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LEGISLATIVE ASSEMBLY. 

TueBday, 17th November, 1931. 

The Assembly met In the Assembly Chamber of the Council House 
at Eleven of the Clock, Mr. President in the Chair. 

MEMBER SWORN. 

Mr. Satyendra Nath Roy, M.L.A. (Government of India:· Nominated. 
Official). 

QUESTIONS AND ANSWERS. 
I 

INOUASB OJ' WOBJt AND RBTBBNOBllBNT OJ' STAD IN CumumCY Ol'1!'IcB8. 

1336: .JIr. S. G. 101: Will Govemment be pleased to state: 

(a) whether there has been in the Currency Code B standard laid 
down of the work that can be expected from an employee 
in the Treasurer's Department of the Currency Offices; 

(b) whether this standl!ord of work has very recently been increased; 
if so, what is the percentage of such increase; 

(c) whether it is a fact that this increase ranges between 25 to 
33 per cent.; 

(d) whether a number of employees nave been discharged; ii RO, 
what is the total number of employees reduced; 

(e) whether this was made while the Retrenchment Committee was 
holding its sittings; 

(f) whether the Retrenchment Committee was consulted in the 
matter; 

(g) if the answer to part (f) above be in the affirmative, the opinion 
of the Retrenchment Committee on the subject; 

(h) if the answer to part ({) above be in the negative, the reasons 
for not holding such eonsultation; Rnd 

(a) whether the service associations of the Curren'cy employees 
have protested in the matter and tne steps that Government 
intend to take in the matter? 

The Honourable.-u George Schuster (a) YeB~ 
. (b), (c) and (e). Yes; the rate of examinat.ion of fresh no~es 11"86 
mcreased by 33 per cent. in September and that of coin by about ~, per 
eent. in October last. 

( !063 ) 
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(d) It is proposed to abolish the following permanent posts in tha 
:various Currency Offices: 

Treasurer's Branch-

AIIsistsnt Treasurers 
Tellers 
Clerks 
Sbroffs 

General Brancb-
Assistant Superintendents 
Clerks 

3 
3 

40 
7 

2 
18 

The reduction is being effected by serving notices of discharge in accord-
~ce with the principles refe~ed to in the reply to Lala Hari Raj SWa.rup'8 
question No. 1289 on i,he 13th instant. after absorbing posts at present 
vacant or expected to be vacated by retirement III the course of the l1ext 
few months. 

(f) No. 
(g) Does not arise . 
. (h) As the fixing of the rates of work was an administrative matter. 

it was not considered necessary to consult the Retrenchment Committee. 
(i) It is understood that certain representations have been received by 

~o Controller of the Currency from the associations of the Currency 
employees. These will be. dealt with when received through the prescribed 
channel. 

( 

. EKPLoYEES IN GoVERNMENT OF INDuOFFlOES GRANTED PASSAGE AND 
OTHER CONCESSIONS. 

1337. -Xl. B. Sitaramaralu: (a) Will Government be pleased to lay on 
the table a statement containing the names of Anglo·Indian or European 
subordinates--clerks, assistants, Superintendents and Assistant Secretaries 
and others--in the various offices in the Government of India and offices 
subordinate to them, to whom concessions are gIven in the shape of pas· 
sages to Europe and more liberal leave rules and allowances, not admis-
sible to Indians? 

(b) Will GovernnJent say on what principle these concessions were given 
.and under what authority? 

(c) Was it contemplated at the time of the Lee Commission recom-
mendations that concessions like these should De extended to subordinates 
who were not of pure European parentage and born in Europe and who 
"'ere not recruited on the undemtanding that they would get such' conces-
sions? . 

(d) Is it contemplated at a. time of deficit like this that such distinc-
tions between Indian and other subordinates should be withdrawn? 

(e) If not, are Government prepared to consider the advisability of 
granting the Indian subordinates the same concessions. in the shap~ of 
railway fare and more liberal leave rules and al10wances on the same scale 
as for European and Anglo-Indian assistants, etc.? 

(f) Will Government say when the concessions referred to in part (a) 
above were granted and with effect from what year? 
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(g) What ha.ve the concessions cost the Indian exchequer so far, an4 
what is their estimated cost per year? 

The Honourable S1r .Tames Orera.r: (a) and (b). The passage con-
cessions were given not on the basis of race but of domicile, and neither 
Anglo-Indians nor Europeans domiciled in India. are eligible for them. 
The principle on which they were granted is the same in their case as 
in the case of members of the superior services, viz., to enable them 
to visit their native country occasionally during service and retire there 
at the end of their service. It will be seen from paragraph 3 of the 
Home Department Memorandum No. F.-10/4/30-Establishments, dated 
t.he 6th August, 1930, a copy of which will be found in the Library, that 
passage concessions are admissible to existing members of non-superior 
services who are of non-Asiatic domicile only if they satisfy certain eon-
ditions. For the special leave rules the basis is also domicile, and the 
principle on which officers have been admitted to them is the same u_ 
stated above. I regret I am unable to undertake to collect the names or 
the numbers of persons admit,ted to these privileges as the Ifl.Dour invoh'ed' 
,would be incommensurate with the results obtained. 

(c) Tlie Lee Commission was not concerned with services other than 
superior services. 

(d) and (6). Officers of non-Asiatic domicile are entitled to passages 
from a port in India to a port outside Asia, but are not granted any 
ruilway fares for inland journeys either in India or the country of destina-
~ion, 

(f) The special leave rules were made applicable to subordinates of 
non-Asiatic domicile with effect from the 24th July, 1923. The pas6IQge 
concessions for non-superior officers were introduced from 1st April, 1930. 

(g) The amount of expenditure incurred so far is not likely to be large 
because the criteria for determining eligibility for passages are strict IUld 
.were only decided in January, 1931. The cost of the concessions depends 
on the number of officers a.dmitted to them, their length of service or age 
on the date of admission and the number and ages of members of their 
families. As claims are still coming in, I regret it is not possible to supply 
information about the cost per year. 

CosT OF MILrr.AB.Y MOTOR TRANSPORT. 

1338. *Sirdar Harbans Singh Brar (on behalf of Sardar Bant Singh): 
(a) What is the total cost incurred by the military on motor transport during 
the year 1930-31? I 

(b) What was the recurring expenditure of running these motor vehicles 
during 1930-31? ' 

. (c) What was the cost incurred in transporting troops and thf,ir iami-
hes from the plains ~ the hills by military motor vehicles and also on: 
C(\?~ract ? Which is lhe cheaper method of the two? Is it a fact that 
Inlhtary motor vehicles cost much more in petrol, mobile oil and wear and. 
tear? If so, do Government intend to take steps to reduce this expendi-
ture by getting thi. work done on contracts? ' 

A2 
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Mr. G .•. Young: (a) About Rs. 1271 lakhs. This includes cost of 
establishment, vehicles issued to units, initial stocks of petrol, etc., and 
running charges. 

(b) About Rs. 15 lakhs. 

(c) Exact figures in answer to the first part of the question are not 
available and could not be collected without an inordinate expenditure 
of time and labour. It is safe to say, however, that the use of existing 
G.)vernment mechanical transport is far more economical than the em· 
ployment of hired tranaport. 

APPOINTMENT OF AGRIOULTURAL AssIsTANTS IN THE NORTH-WEST FRONTIER 
PRoVINOE. 

1339. *Mr. Lalch&nd Bavalrai (on behalf of Bhai Parma Nand): Will 
Government be pleased to state: 

(a) if it is a fact that some posts of agricultural assistants have 
been advertised by the North. West Frontier Province autho· 
rity? If so, how many appointments are to be mad~? 

(b) whether in the matter of selection, priority of claims of qualified 
persons belonging to the province would be recognised by 
Government? 

(c) whether in the case of these appointments, any communal con· 
siderations are going to prevail1 

Sir ~aDk Boyce (a) Yes; nine posts have been advertised. 

(b) Yes. 

(c) Only to the extent that the greatly preoominating interest of 
Muslims in agriculture in the North·West Frontier Province must reoeive 
due consideration. 

PA.SSENGER FARES ON INDIAN RAILWA.Ys. 

1340. *JIlr. Gaya Prasad Singh: (a) Will Government kindly lay a state· 
ment on the table, showing separately the passenger fares of 1st, 2nd, 
intermtldiate and 3rd classeH, per mile, on Indian Railways, as they existed 
before and after the recent enhancement? . 

(b) Has there been any enhancement in freights also recently? If so, 
on what Railways? '. 

JIlr. A. A. L. Parsoua: (a) I am placing on the table a statement 
showing the changes in passenger fares on the principal railways and for 
those classes in which changes have been made since 1st April, 1931. 

(b) Yes. Ril.tes· for pSl'ool" by p888enger ,train were enhanced 'on all 
nilway8 frbm·lst May, 1001, and fOr· certain· commodities, by goods ,~in 
on most principal railways. 
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THE SUGAR INDUSTRY PRoTECTION BILL. 
13401. *Sird&r Karbans Singh Brar (on behalf of Laia Hari Raj Swarup): 

In view of the assurance given in the last Delhi Session, will Government 
be pleased to state when they propose to bring the Sugar In~stry Protec-
tion Bill before the Legislature? 

The Konouable Sir George Rain)':· Government h"Ope·· to place before 
the House their conclusions on the Tariff Board's Report regarding the 
BugaI' industry next session. 



QUESTIONS A~i'D ANSWERS. 

EXOHANGE COMPENSATION ALLOWANCE. 

1342. *Lala Harl Raj SW&lUP: Will Government be pleased to state 
the names of departments, sections of Government servants and the pur-
poses in connection with which exchange compensation allowance is granted 
under the head of military expenditure together with the amount of money 
SO spent under that head? 

Ill. G. JII. Young: Exchange compensation allowance is not nnw 
admissible to any personnel paid from Military Estimates. 

FACILITIES FOR REMITTANCE OF FUNDS FOR OFFICERS AND SOLDIERS. 

1343. *Lala lIari Raj Swa.rup: (a) Will Government be pleased to state 
if there are anv military or some other banks that help the officers and 
soldiers in the "remittance of funds from England to India and vicB vBT,a? 

(b) .Are any such institutions maintained or subsidised by Government? 

(0) Is there any system under which a payment of Rs. 15 is made to 
military employees for every £1' tendered in India? If so, whl\t? 

'l"b.e Honourable Sir George Schuster: (a) Government do not know 
.of any banks which give officers and soldiers special remittance facilitiae. 

(b) No. 
(0) Government are not aware of any such system. 

: I I l ~- {1 
BANK FAILURES FOLLOWING ENFORCED HOLIDAYS DURING THE FnuNCIAL 

. CBIsIS. 

1344. *La~ Harl Raj Swa.rup: (a)' Is it a fact that as a result of the 
hank holidays declared by Government on the 21st, 22nd and 23rd of Sep-
tember, there was a heavy rush on banks when they reopened on· the 
'24th? 

(b) Is it also a fact that on account of this rush there was a number of 
bank failures 1 If so, will Government be pleased to give a list of such 
banks? 

(c) In view of the assurance contained in the statement of the Hon-
-ourable the Finance Member that the Imperial Bank wou1d come to the 
rescue of any bank which was threatened with failure on account. of a rush 
fur withdrawals, will Government be pleased to state what help the Impe-
'rial Bank gave to the various banks in the crisis? 

The Hono~able Sir George Schuster: (a) Generally speaking the 
amount withdrawn from banks when business reopened on September 2'4 
Was not more than was to be expecteq in view of the I\Ccumull\ted demand 
of the three previous days during which the banks were closed. All banks 
Whose po\:'ition before the holidavs was normal were able to meet the 
situation without difficulty. • .' '.. . .... . 

(b) Two bimks in the Punjab, the People's Bank of, Northern Indi\t 
~nd the Punjab KrBhmir Bank, . f:A.lspended payment. shortly. a.fter the holi-
.(lays, but there were specia.l factors operating in their case,' and' the resulti 
Was not brought about by the situation produced by the three bank holi .. 
~aY8. 
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(c) The Imper4tJ Bank thro\lghout ,ac~din the spirit indicttted in my 
statements, but it would not be in public interests or in .he interes1je of 
the banks concerned to give the information required by the Honourabl,e 
'Member. 

Mr. Lalehand Jlavalrai: Will the Honourable Member be pleased to· 
say what is the policy of the Government in helping private banks when 
they are on the verge of failure or require assistance? 

The HOI1oura~le Sir George Schuster: As a matter of general policy the 
Government's attitude would be that it is not for the Government tG 
intervene to help private interests. Government would generally .,.c.fIaa: 
they' acted in this case, by asking the Imperial Bank to enquire into ~e 
position and, if help was justified, to do what they could to prevent a 
collapse which would damage the general interests of the public. That-
policy was followed and followed successfully. 

Dr. Ziauddin .Ahmad: Is it not a fact that these banks were excluded' 
in the list of the banks which the Honoura,ble the Finance Member gave-
in Simla on the occasion of the Ordinance'? 

The Honourable Sir George Schuster: I am afraid I must a.sk the' 
Honourable Member to repeat his question. 

Dr. Zlauddin Ahmad: Is it not a fact that these banks which have failed 
were excluded from the list of the banks which the Imperial Bank was 
going to help, which the Honourable the Finance Member gave OIl the 
occasion of the Ordinance? 

The Honourable Sir George Sc;huat.er: As far as my recollection goes~ 
I never gave any list of the kind. 

Dr. Zjaucldin Abmad.: Did not the Honourable gentleman give Q list 
of the banks whom the Government were going to protect and to whoW 
the Government were going to give some money? 

The Honourable Sir George Sohuster: Certainly not. 

ABOLITION OF HIGHLY PAID POSTS IN THE PuBLIO WORKS DEPARTMENT, 
NEW DELHI. 

1345. *111'. S. O. llitra: (a) lEi it a fact that curtailment of expenditure-
on works is being effected and the closure of the New Delhi proj,eoi! ~ 
being proposed? If so do Government propose to reduce the overhead 
cost of the Public Works Department administration in Delli!? 

(b) Do Government propose to abolish the' post of 8 highly paid Chief 
Engineer for maintenance and repairs only? 

The Honourable Sir Joseph Bhore: (a) The reply to the first part is ~_ 
the affinnativc. As regards the second part, Government are doill~ their~ 
best,to !redUce :the:ovem-eild.-CCiJl8t ,of tb& 'CerittaYPublic Warks Depai-tment. 

,(b)'~p,; :, ~"',~ 1191i- Pn1y tll~, bh~erE~n~r ~~ithe : C~nti-al :R-~bli~:, 
i*p~Jrs,.Departmerit, but]s, also the Chiat ,TechnicaJ jAdvi8~r -to the ;Goy~~-, merit of'lncliain 'all :Public Works DepartmtlDt matters. '" _" 



ID'. S. O. Kitra: Is ,not Public Works a transferredtlubject for the-
Local Governments in the provinces? 

!fbe HonourableB·ir Jose,Ph Bhore: But my Honourable friend forgea 
that there are public works under the direct control of the Central Gov· 
ernment, not onlv in Delhi itse}fbut in the Administrations under the-
direct control of the Government of India. 

ENGINEERING STAFF OF WE PuBLIC WORXS I>E:PARTMENT, NEW DELHI. 

134~. *JIr . .s . . 0. JD.~a: Will Govemment pleEl&e state the names,. 
qualifications and length of services of each member of the Engineering 
Staff (Direction and Execution) of the Public Works Department, Delhi? 

The Honourable Sir Joseph Bhore: The information asked f~r will be-
found in the Government of India, Department of Industries and Labour, 
Public W QrksBranch. claElsified list of establishment corrected upto 8Ot·h· 
JUne, 1931, a coPy of which has been placed in the Library. 

APP.olNmMBNT OF MR. EDGE AS ;OFnCEB IN CHARGE OF STORES IN THE 
P'uBLIc WOB.JlS ·D.mPAR!l'MENT, NEW DELHI. 

1347- "JIr. S. O. Kttra: Is it a fact that Mr. Edge has been appointecr 
office.rin charge of stores in the Public Works Department administration· 
in Delhi and granted additional remuneration? Has this arrangement 
been brought about by the reduction by 20 to· 25 per cent. of the pay ofi 
two qr three Indian store-keepers? 

'!'he Honourable Sir Joseph Bhore: As regards the first part of the 
question Mr. Edge has been placed in charge of Stores in addition to :biB 
ordinary duties. He has been given no additional remuneration for this 
work. The second part does not arise, but it has been found possible to, 
effect reduc~ions on other grounds. 

ERB.OTION OF A NEW SHED FOR PuBLIC WORD DEPARTMENT STORES IN 
NEW DELHI. 

1348. .¥r. S. O. Mitra: Has a. new shed been erected for stores in 
Delhi? What accommodation was provided before and why could not the 
Bame arrangement be continued? Will Government please state whether-
the new arrangement will prove more costly or not? 
~ lj[oDOlJ1'~e Sir JosepbBhore: The answer to the first part of the 

question is iT! the negative. The remaining pa.rts do not arise. 

RJi:TBENCHMENT OF MmTRIES, ETC., IN THE PuBLIC WORXS DEPABftENT; 
NEW DELHI. 

1349. *1Ir. S. O. )(iua: Is it a fact that the Chief Engineer, Publi<t 
Wor~~])ep3rtp1Cnt, Delhi. P:t:0Poses ~Q, ~~trench all- .wor~-~ed. ~aff 
c,onslS.tmg ,of :m.lstries, etc., on ,pay ranging from Rs. aO to, Rs. 100 per 
Ip.ensep1? Wh~ is"flie. nl,lIllber of. men, affected thereby? 

.; 1'h!ll.J.qnolW'i)le .~it.r.9fIellh Bh,or&: ThEl r~lY tl;> the.nrat part. of ~ 
q~e~t4qn ill i~ the negatiye. 'l:hes~ond par:t~s not arise.. : 
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THE ESTATE OFFIOE, NEW DBLHI. 
1350. *lIr. S. O. Mitra: Will Government be pleased to state the cost 

of the Estate Office, New Delhi, inclusive of pay of the officers, ministerial 
. establishment and inferior establishment? What are the functions of the 
Estate Office? Will Government be pleased to Eltate the number of Anglo-
Indians and Europeans employed in the Estate Office? 

The Honourable Sir .Joseph Bhore: The cost of the Estate Office is 
Rs. 2,614 per mensem. Its functions are the allotment of all Government 
accommodation. both office and residential, in Simla and in Delhi; arrange-
ments for c~tering in hostels in Old and New Delhi; custody and issue 

. .of surplus and hired furniture in Old and New Delhi; and assistance in 
the matter of collection of rents. There is one European at present 
employe~ in the Office. a second is also being temporarily employed for 0. 
short time. . 

NEOESSITY FOR A CHIEF ENGINEER IN THE PuBLIC WORKS DEPARTMENT, 
• NEW D:mLm. .. . -

1351. *lIr. S. O. Ki\ra: (a) Will Government be pleased to state the 
reasons for maintaining in Delhi a Chief Engineer t.o supervise one 
Superintending Engineer and 0. few Executive Engineers? 

(b) Will Government be pleased to state whether 0. Chief Engineer is 
placed in charge of the Public Works Department of major provinces; if 
..so, will Government be pleased to state whether Delhi is a majoJ; provinoe? 
If not, why is a Chief Engineer being maintained at a high cost? 

(c) Are Government aware that the present Chief Engineer has got an 
.anti-Indian bias? 

The lIonourable Sir .Joseph BOOre: (a) The Chief Engineer, Central 
Public Works Department, supervises not one but two Superintending 
Engineers, six Executive Engineers, and the Specialist Officers employed 
on architectural. sanitary and electrical work in the Department. In addi-
tion, he is also the Chief Technical Advif:l6r to the Government of India in 
Public Works Department matters. 

(b) The reply to the first part is in the affirmative. As regards the 
second part, Delhi is not a major province, but a Chief Engineer is main-
tained not only for Delhi alone but also for Central works in the United 
Provinces a.nd the Punjab, and generally for advising the Government 

"of India in the Public Works Department matters. 
(c) The l'eply is in the negative. , 

.APPOINTMENT OF PERSONAL AssISTANT TO THE CHIEF ENGINEER, NEW 
DELHI. 

1352. *lIr. S. O. Kitra: Will Government be pleased to state the 
reasons for creating a highly paid post of Personal Assistant to the Chief 
Engineer, Delhi? What is the pay of the post and the name of the holder 
·(jf the present post? 

The Honourable Sir .Joseph Bhora: The post of Personal Assistant to 
tbe Chief Engineer, Public Works Department, was created in 1925 on 
Rs. 1,750-·50--1,850 per mensem. The nomenclature of the post was 
ehanged to "Personal Assistant to the Chief Engineer, Central Public 
'Worb Department" in 1930, and the pay was reduced to Rs. 1,600-100 
-1,700 8S a measure of economy. The justification for this rate of pay 
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is that the office of thE; Central Hublio Works' Department is a combined 
offioe for th~ Chiei Engineer, Superintending Engineers and all the 
Specialists. T'1e Personal Assistant is in general charge of this office, 
more partinu!mly in the summer months when the Chief Engineer is in 
Simla and mav therefore be said to undertake the duties normally per-
formed undf:r .~ Local Government by the Registrar, Assistant Secretary 
and part-time Under Secretary. The present incumbent of the post i~ 
Mr. E. H. Hrnndon, M.B.E. 

Dr. 'Ziauddin Ahmad: Is it not a fact that this post was created in, 
order to provide lor a certain individual because it is very difficult to 
believe that i.n thpse days of retrenchment the work of the Public Works 
Department is likely to increase? 

'!'he Honourable Sir Joseph Bhore: My Honourable friend suggests 
that this post was created in order to provide for a particular individual. 
I must repUdiate that suggestion. 

