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LEGISLLATIVE ASSEMBLY.
Thursday, 16th February, 1983.

The Assembly met in the Assembly Chamber of the Council House at
Eleven of the Clock, Mr. Deputy President (Mr. R, K. Shanmukham
Chetty) in the Chair.

MEMBERS SWORN.

Khan Bahadur J. B. Vachha, C.LE., M.L.A. (Government of India:
Nominated Official); and

Mt. C. P. Colvin, O.B.E., M.L.A. (Government of India: Nominated
Official). .x

STATEMENTS LAID ON THE TABLE.

The Honourable Sir George Schuster (Finance Member): 8ir, I lay on the
table

(i) the information promised in reply to supplementary questions to
gtmed question 'No. 1281 asked by Mr. Bhuput Sing on‘the 16th November,

(n) the information promised in reply to starred question No. 150 asked
by Mr. B. N. Miera on the 6th February, 1988; and

(iif) the information promised in reply to starred question'No. 254 asked
by Mr. 8. C. Mitra on the 8th February, 1

RETRENCHMENT OF A NUMBER OF INCOME-TAX OFFICERS IN THE UNITED
PROVINCES.

#1231. A recurring annual saving of Rs. 26,000 is anticipated as a result of the
amalgamation of the United Provinces and Central Provinces Income-tax Commissioners’
charges.

Tt is not considered desirable to appoint any of the retrenched Incomo tax Officers
in the United Provinces as Inspectors.

PosTs OF CLERKS AND ARSISTANT INCOME-TAX OFFICERS IN THE NORTHERN
RANGE oF THE MADRAS PRESIDENCY.

*150. (a) 10 clerks and six Assistant Income-tax Officers.
(?) There is one Oriya Routine clerk in the Income-tax Office, Ganiam, and none
in the Vizagapatam office. There is no Oriya Assistant Income- tax Oﬂicer in either
_of these circles.
{¢) The proportion of Oriva clerks to Telugu clerks in the Ganjam District is 1: 4,
At Vizagapatam, all the six clerks are Telugus. There are no Oriya Income-tax
Offi

cers.
(727 ) A



728 LEGISLATIVE ASSEMBLY. [16ra Fes. 1988.

(d) The Oriya-speaking area in the Madras Presidency is very small. There is no
Income-tax Circle the language of whith is exclusivley Oriya. Oriya-speaking areas are
found in Vizagapatam and Ganjam Circles, but in the former the dominant language
is Telugu and even the Ganjam Circle is only about 50 per cent. Oriya. It is nccessary,
therefore, that the establishment employed in these Circles should know both Telugu
and Oriya, but Telugu is much the more important langauge, as it is spoken in many
other Circles as well. A considerable number of the elugu-apeaking candidates for
employment are well acquainted with Oriya, but it is reported that many Oriya-speaking
candidates e‘ther do not know Telugu or know it imperfectly.

(¢) The Commissioner of Income-tax, Madras, is not satisfied that any difficulties
really exist. The Income-tax Officer and the temporary Assistant Income-tax Officer in
Ganjam know Oriya very well, When suitable Oriya candidates with a good working
mledge of Telugu cffer themselves for appointment, their claima will be duly consi-

i
ALLEGATIONS AGAINST THE INCOME-TAX DEPARTMENT OF CALCUTTA.

“254. (a) Yes.
. (b) The Special Income-tax Officers appointed to assess lower incomes are moving
about to make enquiries as is necessary in the discharge of their duties. The peons
accompanying them, having been engaged temporarily, are not supplied with uniforms
with a view to cut down expenditure as much as possible.

(c) Does not arise.

'Sir Thomas Ryan (Director General of Posts and Telegraphs): Sir, I lay
on the table: .
(i) the information promised in repfy to unsterred question No. 224
asked by Mr. Maswood Ahmad on the 5th Deccember, 1982;
and
(ii) the information promised in reply to parts (b) and (c) of unstarred
question No. 229 asked by Mr. 8. C. Mitra on the 12th
December, 1932.
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OVERTIME ALLOWANCE FOR SORTING OF ENGLISH MAILs IN THE GENERAL
Post OFFICE, CALCUTTA,

229. (%) The inward English Mails are generally received on Baturdays in the Calentta
General Post Offire and the Assistant Postmaster in charge draws overtime allowances
because he is required to perform extra hours of duty in connection with the disposal
of these mails in addition to his ordinary duty hours from 11 a.M. to 6 p.M.

(¢) Overtime pay is not denied to the entire clerical staff but only to the auxiliaries
drawn from the Correspondence, Accounts and Savings Bank Departments. When the
mail réaches Calcutta on Saturday mornings, as is now usunlly the case, these men are
allowed to go home after completing the sorting work and therefore do not perform
extra hours of duty and the question of the payment of overtime does not arise.
When the mail arrives late on Saturday night or Sunday morning they are required to
render only about 4 hours of duty on alternate Sundays and in this respect they are
better off than officials in other branches of the Department who have to attend on two
Sundays in a month without overtime for a longer period. Work on Sundays is a
ocondition of service in the Posts and Telegraphs Department and officials are not
entitled to overtime on this account.

Mr. P. R. Rau (Financial Commissioner, Railways): Sir, I lay on the
table the information promised in reply to starred question No. 851, asked
by Mr. Uppi Saheb Bahadur on the 29th September, 1932.

EvRoPEANS AND INDIANS IN THE SUPERIOR SERVICES OF THE MADRAS AND
SOUTHERN MAHRATTA RALway,

*851. The list of European and Indian Officers recruited since 1925 in permanent
vacancies on the Madras and Southern Mahratta Railway with their qualifications is
laid on the table. "An analysis of this list shows that the Railway has not maintained
the proper proportion of recrnitment as between Indian and Eumg:an recruits, and
Government are addressing the Madras and Southern Mahratta Railway reminding
that Administration of their obligations in regard to recruitment.

Statement showing Europeans recruited since 1925 in permanent vacancies on the Madras
and Southern Mahratta Raslway.

Date
Name. Qualifications. of Remarks.
recruitment.
Engineering Department.
1. Mr. W. Cathrow A MILC.E. . lst;) 2;“ehruary
1 .
2. Mr. K. L. Jenkins . .. 18;}5 September
1926.
3. Mr. J.T.Hainea . . Di&lome. C.E. Do.
(Wales). .
4. Mr. G. A. Slater .. 16th February | Subordinate
1931. promoted.
5. Mr. L. T. Buckle 1st April 1930 . Do.
6. Mr.H.W. Robinson . B.A.Eng.(Hons.) | 24th February | On loan.
Oxon. 1929.




STATEMENTS LAID ON THE TABLE.

733

Statement showing Europeans recruited since 1925 in permanent vacancies on the Madras
and Southern Makratta Railway—contd,

Date
Name. Qualifications. of Remarks.
recruitment.
Power and Mechanical.
1. Mr.G. E. Ewing . . . 23rd July 1926.
2. Mr. G. C. Mills . . . 26th Novemtor
1926.
8. Mr.J. Wallace . . . 25th February
1927.
4. Mr. J. Bradley . . 15th September
1928.
5. Mr.G. W. Kyte . . A. M. I. Mech. E.. | 30th March 1928.
6. Mr. G. Kellingly . . .. 1st April 1928 . | Bubordinate
. promoted.
7. Mr. G. F. Williams . 29th August Do.
1932, sanction
awaited.
8. Mr. R. K. Watson 1st March 1932. | Subordinate
promoted.
Transportation (Trafic). -
1. Mr. J. G. Fawcett . . .. 21st  January
) 1927.
2. Mr. T. Stephenson . . . 8th  January
1926.
3. Mr. H. M. Gordon . . 20th March 1931.]
4. Mr. A. L. E. Hooper . oo lltho January
1930.
5. Mr. Edward Lee . . 7th December
1928.
Agency.
1. Lt.-Col. R. H. Btallard, 0.B.E., . 2nd April 1029,
R.E. (Retd.).
Stores Department. .
1. Mr.C. H. Turner . of | 31st Decembor
1926.
2. Mr. C. A. Campbell . 6th  January
1928. :
8. Mr.L. D. Robson 25th May 1928.
Medical Department.
1. Dr.J. Fryer . . M. B, Ch. B. 7th September
1928.
2. Dr. H. B. Martin . 17th September
1932.
Klectrical Depariment.
1. Mr. William de Bruyn 20th May 1927.
2. Mr. R. T. Park . . 15th June 1929.
3. Mr.J.C.Penny . . 11th March 1927.
Audit Department.
1. Mr. W. Jolly . . M. A. (Aberdeen), | 4th April 1830
A.C.A.




RAILWAY BUDGET FOR 1933-34.

The Honourable 8ir Joseph Bhore (Member for Commerce und Railways) :
Sir, the first Railway Budget which it has fallen to my lot to present to this
House unfortunately covers a period of economic depression, unexampled
within recent times in the severity and extent of its incidence. That the
Railway estimates should reflect that depression is of course inevitable. But
there are legitimate grounds for hope that we have at last touched rock bottom
and that though recovery may yet be delayed, we have in all probability
experienced the worst. On that assumption, we have built our estimates.

2. 1t is usual to preface the statement on the estimates of the year by a
mention of any important changes that may have been made in the form of
the Demands placed in the hands of Honourable Members. Two such have
been made in the structure of our Demands for Grants on the advice of the
Public Accounts Committee, and with the approval of the Standing Finance
Committee for Railways. The first is the amalgamation of the Demands for stra-
tegic lines and commercial lines. The present system of having separate dem-
ands has not been found conducive to efficient control of expenditure. Strategic
lines are administered as an integral part of the North Western Railway
system, the expenditure on the whole of which is initiully booked in one set
of accounts. Only a small portion of this expenditure can be directly allocated
to strategic lines ; the major part being distributed between strategic railways
and the commercial railways forming part of the total system proportionately
according to certain formule. The Public Accounts Committee recommended
that separate Demands for Grants for strategic lines should be done away
with, but that information about the results of the working of strategic lines
should be given in a separate appendix to the Book of Demands. We have
adopted both these recommendations. The other change of importance is
that we are showing in one Demand the total expenditure on open line works,
whether the expenditure is technically met from the Depreciation Fund or
charged to Capital. The past practice was originally adopted in order to
emphasise the different sources from which funds were obtained. In so far
as it was adopted for the purpose of controlling expenditure, the practice has,
however, proved entirely ineffective, because the expenditure from. the
Depreciation Fund being a fixed amount, viz., the original cost- of the asset
replaced, cannot be controlléd separately. The system of having separate
Grants has resulted on many railways in necessary adjustments between Capital
and Depreciation Fund being postponed for fear of exceeding the Grant. Here
too the Public Accounts Committee and the Standing Finance Committee for
Railways were unanimous in recommending the change. The information
available to the House in respect of these works will not, however, be reduced
in any way ; as in the combined demand the expenditure charged to capital
will be shown separately from the expenditure met from the Depreciation
Fund. Demand No. 10 will henceforth be utilised only to record temporary
withdrawals from the Depreciation Fund, and 1 trust the occasion on which
we shall have to use it will be rare. A third change of less ieportance is the
addition of a new Demand for interest charges. Hitherto, interest charges
have not found a place in the Demands for Grants, because the total expendi-
ture was non-voted. From 1933.34 it has been decided that railway revenues
should bear a share of the total cost of the management of specific railway
debt proportionate to the railway debentures or loans appropriated for specific
railway purposes. Hitherto this had been merged in the total expenditure
on management of debt in England and met from general revenues in
full.  Similar charges in respect of debt not specifically incurred on bchglgf

( 734 )
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of railways are already being met from railway revenues as the rate of interest
oharged takes these charges into account. This amount is votable and a
Demand will cohsequently be placed before you for the small amount of just
under 3 lakhs involved in this change. We have also made minor changes
in the appendices to the memorandum on the railway budget which I shall
leave Honourable Members to discover for thomselves ; I need only say that
'ﬁney have been made in order to increase the information available to this
ouse.

Honourable Members -will no doubt notice, and, I hope approve, the
change in the size of the pamphlets placed before them. The Pink Books,
which used formerly to be of foolscap size, have now become octavo. The
change combines economy with convenience.

3. May I venture, though probably it has by now become unnecessary to
do s0, to remind Hon’ble Members that when notices of motions for reductions
in Demands are given it would be convenient if, following the usual practice,
they would indicate briefly the questions which they intend to raise ? It
lightens the task of Government Members, who have to reply to these points
and at the same time enables them to give fuller information to the House
than would otherwise be possible.

Financial Results of 1931-32.

4. Before I proceed to deal with the anticipated results of this
year and the next, which primarily concern us at present, it will
prohably help to a better understanding of the general financiat position,
if I first deal briefly with last year’s results. These did not differ
materially from the revised estimate framed this time last year, but whatever
difference there was was fortunately on the right side. The loss in the working
of commercial lines turned out to be 7} crores, or a quarter of a crore less than
anticipated, and that on strategic lines just under 2 crores. The total loss
of 9} crores was met to the extent of just under 5 crores by the withdrawal
of the uninvested balance of our reserve fund and the remaindcr 4} crores, was
taken as a temporary loan from the Depreciation Fund.

Revised Estimate for 1952-33.

5. In dealing with the estimates for 1932 33 and 1938-34, I propose
to follow the recommendations of the Public Accounts Committee and
deal with commercial and strategic lines together. The results of the
latter are more or less constant, being a loss of very near 2 crores
a year and do not therefore affect comparisons to any considerable extent.
Though the budget for 1932-33 was not framed on any optimistic basis and
anticipated a total deficit of 7§ crores, of which 5% crores was on commercial
lines, our present anticipations are that the results will be 1} crores worse.
The deterioration is entirely due to a further fall in earnings. The assumption
that the volume of traffic obtained last year would not diminish has unhappily
beewn falsified. A temporary recovery which continued through many weeks
raised hopes that our budget estimate might be reached, or even exceeded,
but later events proved that our hopes were premature. The position grew
rapidly worse, and our prsent estimate of traffic receipts is 24 crores below
our budget figures. Allowing for the difference of classification of credits
from materials returned from works not, charged to revenue, we expect to fall
about a crore and a third below last year’s figures.
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Our working expenses, on the other hand, are not &xpected to vary
greatly from our budget estimate. Though our estimate of the savings from
the emergency deduotions from pay has been found to have been too high
by very nearly half a crore, most of the consequent increase in our expenditure
is likely to be met by reductions under other heads, particularly in the cost
of fuel. Our interest charges, moreover, are less by about three quarters of a
crorg, owing to the fall in the rates of interest, and our total loss on all lines
including 2 orores on account of strategic lincs, is now expected to be 9%
crores, a figure only slightly above the loss of last year. This sum we have to
withdraw from the Depreciation Fund. The balance at the credit of that
Fund, which was nearly 15 crores at the bheginning of the year and which will
be increased by about 8 crores owing to the net accretion due to the surplus
of our payments into the Fund over withdrawals from it to meet current
replacenents and renewals, will in consequence be reduced to 13§ crores.

Budget Estimate for 1933-31.

6. For the year 1033.34 we ostimate that our total traffic
receipts will be 88} crores and our total working expenses, including
depreciation, just over 63 crores. Net traffic receipts will thus amount to nearly
25} crores. OQur other receipts are diminishing as a result of the gradual
reduction of our balances in the Depreciation Fund and will be practically
counterbalanced by our miscellaneous charges. Taking all these into account,
we calculate that our net revenue will be insufficient to meet our interest
charges by about 7§ crores. This deficit-(of which 5 crores is in respect of
commercial lines) has again to be found by a temporary loan from the
Depreciation Fund, which will stand at the end of 1933-34 at 13§ crores.

In the hope that we have plumbed the lowest depths of the present
period of economioc depression and we may anticipate a slight recovery, we are
placing our estimate of traffic earnings about 1% crores or barely 2 per cent.
above the current year’s figures. This is practically what was aotually
received in 1931-32, and in view of the fact that during 1933-34 our rates
of freight and fares will be at an appreciably higher level than they were
duriny the greater part of 1931-32, I do not think that these estimates can
be considered as unduly optimistic,

We estimse our working expenses next vear at 25 lakhs higher than in
the current year. The reduction by a half of the emergency cut in pay, -
after allowing for the fact that we shall no longer have to pay to the Income-
tax Department the compensation we paid this year in respect of the exemption
of railway staff from payment cf the additional taxation imposed in Novemher
1931, is responsible for a difference of 67 lakhs. OQur estimates allow, however,
for a reduction of other expenditure amounting to 42 lakhs, of which more
than half is in our fuel Lill. We have had to provide for a certain amount
of additional expenditure on repairs and maintenance in order to maintain
our existing assets in good repair, but we hope that our other operating
expenses classified under the heads Administration and Operation will show
a substantial decrease. Both during the current and in the past year the
gratuities payable have been abnormally high owing to the large number of
discharges that we had to effect. The result of these discharges on the cost
of staff will be fully reflected in the expenditure for the next year, and we
have assumed that the decrease due to this cause will be at least sufficient to
sounterbalance the normal increase in expenditure caused by the annual
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increments earned by the staff. This reduction in expenditure during 1933-34
can, however, only be secured by the exercise of the most rigid control, and
railway administrations will have to see that no relaxation of the economy
oampaign is permitted.

7. In laying these estimates before the House, I would only say that
if they produce at first a depreseing reaction, a more careful and detailed
appreciation of the figures which are available to Honourable Memt.ers will,
I am :ure, result in the more comforting conclusion that, consideringy the
conditions under which our railways are now operating, their financial position,
as disclosed by these figures, is one of considerable strength and undeniable
soundness. While we remember that during the two years 1930-31 and 1931-32
the deficits of Indian Railways have amounted to over 14 crores and
that the estimated deficits of the next two years bring up the total to over 31
crores, let us not forget at the same time that during the first six years of this
decade they earned 2 total surplus of over 52 crores and that the net result
" of these ten years after the separation of railway finances from general finances.
will thus be a total surplus of 21 crores. Like other railways all the world over,.
Indian railways are for the moment passing through a period of almost
unprecedented difficulty due largely to world causes. They have suffered
considerably from causes which are common to all railways, but they are not
the only sufferers nor indeed the worst sufferers. A careful analysis of our

osition will, I think, reveal the fact that there is nothing radically wrong in
it. Our net traffic receipts at present amount to about 24 or 25 crores, This'
means that on their capital of about 800 crores Indian Railways are still earning
more than 3 per cent., which is what few other railways in the world are today
in a position to do. Nor must we forget the fact that this figure of net traffic
receipts is arrived at after providing for the full calculated depreciation on.
our assets, and that the amount paid into the depreciation reserve fund is at
the present moment about 8 crores higher than the amount required during
the year to meet that portion of our expenditure on renewals and replacements
which the fund is expected to meet. If, instead of taking the calculated amount
of depreciation, we were to take only the actual amounts required to be drawn
in cash from the fund during the current year, our net traffic receipts would
have amounted to 32 crores. This would have given a return of 4 per cent.
on the capital invested, and our total deficits during the two years, taking
both commercial and strategic lines together, would have been reduced to
barely a crore. Taking commercial lines alone, we should have had profits.
of over 2 crores. I doubt whether any railway in the world of a comparable
character could at the moment show such results.

