachtri) 
moved for t}p considera
tion at the Foreign Rushan-
S' Rgp*«*kB CAaeodmeot) 

ill. The mockn was ad
opted. After clause-by- 
aause consideration, toe 
Bill was pasted, at amend
ed.

BILL UNDER CONSIDERA
TION 11186— 11241
The Minister of Finance 

(Shri T . T . Krishnamarhari) 
moved for the consideration 
of the Expen diture-Tax
Bill as reported by Select 
Committee. The discussion 
was not concluded.

HALE-AN-HOUR 
SION..........

DISCUS- 11341—44

Shri V. P. Nayar raised a half - 
an-hour discussion on 
points arising out of 
answer given on the 25th 
July, 1957 to Starred 
Question No. 336 regard
ing Medicinal Plants Organi
sation and Utilisation of 
Crude Drugs. His speech 
was unfinished when the 
quorum bell rang. Lok 
Sabha adjourned for want 
of quorum at 5.40 P. u.

AGENDA FOR MONDAY, 
2ND SEPTEMBER, 1957.

Discussion on the motion regard
ing International situation.