Dr. Ziauddtn Ahmad: May I ask whether the work has increased in 
order to necessitate th(, creation of a new post? 

The Honourable Sir Joseph Bhore: My Honourable friend has not 
listened to' my answer. The post was created in 1925. 

OFFICERS OF TH;E RESEAlWH INSTITUTE, DEB:M D~. 
1353. ·Sirdar Harb&D8 Singh Brar: (a) How many gazetted officers are 

there in th-3 Resea.rch Institute. Dehra Dun, and to what community does 
each of them bolong? 

(b) Is it a fact that Government's declared policy is to protect the 
rightEl of the minority communities in all th~ services at the time of 
recruitment? 

(c) If the reply to part (b) be in the affirmative, do Government alao 
propose to take into consideration the question of maintaining the required 
proportion of each minority community after the proposed retrenchment 
in the Research Institute, Dehrs. Dun? If not, why not? 

Sir Prank Noyce: (a) The total number of gaz'etted officers employed at 
present at the Forest Research Institute, Dehra Dun, is 39, of whom 16 
sre Europeans, 17 HindUS, 4 Muslims, 1 Sikh and 1 Anglo-;rndian. 

(b) T~e declared policy of Government is to prevent the preponderance 
of any ~>ne community in the services. 

(IC) In regard te the services under their control, the Gov~rnmtlnt of 
India have issued orders to the effect that in each category of a service, 
which comes, under retrenchment, the ratio between the various com-
munities represented by their present numbers in the category should be 
maintained to the nearest practicable figure. 

I 

POLICE SURVE~CE AND SCR~ OF CORRESPONDENOE OF SARDAR 
JASWANT SINGH DANEWALIA . 

. 1354. ·Sirdar:s:1i'b&DS Singh Brar: (a) Is it a fact that S. Jaswant 
Singh Danewalia, late Secretary. of Akali Dal and Shiromani Gurdwara 
CQmmittee i,2 under 'police surveillance? If so, for what reasons and for 
how long? 
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{b) Is it also a fact ·that the pmA; offices in B3hawalpur sWe l\ave 
iBstructioos 1;0 the effect. that -all the correspondence addressed to SaMar 
J8&Want Singh Danew&lia should be opened and after keeping a copy 
should be delivered to him? If so, by whom w~re such instructions issued 
and under whnt Ruthority? ' . 

(c) Is it-not a fact that his dak is generally delayed by the above proce-
d~? . 

<d) Is it a fact that sometimes his letters are misplaced, destroyed or 
not delivered to him? If so, is there any provision under the postal rules 
for such action? 

(e) If the reply to part (d) be in the negative, do Government pro-
pose to make enquiries and remove the restrictiQBS,if any, at preeent? If 
not, wb,ynot? 

The Honourable Sir James Orefar: (0) The Government of India have 
no information on the subject. The matter is one entirely within the dis-
cretion -Qf the Locol Government. 

(b) No SUM instructions have been issued by the Postal au~horities. 
(c) and (d). In the absence of any complaint on the subject, Govern-

ment have no reason to believe that the facts are as suggested by the 
Honourable Meniber. 

(e) Doef! not ~ise. 

~CTION OF A FACTORY IN INDIA FOR THE MANUFACTURE OF VEGETABLE 
. GHEE :BY THE HINDUSTAN HOLLAND VANASPATI TRwING COMPANY. 

1355. ·Sirdar Barbans Singh Brar: (a) Is it not a fact that Govern-
ment are realising about twenty-five lakhs (Rs. 25,00,(00) customs revenue 
~ually on vegetableghee imported into India mofltly from Holland? 

(6) Has the attention of Government been drawn to the Times Of 
lncha, dated the 26th May, 1931, page 5, column 3, which gives the news; 

(i) that vegetable ghee manufacturers of Holland are putting up 
a huge factory at Bombay at tihe cost of twenty-five lakhs 
of rupees under the name of t1leir private limited company 
called the Hindusta.n~o1land Vanaspati Trading Company. 
Ltd., Bombay; 

(ii) that the factory is now almost completely erected and is to 
commence turning out vegetable ghee next month; 

(iii) that its output which is designed to be 30,000 cases monthly, 
immediately with provision for extension in no time to· 
50,000 cases monthly, will completely cover the entire 
present imports; (At present imports are not more thlUl 
80,000 csses monthly due to diminished purchasing 'power) 
and ... . 

(iv) that thereby GO\>'.ernmentwiH With eIIect;:~Ih 'n~xt Jbontn 
lose the entire income~of Rs.2lS,OO,OOO-annually; to 1!:av6 
which the 'factory' has be&n ereeted by ·the :Duteb . Syndieato 
in India? '. . ,: 
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(c) Are Govel"iunent aware t~at there have been wid~e~ complaints 
of mixture of vegetable ghee wIth pure ghee and that this POlDt has been 
discussed several times in the Council of State as well as in the Assembly, 
Government always promising enquiry and support? 

(d) Do Government propose to provide in the Finance Bill before the 
Assembly that the e:risting duty on vegetable ghee, 88 also the proposed 
surcharge thereon will be levied with immediate effect on all vegetable ghea 
whether imported into or manufactured in India? If not, why not? 

The BGDourable Sir Georg. B.a.iDy: (a) No, Sir. The approximate 
figures are: ' 

1928'29 

1929·30 
1930-31 

1931-32 (First 6 months) 

It will be seen that the revenue has very rapidly declined. 

Lakhs. 
Re. 

26'6 

18'0 
16'. 
5'2 

(b) Government have Eleen the re~ort to which the Honourable Mem-
ber refers. 

(c) Government are aware that there have been complaints' again,.' 
the mixture of solidified vegetable oil with ghee. The Honourable Mem-
ber's attention is invited to my speech in the Assembly on the 12tli 
}'ebruary, 1931; on Mr. Bhuput Sing's Resolution which explain~ their 
position in the matter. 

(d) Government do not propose in the Bill at present before the House 
to levy a duty, equivalent to the customs duty pluB the surcharge, on 
vegetable ghee manufactured; in India.. Government recognise that, if 
the cuEltoms duties are to be maintainedifor any length of time at the high 
level· to which they have been raised, it may become n~ces
sary to consider whether the levy of new excise duties is· not essential if 
serious loss of revenue is to be avoided. But they can find no special 
reason why vegetable ghee should be singled out for such i/o duty at the 
present time., . 

Sir Jhri SiDCb~,CIoutt May I inquire from the Honourable the Leader 
of the House whether the statement he mathl on the 6001' of this House 
defining the Government's attitude on Mr. Bhuput Sing's Resolution is 
still being adhered 'to in view of the' fa.~thB.t, Mr. Bhuput Sing~s Resolu-
tion' was carried:' in spite, of Government oppoSition'? 

'I'h.)'][OIlO1It'&ble'· 8ir' GNlle' lUiIlJ·c The attitude of, the Governmenft' 
hal; not changed since I expl&ined what it, was 'on Mr. Bhuput' Sing~8 
Resoiution i. ' , , 

BR"l&.dS ........ : Hae the attitude of tdleGovemment not changed:.. 
in.:spiteofthe decision of -this' House to the COIltrary? 

The Honourable ,Sk,. Q.'01'l~HBaiIlJ: 'l'hat i. so, Sir. 
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PREPONDERANOE OF MuSLIM CLBBxs IN THE SURVEY OF INDIA:. 

165. ][unwar llalee Ismall Ali Xhan: (a) Is it a fact that there is & 
great preponderance of non-Muslim clerks in the Survey of India, ~pe
cially among those drawing a salary of Rs. 100 and over? 

(b) Is it the intention of Government to maintain the . existing com-
munal proportions during the recent retrenchment? 

(c) If the answer to part (b) be in the affirmative, will Government be 
pleased to state how they propose to redress the communal inequalitieS' 
and to remedy this preponderance? 

(d) Are Government prepared to accept the suggestion that no 
efficient Muhammadan in any oodre be axed until the Muslim ratio of 
33 per cent. has been exceeded in that cadre? 

Sir Frank Noyce: (a) Yes. 

(b) Yes,as far as possible. 
(c) It is the intention of Government,_ in accordance with the ordem 

referred to below that, in effecting retrenchments, endeavour &hould be 
inadeconsistently with considerations of efficiency to maintain the re-
presentation of different communities in the same proportions aEi obtain 
at present. 

(d) No. In regard to the services under their control, the Government 
of India, after careful consideration of the various alternativeEi, issued 
general orders, the purport of which was given by the Honourable Sir 
James Crerar in reply to question No. 543 asked on the 21st September; 
1931. ' 

RECRUITMENT TO DEPARTMENTS THROUGH TIlE PuBLIO SBRVIOB 
CoMMISSION. 

166. ][unwar Bajee Ismail AU Khan: (a) Is it a fact that the PubliC' 
Service Commission ~aintains a register of eligible candidates for various 
posts? 

(b) If the answer to the above is in the affirmative, do Government 
propose to issue orders to the various departments that, instead of making 
their own arrangements, they should apply to the Public Service Com-
mission for their requirements? 

The Bonourable Sir lames Orerar: (a) and (b). The ElCheme of re-
cz:ritment to the Secretariat and its attached offices provides that a pro-. 
portion of the vacancies must be filled by outside recruitment and this is 
done through an examination conducted by the Public Semce'Commie-
sion. Depa!'tments have a free hand in filling vacancies reserved for 
departmental promotion. and temporary vacancies. For the last, when 
required, the Public Service Commission supply liElts of candidates quali-
fied for employmant. other higher appointments are filled in consulta-
tion with, or by an examination held by, the Public Service Commission;. 
No register of eligible candidates i& maintained for such posts and po 
orders of the kind suggested are eonsiderednecessary. 
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THE INDIAN FINANCE (SUPPLEMENTARY AND . EXTENDING) 
BILL-c:ontd. 

Kr. President: Further consideration of the Finance Bill. The ques-
tion is that clause 7 stand part of the Bill. 

Raii Sahib HarbUas Sarda / (Ajmer-Merwara : General) : Sir, I move 
that clause 7 be omitted. This clause provides that the minimum taxable 
income be reduced from Rs. 2,000 a year to REI. 1,000. The Honourable" 
the Finance Member has not explained why he has felt compelled to take 
this very serious step; for, this clauoo, if enacted, is sure to add to the 
volume of discontent in the country. A few years ago when the minimum. 
amount of taxable income which had been Rs. 1,000 was raiEled to Re. 2,000, 
one of the reasons was that it operated with undue hardship on a certain. 
class of people. Sir, speaking on the 11th of March last in thi~ House on the 
undue incidence of income-tax, I said: 

"However, it is a mSltter of some satisfaction, and the country will be grateful to-
the Honourable the Finance Member for it that he has resisted the temptation to 
lower the limit of minimum taxable income a.nd we are glad that he has kept all in-
comes below two thousand rupees free from income-tax." 

I find now, Sir, that I was a little premature in my congratulations 
(Laughter), and that I was hallooing before we were quite out of the wood. 

We On the right side of the HouEle-I use the word "right" in its 
ethical and not its physical sense-know full well that the Honourable 
the Finance Member, who sits on the wrong side of the House, iEl faced 
with difficulties, and that he has tried to face those difficulties fairly and 
squarely. ·But we know, and he knOWfl perhaps better than us, that the 
difficulties are not of the making of those who are represented in this 
House by this side of the House, but of th06te whom those who sit behind" 
him serve and those who sit to the immediate right of the Treasury 
Benches. Thiel fact was proved fully by the cancellation on the 24th of 
September of the Ordinance which had been iswed only the previous day. 
The issue of that Ordinance showed that the Honourable the Finance Mem-
ber had a sound mind in a sound body. It Elhowed that he not only ha.cf 
a full grasp of the situation in the country, but that he waEl also in posses-
sion of the right remedy for the disorders from which this country suffered". 
But, Sir, as I said the other day here, while he is free to work his will, so 
far as the people of this country are concerned, he is bound hand and 
foot where the interests of the English masters of India are concerned. 
Those difficultieEl which he is trying to face are such as he is not allowed" 
to tackle freely at present. 

When he first propounded his financial proposals in Simla in Septem-
ber last, the ·impression produced on many on this Elide of the House was-
that circumstanced as he was, working as he did under a handicap imposed" 
from above, his proposals were very fair. And I Eltill think that, working 
under the limitations set to his freedom of action by higher authority;· 
assa~led by vested inw.ests on all sideEl in the groove in which the s?pe~or 
offiClals of the Government of India are accustomed to move; consldenng-
hiE! environment and surroundings, he has certainly striven to be fair, and" 
has made as few inroads on private rights and has devised as few legalizEd 
extortions BEl he possibly could help. (H~ar. hear;) 

( 2077) 
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[Rai Sahib Harbilas Sarda.] 
Sir, the c.tJject of this clause 7 is to subject to taxation all incomes of 

Rs. 84 a month and above. If this clause is enacted into law, it will, I 
submit, Sir, operate very harshly on the lower middle clasoos in the 

<:ountry and on the subordinate clerks who, as it is, find it very difficult, 
with large families to wpport and chil~ren to educate, to make the two 
.ends meet. Sir, the clerks and other subordinate public servants have a 
certain standard of life to maintain, and if this taxation is levied, there 
i!:l little doubt that they will be deprived of certain essentials or modern 
life; and many of the small traders and petty shop-keepers would become 
bankrupt; for, not only will those whose income goes up to Rs. 1,000 a 

year be roped in, but also many of thooe whose income does n<C; go beyond 
Rs. 7;000 or 8,000 or 9,000 a year, the reason oeing that the computation 
(If the income of such people is arrived. at by arbitrarily assessing their 
profits. Thus, if a man has an annual sale of Rs. 5,000, the asses~ing officer 
will say, "Well, your profits must be taken to be 25 per cent., or Rs. 1,200 
a. year." Thus, not only those who under the law are liable to be taxed, 

will be taxed but ~ny of. those who have a little lower incomes will also 
be taxed. Sir, we all know, the income-tax law of India is the mo&ti 

unsatisfactory of all income-tax laws. The English income-tax law allows 
the aggrieved party a -right of appeal to judicial authority, but in India 
this. is denied. It is because of thillj that I am opposed to the lowering 
(If the minimum taJ;ahleincome. Bir, though I have never been connect-
.ed with the Income-tax Department, I have come across callies where people 
whose income did not actually ammmt to a thousand rupees a year 
were, under the ordinary computation of profits, subjected to this tax. 
Sir, as in the case of Magistrates, "no conviction, no promotion" (Hear, 
hear), SO it illj generally true that Income-tax Officers who aHow income-
taxreVeDue to fall or who show no- increase after some time, are pronounced 
failures and may not hope for promotion. The income-tax law in India, 
Sir, is based on "Heads I win, tails you 101lle". I therefore move, Sir, 
that clause 9 be omitted. 

Mr. B. P. llody (Bombay Millowners' Association: Indian Commerce): 
Sir, I rise to support the amendment. During the last few days we have 
had an unmistakable demonstration of the absolute unreality of our pro-
oeeedings. Speeches have been made on both sides of the House, the sort 
of speech, for instance. delivered by my Honourable friend, Sir Joseph 
Bhore, yesterday afternoon, a spee.ch on which we all would like to con-
gratulate him. (Hear, hear.) I say some excellent speeches have been 
made on both sides of the House, which in a popularly elected Legislature 
must affect its decisions under normal circumstances. But we have an 
irremovable Executive, which for one reason or another cannot and will 
not listen to the most reasoned arguments and appeals, and then we have 
on the other side an Opposition whose sole business must become one of 
opposition; Sir, I have suggested in the past that if it is not the inten-
tion of Government that they should always face this House with pte-
determined proposals, then it would be very necessary, particularly when 
we are discussing the taxation of the people, that there should be some 
informal approooh to the popular section of the House. I do not wish 
to suggest that my Honourable friend the Finance Member should take 
into his con6d$nce lUlyone on this side of the House before framing his 
proposals. But I for one C8111l0t see the le&;st difficulty at aU\ pt"Bcbical or 
otherwise, with regard to the acoeptancs' of the suggestion I haTe msde. 
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If l~y Honourable friends on the Treasury Benches wish this side of the 
House to make eonstructive and practical proposals, then it cannot be done 
by simply making a speech or making a proposal Rnd then sticking to iL 
no matter what is urged from this side of the House. In supporting this 
l1Jllendment, the!'efore, I am not labouring under the delusion that anything 
that I may say will have the least effect on the proposals or on the 
mental attitude which my Honourable friends on the other side of the 
House have towards what we say. 

Kr. C. Brooke I:lHott (Madras: European): Excuse me. I am pre-
pared to listen. I am very careful to hear all sides. 

Kr. K. P. ]lody: I was referring to my Honourable friends on the 
'Treasury Benchfls. 

J[r. C. Brooke Blliott: I beg your pardon. 

lIr. B. P. Ilody: Some day I hope to see Mr. Brooke ~l1iott on those 
Benches, and I am sure that he will infuse a certain liveliness into our 
proceedings whil'h 1 am afraid is sadly lacking at present. Sir, I would 
put my opposition to the proposal of the Finance Member on the one solid 
ground that he is proposing to tax a class of people who cannot bear any 
further burdens. My Honourable friend says in the statement which he 
issued with the financial papers, that at a time of nafional emergency it 
would be equitable to impose what he regards as a light tax upon these 
people. I say that even in a time of national emergency it would be 
absolutely inequitable to tax this class. We are obsessed very much when 
we are consideri-Ilg taxation proposals, by the heavy drop in commodity 
prices and in th9 prices of manufactured articles which has taken place in 
the last two or three veal'S. But I would like to ask mv Honourable 
friend whet.her, so far ~s the lower middle classes are conc'erned, people 
with an income of Rs. 100 to Rs. 125 a month, the drop in prices has 
affected them in any material way? Whatever may be the case with 
-Government servant,s who, so far as cuts are concerned, will have the 
benefit of having the income-tax merged in them, the large army of clerks 
and the like wh0 are not in the employ of Government have had various 
'cuts imposed on them, and they are now sought to he penalised further 
by bringing their income within the fold for the purpose of taxation. They 
have been hit also by the various retrenchment proposals which have been 
brought into operation. And here I would like to take the opportunity of 
saying somethiD~ which probably may not appeal to any section of this 
House but on which I hold very strong views. When I hear of retrench-
ments having been effected in (',ommercial and industrial organizations and 
in public utility concerns, of lakhs being saved, I am absolutely left cold. 
for the simple reason that this retrenchment has been effected at thi' cost 
of a very needy- section of the public. Hundreds of thousands of people 
are turned out in the streets at a moment when the general distress is 
acute, and my feeling about this matter is that you are adding- to and 
accentuating the general distress which prevails when you tum out men in 
the streets with:mt any means of subsistence. 'Well, what I waf" going to 
say was that this retrenchment, which has been practised all round, has 
affected this class ~ considerably. Families which had more, than one 
bread winner have now only one, and the bt1.rden of carrying those who are 
unemployed and their families falls u{>On the one man who is in the 
!ortunate position of having still retained his appointment. Therefore, Sn-, 

:D 
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[Mr. H. P. Mody.] 
with the cut and with the retrenchment, what has happened is that the-
position of the lower middle classes has become very distressing. Then, 
take the various forms of taxation which have been imposed in the last 
two or three ye{!.rs, and which have also borne hardly on this class. Take 
the various increases in customs duties. No one suggests that the lower 
middle classes are affected by most of the articles which come into this 
country and which may be regarded as luxuries. But they are certainly 
affected by a great many other articles which are not in the nature of 
luxuries but which are bare necessities-various drugs and medicines and 
things like thr,t which come from abroad; and which the lower middle classes 
have to use in spite of "their slender means. In addition, various increases 
have been made in the postal and railway rates. I do not know what the· 
intentions of my Honourable friend are with regard to the decision which 
the House took yesterday, but if they propose to restore this cut, let them 
remember that they will to a certain extent be increasing the burden on 
the lower middle classes. Then the railways have increased their rates. 
and in many other ways the lower middle classes have been penalised to. 
a very considerable extent. I was saying, Sir, that these classes have not 
derived any benefit from the low prices which have prevailed. For one 
thing, it is a matter of notoriety that house rents which fonn in this country 
unfortunately the largest item of expenditure in the domestic budget of 
every one of us, whether he belongs to the lower middle class or to the 
upper class, have hardly come down at all. They may have come down in the 
case of some luxury fiats. but for the generality of people, rents have shown 
no tendency to come down appreciably. The cost of education, the cost 
of medical relief, and various other items, which in good times or in bad 
these people have to incur-these are all there in a more burdensome 
fonn: So, altogether, Mr. President, I venture to submit that the position 
of the lower middle classes is very pitiable. I regard their condition as 
even worse than that of. the very poor. As my Honourable friend just 
pointed out, these people have a standard of life to maintain which under 
no circumstances can be given up and they are in receipt of no such help 
flS is vouchsafed to the very poor. 

