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Mr. Speaker: If you want a divi-
sion, you will have it. Let the lobbies 
be cleared. I might just express my 
apprehension here. If this decision is 
taken by this House, I might lose the 
discretion of one hour· that I have 
got at present. Hon. Members may 
bear that in mind. Now, the question 
is: 

''That the time allotted for the 
Constitution (Eighteenth Amend-
ment) Bill, 1964 be extended to 
ten hours." 

Those in favour may say 'Aye'. 

Some BOD. Members: 'Aye'. 

Mr. Speaker: Those against it may 
say 'No'. 

Several Bon. Members: 'No'. 

Mr. Speaker: The 'Noes' have it. 

Shri S. M. Banerjee: Let them have 
it. 

The motion was negatived. 

Mr. Speaker: Do 1 have to put the 
other motions to the vote of the House? 
Does Shri More press his motion? 

8hri S. S. More: If you so desire, I 
will not press it. 

Shri U. M. Trivedi (Mandsaur): 
support the motion of Shri More. 

Shri ShlJlkre (Marmagoa) : I also 
support it. 

Mr. Speaker: I do not think the 
advocates (Amendment) Bill requires 
five hours. We can allot four hours 
for that instead of two hours. 

Some HOD. Members: Yes. 

Mr. Speaker: Regarding the Goa, 
Daman and Diu Judicial Commis-
sioner's Court (Declaration as High 

Court) Bill, I do not think it requires 
as much as five hours. 

Shri Nath Pal: But one hour it 
hardly sufficient. 

Mr. Speaker: We will give it two. 
hours instead of one hour. 

The question is: 

"That this House agrees with 
the Twenty-sixth Report of the 
Business AdviBory Committee pre-
sented to the House on the 21st 
April, 1964 as amended by the 
House," 

The motion was adopted. 

1%.11 hrs. 

COMPANlES (PROFITS) SURTAX 
BILL, 1964 

The MiBister of Finance (Sbri T. T.: 
KrIsImamachari): Sir, 1 beg to move·:. 

"That the Bill to impose a special 
tax on the profits of certain com-
panies be taken into considera-
tion," 

The Bill is a short and simple one. 
I have dealt with it in the budget 
speech and I have covered more or 
less the same ground while introduc-
ing the Finance Bill. I shall, there-
fore, confine myself to explaining its 
broad scope and incidence. Since the 
presentation of the Bill, a few amend-
ments to widen the scope of the con-
cessions and incentives provided in it 
have also been formulated. To these 
also, I shall refer while explaining 
the framework of the original provi-
lions. 

In the budget speech, I had brielly 
explained the circumstances .. 

Shrimati ReDD Chakravartty (Bar-
rackpore): A little louder please. 

·Moved with the recommendation of 1ihe President. 
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Shrl T. T. Krishnamachari: I am 
lpeaking as loud as I can. 

I had brieffy explained in the Bud-
get speech the circumstances in which 
it was decided to discontinue the 
luper-profits tax and to replace i~ by 
a tax that would have a generally 
lower and more equitable incidence 
and would be better adapted to the 
requirements of our policy towards 
private industTial investment This 
policy, as it has been reflected' in the 
various fiscal measures of the current 
Budaet, has been explained on more 
than one occasion. But, I have, even 
at a certain risk of repetition, to refer 
to it once more since the rationale of 
the provisions in the Companies (Pro· 
fits) Surtax Bill is again derived 
from the same set of objectives. Brie-
fly, these objectives are that we see 
the need to generate greater savings 
In the corporate sector as one of the 
prime needs of the day. With greater 
savings, th'ere should be an increasing 
plough-back of it for the purposes of 
industrial expansion and growth. There 
should not only be growth generally, 
but adequate investment should flow 
into those industries which have a 
high priority in our design for deve-
lopment. In the process of growth and 
alongside of it smaller units should be 
encourage in order to induce the di-
versification of ownership. Foreign 
private invetm'en+ needs to be attract-
ed to some extent to improve our bal-
ance of payments and for the transfer-
anCe of complex skills and know-how 
to Indian industry. It is in the light 
of this overall strategy, that I would 
appeal to the House to consider the 
Bill that I am placing befoTe it. 

The propOsed tax is to be levied on 
the chargeable profits of companies, 
in exceSs of 10 per cent of the capital 
baSe Or a sum of Rs. 2 lakhs, which-
ever is higher, at a uniiorm rate of 
40 per cent of such excess profits. The 
levy at a uniform rate of 40 per cent 
is, in itself, appreciably lower than 
th'e two-tier schedule of rates that 
obtained in the super profits tax, 

namely, 50 per cent on the chargeable 
profits between 6 to 10 per cent of 

the capital base and 60 per cent on 
the balance amoun'. As I shall eX-
plain presently, the'" ~tatutOl'Y deduc-
tiOn and the capital base are each of 
them more liberally computed in the 
new tax so as to bring about a gene-
rally lower and a more equitable in-
cidence of tax. 

The chargeable profits, for the pur-
PD5e of sUTtax will be the total in-
come of the company as computed 
under the Income-tax Act, exclusive 
of certain items of income and suma 
speciftcally exempted from surtax 
and further reduced by the income 
and super-tax payable by the com-
pany except On certain exem,pted 
items of income. As the chargeable 
profits are to be computed with refer-
ence to the total income, determined 
under the Income-tax Act, all the 
concessions available under that Act 
will, automatically, be availabJoe 85 
deductions fOr the surtax also. 

In addition. some of the main items 
of income and sums speciftcally exemp-
ted from this tax are profits of a life 
insurance business, capital gains, inter_ 
corporate dividends which have been 
exempted from super-tax under the 
provisions of the Finance Bill, profits 
0'1 newly established industrial under-
takings attracting the five year 'tax 
holiday' under the Income_tax Act 
and charitable donations qualifying for 
income-tax relief. Consistent with the 
policy for attracting private foreign 
investment, income arising in India 
to non-resident companies by way of 
interests and fees for rendering tech-
nical services will also be exempt. 
Banking companies, whether Indian oor 
foreign, will be entitled to a special 
deduction for the amount of the sta-
tutor~. reserves or deposits made with 
the Reserve Bank of India under the 
provisions C1f the Banking Companies 
Act Or any reserves created by them 
in India (wbjed to certain lirnitB) , 
whichever is higher. 

I must. however, add that the extra 
amount of super-tax payabJe by com-
panies on their distribution of equity 
dividends, at 7' 5 per cent of such 
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.dividends, will not qualify as a deduc-
tion. The reason for this is clear as 
cthe object of the levy on dividends 
is to place a restraint on the distribu-
tion of profits and this objective has 
to be reflected in the surtax ;IS well. 

The statutory deduction in this Bill, 
. as explained ellI'lier, is 10 per cent of 
the c;lpit..l base or a sum of Ra. 2 
lakhs whichever is higher. It will be 
recalled that the corresponding deduc-
tion in the super profits t..x was 6 per 
cent of the capital base or a sum of 
Ra. 50,000 whichever W;lS higher. Th'e 
effect of the more liber;ll statutory 
deduction in the present Bill will be 
that compllI'atively small companies or 
n~w companies whose profltsbefore 
ctax do not exceed 4 lakhs will not be 
liable to surtax ;It all. In other 
cases, the liability to surtax will be 
.attrac' ed only when their profits eX-
ceed 20 per cent of the c;lpital base, 
including their long-term 10;ln capital. 
As the surtax will, thus, be attracted 
only at comparatively high levels of 
profits and as its incidence wiII also 
be generally lo~r than th;lt of the 
super profits tax, it has not beer. con-
sidered necessary to make ;I provision 
of carry -forwllI'd and set off of any 
deficiency of profits against the char-
geable profits of subsequent years. 
This is, I am told, one of the basic 
defects that has been pointed out by 
industry. But that is the explanation 
for it. 

I may further point out that as 
compllI'ed to the super prOfits tax, the 
.tatutory deduction is not only a 
higher percentage but a higher per-
centage of a lllI'ger capital base. 
The capital base for surtax will 
include not only the paid-up share 
'capital and all reserves of a company, 
including the development rebate re-
• erve, but also its debentUTes and the 
loans specified in the relevant rule in 
the Second Schedule of the Bill. The 
inclusion of loan capit..l, as specified, 
in the capital base will remove the 
discrimination against younger indus-
trial units Which has not built up ade-
qua Ie re,;erves and against units whose 
capital base included a large amount 
.of loan ctIIPital. This discrimination 

Bill 
was inherent in the capital baae com-
putation in the super profits tax and 
resulted in the somewhat anomalow; 
effect that precisely those units which 
needed to build up adequate reserves 
felt a high~ incidence Of the tax, 
making it more difficult for them to 
do so . 

I shall at this stage refer to the 
amendment which I propose to move to 
claUse (v) of Rule I of the Second 
Schedule regllI'ding the inclusion of 
certain borrowed moneys in the capi-
tal base. Under the existing provi-
sion, the moneys borrowed from a 
banking institution are inCludible in 
th~ capital base only if they are re-
payable in not less than 10 years and 
moneys borrowed from abroad are in-
cludible only if they are borrowed for 
the creation of any capital asset~ in 
India. None of these conditions are, 
however, applicable in respect of 
moneys borrowed from the Industrial 
Finance Corporation or the Industrial 
Credit and Investment Corporation of 
India or from ay financial institution 
approved by the Government. I nOW 
propose two main changes in these 
provisions. The first is to provide for 
the inclusion of moneys borrowed dir· 
ectly from the Government also in the 
capital base. The other change is to 
provide that borrowed moneys will be 
aIlo~d to be included in the capital 
base subject, unifOTInly, to the condi-
tions that the minimum-term of re-
payment of such moneys should in all 
cases be 7 years and the purpose of 
the borrowing shOuld be the creation 
of a capital asset in India. This libe-
ralisation would enable medium term 
borrowings fOr creation of capital as-
sets such as borrowings from tJw :ae-
Finance Corporation to be included in 
the capital base . 