8. I turn next to a few matters of interest which I think are of sufficient
importance to merit specific mention.

First, let me advert to the subject of our new Capital expenditure during
the coming year. Our capital programme for 1933-34 is a very attenuated
one. Apart from the completion of our existing commitments, it provides
only for bare essentials. No new lines are to be undertaken, the amount
of 32 lakhs provided for ncw construction being only for the purpose
of completing lines already begun. The total amount we expect to
require for all expenditure on works not charged to revenue is 9} crores.
in cash after allowing for a reduction of about 1} crores in stores
balances. Apart from the strengthening of a few bridges which we have
had to undegtake. the only important expenditure of any magnitude is on the
purchase of n nuwber of wagons in replacement of those which have passed
their normal lives and are proving uneconomic to maintain. We are providing
for the purchase of 2,500 wagons at a cost of about 90 lakhs. While this
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i8 expected to reduce our cost of maintenunce of wagons, it willafford assistance
to the Indian wagon building industry at a titie when orders are badly needed-
T should like here to refer in passing to the suggestions that have been made
from many quarters that Government should take the opportunity presented
by the present comparatively low rates of interest and low - prices of material,
to embark on a larger programme of railway construetion and development.
It is undoubtedly true that the fall in the rate of interest has made certain
projects which we had to lay aside as unremuneralive in recent  years more
attractive. At the same fiae, it must not be forgotten that the question of
the remunerativeness of new constructions wiil now have to be examined afresh
with reference to the rival claims and possibilities of road transport much
more carefully than in the past. iy, for instance, a question for careful
consideration whether the facilities sought to be provided by short hranch line
extensions of, or feeders 1o, existing lines, to wldch a good deal of attention
has been paid in Inum in the past, eannot be more profitably supplied as
part of a co-ordinated scheme of road develnp*nent An era of cheaper money
would certainly necossntute our re-examining with care and attention many
schemes wihich would have resulted in a reduction in maintenance or operating
costs, but have had to be laid aside bocause they were not considered
remunerative when higher rates of interest prevailed. All these investigations
and examinations will take some time and cannot affect the next year’s budget.
They will, however, reccive our careful consideration. and the House may rest
assured that when we comne to the conclusion that it is wise and in the
intercsts of railways and the country at large to undertake capital outlay ol
any sort on railway coustruction and development, we shall not hesitate to take
the earliest opportunity of iaving such proposals before you or the Standing
Finance Committee for Railways.

9. Therc have not been wanting critics of our Depreciation Fand procedure
who have suggested that one of the w avs in which we could securo relief for
the railway budget at this juncture is ln reducing our contributions to the
Depreciation Fund and that our present ¢ ontributions are not only unuecessari-
ly high but arc unduly embarrassing in our present financial circamstances.
These criticisn.s cannot be lightly brushed aside. In the ten vears since the
inception of the fund, i.e. durmg the decade 1924-25 to 1933-34, the amounts
paid into the fund aggreguto. 122 crores, while the amounts required to be
withdrawn from the fund under its rules as representing the original cost of
unit assets rencwed or replaced total 87 crores. Had circumstances not
compelled us to tiuke temporary loans from the fund, the balance at the end
of 1833-34 would amount to about 35 crores.

The railway depreciation fund is built up by annual contributions
representing reughly the value of the various classes of wasting assets includ-
ed in our railway property divided by their assumed lives, dificrent lives
being assigned on basis of the past experience to cach class. Such con-
tributions are continued throughont the whole period of the assumed life
of each asset, irrespective of when it is actually retired or replaced.  The
original cost of the asset is withdrawn from the fund when it 1s
actually retired or replaced.  Ordinarily it is to bo expected that,
in  an expanding concern like Indian Railways, the withdrawals
from a fund of this naturc under present circumstances will be
considerably less  than the  contributions to  it; for the lattor
depend on the assets existing at present whereas the former depend on the
assets in existence a number of years ago which are due for rencwal or
replucement at the present moment. For instance, the contribution in
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respect of wagons depends on the number and value of Wagons in existence
now, whereas the actual replacemcnts are proportionate to the stock of
wagons as it was some 40 yeats ago—this being their estimated normal
life—and is based on the toat at that time. Again, we have been,
of recent years, replacing assets bought when prices were com-
paratively low and paying contributions on assets bought at higher
prices. Finally, Indian Railways are still comparatively young; many of
our assets have still 2 long useful life and their turn to be renewed or replaced
has not yet come. On the other hand, it has to be remembered that no
provision was made at the inception of the fund for arrears of depreciation
while money has been withdrawn to meet the cost of all renewals, and we had
a compnratively ambitious programme of works in the years immediately
following the institution of the fund. Premature rénewals have also been
effected to a certain extent. Taking all factors into consideration, however,
the size of the fund gives cause for serious reflection. It is not surprising
to find that the view is held in some quarters that the assumed lives of the
assets on which the contribution is calculateG are too low and that therefore
the annual contribution is excessive. This was considered by the Railway
Retrenchment Sub-Committee who thought that it was probably desirable
to have a special enquiry into the assumed lives of assets on railways on the
basis of past experience but were unable to recommend any arbitrary variation
apart from such an enquiry which they suggested should be left to experts.
They drew attention to the fact that the contribiitions do not take into
account obsolescence and that they aimed at providing at the end of the
assumed lives only the original value of the asset and not the aétual cost of
replacement. I am not sure that we have at present enough data at our
disposal to arrive at an authoritative conclusion on this question, though
comparative figures which I have seen in respect of one of the largest English
railways do not-appear prima facic to support the suggestion that the lives
assumed for the various classes of assets of Indian railways are unduly low.

On the other hand, it is possible to argue that the Depreciation Fund is:
really a Reserve Fund under another name, that, whatever may be the amount
required theoretically to be put by, such considerations ean apply only to
normal times, and that it is doubtful whetlier a commercial concern in similar
circumstances would provide as a matter of course for the full calculated
depreciation in times of abnormal financial strain like the present. As I
have already pointed out, our deficits for the two years 1932-33 and 1933.34.
amounting to 17 crores are- counterbalanced by allotments to the depreciation
reserve fund in addition to actual requirements, to the extent of 16 crores.
If we take commercial lines alone, the position is that the additional
allotments amount to 15§ crores against our deficits of slightly over 13
crores. This is obviously a question which calls for careful examination.

Apart altogether from these financial considerations, it has been pointed
out that the present procedure in connection with the Depreciation Fund is
far too complicated and can, with advantage, be replaced by a simpler method.
The Auditor-General has recently drawn atténtion to this in his comments
on the Appropriation Report of Railways where he says :

“Tt has also been Auggested to me that it is questionable whether the maintenance
of elaborate accounts in the present form really serves any essential purpose and that it
would be more economical and might be as effective to maintain a general renewals
fund built up by percentage contributions on the capital at charge.”

All these questions deserve careful and detailed examination, and it i§
our intentign to have the whole of the arrangements connected with th.e
Depreciation Fund investigated thoroughly .(lglnng the coming ycar. In this
connection, we have also to consider the point raised by the Publi¢ Accounts.
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‘Committee this year, that it is desirable to have an early, settlement of the
permanent basis on which works expenditure should be charged to capital, to
the Depreciation Fund,and to revenue. It is obviously desirable that the
question of withdrawals from the Depreciation Fund should be considered along
with the method of contributions to it. I have thought it desirable to refer
to this matter at some length because of its intimate bearing on our financial
position, but T cannot of course express any, even tentative, views in advance
of the full examination that we propose to institute.

10. We have applied the decision arrived at in regard to cuts in the pay
of the Administrative Services to the personnel of the Railways. During
‘the coming year, therefore, Railway Staff will be subjected to half the cut
‘imposed on them during the current year, but this will be accompanied b,
the withdrawal of income and super-tax privileges. The financial result wi
be a reduction in the savings in the coming year from about 176 lakhs net,
after allowing for payments of compensation to the Income-tax Depart-
ment, to 103 lakhs, while the combination of half the existing cut with the
loss of the income-tax privileges will in effect secure, speaking generally, a
graduated scale of salary deductions. It may be the subject of some
criticism that we should have thought of giving any relief to Railway
employees while our budget still showed a deficit judged according to
present accounting methods and arrangements. The reply is-that the
maintenance of the existing deductions in the case of Railway servants
while half the cut was remitted in the case of the General Administrative
:Services would have resulted in such markedly differential treatment as could
hardly have been justified by the anticipateg financial results for the coming
year. Railway servants of the lowest grades, in consequence of their service
in a commercial department, have hitherto been called upon to submit to
deductions from which comparable categories in the general services were
exempted. They must still unfortunately continue to bear a burden, though
a lightened burden in view of economic conditions, but the arrangemecnts
proposed for the current year will shift to some extent the general incidence
.of that burden. This partial relief to Railway employees must not be
construed as indicative of any slackening in our efforts after economy.

11. Honourable Members are already cognisant of the fact that Mr. Pope
who has had special experience of this sort of work on the London, Midland
ond Scottish Railway is conducting an examination of the possibilities of
securing further economies on our Railways. The Bubject of his special
examination is the Great Indian Peninsula Railway, and with him are
associated officers from other Railways, so that the methods adopted
and the lines followed in this particular investigation may be applied to
-other Railways. His review will, it is hoped, be ready very shortly, and
if, as a result, arrangemente promising immediate economies and capable of
immediate adoption are possible, no time will be allowed to elapse before
we adopt them. In any case, we expect that the most fruitful lines of
further enquiry will be indicated, and these will be pursued in the coming
months. In this way we hope to achieve a twofold object, firstly, the dis-
covery of further means of economy, and secondly, the preparation on
uniform lines for all the railways of a body of acourate figures and inform-
ation as to the costs of various services and as to the methods of working,
which will not only enable us to check up and compare the economy
efforts made on the different systems throughout India, but will also provide
the data on which the expert Committee, which we still hope to get out

next winter, will be able to.work.
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12. We have unfortunately sustained serious losses in personnel during
the year. It is with deep regret that I have to refer to the loss the Railway
Rates Advisory Committee has sustained in the death of its Chairman, Sir
Narasimha Sarma, and I would like to add a personal tribute of regard and
respect to the memory of one who was once my official chief. The Railway
Board has also recently lost, through retirement, its senior Member, Mr.,
Hayman, who will long be remembered for his untiring energy and extraordi-
nary capacity for work. In conclusion, I would wish toacknowledge the
loyalty and assistance I have received from all those connected with the admi.
nistration of the railways with whom I have had to work. Nor must I in
this acknowledgment forget those on whom rests the immediate responsibility
for the day to day running of the great machine who have had a specially
difficult burden to bear. (Loud Applause.)

STATEMENT OF BUSINESS.

The Honourable Sir Brojendra Mitter (Leader of the House): Mr.
Deputy President, my statement of Government business for next week
is very short. The available time will all be taken up by the Railway
Budget. The General Discussion will be on Monday, and the Voting of
Demands on Tuesday, Thursday, -Friday and Satupday. Wednesday is a
holiday.

-

TH{B WHEAT IMPORT DUTY (EXTENDING) BILL.

The Honourable 8ir Joseph Bhore (Member for Commerce and Rail-
ways): Sir, I move for leave to introduce a Bill to extend the operation
of the Wheat (Import Duty) Act, 1931.

Mr. Deputy President (Mr. R. K. Shanmukham Chetty): Motion
moved :

“That leave he given to introduce a Bill to extend the operation of the Wheat
(Import Duty) Act, 1831.”

The motion was adopted.
The Honourable Sir Joseph Bhore: Sir, I introduce the Bill.

THE INDIAN INCOME-TAX (AMENDMENT) BILL.

(AMENDMENT OF SECTION 4.) ;

. The Honourable Sir George Schuster (Finance Member): 8ir, I beg
to move:

“That the Bill further to amend the Indian Income-tax Act, 1822, for a certain
purpose (amendment of section ), be referred to a Select Committee consisting of the
Honourable the Law Member, Raja Sir Vasudeva Rajah, Pandit Satyendra Nath Sen,
Sir Hari Singh Gour, Sir Cowasji_Jehangir, Mr. Muhammad Azhar Ali, Mr, B.. V.
Jadhav, Mr. R. T. H. Mackenzie, Kunwar Raghubir Singh, Mr. N. N. Anklesaria, Sir
Muhsm’mad Yakub, Khan Bahadur J. B. Vachha and't-he Mover, and that the number
of members whose presence shall be necessary to constitute a meeting of the Committee

shall be five.”
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-Sir, in moving this motion and in asking the House further to consider
this Bill, 1 am freading once again on very well known ground. The
memory of the earlier Bill, which was discussed in this Asgembly a year
ago, will be fresh in the minds of all Honourable Members. That, as all
Honourable Members will recollect, was a more ambitious measure, It
aimed at altering the whole basis of taxation, so that s man resident in
India would have to pay tax on the whale of his income wherever it was
esrned and wherever it was received. The House, after long considera-
tion by a mujority decided that that Bill should not go to a Select (‘om-
mittee. [ think, if 1 inay say so, that the House or the majority of the
House made o profound mistake in that opinion and I venture to prophesy,
that when a new Government of India in a ¥Federnl India has taken over
the charge of affairs, it will not be very long before a responsible Finance
Minister looks up the records of this wicked official Government and finds
in that attempt of ours some virtue which he will try to imitate and
gain credit for. But, Sir, the House took a decision and it would of course
be useless for me to come agaim so eatrly to ask it to reverse that decision.
Nevertheless, the position which exists at present. is 8o unomalous and in-
cquitable that T have ventured to ask the House to consider now a much
more modest measure, but one which will, we hope remove at least the
worst of the existing inequalities and anemalies.

The present measure is & very simple one. At present, as ali Honour-
able - Members - know, of income, which accrues or is earned abroad, the
only class of income which can be subjected to deductions of Indian in-
come-tax is income earned in the form of business profits whicl is remitted
to this country within three vears from the date when it was earned. The
present Bill seeks to extend that prineiple to cover all income including
income from investments and to withdruw the period of three years limita-
tion. 1 do not think that there is anybody in this House who can quarrel
with the principle that income earned on investments should be treated in
the same way as business profits or who would attempt to justify the fact
that, if a man living in India sceks to invest his money in foreign invest-
ments and if he brings that income back to this country, he should then
be treated differently to his more patriotic confrere who has invested his
money in Indian rupee securities. T hope that there will be no difference
of opinion in this House on the principle that if income of that kind is not.
received within a period of three vears, it ought, therefore, to be exempt.
T would ask the House and, 1 do not wish now to take any long time in
dealing with the merits of the mensure. just to consider the sirpple insue
which is involved in that particular amendment. Tt means this, that if
tho three vear limitation is retained, then the rich man, the man who
can afford to allow part of his income to accumulate, who does nat want
it to meet his daily expenditure, in put into a privileged position as com-
pared with a poorer man who has {o use the income which he carns from
investments to meet the cost of daily living. T can conceive of no justifica-
tion for making anv such distinetion. That, Sir, is the very simple object
of the Bill. We had originally intended. secing that the measure is of so
gimple a nature. to move for consideration n.pd passing at once, but. on
n further examination of the issues, T was impressed by the fact fhnf,
although the Bill is simple in form, there may be a great many compli-
cations in connection with its operation, and T felt that it was dngn:ablc
that there should be an opportunity for discussion in Select Committee
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of all the pract:ical points and difficulties which might arise. Therefore,
I am only moving now for reference of the Bill to a Select Committee,
I have only one more thing tq say in conclusion and it is this. We
canpot and we haye never been able jn copnection with messures of this
kind to give aﬁy gccurate estithate of the yevenue which would be pro-
duced. N‘evedlhe‘leag! from careful ipngpirieg from the Income-tax
Commissioners we thipk that even from t%is modest measure quite an
appreciable revenue might result. If that is the case, and 1 hope it will
be the cage, I want to ask the House tg consgider that possibility in the
following way. In asking now for a measure which might increase our
revenue, we are not seeking to put additional burdens on the tax-payers
of this country. I would ask Hopourable Members to regard the possibility
of additjonal reyenye rather as a posgibijlity of finding a means in this way
of producing revpnue which would replace revenue which is now derived
from ppher sources. This measure shoyld he regarded o8 ome which, If
it succeeds, will result in a more equitable distribution of the burdens of

tion apd nob an increase in those burdens. I think that I have now
gtu cienply explained the measure to the House and our reasons in moving
i

If the House follows this procedure and passes this Bill, we shall, in
effect, be émbarking on a cdurse very similar to that which has been
followed by the British Government as regards the taxation of foreign
income. The British law, Sir, formerly was very similar to that which
would become our law if this measure was passed. Up till, I think, 1915,
income earned on foreign investments in the United Kingdom wes only
taxed if remitted to the country. After that, they found it necessarv
to increase the scope of their measures for getting at foreign income and
to adopt measures very similar to those which were provided for in the
larger Bill which this House rejected last year. If I may return to what
1 said at the beginning. T think this may be the first step on the same
road which the British Government has travelled. Sir, T move.

Mr. Deputy President (Mr. R. K. Shanmukham Chetty): Motien
moved :

“That the Bill further to amend the Tndian Income-tax Act. 1922, for a certain
purpose (amendment. of section j), be referred to a_Select Committee consisting of the
Honourable the Law Member, Raja Sir Vasudeva Rajah, Pandit Satyendra Nath Sen,
Sir IMari Qinch Gonr, Rir Cowasi’ Jehangir. Mr. Muhammad Azhar Ali, Mr B, V.
Jadhav, Mr. R. T. H. Mackenzie, Kunwar Raghubir 8ingh, Mr. N. N. Anklesaria, Sir
Muhammad Yakubh. Khan Bahadur J. B. Vachha and the Mover. and that the number
of members whose presence shall be necessary to constitute n meeting of the Committee
shall he five.”

Sir Oowasfl Jehangir (Boambay City: Non-Muhammadan TUrban):
Mr. Deputv President. T do not think any very useful purpose will be
served bv trving to prophesy as to what is going to happen in the dim
future. We have indulged in that sort of thing outside the House and
T think it would satisfv us if we could consider this Bill as it stands and
under present conditions.  ‘‘Sufficient unto the day and the evil thereof.”
Mr. Deputy President, when the Honourable the Finance Member
regretted the action taken by this Honourable House on the very unjust
and. T mav sav. extravagant measure that he placed before us a yvear ago,
I on my ‘part not only congratulated this ouse, bqt most, definitely
gtate that this House showed a greater semse of justice “amd a greater
gense of common sense than the Honoureble: the Finance Member on that,

B
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occasion. I do not wish to indulge in any further criticism on this occa-
sion, but when the Honourable the Finance Member talked of past history,
I regret he did not complete his story. 8ir, this Bill, under certain condi-
tions, would be taxing capital, and not income. B8ir, the Income-tax Act
was never intended to tax capital; and if the Honourable the Finance
Member means that a future House will tax capital . . . .

Hr.. H. P. Mody (Bombay Millowners’ Association: Indian Commerce):
'rere is no chance of that, .

8ir Cowasji Jehangir: . ... well, then, why not go straightaway
to communist principles and say that the future House will be right in
adopting principles which will have the effect of depriving us not only
of our hard-earned incomes, but of our capital. The history of thig Bill
is not so simple. It does not go back merely to last year. The Honour-
able the Finance Member did not inform this House that this proposal
had been placed before this House in 1922. Sir, it was included in the
Bill that became the Act of 1922. When it went to a Select Committee,
it was summarily rejected and that rejection was accepted by the Finance
Member. and 1 will read out to you what the Select Committee said on
a provision in the Bill which was intended to have the same effect. This
is what the Select Committee said :

“We agree with the criticisms brought againat the provisions of the clause that
it goes much forther than the object aimed at in the Statement of Objects and Reasons
ang?e in particular, that it makes no distinction between capital and income. We have,
therefore, amended the sub-clause in order to restrict its application to the case of
business profits or gains which are received or brought into British India within three

years of the year in which they arose or accrued in a place outside British India to a
person resident in British India when they arose or accrued.’’

Mr. Deputy President, the Select Committee in 1922 rejected a clause
in the Bill which was intended to have the same effect as one of the
clauses in this Bill. Now, this Bill, in short, means that if there are any
inéomes from investments or business profits accruing outside India, you
cannot bring the income from that business or those investments into India
at any time without being submitted to income-tax. I will give you an
illustration. Suppose you have an income of £1,000 a year outside British
India and it accumulates for some years and it becomes £12,000. Now the
whole of that £12,000 will be liable to income-tax when you bring it into
India at any time after it has accrued, even 20 years after, and, there-
fore, income or savings from income can never become capital under this
Bill. That is in short the effect of this Bill and I am going to appeal to
this Honourable House whether that is a fair state of affairs. Now I
admit that income brought into this country should be taxed, but to
prevent a man converting his savings into capital is not a principle 1
would ever admit or that I trust this House would ever admit. Look at
the unfairness of it, If you brought the income into this country in each year
in which it acerued, you would have to pay super-tax on anything above
Rs. 30,000, but if it went on nccumulating for five or six years and then
you brought it into India, then you would be liable to super-tax on the
whole of it,—only being excused for the first Rs. 80,000. T say, Sir, that
this is not an Income-tax Bill: it is a levy on capital.