My Honourable friend the Finance Member used a general argument 
the other day when he referred with approval to a certain statement made 
in the proposals of Sir Walter Layton. He said that the ratio of taxation 
to the national income of Great Britain was something like 20 per cent. 
and even in the case of Japan it was as high, whereas in India it was 
something like 8 to 6 per cent. according as you took the lower or the 
higher estimate of income. My answer to that is that if you take the 
income of an individual in Great Britain at Rs. 100 per month, which I 
think is an approximate figure, and if you take the income of the average 
individual at Rs. 6 a month in India, which I again think is somewhere 
near the mark, then you will realize that Rs. 20 off the income of a man 
who is drawing Rs. 100, may inflict upon him a certain amount of hardship, 
but it will certainly enable him still to manage to eke out a modest 
existence, whereas eight annas off a man who draws Rs. 6 a month would 
be a very considerable hardship. because a man in possession of such If, 

miserable income has got to consider every anna. I therefore venture to 
submit to mv Honourable friend that the comparison which he sought to 
draw is faHa~ious. Sir Walter Layton says that even in an Eastern country 
like Japan the ra.tio is something like 20 pe~ cent. The other day I asked 
some friends who ought to know about thIS what they thought was the 
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national income of Japan. They gave me a very high figure indeed. As 
I have not verified it myself, and I do not believe in making any state-
ment which I have not personally verified; I will not give that figure 
here; but I am confident that _ the average income per head in Japan is a. 
great many times the a.verage income of the people of India. Therefore 
when you seek to levy such taxation, do not be led away by any such 
comparisons as the one which my Honourable friend tried to institute-
between the ratio of taxatjon which obtains in England and the ratio which 
obtains in India. I feel that at a time of acute stringency, a measure like 
the one before us is one which this side of the House ought never to 
support, no mat·ter what the intentions of Government may be, and if 
Government were really responsive to the needs of the people and their 
grievances, they would immediately realise that this particular proposal 
which my Honourable friend has been led to make on account of what he 
calls a national emergency is certainly not one which caD commend itself 
to the representative!; of the people. Sir, I support £he amendment. 

1rIr. H. Oecil Desanges (Nominated Non-Official): Sir, it is with some 
diffidence that I rise to address this august Imperial ASilembly. It was 
only just few days ago that I was admitted to this House as its latel>t 
Member. When hearing the arguments on the general debate I war. 
afraid to stand up and speak; the speeches were SO lengthy; but now 
when I have heard the arguments of compassable lengths, I can break 
the ice. But that is not the reason why I stand up here today to break 
mv silence. This session of the Assembly has been summoned to 
discusss the Finance Bill, because there is a' national emergency. His 
Majesty the King-Emperor has said it. Not only is it a national emer-
gency, but it is something more, it is a world financial crisis. A few 
months ago, in March, when we assembled in our respective Council!; 
or Assembly to make up our Budget, we all got to learn and to know 
that all these Budgets were deficit Budgets. .Take England: England 
had a deficit of over £100 millions. Take America: America had a deficit 
of over £700 millions. 'l'herefore I say that we have met at 3- world-
wide crisis occasion- to help to make up oul'....deficits. England has realised 
it to this extent, that England went to a general election. It therefore 
hehoves us to a very large extent to follow England's example. The 'refrain' 
?f this House has been balance the Budget; and I give you some 
Illustrations by mentioning names like Ramsay MacDonald, Snowden 
and Thomas, who realised the emergencv of the occasion, sunk their 
in~ividualitjes, and were willing and staked their Parliamentary career in 
gomg to the nation on a national basis. I ask Honourable Members to 
remember the sacrifices made by individuals. I have sometimes tried 
to think, when facing this question for myself with paper and peneil in 
hand, how I could .try to make up the deficit that India has to make up, 
and have felt stunned. I give all credit to the brilliant brains and to 
the methods adopted by the learned and Honourable Member for F;nancc, 
to have brought into -some workable shape a - Budget. But, Sir. Ull-
fortunately, much- as I ha.ve helped the Government by my vote, when 
We come to taxing the poor people who are drawing 'Rs. '84 a month. 
~ hesit~te ~md I stop. - (Opposition Cheers.) Sir, what are m." reasons 
.or saYIng so? In ¥ngland the lowest taxable minimum for a bachelor 
IS £135; if he is a married man the minimum is about £200. - He is 
al~o:ved -£60 for the nrst child and £50 for the second child, 8;) that the 
IlllnImum in England is something like t350 or £360. When we think 
of that and pit against it Rs. 84, what is the idea that strikes one? In 

D2 
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England you have something of the human touch. You think of a man 
you think of his wife you think of his child, and you say that tbi .. 
inodicum is necessary 'for them to live. Am I not then right in saying 
that when you tum round to tax a man getting Rs. 84 per month in this 
country and make no allowance for wife or child, you are wanting in 
that hum'\ll touch? (Opposition Cheers.) Let us be human in our 
dealings when we deal with the masses. Certainly as I have said before. 
r still say that Government must live, but at the sa-me time, Sir, poor 
individuals must exist. 

My second reason is, that they did have this scale of a Rs. 1,000 11 

year taxable, some years ago. and for some such good reasons they 
reverted back to the scale of Rs. 2,000. The challenge has been thrown 
out from the Treasury Bench and I am inclined to accept it. I admit 
it is very easy to criticise, but it is difficult to construct. I do have 
every syinpathy f~r men in their difficulties. In criticising therefore this 
imposition on the lower scale of income-tax. I want to place before you 
a way out; and I want to touch in my suggestion of a way out, the 
-vexed question of the ten per cent. cut. The words "vexed question" 
are a quotation from the statement of the Finance Member. He made 
out a good oose, why people who are paying surcharge on income-tax 
should have that amount reduced from the ten per cent. cut that has 
been suggested. But that case has not been made out quite completely. 
It falls short of one or two ingredients that should have entered into hl~ 
arguments. If you say that you are going to have a ten per cent. cut. 
keep it at that nomination. and let it be a ten per cent. cut and nothing 
less. In his statement to this House a little while ago, he said that 
the Budget would be made up, first from curtailments, then from the 
ten per cent. cuts. and taxation last.1 Let us take this ten per cent. 
{Jut: Suppose you had a certain figure, X, to make up in your Budget; 
and you said. '.'We shall' make up that figure by curtailment and retrencL-
ment· " Of those retrenchments, one would be the ten per cent. cut. 
If you were making up that figure, you would have to take ten per cent. 
from everybody without any deductions for surcharge. The question of 
deducting surcharge would not come in at all. 

n you persist in deducting the surcharge, see the unfairness of it. 
To a man who is getting Rs. 200 a month, his income-tax would be 
Rs. 6-4-0; the surcharge would be Rs. 1.9-0; his ten per cent. on his 
Rs .. 200 would be Rs. 20; and if you deduct the surcharge he would be 
paymg 9 per cent out of the 10 per cent. As against that, take a mnn 
drawing Rs. 4,000 a month: his income-tax would be 520 rupees p~r 
month: the surcharge would be Rs. 130: ten per cent. cut would b(' 
Rs. ~. and he would b~ actually paying Rs. 400 less. Rs. 130 surcharge; 
that IS, he would be paymg really only 6 per cent., as against 9 per cent. 
o~ the man drawing only Rs. 200. Now, Sir, I have asked myself some· 
tImes why this differentiation has been made and I cannot answer tbnt 
que~~ion my,;elf. I ask the Fina.nce Member, can he really justify his 
pOSItIOn? . 

. We have. had the very laudable example of Ris Excellency the 
VIceroy allowmg his emoluments to be cut by 20 per cent. ; we have had 
the noble example of the Treasurv Benches who voluntarily have suh· 
mitted to 8. eut of 15 per cent. Why cannot the ~l-India Services, whO 
are well plnd. allow a ten per cent. cut without any deductions at all ~ 
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I have read in the papers that have come out to this country that the 
Civil Service in England ha .... e been cut a cerbain percentage-I believe 
10 per cent.; I have read of the large class of teachers in England of 
Board Schools whose salaries have been cut. I have read that the 
salaries of the staff of the Imperial Bank in this country have been cut 
by 10 per cent.; but I have nowh~re read that this ten per c.ent. cut in 
salaries is to be deducted by any illoome-tax or surcharge on illQOme-tax 
(Opposition Cheers.) I ask, why should the all-India Services grudge 
payment and want any deduction from this ten per cent. cut? It might 
have been said that there would be a breach of the sanctity of contract. 
I beg to differ and I give my reasons. Every officer of. the all-India 
Services w110 joiued before 1924 came out under certain conditions, but 
in 1924 came the Lee Commission and gave them overseas allowances, 
plUB passages--four for himself, and two for his wife and one for his 
ehild. What does t11at come to? It amounts to lakhs of rupees in a 
year. Is that a breacb in the sanctity of contract or is it giving more 
than their contracts? Sir, I want to be logical in what I submit. 

Let us now come to the machinery for recovery of this tax. The 
poor Government servant getting Rs. 84 a month will get his deduction 
made. I have heard it said repeatedly in this House-I do not say it 
yet myself-that the Income-tax Department is a by-word in6this country. 
If there is Ilny truth in that, how will the Income-tax Departrpent 
function or work when it has got to estimate a man's income-whether 
he is getting Rs. 84 or Rs. 80 a month? It will be difficult to gauge 
the small differences in the incomes of the small business man, of the 
new professional mlln and of the small trader. Will it not open up to 
the Department powers t,hat may be used, probably, excessively, 
to put it in a mild way? 

My second reason in criticising the machinery is this: now they 
are mixing up a Provincial tax with an Imperial tax. Your income-
tax is an Imperial tax, and comes to the Central coffers. All your 
ten per cent. cut would not go to the Central coffers beoause the "cut" 
of those working in the provinces would go to the provinces. Therefore 
th~ provinces, collecting their ten per cent. and deducting the surcharge, 
wIll have only 4 or 5 per cent. left, and the bulk of it would go to the 
Central Government ..... 

The Honourable Sir -George SchUder (Finance Member): My Honour-
able friend is quite incorrect in that statement. The income-tax will not 
be levied in the case where the cut- is more than the new surcharge, 
and the whole of the benefit of the cut will go to the Provincial Go~ern
menta. Thnt is one of the reasons why we adopted this parlieular 
form of procedure so as to enable the provinces to benefit. 

Mr, H. Oecll Desanges: I thank my Honourable friend for the 
12 NOON. correction. But it does not take 'away from my argument 

that no sum should be minu8sed from the figure that makes 
up the ten per cent. cut. 

~he argument has been used that the higher officers a!'e already 
fP~YlDg a good de~. Now, I put a counter question to my Honourable rlend d't' th . - T k h' . . ,an J. IS ,IS. a e t e zemmdar class m my province A small zemllld' .. . . . bi ar pays, say a revenue of Re. 200 in the half year Take the 
YO~ge\r:an, who ))aY8 ,a revenu~ of Rs. 2O,~ for the half. year. Will 

m the zemli1dar a. oonce891on and SR.y, You are paying Rs. 20,000 
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and therefore let us allow vou certain deductions so that you need not 
pay Rs. 20,000 to Governni:ent but something less?" I might say that 
for the rea;;ons given, the all-India Services should, after the example 
given by the Treasury Benches, after the example given in Parliament, 
rise to their higher heights. If this amendment is not allowed, Sir. 
what will be the position? The poor man will feel it, the man on 
Rs. 84 a month with a wife and children will starve; those that have, 
will pay; but I say that those that have- more should pay more· 
(Cheers.) 

Kr. Jagan Nath Aggarwal (J ullundur Division: Non-Muhammadan) : 
Sir, I support the proposal of my Honourable and learned friena. Rai 
Sahib Harbilas Sarda. Before I proceed further, Sir, I may be permitted 
to congratulate the last speaker the Honourable Mr. Desanges, who has 
made a very spirited and brilliant speech in support of the proposition 
(Applause), and that such a spirited speech should come from tnat siae 
of the House is indeed a pleasant surprise to us here, and I am sure tliat 
the cogency of the arguments employed by the last speaker will be a 
serious factor for my Honourable and learned friend the Finance Member 
to deal with. 

Now, Sir,'the plOp osition before the House is a short and simple one. 
In this country the income-tax assessees, as we have been toltLover and 
over again, come to ill all a very small fraction of the population, I think 
about 300,000 people in all. It is this class of people who have repeatedly 
borne the brunt of increased taxation durmg the last two or three years. 
My learned friend opposite says to this class of 300,000 people, we are 
going to add another 300,000 people having an income les8 than the tax-
able limit which we have had till last year. Now we have to examine if 
there is any jU!,tification for this course or whetlier this method of taxing 
this new class of people would not prove a most deadly blow to "them. 
Looking back we find that it was somewhere in the year 1919 that the 
then Finance Member abolished this limit and raised the limit to 
Rs. 2,000, and what were the reasons advanced by him then? It was 
pointed out at the time, that out of a total of 3,81,000 assessees, 2,'37,000 
assessees would get the benefit of this exemption and that a class of 
people which had been very hard hit by the rise in prices should get 
sympathetic consideration. Now, at the present time we find In the 
statement which the Honourable the Finance Member nas supplied to 
us in the Expll1natory Memorandum that we budgeted this year for an 
inco&!.e under +,he head of inoome-tax for 17' 44 crores, and the receiptf. 
have disappointed expectations to the tune of one crure ann a quarter. 
Now, to make U(J that crore and a quarter and to further augment the 
fall in the general revenues of the country. the proposals that are now put. 
forward come t·o thil?, that the taxes on lower incomes are expected to 
bring in 38 lakhs in this year and 70 lakhs in the next year, so that it 
is expected that ab(lut a crore will be found from this source. Now, Sir. 
if these people were persons who have been escaping just taxat.ion and if 
these pe')ple had a surplus income and surplus savings in their hands. 
nobody would object to their being roped in for filling the ilepleted coiTers 
of the Government of India. Now, Sir, what is the positicn'? During-
these 12 years the cost of living has increased enormously; and thesp 

people have to maintain a certain standard of living, and probably the 
savings which they are supposed to have are very limited indeed. In 
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fact, Sir, during the jast year or so we have found distress facing these 
people in a greater and larger degree than even the Government and tliey 
sre feeling it more acutely today. At the present time when we are exam-
ining these prpposale for fresh taxes and for bringing these people inb 
the limit of the taxable income, it is well to look abroad, as my Honour-
.able and learned friend the previous speaker did, and look at the picture 
of exemptions allowed under the English income-tax law. In Enghnd 
the income-tax law ;s perhaps not only more humane but allowances and 
-deductions are of wider application. In this connection I may be permitted 
to remind the House that in England we have not only a relief to which 
reference was made by the previous speaker with regard 00 a family, out 
also to a single man; we have relief there not only for children but we 
have relief for dependants in the family and also for earned incomes. so 
that all told the exemption limit comes in the case of single persons some-
where td about £ 250, and in the case of married people it comes to some-
where about £350, so that if the limit in the case of a country like England 
is so large, I do not see any justification for lowering -the limit for this 
·class of people i;) India who are certainly entitled to greater relief rather 
than that they should be roped in at the present time. Looking at it 
from another point of view, what is the situation that we are trymg to 
meet by trying to rope in this class of people? The HonouraEle tlie 
Finance Member waB pleased to point out that we soould, in judging 
the proposals ·Jf taxation, see whether it is. equality of sacrifice, and the 
fairness of the burden that should be looked to. Now, Sir, so far as 
equality of sacrifice from those that have much is concerned, the previous 
speaker has given II:; a good illustration of what the sacrifice is from Those 
who are gettin~ mach from the revenues of the Government. He has 
pointed out thgt thi!; 10 pet' cent. cut, in whidi an increase of surcharge 
is also ;ncludecl, is out of all proportion to the sacrifice demanded from 
people with larger incomes. With the increase in salt duty and customs 
and various other taxation proposals, I submit, Sir, the margin {hat is 
left to the poor man, the petty householder, the lower middle class man 
or the small trader or the poor clerk in service is so small that he can 
hardly afford to surrender any portion of his income to the State. We 
have in fact, in exploring various avenues for 06taining revenue, looli:ed 
over and over again to income-tax as the source from which we can till 
the coffers of the Stllte, but I submit, Sir, it is very unfair to tax_R 
!imall class of peopie over and over again and try to increase the revenues 
-of Government from this class whose resources are already very much 
depleted. Then again, Sir, looking at the situation from another point 
of view, we find that in this country exports have yielded us something in 
the neighbourhood of 47 crores less in prices from outside. Now, if we are 
short bv 47 crores by the sale of our oommodities, then we certainly 
cannot 'ailord to bll.Y' from outside. If we cannot purchase anytliing f"o 
that t.une, that shoWF: that our trade and industries are crippled to that. 
extent, and if on the top of it my Honourable and learned _ fr~end t.he 
Finance Member comes forward with his interesting proposills for in~ 
creasing t,h8 minimum assessable income, are we not likely -to kill the 
goose that is supposed to lay golden eggs. Where is the ~ar:lntee that 
~lll this extra taxation would bring in additional revenue to the ooffeN of 
Government out oY"the profits of trade and the' productive resources of 
t~e country which are being depleted very heavily. In this connection. 
SIr, one is reminded of an extraordinary phenomenon in th!s country.-
I refer to the export of gold. The gold that is exported today is nothing 
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less than what I may call distress gold, and .that gold is reaHy what re-
presents o~ national savings. Now, Sir, when this gold. which is mostly, 
household Jewellery melted and sold by the poor people from the villageBr 
which is the last and the only saving they have. when this gold is being 
sent away from the country.-as we have seen during the last month or 
two several crores worth of gold has gone out of this country.-it shows 
t.hat we are not trymg to make any profit, it is not. that we are treating 
that gold as merchandise, but it is to meet the current needs, the revenue 
need, the taxation need or other business need that gold. which was the 
only household possession of the poor people, is being melted down and 
sent abroad. That shows in a very eloquent way the distress to which 
the people have been reduced. I submit in all fairness, this class of 
people are the one class which the Honourable the Finance Member would 
do 'well to leave severely alone. We had this exemption for the last 12.-
years, we have survived during all the period of financial stringency in 
the post-war t.imes, and therefore I hope that my Honourable and learned 
friend will lel\ve thiE class of people untouched by his income-t.ax pro-
posals. 

Dr. 1'. X. DeSoUza (Nominated Non-Official): Speaking on behalf of 
the Indian Christian cC'mmunity, whom I represent in this House, I venture 
to say that no proposal in the financial programme of the Government has 
caused me greater searchings of heart than the lowering of the taxable 
limit for income-tax purposes from Rs. 2,000 to Rs. 1,000 and the im-
posing of a cut of ten per cent. on the salaries of clerks in the lower grade-
below, say, Rs. 100. 

Honourable Members are aW,lre that the Indian Christian communitv 
throughout India is financially and economically a most helpless com-
munity. There are scarcely any wealth producers among them; the 
majority are wage earners, and although the standard of literacy amongst 
them is high,--one miln out of every five, and one woman out of every ~ 
being literate,-the eum total of their achievement has not been any 
higher than a clt'rkship in a Government office or a mercantile fIrm or in 
the railway administration, on salaries ranging from Rs. 100 to Rs. 150. 

_ This class of t,he community, the economic depression which is upon 
us has hit. hard~r thail probably any other section of the community. The 
depreciated rupee has addt'ld to the price of their food. of their clothing. 
and of theIr article!' of daily use. The taxes imposed by the present 
Budget, like the tax on salt, the tax on sugar, the tax on kerosene, have 
made it, very difficult for them to balance their daily domestic budget. 
even much harder than the Government find it to balance their Imperial 
Budget. Into these distressed households walks in the Finance Member 
with his axe '!Dd hi:; proposals for further taxation. 

Sir, I w0u1d not have spoken on t.his subject in this H::>use today were 
it not that I have been flooded with representations from associations of 
Indian Christians t.hroughout the land,-from Madras, from Bombay ~nd
from Ca]cutta,-askint: me to place before the Treasury Benches and be-
fore the Members of this House the hardships to which thev have been 
reduced. I f~e] that I shall he failing in my auty not only to my const.i· 
tuency but also to the Government themselves if I fail to bring to the. 
notice of the Government the representations which they have made 1!0-
me. 
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First of all, I should like to deal with the proposed cut in salarietS 
below a certain levt'l. It hilS been repeatedly pointed out in this House 
that a ten per cent. cut in lower salaries involves 'lll infinitely higher 
sacrifice than a ten per cent. cut in the higher salaries. I am not now 
speaking on the merltl:! or the demerits of the graduated cut rather than 
a flat cut. That, Sil', I leave to more competent hands to deal with. I 
am only speaking of the economic effect produced by cuts on lower s~laries. 
say below Rs. 100. Now, what does the cut of 10 per cent. un a salary of 
Rs. 40 as C'ompared with a 10 per cent. cut on a salary of Rs.400 or 
Rs. 4,000 involve? In the last case the axe falls on' savmgs only unless 
the man who earns is extravagant in his habits. In the case of a man 
with Rs. 400 tbe axe falls partly on savings and pllrtly on comforts; but a 
cut on a salary of R~. 40 is a cut mainly on ordinary consumption. 'WDat 
does such 1~ cut mean? This cut is bad for the individual becaus6 it, 
lowers his none too high standard of living. It is bad for trade because it. 
rlimini"he" crnsumption and it,s effect is still further to depress the economic 
depression which is the cause of uU our troubles. Now, in speaking :>1 tlii!:> 
cut on the lower salaries, I think I may appeal with confidence to the 
Members of the European Group in this House to support me. They are-
all bu.TTa 911hihs themRelves or managers of bip' concerns in large cities like 
Bombay, Madras, Calcutta and Cawnpore. And they know better toe 
inner life of their office babu than it is possible for a high Government officer 
to know the inner life of his clerks. I ask them whether thev do not 
depend to a cel'~,ain extent for the prosperity of their business" and for 
the success of their firms upon th~ good. offices, upon the loyalty and 
fidelity with wllich their office babu serves them, and if 130, would they 
readilv imnose :;uch It ('ut on their earnings as would produce Rerious harcl-
ships to them 'lnd would prevent them from making both ends meet? I 
venture to think that the answer which thev will give me will be an 
answer in 'lmpp.)rt of the position that I am now taking up. 

I no.w t1lrn to th!, lowering of the limit for inco.me-tax purposes fro.m 
Es. 2,000 to Rs. 1,000. The question was considered very carefully by 
the Taxatio.n Enquir~ Committee which submitted its repo.rt to the Gov-
ernment of Indla in the year 1926. The Committee reported at page 100 
of t,heir Hepart: 

"When the Gilvetnment in the yeal' 1919 raised the taxable limit from Ra. 1,000· 
to &S. 2,000, one of the principal reasons for this increaae was a very large number 
of alll3e8sees f.alling within the lower grade of income and the small sum realised by 
including them within the scope of the tax in relation to the trouble and expense in-
volved in the a8863sment and collection of the daty. This is a reason which has 
gained addffi force ~ince the tr"nsfer of the work of assessment from the ordinary 
district staff to a special Imperial one." 