I must here clarity that as a corol-
lary to the inclusion of borrowed 
moneys in th~ .capital base, the inter-
est payable on such amounts will have 
to be added back, as all interests are 
added back, to the chargeable profits 
in order to avoid a double deduction. 
namely, once in the determination of 
the assessable income with reference 
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[Shri T. T. Krishnamacharij 
to which the chargeable profits are 
computed and again in allowing the 
10 per cent deduction on the borrow-
ed money included in .the capital base. 

In line with the general scheme at 
corporate taxation in the Finance Bill, 
a specific incentive has been provided 
in the Surtax Bill to encourage in-
vestments in priOrity industries. This 
is in the nature of a special rebate at 
20 per cent of the normal amount of 
surtax payable by a company on any 
profits de1'ived by it from the genera-
tion or distribution of electricity or 
the manufacture or production of thp 
articles specified in the list of the 
Third Schedule to the Bill. This list 
is identical with the list orginally in-
corporated in Part IV of the First 
Scheme to the Finance Bill. The 
HOUSe will recollect that it has since 
approved certain changes in this list. 
These are, mainlY,the inclusion at 
electrOnic equipment and petro-chem1-
cals the deletion of coffee and rubber, 
the modificatiOn of the entry relating 
to electrical equipment and the inclu-
sion of some new items, such as man-
ganese ore, dolomite, mineral oil etc., 
in the entry pertaining to minerals. It 
is, consequently, proposed to move 
amendments for making similar chan-
ges in the list to the Third SchedUle 
to the Companies (Profits) Sur Tax 
Bill in order to make it identical with 
the list in the Finance Bill as it has 
been finally approved by the House. 

IIi the stx weeks and odd that this 
Bill has been be'fore the Parliament 
and the country at large, I am happy 
to notice that it has been generally 
well received. As I have explained 
today, the Bill is an integral part at 
the overall scheme of. taXation embo-
died in the Finance BiU which the 
House has approved and has the same 
underlying objectives. I am there-
fore. confident that this Bill will meet 
with the unanimous approval of the 
AOlls@'. 

~ir, I ft\GN. 

Mr. Speaker: Motion moved. 
"That the Bill to impose a spe-

cial tax on the profits of certain 

companies be taken into consi-
deration." 

Shri T. T. Krisluwnacharl: May 
I know the time allotted for this Bill! 

Mr. Speaker: 3 hours have been. 
allotted. 

Sbrimati Renu Chakravartty: The 
Companies (Profits) Surtax Bill ~ 
replacing almost the super-profits tax 
which was introduced by the hon. 
Finance Minister's predecessor in 
office. The proposals made by Shri 
Morarji Desai were criticised very' 
vehemently and rightly so. But dur-
ing this year, the super-profits tax 
which he had imposed and against 
which there had arisen a huge furore 
right throughout the country is now 
·being scrapped, and in its place the 
Companies (Profits) Surtax Bill hall' 
been brought forward. 

The results of the working of the 
super-profits tax have been disappoint-
ing for revenu~ and encouraging for 
the bigger companies. That was why 
at that time also we had criticised it. 
But this super-profits tax was in force· 
for one year only, and of course, we 
must say that what should have re-
placed it has not lIctually replaced it. 
Instead of that, we have now got the 
Companies (Profits) Surtax Bill whiCh 
has made big business quite jubilant. 
Of course, I do not know what my hon. 
!friend Shri M. R. Masani will say. 
He will probably want further redue-
tions. There is no doubt about it. 

Shri M. '11, Ma!IaDI (Rajkot): Wait 
and see. 

Sbrimati Rea. CIlakravarU7: But 
am quite sure that he will have to 

welcome this Bill because it will give 
a great deal of aavantage to the big-
ger companies in placoe of the old 
super-profits tax Bill. Actually, nei-
ther the Excess Profits Tax Act of 
1940 nor the Business Profits Taz of 
1947 had given as numy advantages 
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'-as the Companies (Profits) S\1rtalI: Bill 
is going to give now. AJ; a matter of 
fact. in my own State, companies such 
as the Indian Aluminium, the Metal-
box Co., GU23!, Keen and Williams had 
either to pay no super-profits tax or 
had to pay only an insignificant 
amount. That was the position with 
regard to the super-profits tax Bill. 
We had wanted a tightening of that 
Bill. But now we find that even the 
super~profits tax has been watered 
down by the present Bill. 

The rules for computing the capital 
of a company are already confusing. 
The present proposals-including the 
'propoals which the hon. Minister has 
just now made, which I have not been 
.able to catch; it is veTY unfortunate 
that We are flooded with certain new 
proposals at the very last minute-
make it more confusing or will make 
the confusion worse confounded. But 
I could make out this much that the 
"amputation will be Jiberalised. Ins-
tead of the 6 per cent reduction on the 
paid-up capital and the reserves as 
per thc3uper-profits tax Bill, the re-
duction envisaged in this Bill is as 
nigh as 10 per cent of the capital, 
reSeTves etc. And I believe that there 
will be further liberlisation as a re-
sult af the amendment which has been 
tabled. I could not gather everything. 
but I could make out this much that 
as a result of the new proposal, there 
will be a further liberalisation. It 
may be, as the han. Minister says, that 
it will be better for the smaller com-
panies. I am not in a position just 
now to give my opinion as to how far 
that will be true. But even that, I 
think, will be a Rs. 4 lakhs base. 

8hri Alvares (Panjim): Below &S. 
2 lakhs. 

An Bon. Member: That is already 
there. 

Shrimati Rena Cbakravartty: Now, 
the rates of surtax have been very 
considerably reduced. I think they 
are of the order of 4() per cent. I am 
'comp3l'ing with the Sup"r Profits Tax. 
It is 4() per cent on the amount lJy 
1WhiCh the cbargeable profits exceed 

Bi!Z 
the amount Of the statutory deductio. 
whereas the corresponding rates were 
50 and 60 per cent. AJ; we see from 
the papers, the compani'es in Calcutta 
aDd Bombay are inwardly jubilant, 
because they knOW that the inciden(,1! 
now will be considerably leIS. 

The relief to the asS"eseees, especial. 
ly to the bigger assessees. Is admit-
tedly also greater, and the surtalt 11 
designed not to bring in more revenue, 
but to give a misleading notion that 
their profits are being mopped up. It 
is very important that we must mop 
up thell: ),rofits. but this giving of in-
centives has only led to further con-
centration. It is said that we want 
these profits for building up further 
capital base, for building up moTe re-
serves for further industrialisation and 
expansion, but actually what has hap-
pened i, that there has been more 
conceontration in the nands at a few. 

This question at moppin'g up of their 
profits should have been foremost in 
the mind of Government, but instead 
of that, we have rather a relaxation, 
and that is why we are opposed total-
ly to this further relaxation in the 
form at the Companies (Profits) Sur-
tax Bill. 

With regard to foreign capItal also, 
there are certain specific incentives 
which have been given. I have made 
my position very clear .when I spoke 
On the Finance Bill itself, AJ; far as 
foreign capital, particularly private 
foreign capital is conceTned. I consi-
der that any further increase in this 
is going to have disastrous results 
politically for our country, as it would 
have for any other under-developed 
country, On this we are very firm, 
and We believe that in the course of 
the next few yeaTS, if we are gomg 
to open wide this gate to allow pri-
vate foreign capital to corne in, we 
shall be again forging the shackles 
Of political dependence. -but the Fln-
ance Minister just brushed it aside. 
Unfortunately, I was not here when 
he replied, I had to go out on some 
urgent work, . but he just seems to 
have dismissed It and said: after all, 
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I do not think it needs an answer, 
people know we will never barter in-
dependence. I think the people will 
have to have' some better assurance, 
tor a concrete understanding of past 
history will belie this expectation that 
the people are not worried already as 
to the trends they see with rcgard to 
the encouragement of private 10reign 
capital, which will not only take away 
a lot of our OWn earned profiJts but 
will weild have a pernicious poiitical 
influence on our count!'j'. 

As a matter of fact, the Budget pTo-
posals for 1964-65 have given several 
tax reliefs both for domestic and for 
foreign investments, and one of the 
most harmful is the foreign invest-
ment will, also benefit from the 
exemption of inter-corporate diVidends 
from super tax. Already, there is the 
case of the royalties; they are also 
going to be exempted from it. And the 
tax on technical services or fees is now 
reduced by 50 per cent. I have ~ 
ken on this, and again I say that there 
should be a further narrowing down 
of this definition of what you mean by 
technical services. We do not want 
that technical services which are avail-
able in India should get this tax ex-
emption. As a matter of fa0t, I know 
that there are many people in Eu-
rope-a lot of people in England, I 
do not know about other places-
young people who are anxious to come 
out to India because their terms and 
the conditions in which they will live 
here are much better than they would 
get in many places in their own coun-
try. Therefore, youngsters come out 
as technical advisers, as people who 
are going to give us technical services, 
while we find the greatest frustration 
among our yOung people, those who 
have got technical know-how, those 
who haVe gone abroad spending our 
foreign exchange for getting that sci-
entific knowledge, becaUSe they do 
not get a chance after coming back. 
Oaly yesterday I think somebody was 
saying if it is white skin, naturally 
the technical services seem to be of 
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a higher order according to same peo-
ple. That is a slave mentality which 
we have to overcome. 

I:l there is some now-how whiCh we· 
have not got, and there are so man,. 
fields where we do not have the know-
how, certainly we can give it, but we 
should define it very specifically and 
the specific fields of technical know-
how which We shall allow for this in-
centive should be Clearly laid down. 

With these words, I oppose the 
Companies (Profits) Surtax Bill. 