Mr. K. Ahmed’ (Rajshahi Division: Muhammedan Rural): Why don’t
you ‘invest your money there in England?
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_ 8ir Oowasfi Jehangir: Mr. Deputy President, I do not desire to go
into any further details of this Bill as it is going to a Select Coramittee.
I am quite prepared to discuss it there, and I can only express the hope
that the Honourable the Finance Member will see our point of view
and will allow such amendments to the Bill as will, in our humble opinion,
be quite fair both to the individual and to the State.

There are many other points in this Bill which I could have brought
12 Noox. the attention of this Honourable House if it had not been

: * going to Select Committee. But when I agree to serve on the
Select Committee and advise this House to allow it to go to Select
Cemmittee. I trust the Honourable the Finance Member will not state
that there is any guestion of principle involved when we come to suggest
amendments to the Bill. There are only two clauses in the Bill and I
take it for granted that it will be open to us to move any amendment
which may have any effect and that no question of order will be raised
that it involves a principle in the Bill. :

Raja Bahadur @. Krishnamachariar (Tanjore cum Trichinopoly: Non-
Muhammadan Rural): Sir, in view of the fact that this Bill goes to the
" Select Committee, I do not oppose it in toto, but I strongly protest
against it for this reason. My Honourable friend, Sir Cowasji Jehangir,
was talking abouf investments; my objection is regarding agricultural
income that accrues to a person outside British India, for instance in the
Native States. Now, Sir, you have got some land, say, in some Native
State. There you have got to pay the taxes including the land tex, and
then what remains—after paying their taxes and after meeting the culti-
vation and other expenses, after meeting the numerous demands that are
made upon the agriculturist,—there is a small margin left; and if you
keep it there for some time, as Sir Cowasji said, for eight or ten years
until it goes up to an appreciable amount, and then bring the amount
to British India, then the tax-gatherer pounces upon it and says you must
pay income-tax. That is very unfair. The first and the most important
principle upon which income-tax legislation is framed is that you should
not tax agricultural income, simply because agriculture pays the land tax
which is the largest item of Government revenue in this country.

Now, Sir, in the case that I have put before you, the position that
vou are reduced to is that you have got to pay the tax twice-over
for the sin of your owning land outside British India.  That, Sir,
is the position that I brought to the notice of the Honourable the
Finance Member when the Bil] was moved last vear and he was good
enough to say that the matter could be arranged somehow or other.
What T mean to say is that the Bill, as framed, purports to
tax any income from g foreign source, and my agricultural income is from
a foreign source, because the Indian State is not in British India. When
it comes here, it is liable to he taxed again; having been taxed once at
gource, it is again taxed here when it is received. It is a double source
of tax on the same income, and, I say. that it is unfair, unjust and
unreasonable. That. Sir, is the reason why I say that I strongly protest
against this Bill and join my appeal with Sir Cowasji Jehangir that this
auestion mav be considered in the Select Committee without regard to
the technical guestion whether it is a question of principle or ,(?etaxl, and
that due provision should be made for a complete exemption of the

B2
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income derived from agriculture from a foreign source. That, Sir, is my

objection to this Bill, and I hope the Sclect Committee will take note
oi it when the time comes. '

Mr. Amar Nath Dutt (Burdwan Division: Non-Muhammadan Rural):
Sir, T must congratulate the Honourable the Finance Member on the
very little opposition that this small Bill has evoked this time. We
know the volume of opposition that it evoked last time, but today even
my Honourable friends, Sir Cowasji Jehangir and Raja Bahgdur Krishna-
machariar, are, I find, both willing to go to the Select Committee. That
is & matter of congratulation to the Finance Member by those who at
that time supported him in a measure like this. Sir, I believe that even
if we had not sent the Bill to the Splect Committee and if we had
considered it here, we could have disposed of it, if so minded, in 15
minutes. But, probably, in order to soften the opposition and to hear
the opposite side as much as possible, the Honourable the Finance Mem-
ber has thought fit to ask that it should go to Select Committec. Sir,
I could not exactly follow the line of argument of Sir Cowasji Jehangir
when he said that there is a communist principle behind it. We are all
afraid of communism, whether we are possessed of crores or thousands
onlv, and T think all these things need not have been introduced in the
argument and a qualified support given to the motion for Select Com-
mittee. It has been said that we are taxing capital. I have looked at the
provisions of the Bill and I have also heard the arguments of the Honour-
able Member whom I referred to just now and I could not find that we
are taxing capital at all. However T support the motion for Select
Committee, and I hope there will be no such opposition as there was
last time.

Mr. K. P. Thampan (West Coast and Nilgiris: Non-Muhammadan
Rural): Sir, I wish to associate myself with what has fallen from my
Honourable friend, Raja Bahadur Krishnamachariar. In the Statement
of Objects and Reasons we find it stated:

It is, therefore, proposed to amend the section in question so as to render ull

foreign income of a resident in British India from whatever source derived, liable to
income-tax in British India, whenever it is received in or brought into British India.’’

The words are ‘‘fromm whatever source derived’’. Evidently agriculture
incomeg are also included. Mr. Dcputy President, you must bLe aware
that people living in Malabar have their lands in the adjoining State of
Cochin, and, similarly, the people of Cochin also have their lands in
British Malabar. They depend upon the income from the land for their
very subsistence. 8Sir, thesc people have got to pay their land tax in
the State and if they are assessed to income-tax also, they will have to
pay a double tax. Already, they find it very difficult to pay their land
tax on account of the very low prices of commodities, and, if this Bill is
passed into law, it will be very difficult for them to get on. T feel I
must, therefore, oppose this Bill. If, however, Government arc prepared
to exclude agricultural income, I shall consider whether T can give my
support to it.

Mr. Abdul Matin Ohaudhury (Assam: Muhammadan): 8ir, I want to
say just two words in support of this motion. B8ir Cowasji Jehanglr'says,
it ig a tax on capital, a capital levy. If it is a tax on capital, it is not
on capital in the country, but & tax on capital that has been exported



THE INDIAN INCOME-TAX (AMENDMENT) BILL. 747

abroad, capital that has been sent abroad for financing British industries
by starving the industries of our own country. And, 8ir, I will not
support that unpatriotio adventure. That is why I support this motion.

My, T. N. Ramakrishna Reddi (Madras ceded Districts and Chittoor:
Non-Muhammadan Rural): Sir, speaking from the point of view of the
smaller agriculturist as well as ordinary middle class people, and not as
u capitalist, I have great pleasure in supporting this Bill. It is quite
natural that a big capitalist like Bir Cowasji Jehangir would oppose this
Bill, but 1 am glad to find that he also agrees to serve on the Select
‘Committee and bring about some modifications in the Bill. My chief
ground for supporting this Bill is that the rich people are comparatively
-escaping taxation, whereas the poorer people who get an income of
Rs. 1,000 come under taxation.

Oaptain Sher Muhammad Khan Gakhar (Nominated Non-Official): You
will do the same, if you are rich.

Mr. T. N. Ramakrishna Reddi: Perhaps I am not rich, and that is
why I am not supporting him; as I already said, I was speaking only on
behalf of the poorer people. There is a very clear case to prove my
point—the case of Sir Ali Imam. He received very large amounts of
money, extending over lakhs, when he had to terminate his services in
the Hyderabad State and then he authorised the Imperial Bank Branch
st Hyderabad to receive that amount and, subsequently, got it transferred
to Patna. Then the Income-tax Officer levied income-tax upon that big
amount, when he refused to pay, and the case went up to the High
Court. The High Court held, applying section 4(2), that this was not an
income which could be taxable as it was not earned in the course of
Z‘business’’. Here, applying section 4(2)—'‘Profits and gains of a business
accruing or arising’’—it is contended that this big amount was earned on
account of the ‘‘services’’ which he rendered to the Hyderabad State and
8o it does not come under ‘‘business’’.

Raja Bahadur @. Krishnamachariar: That was not the ground.

Mr. T. N. Ramakrishna Reddi: That was one of the grounds. If my
Honourable friend wants me to quote the judgment, I will do so.

Raja Bahadur G. Krishnamachariar: I know that case by heart. That
income was cxempted, because it was not received in British India.
The section requires that the income should be received in British India.
Their Lordships of the Patna High Court held that it was an income which
was not received in British India, because you cannot receive income in
two places. As it had already been received in the Residency Bazar
which is not in British India, and having been received there, merely
transferring it to Patna, cannot constitate receiving in Patna, and that,
therefore, the income not having been received in British India for the
first time it is not liable to be taxed. Perhaps if you will refer to the
case you will find that that is the ground on which they disallowed the

claim.
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Ir.‘ T. N. Ramakrishna Reddi: That is also one of the considerations,
but theé High Court’s finding also was that it was not derived out of
business. They expressed some doubt ag to the ground whether the
income was derived in British India or outside British India. But about
this ground they had no doubt at all that it was not earned in pursuance
of a business, and hence they did not levy income-tax on that income.

Now, this Bill seeks to eliminate the word ‘‘business’’ enabling all
sources of foreign incomes to become liable to taxation. I agree with
my Honourable friend, Raja Bahadur Krishnamachariar, that the Honour-
able the F'nance Member should see his way to exclude agricultural
income. He has got very good ground for it, because, at present in
India, the Government are not taxing agricultural income, and when
they do not tax agricultural income, it stands to reason that they ought
not to tax foreign agricultural income as well, whether it accrued or
arose either in India or elsewhere outside India. There you have very
reasonable ground for exclusion of agricultural income from income-tax
and I shall be glad if the Honourable the Finance Member will agree to
it. My Honourable friend, Sir Cowasji Jehangir, said, this Bill aims
at taxation on capital. If that is so, Sir, then the proviso ought not to
have been placed in the clause at all, that is to say:

“‘provided that they are so received or brought in within three years of the end of
the year in which they accrued or arose.”

If the framers of this legislation of 1922 had eliminated this portion,
then it would have been all right, but they have agreed to tax an
income which hag been brought into India within three years. When they
have agreed to that, I do not see any reason why they should not agree
to the tax if foreign income has been brought in India even after three
vears, say, four years, five years, and so on. A foreign investor cannot
be made to treat accumulated income as capital.

8ir Hari Singh Gour (Central Provinces Hindi Divisions: Non-Muham-
madan): His intention is all along to treat it as capital.

Mr. T. N, Ramakrishna Reddi: Why should he treat it as his capital
and escape income-tax? I say, he must pag income-tax. Why should
you invest your capital outside India? (Hear, hear.) There are any
number of struggling industries in India, the capitalist is not coming
forth to improve the industries, and if he finds any better investment,
he is prepared to invest his money in other countries and invest in the
best possible securities. I have absolutely no objection for their doing
so. Let them invest in any other coumntry, but let them bring their
prefits into Indis, so that the profits at least might be invested in 1.;he
country. Capitalists want to invest their profits again in the foreign
country, so that they may not be brought into India for n long time. Even
if they are brought, they will be in the hands of a few capitalists. It
will not be distributed in the country. It will be locked up with a few.

Now, 8ir, the world is suffering from accumulation of gold in America
and France. We are trying to see that gold does mot accumulate in one
country or with one individual. It is always for the good of every
country as well as for every individual that money circulates freely. It
is a very salutary provision which forces capitalists, if they invest capit
outside, to bring in their income in the country, so that they might pay
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a little amount of taxation instead of paying e bigger amount when it i
accumulated, It will also be a checkpofll t%e peﬁn not to accs;ulltal:
the capital, but to invest it in various concerns in this country. I have
great pleasure in supporting this Bill, and I would request the Finance
Member to see that agricultural income is excluded. ;

Diwan Bahadur Harbilas Sarda (Ajmer Merwara: General): Sir, I
.underst.and that t'he principle of the Bill is that income from investments
in formgn countrleg or in any country outside British India, when that
income is brought into British Indis, should be liable to pay income-tax.
TEat is & very sound principle and I do not think anybody can take
cbjection to that. The question that has been raised by an Honourable
gentleman is that if that income remains in a foreign country and takes
the shape of capital, any interest accrued on that capital ought not to be
taxed, though this Bill makes that income liable to income-tax. I am
not quite able to understand why that income skould not be taxed.
Suppose a sum of thousand rupees accrues as income on investments or
‘business -in London : <that amount of thousand rupees remains in London,
and on that amount an income of Re. 200 aecrues. The question is
whether that sum of Rs. 200 should be liable to pay income-tax. As T
understand i, the point is this: because the sum of thousand rupees
becomes capital in England and it is invested there and that, having
become capital, the further income on those thousand rupees, nsmecly,
200 rupees, should, according to my friend there, be exempt from income-
tax. I do not quite see why it should be exempt . . .

Sir Oowasji Jehangir: If I may point out to the Diwan Bahadur, the
thousand rupees is never allowed to become capital: not only is the
thousand rupees not allowed to become capital, but for as many years
as it remains outside India, it remains as income and whken it comes into
India, it will be taxed at compound interest.

Diwan Bahadur Harbilas Sarda: I quite see the point. That is what
I said—that the thousand rupees if invested in any other security or
scmething, according to my Honourable friend, becomes capital and that
should be exempt from income-tax, because it became capital; in other
words, it takes the shape of capital. If that thousand rupees comes to
India just as it accrued, it would have paid income-tax. Why should it
not pay income-tax if it comes after six months, or six years, or
gixty years? What does it matter as to when it comes? It accrued as
income; and, if it accrued originally as income, tkere is no reason why
the nature of the thing should be changed, because it remained there for
a longer time than two or three years. I do not quite see it myself. I
say tkat this is only & way of evading income-tax. I have got some
foreign investments; instead of getting income from them into India as
it accrues, I ask my Bank there in England to invest that money in
gsecurities there. That investment is in reality not capital sent out of
India, but it originally was, and its nature still remains to be that of
income. Any income derived from that income which has now taken the
shape of capital is also income. Bo far as India is concerned, so far as I
am concerned, all that is my income, and I do not see why I shpuld not
be liable to pay income-tax on the accumulated money there if I am
liable to pav income-tax at all. If you exempt me altogether from income-
tax. that is s different thing; but otherwise I think that all the income
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soctititilirbed there which you might call capital or income which in
redlity is hothing but income should be liable to pay income-tax. As far
88 I can see, I do not see much reason in that objection.

But there is another little point about which I want to be enlightened
by the Honourable the Finance Member. As this provision gpplies to
all ificome which accrues outsids British India, I just want to find out
whethet iti the case, which I formulate, the income would be liable to be
taxed: Suppoting s tnan lives in Marwar; he has lived all his life in the
Jodhipur berritory; hig father and bis forefathers also lived there and they
kave a Business which has been in etistence for fifty years or a cent
or two centuries. The man comes and opens & shop in British India an
makes that place His headquurters. The business in Marwar continues.
Whatever capital thete was fémains there: whatever income accrues from
that capitdl in b'usipe_ss remains tgete . But the proprietor of that Marwar
business a8 well #s Busiess in Betish Indid lives in Ajmer; the books
are kept in Ajmer dhd the accousits of all the brapches including the
business in Marwar as well ag those branches which are in British Indis,
they are all ¢htered info the accounts of the head firm in British India.
As a matter of fact, the capital invested and the income afcrued in Marwar
tétmaing theté; but thé entties of profit and loss are made in the account
books kept at the headqparters here. As a mafter of fact, in reality, tkere
is ho transfer of iicome g‘om foreigh country to British India, but the paper
‘entries are made and the accounts of the head firm stow the whole of that
man’s business. Will the income, whichi~acerues to that man in Marwar
and wkich actually remains there, but only paper entries are made in the
head firm, will that income or that profit be liable to income.tax? That is
what I want to know. I do not see the justice of taxing that man’s income
whick, as a matter of fact, does not actually come, but remainsg in that
firm, but is shown in the books kept in British India; and when the income-
tax officer examines the account books at the Lead firm, he finds all these
entries there of income. 1f that Marwar income is exempt, I have nothing
further to say; but if that income is also texed here, tken, I think, it is
a matter which requires to be looked into, and the Honourable the Finance
Member will in justice see that tLis unfairness is not committed.

Mr, K. Ahmed: Sir, I have no quarrel with gny of tke previous
speakers,

[At this stage Mr. Deputy President (Mr. R. K. S8hanmukham Chetty)
vacated the CLair which was occupied by Sir Leslie Hudson.]

Because many of them in their reasoning are perfectly right.

With regard to the capital money and its investmenv in England
mentioned in his speech by thc Honourable Sir Cowasji Jehangir, this Las
been explained by my friend from Ajmer. The question that the profit
brought into British India accrued on agricultural investment in an Indian
State should not be taxed is not a reasonable proposition, and I must say
that this has been brought out wrongly by the Honourable the Raja
Bahadur. My submission to this Assembly, and I hope this will be placed
before the Select Committee after the reference motion is carried out, is
this: the Secretary of State had announced a loan only a few days ago
called the Bterling Loan of the Becretary of State for India. A great parb
of this Sterling Loan was subscribed from India through the Imperial Bank
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-of India and some other channels. People understood—I meéan the investors
understood,—that they were not going to make payment of any further
income-tax under the old Act. Clause 2 of this Bill says:

‘“(b) the words "proyided that they are so received or brought in within three years
of the end of the year in which they accrted or arose” shall be omitted in sub-section
(2) of section 4 of the Indian Income-tax Act, 1822."”

I understand this is a Loan which was floated about two years ago,
and if the interest has accrued within three years since that date and
within three years, that will not be taxed. I am afraid if this is a Loan
which was really floated, giving a promise to the investors in British India
that that will not be taxed, this promise has been implied by the
Secretary of State. The Loan has been floated by the Secretary of State
for India to which the people of India have subscribed. I believe there
is some reasoning behind it, and that reasoning goes much further than
that described by my friends, 8ir Cowasji Jehangir, and the Raja Bahadur
who is sitting behind me. Sir, will the Honourable the Finance Member
please explain to us what is the meaning of the expression ‘‘ ‘provided
they are so received or brought in within three years or at tke end of the
year in which they acerued or arose’ shall be omitted’’. If he means
three years only from last year, then, I am afraid, the people who Lave
invested- money ‘in British India and get their profits and gains from
such investment will be the victims. Therefore, I want to point out that
this clause should be more clearly explained when the Bill emerges from
the Select Committee for our consideration, so that at least the implied
promise of the Secretary of State on behalf of His Majesby the King and
who is also responsible to the investors in British India may be fulfilled.
1 leave this subject here without any further comment, and I must tell
the Members of this Flouse that I have nc quarrel with them.

{

Dr. Ziauddin Ahmad (United Provinces Southern Divisions: Mukam-
madan Rural): Sir, I rise to make only two observations on this Bill.
My first observation is this. I understand that income-tax will be
transferred to the provinces,—this js the impression wkich I got from
those members who went to the Round Table Conference. We are just
on the eve of the new constitution, and I think it is not correct to make
a series of changes in the Income-tax Bill just at this juncture when the
whole subject is going to be transferred to tke provinces. I knmow that
some of the provinces will legislate .

Diwan Bahadur A. Ramaswami Mudaliar (Madras City: Non-Muham-
madan Urban): Mav I just correct one small misapprehension of my
Honourable friend. The procceds of the income-tax will be transferred to
the provinces, at the end of a certain definite period of time, but legisla-
tion on income-tax and the administration of income-tax will continue to
be Central. That is the suggestion.

Dr. Ziauddin Ahmad: Thank you very much., That is the suggestion
of mv friend here. hut I believe that it is still the subject of discussion, and
many provinces desire to kave the administration and leyislation on
income-tax in their own hands as a necessary part of provincial autonomy.
T know that this is the view in my province, and, I believe, the same
view is held in other provinces as well, and, therefore, before
this question is definitely decided, whether the income-tax head
will or will not be transferred to the provinces and whether they
would like to tax the agricultural income or not, it is very desirable that
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no legislation should be passed just on the eve of the constitutional
reforms. Therefore, Sir, I am opposed to any kind of changes in the
income-tax law just at this juncture, and I think we should wait till the
new constitution comes into existence.