Hat! this reilsoning lo.st in force since that report was written? I ven-
ture to say it has not. On the contrary the arguments there advanced 
have gained added force. The Honourable the Finance Member assureiI 
us the other day that the total number o.f new assessees under this scheme 
would be something like 330,000. I think this figure is corred, and he 
said that while the realisation from the lowering of the limit would De-
38 lakhs in1931~ and 70 lakhs in 1932-33, the expense of collection 
Would be 7lakbs in tht year ]931-32 and 181akhs in the year 1932-33. The 
result is that out of a total expected collection of about one crore of 
rupees, ·the expense of collection would be 25 lakhs. Thu8 25 per cent 
of the amount t.o he collected will have to. be disbursed in collecting thE:t 
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tax. Is it worth while embarking on this expense in order to collect just 
,over a crore of rupees? Next I ask the Honourahle Member how are you 
going to prvceed to frame a list of SEsessees, amounting to 360,000 within 
a reasonably short time? Would it be possible to put into operation tht 
whole scheme !lo as to make it yield any tangible results within the next 
18 months? Undoubtedly there will be a great deal of evasion of this 
tax. I have been iI! touch with officers \\'ho have been administering the 
income-tax law and they have assured me than in the discharge of no part 
of their duties did they feel more qualms of conscience than when hearing 
appeals irom incom<:-tax assessees. Honourable Members are aware that 
small traders hardly keep any accounts, If they did not produce any 
accounts, their appeal was dismissed ::md if they did produce accounts, 
they were declared to be false. In other words, the formula went round 
that if a man once came on the income-tax list he never went off again, 
and if he ,lid not come on the inoome-tax Jist he never came there. If 
that is the manner in which the income-tax law has been administered, 
-one can understand what enormous opportunities exi':lt for evasion of this 
tax. I think Mr. H~athcote pointed out the other day that the evasion of 
the tax as it nm\" exists is so serious and scandalous that he thought that 
if Government tightened up the machinery for collecting the tax, already 
in force, they would be able to realise a much larger sum t·han the liIum 
which will now be collected' by the imposition of thi8 new tax. Aftfr all, 
what is thi~ income of a thousand rupees a year upon which the tax is 
proposed to be levied? It is no more, it is slightly less than the unemploy-
ment dole which a mar in England receives for himself and one adult child. 
'The Taxation Inquiry Committee pointed out further that if it was neces-
sary to reduce the limit to Rs. 1,000 it would be equitable to allow an 
abatement of Rs. 2()!) for a wife and Rs. 150 for each minor son or un-
married daughter up to a maximum of Rs. 950, provided it was claimed. 
If notwithstanding the arguments that have heen urged, Government de-
cide t.o maintain the lowered limit, I would respectfully ask that they 
should give an ""How-ance to dependants in order, as my Honourable frieno 
who spoke Inst said. to give a human touch to the administration of the 
Income-tax Act. If that is not done, I would respectful1y ask the Honour-
able the Finance iMember to give us an assurance, that as soon as the 
financial stringency iE relaxed and conditions are normal, the persons whom 
he now propoRes to bring under the Income"tux Act by lowering toe exemp-
tion limit will be the first from whom the tax will be J'em')ved. He gave 
such an a3'lUranCe to the powerful service interest6; he gave such an 
cassurance uO the powerful ~apltalist interests whom he promised that as 
soon as times werp. normal, he would remove the surcharge. May J 
plead on behalf of the humble clerk and the humble trader thaL a similar 
assurance mav be gi,'en to them also that as soon as norma.] condition!'; 
-are restored, 'he win remove this tax? There is one furt.her suggestion 
which I wish to make. The cost of colle'Cting this tax will be 7 lakhs this 
year and 18lakhs next year. This would mean that the Depal·tment wi11 have 
to employ t\ certain number of extra hands. May I suggest that the De-
partment employ a certain number of hands out of the large army of un-
employed men t,hrown out of work in consequence of the scheme of re-
trenchment which has been brought lnto force? Of comse I shall be ask-
ed if you let this tax go. how are you going to make up the deficit. My 
Honourable rriend the 'Member for Industrie" and Labour said vesterda, 
-that we mUEt not allow a soft heart to go to our head. I respectfully think 
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that this is a caso in which a hardening of the heart may lead to a soff,en-
ing of the head. This class of assessees represent the lower middle classes, 
the educated middle classes. They live in the larger cities. j)u-content is 
prevailing among them to a very· great extent owing to tbe economie ~e
pression. A signifieant sign of the times is the fact that even the IndIan 
Christian f'Almmunit,y, which hithert0 lived in what Mr. Montagu ca1led 
"placid contentmenf," are now showing Bigos of unrest, and one of the 
1iictators of the COllorcss in Bombav was an Indian Christian. Sir, tne 
signs are ominous. "'If you drive the lower middle classes to despair oy 
:additional taxation or this nature, they will readily imbibe the subversive 
·doctrines of rev.)lution which are prevailing in the land and the move-
ment of civil disobedience and the no-tax campaign will readily find 
adherents amongst them. I therefore respectfull~ ask the Government 
to consider the position seriously and stay their hand so far as lowering the 
limit of exemption from income-tax is concerned One word more, Sir, 
and I h>,we done. Honourable Members ma.y ask, how' am I going to 
make up this gap? I wish to make a humble suggestion. The other aa~' 
the Honourablp the Ii'jnance Member, in supporting tlie coHon duties, saId 
that he -:lid so primarily on the ground of it being a revenlle measure but 
incidenta1ly, he said, it, would benefit the agriculturist. Now, Sir, I ask 
my HonoUl'abl~ friend to come forward and implement the promise that 
'he then made that in the struggle which has now developed in the country 
between the urban and the rural interests, between the agricuIturaf and 
the industrial population, he will do justice to the agrarian interest. Any-
body, Sir, who has st,udied the condition of agriculture in this country will 
realize that the steady deterioration in the soil is one (If t.he problems we 
are up againc;t. The ;;oil deteriora.tes for want of nourishment and nouriRh-
ment in the shapE' of fertilisers is allowed t.o be exported in large anantit~e<; 
to foreign eountries. Is it not time that the Government should step in 
and prevent. this export b:v such mensures as lie in their power? (Hear. 
hear. ) 

1IIr. B. Das: I suggest.ed some such measures. 

Dr. 1'. X. DeSouza: Sir, from my experience during the last five 
years or 80--1 am an agriculturist in a. small way myself-I shall relate 
an incident. When I ordered about 50 tons of manure-groundnut cake 
it happened to be-from a firm with which I had been dealing for years. 
I was informed that that commodity was cornered by a firm in Germany 
which offered prohibitive prices, and that instead of 50 tons I could only 
get one ton. Sir, this state of things is scandalous. What are the figures 
for the export 6f manures'! I take the figures from the Trade Review 
of 1930-31. 

Mr. President: I should like to ask the Honourable Member how he 
makes all this relevant to .the present discussion. 

Dr. 1'. X. DeSouza: Well, Sir, several Members on the Treasury 
Bpuehes ha\"e H"k('d. "If you are going to abolish these taxes, give us & 
list of the taxes which YOll snggef't ('lin replace them" . . . . .. 

Mr. President: The Honourable Member cnn then go on indefinitely by 
dealing in detail~ith each one of the suggestions he may wish to make 
for imposing alternative forms of tax(l-tion when the issue before the House 
at present is whether income-tax should be levied on. incomes of Rs. 2,000 
tlr Rs. l,OOO? . 
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Dr .... X. DeSoua: I shall not speak at length, Sir. I shall with your-
permission only read an extract from the Report of the Taxation Enquiry 
Committee and shall not go into details at all. 

IIr. B. Das: Give us the benefit of your ideaRabout export duties. 

Dr .... X. DeSousa: This is what that report says: 

:'The majority of the Committ4le hold that it is important in the interests of Indian 
agrlc.ult~re to encourage the use of wr~ilisers and to encourage the supply of valuable-
nourlshl~g food for c~ttle whooe condltio~ is gell~raUy !egarded as deterioraoting, and 
they thmk that a sUItable rnetho? of domg so IS to Impose an export duty which 
wo.uld have ,the eff.ect of encouraglDg the crushing of oil seeds in India and of cheap. 
etung the cost of ollcakes and other classes of manure to the Indian cultivator. " 

I have got figures to prove my case, but I shall not quote them lest you 
rule me out of order, but all I do say is that if Government impose a very 
slight export tax of five per eent. on oilseed cakes and on bones and on 
nitrateR as well as on the large quantit.y of oilseeds which are exported' 
from this country, then they will be able to realize a duty of Rs. 1 erore 
50 lakhR which will more than compensate them for the amount of tax 
they would lose if they dropped the present. measure. That is all I have 
to sa.y, Sir, and I respectfully hope that, if it is decided, in spite of aU 
that has been urged, to maintain the lower standard of income-tax, never-
theless in framing the next Budget the Honourable the Finance Member 
will bear in mind the suggestion I am humbly making to him of imposing 
nn export duty on manures and oilseeds . 

. Ill. E. Stlldd (Bengal: European): Sir, while I have the greatest 
sympathy with those who are going to be hit by this proposed taxation. 
T am afraid I cannot support the amendment that has been put forward. 
Sir, I listened to thp appeal which the last speaker made to the European 
Group in the hope of enlisting their sympathy. But, while I am not 
"pe~king" for every Member of the Group, I have little doubt that their 
answer to him would be very much the same 8S the answer that I make, 
and that is that, however much in a business concem one may dislike 
the idea of havin'g to illilict hardRhips on t.he staff by cutting down any-
body's pay, there is no getting away from the fact t,hat the two sides of 
an account have got to be balanced; and, if you cannot increase your 
income, the only altemative is to decrease your expenditure or else to 
close down altogether and dispense with the services of your staff. 
Therefore, Sir, I am afraid I cannot give my Honourable friend the 
support that he asked for. We have heard much of the cry of taxing the 
poor man and of the retort that the rich man ought to be made to pay . 
. ~ confess I find it a little difficult to know exactly what is meant by the 
"wrds ~'rich man ". To a man who is earning Re. 10 a month, some one 
woo is earning Rs. 30 a month i" probablv very rich, and as far as I 
can make out, the only interpretation which will fit everybody's idea .is 
ROme one who is earning considerably more than you are. By that, SIr, 
I mean the 8-peaker a.nd not you -perllonally. Now, Sir, I entirely a~ee 
that the rich man has got to bear the heaviest part of the burden (Hear, 
hear), but my Honourable friend, the Fi~ance Membe~, h.as pointed out 
that, if you were to try to apply that hte~a~ly to IndIa, III th.e way. my 
Honourable friends opposite suggest, the posItIon would become l~possJble. 
Your rich man would cease to exist and your sources of taxatIOn woulcI 
be gone; and I think it must be admitted that in an emergency such &.J 
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this, there must be sacrifices by everybody. Everyone must be able to 
-contribute something to the emergency. The only question is how much. 
Now we have heard a great deal in the course of this session on the sub-
ject of retrenchment. i have heard many criticisms from the Opposition 
Benches that Government's proposals for retrenchment do not go far 
enough. I do not think I have heard anyone complain that the recom-
mendations made by the various Retrenchment Committees were too 
drastic. If I remember aright, Sir, one of those recommendations WaS 
that all those in Government employ, down to a limit of Rs. 40 a month, 
should be subject to a cut. The cut which was proposed was a graduated' 
,one, going down, I think, to about 3t per cent. Now, if you take even 
8i per cent. on 1\ man who is drawing Rs, 80 a month, he will have to pay 
something like Rs, 3. What I find a little difficult to understand in the 
attitude of the 0pPo!Yition is that they are perfectly prepared to vote for a 
cut on those poor men who are in the service of Government getting only 
Rs. 40 a month, but they have the strongest objection apparently to this in-
·come-tax proposal under which on the same basis a man who is not in Gov-
ernment employ and who is getting Rs. 80 a month will only be RRked to 
pay Rs. 1.12-0. (Hear, hear.) It seems to me, Sir. thr.t if tl)ey are going 
to he conshtent, if they are prepared to say that the poor man, as they 
·call him, in Government service must pay something, they ought to be 
equally prepared to say that the poor man who is not in Government 
service should also pay something. I have little further to add, but I 
do feel, as I have said before, that the paramount importance i.s that 
the Bud~et must be balanced, and therefore, I feel that however much 
I may dislike some of these provisions, the only thing I can _do in order 
to secure.that object is to support it, and therefore I oppose the amend-
ment. 

Several HOIlourable Members: The question may now be put. 

][han Bahadur H. II. Wilay'atulla (Central Provinces: Muhammadan): 
'Sir, I support the amendment which has been moved by my Honourable 
friend to the effect that the clause in the Bill which lowers the exemption 
limit from Rs. 2,000 to Rs, 1,000 should be omitted. It cannot be denied 
that income-tax has always been unpopular. It is direct taxation. Gov-
ernment should therefore be very cautious in making frequent changes. 
Only six months· ago the revision of income-ta...'r was before us and BOme 
enhancements were made. Within six months of it another Bill has 
come up in which not only have enhanced rates been suggested, but also 
the limit of exemption is sought to be lowbred. In these days of economic 
depression, especially when the earning capacity of the people has gone 
down considerably, these changes are most unwelcome. Under this new 
clause, if passed, any man earning about Rs. 3 a day will have to pay 
income-ta.x. The bus-owners, small shop-keepers, tongawalas, barbers. 
tailors, all will come under this cat~gory. I would only refer to the case 
of the bus-owners. Sir, the import duty on the vehicles is very high. 
'l'here is the registration fee, the licence fee and the taxed petrul, and for all 
accessories they have to pay a ta.'r by way of import 'duties. In the 
provinces there il; It local tax on motor cars which is very high. Then they 
have to pay for the services of 3 driver, also a conductor and !I. clerk to 
maintain acco~, and on top of it aU they will have to pay income-tax 
Sf! well. 

JIr. B. Bas:' If they keep an auditor, no income-tax will be paid. 
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Khan B&hadur H ... W~tulla: If their income is between Rs. 1,()()O. 
and Rs.2,OOO, they will be liable to pay the tax. Sir, I think that aU 
chll:flces of ha.rassing the people ought to be minimised. Here we are going 
to Impose thIS tax upon poor people who mav have borrowed capital and 
invested it in small shops. They do not keep anv accounts. It 'will be 
entirely left to the officers of the Income-tax Department to make what-
ever estimate of their income they like and make the assessment. I do-
not wish to cast any aspersions upon the Income-tax Department. They 
have been fair on the whole, but even good Income-tax officers are human 
beings and they are liable to commit mistakes . . . . . / 

Mr. D. E. Lab.1ri Ohaudhury (Bengal: Landholders): Their mist.akeif 
are also sometimes intentional. 

Khan Bahadur H. JI. Wilayatullah: 1t will give them a chance. 
Human frailties may display themselves by wreaking vengeance upon some 
people and therefore this tax will be most unpopular and there will ~e a, 
considerable agitation in the country. Sir, there is another feature of 
the income-tax assessment which is lost· sight of. We never 
take the circumstances of a man into consideration. We look 

. only to his receipts. A man living in a big town may have 
to pay Es. 20 or Rs. 25 a month as house rent while his 
pay may be only Rs. 100. He does not take that house because' 
he wants to live in a big house, but because he has a large number of 
children and dependants and therefore must of neeessity take that house· 
and pay a heavy rent. Now these items will never be taken into account, 
at the tim_e of assessment. He has to pay higher fees for the education 
of bis children, and has also to buy medicines if any member of hig. 
family be sick. If all these things are put together, ill the case of a man 
with little means, this tax will be a verv heavy burden on him. I, there-
fore, strongly support the amendment 'which 'has been put forward that 
the exemption limit should not be lowered. 

Several Honourable )(embers: The question may now be put. 
Mr. President: I accept the closure. The question is that the ques-

tion be now put. 
The motion was adopted. . 
The Honourable Sir George Schuster: Sir, we have listened to a great 

number of speeches on this particular amendment, and I think I may 
say that they have been all very sincere speeches. I should like. parti-
cularly to congratulate my Honourable friend Mr. Desanges on hIS very 
able maiden speech in this Assembly. (Applause.) I can only say t() 
him that I hope that when next he finds occasion to speak, he will be 
able to speak in a manner more sympathetic to my own point of view. 
(Laughter. ) 

Mr. Lalchand Navalrai (Sind: Non-Muhammadan Rural): If he finds· 
sympathzy deserving. 

The Honourable Sir George Schuster: Sir, my Honourable friend Mr.. 
Mody has given us rather a depressing view of the possibilities of debate-
on measures of this kind. He has indicated that all Honourable Membera 
come with their minds made up, and that even when they. listen t08uch 
a brilliant speech as fell from my Honourable colleague on my right 
yesterday, whiCh I make bold to say convinced 00 per cent. ~~ th;, Membe;s 
of this House (Applause; and SO?nc. HonouTable M C?nO?T8: No ~ that ~~IJ. 
ca.use was just, even then, the result when translated mto votes IS negb!p-
ble. But, Sir, in spite of what my Honourable friend has said, I WIll 
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make a serious attempt to convince those who sit there today of the juStice 
of our cause in proposing this measure, and if they listen to me carefully, 
I venture to think that I shall be able to comQnce them. I do not pro-
pose to deal in very great detail with any of the speeches that have been-
made. I would merely say, passing them all in review, that they seeln to 
lose account of the fact that in this measure we are only proposing to 
levy a charge of 2 per cent. on these lower incomes. Does a cha.rge of 
that kind, I ask the House, justify the sort of remark which fell from my 
Honourable friend who moved this amendment when he said that, if this 
tax is levied, all the small men who are affected will become bankrupt? 
Those were his words. Sir, going over the speeches, I would like to pick 
up one point from what fell from my Honourable friend from Bombay, 
Mr. Mody. He referred to the quotations which I had given from the 
Report of Sir Wa]t.er Layton on the burden of taxation in India, and he-
said that whereas the burden in England and in Japan also amounted to 
20 per cent. of an individual's income, whereas that heavy figure existed 
in those other countries and the burden il! India was only 6 to 8 per ."!ent.,. 
the parallel did not apply, because the individual income per head in India 
was so small that 6 to 8 per cent. on it represented a heavier charge than 
20 per cent. in a country like England. My Honourable friend went on 
to say that in England the average man earned an income of something 
like Rs. 100 a. month, and that if a man who earns Rs. 100 a month has 
to pay 20 per cent. of that in taxes, it may be inconvenient for him but 
:mrely it is not a crushing burden. It is :l burden, as my Honourable 
friend said, that he can very well bear. Well, Sir, I would ask my friend 
to apply that argument to the particular measure which we are discussing. 
My Honourable friend's speech might have been appropriate when we were" 
discussing the surcharge on the salt tax yesterday, but I venturt to tlay 
that it is hardly appropriate when we are discussing the particular measure 
which is'1\O\\: l-dorc us, a measure which seeks to impose a very small 
tax on people with incomes from Rs. 1,000 to Rs. 2,000 per annum, the" 
lower limit of which is very near that figure of Rs. 100 a month which my 
Honourable friend said could be subjected to a taxable burden of 20 per." 
cent. without causing any serious hardship. 

Mr. H. P. Mody: May I point out, Sir,that I was dealing with the-
Honourable the :Finlince Member's general argument. It had no relation 
to this partic:ular item now under discussion. 

The Honourable Sir George Schuster: My Honourable friend has 
made exactly the point t.hat I was trying to make. His argument was 
quite irrelevant in dealing with clause 7 of t.his Bill. I am very glad 
to have his acknowledgment. That is the point that. I was making" 

Then. Sir, we have had a good deal said on the question of cuts iI! 
pay I do not want to go over all that old ground again. I think it 
is' not only irrelevant, but, as I shall show shortly, it is actuall~ incon-
sistent with 'all the arguments on which this amendment. has been 
based. It is destructive of the ground pn which those arguments stand. 
But I must say something about it because my Honourable f~iend Mr. 
Desanges brought in his argument as t.houghhe were going to show that 
if we had followed the course which he suggested we should not have 
had to pave recourse to this particular increase in income-tax. I gathered 
from the way in .niich he ordered his remarks, that his implication was 
that if we had not exempted incomes which are liable to the 10 per cent. 
cut from the new taxes on income which are imposed in the present 
Bill, that if we had not done that, we should have been able to avoid 
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[Sir George Schuster.] 
this particular imposition altogether. I would remind __ !nY Honourable 
friend of the figures which I gave in a speech in an earlier section of this 
.discussion when I pointed out that the amount of income-tax which we 
sacrificed in this WhV so far as ihe servants of the Central Government 
.are concerned only amoUlited to about Rs. 9 lakhs. That, Sir, is the 
measure of assistance which my Honourable friend would give me to 
replace what we expect to get out. of this particular tax. 