Shri M. R. Masaai: Mr. Speaker. 
today the House is somewhat in • 
position of an anti-climax after the 
debate of the last few days on the 
Finance Bill. One gets the feelin~ 
that yesterday one witnessed some-
body being murder~, today one only 
sees the poor man's pockets being 
picked to see what the pickings are. In 
such a situation, all that one can do ill 
to repeat one's protest both against 
the original crime and the petty thie-
ving that follows. 

It has been said that the Super Pro-
fits Tax has been scrapped. The pre-
v.ious speaker said so. On the contrary, 
it has not been scrapped. Only the 
name has been changed, and certain 
other changes have beE'n made. The 
claim is made that this is better than 
the super profits tax. I agree. I think, 
taken as a separate measure, t is a bet-
ter devised measure is more equitable. 
It distributes the burden wider. I do 
not at all deny that, measure to mea-
sure, it is a better devised measure. 
But the relief that this change gives 
will be limit to a number of compa-
nies which have been extremely hard-
hit by the SPl'. I am glad they will 
get the relief. On the other hand, 
many companies which had escaped 
super profits tax are now brought 
within the ambit; particularly section 
104 companies which had escaped the 
earlier measure will now also share 
in the burden. Last year, Mr. Morar3' 
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Desai, my hon. friend's predeceSllOr. 
had stated: 

"If the effect of the Super Pro-
fit! Tax is to retard development 
and the growth of the corporate 
sector .... then the measure would 
not be justified and I would be 
the first person to ask the House 
for a repeal of the provision." 

The hon. Minister has stated ear-
lier, speaking on the Budget: 

"There has been ~onsiderable 
criticism in respect of the super 
profits tax and the uneven nature 
of its effect on industry as a 
whole. The net result has been 
that it has produced a psychologi-
cal resistence and has to some ex-
tent affected industrial growth." 

One would have, therefore, ex-
pected that Mr. Morarji Desai's pro-
mise of repeal of that Act would have 
been carried out. But all that we find 
is replacement of that by a measure 
broadly the same. 

The real point against this measure 
todaY-I am opposing the Bill as a 
whol_is that there is flo case for a 
Surtax Bill. A Surtax Bill would 
only be justified in the level of prOfits 
and dividends were inordinatelv high. 
If one takes a cumulative "iew, one 
finds that the cumulative effect of the 
dividend tax of 7: 5 per cent on all 
dividends, 10 per cent additional cor-
porate taxation on small companies, 
and the capital gains tax on bonw 
shares combined, along with the estate 
duty and the gift tax and personal 
taxation. makes It more !han certain 
that the already low level of profits 
dividends in this country will be fUr-
ther depressed. 

I rely on the studies of the Reserve 
Bank of India to show that the level 
of profits and dividends is already low 
and that it does not justify this mea-
sure. These studies on the worm. 
of 750, 1001 and 1333 companies, cove-
ring respectively two-thirds three 
fourths and 87 per cent of the total 
paid-up capital of public limited joint 

stock companies operating in tI:Ii.-, 
country, show. that in the ('ue of in-
dustries the percentage of divi-
dends to net worth-that is, capital 
plus reserves, ranges between 4 per 
cent to 7 per cent givinl: an avera,. 
of 6 per cent and the percentage of 
dividends to paid up capital varie., 
from 7 per cent to 12 per cent yielding 
an average of 11 per cen~ It also 
shows that a portion of the profits i8 
distributed as dividend and that the 
balance is, in the form of enforced. 
saving, retained in the business for 
growth and expansion. For all indus-
tries, the amount so retained i. on an 
average 4 per cent of the net worth 
and 6 per cent of the paiiI-up capital. 
Out of the total gross capital forma.-
tion of about Rs. 1150 crores beween 
19111 and 1961, the internal resource. 
of the companies covered by the Re-
serve Bank .urvey accounted for 
about 80 per cent' of tlie total finances 
required. 

Now, when the current rate of bank 
borrowing in this country is today 
anything from seven to eight per 
cent, when the debenture and prefe-
rence capital cannot be easily raised 
at nine to ten per cent, can, by any 
stretch of imagination, equity divi-
dends of six per cent on the net worth 
and 11 per cent on the paid-up capi-
tal, be called excessive or extra-
vagant? The answer is a clear· "No." 
And that is why there is no case 
whatsoever for this Bill heinl brought 
before Parliament today. It is the 
,proverbial last straw which would 
break the camel's back. 

If there be any awareness of the 
realities on the part of the Treasury 
Benches, they would have come today 
and said, "Stop; enough damage has 
been done by us; we will now drop 
this measure." But, of course, that 
would be too much to expect because, 
Sir, if I may say 110, the country Is 
today in the hands of economic 
quacks .. 

The patient suffers from low blood' 
pressure. There is stagnation. There 
is anaemia. But the patient is nOW' 
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being treated for high blood pressure 
mstead. It is just like a patient suffe-
ring from low blood pressure having 
,leeches put on him to draw away the 
little blOOd that remains in him! 
This is the kind of treatment that this 
country is being today subjected to. 
'!.'he leeches that are let loose on the 
.people to draw a,way their blood are 
'the bureaucrats and the politicians in 
·office: the new vested interests who 
work together; as I said, the combina-
tion of the Malaviyas and the Sera-
;uddins who batten and fatten on the 
country today. 

As I have said earlier, this bud,et 
as a whole, including this Bill, is an 
attempt at industrial conscription. It 
is an attempt at conscripting all the 
investible resourcea in the hands of 
the Government, just as in time of 
war all the blood and the lives of 
young men in the country are cons-
cripted by the Government in defenee 
-of the country; in one cause it would 
be justifiable, because it would be 
10r the defence of. the country. But 
ihere it is not the defence of the coun-
try but the interests of these new 
vested interests, of corrupt business-
men and corrupt politicians working 
together. 

Twelve months ago, my hon. fri-
end's predecessor showed the same 
self-confidence, the same self-assu-
rance about the effect that it was 
going to have, that was going to do to 
the country a great deal of service, by 
the SPT and by the Compulsory 
'deposit scheme. We saw what hap-
'Pened within six months of those 
Bills. 1 regret that my hon, friend, 
'the present Finance Minister, seems 
'to be basically following, with slight 
-deviations, in his predecessor's foot-
I!teps. I regret it, because he has the 
intelligence, as he has shown by Part 
A of his speech to understand what 
the real remedy is. He diagnosed low 
blood pres,ure. He says we must give 
'a 'dose of stimulation and then what 
;cloes he do? He puts leeches on the 

patients to draw away the blood! This 
contradiction between his own under-
standing of the situation and his own 
diagnosis and his treatment is what is 
really going to harm him in time to 
come and to harm the country, Both 
of which I would deplore. 

The Planning Commission, I am told, 
I read just this morning in the papers 
are now engaged in an exercise; the 
exercise in which they are engaged is 
how to, raise the rate of growth from 
the present miserable two per cent 
or there abouts to seven per cent, so 
that the targets can be achieved. Sir, 
I wish them luck. I wish we could 
raise the target to seven per cent. 
But these are not the men and these 
are not the measures by which the 
rate of growth can he sent up to seven 
per cent. Until this Government is 
changed, there is no hope of this two 
per cent going up to anything like 
three, four or five per cent, leave aside 
seven per cent, because of the mistakes 
that have been made are being repeat-
ed over and over again. 

I shall be told that every country 
gets the Government that it deserves. 
That is broadly true, and np douht in 
the coming twelve months, the whole 
country and all of us will pay for the 
mistake that the electorate made in 
1962. But of all the classes in the 
country who made that mistake, the 
most culpable and the most criminal 
are large elements of our business 
classes. They had been amply warn-
ed; they knew what they should ex-
pect from this group of people with 
their Marxist dogma and their Stete 
capitalist pattern. But yet, the large 
bulk of them went and got On the 
band wagon and heIped in retunling 
this Government to power. 

Shri Nath Pal (Rajapur): They 
have everything to do, Find out; luSt 
read that part of the Mahalanobls 
Committee's report, where every iIlltl-
tutien has heen used for the benefit ~ 
big business in this country. They do 
not invest wilthout knowin, their 
benefit in return. 



I2307 
t.. 

Companies VAISAKHA 2, 1886 (SAKA) (Profits) Surtaz 
Bill 

Shri M. R. Masani: I was going to 
-say-I agree with Shri Nath Pai basi-
cally-a little before he interrupted 
me, that these elements in the busi-
ness clases unfortunately in India they 
have been in a majority-they have 
put their immediate short-tenn inter-
ests ahead of their 10ng-teTm interests 
and the interests of the country as a 
whole. They have tried to go in for 
the quick rupee, through permits and 
licences, rather than consider what 
kind of country their children will be 
growing up in, whether those children 
will be able to breathe the free air 
of a tree society or would suffer as 
robots under a totalitarian dictator-
15hip. 

Shri Joachim Alva (Kanara): Some 
leading businessmen in India gave. 50 
per cent to the Swatanlra party. 

Shri Nath Pai: 33 per cent. 

Shi M. R. Masani: That is exactly 
what I was trying to say: even if a 
handful of them picked up that much 
courage, they had to re-insure by giv-
ing twice as much to their opponents 
that they gave to three frien<ls! That 
is exactly what I am referring to. The 
fact is. with honourable exceptions, 
the bulk of the business class, includ-
ing many honest business-men unfor-
tunately along with the bad eggs, have 
been indulging in this very short term 
device of feathering their own nests 
and letting the interests of the coun-
try and their own fundamental inte-
rests go hang. 

Year after year, ...... e see the nauseat-
ing spectacle of these gatherings of 
businessmen meeting in Delhi in the 
month of March inviting for the inau-
gural address,-who? not their fri-
ends, but the Lord High Executioner 
as Gilbert and Sullivan would have 
called him-who goes every year and 
gives them a smart kick in the pants 
for which they pass a vote of thanks! 