The second observation I wish to make is this, ttat many Honourable
Members, who have spoken in favour of this particular Bill, had evidently
in their mind the income accruing in India and also the income accruing
outside India, that is the United Kingdom, Europe or America. This
question will not probably offer much difficulty, but the point offering
serious difficulty will be the income accrued in Indian States and in
British India, and confusion is sure to arise. My distinguisted friend,
Diwan Bahadur Harbilas Sarda, gave an example of certain merchants
who have their headquarters in Ajmer, while their business is done in
Indian- States. You will find many examples of this kind, there will be
many people falling under this category who may have business in
Bombay or Calcutta, and also in Indian States. These people have two
homes, one in British India and another in an Indian State, and as
soon as they find that the whole of their income is liable to be taxed,
they will try and transfer their headquarters from British India to Indian
States and thus evade altogether the payment of income-tax . . . .

Diwan Bahadur Harbllag Sarda: No, they won't.

[At this stage Mr. Deputy President (Mr. R. K. Shanmukham Chetty)
resumed the Chair.)

All these things will have to be considered very carefully. Many of
the Indian States do not levy any tax on income, perhaps some Indian
States do levy, but the majority of the Indian States do not levy any
income-tax, and it would be very unfair that some persons who keep
their headquarters in British India should be taxed, while others who
transfer their headquarters to Indian States should be free from paying
income-tax, though both carry on the same business and both
derive their income from the same sources. I think the proper time
to discuss these questions would be when the new constitution comes
into operation and when the Federation comes into existence, because then
it will be possible to have some sort of understanding between Indian
States and British India. Therefore, in order to avoid confusion, I would
very strongly recommend that this measure should be postponed till the
Federal Assembly comes into existence. [ ¢ entirely in principle that
income which is accrued outside India should be taxed, but the clause,
as it is worded, is bound to cause confusion. What I am very much
afraid of is this. If the transfer of business from British India to Indian
States takes place on a vast scale, then the actual receipts from income-
tax instead of increasing would diminish. On this point I should have
liked the Honourable the Finance Member to give us some data. He has
merely cited a hpothetical case and asks us to legislate for income-tax
on the eve of the new constitution,

Mr. 0. O. Biswag (Calcutta: Non-Muhammadan Urban): Mr. Deputy
President, ar compared with the Bill which was before this House a
year ago, there can be no doubt that the Bill which has been placed
before us is a comparatively small measure. The Honourable the Finance:
Member, no -doubt profiting by last year's experience, has attempted
to follow the line of least resistance. What he seeks to do is no more
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ﬁl;f t%hzx?xng nzli]:n I;:mclple which §s. already recognised in the existing

' e proposes is this, that whereas under the existing
Act only Income arising out of business abroad is liable to tax if it is
brought into British India within three years, income of all kinds should
be @axed,‘lrrespecqive_ also of the time when it is brought into British
Indm: Su:, on principle, it is somewhat diffirult to resist the extension
of this principle. I was really wondering what' was the basis of the
dlﬂerentxzation which you find in the oxisting Act. So far as the three
years’ limit is concerned, my friend, Sir Cowasji Jehangir, no doubt
gave us some explanation, but I heard nothing from him or from other
speakers as to the grounds on which the differentiation was meant, when
the Act of 1922 was passed, between income arising from business and
income from other sources. As I have said, én principle it is very diffcult
to discover the distinction between income of the one kind and income
of other kinds. There may be something to be said on the question of
the three vears limitation. I do not agree with my Honourable friend,
Bir Cowasji Jehangir, that doing awav with the time limit necessarily
involves a levv on capital. That is not so. Therefore, although 1 was
one of those who opposed the measure which was brought forward a year
ngo, T can accord my whole-hearted support to the present Bill.

There are just a few points, however, to which I should like to invite
the attention of the Honourable the Finunce Member and of other Hon-
ourable Members in the House. Comparing the existing Act with the
Bill, T find that the expression ‘‘profits and gains’’ is going to be
retained. If you look at section 4, sub-section (I), where are mentioned
the various kinds-of income which are made from time to time, you find
the expression used there is ‘‘all income, profits or gains’’. In sub-sec-
tion (2) which follows, the word ‘‘income” is left out. That is done because,
there, reference is made only to income from business, and possibly,
applied to business the expression ‘‘profits and gains’’ is more appro-
priate. Ifitis desired, as I think the object of the Bill is, to secure that
income of all kinds is to be included, then I dc not see why vou do not
have the expression ‘‘income, profits or gains’’ instead of merely ‘‘profits
and gains”’. Otherwise, if vou leave the words as they are, it might
lead to the argument that some sort of differentiation was still intended.
80, as the Bill has been drafted, it doos not seem to carry out the full
object. The other point which I wish to make,is, if you refer to section
49 of the Act, vou will find that there is relief granted against double
taxation so far as income which accrued or arose in the United Kingdom
is concerned. What are we goingto do n crder to secure relief from
double taxation in respect of income which nccrued in foreign countries
other than the United Kingdom? As a matter of fact, it is .on],v fair
that if vou have a provision like section 49 which does provide for a
refund to the assessee. if he has already been taxed in respect of the
game income in Great Britain,—T see no reason why similarly it should
not be granted in respect of income accruing in any other foreien country.
That is & point to which I should like to draw the attention of t}we Finance
Member. It mav be a matter of practical (llﬂ"icult,v.‘ because in Epg]nnd
thev have the Finance Act and yov may have reciprocal ']egxslntmn L]
between that country and this, and it may not be possible to secure
gimilar reciprocity in regard to other foreign countries. However, T do
not wish to pursue the matter. but T draw the attention of the Finauce

‘Member to this point.
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Lastly, on this question of agricultural income to which my Honour-
able friends have referred, I do not »ec that there is anv ground for
the apprehensions they have expressed. All that we need do is to turn
to section 4, sub-section (3). That sub-section refers to exemptions.
It specifies the different classes of incofue to which the Income-tax Act
shall not apply, and agricultural income is one of these—item (viii).
Agricultural income being there, i means, whether it accrues in British
India or outside British India, it is exempt from taxation. Merely
because an amendment is proposed to be made in sub-section (2) of

section 4, it does not follow that the force of sub-section (8) is- done away
with. Sub-section (3) says:

“This Act shall not apply to the following classes of income.”

That means that this Act will include sub-section (2) as amended, and
because this Act does apply or will apply to income which accrues not
merely in British India, but also to income rcceived out of British India,
and sub-section (£) says that in certain circumstances income actually
accruing outside British India may be decmed to have accrued in British
India, therefore I submit that the exempticn clause will apply equally to
income which is specified in sub-section (I) of section 4 and income which
is referred to in sub-section (2) of section 4. With these words, I support
the motion before the House.

Mr, B. V. Jadhav (Bombay Central Division: Non-Muhammadan
Rural): T rise to support the motion moved by the Finance Member for
referring the Bill to a Select Committee. I admire his tactics in referring
this small Bill to a Select Committee in order to avoid very long discus-
sions, very rambling discussion in the House.

An attempt hag been made to arouse the indignation of the House
against levy on capital, and it ix dubbed to be a plank in the communist
programme. I do not think that there is anybody in this House who
whole-heartedly admires the communist programme. At the same time,
I may point out that capital levy is not quite unknown to the financial
policy of the British Government. When very heavy death duties are
levied from millionaires and multi-millionaires in England, it is nothing bub
a levy on capital, and in that way the capital of big magnates is reduced
and brought to normal proportions. The question of levying death duties
in India is being tnckled by various Provincial Governments, but they
are meeting with very great opposition and I do not know when that levy
will come into operation. But, I may say. that the bogey of capital
levy need not frighten us.

My Honourable friend, the Raja Bahadur, hag raised a question aboub
the levy on agricultural income from Indian States outside the limits of
British India. Income from agriculture, acquired out of British India,
when brought into British India is assessed to income-tax. That is bub
right. The income, when it comes into British India, canqot be called
agricultural income in British India. What is exempted is income from
agriculture in British India and not income from agriculture outside British
India, and, therefore, it is properly taxed under the Income-tax Act. I
do not see that there is any necessity to exempt that income. H o
gentleman owns big landed estates in Indian States and he lives at ease
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in British India on the income from those estates and ‘enjoys all the
privileges and all the protection which the British Government give him,
his income ought to be taxable, he ought to contribute to our
revenues . . , . ,

\

Kunwar Hajee Ismail Ali Khan (Meerut Division: Muhammadan
Rural): What about the revenue which he pays in the Indian State?

Mr. B. V. Jadhav: He pays land revenue there for the land which
he has got there, but when he transfers that income to British India
and enjoys it here, then it becomes his income and is liable to income-tax.

Kunwar Hajee Ismail Al Khan: Double taxation.

Mr. B. V. Jadhav: It is not double taxation. If it were income from
the investment of money, then it would have been assessed in the Indian
State to income-tax if there be one, and also taxed in British India. If
it is trade, the profits from the trade acquired there will be taxed in the
State and they will also be taxed if transferred to British India. 8o,
also, in the same way, if agricultural income from Indian States is
brought into British India. it is equally liable to tax and I do not think
there is any iniquity. Therefore, I whole-heartedly support this measure.

Mr. Lalchand Navalral (Sind: Non-Muhammadan Rural): I do say
that the Honourable the Finance Member is very fortunate in that he
has nn easy walk-over in connection with this important Bill. With no
new reasons given today, I was not able to understand how the old
opposition has been done away with at the very outset today.

8ir Oowasfl Jehangir: The opposition has not been done away with.

Mr. Lalchand Navalrai: Sir, many of the Members are in favour of the
Bill being sent to Select Committee, but I find that objections raised
in this House go to the very principle of the Bill, and I do not understand
if those, who are in favour of sending this Bill to a Select Committce,
will have their object achieved there. I do not think that even the
Honourable the Finance Member himself expected that at this very
earlv stage there will be no opposition to this Bill. It is not being depied
that we are very much familiar with this Bill, its principle and its object.
It is also not being denied that this Bill is identical with the former one,
in so far as clause 4 is concerned, and, as such there is no dlfference
between this Bill and the former one which was rejected by this very
House by s large majority. Therefore, I submit that if the objections that
my Honourable .friend 8ir Cowasji Jehangir has put forward. viz., jshat all
income derived from whatever source should not be assessed in Tndia when
1t arrives here, and that the time limit for assessment thereof should not
be extended, are fully appreciated, there can be no doubt that they go
to the verv root of the Bill. I am also at a Joss to understand how Sir
Cowasji Jehangir has been persuaded to think that he can get these two
objections remedied in the Select Committee. If he gets it in the Select
Committee, it is virtually getting the whole Bill thrown out. o.ngl I would
certainly agree if an undertaking is given that these two objections—that
tncome from whatever source will not be assessed to income-tax and that



788 LEGISLATIVE ASSEMBLY. [IBm Fes. 1988.

[Mr. Lalchand Navalrsi.]

the limit of three years will not be extended,—will be considered, then,
in that case, I will agree to the Bill being committed to u Select Com-
mittee; but if there be any apprehension of an impediment arising in the
way of getting this Bill improved upon in this direction by the Select
Ccmmittee, 1 object. With regard to these objections, I must say that they
were fully considered last time, and many of us who were present opposed
the Bill on these tirounds. I for myself am at a loss to understand what has
happened after that that Member after Member rise today and want the
Bill to be sent to a Select Committee. In my humble opinion, there
seems to be no chance of rejecting the Bill at this stage, judging from the
sense of the House, and, if this Bill should thus go to a Select Committee,
the only course left to me is to request, the members of the Select Committee
to give full consideration to what I urge. The point is that the charging of
all kinds of income, irrespective of its sources, will create many complica-
tions. I shall give an instance. '

Suppose a capitalist takes money from here and goes outside. He has
nc use for it there, and brings it back after ten vears. Will he be charged
income-tax on it or not? Will he be charged on the capital taken away
from India which produced nothing? Is it equitable that this should be
done? It wil also be observed that this would also be an obstruction
to investments being made anywhere at one’s free will. It is no doubt
claimed that investments should be made by the capitalists in India, so
that India will be the gainer. I submit, if freedom is given to & man to
invest money anywhere he chooses to his advantage, and if he brings back
an increased sum of money and uses it in-India, he would be more useful
to India. T would, therefore, submit that the original object of the law,
as it was contained in the Act of 1922, charging income derived from busi-
ness only was a very well considered one and should not be departed from.
Let me quote the concrete case of a class of merchants called Sind-
Work merchants from Sind. I can personally say that, when they make
investments outside, they bring in more money and thus supply greater
resources for use in this country. With these words, I support the
motion for the Bill being sent to a Select Committee, but I wouid again
remind the members of the Select Committee to carefully consider the
ohjections that have been raised here.

. Dr. ¥. X. DeSouza (Nominated Non-Official): T 4m one of those who
extended a very heartv support to the measure when it was brought by
the Honourable the Finance Member a vear ago. I still extiend that
support now, but T regret to see that the Honourable the Finance Mem-
ber has not paid any attention to the -objection which T then made in
connection with the Bill and that is that income derived from agriculture
in Tndian States and brought into British Tndia should be exempted from
further taxation in this country. Personally I think that section 4 of the
Income-tax Act has been incorrectly interpreted. I agree with my Honour-
able friend, Mr. Biswas, and differ from the view expressed by my
Honourable friend, Mr. Jadhav, when he says that under sub-

1®x  gaction (3) (viif) of section 4, the exception with regard to
agricultural income therein made should extend not only to British Indis,
bul also to Indian States. Apart from that, Sir,-if vou read sub-section
{2) of section 4 which is now sought to be amended, it is distinetly
provided that profits and gains of business accruing or arising without
Rritish Tndia to a person resident in British India shall be liable to
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taxation. Now, it has been interpreted by the income-tax authorities
that ‘‘business’’ in this clause includes agriculture. In ordinary parlance,
T should say that a business includes trade and industry, and “agriculture
i8 a profession independent of business. I should, therefore, have said
that in interpreting section 4, sub-section (2),the income-tax authorities
should, in the ordinary course, by a correct interpretation of the word
“‘business”’ in sub-section (?), have exempted income derived from agri-
culture in Irdian States from further taxation in this country. Honour-
able Members, coming from the South of India, like Raja Bahadur
Krishnamachariar, Mr. Thampan and others, who have spofll on the
subject, feel the iniquity of having to pay income-tax on agricultural
Incomes twice over. My Honourable friend, Roja Bahadur Krishnama-
chariar, owns lands ‘in Hyderabad. My Honoursble friend, Mr.
Thampan, owns lands in Cochin and Travancore, There are others who
own lands i Mysore.

An Honourable Member: And you also.

Dr. ¥. X. DeSouza: Well, I do. And, on that ground, we pay con-
siderable assessments to the Indian ‘States.

An Honourable Member: Any income-tax?

Dr. F. X. DeSouza: We pay ussessments—no income-tax. We pay
heavy assessments on those lands in the Indian States. Now, when we
bring that income into British India, under the law, as it is now admlpls-
tered, and ‘even under the proposed law, we are subjected to fresh taxation.
Now, this operates harshly in two ways. Firstly, I am speaking of those
engaged in the industry of planting, say, coffee or tea or any other planting
produce. Planters, who have lands, say, in Coorg, which is in Bntqgh
India, have to pay a lower rate of assessment than planters w}m plant in
Mysore and yet their income from planting is exempted from mcon'le-ts:\x,

" because they say that planting in British India is _agriculture. Tt is true
that tea planters pay a partial tax, because a portion of their operations
in the factorv is industrial and not agricultural. As regards the p']:mters
in Mysore, British as well as India}rll, the rtnomtent _thelay _l)xsngpi(;)l:]elz'hlxx;om§

ing i British India, heavy taxaton is levied u lem.

gﬁﬁ( Iill:l:ttl?sg :é:o right. Firstly, I think that inc:ome frorp agnpulture
should be exempted from taxation wherever the agriculture is (;ame}(]l :n%
whether in British India or in Indian State}s; and, sgcondly, T think t :sat 1d
that income is imported into British India, then it should be exer(r]l};’f e
from taxation. There is really no reagon, in my humble opinion, forI ld fer-
entiation between agriculture carried on in British India and tht;lt in n‘dm.n
States. I would, therefore, propose a simple amendgnenleforﬁt e consi ier;
ation of the Select Committee, and that wou{d be this: ‘‘profits m'lcfi gain:
other than profits and gains derived from a,gnculigure W?lereve; h(;amBq" c;:: .
With these few words, Sir, I support the motion to’ refer this Bi a
Select Committee.

Prasad Singh (Muzaffarpur cum Champaran: Non-Muham-
madﬁ; Gg: I have lzrgeats pleasurq in_ supportmg this motion. Tl;e
Honourable the Finance Member has in his speech given all the argugen 8 .
in favour of this Bill, and I do not wish to waste the time of t}:}e fr?usg
by putting forward any reasons of my own. . 8Sir, if my Honourable .frien
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proroses to bring forward further measures in the same direction, 1 think
he can get considerable amount of support from Members who, I may say,
have no axes of their own to grind. (Laughter.)

Sir, my Honourable friecnd, Dr. Ziauddin Ahmad, said that a
measure like this should not come at a time when constitutional changes
are in sight. Well, if that argument is to hold good, we should all close
our shops and go home, but, since we are doing legislative business here,
it ig our to scc that proper measures are put on the Statute-book. My
own regr® s that the Indian Income-tax Act contains many apomalies,
and my Honourable friend has been bringing forward these little Bills in
driblets. We shauld have expected a more comprehensive measure, codify-
ing the provisions in a consolidated Act. T am very glad that my Honour-
able friend, Sir Hari Singh Gour, the revered Leader of the Opposition,
is on the Select Committee, and T am sure he will recognize the strencth
of fecling in the House on this measure and he will whole-heartedly co-
operate with the Finance Member in placing this measure on the Statute.
book at as early a date as possible.

Sir Hari Singh Qour: Sir, if I have abstained from speaking till now,
it has been because I wanted to hear from my friends behind me and those
opposite to me as to what they think of this measure which the majority
of this House rejected by a decisive vote given not 12 months ago. Now
the Honourable the Finance Member has franklv confessed that this is a
flank attack upon that decision of the House. He has informed the House
that he is flinging upon us the same sort of measure ro that the future
Finance Minister may walk into the parlour which he is embellishing for his
reception. 1 have not the slightest doubt, reeing the trend of opininns
that are being expressed in the Assemblv—representing as it does only a
very small fraction of the population—as to what would be the reception
given to a Bill even more strenuous and rigorous than this; well. the rank
and file, and nearly 20 per cent. of the proletariat, will be represented on the
Federal Assembly. The Honourable the Finance Member need have no
apprehension, if that future Finanee Minister was to bring forward a Bill
that evervy section of the communitvy that are pavers of income-tax and
super-tax should be sealped. he will find a readv response from that House
and future editions of Gava Prasad Singhs and Sardas will exclaim: ““Why
not quartered?’’ Sir, that however is the hope of the future. So long as
we are in this House (4n Honourahle Member: ‘““Who are we?'’), and so
long as we have our dutv to discharge, we must do so regardless of what
the future Finance Minicter may do and  regardless of what my friends
around me may think. One has to discharge his duty conscientiously, and
when I have done T think there will be many on this side of the House as
there were on the last oceasion who would reconsider and revise their
opinion. Tet me give not the generalities in which Honourable Members
on this side of the House have indulged. but a plain conerete example to
illustrate what will he the effeet of the Bill which the Honourable the
Finance Memher has sponsored.  We have within the last fow years a large
arowing population of Indians overseas settled in British pessessiona and
foreign countries. .