Now, Sir, to return to the general argument, I would like to ask the 
House to view this measure in its proper proportion and in its proper 
setting. We have been told that it is a new innovation, we have been 
asked to believe that there is something very terrible in an imposition 
-of this kind. But I would remind the House that taxes on small incomes 
have been levied from time to time in this country from 1860. In 1860 

.3n income-tax was levied on incomes of not less than Rs. 200 
per annum. The minimum exception limit was then increased to 
Rs. 500. Gradually it was increased to Rs. 1,000, and the income-
tax on incomes of that level was ~ly finally remitted in 1919. 
The remission then undoubtedly was a proper measure; the country 
.could afford it. Prices were very high after the war, and Rs. 1,000 then 
.certainly did not represent what Rs. 1,000 had represented before the 
war; but since then there has been-and no one can deny i~an extra·· 

.ordinary fall in the cost of the main necessities of life. My Honourable 
friend Mr. Yamin iKhan, speaking the other day, said that as regards the 
prices of agricultural products we were back to 1903. That is a perfectly 
-oorrect statement, and I suggest that it leads us to this conclusion, that. 
as the whole basis of the country's income on which we and the Pro-
vincial Governments have to rely for taxation,-being a basis dependent 
on agricultural prices,-=--as the whole basis has gone back to· the level 
-of 1903, we, in order to make up our revenue. must have recourse again 
-to the standards of taxation which then applied. In those days Rs. 1,000 
per annum was considered to be a fair minimum limit, and I put it- to 
the House that at the present time there is nothing outrageous in the 
proposition that Rs. 1,000 in India represents a fair limit for this direct 
form of taxation. Now, Sir, I want to ask the House to compare the 
burden which we are imposing now with the burden which used to be 
represented by the taxation of these low incomes. In the year 1916 for 
.example-Ihave figures for 5 or 6 yean! here-the total collected from 
income-tax below Rs. 2,000 was just under Rs. 59 lakhs and the total 
.collected from income" above Re. 2,000 was Rs. 244 lakhs, that is to 
say, about Ra. 60 lakhs on the low incomes and only Rs. 240 lakhs on 
incomes above Rs. 2,000. I would ask the "House to compare with that 
the burden which we are now putting on the higher incomes. Now. 
we expect to get something like Rs. 19 crores out of incomes abqve 
Rs. 2,000 and we only seek to get something like Rs. 70 lakhs from 
Incomes below Rs. 2,000. I put it to Honourable Members that if we 
-are seeking now to distribute t.he burdens fairly we are not overburdening 
that class of income-tax payers who earn from Ra. 1,000 to Rs. 2,000. 

Now, Sir, there is another point that I would put before the Rouse. 
I would like them to compare the position of the people who will be 
affected by this tax with other analogous classes of tax-payers in the 
country. I was going myself to make the point which was very ably 
made by my Honourable friend who spoke last on the European Benche~. 
He remincled the House that, whatever we say about the graded cut .ID 
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pay which ')s to be applied, all the Retrenchment Committees recom-
mended that there should be a very substantiaf cut made on salaries of 

Rs .. 84 a month. Even if we accepted the figures p'roposed 
1 P.M. by the main Retrenchment Committee, the cut to be imposed 

on salaries fit that level would have been 6t per cent.; and it would 
have gone up to something like 7l per cent. when you get to Rs. 2,000. 
the upper limit. Honourable Members were quite prepared to ask 
Government servants to bear that burden. We are now asking the 
people outside Government service earning similar incomes to bear a 
burden, not of 6t to 7l per cent., but only of 2 per cent. Is it fair to 
come before us find appeal to our sympathies in this way, to appeal to 
our sympathies for all these people who nre engaged in business outside 
.and not in the public service, when Honourable Members are quite willing 
to go direct for those people whom they can so easily hit, the Goverl1-
ment officials? 

Mr. har Nath Dutt (Burdwan Division: Non-Muhammadan Rural).; 
But incomes of traders, agri~ulturists apdprofessional men have gone 
-down by 50 per cent. ' 

The Honour.abltl, Sir George Schuster: I. cannot give way to my 
HOlKlurable ,friend for I wish to be. as brief as. possible. If we ,think it 
is fa.ir to take ,a substantial levy from those in Government service, 
it is not unfair to turn outside when vve need to go ,for every BOll1'Ce of 
revenue thut we can and take this very sm'aU levy of'2 'per cent. from 
people engaged in small business in the country. Then again I would 
ask the House to compare the, class of people who would beafIected 
by this tax with the agricultural population. A man who is engaged 
ill cultivating the soil has to pay tax in the form of land revenue, 
however low his income is: there is no low limit there.' Why should 
there be this low limit of ,exemption for a man who makes his money 
not from cultivating the soil but in keeping a small shop or driving u 
motor car or in anv of those occupations to which reference has been 
mllde? -

I put it to the House that, much as they may dislike this proposal, 
and great as will be the administrative difficulties of operating it,-
which I freely a'Cknowledge as a strong point-giying full weight to all 
those objections, we think, when we are trying t{) introduce a fairly 
balanced scheme of taxation, ,ve ought not to have omitted this particular 
clause. The very last speaker who spoke in this debate complained of 
the w:ay in which we came again and again before the House wi1!h 
income-tax measures; how we had increased income-tax rates in t.he 
last Finance Bill, after we had already done something in that direction in 
the previous Finance Bill as well. And I think there is a great deal 
in his complaint about this piling on of burdens on a small class already 
heavily weighted; but ·the complaint docs not apply to this particular 
class with whom clause 7 is concerned. We have refrained h~thert() 
from taxing them, from going back to what was a traditional mea..;ure of 
taxation in the armoury of the Government of India. This is the first 
time we have done it, and we only do it now because of the urgent. 
need and unexampled necessity under whioh the country is now lllbouring. 

That, disposes, I "ihink , of what, I may describe as the morn I nrgu-
ments by which this proposal has been attacked. As regards .the }lmely 
financial arguments, Iwou1d say this: we have been told repeatedly 
in the course of this debate of the necessity of broadening ~e basis of 
taxation. I think that in this particular measure, in that it does broaden 
the basis of taxation, we. are doing something which is justifiable and 

c 
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.sound; and I would put it to the House that thet;c is some public 
advantage in producing the result that the class of people who will now 
be brought into diract taxation will have a direct interest in the economy 
of public administration. I would ask my Honourable friends opposite, 
putting to them the same argument that I put yesterday in connection 
with the salt tax, taking account of the responsibility th8:t may be theirs 
in the futute for protecting the interests of members of the public, and 
of how they may oome under the danger that popular governments may 
give way to popular clamours ~r popular forms of expenditure, I would 
ask thmn 4;0 consider whether it )wiIl not be of advantage to the country 
that a.. will be a large class of this kind that directly feels, in the 
form ~ -direct taxation, the results of any form of public extravagance. 
These are not mere debating points: they are seriolls arguments which 
have influenced us in coming forward with what WEI knew would be a very 
unpopular measure. 

, I would sum up again and say toot, on moral grounds' we feel it 
is justified; on financial grounds we feel that it is right; and on grounds 
of general administration, lopking to the intereBtisof the country in the 
future, we feel that even from this unpopular measure some direct 
advantage may accrue. On these grounds I oppose the amendmeut·. 

, JIr.. President: The question is: 
"ThM ,clause 7 be omitted." 
The' Assembly divided. 

Abdoola Haroon).- Seth Haji. 
· Abdur ~im, !:Sir. 
· ~al, 'Mr. Jagan Nath. 

.A.ldalaria, Mr. N. N. 
Ashar Ali, Mr. Muhammad. 
Badi·uz·Zaman, Maulvi. 

· Bh~r:;;.t Sing, Mr. 
Chandi Mal Gola, Bhagat. 
·Chetty, Mr. R: K. Shanmukbam. 
Chinoy, Mr. Rahimtoola M. 
Das, Mr. A. 
Das, :Mr. B. 
Dodhoria, Mr. Nabakumar Bing. 
Dumasia, Mr. N. M. 
Dutt, Mr. Amar Nath. 
F~l Haq Piracha, Shaikh. 
Gour, Sir Harl Singh. 
Gunjl<l, Mr. N. R. 
Harbans Singh Brar, Sirdar. 
Hari I~j Swarup, Lala. 

AYES 65. 

Ibrahim Ali Khan, Lt. Nawab 
Muhammad. 

Ismail AliKhan, Kunwar Hajee. 
Ismail Khan, Haji Chaodhury 

Muhammad. 
Isra, Chaudhri. 
Jha, Pandit Ram Krishna. 
Jog. Mr. S. G. / 

Krishnamaehariar, Racia Bahador G. 
Lahiri Chaudhury, Mr. D. K. 
La,lchand Navalrai, Mr. 
Liladhar Chaudhury, Seth. 
Maswood Ahmad, Mr. M. 
Mitra, Mr. ,S. C. 
Mody, Mr. H. P.· 

Mujumdar, Sardar G. N. 
:Murtuza Saheb Bahador, MaulYi 

Sayyid. 
Paodit, Rao &badur S. R. 
Parma Nand, BNi. 
PaW, Rao Bahadur B. r.. 
Puri. Mr. B. R. 
Puri, Mr. Goswami M. R. 
Rajan, Raja Sir Vasudeva. 
Rajan Bakhsh Shah, Khan Bahadur 

Makhdum Syed. 
Ranga Iyer, Mr. C. S. 
Rastogi, Mr. Badri La!. 
Reddi, Mr. P. G. 
Reddi, Mr. T. N. Ramakrishna. 
Sidiq Hasan, Shaikh. 
Sant Singh, Sardar. 
Sarda, Rai Sahib Harbilas 
Sen, Mr Sf C. . 
Sen, Pandit Satyendra Nath. 
Shah Nawaz, Mian Muhammad. 
Singh, Kumar Gupteshwar PralJad. 
Singh; Mr. Gava Prasad 
Sitaramaraju, Mr. B. . 
Sohan Singh, Sirdar. 
Sukhraj Rai. Rai Bahadur. 
Talib Mehdi Khan, Nawab Major 

Malik. 
Thampan, Mr, K. P. 
Uppi Saheb Bahador, Mr. 
Wajihuddin. Khan Bahadur HajL 
Wilayatullah, Khan Bahadur H. M. 
Yamin Khan. Mr. Muhammad. ' 
Ziauddin Ahmad. Dr. 
Zulfil)ar.,-t\1i Khan, Sir., 
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NOES 44. 

Ahmad Nawaz Khan, Major Nawab. 
·Allah Bak&h Khan Tiwana, Khan 

Bahadur Malik. 
Azizuddin Ahmad Bilgra,rni, Qazi. 
Bajpai, Mr. R. S. 
Banerji, Mr. Rajnarayan. 
Bhor"" The Honourable Sir Joseph. 
Cosgrave, Mr. W. A. 
Crerar, The Honourable Sir James. 
Dalal, Dr. R. D. 
Dyer, Mr. J. F. 
Elliott, Mr. C. B. 
Fox, Mr. H. B. 
French, Mr. J. C. 
Graham, Sir Lancelot. 
Griffiths, Mr. G. I. 
Heath-:ote, Mr. L. V. 
Hira Singh Brar, Sardar Bahadur 

Captain. 
Howell, Mr. E. B. 
Jawahar Singh, Sardar Bahadm 

Sardar. 
Knight, Mr. H. F. 

The motion was adopted. 

Lal Chand, Hony. Captain Reo 
Bahadur Chaudhri. 

Lal\. Mr. S. 
Montgomery, Mr. H. 
Moore, Mr. Arthur. 
Morgan, Mr. G. 
Mukherjee, Rai Bahadur S. C. 
Noyce, Sir Frank. 
Parsons, Mr. A. A. L. 
Pelly, Major H. R. 
Rainy, The Honourable Sir George. 
Rajah, Rao &hadar II. C. 
Rama Rao, Rai B31uidar U. 
Row, Mr. K. Sanjiva. 
Roy, Mr. S, N. 
Sahi, Mr. Ram Prashad Narayan. 
Sams, Sir Hubert. 
Sarma, Mr. R. S. . 
Schuster, The Honourab'e Sir George. 
Scott, Mr. J. Ramaay. 
Studd, Mr. E. . . 
Sykes, Mr. E. F. 
Tait, Mr. John. 
Todd, Mr. A.· H. A. 
Young, Mr. G. M. 

The Assembly then adjourned for Lunch till Half Past Two oi the 
Clock . 

. The Assembly re-assembled after Lunch at Half Past Two of the 
Clock, Mr. President in the CI1air. 

JIr. Preaklem: The question is that clause 8 stand part of the BHl. 

JIr. L&1chand Xavalrai: Sir, I beg to move that clause 8 be omitted. 
Clause 8 aims at imposing a surcharge tax of one-e;ighth of the aIDOtntt 

that is already imposed, that is to say, we have got to . [Hy a surc'1arge 
incomt'-tax of 12i per cent. over and above what is already aSfls8t!:ed. 
I oppose it. 

lt has been said that this tax is not a poor man's tax, but a rich: 
man's tax and therefore it should be leWed. I demur ~o that Imposi-
tion. I think that at present there are very few persons whom we may 
call rich in India. Even the so-called rich men cannot at· present be said 
to be rich; with the depressiun of the present day, the loss III trade wh'ch 
hns crippled all avenues of richefl mnny are in d!stress--even the zemin-
dars and jagiro.ars· condition is deplorable. 

Mr, B. Das: Do you accept Mr. Studd's explanation of a rich man? 
Mr. Lalchand Xavalrai: I d:d not hear what he said, but however 

this is my explanation and I think many in India will &gree with me. 
My submission is \bat no one in India should be disturbed with any tax 
at the present time' when the people are finding it very hard to find any 
~venues for making money. There is unemployment; mills lJ,l'e not wo~k
lDg as well as they . shoul~ 'and people have got no resources .. for mnlDg 
money so as fo be'calledncn. 
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. 'l'h:s tmrcb~rg~ is bein~ assessed for the year 1~31-3l:!, and 1 must again 

raIse a constltutlOnal POlllt whether, speaking in legal phraseology, re-
trospecti~e effect can be ~ven to a financial measure. If this tax is going 
to be leVIed, that would mean that the income from April 1931 will have 
to be taken into account and the tax assessed accordingly. If i~ is to 
have retrospective effect it will not be legal. Again, Sir, the next ~~inan('e 
Bill will come in about four months hence, and why should we not wait 
till then? At that time the estimates will be availal?le, and you 'will 
have the regular' Budget and you may then consider whether a pwposal 
of this kind is really neeessary. It mny be said that there is B deficit 
and therefore it ought to be met. With regard to that, I submit if it 
is a fact, there are other avenues for getting money. First of all, there 
is the question of retrenchment and it should be considered drastically 
with reference to this department also. Then you must deprive those 
of their extra receipts which they are enjoying by the recommendat:on 
of the Lee Commission. The. General Purposes Sub-Committee sayR at 
page 12 of its report: 

"We observe tltat leave and deputaltion salaries ,md pensions paid to Government 
Ii(.rvants abroad are· exeJllpt fro,m the Indian income-tax. For the _e of uni~ 
f(ll·mit.y the scope of such exemption Iuu;. had to be extended in recent years w.th 
thp result that vacation salaries to judge3 and. leave .. lariat! and allowances p.lid 
.. broJod to the employees of private firms and individuals arc al~o exempted. In the 
ah~nce of arrangemllllk for ralief from the p&ymeflt of double ineorne-tax there may 
have been some justification fo.. such exemptions; 10 our opinion there is JMI luch 
justification now." 

I submit that more drastic ctirtailment even in the Income-tax Depart-
ment will bring in a good b:,t. The Department, again, as jt is consti-
tuted to-day, is doing more harm than good to the country. The fneome-
tax Department I would say in one word is neithereivil, nor military, 
. but it' is extrR martial. Let us take their procedure. The Income-tax 
.Offieeris the income-tax collector, and at the sti.me titneneis " Judge 
in deciding income-tax cases. There you have got the prosecutor and 
the .J udge combined in one person,' and that is against ,,,ll principles of 
jurisprudence. Then let us see how the income-tax is assessed and how 
it is dealt with on appeal. The Income-tax Officer assesses the income-tax. 
He employs his subord~ates to look into the books, and how are those 
. looked into? If any explanat!on is given to the Inspector who ins]1f'rt.s 
-these books,: it is not accepted, They expect the people in the rur~l 
parts to keep very regular books of account in the same as they do In 
Bomba,V and Calcutta. But I may teUyou that th;. books kept Tby th~ 
rural people in the:.r usual way are accepted even In Courts. We find 
that the Income-tax Officer-with one stroke 1)£ the pen says, "Book!' n.ot 
lmpt regularlv". Then the appeal comes up to the Assishmt (',otn)111~
Rioner The first thing that he does is to return the appeal to t.1ll' Tn-
('ome~tax Officer for his remarks .. Ilnd he also sometimes fisks him to 
he present. on the day 'the appeal is heard. Now, the reply that comes 
from the Income-tax' (}fficer does not Ree the li~ht of the day. It if; nn 
P.Z parte report m·ade aud it is not shown to the a~ses~ees. Interference 
in appeal. is rare and the appeals are generall,i dlsml9Sen. When we 
put questions here to find Gut how tnan'y appeals were allowed and h~" 
many rejE'Cted, we find tha.t there are always verv few sl,lCcessiul ~ppe~:. 
That is the condition of the Department. 'TherefOl'e 1 flubQ).lt. t 1 
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until the appeal goes to a judicial officer and he decides it, and until a 
better system is introduced". there is no justificafion for the income-tax 
to be increased in order only to pay those officers who are doing this 
bad work. I submit that the income-tax is already large and the inci-
oence that .is being raised by the surcharge is heavier still. The addition 
of 12! per cent. this year will be, I submit, very hard. I will not tak", 
more time on this point. It ~s quite clean and therefore, Sir, I mo"t't, 

lIr. lou ':l'ait (Burma: European): I do not propose to follow my' 
Honourable fnend, the Member from S:nd, in his criticism of :.!laust: 8, 
but if I d~ not do so, I would desire at the outset to make it pedectly 

. clear that It must not be assumed that I or those who sit beside me 
approve of the surcharge proposals in this Bill. On the contrary we in 
the European Group view Wiith very grave concern the reaction on the 
husiness and prosper:.ty of this country which in our view is bouTLd to 
be effected by these crippling surcharges. And if in the end we indivi-
ouaHy _ or as a group support the Government, our only reason for so 
do.ing will be our firm conviction that the paramount duty of the Finance 
Member at this time is to present a balanced Budget to confirm India '09 
credit in the eyes 'of tbe world, and that it is for us in t,h(~ Assemoly to 
provide him with the means for accomplishing that task. At the same 
time I would like to emphasize that, until we are certain ;)f the line of 
action which Government are likely to take before this Bill rcsehe!' ita 
final form, our decision as to our course of action remains indefinite. 
But the purport of my speech to-day, Sir, TS to bring into clear relief 
what in our view is one of the underlying reasons for the present state 
of the deficit in the income-tax revenues and what we eonsider to be a 
contributory cause of the need for this further surcharge that it :s now 
proposed to .impose, and further to point to the conclus:on that if artion 
i~ taken by Govemment,-and we on these Benches are fully determined 
to exercise the whole oi our influence to ensure that Government do take 
that action·-the duration of thiF. ,werwhelming burden :)n income, private 
as weB as business, will be curtailed to the minimum period of time. 
Sir, I refer to evasion of mcome-tax. and it has been of imerest ;0 me 
at a time. when I was exercising my mind on this Question of evasion qf 
income-tax, to come across a reference in the presidential speech of the 
Pres;dent of the Bengal National Chamber of Commerce delivert:d on 
the 28th October; 1931, when in refercing to the income-tax pr."posala. 
generally, !Ie says: 

"Reg&rdihlt others who are not in salaried employment. the abeence of any re-
li~h1e ba.MS for aBS~lI1I1ent mav be responsible for oppre!Osion to m~ny people. I 
feel that if the Government had taken stena U> improve their orll&ni~tion and methods 
to prevent in~'lme-tax evasion. which h·.. become almOl't scanda.lous. thev would 
have obtained a larger volume of revenue than by the means now propoPf'd." 

On this quest~on of evasion, Sir, I submit that there is ftnd there can 
be no shadow of a doubt and the fact of the present financial crisis and 
the inc:dence of these proposed serious add:tions to the income-tax 
rates make it more urgently imperative than ever that Governmellt lllUst 

take serious action to combat thls organised evasion of income-tax. and 
bring to the exchequez •• of the country the several crores of rupepf! which 
lYe here are firmly convinced are due to the Government and by one 
llleans or another are now escllping it. Income-tax, s,ir, always the 
Illost unpopular of all forms of direct taxation, is immeasurably more 
80 in this country where it is recognised by assessees and Govemment 
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alike that it is _ borne unequaHyby those who are supposed to bear it. 
that it const~,tutes a heavy charge on honesty, and sets a high premium 
on dishonesty, and -the salaried classes and those business men and busi. 
ness finns who confonn to principles of honesty and commercial morality 
do unquestionably subscribe 11 disproportionHt.e portion of the revenues 
of the Income-tax DepHrtment for the benefit of those who adhE're to 
none of those princ:1ples. That the Government recognize that evasion 
is rampant throughout the country is apparent from the Annual Re· 
port of the Central Board of Revenue in the year 1924-25. On page 5 of 
that report dealing' with evasion, the Board s'ays: - ' 

"The Board regret to observe th'lot eva8ion by taxpayers 8till continues on a 
fairly large lICaJe. The Income-Tax Department h&~ already gathered 8ufficient datu 
in most OJ.SeB to be able to make a fair 8SseB8ment even when an a~ue8see refuses to 
produce accounts 01' produce blse account~, but there is an important clau of 
cases in which evasion is practised, not by actually breaking the law but by openly 
flouting it in spirit, while remair.ing within its fool' comers. The Board forbears to 
advertise the methods by which the law is being circumvented, but it is becoming 
more and more obvious that until the .income·tax Department is armed with the il&me 
powers as the authoritie3 possess, {or instance, in the United Kingdom, 01' d~aliDg 
with bogus companies and partr.erships that have been created only for the purpolUl (,f 
8\-sding income·tax, the eyasion is bound to continue and to increase. This question 
is receiving the close attention of Government and it is hoped that before long legis-
lation will be undertaken to defeat such evasion, which irupo_ an unfair burden 
on the honest man and the general taxpayer." (Heu, hear.) . 