Shri Nath Pai: The present Finance 
Minister is an exception, 
399 (Ai) LS--4 

Shri M. R. Masani: This shOWS the 
servile and supine character of large 
elements of this class. We may say. 
let them catch it; they deserve it; I 
would agree. And if only the inte-
rests of a handful of these big busi-
nessmen to whom Shri Nath Pai refe-
rred were involved, I would be the 
last to shed a tear, but the fact re-
mains that since we want capital for-
mation, since we want to increase the 
rate of growth, the only way is for the 
first priority to be given to increased 
production and increased productivity. 
We need those people; we cannot do 
without them. In other words, free 
enterprise,such as it is, is an essential 
element in a free society. The al-
ternative is communist dictatorship 
of the Chinese and Russian variety. 
So, that is why, whether they deserve 
it or not, one has to give them a fillip 
to collect the capital which the coun-
try requires for capital formation. 

The majority of bUSinessmen, as I 
insist, are good honest people. They 
are being led or misled by dubvioull 
elements. It is time, after this budget, 
that they opened their eyes and assert-
ed themselves and the businessmen 
with clean hands, who have nothing 
to hide, came forward and gave a cor-
rect lead to their class. This is now 
probably the last warning they have 
betol'e they are liquidated. If they 
do not do it now, they will reserve 
what is coming to them. Let them 
even now realise their civic and poli-
tical responsibilities. Let them rea-
lise what agree soeity enjoins, what 
kind of policies they should follow and 
want the Government to follow, If 
their children and the children of all 
of us are to be free citizens in a free 
India. 

I believe that the beginnings or the 
first signs of that awareness and educa-
tion are visible. I would like to think 
that the debate that started on the 
3rd March and ends today or tomor-
row will have played an educative 
part in making our people aware of 
these harsh realities. 
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Shri Monrka (Jhunjhunu): Mr. 
Speaker, Sir, as I heard the non. spea-
ker who preceded me, I was a little 
BUrprised becaUSe I expected at least 
the hon. Member Shri Masani to say 
IOmething about the merits of the 
Bill. He deal with mostly the gene-
ralities about C<lrruption, about contri-
bution to political parties, etc. The 
hon. Member, Shrimati Renu Chak-
ravartty, said that this Bill is more 
soft, or much softer than the previous 
one, namely, the super-profits tax 
measure. That is true; the rates are 
reduced; the capital base is increased 
and its is sought to be made more ra-
tional. But, at the same time, she must 
remember two main provisions which 
existed in the previous Acts and which 
are now taken away in this one. The 
first one is that in the Super-profits 
Tax Act, there was a reduction of 10 
per cent from the taxable total in-
come or 20 per cent from the char,gea-
ble profits given before ,charg-
ing any super-profits. Even after deter-
mining the chargeable profits, the re-
duction of 20 per cent from those 
profits was given before any tax was 
Charged. That was under the Super-
Act, Now, under the new Act, that 
concession is removed. 

The second special concession which 
has been removed as compared to the 
previous Act is the benefit of carried-
forward losses. If in one year there 
was no profit or there was a deficiency, 
then it was taken to the next year 
i.e. the deficiency of the previous year 
was taken into consideration in the 
next year. But under the new Bill, 
that facility would no more be avail-
able. Each year taxes will be payable 
according to the profits made in that 
year alone. 

Mr. Masani said there is no justifi-
cation for this measure at all. I beg to 
differ from him. As he knows, there 
are the revenue needs for defence, 
development and also rehabilitation 
which is a new need; these needs have 
by no means disappeared or even re-
duced. 

Bm 
Shri M. R. Masani: Question I have 

explained how no additionaJ taxation 
is necessary this year because of the 
inordinate expenditure of an unpr~ 
ductive kind. 

Shri Morarka: The three major 
needs I have mentioned are there. 
They are not reduced; they are likely 
to increase in the near future. To that 

. extent, there is full justification for 
this measure. After all, from which 
sector can these revenue needs be met? 
Our economy is mostly controlled by 
the corporate sector. Unless you in-
crease the tax on the corporate sector. 
you are not likely to augment your 
revenues substantially. So, there is 
no escape, whether the Finance Mi-
nister likes it or not, from levyin& 
this tax for sometime to come. 

Mr. Masani gave th averages which 
are worked by the Reserve Bank. They 
can be misleading sometimes. They 
are all right for judging the general 
economic C<lnditions in the country. 
But when you consider particular tax 
proposals, the average can be mislead-
ing. The total average profits of the 
corporate sector may be 7 per cent. 
That 7 per cent may apply to 30,000 
companies and it may apply to a paid-
up capital of Rs. 1300 crores, But there 
are certain companies which may be 
making a profit of 100 Der cent and 
other companies may be making 5 
per cent profit. Then there are still 
other companies which might be 
making a loss. So, the averages 
are very misleading. Let me give 
an example. Under the surtax 
sclheme, . as compared to the 
super-profits tax, one company alone_ 
I would not like to mention the name, 
though it has been published-is 
going to get benefit to the tune more 
of than Rs. 1 crore. That is a big 
company. So, can it be said that this 
Bill is not helping anybody or that 
this is going to tax the people to such 
an extent that even the 6 or 7 per 
cent which companies are making is 
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jtoing to be wiped away? No, Sir. 
There are about 26,000 companies big 
and small. Some companies are 
making very huge profits and some 
small profits. This measure would be 
applicable only to those companies 
which are making big profits. So, 
there is rationale, there is justifica-
tion in this taxation. 

I want to have one or two clarifica-
tions from the Minister regarding the 
latest amendments which he has 
moved just now. He says that only 
those loans would be included in the 
capital base which are repayable dur-
ing the period of not less than 7 years. 
From 10 years, he has reduced it to 
7 years, which is more reasonable. 
Suppose there is a loan given and the 
first instalment of repayment starb 
after two years, the second instalment 
after three years and so on. 
The moment the first instal-
ment becomes payable, would the loan 
be considered repayable or, would it 
be considered repayable only when 
the last instalment is paid? This clarI-
fication is very essential because from 
the language of the amendment he 
has moved, this particular point Is not 
clear. 

The other thing is, this qualification 
of 7 years or 10 pears was applicable 
only to the loans taken from the 
banks. Under the new amendment 
which he has moved, this would apply 
to the loans taken from the !FC and 
ICICI and other institutions also. The 
difficulty is that these loans are given 
only for creating capital assets for new 
industries. Sometimes loans are not 
given for 7 years. but for 5 years only. 
Therefore, I feel that the loans given 
by IFC and ICICI which are definitely 
for the purpose of creating assets and 
are given to new companies for deve-
lopment purposes must necessarily 
form part of the capital base. 

With these two suggestions, I sup-
port the Bill. 

Shri M. R. Ma.~aai: Will you kindly 
indicate when the Minister will be 
called to reply, Sir? 

Mr. Speaker: It is difficult to anti-
cipate it in the present circumstances. 

Shri M. R. Masani: It will be today. 
I suppose. 

Mr. Sepaker: Yes. 

Shri Himatsingka (GOCda): Sir, the 
provisions of the 'Surtax Bill as ex-
plained just now, are certainly better 
than the provisions in the Super-pro-
fits Tax Act. But some new elements 
have been introduced in this which 
keep away a large number of com-
panies which would otherwise have 
benefited. Under the Super-pro5.ts 
Tax Act, the chargeable profits were 
calculated more or less on the same 
basis, except that the capital base has 
been slightly widened, but the inte-
rest payable on the loans is deducted. 
Therefore, there is no large benefit in 
the widening of the capital base. But 
at the same time, under the Super-
profits Tax Act, there was the stan-
dard deduction of an amount equal to 
6 per cent of the capital of the .c?m-
pany as computed under the prOVISJOnS 
of the second schedule or an amount 
of Rs. 50,000 that used to be included 
over and above the provlsloU of 10 
per cent of the profits. Taking both ot 
them together, it was certainly much 
more than what is proposed to be 
allowed as 10 per cent of the capital 
base. Therefore, though the capital 
base has been widened, the chargeable 
profits have become a little more than 
what they were under the Super pro-
fits Tax Act. 

As just now explained. in the Bill 
as introduced, under clause (v) of 
the second schedule, moneys borrowed 
from the IFC and other credit corpora-
tions were taken into account as capi-
tal base whether they were for the 
purpose' of creating capital asset or 
not and whether or not they were 
borrowed and repayable in less than 
7 years or less than 10 years. There 
was no limitation as regards the period 
of repayment in regard to most of the 
loans from these corporations, except 
when money was agreed to be bor-
rowed from any bank, when the ques-
tion of 10 years was applicable. Simi-
larly, money. borrowed from ,.ny 
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[Shri Himatsingka] 
person in a country outside India-in 
that case only the creation ot any 
capital asset was required; not in the 
case ot other loans. Therefore, there 
might be a lot ot difficulty when this 
provision is going to be applied and 
the benefit that is intended to be 
given by the hon. Finance Minister 
may not be available to many com-
panies when it it strictly interpreted. 

The amendment that has been pro-
posed, to lIlly mind, makes the posi-
tion still worse. Under the proviso to 
the first amendment, moneys borrowed 
have to be taken into account only 
when such moneys are borrowed for 
the creation ot a capital asset in 
India and the agreement under which 
such moneys are borrowed provides 
for the repayment thereof during a 
period of not less than seven years. 
As has been indicated by Mr. Morar-
ka, almost all the loans that are 
taken from these financial corpora-
tions begin to be repaid either in the 
second year or in the third year in 
any "event. Whether those loans can 
be said to be under an agreement 
where the repayment thereof is du-
ring a period of not leSs than seven 
YEars in the point. 

13 hrs. 