Sir Muhammad ¥akub'(Rohilkund and Kumaon Divisions: Muham-
madan Rural): Have we?
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8ir Harl Singh @our: My friend, Sir Muhammad Yakub, living in the
ditch of Delhi may not be conscious of the thousands of prospering families
who have made their home in places as far as Kobe on the east and British
Guiana in the west. Bir, we have to see that most of these gentlemen
who trade in countries overseas have their familics in this country and keep
in close touch with the members of those families. Some of them
ar¢ members of a joint family; others are members of a quasi-joint
family, while many others are partners in business. And so a link
is forged hetween those who live in India and those who trade
overseas. And these traders overseas bring into this country money
and goods in exchange for the money and goods which they receive from
India. Nobody will deny that the growing overseas trade of India is worthy
of encouragement. Can anybody deny that fact? That India should have
s large expanding overseas trade admits of no doubt; and if I can convince
this House that this Bill will strike at the very root of India’s foreign
trade, then I will ask Honourable Members whether they are prepared still
to support the committal of this Bill to a Select Committee. Let me give
Honourable Members one illustration out of the many that will be culled
from their own experience.

The Assembly then adjourned for Lunch till Half Past Two of the

Clock.

-

The Assembly re-assembled after Lunch at Half Past Two of the
Clock, Mr. Deputy President (Mr. R. K. Shanmukham Chetty) in the
Chair.

Sir Harl Singh Gour: Before we adjourned for Lunch I was giving to
the Honourable Members one concrete illustration to show how this pro-
vision will work in practice. “*A’’ in India sends raw cotton worth a lakh
of rupees to Manchester and in return he receives cloth worth a lakh and a
quarter of rupees. He has made a profit of Rs. 25,000 upon that one lakh
of export which is converted into cloth. and the cloth is returned to this
country. It would come in income-tax free. ‘“B’’ in India sends a lakh
of rupees to England in the shape of gold bars. There he buys produce.
He has made profit on the gold bars in- England and then it comes in the
ghape of finished goods and the rest is returned to him in cash. Now, I
wisk to know how ‘‘B’’’s income on its entry into India is assessed. Is
it income or capital? Unless you go through the accounts of the ovérseas
firm, vou are not in a position to say how much is his income and how
much is his capital. That was a point, I think, which was emphasised on
the last oceagion when the foreign Income-tax Bill was thrown out by this
House, and that is a point so foreibly brought home to the Honou?able Mem-
bers in the speech declivered by Sir Cowasji Jehangir this morning. What
means have you to ascertain that a sum of money received into this country
is capital or income, and how are you going to provide against evasions.
On the last occasion . . . . . ) .

Sir Cowasji Jehangir: Presumably evervthing will be income, whether

it is capital or income. ‘

Sir Harl Singh Gour: That answer is the only answer which my friend,
Sir Cowasji Jehangir, has just now interjected. It makes & clean sweep of
all distinctions between the income and capital. If that be the ob;ectb how
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is the Bill distinguishable from the capital levy Bill? I can well under-
stand a responsible member of Government standing up and say we want
to tax capital : we want to tax all entry of incomes or produce in the shape
of incomes into this country, because we want to level down the standard
of living. I can well understand such a Soviet system of taxation intro-
duced into this country, but it must not come by a side-wind. You have to
state fairly and fully to the House that that is the object you have in view.

Then, again, Sir, another point that was made on the last oceasion and
emphasised not only by the lay public, but also by the taxing authorities.
I still recall the memorable words written by the Income-tax Commissioner
of Burma that this Bill is likely to tax the honest man and likely to profit
the dishonest men. (Hear, hear.) Every thing depends on—*‘pay if vou
wish, do not if you do not’’,—a principle which underlay the last Bill and it
is a vicious principle, because income-tax must be levied on both alike, and
in practice one man will escape, while the other be subjected to taxation.
Let me give you an sxample. A firm of Greek mercbants trade in India.
They buy wheat and cotton and export them in large quantities to various
parts of Europe, America and Japan. Their head office is at Athens. Now,
when the money comes in here, how are you going to tax it. unless, as Sir
Cowasji Jehangir has pointed out, you cannot distinguish the sheep from
the goat and tax both alike. How are you going to make a drastic differen-
tiation between sums received for the purchase of cotton and other raw
produce of this countrv out of the borrowings made in a foreign country and
out of capital raised in that countrv and the profits of business, unless you
are able to tnke an account and examine their accounts in the various
foreign countries in which the firms trading in India have their business.

Then, Sir, my friend, Mr. Lalchand Navairai, coming as he does from
that enterprising community, the Sindhese, who have established lucrativae
business n far off distant places like Yokohama, Kobe, Peking, Harbin
and Mukden. Thev will be very hard hit by the provisions of this Bill.
What they do is that some of their members live there, some of the
other members trade in different places. Commodities are sent out from
here to those countries. received back and in return sometimes in the
shape of goods, some times in cash, sometimes in gold, sometimes in
bills of exchange, remittances are made and fresh goods are brought and
transferred and consigned to their various destinetions. How are you
going to make any distinction as to how much is to be taxed and how
much is to he classed as income and as capital? Some . Honourable
Members raid altogether unwittingly that this was a tax upon foreign
investments. But let me assure them that it is nothing of the kind. It
does include foreign investments, but it equally affects forelgn businesses
and trade. The Honourable the Finances Member said that under the
present law, profits and gains of a business were taxable, and that it was
anomaloug that income from sources other than business should escape
taxation. The anomaly is there, but vou, Sir. cannot possibly complain
when we say that the income-tax law is not the financial gospel of this
side of the House. You secem to assume that we on this side of the
House are enamoured of the provisions of the Income-tax law. My
Hcnourable friend, Mr. Gaya Prasad Singh, hag himself entered a caveat
that piecemenl legislation by two or three Bills every Session have been
introducad and passed without ndvertence tc the scheme and principle
of the entire Bill, and it ig very rightlv pointed out that what we on
this side of the House desire and demand is a codification of the entire
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income-tax law in view of the very large increases made since the law
was revised and enacted in 1922. Ten years’ experience has shown that
tlllte w&hole system of income-tax administration requires to be radically
altered.

My Honourable friend, the Finance Member, when he has a weak
argument to adduce, gives you an example from the English law. He
says we are bringing this Bill to bring it into reasonable conformity with
the English law. Well, I do not profess to be an expert in English
income-tax- law (4An Honourable Member: ‘‘Question.’’), but I have
made scme superficial study of this subject. and may I venture to lay
before the House not what I say, but what an authority in income-tax
iaw has written in a published book, where he says that the English
income-tax law is radically different from the Indian income-tax law in
two respects: First, it takes note of the non-residence of persons, that
is those who do not reside for six months in the United Kingdom, who
are not subject to the income-tax which is assessed upon persons who
are resident in the United Kingdom; and as regards their foreign income,
we have a most complicated schedule for ascertaining what is income
and what is capital, and very large deductions are made when the
asgessment is made.

In 1922, when the Income-tax Bill wag before the Select Committee,
the members thereof were confronted with the tremendous difficulty of
finding out as to what portion of a person's incoming should be classcd
as income and what portion of it should be classed as capital; and finding
themselves confronted by a maze of difficulties, the solution of which
was ag pérplexing as unsatisfactory, they rightly cut the Gordian knot by
making a simple rule that whatever was received within a period of three
venrg shall be deemed to be income and the rest will be deemed capital.
That was a rule of thumb, a ready rule which the income-tax officer and
the assessee alike could understand. But when you take out, when you
tnke awav from the income-tax law that rule which was enunciated in
1922—and there is no suggestion, indeed no indication made by anybody
that that rule has failed to work in practice—you have no alternative
left but to coma.up here and say: ‘‘We want more monev and, therefore,
we wish now to alter the policy of income-tax law’’ The Honourable
the Finance Member has studiously avoided telling us what would be the
net income that would accrue if thig Bill were transferred to the Statute-
hook. T made inquiries unofficially on the last occasion and I was told—
and T rcpeat that statement subject .to ®orrection by my Honourable
friend on the other side—that the amount of revenue which this Bill is likely
to produce is not -very much, and it might be something like 15 lakhs
of rupees. That is my recollection of what was stated to me on the
last occasion. As T have said, if my Honourable friend on the other
side corrects me, I will accept his correction with gratitude, provxde.d
he also tells me what is the approximate amount of revenue which his
Bill is likelv to produce. Now, if it be a fact that it is after all a
very small sum compared to the whole that the Finance Member stands
to gnin by this radical alteration in the whole scheme of the
income-tax faw, T should certainlv hesitate to launch into & con-
troversinl scheme on the threshold of the reforms. Geographical
boundaries between British India and Indian Indin are going to be

dimmed, if not in places obliterated . . . \
o
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Mr. N. M. Joshi (Nominated Non-Official): Not for income-tax.

8ir Hari 8ingh Gour: Wait and see, and it will be not a happy augury
for the promotion of that goodwill and friendly relationships if people,
who trade in the Indian States, are made to pay a tox in British India
regardless of the fact that they have equally been subjected to pay &
local income-tax. My friends on both sides of the House—I am referring
t« such responsible speakers as Dr. DeSouza who so very emphatically
stated that in the case of agricultural incomes, received from outside
British India, there must be some relaxation in the Bill exempting it
from a further taxation—I warn my friends and I warn in the language,
not my own, but that of Sir alter Layton who penned a report
appended to the report of the S8imon Commission, in which he advocated
u levy of income-tax upon agricultural incomes; and I see in this Bill the
thin end of the wedge and 1 caution Honourable Members that if, in s
moment of ill-considered generosity to the Treasury Benches, they were
to yield to the committal and the subsequent enactment of this Bill, they
will be loosening the keystone of the arch of that exemption of agricul-
tural incomes, upon which Members on both sides of the House are so
unanimously insistent. All incomes outside British India, whether derived
from agricultural or non-agricultural sources, will be subject to tax under
this Bill. If Honourable Members agree that agricultural incomes received
outside British India should be liable to tax, let them say so; but let
them not for vne moment suffer from a delusion that while everybody
else would be tuxed, they, us receivers of agricultural incomesg outside
British India, would still enjoy immunity from that tax, and if once we
concede the principle that agricuitural incomes made outside British India
are liable to pay income-tax and super tax, what shall they say when the
future Finance Minister, for whom my friend, the Honourable Sir George
Schuster, is spreading a red carpet in the shape of this Bill, demands
that the House must be logical and cannot discriminate between agricul-
tural incomes made outside British India and those made in British India.
Has he not said in his subtle and plausible way that it iy an anomaly
that profits of business under section 4 are liable to tax and he wishes
tc remove that anomaly by enlarging the provisions of the section by
making all incomes alike liable to tax? Paraphrasing bis %ords, the future
Finance Minister will say that anomaly foreseen by his distinguished prede-
cessor impregnates the whole system of income-tax law in thig country, and
therc is no reason why, when incomes of all other businesses are liable
to a tax, incomes from agricufture should be exempt. He will say, time
there was when agriculture consisted of nothing but scratching up the
soil with a wooden plough and producing just enough for one's daily
wants. With the system of irrigation and the industrialisation of agri-.
culture throughout the country, the distinction between agriculture as such
snd industry hag disappeared and it is unfair that these large profits which
accriie to the industrinlised agriculture in the country should be made 8
subject of special immunitv when all other industries are subjected to a
heavy tax. If such an argument is used and some of my friends who
adorn these benches still remain to adorn them under the Federation
scheme, what answer will they give? Their own words will be quoted
against them, and thev will have to sit dumb confounded by the argu-
ments of the Honourable the Finance Member from which they will see
no escape . . . . .
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Mr. B. V. Jadhav: They will in that case demand the remission of
land revenue.

] 8ir Hari 8ingh @Qour: I, therefore, think, Sir, that this is not such an
ionocuous Bill ag Honourable Members on both sides of the House con-
sider. A principle, at least debatable, to some of us mischievous, underlies
the whole scheme of the measure which the Honourable the Finance
Member wants you to commit to the Select Committee.

Then, 8ir, the Honourable the Finance Member will recall the words
of Lis distinguished predecessor, Sir Basil Blackett, who from his seat,
which he so conspicuously adorns now, only four years back in his parting
speech said that he was looking forward to the day wken India would
become & capitalist country, expanding her financial operations to
countries and zones overseas and thus become economically an international
State. Those prophetic words, uttered by the Finance Member of that
day, were uttered for the purpose of expanding the overseas trade of India.
Those, Sir, who have ventured out of this country will recall tLe economic
policy of that great Island Empire in the Far East, and let us take one
leaf out of their book . . .

Mr. F. E. James (Madras: European): Which one?

Sir Hari Singh @Gour: Their worldwide trade is now monopolising or
threatens to monopolise the industries of some of the continental countries
n Europe and even of Great Britain, Their policy Las been and is today
to encourage the import of all capital into the country and the export of
as much goods as possiblé upon which favourable rates are given by
subsidised companies and bounties paid to those wko- are struggling for
existence. The income-tax law of Japan favours the import of capital
and penalises its export. As a set off against the losses suffered by the
State, they have levied s local tax, called the consumption tax, wkich is
this vear 15 per cent. I can well understand the Honourable the Finance
Member devising a scheme of some such cLaracter which would
strengthen the industrial life of the country, and encourage the inflow of
capital and the outflow of ite manufactured goods and its raw produce
so as to give to the teeming millions of tkis country at least two meals
a day. But I cannot understand, I have never been able to understand
the policy of the Honourable the Finance Member which will not only
strangulate vour foreign trade, but will further penalise the inflow of
capital which this country sadly needs for the development of her trade,
agriculture and industries. Sir, there is the difference between some of
us on this side of the House and the distinguisked occupants of the
Treasurv Benches, and it is. and the difference is not merely one of detail,
but of great principle. That principle cannot be solved, I am afraid it
will not be solved by an irresponsible Government. The Finance Member
spoke of his Government in a somewLat ironical sense as a wicked
Government. The future Minister sitting in his place would perhaps use
those words in a different sense if this Bill became law and he was called
upon to administer it. Let us beware of it.

1 do not wish to say anytLing further to Honourable Members of this

House except this. Let them not consider this Bill as one of

3PM. frst impressions. Let them tkink carefully over the broad
and large questions and the large policy and principle underlying it, and
if they do so, I have no doubt as to what would be their verdict. I very
inadvertently referred to my Honourable friend, Diwan Bahadur Harbilas
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Sarda, in the opening of my speeck as one of those who favoured-the
passage of this Bill. I am very sorry that I should have mentioned his

%qgle. because he has assured me that he never was in favour of the
i, .. !

Diwan Bahadur Harbilas 8arda: I have never said thaf.

usksm Singh Gour: I understood n)1y Honourable friend to say—very
well, Sir , . . '

Diwan Bahadur Harbilas Sarda: May I explain what 1 meant? Wken
my Honourable friend Sir Hari 8ingh Gour opened his speech, he
derisively spoke of Gayas Prasads and Sardas; what his object was in
doing 8o, I do not know. But evidently Le referred to Mr. Gaya Prasad
Singh who had said that if the Finance Member would propose some
other Bills on the same lines as this Bill, Le could expect support fromi
this side of the House. And he joined also with me, but 1 never went so
far as that. I explained to Lim what my position was—that 1 approve
of the principle of the Bill which was so and so, and that I had also
enquired whetler under certain circumstances—I gave a concrete case and
1 asked—whether income accruing to a person under those circumstances
was liable to tax. But I did not commit myself to anything so far as
this Bill went—whether I was entirely in support of tke Bill in all
circumstances and of all other Bills like this, or not. But I never told
my friend that I was not in favour of the Bill, nor did I tell him tkat I
fully supported the present Bill. I explained the whole position to him.

Sir Hari 8ingh Gour: I am very glad that my Honourable friend,
Diwan Bahadur Harbilas Sarda, has explained himself, and I understand
the Honourable the Finance Member understands him better than I have
been able to do. His position evidently is that he is neither in favour of
it nor against it.

Diwan Bahadur Harbilas Sarda: I never sqid that either.
Sir Harl Singh Gour: I leave it at that.

Diwan Bahadur Harbilas Sarda: I am in favour of the principle of the
Bill. :

Sir Hari Singh @our: Before I close, I wish to inform tke House that
1 believe with Sir Cowasji Jehangir that there should be no impediment to
the committal of thiz Bill to 8Select Committee, if he and 1 were foft free
to examine it in all its details and we were not confronted with an objection
raised there to the fact that the principle of the Bill having been accepted
byv the House we were not free to make any change or make those
suggestions. There is reallv no principle, as 8ir Cowasji Jehangir said, in
this Bill. )

Mr. Gaya Prasad 8ingh: It is an unprincipled: Bill.
8ir Harl Singh Gour: As my Honourable friend, Mr. Gaya Prasad

Singh, says, it is an unprincipled Bill. I am not prepared to say that it
has any principle at all, but wkat I do say is, that it is & very short-and
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innocent looking Bill, but it is pregnant with meaning, and we should be
very careful and extremely guarded in according to it the support which we
arc asked to give. The carefulness and guardedness consist in this, that ib
should not be understood that, by committing this Bill to Belect Com-
mittee, we are tying our hands against making any suggestions, which
may cut across tkis Bill .in the Select Committee, and any suggestions
and improvements that we may consider to be necessary in the interests
of both the State and the assessee we should be free to make. Subject
to this, there skould be no objection to the examination of this Bill by &

Select Committee,

Mr. R. T. H. Mackenzie (Nominated Non-Official): Sir, in view of the
fact that the Bill under discussion is an income-tax Bill, I hope I am
correct in assuming that it is not the intention of tLe Honoura.l_)le the
Finance Member to tax capital when it is brought into British India.

If this assumption is correct, there is just one point that I would like
to press very strongly for tLe earnest consideration of the Honourable the
Finance Member, and that is, that income which has accrued prior to the
passing of the Bill should be exempt from taxation (as it now is),
provided it is not brougkt into British India within three years of the
passing of the Bill.

Arigsing out of this point, I must confess to certain misgivings as to
how any one wishing to bring money into this country is to satisfy the
income-tax authorities that it Las actually accrued prior to the passing of
the Bill. Doubtless, this is a point on which the Honourable the Finance
Member will be able to enlighten me when the Bill is under discussion
by the Select Committee.

1, therefore, support reference to Select Committee, but, at the same
time, 1 wowd like to say that this Group will keep an open mind in
regard to the Bill until we have seen in what skLape it emerges from the
Sele;it:i Committee and we shall then decide what attitude we shall adopt
towards it.

Mr. 8. 0. Sen (Bengul National Chamber of Commerce: Indian Com-
merce): Too my mind this is a very simple Bill. There is already a provi-
gion in the Income-tax Act about income derived from business and
brought. into this country being taxed. This Bill merely extends® the
operation of that clause to incomes from other sources, namely, invest-
ments, etc. If there had been any difficulty all these years in ascertaining
what, was income and what was capital, I think there would have been
a hue and cry in this country from persons engaged in business in two
different countries regarding that matter. But up till now we have not
heard of anything about that matter and I do not think that there could
be any difficulty in ascertaining what is income and what is capital. The
ordinary book keeping of the different firms who .carry on business in
different countries would show what is income and what is capital. The
procedure under the Act is that a person to be taxed has to put in a state-
ment showing what his income is. This statement will now show, if the
Bill is passed, not only the income which has been received in India from
business abroad, but also the income which has come into this country
from investments. If there had been no difficulty felt in previous years,
I do not see how any difficulty oquld’;o.,ri_se now.
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Mr. K. Ahmed: 1f they are not assessable, how could they put in the
income for payment of income-tax?

Mr. S. 0. 8Sen: The next point is about agricultural income. Agricul-
tural income is defined in the Income-tax Act. It is income from land
situated in British India and in respect of which Government revenue
is paid. Therefore, income derived from foreign lands cannot claim the
exemption which is given in the Act. In this connection I may refer to
the speech of the Honourable the Finance Member when a similar ‘Blll
came up for discussion in this House. The Finance Member then said:

“Then another point has been raised about agricultural incomes. _We are told thnt‘
agricultural income in India is exempt from income-tax and asked, wnl} the same apply,
if this Bill is passed. to receipts from agricultural income earned in Indian States.
There again my answer is that that iz & point which can be dealt with in Select
Committee. There is not the slightest difficulty in introducing some special provision
a8 regards agricultural income if the Select Committee thinks on full consideration
that that is just.”