In subsequent reports, Mr. President, it is to be deprecated th~t little 
or no referen.ce is made to the question of evasion, from which it ruigh1l 
be assumed thHt the Central Board of Revenue think that evasion has 
practically now ceased to exist. But we, who do business in the market. 
plQces throughout the length and breadth of this country, know Perfectly 
well that; if there has been any movement at all on this ,questi,)ll of 
evasIon, it has been definitelv iii. the direction of a considerable ext,eri· 
sion of it; and in my view, . the apathy of the senior· authorjty to a 
matter which in practically every -other direction is looked upon 8f! not~ing 
short of, a scandal is. unquestionably a contributory factor in tha-.deplorable 
situation tbat exists to-day. -

Sir, in an attempt to arrive at the extent of tbis evasion, I have taken 
out a series of figures, of various sorts comparing conditions in . certain of 
the larger provinces, and ~-ou will I think agree with me when I present 
them to you that they prove beyond all doubt the tremendous evasion that 
goes on, the tremendous loss to Government that is involved and the 
urgent need for dmstic revision or reorganization of the methods of the 
Income-tax Department. Sir, my statistics cover population, the num-
ber of assessees, the trode of the province as indicated by the customs 
revenues, the income-tax and super-tax i'rorn salaries other than Govern-
ment salaries and local authorities' slllaries, income·tax and super-tax from 
business and income-tax from property; and rea.lizing the difficultyund 
the confusion that might arise by dealing with the large figures involved, 
I have, in ordcr to help Honourable :Members to an easwr and- clearer under-
standing of the situation, reduced my figures to an abstract in proportion., 
taking one province as 100 in each series of figures, Hnd the province 1 
have selected as my datum is my own province of Bu.rma. Now, first us 
r.egards population, the figures show, taking the 1921 census Hf; mo~e 
readily at han.J, that for every 100 persons in Burma there were 353 In 
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Bengal, 146 in Bombay and Sind, 320 in Madras av.d 157, in the Pu~j~b. 
These figures ure very important, and I would suggest that Honourable 
Members might note them down as I proceed. Now, given reasonably' 
equal conditions in the various provinces, ons would expect that the, num-
ber of assessees would bear some comparative relation to the population 
ratios. But we find that in Bengal, instead of there being 353 al.'lsessees 
for 100 in Burma, there were only 166 assessees in the income"tux year 
1929-30. Bombay shows up very much better, with 267 assessees against 
a population ratio of l46. (M,.. H. P. Mody: "More honest. ") {Mr. B. 
DaB: "Bombay is richer than Bengal, which is poorer. ")Madr:ls, Oll 
the other hand, has only 150 assessees against a population ratio of 320. 
So it is much the same as Bengal, while the Punjab shows 125 assessees 
against a population ratio of 157. Before we proceed further, it will per-
haps be necessary to re~lize' that Burma is a poor country. It is a back-
ward country as regards industry, except for one or two major industries, 
and where the average business firm is definitely smaller than the business 
firm in other provinceFl like Bengal and Bombay, and the iarge and wealthy 
bazaar merchant whom we all know and whom we find in every town 
throughout Bengal, Bombay, the U. P. and the Punjab definitely does 
not exist in Burma other than in a few exceptionai cases. These being 
the eircumstimces, how 'are we to explain the low number of asse6sees in 
Bengal, where the number is less than half of what it would appear it 
ought to be? Let us now consider the trade figures. Taking the customs 
revenue for the yeur 1928-29, we find that the total in Bengal was' Rs. 423 
for every Rs. ]00 in Burma. In Bombay it was B.s. 393, and in Madras 
it was Rs. 96. I shall probably be told that the customs figures provida 
no reliable indication as to the trade of a Presidency (Mr. B. Da8:. "Quite, 
80, quite !la, ") becalll.'le the customs figures do include a considerable transit 
trade from other provinces. But while I freely admit this, I do claim that 
on all the transit trade passing through the port;; of Calcutta or Bombay, 
a certain interest- remains in Bengal or Bombay as the case may be in the' 
shape of handling charges, commission, etc., but, and this iE, my strongest 
point in these three Presidencies, with populations which have to be f~d, 
clothed and genera-By provided for, of 46 million in Bengal, 19 millioriin 
Bombay and Sind, and 42 million in Madras, the internal trade consequent 
on these enormous populations will more thlln off-set anv reduction' on 
account of transit trade which might have to be made on the customs 
figures. Calculating on these customs figur~s we should expect the inllome-
tax revenue in Bengal to be 4! times that of Burma, Bomuay should be 
4 times and Madras practically identical with Burma. But we find 'some-
thin~ different. Instead of 4! times which Bengal ought to provide, she 
provides 3 times onl~'; Bombay. inst.ead of providing 4 times the Burma 
figure. provides l! times and Madras comes along with a paltry l only: 
It is probably noteworthy also that the total demand for income-tax ana 
super-tax in the Punjab is.one-third only of what it. is for Burma, or Rs. 32 
for ever~' RE;. ]00 in Burma .. . 

M:ian Muhammad Shah lfawaz (West Central Punjab: MuhUI~mlldan): 
Punjab has no industries and there is no seap(,rt in the Punjab. 

l4r. John Tait: I have said earlier that the salaried classc<; rarely 
escape income-tnx in~"batever Presidency, Dnd t-his is borne out by com: 
p.aring the income nnd super-tax dprived from salaries in Burma with 
Similar stations for Bengal and Bombay. In Bengal Rs. 394 is c?llected, 
for each Rs. 100 in Burma. and tbis compares fairly closely with th~ 
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population ratio. Bombay provides Rs. 225 which is m excess of the 
population ratio, arid CUll be ~xplained either by faulty assessment in 
Burnm or probably and what is more likely, by a greater proportion of 
salaried classes in the industrial areas of Bombay.' Madras on the other 
harid makes a very poor showing with Rs. 76 only for every Rs. 100 
collected from the same source in Bunna. Madras of course is a very 
poor province. I realise that the . level of remuneration there is lower 
than it is in other provinces. Still, with a population of 42 million souls, 
the low ratio for assessment of salaries requires some explanation. How-. 
ever, it is not on the assessment of salaries that the crores of rupees are 
lost. It is on the business assessments, or rather the assessments whieh 
oilght to be levied on business but which by one means or another are not 
levied. In the province of Bengal, with Calcutta, the second city in the 
Empire, with its probably 40 or 50 large firms, with the hU:1l\ offices of 
huge concerns operating in all part,s of India but assessed for income-tax 
in Ben~al, with its huge jute mill imiust;:y, its coal, its engineering, its 
shipping, insurance, the exchange banks, and the huge bazaar trad£' there, 
with all that, the income-tax deriveo. from business in the year 1929-30 
was ,mly Rs. 232 to every Rs. 100 derived in Burma from the same 
source, 'or practically 2t t·imes. Now, Burma has practically no more 
than half a dozen really large .business firms. The largest timber firm is 
assessed for income-tax in Bombay, the shipping firms /.lre assei!Sed in 
Bengal or Bombay and all the exchRllge banks are assessed in _Calcutta. 
I am not suggesting that the income-tax collection in Burma is perfect. 
It probably is ver~' far from being so. But caiculating proportionately 
nn t.he Burma basis in relat.ion to the trade in each province, as evidenced 
by the customs figures, we find that Bengal should provide. income-tax 
from business to the extent of Rs. !l,36 lakhs, whereas she is only pro-
viding Rs. 2,93 lakhs-a difference, mark you, of Rs. 2.43 lakhr;. Bom-
bAY, ·which should provide Rs. 4.98 Jakhs, provides onl." R~. l,m Iflkbs, a 
difference in Bombay on the assessment on business of Rs. 3.40 lakhs. 

1Ir. B. :J'. lIody: That shows the extent of the depression in Bombay. 
1Ir. Iohn Tait: And MadraR, which should provide Rs. 1,21 lakhs, 

provides only 96 lakhs, sbowing:a sh~t1iRge of R.g: 25 lakhs. In all, there-
fore, from these three Presidencies, i.e" from Bengal, Madra.s and Bom-
bay, the loss' to Government revenues on income-tax assessment on busi-
ness reaches t,he colossal figure of Fs. 6 croreR. (An HimouTnhlc Mem-
ber: "Shame.'··) I quit~ re~1ise that the figures I have provide.{ are rough· 
and ready·. I do notslly that they present' an entirely tnle picture, but' 
even' allowing for a wide margin of error, I think Honourable Membei'R 
in this Rouse are entitled to assume that t.here is a clear loss to the 
revenues of the country on this score of not less than Rs. 4 crores. 

We nm" come to property. Anyone who has been in BUl'ma will 
agree with me when I sny that outside Rangoon city, with a population 
of under 400.000 people, Rnd MandaJI\Y, which to an intents and purposes 
is a dead c1ty, there is really very litUe property at all which is Hssessable 
for income-tnx. On the other hand, cast your mind to Bengal, Calcutta, 
Rombay, Karachi. In Calcutta alone, the ullDual value of property for 
municipal assessment iIi the year ]929-30 was Rs. 9,90 lakhs. In Bombay 
the municipal assessable valuation of property was' Rs. 13,31 lakhs, in 
Madras it was Rs. 2,17 lakhs, and in Ran~ooIi it was Rs. 3,63 18khs. 
These are for the cities. Now what do we find in the figures of, income-
tax assessment? For every Rs. 100 in Burma, Bengal caD. produce 
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Rs. 237 only, or act~ally, the wholE' of Bengal produces on this score-:-
assessment on property-Rs. 19,61,000 and Burma Rs. 8,26,000. I thiok 
in the known Circumstances there can be only one' word to describe a 
difference of that nature, aud it wiU be unnecessary for me to give ex-
pression to it. In Bombay, on the other hand, it is fairly good again 
with Rs. 378 collected on property. Madras however is Rs. 63 only a.nd 
the Punjab is Rs. 58; or in total figures, Bombay produces Re. 31,21,000, 
Madras Re. 5,18,000 and the Punjah Rs. 4,82,000. Now, Sir, if these 
calculations mean anything at all, if they provide any indication as to 
what the real position in the provinces is on this question of evasion of 
income·tax, then I feel confident I will have the Hou!le behind me in 
pressing upon Government the absolute necessity for such action to be 
taken as should be adequate to ensure that organised evasion of income· 
t ax is put an end to with th~ least possible delay and this irrespective or 
established rules, regulations or routine, of personnel or of any other consi-
deration. If t.he present system, rules Or regulations are such as require 
alteration to tnsure improvement then there mUl,t be no delay in effecting 
that alteration. If existing personnel is not likely to show early and 
full results, then them must be no besitation in changing that personnel. 
1£ the law of the land does not give adequatE' powers-and I know per· 
fectly weH that it does not-then the law must be changed. We urge 
upon Government that the urgent need to examine the organization of the 
collecting department with a view to tightening up the work of assessment 
brooks no delay, and I am authoriseq by my Group to say to Government 
that. whatever our action may be now, we reserve a right to refuse the 
Demands for Grants when they come before the House in February or 
March unless we are satisfied then that snitable action lias been taken 
and that improvements are definitely and actually in train. It is not for 
me to suggest the manner by which this blot on ~he administration of 
the Government can best be removed. Clearly it is for Government them-
selves to decide that. But I offer four suggestions tor consideration; they' 
mayor may not appeal to the Revenue Department as applicable po 
India. On the other hand, we think they are. We suggest: 

First, that Government should take full powers toeaJl on an assessee 
to prese.nt a return duly certified by a chartered oooountant. We 
realise .the diffieulties of this rule in_ a country like India, but this 
points the way, this lays down the principle and it is for the Department 
to apply.it in such modified form.aa may be neaessary to meet all the. 
varying conditions in this country. The second suggestion is that wlea 
an assessee makes no return and proposes to keep no bOOKS of account,.· 
then the lncome·t&x Department must double his return each year untit 
he does keep books. This, I understand, is the procedure in the l.~nitec.i 
KiagdQm. The third suggestion is that Government should eDilct that 
every assessee \ shall have his books officially stamped and sealed every 
year by the Income·tax authorities. Only books 80 sealed shall be admise 
sible in a court of law to prove any claim in any suit or other proceeding. 
It will. be clear to my legal h'iends that ·this would prevent tw·.) sets of 
books being kept; :lnd my last suggestion is that Government should take 
steps to a.mend the &W so as to make the giving of false returns punishable 
with rigorous impriiJOnment and a fine three times the amount of which· 
Governrw:mt }w.ve b~en deprived. As far as I am aware, the maximum, 
penalty under theexistin.g rules is six months' simple imprisonment and a 
moder.ate 'fine. . 
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Xr.B. L -Pari (West Punjab: Non-Muhammadan): In the _case of big 
:firms, whom; woul(l- you like to be imprisoned? -l . .John Tait: The ,Direct-:!"s, I suppose, 

SirBari Singh Gour (Central Provinces Hindi Divisions: Non-Muham-
madan): If they are outside India, would you allow them to be imprisoned? _r . .John Tait: We ~re only dealing with India, 

It is interesting to note, in reading through these reports of the Central 
.Board of Revenue, occasional references to cases where a person who has 
.made a false return has been prosecuted, We find such sentences as: 
"Oo:e day's simple imprisonment and a fine of Rs, 120," There was an-

,other case referred to in one of these books where an assessee had declared 
-his income as Rs, 500 instead of Rs. 5,000, The sentence of the court 
was -a fine of Rs, 60 which, the Revenue Department cynically remark, 
was -exactly one half of the amount Government would have been deprived 
of bad the fraud not been detected, 

Well. Sir, that is =ill i propose to say regarding evasion of income-tax, 
'The next step is with the Government, We await with very great interest 
to hear what they propose to do, but before I conclude, Sir. I have one 
further matter to bring before Government, Under the Income-tax Act 
of 1922 assessments are made in the current financial year on a basis of 
.the _previous year's income. If the rate at which the tax is levied is in-
crellsedduring the financial year, the assessment naturally _ is made at the 
higher rate. Since on salaries and interest from Indian securities income 
tax is deducted at source, that is, at the time of payment, and consequent-
ly ;s ,tantamount to a pre-payment of income-tax or an advance assessment, 

. according to the Act if the rate of tax is increased in the following year 
,such income which has .already paid income-tax is subject to a re-assess-
,mefit at t,he higher rate. On previous occasions Notifications have been 
issued by the Government exempting such income, and what I ask from 
my Honourable friend the Finance Member now is to give us an assurance 
,that a similar notification' will be issued on this occasion, and I think 
Honourable Members will agree that this is only fair and reasonable, 
because otherwise salaries earned during the year ending the 31st March, 
1931, and which have already paid income-tax by deduction at source will 
be subject to thisre-assessment at 12i per cent., and salaries and interest 
on 'Indian securities earned in the current financial year and still to be 
'~arned in the remaining months of this fina.ncial year will be subject to re-
assessment at 25 per cent. surcharge instead of at 12i per cent. I have no 
doubt whatever that Government have every intention of issuing that 
·Notification but if they do make a statement now it will unquestiona.bly 
remove a great deal of apprehension which is held by all salaried 'classes 
throughout the country; and finally, Sir, I would say that we here can 
-see no real reason why in the drafting of such a Bill provision ,eould not 
have been made to exempt these incomes at the outset. 

,lilt. N. N. Anklesatia. (Bombay Northern Division: Non-Muham-
madan Hurttl): Sir, the other day the HonoU1'8ble the Finance Member 
stated that the dut.Y on machinery was the ugliest of his financial progeny 
·this- year. I am afraid that when t,he Honourable Member said this, he 
was reckoning without the num~rous income-tax proposals which he has 
made this year. One fails to understand how the Honourable Member 
'was able to conceive such a big brood of unpleasant things as are to be 
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found in his income-tax proposals. The :Finanoe Member stated. that· flhe 
reason for the manv unpleasant proposals he has' made is that he. wants to 
balance the Budget. As I said before, an unbalanced Budget is a 
symptom, not the cause of the disease which Is afflicting the body politic. 
I do not propose to go into detail, but a very brief analysis.of thepositi<>n 
wili convince you that what I am stating is correct. What is the cause of 
the unbalanced Budget which the Finance Member fears he will have to 
face in March next? The cause is this; we have got or are going to have 
nn unbalanced Budget because our customs have produced less, our income-
tax has produced less, ~)lir Post Office has produced less, and because all 
the sources of our income have earned less this year. 10 go back still 
further, why have our customs earned less? Why have our Railways and 
Post Office earned less? The reason given is that it is on account' of the 
depressio~ thatls afflicting the whole world. This is the cause you have 
to treat. If you have to treat this cause and if you pass in your mind. 
the various measures for treating this cause proposed by the Finance . 
Member, you will 'find how very ineffective is -the remedy. \\'hich the .. 
Honourable the Finance Meniber proposes to apply to the disease. Will the 
income-tax proposals of the Finance Member or the customs proposals of 
the Finance Member make your railways earn more or make your post 
office earn more? I submit all these questions must be answered in the 
negative 

_T. B.Das: What are yo1,l1' proposals? I should like to know them. 
Kr. N. N. Anklesaria: I am just coming to that. There is absolutely 

no remedy for the world depression. From the time of Vico down to that 
of Mitchell men haw written and spoken of what are called world trade 
cycies, and this is one of the trade cycles through which we are passing-
and no Finance Member or anybody else will be able to affect its course 
in the slightest manner possible by any financial proposals which he may 
put forward. . . ". 

Then, I ask, is an unbalanced Budget such a terrible thing ~.tq. be .. ' 
worth the fuss which is being made about it? The other day ~. :flonour- . 
able the Finance Member himself stated that India was not th!il only_ 
country which hus got an unbalanced Budget .. He cited the United St~; 
he cited France; he cited England, and if he wants I may cite many more 
cowitries. All civilised countries of the world during the preseilt abnorma~ 
times have had or are having unbalanced Budgets. 

Kr. B. K. Pari: What about the uncivilised ones? 
Mr. N. N. Anklesaria: I am just coming to that, if you want them. 

The Honourable Member said that it was in abnormal times that' th.is un-
balanced Budget carne, but if you look to the finanCial history -of France, . 
from the time of Colbert to Caillaux in nom1al times even the v have had 
a series of ul.l.balancec;l Budgets in France; and you cannot s;;'y' possibly 
that the credit of France is second to the credit of any other country in . 
the world. France has survived all that series of unbalanced :ijucigets, and 
today France, with the possible exception of the United St"atcs, is the 
richest country in tQe world. In normal times there are two ca:.I!!es which 
account for ait unb.w.anced Budget. An unbalanced Budget means that 
either you have e~d too little or you have spent too much. As regards 
the spending too much, the Honourable the Finance Member has gone 
deeply i~to the question, a~d I congratulate him on the very thorough 
proposals which he has made for retrenchment. In fact he has spared none; 
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[Mr. N. N. Allklesaria.] 
he has trodden on every toe including his own. (An Honourable MombeT: 
"Question. ") Then, as regards his proposals aoout earning the proper 
income, I submit the proposals which he has made now would practically 
work in quite the opposite direction, as I propose to show now. The 
Finance Member might ,ask, as Mr. Das asked, ., What do you propose we 
should do then?" He gave us an example of the private individual who 
would live within his income. I will tell him what a private individual 
would do in exceptional times like these. Suppose ~ man has got im-
movable property worth 10 lakhs of rupees, from which he gets an income 
ofns. 50,000, and his domestic budget is balanced; he spends as much 
as he gets from his lands. Suppose also that he has got a daughter to 
get married and he estimates the expense at Rs. 50,000. What does he 
do? Does he fuss about telling people, . 'my budget is going to be un-
balanced; what shall I do?"? No. Does he go to his clerk and say, 
.. Mr. Clerk, I have got to get my daughter married; will you therefore 
submit to a cut of 10 per cent. in your pay?"? No; he does not do that, 
nor does he go to his cook or any other 'of his menial servants and mske 
them the same request, Again he does not dispense with the services 
Gf one of his pattavalCl8. What does he do then? He goes straight to 
the banker and says, ·'Mr. Banker: you know I have got ten lakhs: I 
have got to get my daughter married: will you lend me Rs. 50,OOO? I, 
shall be able to pay it back within a certain period". And thus the thing 
is done. That is what a private individual would do; and I say that is 
exactly what that great authority Mr. Keynes, on whom the Honourable 
the Finance Member relied the other dav, would advocate as a means for 
balancing· the Budget in abnonnal time-so Thut is exactly what every 
European country, which has had a favourable balance of trade as India 
has had, has been doing and, I am sure, will continue to do sO long as 
the Government of that country has to regard the opinion of its citizens; 
as worth anything. Thc Honourable the Finance Member spoke to us of 
certain dismal gradations through which countries pass, and those grada-
tions are stated &t page 1263 of the report of the debates for the current 
yesr. This is what he says: 

"Budgetll.ry defic;ta, met first by borrowing; then a reluc:t.ance of .the public t4 
lubscribe to Government loans I¥ treasury bills; than recourse to the note printing 
presl and infla'ta.tiona to provide funels to JJ;leet current public expenditure; thea. 
colla.pse in confidence· in the CUlYMlCY, aotes printed faater and faeter until the 
amount! reached astronomical figures, and finally the complete dilll\ppea~ce of any. 
value to the currency at all." .. 

If Honourable Members will read the debates in the House of Common&-
for last September, they will find Mr. Ramsay MaeDonald talking exactly: 
in the same way as the Finance Member spoke in September last. But 
the same Mr. Ramsay MacDonald, just a few days before he was talking· 
a8 the Finance Member was talking, was advocating borrowing, borrowing 
and continual borrowing for balancing the English Budget, and was putting 
that advice into practice, and it. was because he could not possibly borrow 
that he had to consent to balancing the Budget by fresh taxation. The 
other day I gave a challenge to the Finance Member to name one single 
country throughout the world which had R balance of trade in its favour 
and which met its unbalanced Budget in the present abnonnal times not 
by borrowing but by fresh taxation. I am waiting to hear an answer to 
that challenge today. If he gives me that an~er, I propose to vote fol'" 
his p:oposal; if he fails to give me the answer I wiHvote ~sinst :him, 
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Sir, it was said that borrowing would have disastrous effects on our 
Budget. From 1919 to 1924 we had a series of unbalanced Budgets in 
India, let alone France or any other country, and we balanced those 
Budget.s by borrowing, and as the House will see we have survived thAt 
pN'iod. Not only have we survived it. ... 