I think, Sir, in the interpretation ot 
this Act there will be a lot of diffi-
culty. Not only there will be a lot 
of difficulty, but I think all these 
JvtifiS which begin to be repaid in less 
than seven years will all be excluded 
and, therefore, the benefit that is 
intended to be given will not be 
available to the companies unless that 
position is made clear. I, therefore, 
hope that position will be taken due 
consideration of. 

There is one more point. In the 
Super Profits Tax Act there was 
a provision . . . 

.n ~r.;f.~ (inOfl) ~f\T 
~ ~I~ f'Rf ll''fT ;;fT 'l\"r ~ilT 

~ <'£tT ~ ~ "In: ~ ~'T'i 
~~ ~ fur 'f;<: <:~ ~ ~ft;il" f~ 
"l:fr~ il"~T~ I 

Mr. Speaker: The hon. Member may 
resume his seat. The bell is being 
rung-there is quorum, now. Then 
hon. Member may proceed. 

Shrj Himatsingka: I was saying 
that in the Super Profits Tax Act 
there is a provision-Section 5--
which provided that where there is 
a deficiency in relation to any assess-
ment year the assessee shall be enti-
tled to relief in accordance with the 
provisions therein mentioned. That 
providEd that if in one year a com-
pany made a huge profit and it be-
came liable, if in the subsequent year 
it had not the chargeable profits and 
there was deficiency that deficiency 
was allowed to be carried forward. to 
be taken advantage of in the next 
year to be set off against that amount 
of the profits; that is to saY, the defi-
ciency was t~ken into account, the 
profit was reduc<od to that extEnt and 
the balance only was chargeable. That 
benefit is not being given. I feel 
that this should be allowed even this 
year because the Surtax Bill is 
merely, in a way, replacing the old 
Act by certain changes. Therefore, 
this salutary provision should be made 
there and that advantage should be 
available. 

With these suggestions, 
support the Bill. 

Sir, I 

Sh:"i Alvares (Panjim): Sir, while 
presen ting his econo'llic survey for 
last year, at the very outset, the 
Minister for Finance had stated that 
there is a great need to mobilise all 
savings and to step up the collections 
for this purpose. He said it in the 
context of the continued Chinese 
aggression and in order to fulfil our 
economic needs in the country. 
I think it was in that context that the 
Super Profits Tax was initiated and 
it paid good results. Sometime later 
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the Minister himse!! characterised the 
economy as buoyant, and the super 
profits tax lent support to this assess-
ment because in the first year the 
income from the super profits tax 
was Rs. 20 crores and in this financial 
year it was expected to be Rs. . 25 
crores. I am sure, if the collections 
are made as seriously as he has pro-
mised the House, it will be more than 
Rs. 25 crores in this current financial 
year. 

I do not understand why, when the 
super profits tax is obviously justified 
looking to the state of economy, look-
ing to the fact that there are super 
profits made by the corporate sector, 
it should be substituted by the Com-
panies (profits) surtax Bill. As Shri 
Morarka has said, it is obviously a 
relaxation when compared to the 
Super Profits Tax Bill. While a there 
is a slight intensification in regard to 
the chargeable profits, the Minisrer 
himself has admitted that in respect 
of statutory deductions and the com_ 
putation of capital costs h" has con-
ceded a great amount of liberalisation 
50 that the corporate sector is able to 
find some relief by the introduction 
of this Bill. 

Now, the point is this. In Part (2) 
(>j his speech in introducing the 
budget, the justification for the substi-
tution of the Super Profits Tax Act 
has been made out, that it had some 
adverse effect in certain sectors of 
the economy. Today, when speaking 
this morning, he talked of two other 
reasons. One is the need to mobilise 
savings and the other need is to create 
a climate for investment. Savings, 
Sir, there were. The super profits tax 
yielded Government Rs. 20 crore! last 
year and the expectation is that it 
will yield Rs. 25 crores in the current 
financial year. These are by the 
savings in the hands of the 
Government. What is proposed 
Companies (Profits) Surtax Bill is 
to reduce the quantum of this Rs. 25 
crores available directly and exclu-
sively to Government for investment, 
and to pass on a part of this amount 
into the hands of the corporate sec-

tor-that is, in the hands of the pri-
vate sector-for the purpose of in-
vestment as they like. 

The important point for consi-
deration is this. If the economic 
survey had made out this important 
fact that there is a need for Govern-
ment to mobilise all resources for 
meeting the aggression by the Chinese 
and to build the economic base in 
this country and the super profits tax 
was introduced within this context, 
I cannot understand how it is logical 
that the super profits tax is substituted 
by a more liberal provision in the 
companies (Profits) Surtax Bill? 

Therefore, we must now ask ihis 
question of the Government, what does 
the Government propose to do and 
why has it done this. There is one, 
naturaIly, 'the main point for consi-
deration and that is this, that the 
Government by an act of deliberate 
policy is making life more pleasant 
for the corporate and the private sec-
tor. Therefore, Sir, to that extent the 
Government is depriving itse!! of 
assured and guaranreed revenues to 
the extent of Rs. 25 crores which it 
would have had for itse!!. 

13.08 hrs. 

[SHRI SURENDRANATH DwIvEny in the 
Chair] 

There are one or two questions 
which I would like to ask of the hon. 
Finance Minister before I can agree 
to give support to this Bill. The first 
D, while the Government divests itself 
of this assured income from super pro_ 
fits tax and passes on a large amount 
of relief to the private sector in the 
shape of corporate dividends, will the 
han. Minister assure this House that 
he will adopt countervailing measures 
by which that investment which the 
Government would have made through 
the investment of these' Rs. 25 crares 
available from the super profits tax, 
he will make through compulsory 
investment by the private sector? In 
other words, if the Government had 
a programme of investing these Rs. ~ 
crores from the super prollts tax on 

certain projects, on certain develop-
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[Shri Alvares] 
mental works, will he agree that he 
will also make it compulsory that 
whatever money the private sector 
makes as a result of the relaxation 
through the Companies (Profits) Sur-
tax BJI is invested in those projects 
that the Government had in view? 
Otherwise, the result will be that the 
Government will find itsel! short of 
revenues and the private sector will 
have a large amount of money by 
which it can invest at its own sweet 
will without relation to the priority 
economic development. 

The second assurance that I would 
like to ask is this. While speaking on 
the Finance Bill, I had suggested that 
the Minister is preparing a climate 
for the invitation of foreign capital 
into this country. I lree in the Com-
panies Profits Surtax Bill such a pro-
vision actually made whereby a cli-
mate has been created, a climate has 
been assured that a large amount of 
profits which hitherto went to the 
government through the levy of 
super_profits tax are now available 
for retention by the. private sector, and 
in the circumstances in which this is 
made I have no doubt that it is an 
invitation to foreign capital by creat-
ing a suitable climate. The recent 
method by which the Finance Minis-
ter has made this thing all the more 
inviting is by including a number of 
industries that are listed in rule 8 of 
the Industries (Development and 
Regulation) Act in the Second Sche-
dule. Therefore, by these two methods, 
by the relaxation and by extending 
'-"'e Companies Profits Surtax Bill to 

) larger number of basic indU6tries 
!han are hitherto exempt to pay 
JUper profits. tax, the government has 
made an overture to the private sector 
to come forward. Now, I have no 
objection to this provided the go-
vernment will insist that whatever 
investment it would have made in 
specific industries will be carried for-
ward by the private sector in those 
very industries; otherwise, it would 
mean that government is divesting 
itself of necessary revenues and then 

seeking foreign aid at very unfavour-
able terms, at the same time, allow-
ing the private sector to expand at 
its sweet will. 

I hope the government will be able 
to give these clarifications and we 
can then decide our attitude in the 
second reading of the Bill. 

Shri K. C. Sharma: Mr. Chairman, 
I am rather surprised and pained at 
the performance of my esteemed 
friend, Shri Masani. As a lawyer I 
have experience enough to categori-
cally state that abuses never make any 
arguments. They are hardly convin-
cing. No lawyer who took to hot 
words or abuses-perhaps, abuses are 
not permissible in a court of law as 
they are here-has ever raised himself 
to the reputation of an eminent law-
yer in that learned profession. What 
is true a bout a court of law and a 
lawyer should apply equally, perhaps 
with much more force, in the case of 
Parliament and politicians. 

The position is that We have to 
face three difficult situations. One 
is war. With regard to war three 
important factors are to be taken into 
consideration. One is soldier-a large 
number of soldiers. We know that 
the Chinese had the largest number 
of soldiery in the world. From the 
early 18th century Napoleanic war 
to the 1951 limited Korean war, it 
has been proved that a country with 
a well-equipped army of trained 
soldiers is not able to inflict the heavy 
blows on twice the number of invad-
ing armies. Takini( this fact into 
consideration, it is necessary, rather 
it is imperative that a large number 
of soldiers must be r~ruited. A 
large number alone counts quite a 
lot. From 321 BC of Alexander's time 
to the Hitler's time of the present day 
it has been proved that men in rela-
tion to weapons and equipments 
count in the proportion of 3: 1 if 
their morale is high. Therefore, we 
cannot ignore the importance of the 
number of soldiers, and increase of 
soldiery means money. 
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The !econd question is equipment, 
-third technology and fourth war indus_ 
tries. How were the countries fight-
ing during the first and second world 
war? The two great countries, 
England and France fought their 
wars mostly on gold and foreign 
securities. Foreign securities 
and gold are two sources for 
industrialised countries or deve-
loping countries to make enough 
investment for war preparations. But 
India, unfortunately placed as it is, 
bas hardly any foreign security and 
though gold is hoarded in large 
quantities, the primitive sentiment 
for gold as we have, we are not going 
to part with it. So, taxation is the 
only alternative left to government I 
do not want to dilate on war indus-
tries because it is a proposition which 
bas been discussed 30 often in this 
House. 