1 suppose the Honourable the Finance Member will in this particular
instance also sav something similar to what he stated on the last occasion
and will abide by the decision of the Select Committee. There is one
other point which I want to urge. namely, the salarv gf various  persons
who are engaged in services abroad. My friend. Mr. Bajpai, in connection
with the Medical Rill has been making provision for persons who want
to practise in foreign countries and to earn their living. 8o far as those
salaries are concerned, they are.income and T should like the‘qunoe
Member to exempt it from the operation of this section, and, with these
words. T support the reference of the Bill to a Belect Committee.

Mr. N. M. Joshi: Whenever T hear a dehate on the Income-tax Bill, T
feel amused. The House generallv does not feel excited on any other ques-
tion, however important it mayv be. but there are some Members who never
fail to be excited and to make verv eloquent speeches whenever an income-
tax affair is mentioned. Sir. the principle of the Bill is a very simple one.
Those people, who derive incomes from investments, whether those inveat-
ments are in Indin or abroad, should pav a tax. Thev ought to pay for
the protection which thev receive from Government. This is the very simple
rrineinle of the Bill. Thev get the monev in India. They use the money
in India and thev receive the protection from the Government and they
must pav. Honourable Members, especially the Honourable the Leader
of the Nnationalist Partv, raised several bogies in order to frighten some
Members of this Legislature. He first said that this is a question of
taxing agricultural incomes. but my friend, Mr. Sen, has shown very clearly
the position ar regards agricultural incomes in British Indin. We may
tax aericultural incomes from Indian States.

Now, Sir, this is necessary to give encouragement to industry and busi-
ness as the Leader of the Nationalist Party wanted to do. T shall give you
an example. My Honourable friend, Dr. DeSouza, complained that he
may have agricultural income in some Indian State, and when he brings it
here, he is taxed. My complaint is this, that men like Dr. DeSouza, who
make their income in British India, instead of investing their money in
British India, invest their money in Indian States in agriculture. Instead
of encouraging agriculture in British India, these gentlemen trv to encour-
age agriculture in Indian States, although they have derived all their capital
from British India. My Honourable friend, Sir Hari Singh Gour, said
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that the Honourable the Finance Member should encourage industrigs.
Surely when he tries to keep the money here in India, he encourages
industry. We want money for our ‘industry in India, although we may
want foreign trade. Certainly we want money to remain in India for
our own industries and, therefore, when he (ries to prevent money going
abroad for investment, he is really encouraging industry as Dr. Gour
wanted to do, but there is one more point. I have been very lucky to
attend the Round Table Conferences in England and I found that one
chief argument for financial safeguards was that we have to borrow money
from England and, therefore, we must accept the financial safeguards.
If our people, instead of investing their money abroad, will invest their
money in India, we shall not have to borrow monev from England, at
least to the extent to which we borrow. Our torrowing will at least be
reduced and, to that extent, the need forfinancial safeguards will also be
reduced. I, therefore, feel that this Bill is not only a good Bill from the
point of view of collection of taxes, but a good Bill from a constitutional
point of view also.

The Honourable Sir George Schuster: I should like to thank various
classes of Honourable Members of the House for the assistance which they
have given in the discussion of this measure. I should like, in the first
place, to thank those who have promised their support. I would again
thank those who have raised certain points which are points worthy of special
consideration and, lastly, I should like to thank my Honourable and learned
friend, the Leader of the Nationalist Party, for the magnificent tour de
force which kept ur ull amused for something like three quarters of an
hour. My Honourable friend indulged in some marvellous flights of fancy
and of language. 1 was at one time told that I was inserting the ‘‘thin
end of the wedge’, a sentence which had hardly finished before I found
mysclf ‘‘removing the keystone of the arch’’, and then, without a pause,
the simile changed and I was ‘‘spreading a red carpet’’ for the first Finance
Minister under the new constitution. I do not think, Sir, I am capable of
such protean transformations. Mv Honourable friend, as I said, indulged
also in flights of language. He spoke at one time, in a moment of great
eloquence, of the mass of joint families and quasi joint families that were
engaged together in business, both in India and abroad. I asked my
Honourable colleague, the Law Member, what a ‘‘quasi joint family’’ was
and he was unable to give me any answer. T fancy, that, possibly, in the
attitude of the Nationalist Party on this Bill today we may get some picture
of what a quasi joint family is. (Laughter.) I should be very sorry to
interfere with the activities of such an entertaining family or even to tax
their profits, but really, I am sure, myv Honourable friend will excuse me
if T gsav that 95 per cent. of his speech was entirely irrelevant. He gave
us examples of a number of curious businesses. He spoke of a man who
exports bar gold from Tndia, makes a profit on that gold in England and
- then brings back cotton piece-goods to India. I was left guessing as to
where he earned his profits. I should have thought the ordinary trader
earned his profits when he came to sell his goods in India. My Honour-
able friend seems to have other methods of making profits, and apparently
the mere process of the sale of bar gold produced the profits. Sir, even if
there were such businesses, they would not in the least be touched by a
Bill of this kind, and that is one of the points which I wish to make that a
great part of my Honourable friend’s srgument was concerned with the
great complications which would be put upon people carrving on business
abroad. But, under the provisions of the law, as it stands at present, all
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those complications and difficulties must now arise. The only change, so
far as business profits ure concerned, which would be made, if this Bill
became law, would be as to the period within which the profits would be
treated as profits, but that change would not have - any effect on
all the circumstances to which my Honourable friend referred in his speech.
I think, Sir, that many Honourable Members would envy me the task of
answering my Honourable friend's speech if I had the time to do so at
length today. But I will deny inyself that pleasure, because this meagure
has already been discussed at considerable length and the rea! discussion
must take place in the Select Committee. I should, however, like, before
I sit down, to return to certain points which have been made in the course
of the debate. I will deal firstly with certain points of detail.

My Honourable friend, Mr. Gaya Prasad Singh,—whose support of the
measure I was verv glad to hear of compluined, and the complaint was
taken up again by the Honourable the Leader of the Nationalist Party,
about our methods of piecemeal legislation as regards income-tax. 1 feel,
Sir, that that is a very justifiable criticism and I must apologize to the
House for the way in which we have dealt with income-tax amendments.
If only sufficient time were availuble in' the House, we undoubtedly ought
to sit down and consider a fundamental revision of the present Income-tax
Act. But unfortunately there has been in the last few years no time to
undertake that, and we have had to come before the House with a number
of small amending Bills. We have, however, in the Bill which 1 ghall
have to deal with, after this motion is concluded, made an attempt at a
fairlv comprehensive mensure for dealing with the Income-tax Act and that
represents about the best that we can do at present. It was thought better
to keep the particular clauses of the present Bill, which raise a very special
issue outside the other large Bill, and I fecl sure that all Honourable Mem-
bers will agree that it was a matter for the convenience of the House that
that should be done,

Then, Sir, my Honourable friend from Bengal, Mr. Biswas, made one or
two points of which I took note. He suggested one point of detail as re-
gards the drafting of the Bill. He suggested that before the
words ‘‘profits and gains’’ it was really necessary that the word ‘‘income’’
should be inserted. I think he was correct in that suggestion and we have
taken note of that as a matter of amendment to be made in Select Com-
mittee. He dealt with one or two other points, but I need pot specifically
refer to them just now.

Then, my Honourable friend, Diwan Bahadur -Harbilds Sarda, wanted
to be assured on certain points. I might say, in passing, that I certainly do
not share my Honourable friend, the Leader of the Nationalist Party’s
difficulty in understanding the Honourable gentleman’s attitude. To me
that was perfectly clear, What he said was that he supported the principle
of the Bill in any case, if only it could be ensured that in practice it would
operate in a certain way. Well, T think I can assure him that the parti-
cular fear which he entertained is not a justifiable fear. It was a little
difficult to follow exactly what the business was that he referred to,
but I consulted my experts on the matter and I am told
that, in the case of that particular husiness, it woyld not be liable to tax-
ation in British- India except, of course, to the extent that profite made
outside British India were actually remitted to British India. As regards
that, the law will be no different if this Bill is passed, except in the point
of time, o what it is at present. ' :
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Then, my Honourable friend, Dr. Ziauddin Ahmad—whose mind is
always ingenious, when he applies it to any matter on which he wishes to
fmd reagons for opposing the Government—has discovered a particularly
ingenious argument in the present case, namely, that it is unsuitable to deal
with a matter of this kind on the eve of the constitutional reforms. 8ir, it
was indeed refreshing to find that argument used on the Opposition Benches,
for I thought it was we who generally brought it forward as an excuse for
not dealing with matters in which Honourable Members opposite are in-
terested. But, I feel sure that, on calm reflection, he will realize that it
hardly applies to the present cuse. This is u matter of detail. If we are
right in introducing the Bill at all, then, obviously. the sooner it is put
upon the Statute-book, the better. It will not in the least affect the position
under the new constitution; and. while I am speaking on that point, I
should like to correct, what I believe is, a misunderstanding of what cer-
tain represcntatives at the Round Table Conference have recommended. It
has been suggested in discussion here that under the new constitution the
proceeds of income-tax will be wholly transferred to the provinces. Now,
Sir, there has been no full agreement on that in the discussions at the
Round Table Conference. But no representative of any section of opinion
suggested that the whole of the proceeds of the present taxes on income
should be assigned to the Provincial Governments. '

Apart from these points of detail, there are two main points which have
been brought up. One is this question of agricultural income. There seems
to be a misapprehension in Honourable Members' minds that this Bill is
going to make a great change in the position of & man who lives in British
India and owns agricultural property in an Indian State. I find it very
difficult to follow the minds of Honourable Members who have spoken on
this subject, because, under the existing law, income earned from agricul-
tural lunds in an Indian State, if it is remitted to British Indin, is subject
to income-tax. The fact that the origin of that income was agriculture in
a case where the agriculture is not carried on in British India does not
exempt it from income-tax. 1t already pays income-tax, and the only thing
which this Bill would do would be to make such income liable to tux even
though it were not remitted within three years of the date on which it was
earned. Well, Sir, when the previous measure was under discussion, n
gimilar point was raised, but in that case of course the effect of the legisla-
tion would have been much wider. The previous Bill would have made
a much higger difference in the existing situation than the present Bill does.
When the previous Bill was under discussion, I said I was perfectly ready
to consider that point in Select Committee; and I say again that T am quite
ready to consider it in Select Committee now, but that I find a little diffi-
culty in appreciating exactly what is wanted. Tf the Honourable Members,
who have raised the point, want to take this opportunity of creating an
exemption which does not at present exist, then, obviously, it would be
impossible for the Government to consider it, but there may be something
behind their arguments which I have not understood and, as I say, T have
an open mind on the subject. I am perfectly ready to consider it, but at
ipresent I do not understand exactly what is wanted.

Then the second mnin point has been the point stated by my Honour-
able friend, Sir Cowasji Jehangir, who attacks this measure as one which
really aims at the taxation of eapital. I do not think it is necessary for
me to say much on that point, because it has been very effectively
answered in a number of speeches alreadv made. T would onlv put a
very simple comparison before my Honourable friend. He took the case
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of a man who had an income of £1,000 a year on investments held in
England and said :

*‘Supposing he accumulates those receipts for ten years and then brings £10,000 to
India, he will have to pay income-tax on the whole of the amount; that will be very
unfair not only because the income has become capital, but becsuse when he brings in
£10,000 in one lnmi sum, he will have to pay at a very much higher rate than he
would have paid, if he had brought it annually at the rate of £1,000 s year.''

Now, I would ask my Honourable friend merely to consider the parallal
case, say, of a brother of the man, whose case he has got in mind, who
‘being perhaps fonder of investing in his own country invests exactly the
equivalent sum in India and is able to save every year the income which
be earns upon it. He all the time will be each year paying income-tax
on that money which he is saving. I quite agree that as he puts it by, it
becomes in a sense capital. My Honourable friend asked a question,—
when does income cease to be income and becomes capital? I would say
this—that income is always income as it :s earned, and if it is not spent,
but saved, then it becomes capital; and so the same money may have the
quality both of mcome and capital. But, as it is earned, it has the
quality of income and it does not lose that. To continue my example;
the same amount of money is invested in India and the same rate of
interest 18 drawn upon it and the man who holds it is paying on his receipts
income-tax every year; and, at the end of the ten years, he has accumuleted
as capital a sum equivalent to £1,000 a year less the income-tax which
has been paid upon it each year. There stands one friend Mr. A. Next
door to him lives the other gentleman Mr. B. who, instead of investing
hiz money in India, has invested it abroud. Why should Mr. B., when
he brings his money back to India, be better off to the extent of something
like 25 per cent. than Mr. A. who has been content to leave his money in
India all the time? 8ir, I entirely fail o follow my Honourable friend’s
srgument and, if Mr. B objects to pay income-tax at the rate of £10,000
when he brings his whole savings in one lump back to India, the remedy
is open to bim. He can escaupe that heavy burden merely by bringing
back his income each year as it is earned. It is when we consider these
simple cases that we can realise how very fictitious the whole argument
and that whole line of attack is; and I dv not believe that there can be
very many Members of this House who will allow dust to be thrown in
their eyes to the extent of misunderstanding the position.

8ir, there is one other point as regarde this question of capital and
income, the point raised by my Honourable friend, Mr. Mackenzie.
1 do not want to commit myselt finally on that point now, but it seems
to me that I can commit myself to this extent that it is certainly a point
that we will consider in Select Committee. M first impression is that the
demand is not an unreasonable one. It is not unreasonable to say that
we do not seek to give this new legislation retrospective effect. I quite
admit that if we were to consider now going back without limit and
treating what had originally been income as income and not as accumulated
capital,—if we were to deal with this question in that retrospective way,
it might operate very unfairly. When vou look to the future, every
man knows what the position is ond can arrange his affairs accordingly.
But, as regards the past, I think it is reasonable to argue that certain
receiptse have become capital, and I agrae that it might be extremely
difficult to unravel what has happened in the past and do equal justice
all round. Therefore, on those grounds prima facie 1 think there is a
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casg in which we certainly might be able to meet the point that has been
made.

I think, Sir, that is all that I need say on this subject.  Further
discussion of this measure can be carried on in the Select Committee and,
I may say, that the nature of the points that have been raised in this
discussion makes me feel that we have taken the right course in suggesting
that the next stage should be consideration in Select Committee. .

Mr. Deputy President (Mr. R. K. Shanmukham Chetty): The question
is:

“That the Bill further to amend the Indian Income-tax Act, 1822, for a certain
purpose (wmendment of section }), be referred to a Select Committee consisting of the
Honoureble the Law Member, Raja Sir Vasudeva Rajah, Pandit Satyendra Nath Sen,
8i~ Hari Singh Gour, Sir Cowasji Jebangir, Mr. Muhammad Azhar Ali, Mr. B. V.
Jadhav, Mr. R. T. H, Mackenzie, Kunwar Raghubir Singh, Mr. N. N. Anklesaria, Sir
Muhammad Yakub, Khan Bahadur J. B. Vachha and the Mover, and that the

- number of members whose presence shall be necessary to constitute a meeting of the
Committee shall be five.”

The motion was adopted.

THE INDIAN INCOME-TAX (SECOND, AMENDMENT) BILL.

The Honourable Sir George Schuster (Finance Member): Sir, I beg
to move: '

“That th® Bill further to amend the Indian Income-tax Act, 1922, for certain
urposes (Second Amendment), be referred to.a Select' Committee consisting of the
glonourable the Law Member. Lala Rameshwar Prasad Bagla, Pandit Ram Krishna
Jha, Mr. Lalchand Navalrai, Sir Cowasji Jehangir, Mr. 8. C. Sen, Sardar Sant Singh,
Mr. F. E. James, Rai Bahadur Lala Brij Kishore, Mr. Goswami M., R. Puri, Sir
Abdulla-al-Mamin Suhrawardy, Khan Bahadur J. B. Vachha and the Mover, and that
the number of members whose presence shall be necessary to conatitute a meeting of
the Committee shall be five.”

It will appear to Honourable Members that I am following up one
income-tax measure with almost indecent haste by another. As this is
o very complicated measure,—it has in fact a mass of detailed provision,—
I do not propose to take the time of the House by making any attempt
to explain all those provisions in detail. I hope the House will agree that
this is essentially a matter to be discussed in Select Committee. I would
cnly like to explain very briefly what is the main framework of the Bill.

The provisions of the Bill, broadly speaking, fall into three categories.
The ¥irst covers those provisions which are meant to give tax-payers
various facilities and concessions in the matter of assessments and
appeals and references to High Courts, and in the matter of refunds of
tax, either paid direct or deducted at the source. That is the first category.
The second category covets those clauses which are meant to check leakage
of legitimate revenue, and the third category consists of those clauses
which are meant to provide for administrative facilities or clarify doubts
us to the meaning of certain sections of the Act as they stand at present.
The majority of the provisions of the Bill, namely, clauses 8, 4, 5, 6 (a),
8, 10, 11, 12, 15, 17, proposed new section 491, 18, 24 and 25 all those
clauses sre meant for the benefit of tax-payers. The latter part of clause 6,
olauses 7, 9, 19, 20 and 21 fall under, what I have described as, the .s.eoond
category, that is to say, the clauses mesant to check leakage of legitimate
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revenue, and clauses 2, 13, 14, 17, the proposed new section 49A, clauses
22 and 23 fall under the third category, that is to say, clauses designed
te provide administrative facilities or elear up doubts as to interpretation.

The Bill has been circulated by Executive Order for opinjon and the
,opinions are in the hands of all Honourable Members. As regards the
first category, the clauses, which are meant to give facilities to tax-payers,
naturally, the opinions received on those clauses are almost all in favour
of them. The opinions on the second class of clauses, clauses that are
meant to check leakage of revenue, show n certain amount of difference
eud raise ¢ good many points for discussion, uand those, I imagine, will
be the clauses as regards which discussion in Select Committee will
concentrate. All clauses of course will be fully open to discussion in
Committee. It would be difficult to say tbat there is any main principle
underlying this Bill; but the main object, as Honourable Members will
understand, of the clauses of the second category, is to check evasion of
tax, and they represent the results of our attempts to meet the criticisins
that were made in the course of discussion made last year and the year
before. Honourable Members may perhaps differ from us as regards the
detailed provisions, but I am sure that there will be no difference as
regards the object at which we are aiming, the object being that every
body should pay fairly the tax to which he is liable and that honest tax-
payers should not be penalised for the -benefit of those who are clever
enough to evade their proper liabilities. As I feel confident that there
is no Member of this House who does not fall within the class of honest
tax-payers and as the honest tax-payer must benefit if the cellection of
taxes becomes more efficient—for that msy mean reducing the rates of
taxation, I anticipate that the Bill will receive the unanimous support

of this House. 8ir, I move.
Mr. Deputy President (Mr. R. K. Shanmukham Chetty): Motion

moved :

“That the Bill further to amend the Indian Income-tax Act, 1922, for certain
urposes (Seennd Amendment), he referred to a Select Committee consisting of the
glononmh!e the Law Member, Lala Rameshwar Prasad Bacla. Pandit Ram Krishna
Jha, Mr. Lalchand Navalrai, 8ir Cowasji Jehangir, Mr. 8. C. 8en, Sardar Sant Singh,
Mr. F. E. James, Rai Bahadur Lala Brij Kishore, Mr. Goswami M. R. Puri, Sir
Abdulla-al-Mamiin Snhrawardy, Khan Bahadur J. B. Vachha and the Mover, and that
the number of members whose presence shall be mecessary tb constitute a meoting of

the Committee shall he five."

Mr. 8. 0. Ben (Bengal National Chamber of Commerce: Indian Com-
merce): There are only two points on which I should like to ask for
certain information from the Honourable Member in charge. The first,
1 will deal with clause 4 of -the Bill, which provides:

“That for clause (iv) of sub-section- (7} of section 9 of the Act the following clause
shall be substituted, namely : o

*“(ir) where the property is subject to a morigage, or to a charge or ground rent,
the amount of any interest on such mortgage or of such charge or ground rent;”.