Kr. B. Das: There was heavy tllxation in 1921-22. 

JIr. If. If. Anklesaria: In 1922-23 we raised a rupee loan for 47 crores; 
again in 1923-24 we raised a rupee loan for 23 crores; and I say we have 
'llurvived all that, and we had a series of surplus Budgets after that period. 
Sir, the cause of bad credit is not an unbalanced Budget during abnonnal 
times. The ~ause of bad credit is bad Government, and when I say bad 
Government, I ref~r to this present Government, which I say is no Gov-
-ernment at all. When you see the Union Jack pulled down and replaced 
by a. tri-coloured Congress fla.g, when you see agitators and proclaimed 
1>editionists patted on the back, when you see, Sir, people talking w.ith 
impunity that they are out for the destruction of the British Raj, and 
when you hear people saying that when they come into the seats of the 
mighty, ~heypropose to repudiate all nation.al debts,-w.hen a Govern-
ment allowB all these things to be done with impunity, is it to be 
lVonderedat tha.t,that Government does not command credii? I say, Sir, 
the difficulties of the Finance Member .are not so much of' his creat'ion as 
·of the creation of the Honourable Member who sits just to h'is left,-hl:' 
is not in his place now. . 

Then the analogy of England w8.sgiven to us as regards th.e proposal" 
Wr £resh taxation, but as I have never been tired of dinning into. the earli 
Of. those concerned, England is not India. Unlike the English Govern-
ment, the Indian Government does not command the' confidence and trust 
-of the Indian people. Here the Honourable gentlemen of the Treasury 
Renches are looked upon as' 'A gang of foreign exploiters, who Me here 
not for the good but for the goods of India". It ilil 8 very _ foolish and 
perverse idea, but that idea is in exist-ence, and it would be wrong for the 
Finance Member not to take account of it. 

JIr. B. R. Puri: What do you propose? 

1Ir. If. If. Aaklesaria: Sir, in so far RS the income-t&x is concerned, 
the conditions which obtain in England are very very diRerent to those 
obtaining in India. There are peculiar facilities for eVQsion in India Ill> 
the Honourable Member who spoke last pointed out, and the facilities for 
-capital migrating into the neighbouring Native 8.tates is another factor 
which is non-existent in England. Sir, I offer these remarks with great 
diffidence and great hesitation, because the Finance Member is the greatest 
financial expert in our country today, and I am a mere lawyer. He has 
asked us not to force Government into an unsound financial course, and 
I quite agree with him, because mistakes in public' finanoe do generally 
lead to disastrous consequences. ~s professor Leroy Beaulieu said: 

"La 8Cf-nCe de.s pnance8 a U1Ie terrible faQOft de lie venger dell gouv .. r1lements qlli 
l'ill1t(lre1lt ov qulAi· bral·trrt.," . 

AnJlonouratile Kember: What language is this? 
,.AIlother .J!ODqura.ble Kember: It is .Yrench. 
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Mr. lI. 1(. ADklesaria: It means this: that the science of finance has 
'. got u terrible way of avenging itsetf on those Governments which ignore 
. it or defy it. I for one, Sir,· would rather trust to the expert knowledge 
'and ripe experience of the Honourable the Finance Member than: to the 
exhortations of the several 'gentlemen opposite who have talked about this 
matter in a manner which shows that they do not understand what they 
have been talking' about. 

Sir JIari Singh &our: Sir, in replying to the debate on clause 7 of the 
Bill the Honourable the Finance Member justified his proposal under the 
clause on the ground that he stood for broadening the basis of taxation, 
IIJId he said that his defence of that clause was supported by moral and 
financial grounds. The Honourable the Finance Member never made even 
a passing refere!lce to the emergency legislation which he said he was 

. sponsoring, and I therefore take it that if clauBe 7 had been pasBed, it 
: would have been a clause whic:h would have fovnd a permanent place on 
the Statute-book becatlSe it was one of those clauBes which conformed to the 
p,'inciple which the Honourable the Finance Member' haB enunciated, 
namely, that hiB policy is to broadbase the principle of taxation in this 
country. Sir, we have known the Honourable the Finance Member ever 
since he occupied the distinguished position which he does t.o-day, but I for 
one never knew that the'HOUQurable the Finance Member had a dual per-
8Onality. I do not know wMtber to-day he was speaking as the Finance 
Member or as Sir GeorgeSch\1~r, becauBe I find that only laBt year when 
the Government in India had to consider the question ofbroadbasing the 
~ation of< this country, in their memorable despatch sent to the Secre-
tary of State over my Honourable friend 'B signature and the. signatures of 
his colleagues, he stoutly resisted the lowering tlf the taxable limit from 
Rs. 2,000 to RE. 1,000. He further stoutly resisted the increase in the 
rates of income-tax as suggested by Sir Walter Layton. The important 
passages which I should "like to recall to the House are contained a.t pages 

. M arul~ ~18 of the Government of India's despatch on the Indian Reforms . 
. Speaking of tqe income-tax, they Baid:' 

"It is not necessary to discuS8 at length the suggestions which bave lMoen made 
by. Sir Walter Layton for increasing the return from income-tax by lowering the 
exemption limit lUld steepening tbe gradation of the tax" -( the tllJO poiJlta tt1ith which 
.ee are now concerned in clauses 7 and 8),-"These are suggestions which have ~ 
e>,aminod more than once before, and there are co~iderable practical objectionato 
them. We include in the appendices an extract from a note by the Senior Member 
of the Central Board of Revenue on the subject." 

The Senior Member of theCenttal Board of Revenue iB. I presume, bir 
Loftus Tottenham, who has unique experience of th~ Income-tax Depart-
ment in this country. Let me give you his words. No speech of mine or 
of any Member cn this side of the House could be stronger in condemnation 
of the proposals of the Honourable the Finance Member. Let me give 
you his exact words. At page 218 he deals with these two pointB,-the 
question of lower-ing the limit and of steepening the rates. He says: 

"Sir Walter Layton 8uggests th'l.t <the exemption limit both for income·tax and 
sllper-tax (Rs. 2,000 and Rs. 60,000 respectively) are too high and should he lowered 
but has made no specific recommendation. The exemption limit for income· tax wa.s 
raised to Rs. 500 in 1886, to Rs, 1,000 in 1903 and Rs. 2,000 in 1919. I do not suppose 
that anybody would propose that the limit should be placed lower than Rs. 1,000. If 
it were proposed to low8l" the exemp~ion limit, it _ms to me that it· would be difti-

. ,'ult to rellist a demand which has been made even under existing· oonditi.ons that 
al!owancee should be given for wiyes a.nd children. As the .Taxation En61uiryCom· 

"rmtt.ee obaerveci, practically every tIl.xpay8l'· in 'India is' inarited,wnerea-e'"iil ' Englli.nd 



tht:re is a large nwnbsr of unmarried persons of hoth lexee. "'-'.1I&Y ilicwifB,t.Q"; With 
reference to Sir Walter Layton's suggest.!on that theexempiIon limit {Of income-tax, 
in' India is high, the abeenct' of ooy allowance for wivl!6 or children or for earned 
Income must. not be overlooked .. As a matter of fact, for a ma.rried man: even Without 
clJildren the exemption, limit in England· (£225) . is higher than tho exemption . limit 
lil India. The. exemption limit prop<>BO:<l in the draft Ceylpn Ordinance,. it ia mtel'-
esting to note, IS Rs. 2,400, .and It provides for a perliOnal allowance of •. Z,OIIO, aD. 
allowance of &S. 1,000 each for wife and family (whatever the number of Children) 
and an earned income allowance of one-fifth of tht3 income lIubject to a maximum 
allowance of &s. 4,(XJ>' 1 presume that- the economic ('onditions in Ceylon are not 
so very different from thoilO in India, ,thou~h probably the general standard of wealth 
is higher." 

Then, dealing with the subject of what is now clause 8 he says as follows: 
"It is also worth mentioning that although the nlll'essable limit in the case of &. 

single person is aomewb:lt higher in India than in England, the percont"ge talam aa 
tax of the lower incomes in India, if I may rely on the. tables .at the enc\ of thOo·draft 
Ceylon Ordinance, which were prepared by an expert from &merlet ~,o~, is acta-
r.lIy higher-and a great dlnl higher-in the case of earned in('omes i,n ~I,\dill. thai! in· 
t.he United Kingdom, even if fOt' the purposes of comJlllri80n unma,rrled piR'iIOllli in' th~ 
U'nited Kingdom are taken. The table lIhows'the following perceil~~"-iltat" tAus" 
'P~TcentagU--

Income R& 2,400 
I~ IW. },!;()O 

Income R& 3.000 

.. Income-aU '.med. 
Britilh Ind. UJliied Kingdom: 
(aU claa-l _ (.iagle. I18ftoUlS). 

Ra. :Re- ;. 
62':; , 
65'11 

78-13 

~," 
2S'as . 

'70" 

)(r. B. D88: It has gone Up since the last Budget. 

Sir BariSiDgh Qour: I am coming to that, and now it is g~~g to be-
surcharged by 25 per cent: 

"Even where the income is all unearned, the tax on an income of Rs. 2,400 fot' all. 
d~s of __ other thUl companies and registered firms, it Rs. 62'S in India., 
&~alD8t &S. 60 for a single person in the United Kingdom." 

~uch was the state of affairs before, as my friend Mr. B. }),as has pqinted; 
out, the ra.te of assessment was increased last year. What would be the· 
disparity between the middle class assessee in India and in England if this 
House accedes to the demand of the Honourable occupant of the Treasury 
Benches by raising his assessment by one-eighth more? 

The Honourable Sir George Schuster: My Honourable friend might 
also take into account the very substantial increases in the British rates. 

Sir Hart Singh Gour: The Finance Member says that I must take into 
account alsQ the very substantial increases in the assessment of British 
income-tax. Yes, 'bir, but will the Honourable the Finance Member also, 
make ·3 note of the minimum average income of the British person and 
compare it with the average income of the Indian, and then he will come 
to the right cOI!.clusion that a saturation point has long ago been reached 
in the assessment of income-tax in this country .• If this were an emergency 
measure which bt'.its own course will cease to exist on 31R.t March, 1933, 
it would even then be obnoxious to the main principle of :lssessment to 
which I have adverted, but we now find. from an under~urrent of the· 
Honourable the Finance Member's thoughts that this measure is intElrided 
~, ~roadblis~ ,~~e pIinciple of taxation il!- this country.. bir, in 1886, the 
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L Sir Hari Singh Gour.] 
then Finance Member gave an ample and emphatic assurance in the late 
Imperial Legislative Council, when the small burden that was being placed 
in the shape of income-tax was necessitated bX the Bunnese War and the 
sudden fall in the price of silver, that it would be removed as soon as 
the conditions improved but far from removing it, the rate has been in-
creasing from time to time till the maximum taxation in this country 

.averages 7 annllS per rupee including the super-tax. That, 1 submit is 
.as heavy a dire.ct burden thrown upon the tax-payers of this country us 
can be borne by the assessees in any country, and when we remember that 
the incidence of this taxation is levied regardless of all prtnciples enunciat-
.ed in the English Income Tax Act, regardless of all principles of justice 
and fair play, is there any Member on this side of the House, I ask, who 
would give the Honourable the Finance Member a blank cheque to assess 
the people of this country? We have been reminded of th~ ~rinciples of 
taxation in the United Kingdom, The Honourable the Finance Member 
just now interjected a ;remade that in the United Kingdom the rate of 
income-tax has been very recently increased, but if he would be good 
enough to read the appeal which has been signed by no less than 54 Mem-
.hers of this House, he will then understand the trend and volume of 
grievances from which the people of this country and their representatives 
in this House suffer, and which they time and again have been asking the 
Honourable Members on the Treasury Benches to redress and for which 
they ·have been asking in vuin. The whole principle of te;xation in this 
·country is'diametrically'Oppased to' the principle of· taxation in the United 
Kingdom. As you are aware, in the United Kingdom the aases"'J;llent is 
made by what is known. 88 the Income-tax 'Commissioners', who are ordi-
narily honorary men drawn from the people, and an appe.allies ,to w-nat are 
called Special Incotne-tax Commissioners, who are courts of appeal un· 
connected with the assessment, and then if you wish to appeal to the High 
.court you have to pay only 158., and you can refer the case to that High 
Court. What are the foots here? You have an Income-tax Officer who 
'makes the assessment. You have his colleague who professes to hear hiR 
:appeal and the Income-tax Commissioner who hears the petition for revi-
Ilion. Sir, as the Honourable tne Finance Member has vast experience of 
(lther countries, I ask him has he ever seen a situation like this, where 
you have the same man assessing the assessee, a man of the same Depart-
ment hearing the appeal, and the head of that Department hearing the 
petition in revision. Long before the advent of British rule in India, Wl' 
had a replica. of HlP procedure which waR adopted by the nine tyrants of 
Venice during the days of its decadence, and that procedure was this. A 
policeman drew up a confidential note against a person and then he sent 
it to his Ruperintendent of Police. who inunediatel.v called up the persoll 

and said, "You have committed a most heinous crime. You were a mem-
ber of a dacoit,v gang last night. You say you know nothing about it and 
that you have been dining with the Deputy Commissioner of the Distriet. 
That may be so, but my report says that you are guilty and you are sent 
to jail for seven years ". That was the procedure which the nine tyrants 
of Venice adopted. Tllat was the procedure in the early days of criminal 
administration in this countrv. Sir, we hRve to live an'd lerun. Here in 
the yoar 1931, when the whole' world ~as been democratised, when the peop~e 
in this country are crying aloud for their emancipation, we, have thiS 
archaic procedure enacted as far b~ck ~s 1886, if not . in th.e ea,rly _ se!ellties, 
when the .assessing officer was a court of appeal' and the aBsellsing Qflicer 

- - If. '- ., •. ~ .. ,.... . ..' -
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was a court of final revision as well. Have you heard of a· monstrosity of 
this character anywhere on the surface of the earth? And yet with seeming 
confidence the ·Honourable the Finance Member comes up before us and 
says, "Give us 25 per cent. of surcharge". Not only that. Honourable. 
Members have perhaps not read clause 8, because if they read clause 8 
they will find lurking therein a proviso which is as singular, 

as unique, as unprecedented as any provision of that 
4 P.X. character can ever be, placed upon an Indian SLatute-book I 

Tum to clause 8, and look at the last clause of clause 8. Sub-clauses (1) 
and (2) of cIaul'e 8 deal with what you may call the principle of assess-
ment. Then YOll have sub-clause (a), which deals with Part II of Schedule 
II of the Act dealing with the additional tax, and then comes the main 
clause. Now resd that clause. Let me read it : 

"The Central Board of Revenue may make rules ... (MT. S. O. Mitra: "Any 
rules. ") (ii) regulating the procedure of inco~e-tax authorities in securing the asselll-
ment and collection of the tax and the granting of refunds arising therefrom." 

You give, by one stroke of the pen, a power, unfettered, unlimited and 
uncontrolled, to the Central Board of Revenue to make statutory rules 
such as they may consider fit and proper, to make assessments and to 
realize the same. Why are we here? We might have passed a short 
statute giving the Honourable the Finance Member full rule-making power to 
make all assessm.ents, to realize them in any way he likes, and to exempt 
any person he chooses, and our business is done! 

Sir, we the Member! of the Legislative Assembly, feel astounded at 
the boldness of those who venture to think that Members on this side 
of the House will walk into the trap which has been so cunnin-gly laid 
for them. I am surprised that even under the Act of 1886. even under 
the Act of 1922, the Act which rules the day, the Central Board of 
Revenue (consisting of one or two individuals) have no power of the 
character with which they would be armed if· this clause is enacted into 
law. Sir, if that were all, it would be sufficient for Members on this 
side of the House to throw out this clause, but that is not all. As 
Honourable Members one after the other have said, we have been feir a 
very 'long time, at least ever since we assumed office as Members of the 
reformed Legislature, asking the. Honourable occupants of the Treasury 
Benches to revise their laws and bring them into conformity with the 
spirit of t.he age. Year after year we have been pressing upon the 
Honourable the Finance Member that_ if he wants the support of the 
elected representatives of the people here, he should reform the proce-
dure, and correct the machinery for the collection of income-tax. That 
has not been done; and, as a' last resort, 54 Members of this HOlise 
have taken upon themselves the onerous responsibility of revising that 
procedure in the shape of a non-official Bill. Surely, Sir, when the atten-
tion of the Honourable the Finance Member was drawn to this, flagrant 
departure from the normal law it was the dut,y of the Finance Member 
to persuade his· colleaaues to ~ssume the responsibility for this measure 
find to say to his ~ll;agues, "I cannot place a beavi~r burden. upon the 
shoulders of the assessee in this eountrv un less at the same tIme I am 
able to assure him th"tthe machinery for the collection of taxes wOll1d 
be imt>roved Rnd would be brou'!ht· -into great,er ('onfrl"l"ity wit,h the 
practice of modern oountries". Has he dOM that? 'He h~" donenoth:n'! 
of the lcind. 1I~ 1~av08 the non-official Membe'l'S on this aide of the 
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Hause. to. take their chances in the ballot for the promotion of their 
~easW"e, and yet he wants you to support his Bill for the increase of 
the inoome-tax to the extent of 25 per cent. 

Some Honourable Members on this side of the House may be under 
a misapprehension that this clause will only tax the rich man. Let 
me assure them that it will tax all persons who have an Ilnnual incoIlie 
of :as; 2,000 or more; and let me once more warn those of my friends 
who live in glass houses and feel secure that, because they enjoy agri-
cultruml incomes, therefore they would be free from this burden. Let 
me tell them' once more that if they ever suffer from this delusion, they 
will wake up only to find that they, along with the rest of the community, 
are thrown into the maelstrom of this taxing reform. Sir Walter Layton, 
Sir, recommended the levying of income-tax upon agricultural income 
and the levy of a succession duty. Those of my Honourable friends who 
hail from Bombay must remember that the Bombay Government have 
already tabled' a Bill for the purpose of levying a succession duty both 
on the demise of Hindus and Muhammadans. (Hear, hear.) Sir, here 
my friend, the Honourable the Finance Member, makes it difficult for 

. us to live, and our friends in. Bombay make it difficult for us to die! 
(Laughter.) Such is the situation in which the Members of this House 
have been placed by the combined action. of the Government of India and 
the Local Governments. We were told the other day that a decision 
had been reached at the Round Table Conference that the incorr,e-tax 
would be a provincial tax. If that is so, I should have thought that it 
would have been wiser on the part of the Honourable the Finance Member 
to just carry on and not revise the taxation policy alid broadbase that 
poliCy in the manner in which he proposes to do it. I feel, Sir. that the 
Honourable the Finance Member must have got a secret despatch in his 
pocket, that so far as the proposals of the Round Table Conference- are 
concerned, they have been thrown into that fabulous waste-paper basket 
which my Hono1uable friend, Mr. Brooke Elliott, proposed to present; the 
otlher df!ly. (Laughter.) (Interruption.) I am told he sold it, but I 
think he presented it--it is either one or the other. But the fact remains 
that the Government of India, contrary to the constitutional usage of 
staying their hands by not embarking upon a new policy pendin.g the 
decisions of the Round Table Conference, have now launched this Bill, 
which they at one time called an emergency measure but which. judg1ng 
from the speeches they have been making and the speeches which the 
Honourable the Finance Member in partioular has been making both 
in opposing the abolition of the import duty on raw cotton and in 
resisting the amendment to clause 7, that the Government' of India 
intend that these taxes should be perpetuated and become Q part of the 
ordinary law. That can only be because the Government of India., who 
last yeaI' had ovposed these taxes, have since been persuaded to exvloit 
the avenues which they themselves had found justly closed to them. 
What may be the secret. what. may be the reason is more than I can 
say. But one thing is clear, that 'the Government of India, of which 
the Honourable Sir Geor!!'e Schuster was so distinguished a. Member in 
September, 1930, were riuht in not believing that the rates of income-tax 
shoulli be raised and that its limits should be lowered. What has occwrred 
between then and now for the Honourable the 'Finance Member to make 
such 8 startHDIl "'QUe face I am not in a position to say. I should. have 
~eith8\; the HQnOU1.'able the Finance Member would have poured 
oil:upon . ~ ~ubl~ "'''Te& of opposition, ?y saying that these. are., all 
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tempor~ry taxes brought about by the emergency and that they would 
be rescmded as a certamty on the 31st March 1933. Sir, that would 
have been a mitigating fa~tor; that would have, aUeviated ,the misgiviBgs 
from WhICh we on tills sIde of the liousesufter, namely, tAat these 
so-called temporary taxes are only thin ends of the wedge and that as 
the income-tax of 18B6, which was imposed 'for a couple of years, ,has 
been continued up-to-date, this measure, if passed into law, wm also 
become a part and parcel of the permanent Statute-book. I therefore 
think that none of us,. agriculturist or non-agriculturist, urban or rural, 
the so-called rich or the so-called poor, should ever feel the slightest 
hesitation in combining to oppose by our solid vote clause 8 which, as 
I have said, is not only vicious in principle but adopts a, novel procedure 
,unprecedented in the tiscal history of this country. (Applause.) 