13.16 hrlI. 

[MR. DEPUTY-SpEAKER in the Chair] 

The second problem facing the go-
vernment is the rehabilitation of re-
fugees. When Germany was con-
fronted with this problem, a capital 
levy to the extent of 50 per cent was 
imposed on special properties. The 
result was that the German refugees 
that came from Poland were as good 
citizens in no time as any German in 
his native land. Here. on the other 
hand, people come and they are 
thrown on the land. Some die; some 
take to ordinary occupations and the 
most unfortunate of them take to what 
is called subsistence agriculture. This 
subsistence agriculture is practically 
dying a long time; the man goes on 
starving till disease brings death 
nearer and he passes away. That is 
no solace to anybody who walks 
hundreds of miles under most miser-
able conditions. In order to avoid 
the instataneous death, they take to 
alow poisoning death. 

If those refugees are to be rehabi-
litated, some new industries have to 
be started. So, my respectful sub-
mission is, as I told elsewhere, if 

we mean business, we have to take 
advantage of the best technological 
and organisational expertise and make 
large investments in industries to 
rehabilitate the refugees and help 
the economy of the country and 
thereby help the unfortunate victims 
of the inhuman violence by the human 
beast. 

The third situation which we havtl 
to face is in regard to our economic 
development. India stands at' a 
place in the economic development. 
development which needs what is 
called big push investment. Now is 
the time when we invest large sums 
of money for the industrial progress. 
Otherwise, with a growing popu-
lation India is doomed to failure. 
With a large population of 450 million 
people, with large areas of land, with 
a great history behind it and greal 
leadership leading the country, this 
failure would be inexcusable in 
history. So, my respectful submission 
is, whatever the fault here and there 
might be, the will is there and money 
is required to meet the difficult situa-
tion that the country faces today. 

With these words, I support the 
Bill. 

lilT .... (1iffilT);r) : ~ ~qr­
~ll'irl~,~~l;f<:mfif"l' 