From the potes on clauses. 1 understand that the Honourable the
Finance Member wanted to include the whole of the charge on the pro-
perty to be exempted under section 9, but I do not understand why there
should be a differentintion between mortguge and charge. In- law they
mean the same thing. If the corpus of the charge is to be exempted,
. 1y m bt the amount of the mortgage? I d. not understand whether it

is a drafting mistake or it is done intentionally.
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] The next point is clause 7, which inserts a new clause 20A and it
insists on persons responsible for payment of any interest giving some
information to the Income-tax Officer. I see no objection to that being

done, but I should like that a similar provision, as is contained in clause
8, should be inserted.

[At thig stage Mr. Deputy President (Mr. R. K. Shanmukham Chetty)
vacated the Chair which was occupied by Sir Hari Singh Gour.]

Then, Sir, we come to clause 21, which inserts a new sub-clause (e)
designed to remove the obstacle to divulge any information obtained by
the Income-tax Officer. This provision should be very carefully considered
us the principle of confidential nature of the income-tax proceedings is
being departed from in certain cases. viz., where the Income-tax Officer
inflicts a penalty upon a particular person or makes 'a composition. Sir,
I may_be right or I may be wrong, but I think that the divulging of
secrets must greatly prejudice the person involved and will be based on
something which the Income-tax Officer does and, for any mistake of the
Income-tax Officer, he cannot be made responsible in any Court of law.
Having regard to that provision, I think this provision gives a very drastic
power in the hands of Income-tax Officers. and I should like the Finance
Member to consider that point. These are all the points which I think
ought to be considered carefully, and I hope the Finance Member will
see his way to meet them.

8ir Cowasfi Jehangir (Bombay City: Non-Muhammadan Urban): Sir,
1 welcome a measure of this sort, and on this occasion, since I strongly
criticised the other measure, it is my duty to express satisfaction at this
one. Any mecasure that tends to bring in the full amount of income-tax
which the law of tF> land levies, is a measure to be welcomed, and it
will ultiraately tend to proposals from the Treasury Benches to reduce
the rate of income-tax. I do believe that, if the full amount of incole-
tax was paid in India today, as levied by law, you would get a very
rauch higber amount on the whole than you get today. There is a great
deal of evasion; it is very difficult to datch; it is very difficult to prevent;
but if any measures are brought before this House that will tend to stop
thig evasion, they ought to be whole-heartedly welcomed. There are
scveral points in this Bill which deserve very careful -consideration and,
therefore. it would be waste of your valuable time to go into them in
detail. T do not proposc, therefore, to criticise here certain proposals and
provisions which we shall consider in detail in Sclect Committee. I trust
that the House will send this measure to Select Committee with the con-
fidence that those who are on it will do their best to see that, when it
comes back to this House, it will be a measure that will meet with the
approval of all schools of thought and will meet with the approval Qf not
only what may be called by my friend, Mr. Joshi, the capitalists, but
with the approval of men who, at least for the time being, represent
labour, in which T might perhaps include my friend, Diwan Bahadur
Herbilas Sarda.

The Honourable Sir George Schuster: Sir, the nature of the discussion
makes it quite obvious that the Hosue does not expect a reply from me
at any length. I can only say that the points mentioned by my friend,
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Mr. Sen, will be carefully examined. I should like, before I sit down,
to thank the last speaker, my Honourable friend from Bombay, for his
g:nerous attitude in offering support to this messure just after I had
trodden on his toes in such a painful manner in the last measure that
wag before the House.

Mr. Chairman (Sir Hari Singh Gour): The question is:

“That the Bill further to amend the Indian Income-tax Act, 1922, for certain
glnrpoaes {Second Amendment), be referred to a BSelect Committee consisting of the

onourable the Law Member, Lala Rameshwar Prasad Bagla, Pandit Ram Krishna
Jha, Mr. Lalchand Navalrai, 8ir Cowasji Jehangir, Mr. 8. C. 8en, Bardar Sant Singh,
Mr. F. E. James, Rai Bahadur Lala Brij Kishore, Mr. Goswami M. R. Puri, Bir
tAhbclulla«tll,lo-M&fmm S;:ruwn;dy, Khan B.h&d ulr g. B. Vachhs and the Mover, and that

e number of members whose presence necessary constitute a meeting of
the Committee shall be five.” o &

The motion was adopted.

———

THE INDIAN WIRELESS TELEGRAPHY BILL.

The Honourable 8ir Frank Noyce (Member for Industries and Labour):
Sir, T move: -

““That the Bill to regulate the possession of wireless telegraphy apparatus be referred
to s Select Committee consisting of Mr. T. N. Ramakrishna Reddi, Mr. Rahimtoola
M. Chinoy, Kunwar Hajee Ismail Ali Khan, Rao Bahadur M. C. Rajsh, Bir Leslie
Hudson, Sir Thomas R and the Mover, with instructions to report on or before
the 28th February, 1833, and that the number of members whose presence shall be
necessary to constitute & meeting of the Committee shall be five.”

I have no doubt that the House will have observed with a sigh of
relief that the Bill, for the reference to Select Committee of which I am
moving, has nothing whatever to do with the recommendations of the
Royal Commisgion on Labour. It deals with broadcasting, which,
as .this House is aware, is in #this country at present only in its
infancv. It cannot be regarded even as a lusty infant; that is clear when
it is remembered that only recently it very nearly expired and that even
today it is kept alive by artificial wespiration, in other words, by the fact
that for the purpose of the broadcasting budget we are allowed to take
credit for the customs duty on wireless apparatus imported into this
country. The figures on this subject will, T am sure, be of interest to
the House. According to the revised budget estimate for 1932-33, the
income from license fees is estimated at Rs. 783,000; whereas that from
customs receipts is estimated at Rs. two lakbs. Miscellaneous receipts
bring the total up to Rs. 2,80.000, against a total estimate for expenditure
of Rs. 2,34,000. Now, 8ir, although we hope there will be a small excess
of receipts over expenditure both this year and the next year, it is impos-
gible to agree that broadcasting can be regarded as paying its way. T am
quite certain that this House will not dissent from the view that if broad-
casting is to be continued, it should be continued without imposing 8
burden on the general tax-payer. It canmot really be so regarded—and
in fact the financial position of broadcasting must be considered radically
unsound—so long as we have to take credit as we have done in the
figures which I have given to the House for practically the whole of
the estimated customs receipts in order to show that there ig a balance
to the good. It would be equally justifiable if I were to claim the customs
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receipts on imported telegraph equipment in aid of the receipts of the
Telegrp.ph Department. To such a procedure, my Honourable colleague,
the Finance Member, and this House would very rightly take exception.
It must also be remembered that the expenditure figures I have .men-
tionod show only visible out of pocket expenditure and nothing for
deprecmtlop and interest. It will, therefore, be obvious that the need is
very pressing indeed for the adoption of measures which will enable us
to get an increased license revenue if we are even to meet the
current expenses of the broadcasting services and it will also be obvious
that we want much more again if we ure to extend our service, as I
should very much like to see it extended, by improving the programmes
and by opening new stations. The only method that I can see, by which
increased revenue can be obtained, is by ensuring as far as lies in our
power that those who_ use the broadcasting service pay for it, and thab
a.nd tbat 'only is the object of this Bill. Of the extent to which unlicensed
listening-in goes on in this country it is impossible to form an estimate
but thére can be no doubt whatever that it is very comsiderable. I have
in the file befare me an interesting extract from a leading article in the
Hindu: of Madras, which, I was glad to see, supported whole-heartedly the.
principle of the Bill, in the course of which it was pointed out that
unfortunately the vast majority of listeners are not in possession of licenses.
The figure I.have given for license fees,—Rs. 73,000—shows that the total
number of listeners in this country, who pay for their licenses, is somewhere
in the neighbourhood of 8,000. It may be of interest to the House to
mention in passing that.the corresponding figure in the United Kingdom'
is nearly 4} millions. If we compare the figure of 8,000 with the milliong
of people who could listen in to the Bombay and Calcutta stations on
the cheapest type of receiving sets, the disparity is very striking
indeed . . . +.v , . '

' [ - 1 . [t
An Hpnourable Member: What does it cost?

.'l‘ho Hanourable Sir Frank Noyce: The license costs ten rupees.
An Honourable. Member: The cheapest wireless set?

The Honourable Sir Frank Noyce: I am afraid T do not know: T bought
onc in England myself for fifteen rupees.

~

An Honourabje Member: You can get it for five rupees.

The . Honourable. Sir Frapk Noyce: Now, it is impossible to belim{e'
that there are not more than 8,000 wireless sets already in use in this
country. The figures of customs revenue in themselves establish the
contrary. Our revised estimate of the customs rqvenue, as I h.aye gmd,
amounts to Rs. two lakhs. Thig shows that the number of receiving 'sets
. in use must bo very rapidly increasing and it, therefore, T

4P onture to think, establishes very convineingly the necessity
for this Bill. I.dq not think that the time has yet come when we calf
reduce the customs charges, but T am quite certain that the proper policy
is to reduce them and so to cheapen the cost of receiving sets as soon &8
practicable. That we cannot do until we improve our revenue from
licences, and this Bill, as I have explained, is designed to help us in taking

Ry

the ‘necessary acticn. 8ir, T move. - .
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Mr. Ohairman (Sir Hari Singh Gour): Motion moved:

*“That the Bill to regulate the possession of wircless telegraphy apparatus be referred
to a Belect Committee consisting of Mr. T. N. Ramakrishna Reddi, Mr. Rahimtoola
M. Chinoy, Kunwar Hajee. Ismail Ali Khan, Rao Bahadur M. C. Rajah, Sir Leslic
Hudson, Bir Thomsa}{{an and the Mover, with instructions to report on or before
the 28th February, 1933, and that the numher of members whose presence shall be
necessary to constitute a meeting of the Committee shall be five.”

Mr. F. E. James (Madrus: European): Mr. Chairman, I should like
to congratulate the Honourable the Mover on making this motion to refer
this Bill to a Select Committee, and I only want in a few words to make
two points for his consideration. The first point I want to make straight-
sway is that I do not consider that in this country broadcasting wil|
develop on the basis of individual listening. I feel that very strongly.
and, coming from Madras, I am in a position to say that we have had
som:‘ experience of what one might call mass education and entertain-
ment. .

It may be within the knowledge of the Housc that the Madras Corpora-
tion, largely owing to the initiative of one of the most brilliant Members
of this Assembly, Diwan Bahadur Ramaswami Mudaliar, has for some
time now been running a municipal broadcasting scheme, and the whole
basis of that scheme is not individual listening, but mass education and
mass entertainment. We have considered it to he a perfectly legitimate
charge upon the public revenues of the Mnadras Corporntion to give enter-
tainment and education to the poor, and if the Honourable Member could
be present either on the Madras beach or in one of the Corporation Schools
or in one of the public parks when a musical programme of Tndian music
or an explandtion of some Indian mythological story was being given, T
am sure he would realise that this principle of mass educafion and enter-
tainment through loud speakers is of far more importance than tha deve-
lopment of the individual listener’s programme. T may say, Bir, that
not onlv in Madras. but in other places as well are experiments being
tried. T understand that in the Punjab. Mr. Bravne is working out an
experiment along these lines, and that in Poona the authorities of the
Young Men’s Christian Association are similarly experimenting in broad-
casting programmes by means of loud speakers in villages in a selected
area. Now. S8ir, recently the Madrus Corporation has been impelled to
look beyond the horders of its own town. and they have put forward a
sacheme for o wider system of broadcasting than at present they are
engaged uprn.  This naturallv has gone to the Local Government. and
in connection with that, the Madras Branch of the Furopean Association,
which has been taking n great interest in this question of broadcasting.
has placed before the T.ocal Government a report on a scheme for a pro-
vineial or South Tndian’bmadcasting avstem which would cover the whale
of the Madras Presidency. and possibly, if their co-operation were sought,
Travancore, Cochin and Mveore. Then vou would have a huge aren
covered by a hroadeast system which would not depend unon the sale of
licenses to individual listeners, but would depend upon the distribution
ot loud speakers in villages and small towns throuch' local bodies and
through the edncational authorities. Wa consider in Madrag that such a
scheme would be n nerfectlv lecitimate charge wnon publie funds. The
House should consider what such n proposal would mean in the wav of
education. in the way of public health. in the wav of information regarding
agriculture, industry, meteorology, ete.
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I would refer the Members of this House to the reference to broad-
casting .whlch was made in the Director of Public Information’s Book
“India in 1980-81"". In the Simon Commission also grest stress was la.lé
upon' the necessity of utilising this tremendous power for the benefit of
the illiterate masses, and I venture to suggest that if the expericnce of
other countries were taken into account, particularly Japan, Siam, Russis,
Italy and Poland, where this system has developed, the Indian State
Broadcasting Service would have something far more to consider than
they have at present. My first point, therefore, is to urge upon the
Honourable Member a consideration of the wider aspect of this wholg
broadcasting system. I am convinced that, on the present basis of indivi-
dual listening, on the present basis of a mainly English programme, ths
Btate Broadcast Service cannot do what broadcasting ought to do for the
people in towns and villages. .

- Then, Sir, the second point I want to make is this. When we placed
this report,—and I shall have pleasure in handing a copy to the Honourable
Member,—when we placed this Report before the Government of Madras,
naturally the financial aspect of it was their first consideration. I do noé
say that it was their sole consideration, but naturally it was their first
consideration, and one of the points which was raised at the very outeet
of our negotiations was that, if they, as a Provincial Government, deve-
loped their own broadcasting service, what would happen to al] the license
foes, which are at present collected by the Government of India, and
which might be taken out in increasing numbers as a result of attractive
vernacular programmes in the South. Therefore, I would ask the Honour-
able Member, to consider the question as to whether it will be possible,
in the case of a Provincial Broadeast Service, for some part of the license
fees to be given back to the Provincial Government which would be in-
curring the greater part of the expenditure in that particular area.

There is one other point that I might mention before I sit down, and
it is of some importance to the Honourable Member in charge. I have
said already that I do not think that you can depend upon the individual
listerier for the extension of the broadcast service, and I repeat again that
I believe that an efficient broadcast service should be an essential charge
upon the revenues of the country if the Government or the people of this
country are going to meet the new democratic conditions which are coming
into force and to combat the terrible evil of mass illiteracy. But there
is a further consideration and that is this. While that may be true, I
believe that in the scheme of Empire broadcasting, which the B. B. C.
is now putting into operation and which we hope will develop ultimately,
into a far more effective thing than it is at present—in that, I think there
is likely to be an opportunity for an increase in the number of private
receiving sets and, therefore, a corresponding increase in income from the
licensees. . The kind of programme which is broadcast by the Empire
Broadcasting Station will be the kind of programme that will appeal more
fully to the educated people of this country, and thus you will find a
corresponding increase in the number of licensing sets. I should like to
agk the Honourable Member in charge whether he is satisfied with the
present . arrangements which are made in regard to the relaying of these
programmos. . 1 would further like to ask him whether he considers it
possible for the negessary adjustments in the time of thev loca.] and Empire
transmissions to be effected in the near future so that this programme

may be made available to the educated :?19_’9599 of this qoyntry at & tmore
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appropriste time and in » more offective manner. With these observa-
trons, 1 whole-heartedly support this Bill, and 1 trust that, in dealing
with this matter, the Honourable Member in charge will not lose sight
of the wider aspect of one of the most important developments in modern
umes. (Cheers.) .

. Mr. Gays Prasad Singh (Muzsffarpur cum Champarsn: Non-Mubam.
madan): Sir, 1 confess 1 had no time to look into this Bill at home, but
sivce my Honourable friend, Sir Frank Noyce, made his speech, I have
bad sime to go cursorily into it. (Laughter.)

1 find thut this Bill seeks w give effect to a recommendation which
1 wysell maae w one of my spesches on a former cccasion. (Heur, hear.)
dhe General Purposes Retrenchment Committee, for whose work 1 have
$reat adiuration, smongst their muny recommendustions, made two specific
recounnendutions 10 which 1 took exception on the tiour of the House.
Une was the closing down of the State Broadessting Service, and the
piher was o curtuilment in the activiwes of the civil aviation. On these
two pomts 1 tovk exception to their resommnondations. 1 am glad to see
that the "Honouruble Member-in-charge of the Departinent after all con-
sented to rotain the Broadcasting Service. When 1 go to Bombuy or
Lalousts, I make it a point to have a look at tho broadeasting stations
located in those places. 1 am glad to testify to the good work which they
wrd domng. In these days the brosdcasting service has become mwre than
6 luxury; it has become alnost a necessity of daily life. In schools and
colleges and in other directions the utility of broadoasting service would
be very great. 1 read in one of the broadcasting maguzines or somewhere
else thut in the mutter of rauilway udvertisement the broudcasting service
might be made useful. 1 am ulso glad to know that the customs duties,
‘hich we imposed on the import of these broudcasting materials, have
yielded a substantial revenue, and 1 recognise that the broadcasting ser-
vice, if it is to succecd ws an independent institution, must not be a burden
on the general tax-payer. It is, therefore, quitc proper that the license
fees, if necessary—I also made that suggestion—if it was insufficient,
Tnight. be ruised to a small extent, sud that steps should be taken to sec
that piracy was not resorted to ss far as possible.

~ 1n this Bill there are two important clauses. Clause 3 prohibits the
possession of wireless telegraphy npparatus without license. It is not
uncommon that people keop sometimes these appuratuses without paying
eny license fee. Two or three years ago, I was travelling with a fne'nd
of mine in the Bombay Presidency and other places. That friend of mine
had a wireless apparatus set without a license, and we had the pleasurc
of listening to the programme from Bombay and Calcutta almost every
evening. Of course, I enjoyed the entertainmont, but in order to er}a»hle
the broadcasting service to exist on a financially sound footing, piracy
must be put a stop to ns far as practicablo. Clause 8, as T have gaid,
secks to achieve this object. Clause 8 secks to impose a fine which may
extend to two hundred rupees for the first oﬂenge, and imprigonment,
which may extend to three months or with fine which may extend to five
Sundred rupees or with both, in the oase of a second or subsequent offence.
While fine may be salutary, T do not know whethier imprisonment in a
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cuso like that would be quite suitable. The only cluuse which I have not
been uble to understand quite well is clause 7 which gives power to o
Vresidency Magistrate, o Magistrate of the first class, or a Magistrate of
the second cluss, specially empowered by the Local Government in that
behalf, to issue a warrent for the search, whether by day or by night, of
any building, vessel or place in which he has reason to believe that any
wireless telegraphy apparatus is kept or concealed. I quite recognige that
without an wuthority of this kind it would be very difficult to enforce the
provisions of this Bill. But knowing as we do some of the vagaries of
the .police, I am not sure whether a olause like this is not liable to be
misused. The Belect Committee should look into these matters, and try
to protect the legitimate income of the broadcasting service, while, at the
same time, it should devise some prosedure whereby no abuse of the
provisions of this clause, if it is passed. into law, takes place. The Select
Committee is the proper place to go into these matters, and I hope that
all aspects of the cage will be considered there. I also hope that this
measure, when put on the Statute-book, will not be liable to any serious
misuse, and it will help in placing on a sound footing the financial resources
of the broadcasting service. With these few words, I support this motion.
{Cheers.)