Mr. ,11. P. Ilody: Mr. President, we must congratulate ourselves thai 
we have all come pretty well near to the end of our agoiy. I do not 
think that the discussion of the last few days could have done any good 
to the health of my Honourable friend the ,Finance Member, and I hope 
he will realize that it has given us on, this side of the House no pleasure to 
offer the stout opposition which we have felt compelled to offer to some 
of the proposals which he has placed before us. Sir, we have come to 
the end of the process very nearly, and within a very few days we shall 
have gone. home with the conviction that, after all, the Budget has been 
balanced. It may be, Sir, as an American journalist once remarked, 
that it is very difficult nowadays for a fellow to support Government and 
a wife on one income. (Laughter.) 

Sir Muhammad Yakub (Rohilkund and Kumson Divisions: Muham· 
madan Rural): Choose between the two. 

111'. ]I. P. ](od1: We may be obliged to make a choice between 'the 
two. Those of us who have happily or unhappily remained in a state 
of single bliss may have to make the choice but whatever our decision 
we will at least have the satisfaction that the Budget has been balanced. 
Sir, let me say that I am greatly disappointed '\\lith the attitude takell' 
up by my friends in the European ~roup. I know them all and I ha.e 
respect for them. But they seem to be obsessed by the notion that 
once they are faced with a deficit, their only business is to support the 
Government and see that the Budget is balanced. May, I ask them 
whose responsibility it is to balance the Budget? I can under.stand, if 
our oo-operation was invited in the only sense in which co-o~rlltion ean 
become real, namely, that when we offer suggestions which are pra.::tical 
and reasonable, they will be duly considered, if our co-operation is 
invited on that basis I can understand our responsibility in the matter. 
It may be t4at, when our co-operation at some date is asked in this 
way, we may come forward with 8. Budget which may be equally un-
popular; we may be unable to devise taxes which may be free from the 
objections which have been levelled against the taxes suggested by my 
Honourable friend. But at that time we shall come forward and &ay, 
"We have failed to balance the Budget in any other way but the one 
which we have pl~d before the House". and then we shall be ready to 
take the full odIUm of the measures WhICh we place before the House. 
But till that staae is reached, as I pointed out this morning, as long aa 
We are working in an atmosphere of unreality, it is not our business to 
shoulder the responsibility of balancing the Budget, and I am therefore 
surprised 'that my European friends should be so obsessed wi~. ckle, point 
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of view, that in spite of the fact that they have so many obje~tions to 
the Budget, they have actually walked into the Government lobby on 
every smgle occasion. A little mistake-and I venture to subrrut it is 
a rrustake, that my Honourable friends in the buropean Uroup are 
making-is that they imagine that they have only to suggest to Govern-
ment that such. and such a duty should go off the moment normal con-
ditions are restored, and the thing is done. I give my fnend the 
}t'inance Member full credit for honesty of purpose. I thInk we have 
all good reason to rely on his honesty and the straightforward way in 
whlcn he deals with the House. But, Sir, it has often happened- for 
one reason or another that, once a duty always a duty. It seems to 
me that to the .Finance Member, "A thi~g of duty is a joy for ever". 
Sir, 1 am fortified iIi this conviction by an interruption which he made 
the other day when my Honourable friend the Leader of the Nationalist 
Party was speaking. He said that there was not the slightest reason 
to think that the duty on cotton would go off after the emergency had 
passed away. Let my friends on the European Group ponder over this. 
Let them push to its logical conclusion the attitude which they have 
thought fit to adopt on this occasion, and they will see that every time 
there is a gaping deficit in the Budget, the obsession that they have that 
the Budget has got to be balanced will make them walk into the lobby with 
the (iQvernment no matter what the.ir own personal views may be, about 
many of the proposals. 

I come now to my principal objection to the surcharges which are 
made from time to time on the income-tax. I have pointed out in the 
course of my general observations on the Budget that one of the worst 
features of this proposal is that it seeks to ~ntinually go on taxmg a 
very small number of people in this country. I would like to repeat 
. that out of the total tax revenue of Rs. 85 crores, as much as Rs. 19 
crores are hoped to be collected this year-19 crores out of 330,000 people. 
No matter what the exigencies of Government may be, such a thing 
can never be right, and I want to ask my Honourable friend whether 
he proposes to go on indefinitely with this process of pouncing upon 
pockets which are fast becoming empty. At the beginning lIf this year 
he. made a substantial increase in income-tax, and he now finds that his 
deficit on the income-tax will amount to over Rs, 1 erore in the current 
year If he 'goes on making increases, does he think that he will get 
what he expects? -

Sir, another strong objection is that this income-tax is' becoming 8 
very heavy burden on trade and industry. My Honourable friend, tht! 
Leader of the Nationalist Party, just said tha.t some people on this side 
of the House seem to think that after all there is nothmg wrong 
about 8 surcharge on income-tax; there is an income waiting to be taxed 
and so long as there is an income and a fat fellow to be bled, SO long 
win the proctJBs of bleeding be morally justifiable. Let not my friends 
imagine that this is a tax mainly falling Upon the rich. Apart from 
the fact that incomes of Rs. 2,000 and over lire to be taxed, let Honour-
able Members on this side of the Bouse remember that a large number 
of people who directly or indirectly pay the tax which companies ano 
unregistered firms pay are people of very modest incomes. After 1n, 
when 8 company pays income-tax or super-tax, whose pocket does it get· 
it out of? The company is not an individual; it is an entity, &nd ihe 
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company can only pay the exactions made upon it by getting them in 
turn out of a very large number of small investors who are interested 
ill the fortunes of that company. . . . . ' 

Sir Bali Singh Gaur: And by lowering the wages of the workmen. 

JIr. B. P. Jlody: It may be that in many cases wages have to 
be lowered. I have pointed out already how many burdens are being 
placed upon trade and industry, such as a ·high bank rate, a rate whil"h 
makel> it impossible for industrial concerns to find finance in these hara. 
times, Imd high prices paid for stores, materials and the like on account 
of raising customs duties. All these things directly and indirectly reflect 
V~l'y aUV~l'b~!y ul'on CUlllpallW::; cunylllg Ull j,nWe and illUUl:ltl'y. 1n this 
COlllltlCLiOn leli lli~ r~aa. 1.0 you a vuy perLlllent quoLliLwn trom tn~ 

~'/meB of 1 ndla, whose welgnli, intiuellce and mOutlraLIOll Call1l'.lli be 
questlOned by anybody. 'l'ne 'toneB Of india in a leaO.lllg artICle II few 
WeeKI> ago saId: 

"In every developed country capital is the necessary propulsive power of produc-
tion, and tnat power 18 dimlllished by what the l:ltate "l'prOlll'i~tes to spend on Its 
own purpolle~, wnetner aI1Ul.nl~tl'atlve, IDllltary or 'bOClal. i:)!'ea .... lllg uo~ w ... 1' .... s 
ot etille&! tlleory uut of actuallty, It ·ue.OHgs' to the community mO.e tDan it (loe~ to 
tI.e C&l'lt.JJ.ilIt. '1'he latter 'ha.;', III an exclu~lve ioen.oe, what he spend6 01 tue llltel'est i 
tne co~mumty has tue use of the principal lOr the mallltenance of industr.al ~unc
Lions without which its life would be impossible. And every penny that the capitalist 
saves (and it is the rich who are the SUUbt.illtlal savers) goe.; to augment tue uauona.l 
money pool which irrigates the whOle common exiatence. It may conceivablY lie 
desirable to squeeze the rich for the good of their souls or some other beneficent 
purpose. But the moment that the pl'oce;d lIegins to impinge on theIr saVlllglI, the 
econoHlic life and freedom of the whole community are made to sufter along witJl 
them." 

Sir, it is as well to remember that even if on very large incomes the 
proportion of income-tax is higher in England than in lndia, there are 
substantial reliefs granted in England which are not granted either to 
companies or individuals in India. I have spoken strongly about tr.e 
way in which what is practically a capital levy is made upon individua~s 
and companies by not permitting them to carry forward losses. If I 
make a profit of 2 lakhs this year, a loss of 3 lakhs next year and 
another 3 lakhs in the year after, on the whole I have made a loss of 
~ lakhs and yet I have paid to the State on 2 lakhs a very heavy 
Income and super-tax. 'l'hat is nothing but a capital levy. It is useful 
~o remember besides, that when in England it became necessary to 
lllcreal!le the incidence of income-tax, the Chancellor of the Exchequ6l' 
thought it necessary to go to the relief of trade and industry by allowing 
for a larger amount of depreciation. 

Sir, I do, not want to cover every point. I should just like to say 
that my Honourable friend Mr. 'l'ait, to whom we listened with great 
pleasure, has made out a most damaging case against the present pro-
posal. If his figures are correct-and I happen to know that he has 
devoted a great deal of time and thought to this subject-as mUch itS 
6 crores of rupees is 10Rt to Government by way of evasion. 1£ thes~ 
figures a~e c?rrec~ •• then I want to know how my Honourable friend or 
any of hls fnends can go with the Government and support this taxation. 

On~ more point I would like to make, and that is with regard to 
the question of retrenchment which has been discussed here times 
Without number .. .1 only want to s~y tw, ,that is, that while in private 
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employment and in the ordinary channels of trade and industry and 
busmess, employers have effected retrenchments for the last two years, 
the Government of India are still waiting to receive some sort of sanction 
or approval and are not able to effect any cut in salaries until the first 
of December. Long after every prudent private employer or ma..n of' 
business has thought it necessary to carry out retrenchment, the Govern-
ment of India are still waiting. I will not say how that has come abolLt, 
the fact is there, that the cut in salaries has not yet been effected. 

My Honourable friend, Sir Harj Singh Gour, referred to the stoml 
that was raised when income-tax was increased last year by a very con-
siderable percentage. We then said to the Government of India, "Give 
us relief as soon as possib!e". We protested against the impositions snd 
we expected that in the next year's Budget we would have a remission 
of the e:ll:tra percentage which they got out of us in March. The Govern-
ment of India's reply to that has been more taxation, more increases in 
the income-tax. It reminds me of the Scotsman who, being asked Lo 
contribute to the local orphanage, sent two orphans. The reply of the 
Government of India to our demand for a reduction in income-tax stands 
in the same category, and I hope, Sir, that with the same unanimity 
with which we have carried other cuts we shall on this side of the 
House vote unanimously for the amendment. 

lIr_ Arthur Koore (Bengal: European): Sir, Mr. Mody touched my 
heart very much when he referred to the attitude of the European -Group, 
for I do feel that we come here like lambs to the slaughter. (Laughter.) 
I ask Mr. Mody to believe that it is definitely the view of the Europ8l.\n 
Group that not only this Budget but the present scheme of taxation 
bears particularly hard upon the European, and that it is aetually im-
possible for any normal European to forget the subject of taxation at any 
time of the day. I would ask him to consider the life of any ordinary 
European in this country. I wake up in the morning and I drink a 
cup of taxed tea ..... 

:Mr. B. P .• JIody: With taxed sugar. 
JIr. Arthur .oore: I am afraid I save nothing by the fact that I do 

not use taxed sugar. I read some 'newspapers printed on taxed paper 
with taxed ink. I then have a bath with taxed soap, and when I dresB, 
-every garment that I put on is taxed· I brush my hair with t,llxed 
brushes; I go to my breakfast which I find laid on a taxed cloth with 
taxed knives, forks and spoons and dishes: I eat some taxed bacon 
with a free egg, and then I come to the Assembly in a heavily taxed car, 
which is driven by taxed motor spirit, and uses taxed oil. Then I find 
something different: here at least I have the privilege of listening to 
.free speech in unlimited quantity. (Laughter.) My lunch and my 
dinn~r are a repeti!,ion, only more so, as reg~rds taxation, of my breakfast; 
and If I manage 10 between t6 attempt WIth a taxed racket to drive £> 
taxed ball oyer a taxed net, in the end I may by all these cares be 
driven to drink; and the Honourahle the Finance Member has taken 
p:ecautio~s ~hat I shall have a ta~n drink. After dinner if I go to the 
cmema, It IS taxed as an entertamment, and the film itself is taxod 
already. Is it much wonder, that when I finally get into my taxed bed, 
1 t~ank Heaven that the Finance ¥ember has not yet fJuooeeded in 
taXIng my sleep. Well, that is the life of n European iii. this country, 
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and we contend that when the larger part of an increasing revenue; is 
raised by the simple scheme of increasing import dtlties and increasing 
taxes on income, it becomes increasingly difficult for a European to live. 
The reason why we do go as lambs to the slaughter, the reason why 
we have adopted a very different course in this session from that which 
we adopted in March and from that which I feel pretty certain we shull 
be compelled to adopt in the future, is this and only this,-that we are 
convinced that there is in India a national emergency, and that there 
is 6 burden which has to be shouldered; and we are not pi'epared that 
our Indian fri~nds should say that we failed on that occasion. 

:Mr. Amar lfath Dutt: S:r, I have an amendment to this clause 8; 
but as I am afraid, like the other two previous clauses this clause also may 
be deleted and I shall have no opportunity to move the amendment, j think 
I should say something about,the clause itself. I whole-heartedly support 
my fr~nd Mr. Lalchand Navalrai. I do not know whether the cry that 
has been raised from interested quarters has been inlipired f~'om ove~ there 
or whether it was a s·ncere one, that we should not allow t:he rich to escape 
and" that they should not be taxed heavily. As my HODoerable friend over 
there, Mr. Studd, has given us to understand, the word "rich" is a relative 
term; and a man getting 10 rupees a month may consider p. man getting 
3f} rupees a month a rich man. I agree with him, and I think there are 
people here whose incomes go into six figures and still to some peopie they 
are not rich, while to others they are very rich. That being so, I do not 
think we can discrim:nate between the so-called rich and the f;o-calleu poor 
while the axe falls so heavily upon them. It is only five or six months 
since we have had the enhanced:ncome tax; and that for what incomes? 
On incomes ranging from Rs. 2,000 a year upwards. Even that inrome-tax .. 
on Rs. 2.000 has been raised from 5 to 6 pies in the rupee. I think Hop--
ourable Members here can well realise the difficulty of a man whose income 
is Ra. 2,000 01' 3,000 a year, or even Rs. 4,000 or 5.000 a veal'. even 
Rs. 10.000 a year. to pay income-tax at the rate fixed by the Finance Act 
of 1931. As for those people who are burdened with fam'lies. who have 
children to educate, who haVe daughters to marry, I think the.ir incomes 
of Re. 5,000 to Re. 10,000 a year ought to be exempted from ::Ill income-tax. 
The income-tax is a very inlquitous tax. The principle of t6.xation accord-
mg to the old canons of our H:ndu sages was that nobody should be deprived 
of more than one-sixth of t.he produce which he gets from his land:· and 
theref'ore the. King was called Sasthansnbhak. Here my Honourable friend 
the Finance Member wants to make the Government of India Sama!:!rnbhak, 
the devourer of the whole income which we get. In levying surer-tax. 
upon the rich people, you must als:> remember that those are the people 
through whose benefactions we have so many char'table instltut'ons in the 
land which benefit the poor. Go to the town of Bombav, Sir, YOllr own 
town, and vorl will find there the Sir Cowasji J" ehangir HR.lI, the Ccwasji 
Jehangir Eye Infirmary and several such institutions. If one ha:; to pay 
half of his income in the name of income-tax and supertax then all 6uch 
pubFc benefaction9 w.ill cease and that will not benefit the poor .. I have 
calculated: that people whose inco~ is a little over 6 lakhs per yefl!, have • 
to pay more than half their income under the Finance A.ct of 19H1. III . 
all conscienee. it s~mB to me that the shar~ t.hat was laid down hv t.he 
Rndu K'n~soi. taking one-sixth from their subiects is the max:mum that· 
you can claim. But here YOH wnnt to hElve more than' half. To that I 
objeat, .and ~o I have put do.wn an amendment to lower Ihe incl'\me·t!I.X; . 
~,faekthe..I: •. ot.in,()Q~"ou- incQJ:Xm·OUeas tball RI. 10,000 ought· 
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not to have been increased in the way in which!d; was done and the .Finance 
Member uO"ain comes before us and asks us to increase it by ith f01" six 
months which means that he wants to increase it by tth,-irom 6 to 7, 
pies in' the rupee in respect" of poo~ pe?ple whose. income IS Rs .. ~;OOO, 
.Rs. 4,000 or Rs. 5,000 a year. To thIS, SIr, we certamly cannot tlUbm~t. In 
fact I would like to reduce this ine-orne-tax to the extent of one haH If that. 
wer~ possible, if this amendment for the deletion of the clause is Dot c:uried. 
But I hope it will be carried, for that interested cry does not appeal tu us 
-that there is no harm in robbing the rich for the benefit of the POOl'. It 
is not really benefiting the poor, it ~s rather depriving the poor of the 
various charities that they receive from the rich. . 

Sir, I was surprised to hear from one Honourable M~mber about. the 
evasion of payment of income-tax. I do not. know what hIS. own eXl,el"len~e 
is :n this matter,-I ~o not care t{) know It. Probably hIS experlOllce m 
the matter is confined to a few commercial magnates like himself. J do 
not know whether they are really guilty of evasion of payme~t of income-
tax or not, though he snys that there are many commerclul magna.tes 
who are extremely moral. Probably exploit.ing India according to 
him is not" immoral. I do not know the meaning of that insinU!tt.ion 
that there is evasion in the payment of income~tax; I shall just 
dte a sh0rL incident to the House. an incidp.l1t wbil'h came to my 
knowledge during my professional cl\reer at the bar. I am the 
owner of a market in a vilhlge far off from the district town wht're 
I practise. Suddenly n half naked person came to me one day nnd 
I said. "Oh, I have seen you somewhere", and he promptly replied, 
"Yes, Sir, I am one of those cloth sellers in :vour market in the village. 
But here is a notice served on me for paying income-tax". I was surprised 
that a man who hawks about cloth in a village market should have been 
served with a notice for payment of income-tax. At that time, I may 
tell the House, the limit of income-tax was Rs .. 500, and this man was 
asked to pav an income-tax of Rs. 20, while his whole stock was not worth 
more than Rs. 30 or Rs. 40. That is the wav 'n which. the watch dogs 
of the Finance Department adm'nister the Income-tax Department. and I 
can tell the House that, so far as professional men are concerned, they are 
taxed more than their income. I know a junior pleader who was asked to 
pay a higher tax than he was rell.l1y liable to pay, and the advice ('ame 
from the Income-tax Officer himself, who said that, unless it is '5:l'en out 
that your income is h'gh, you will not be able to get higher fE:es. That is 
the way by which the professional people are taxed, and the les!! said about 
the Income-tax Department the better. In mofussil towns, at least in my 
own prov'nce of Bengal, there is no evasion from people who ought to pay 
taxes. rhere may be a few rich people, who resort to such evasions,-
but I cannot say anvthing about -it. I do not sav that the commercial 
magnates pay less than what they ought to pay;'if an evasion lS there 
it may be there, but I do not care. to know it. 

• Sir. it was really a great surprise to me to find mv very flmiable frit'nd, 
the F;;end of India, Mr. Moore saving that the Eurone~n Group comes 
here lIke so manv lamh" to hp I'lRl1 17hterp.o. I heRr ako fl !'linist"'r voice 
from a corner of the House that they are wolves in sheep's guise. (Laugh. 
ter.) I do not subscribe to that opinion,-I wish thev were RO mflnv la.mbs, 
a~d T-. hone thev are 80. Thev arp, inoRenl'live no d011ht. hut ntthe !lame 
$lme III all measures, be they good for the co\mtry or be. tbey good fot the 

tI'. 
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good of their own community, ~hey walk into the lobby with those who oc-
cupy the Treasury Benches. Sir, I think if they want to have any connection 
with India which will be for the mutual benefit of their country and our 
own,-for I believe that it is an all~wise Providence that lias mixed up our 
dest.iniesand that we are destined for many a long and weary year to work 
side by side for the common benefit of both of 11&,-of course, at times we 
are apt to forget these sound canons which ought to govern our conduct,-
as I said, if my friends want to have any connection with India, they ought 
to sympathise with our aspirations and desires and work for our good. I 
IUD, Sir, one of those who do not advocate any kind of disorder or anarchy 
in the country. I do not expect to gain anything by disorder and anarchy, 
and I thmk I am more interested in the preservation of law and order in 
this country than my friend over there, for I know that my ancestors have 
lived in this country for more than three thousand years, and I have no other 
country to look to where I can go and settle down, while my mend over 
there can pack up his bag I}nd baggage and say, "All right, good-bye to 
India, we will not stay here". (I.aughter.) So it does not do justice ·.vhen 
he says that some of us. are not interested in the preservat:on of law 'and 
order ... 

Kr; Arthur Koore: I did not say that. 
JIr. Amar llath Dutt: I mean by you the Europeans as well as the 

Official BencHes. 
Kr. President: We are now dealing with the ~ncome-tax surcharge. 
Kr. A:mar llath Dutt: Yes, Sir. (Laughter.) Sir, this surcharge,8S I 

was submitting before the House, will help my friend, who is enjoying a 
hearty laugh over there, to get high and fat salaries for himself !lnd his 
colleagues, but, Sir, considering the income of the traders, the income of 
the professional men, the income of the agrJCulturists have gone down very 
considerably even by 60 or 70 per cent., it is hardly fail' to t'lX the IJeople 
further; therefore, I demanded that in order to balance the Budget f'very 
salary should be cut down' to the extent, not of 30 per cent, tc which my 
friend the Finance Member took exception, but to the extent of 50 per cent. 
and thereby you sliould balance the Budget. If you do not want to serve 
India on reduced salaries to such an extent as I have mentioned, then 
you are quite welCome to go back, and we will manage our own affairs 
(Loud laughter), but do not increase the surtax and super-tax which has 
reached bursting pomt. 

The Assembly then adjourned till Eleven of the Clock on Wednesday, 
the 18th November, 1931. .. 
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