'f>f ~ if.r tl'~<l'lR f'PIT cl"r ili: ~) ~ 
lI(fur 9'm f~ ~ 'ST~~ ~ 'f>f ~r 
~ ;m; ~ ~ ft::m gm 
~ I ~ m ;m;rr ~ I ;;rr !f'imI' '1':-
m: lf1' 'i, 0 <rnk 'STTf'fiG ~ m-~ ~­
~ Yo ~ 'R: ft::m ~ I ~ ~ 
smmr: 'f'1f 'R: ft::m ~ I ~l vm 'li<i 
~~~'I'{f~ I~m 'f>fcrnr ~T 
~ 'ff1f <m'I' ft::m ~ I iIT<Ift SIT-
~~ ;f~ ~ ~ ~ ~ !f;f ~~ 
=!i1: ft::m ~ I 

~ ~ fcm *fr ;;rr Wfift "0fC 
~ ~~itcr) ;rnlt~ ~ ~ IIfr 
f~~~~iI;f;;rit'f>f'IIT 
~ ~ I '3~ ~ m-:-
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["'T~] 
"Speaking on Super Profits 

Tax in para 51 of the budget he 
has stated as under:-

'There has been considerable 
criticism in respect of the Super 
Profits Tax and the uneven nature 
ot its effect on industry as a 
whole. I understand that some 
ot the. corporate units with a large 
capital base have not been unduly 
affected by the Super Profits Tax 
as it is at present tramed while 
some have to bear a much larger 
share of the burden. The nett 
result has been that it has pro-
duced a psychological resistance 
and has to some extent affected in-
dustrial growth.' " 

~ ~<T m ~ 1lT'@ it ~ 
~ftr ~ ~t ~,f'Wi ~t ~ ~R 'f>l1' 
V'T ~T ~ I lf~ crT !!!Tlf ~ ~ fap ~ 
~<T t'f':T apT ~'l" ~ it fuit !!!Tlf 
~~t'f':T~t9'f>l1''I><:it~<'!1TT 
f~liT ~ I ~f'fi"f lro f'f'im: ~ fap fI7:-

t'f':T ~ ~ ~Rr <it 'torT ~ f~ 
m<: qf<:UlT~ ~~Rr '1ft 'l"T'l" 
~ ~Tr.t I it f<re" +ioIT orT ~ ~ ~CIT • 
~ fap mfu<: ~ ~~ ~ apT ~Rr 
'fiT fsRr <:1FfT 'fT@" ~ lIT ~ I ~~ 
~ "m!(f ~ f", ~ ~<m: it \IT ~ 
m crT ~7j; f<ilt ~ ~"'\ <forT f~ 
'fTf~ ~ crT m<Ii m<Ii ~ iorr 'fTf\?it 
fap ffll ~;;<it ~ ~~;;r ~1 ~ ~ I 
lfff ~<T ~ q 'OTft 11ft ~ ~~~ 
~ 13' 'flIT 'fiT11OJ ~ ? ~.m "'Iro 'fiT 
«orT t'f':T it 1;'1 it ~ it 'WPT 'lWT-
~!/R ~TCIT ~ I 

fqfCflR if~ '!>f11l/R ~ o;f1RT f<:'11t 
it 'fiW ~ fap ~~ 'fiP:rf;;ll:f i'i f~;lor­
ijc~, ~~~f'fi"f~~1l'il:~ 
ffi ;;~1 liT orTCfT ~ fap ~T 'fiP:rf<r1l'T 
it ~m ~ ~ ~,.<: ~<T ~ ~ ~T 
~T it ~ ~r.rT "I'~T apT \IT l1mI"f 

Bin 

~ro ~;;r ol"P m<: ~f"l'Cf ~ ~ 

~ I lflf ~T ~T ~ ~ fap i<TT fap ifT<T 
'!>f11l/R ~ 'fiW ~ ifgcr ij"T 'fiP:rf-rlfT ~ 
fmnl.l-w ~ ~ij" wf.t f~ 
it m; fuit ~T ~'fi"f mr 'fir ~'fi ~ t 
m 'I><: ~ crT ol"P ;;~ ~mr I f~ 
orTij" '!>fmr;:r '1ft f~fcf~l1 ~ ~ ffi ;ffl'hrr 
~ fi'f'ff<'l' ~ 'fTf~ f'fi Cf11T11 'lit 
CI'I1T1l 'fiP:rf;:rllt ~<Jif ~. I it ~ ~ q-
~'fiT<: ;:r~ 'fi<:CIT f'fi mtR' apl ~;; 'R ;;;w<: 
;v.;T 'fTf~ I ~ ~1<: it 00 ~ f'" 
orT f~ ~, ~ ~:a'13'~ ~ 
~ f'fiCf'fT mftg ~ f;;orT fil:~ it 
Wif ~ I ~ If\? '1fT 11T'i'f ~ fap 'fil'q;;')' 
it ri it <I;;1f; ~ ;;rf.t 'foT ~ 'I'li"~, 

l1lC<: 'fiT ~ mR mr ri mf11"l' il:Rr 
~, ~<T ~ "'T orl ~ lIT m<rlffl1cfCfl1i' 
limT. ~ ~;; it f<ilt mtR' "'1' 'fiP:rf;;ll'f 
'R ~ ~<: WifT 'fTf~ I mtR' "'1" 
{<Tit f<ilt ~ ~ ~ fap 'fiP:rf-rlfT 
"'T 'torT ~crT ~T <:%: I f-;rn ~ m1<: 
it ;;m [TU 'ffi1 'fiT ~<: ~lCIT ~ 
~T ~ ~ij'T ~ 13' ~lft 'fiT ~~ m'f> 
~ it'iorT 'fiT ~ ~1(f ~ ~')' 
~ I ~ m1<: it ~ ~5 'fiT 'I''fT<: 
~l;rr ;tI{ ~T "fTlfcrTm:RlfI' ~T ~, 
~ f;;or'fof ~ ~T ~ij'T cr~ i3' ~ 
'fiP:rf-rlft it 'i orT 'fiT ~T;:r ;; ~\ 'tor')' 
crwcft il' <:%: crT 'fiP:rf-rlft \IT ~ij'T 5['fiT<: 

~ lJ:cr iIT mlrlTT I 

~ "'T l1;ap f<:'11i mt ~ I ~~ 
fum ~ fop \!j ~ • 0 ~ on:m- 'fiP:rf<r<rt 
f1m~ 'l'tq m"I' it f~li!/R it m 
~')' ~ I ~~ ~crm ~TCIT ~ fop 'fiP:rf<r<rt 
flf,Cfif')' 'fif~ ;r ~ ? G"<:mf<i ifTCf lfil: 
~ fap orT ~~'ffi mfinri ~m ~ 
i 'fil'qf~ it lR~ apl lf~l!IT orTf6~ 

'1ft mt i3' ~~ ~ I ~ l';iim ~~ f<ilt 
f>qfCfCf ~ ~ fop 'WPT f~ f~ Cf<:i 
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iJ iR'!f>m <i lIT< ~1f'f ~r a"1 ~ ~ 
1ft ~ ~it I ~11 qffit it ~ ~ f'fO ~ 
If'fi<H~1f it fJRT'fT 'fil'llGT ~lm ~, 
~ift fm~ If f;;rcr;;r 'fil'llGT ~Tm ~ 
~~ 'fil'llGT ~'flif if; 'fOT<:Tifn: If 
~Torr ;nf~ ~ ~ it ~ q.m ~Of­
~fi!" ~ m I ~~~ g;rro Of ~m 
a"r FMa" ~OflfT if; 'fOT<T<rr< it q.m 
{.me: ~1 ~if I m~ 'fOr ;q:~ ;q-~ 

1f1"Ir~ifi"~~;nf~ I 

~ lfTOfOfT!t fom ~T ~~ ~ 
it ~ ~ iIT< ~ ~ ~"(lR 
if;~'fli"~m~~~If~­
'Ii ~m I it "3a-orr ~'fW1i a"l ~ ~ ~ 
l{U ;;rr 'I1T ~ ~ ;m if; o:mm 'H 

if~~~ ~f'fO~~mfI;­
mf 'tOT "3'1" if; f"fit 'orT t'ffi 'tOT 11;~rn 

~Ia-r ~ ~ ~a" ~ ~lm ~ om ~ 11;-
~'f'T ~;:r'1" ~T 'orifs~ <qr{ ~ ~a­
~ I "3~ f<'lif ~1J ~ (~1J) 
mror for.r if 'orT lI'Tfm ~ ~ ~ 
~1J ~ if; ~ f'fO ~~iffi ~ 
'orT,ft~'f;"(~~m~T'f;"(~ 

~ I if;;r 'I Y.. 'l1: ~m f<'f~T g!I;fT ~ :-

"any expenditure incurred on 
account of commission, enter-
tainment and advertisement, to 
the extent such expenditure, in 
the opinion of the Income-tax 
Officer, is excessive having regard 
to the circumstances of the case:" 

~1Jif o;«fWr mfq;~ if; ft;it 'li1IT tf'tT 
~f'fO~~~m qf~cr<ri' 
~ Of;< 'f.f;rn;r, ~;rifc: om ~­
cnf~~ if; ft;it ~ 'l'lf !!T "lITGT 
<l>~1 ~T;m~if~'I1TW!-

Bm 
"" ~ ~ om iRT ~;r~ it ~~ 1I'~ 
'IiT~~ ~~1RT~~ 
~ ~!iCT'q[;: 'fOr ~~ 1RT ~rrr I 

~ ~~t~~ mfiI;~ 'fft !l;fTfu<: 'fi'rf 
~Of~· a"r ~Iift ~ ~ ;q-i;: ~ 
~ ~ ~T a"i<: 'l1: <Rf ofu"iT om 
~~T ~ f'fO ~;ro;:r, ~~ !IT ~cp-­
~ q'r f~ rn ~ ~ ;q-l, 
;;IT RlIT ~ ~ ~ 'fOlf ~ ~ 
!!Tf'fO "lITGT ~r.rr ~ I ~r 'fiT 
'l'm ~ ~ ~ fifi" lim f~ 1I''fOTT ~ 
"I'<'!'aT ~ I ~ crT 11;ifi" fimf ~ "I1TT ~if 
f'fO w-rr ~ ~r.rr ~ om w-rr 
fl;f@~~lIITl mOl" lfit.J~ 
urT'IOT f.f' liil" Q'll'l <blilC: ifi"T l{'1' 
~ ? O(if a"'fO!I;fTq' Q'll'l <i!ltI",ili! ~ m 
a<r ~ ror a'fr ~ ~ I 

~m fifi" if.T ~T ifi"5T wif !l6 fONT 
~!I;fT ~ :-

"any expenditure incurred on 
account of commission, entertain-
ment and advertisement," 

~ ;;rr ~~c: q"( Q'frisT"f<: ~Of'fO;: 
rn if; GfT'l: it fONT g!I;fT ~ a"r ~ a"r 
?iTifi" ~ fq; ~i! if; ~sT'q( 'l1: 
mwr Of:jj'>; ~ I m'li'f if !l;fTq'ifi"r <r<rmai 
f'fO ~ if; mite ~T ifi"r~­
~;r 'fNlT 'mlT ~ I ~ ~ If'ffu 
~R ifi"r ~;r Of >ri a"r ~ '3'f ;q-tji-

~ 'liT ifi"T<r ~ Of iRCfT ~ m 'l"l:-
mift if ~ ;;mr) ~ I ~T ~ Qs<rlfur-
ii'c: q"( ~ ((Tit ifi"T GfTa & I ~ if; f<'fif 
;q:~~'T!!T ~ ~~f'{; ~­
~ 'l1: m ifi"f'f!IT'f q"( IflT "3f"ffi 
~ !!T ~'!.f"ffi ~ ;q-h: ~ ;q"q"OfT liJ'lf~ if; 
~m"{ ~r 'Flf!IT "lITGT ~ I 
tflTT ~ if~« ~ ~ ~;;~~1J 
mftIimr if; ~T it ~ ~ "lITGT 'IT'ffi 
mwr if.\" ilfT <m ~ I ~iFr ~ 
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'f'T mG"'f ~.rlif ~<i if 'I1f ~ofT lfm 
~mq['f'-~~I 'f''''l'fG;r (lfTfq;~lif) 
w20m f<r<i it 'I1! '3"ff! lfliT<:: 'f'T ~ 
~ ~ I f"ilif a<.~ <fiT ~ "ii,' lfim'f 
~ CfQ:T "i Of lf~'f ~~ 'I1! lli¥ ~ I 
oq-OI" "i~ <i'fi' ~~iO If': QR 'l;"'r 
ttomTs'm ~ B<rT9 ~ <iT ~ ~r ~ 
~ f'f' 'f'r~;:r 'f'T qRlcq QT ~mrik 
<r>: W I t:t~ifiO mil; Q! 'If; 'lTc 

'f'illa-T ~ I ~"" fu'it it lif~ ~ f<f; ~ 
>iff <iii srmpI'f ~ ~ :-

"to the extent such expenditure, 
in the opinion of the Income-tax 
Officer, is excessive having regard 
to the circumstance,. of the case:" 

What is the criteria for forming the 
opinion? 

<if Qf lif~r ~ f'f; ~;n;l1bm ~ 
lif'-~"," 'm'Ii ~T W 'f'T 'J;f'f.t <iif 
If': lif~ 'f.< l<'Q lifl!~ f'f; ~ ~'1T ~ 
g-m ~ Gf'if f<f; 'Ilfdf'Ff.ctl ll1l' '1 QT I 
m:r lif~ it ~l'I ~ 'f'! fsft~"{f 
'l'I'h: ~'fr o!'fi' 'f~ ~ I 1:1;'f' 'q'q'i't <Tn: q<: 
ll'Q "iF~ f<f; ~ ~ 2m ~ m<: ~ 
'f'g lJ'f'<fT ~ f'fi' 

the ·circumstances are different. There 
is no criterion for "having regard to 
the circumstances of the case". 

~lJ ~ 'f'! ¥ cm~if QR ~ ~ 
~T~ I ~ ~ <f.T ~<'If <:IFr ~ 
~ ~lJ ct~ 'f'! fsft~~"{! 'lTCf~ 
~ .r >iff 'f';q;'!''t'f.TlfT il; ~ ~,'lTT 
~T ~i't '!"for ~ erg ~ '3''1 m~o 
C:!o o.:rrOfO"iFf;r;;r1 <r>: ,~ ~, ~11TT 

~~ mmr~ "iF! mff If': ~ 
~ q,\" ;lj-~ 'I1! Qf rrmr ~Q! '3"'f'fi"T ~ 
~ <1lr'fT ~ctT ~ I trF<:: ~TG ~ 
it fl1'f6"~ 1:1;mnr! ~ ~ ~, 
~itqf'<i'l:~il; ~~~ 
~ 'I1f 'Qf~ oq-[q f~ 'WIT ~ ~ <iT 

they should not be at the mercy of 
Government Servants. 

Bilt 

,f'<f~ Wstr<i '!:T iti't oq-6",,<rrr f'fi'trT 
~ I ~lJ if .. ~ ~ ~ if~ ~ :-

"On the amount by which the 
chargeable profits exceed the 
amount of the statutory deduc_ 
tion- 40 per cent.·' 

Provided further that if the 
Central Goveranment, having re-
gard to the stage of development 
of any industry and other rele-
vant factors, considers it necessary 
Or expedient so to do, it may, at 
any time by general or special 
order withdraw the benefit con-
ferred by the preceding proviso 
in respect of the business ot 
generation and distribution" etc. 

'f;'1=q;fi;;r "iFf ¥ 0 If':m: "iFT ~rr RllT 
~ I ~'f.'f ~lif~: ~if q-Ji ~ <; q<: ~;;f;;r 

"iFT 'IT! ~ {r ~ erg 601" q~;;r'fi' ""~ <f.t 
'fil"l"fr;;r 'l:f '\! ~r >rt ~ I ~ w: if sm:-
'lC:: ~ '1:1' ~ 'f;'1=qf;p;rt m lJ~f ~ I 

~lJil; ~ ~ ~ ftm: it ~ 
mfc::f"iF<'l3' ~ trit ~ ~ <iQ ~ ifl<'T 
~ f'f' 'q'lTt ~<;<i if<r;fqc:: ~m ~(t UIf-
wfT ~ <iT <rQ f.!;lJ! ~~1f' q<: '11) ~m; 
~ fq~r ~ "nii ~ 'ftr"Tf'f. 'l'l;f-
it;;: <f.t qWrfilwf if ~if;T tr'g ~~ 

R'lrT OlTm ~~! if lif~ ;;jTl<' I 

"The list of articles referred to 
in paragraph 1 shall be as follows:-
Iron and steel. . . . 
AluminiUm .... . 
Coal ...... . 
Industrial machinery .... . 
Boilers ....... . 
Equipment for the generation 
Machine tools. . . ." etc. 

~ ~ lf~~ ~ "iF! ~ if;'P1';fi;;r 
m ~! ~ ~'F'f glln: mr .rnT l1Q~ 
~ ElIT'f crT !IJ fmrsc:: ~ ;lj-ij' 
~ omr, arm, q'l"l: f~T <tT m<: ~ 
~ ~ I "('1 ~T (ft;; ~R"iFf ~ 
~ ~ f'f; ~~! ~ orr'l:! 1Zlf-
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lJ~ "%'1r 'if~ I oim f~ m'l 'fir 
~r'if if ~ m ij oT'fi ~r fu~T ~ :-

"The net result has been that 
it has produced a phpsychological 
resistence and has to some extent 
affected industrial growth." 

'iI~ ~ f'fi wr<: ~l;ft.. ~sf~q<i .. ~ 
~RS' ~m-T ~ err ~~i <fimr i'r;;r 'ifTf6if 
~i ~l it: '<'IN it Tf: ~ ~ 
~ f'li" ~l;f"if "1"1" 'l"'" ~u~ ~~'lT<i g-{ 
~. ~~ 'f<f"! ~Rr 'ifTf~ I f<rn" wr ~~~ 
'fir ~l;f'f.T f'fA« 'f.7: i'r;;r ~ f'f' ~T­
f~ ~1'f'1" ~f.m 'fiT ~!iT if r'Jj'~ 

~ ~ -IT;;@~)1: wn: ~ '3"M'!>T 
f .. ~ w;;r ~ erT 'flIT 'l"J"fuifr lTq.fik-
'1ft ~ ~ if il:r.tt 'ifr~ I lJ:~ mm 
~ f'I; f<rn" "'Ofr "I"r ~ <mrl 'fir m<: 
~~~~l;fi:l~ ;ji-"!.<r~'f'T 
~~ij-I "I"T'lfr~'f~~~ ~ 
~h: 'll'ii ~, <hr;fl;f ~ 'f ~T I 