-Dr. Zisuddin-Amad (Urited Provinces Southern Divisions: Muham-
madan Rurael): I take this opportunity to press one point on the Govern-
ment, and that is to increase the number of transmitting stations. At
present we have got only two transmitting stations 'in India, that is,
Bombay and Calcutta, and there is a small station owned by the Corpora-
tion of Madras. I spent some years ago a fortnight over thig particular
question. I inspected all the apparatuses in the B. B. C., London, and
practically all the apparatuses at the Funken Hang at Berlin, and I came
to the oconclusion that all these apparatuses, cheap or expensive, work
quite satisfactorily within a distance of 200 miles from the transmitting
station, but, when the transmitting station is situated at a distance of
svar 200 miles, we require a very clever man to adjust the wave lengths.
At one time you can catéh anything from London, from New York, or
any other part of the world, but at another time you may not be.able to
oatech even from Bombay or Calcutte. It requires a very minute .adjust-
ment for longer distances which a layman cannot do; and, unless we
have a larger number of transmitting stations, it is exceedingly difficult
to dertve the full benefit from these licenses, and full benefit from these
apparatuses.  After wasting a fortnight, I deeided that I should nob
purchase any apparatus, till the Government of India increased
the 'transmitting stations. My second argument in favour of increas-
ing thc number of transmitting stations is the language difficulty.
If this thing is likely to be wuseful to the people, then most
of the things ought to be transmitted in the language of the province.
Therefore, it is very desirable that there should ultimately be 8t least
one trangmitting station in each province and, if this cannot be done
immediately, at least the number mav be increased from two to five in
the noar future. We should certainly have one in Delhi and it will lead to
the ssle of at least 2;000 licenses. It will be possible for men, who ate
not themselves experts, to adjust their apparatus themselves and ecatch
the sounds. I would like to press it very hard that if these transmitting

‘stations canmot be increased to ome for each province, the number may

‘at least be increased to five in the near future.
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Mr. 8. 0. Mitra (Chittagong end Rajshahi Divisions: Non-Muham-
madan Rural): Sir Hari Singh, in addressing you, I follow the ususl
Parliamentary practice. We on this side of the House are for réference
of this Bill to a Select Committee, and in the Belect Committee the
olauses of tkis Bill should be subjected tovery careful scrutiny. Before
I go into the discussion of this Bill, 1 should like to refer to what my
friend, Mr. Gaya Prasad Singh, said about the General Purposes Sub-
Gommittee of the Retrenchment Committee. It is a fact that the
General Purposes ‘Sub-Committee had to recommend even for the abolition
of the State Broadcasting System, but they did it very reluctantly. It
was suggested by that Committee that if it was not possible to make it
pay its own way, then, in the present depressed ocondition of the Gov-
emment’s finances, there was no other course left but to curtail some of
these very useful branches of Government activities.

Sir Hari Bingh, it is not necessary for me to tell you that we on this
side of the House should guard ourselves against the possibility of even
this innoceat measure having been used as an instrument of torture. I
shali make.my position perfectly clear.. Now, the right is given under the
present Bill to the Government to issue or withhold licenses. We all
know from our experience in the matter of securing licenses for the use
of arms thut merely on political grounds people suffer in getting licenses
for arms. It is condidered by some Government officers 88 a great
privilege to be conferred by the granting of license. It is oconferred om
o favoured few who can claim some titles or some Government favours.
I warn the House that, in making rules, if Government take to that idea,
then the public will very much suffer. Now, it is the Telegraph
Anthority who shall be competent to issue licences. It is not a personal
question at all. I have the greatest confidence in the head of the Postal
Department, Bir Thomas Ryan. It is no reflection an him. I know that
8o long as he is there, there will be no injustice, but, on genersl principles,
I'say that some of the sectiong of the Postal Act have also been prosti-
tuted in political matters, for example, the withholding of telegrams
sometimes merely on political grounds. It has been said even in this House
that important felegrams were sometimes withheld under some innocent
sectiong of the Postal Act on the ground that the information was
inaccurate. Even the other day, in reply to a question about troubles in
Aden, the Honourable the Home Member said that it was found that the
information was exaggerated and that that was the reason for withholding
the message under the Postal Act. 8o, they withheld some messages. I
appeal to the Government that, in making niles, the powers given under
tﬁis section may not be misused or abused. As my friend, Mr. Gaya
Prasad Singh, has very cogently argued, broadcasting is not & luxury
now a days. It is really a necessity. '

- [At this stage Mr. Deputy President (Mr. R. K. Shanmukham Chetty)
resumed the Chair.]

It is of great advantage- to Indians, as it helps our educationsl
fnstitutions, in educating the masses on matters of agriculture and in other
things of scientific interest. It is being utilised in other countries more
as an educative instrument, and we expect that in the near future broad:
casting will be utilised in India from a broader educational standpoint.
Ax regards the licence, as contemplated in section 5, I like to press this
view that on account of political or other considerations the right of the
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people to get licences should not be unduly restricted. In sub-clause (8)
of clause 6, it is raid:

‘“In the trial of an offence under this section, whether the accused is convicted or
acquitted, the Court shall decide whether any apparatus in respect of which an offence
has been committed should be confiscated, and, if it so decides, may order confiscation
accordingly.”

It is very difficult for me to understand why, when the accused is
acquitted, the right should be given to the Court to confiscate the apparatus.
Then, in sub-clause (4) it has been suggested : -

“Court inflicting a fine as punishment for any offence under this section may direct
that the amount of the fine or any part of it shall be (s)sid to the prescribed authority
to be utilised for the benefit of the Indian State Broadcasting Service.’’

Instead of making it optional with the court to award only a part,
the whole amount should go to the Broadcasting Service. In clause 7,
power has been given to Presidency Magistrates, TFirst Class Magistrates
and Second Class Magistrates to issue a search warrant by day or by
night. On general grounds, power should not be given to search any place
at night, because in providing for all these cases we must be sure that
they will not be used as instruments of tyranny. Some pcople, from
motives which are not high, may put people to much trouble by conducting
searches at night. If possible, these searches at night should be avoided.
These are the suggestions that I should like the Select Committee to
consider. My main ground is that this innocent provision may not be
utilised on political grounds and I hope the Select Committee will refer
this Bill back to the House in a way that there may not be any objection
from anybody to pass it. ‘Bir, I support the principle of this Bill and the
idea which actuated Government to bring it before this Assembly.

Mr. B. V. Jadhav (Bombay Central Division: Non-Muhammadan
Rural): Sir, I beartily support the motion of my Honourable friend, Sir
Frank Noyce, that the Bill be referred to a Belect Committee. Broad-
casting is very uscful, as has been stated here by the Honourable Member
from Madras. In mass’ education this wireless can be made very great
use of and it is well-known how, in their zeal for the promotion of mass
education, the Soviet Republic of Russia made use of the wireless and
also of the cinemsa for the purpose of diffusing general education to the
illiterate masses. As the Indian peasant is also in the same difficulty,
Government and the people ought to make use of these modern scientific
contrivances to broadcast knowledge to the masses. In this respect, Sir,
the philanthropists also can take their hand. T saw in Sukkur that a
local philanthropist there kept & set in a garden of his at that place and
he kept that garden open- for the general public who are also allowed to
make use of his wireless set. So the people of Sukkur have got the
advantage which they can enjoy whenever they go out in the evening to
take a gtroll in his gardéen and thus learn som_ethmg rmt}, at the same time,
have entertainment for themselves. So, in this way, philanthropist in towns
and cities may help their poor brethren by providing such facilities for
them. ‘But, in order to make wireless popular, Government ought not
to see solely to the reslization of adequate revenue. , : "

frionds here, Sir, pressed his view that this wireless oug
to't())eneinfd;n Zelf-supporting and that it .should not be a burden on the
revénues of the Government. "I think, Sir, that principle ought not to be
accepted in its entirety. This is a means of educating the people, and,
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therefore, it is incumbent on the Government to bear some portion of the
cost. Of course I shall not say that the whole burden should be on the
public revenues, but at all events the Government ought to bear a portion
of the revenues. Now, some portion of the income is derived from
licensing fees. It is Rs. 10, I think, per set, and I think the suggestion
that these licensing fees should be increased is not worthy of our support.
Fhe fee ought not to be increased at all, but it deserves some reduction.
At the snme timew it is found that a large number of people are evading
payment and are making dishonest use of the sets they have. One of the
reasons why such people are induced to make a dishonest use of wireless
apuoratus is, I think, the high import duty that is levied. The duty is
somewhere about 60 per cent., I am told. 8o, as they have to pay an
inordinately exorbitant price for purchasing their sets, they want to make
some money by withholding payment for license fees. If it is the inten-
tion of Government that people should make use of wireless on a very
large and extensive scale for the purpose of entertainment as well as
education, then the cost ought to be reduced, and, when it is reduced, I
think, people will come forward in larger numbers to purchase sets and
to enjoy the benefits of wireless. But, then, if the import duty is reduced,
it means a big hole in the revenues from wireless. 8o it is a problem for
the Government how to udjust these two things. The present measure is
a good one and deserves support of all right-minded people, because those,
who enjoy the benefits of these amenitics, ought to pay honestly for what
they enjoy, and, therefore, I heartily support this measure.

Mr. S. 0. Sen (Bengal National Chamber of Commerce: Indian Com-
merce): Sir, I am sorry 1 cannot congratulate my friends opposite upon
this Bill. We all know, 8ir, that broadcasting machines can be used for
various purposes,—for purposes of education, for purposes of public health
awd for other salutary purposes, and it is necessary, therefore, that the sale
and use of broadcasting sets should be advanced rather than restricted.
But this Bill does not meet any of these points; it is merely a Bilt for.
the purpose of realizing revenue in respect of the licensing fees for :the
use of these broadcasting sets.

Sir, this is the first time, I find, that for realising licensing fees in
cetnastion with the use of innocent machines resort to the police court
should be had by the Legislature. Now, we have to take out licences for
various things,—for our motor cars, for our earriage and horses, for
professions and for various other things and, if any such provision is t»
be inserted that those who fail to take out licences or to pay for their
licences should be sent to prison, then T do not know how many people
would be present here today. Sir, my first objection to this Bill is its
penal nature and that for the mere collection of the licence fees as would
appear from the Statement of Objects and Reasons, and for the proper
and prompt reaslization of licensing fees people may be sent to prison.
Now, camnot that purpose, viz., the colleztion of the fees be served in any
other way except by making provisions for sending people to jail, for
confiscating their sets and for searches by police officers? Sir, this prin-
oiple of teking the help of the police I can never accept and T hope
that, on mature congideration, my Honqumble friend, Sir Frank Newce,
will consider. that the drastic provisions which he has made in this Bill
ought not to find a .place in legislation under any civilized Government.

That is my first objéction.
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1t has been provided that one cannot keep a machine without & licenge
a8 if a broadcasting set stands on the same footing as an arm; secondly,
if I keep a machine without taking out a licence, I am lisble to pay a
penalty of Rs. 100 for the first time, then imprisonment for the second
time, and then the police may issue a search warrant for searching my,
premises, and then, if I am convicted, tbe machinery and the set 'wiﬂ
be confiscated. These are very fine provisions, Sir, for the purpose of
merely realising, say, Rs. 10 from me which I may have forgotten to
pay. Bir, why don’'t they extend the provisions of this Bill to other
. classes of Government dues in order to facilitate the collection thereof?
Then, Sir, instead of making these drastic provisions, why cannot they
think of other methods of collecting the fees? They could license the
persons who deal in such apparatus and ask them not to sell it to any
person who has not got a licence or ask them to give information to the
Broadcasting Department as soon as & particular machine is sold to a
particular person. That would meet their purpose. Instead of making
these drastic provisions which would deter people from buying these sets,
the method, I suggested, can be applied and may meet their purpose. 8o
my earnest appeal to them is to give up the drastic provisions of this Bill
end make such changes in the Bill as will not affect the rights and
liberties of the people. That is my first objection. I have no objection
to their collecting licences by putting fines or penalties upon the people
as i8 done in Calcutta at present on motor licences; if I fail to take a
licence within the proper time, I am liable to pay a fine of Rs. §0. They
can make that provision here. But to have provisions for search warrants
by the police and prosecution, as they have put here, are monstrous.
With these remarks, I hope the Honourable Member in charge will allow
all these alterations to be made in Select Committee, and, therefore,
1 have no objection to the reference of this Bill to Select Committee.

Mr. K. P, Thampan (West Coast and Nilgiris: Non-Muhammadan
Rural): Sir, I have also to make one or two observations in this matter.
In the first place, I feel with my Honourable friend, Mr. Sen, that the
punishment proposed to be given to people who keep wireless sets without
licence is rather drastic. It is quite sufficient if the apparatus is removed
from the owner and confiscated. The licence fee is only Rs. 10 while
the apparatus is always worth ten times, if not more than, the fee;
and it will more than serve the purpose if Government confiscate the
apparatus.

Another suggestion is that under clause 4 schools and colleges should
be statutorily exempted from the payment of fees. The time is not far
distant when, under the auspices of the Directors of Public Instruction,
lectures on hygiene, sanitation and other subjects of useful and educational
character will be broadcasted throughout the provinces. It is, therefore,
in the interests of education that the schools and colleges should he
exempted from these licence fees. I trust these questions will be fully
considered in the Select Committee, and I have great pleasure in supporting
the motion before the House.

" Mr. Lalchand Navalrai (Sind: Non-Muhammadan Rural): I had no
mtention of spesking on this motion, but after hearing my Honourable
friend, Mr. Sen, I have made up my mind. I must say that the broad-
casting industry is very necessary for Indis and it sliould be encouraged
rather than discouraged. On tHat ground, I feel thiat this penal provision
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ir uncelled for. There are other ways of recovering licence fees, by
means of attachment through the civil court, or by the way suggested
by my Honourable friend which is the best one. Before selling an
epparatus to any man, the seller should insist upon the licence being
produced, and that will remove al] risk. Further, we find that for the
first offence the penalty, as we find in clause 6, is Rs. 200 and thep three
months’ imprisonment. This is too hard and severe and should be
modified by the Select Committes. ‘Then, there is the provision of
power to search and confiscate the apparatus. This is absolutely dis- ~
couraging this industry. In the very beginning, such a stringent measure
should not be enacted and 1 would, therefore, submit thet when it is
mtended that broadcasting should be increased and that everybody should
take advantage of it, it is really necessary that we should proceed very
cautiously. I hope the Honoureble the Mover of the Bill will consider
this very carefully and seriously. I further think, no licence is necegsary
for possessing these apparatuses. If the licence is not issued, there will
be several other ways of check. There are inspectors who can take that
duty upon themselves and see that no breach occurs in what is required
by the law. In these circumstances, I support the views of my Honour-
able friend, Mr. Sen.

The Honourable Sir Frank Noyce: Sir, at this late hour I do not
propose to accept one of the two invitations that my Honourable friend,
Mr. James, extended to me. I do mot propose to discuss the wider
aspects of broadcasting. Mr. James has, I have, no. doubt, read what
the Roval Commission on Agriculture, with which I had something .to do,
said about it; and he will gather from that that T realise as much as he
does the part that broadcasting can play in the development of this country
in every direction. The second invitation he extended to me is one that
I hope in due course to accept with very great pleasure, and that is to
see what the suthorities in the Presidency from which he and T both come
are doing in the direction of putting broadcasting to the best possible uses.
I hope some day, in the not far distant future, to do that under his
guidance. .

There is one point that T should like to make quite clear. When I
said that broadcasting should not be a charge on the general tax-payer,
I had in mind, the revenues of the Central Government. I have every
sympathy with my Honourable friend, Mr. James, in hig desire to get
TLocal Governments to use it for the purposes he mentioned. My point
i that Central revenues cannot be expected to bear the cost of doing
that, and that those who listen to the programmes, that we provide
from our broadcasting stations, ought to pav for them.

Mr. James put two other definite questions to me. He asked me
what view the Government of Tndia would take if T.ocal Governments
started their own broadcasting stations and whether we should be willing
to give them back any part of the license fees. I can assure him that
our object is to extend broadcasting as much and as rapjdly as we can, that
we should welcome any assistance that Ioeal Governments can give us
in that direction, and that I have not the slightest doubt that we should
be able to come to a suitable arrangement in regard to license fees.
should be prepared to consider most sympathetically any propogals put
forward with that end in view, bedause T am quite certain that it will
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be a very long time to come before our Central Broadcesting Bervice
can open up sufficient stations for the whole of India or indeed any very
large part of it. And that brings me to a point raised by Dr. Ziauddin,
of whose versatility the House has again had evidence. I -entirely agree
with him that it is desirable that we should increase the number of
broadcasting stations, and the whole object of this Bill is to obtain funds
from which we can find the money to do so. Mr. James mentioned
another rather technical point. He asked me if 1 was satisfied with the
present arrangements in regard to the relaying of programmes. Well, Sir,
I am not as expert in these matters as he is, and as the State has not
provided me with a wireless set, I had not had any opportunity of finding
out for myself how things are going on. But I think it will interest
him if I say that we are shortly expecting in this country a representa-
tive of the B. B. C. and that we propose to discuss with him the exact
pointg that Mr. Jameg mentioned.

My Honourable friend, Mr. Gaya Prasad Singh, for whose support I
am, as I always am, very grateful, suggested that we might raise the
license fees. I think that that, if I may say so with all respect, is
exactly what we ought not to do at this moment. Just at thig time,
when we are trying to bring in fresh people, when we are trying to stop
illicit listening-in, we do not want to encourage it by raising our fees
still higher. As a matter of fact, I consider that the fee is already rather
high, though I do not quite see how that can be avoided in the present
conditions. I believe that the fee in England is only 10s. 8d., whereas
we have to charge Rs. 10. I should like to see our fee brought down,
and I hope that when we get a little nearer to those 4} million listeners-in
that I mentioned, we shall be able to do something in that direction.

Mr. Mitra seemed to see some Machiavellian purpose behind this Bill.
I thought myself it was lucid enough; I have hitherto been associated with
no machinery for torture.

Mr. 8. O. Mitea: I meant nightly searches.

The Honourable Sir Frank Noyce: Mr. Mitra seemed to think that
we were going to make a discrimination in regard to the grant of licences.
1 think I can completely reassure him on that point. We want all the
licensees that we can get. There is no intention of refusing a license to
snybody who ig prepared to go to a Post Office and pay Rs. 10 for it.
Mr. Mitra can be quite certain that politics does not enter into this
subject at all; it is merely a question of hard cash.

I found a little difficulty in following my Honourable friend, Mr. Sen's
objections to licensing. He seemed to me to object to the whole system,
and both he and my Honourable friend, Mr. Lalchand Navalrai, seemed
to think that it is possible to do something better. Our whole object is
to prevent people from getting something for nothing, and I do feel that
that is n legitimate object. And the only way we have been able to
devise is to make the possession of wireless apparatus without licence
an offence. I can assure both those gentlemen who made the suggestion
that we should try to do so by forbidding dealers to sell to people without
licence, that that suggestion has been most carefully considered, but
unfortunately it has not been found possible to adopt it for two simple
reasons. One is that it makeg the dealer a kind of inquisitor. It makes
him unpopular with the people to whom he se.lls his gtuﬂ and, therefore,
such a system would be bound to bresk down in practice.
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Mr. Lalchand Navalral: The penslty is too much.

The Honourable Sir Frank Noyce: I will come to that later.

Another and a more cogent reason is that it is possible to make your
own wireless set and that a great many people do it, and how can we
stop them? Again, when a man buys a set, he may have a licence, but
the licence is a yearly one, and how are you going to trace possession
of the set covered by it after the first year? It is for these reasons that
we have been unable to adopt a suggestion which looks at first sight o
very good one that we should throw the onus on the dealer and not on
the purchaser.

I think, Sir, that covers most of the points which have been raised by
the speakerg in the course of this discussion, with the exception of the
point that our penalties are too high, and also that searches should be
confined to the day and not be done at night. As regards penalties, I
would assure the House that I shall be very willing, if that is a feeling
in the Select Committee, that they are too high, to yield to it and to
reduce them. These pownts are emphatically points for the Belect Com-
mittee and that is why we have moved this motion to refer the Bill to
the Belect Committee. .

In conclugion, Sir, [ should like to thank the House for the support
that it hag given to my motion

Mr. Deputy President (Mr. R. K. Shanmukham Chetty): The question
is: :

*“That the Bill to regulate the possession of wireless telegmphmp aratus be referred
to s Select Committee consisting of Mr. T. N. Ramakrishna i, Mr. Rahimtoola
M. Chinoy, Kunwar Hajee Ismail Ali Khan, Rao Bahadur M. C. Rajah, Bir Leslie
Hudson. Sir Thomas Ryan and the Mover, with instructions to report on or hefore
the 28th February, 1933, and that the number of members whose presence shall be
necessary to constitute a meeting of the Committee shall be five."”

.

The motion was adopted.

The Assembly then adjourned till Eleven of the Clock on Monday, the
20th February, 1938.
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