8hri Heda (Nizamabad): Mr. De-
puty-Speaker. Sir, even Mr. Masani 
had to admit that the present Bill is 
.. n improvement on the previous Act, 
that is, the Super Profits Tax Act. In 
iact, it is not only a little improve-
ment but it goes a long way and, 
thereiore, one has to take congni-
zance of it. Whenever you think of 
these taxation measures, generally 
two factors come up for consideration. 

. One of the factors was already refer-
red to by the very first speaker. Shri-
mati Renu Chakravartty, that is, the 
effect of the taxation proposals on the 
1nflow of the foreign capital. Of 
course, for different reasons or for 
obvious reasons, she was not of opinion 
that any foreign capital should come 
to India. She said that whatever has 
come is enough. But the country, 
as a whole, differs from her view and 
we very much welcome the inflow of 
the foreign capital. Now the question 
is: What would be the effect of the 
foreign capital inflow by this or other 
similar measures. The super proftts 
tax was a great blow but even then 
the foreign investors had appreciation 

of it because of emergency: We were 
attacked by China and that emergency 
still continues. In spite of the super 
profits tax, the foreign capital inflow 
continued and I am quite certain that 
the climate is still good and the cli-
mate will continue to be good. But 
the point is that the complex system 
of the taxation measures, rather than 
the quantum of the taxation measures, 
is a factor that is considered by the 
foreign collaborators and from that 
angle we should give consideration to 
this factor. 

Another factor mentioned during 
the debate was about the terms of the 
foreign collaboration. There is al-
ready a provision that whenever there 
is a foreign collaboration, the agree-
ment is routed through the Ministry 
and unless they okay it, no Indian col-
laborator can have any agreement 
that he likes with the foreign colla-
borators. This.is a very big develop-
ment and a great improvement. But 
even then it is not enough. I think 
there is still some room for it. Be-
fore this factor was there, the collabo-
rations were very much adverse to our 
national interests. But today it is 
not so. I think still there is room for 
improvement. We have got very 
high officials dealing with the com-
mercial and economic aspects in 
Europe. in America and in U.K. and 
one of the jobs that should be en-
trusted to these high officials---they are 
called Secretary-Generals or Ambassa-
dors or what not under different 
names---should be to help the Indian 
colla-borator in getting best terms, in 
<giving the latest information and they 
should maintain their own relations 
with the big industrialists in the 
foreign countries and try to find out 
their mind and thereby, in a way, be a 
friend, guide and philoso!llher to an 
Indian entrepreneur. 

The other factor that can be con-
sidered-it was not referred by the 
previous speakers--is about the money 
market. The position of the money 
market today is very tight. In fact, 
we cannot get any loan on even 12 
per cent. There are persons who are 
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even prepared to get the loan at the 
rate of 18 per cent. So the position 
of the money market is becoming 
more and more tight. The various 
financial corporations and funds are 
minting money and the hire-purchase 
system also is minting money. So, the 
question is, when there is such a tight 
position in the money market, how 
can you expect that the corporate 
sector would be able to attract the 
money, the investment, from the gene_ 
ral public? It is very difficult to say 
that. That is one other aspect. When 
you think of these types of measures, 
you have to consider that "spect also. 
I think that aspect has not been con-
sidered properly. So far as the pre-
sent Bill is concerned and its provi-
lIions are concerned, I have not much 
to say except that I would like to 
elaborate the point made by my hon. 
friend Mr. Himatsingka. He said that 
while the capital base has been 
broadened-and that is a good thing-
at the same time the losses of the 
Iast year are not allowed to be ad-
justed with the profits of the present 
year. Every year is taken separately 
and every year is taxed accordingly. 
This goes gainst an encouragement to 
the small companies. It goes 
in favour of individual enter-
prise. Suppose I for one would 
like to work in two or three compa-
nies. What would be the resu1t? 
Suppose in one company I lose the 
money and in another two companies I 
make the money. In the companies 
where I make money, it will be taxed 
according to the profits and in the 
company where I lose there will be 
consideration. Instead of that, if I run 
all these three companies as my pri-
vate Or individual business, the loss 
of one business would be off-set bv 
the profits in other businesses and, 
therefore, this provision goes con-
trary to giving encouragement to the 
corpora te sector over the individual 
enterprise. From that angle, I think, 
there is room for consideration and 
what the former provisions were there 
should be there. 

One more word, though it is not 
very relevant to this, about the divi-
dend tax. To tax every dividend, 
even 1 per cent or 2 per cent or 3 
per cent is not a proper thing. I 
think, the hon. Minister, when the 
proper time comes, will give consi-
deration to it. I express it here only 
becaUSe one is not certain whether 
one gets an opportunity every time or 
not. Only the dividend which is 
higher than a particular level may be 
taxed. With these words, I support 
the Bill. 

Shri Joachim Alva: Mr. Deputy-
Speaker, Sir, technically I support this 
measure of a special tax on the profits 
of some companies. But I would like 
to know from the hon. Finance Minis-
ter whether he has availed of all the 
available measures which are at his 
command. The Finance Minister 1S a 
powerful individual by himself and 
also in the Ministry and the Ministry 
is the king-pin of all the Ministries. I 
want to know whether he has looked 
into every Ministry and plugged the 
loopholes so that our finances may not 
be wasted, finances may not be exploi-
ted and OUr money may not run down 
the drain and thereby there would 
have been no need even to bring forth 
this measure. Secondly, I also want 
to know in what way the foreign 
climate is going to be more and more 
favourable for companies to come into 
India. We welcome companies com-
ing to India where foreign collabora-
tion is very, very essential,-whether 
it be of the Americans or the Russians 
or the Germans or French or the 
Japanese or the Rumanians or the 
Polish-they all helped us-and we 
are grateful to them all But if we 
open this dOOr of collaboration even 
for hotels, then I would declare that 
we must bang it. We welcome this 
tax if it means that We :or", going to 
get in additional money after plug-
ging all the loopholes. I am recalling 
an instance of the great fight that 
Lord Curzon and Sir Wintson Churehill 
had in an earlier British Cabinet. 
Lord Curzon was looking after the 
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Foreign Office and Churchill was run-
nin!: the so-called dominions or the 
colonies. One looked into each 
other's territory and the other resent-
ed it and very serious correspondence 
passed between the two Ministers 
which the then Prime Minister, 
Llyod George had to settle. I have 
not got the book here-l forgot to 
bring it today-in which there are 
very serious allegations made by one 
against the other. Each one said, "I 
do not come into your territory unless 
it crosses my border and yOU do not 
come into my territory unless it 
violates my border." So, it went on 
like that! The purpose of this is that 
the Finance Minister has the right, if 
it is a tolerated British Cabinet prac-
tice that one Minister looks into the 
other's territory, and r would like him 
to look into the Agriculture Ministry, 
stop the imports and keep the money 
going into our treasury. 1 want to 
ask him whether he has used this 
weapon to see that he shall not honour 
the over-drafts of the States and that 
the money shal] not be thrown out of 
the treasury on the States Ministers 
coming from one part of the country 
into another State needlessly and into 
the capital and even some of them go-
ing to CongreSs sessions at State ex-
pense and all that-I say that with 
all the respect to Congress members. 
When he has plugged all the loopholes, 
not lakhs but a few crores of rupees 
can be saved for the treasury. The 
Finance Minister can exercise the 
authority of looking into his next door 
territory, the Agriculture Ministry, to 
see whether we can stop imports and 
save crores of rupees which are going 
:for transport charges of foreign 
tankers and foreign supplies. Even 
after 15 veal'S of effort, we have not 
put the agricultural production on the 
proper front. 

Here is the story about Burma. It 
they can produce a second crop every 
year, Burma wi!] be oVerflooded 
with money in the sense that they 
will be able to supply rice almost to 
the entire work!. They say "we have 
one crop already and we are satisfied 
with that and we do not have to work 

for more." Here in India we are not 
doing the first crop properly. You 
know the situation in regard to sugar. 
Ordinary people cannot get sugar 
easily in Delhi right now! 

The Finance Minister and his Minis-
try must look to the work of the 
Agriculture Ministry and impress 
UPOn them that they should do th~ir 
Part of work SO well so that We have 
enough of money at our disposal ins-
tead of borrowing all the time. 

Coming to the point of foreign in-
vestment-foreign collaboration-as I 
said, even in regard to hotels, there is 
already a first class hotel run by the 
State in India. A senior Secretary of 
Finance Ministry presiding over the 
Ad Hoc Tourism committee said that 
Hilton Group and other groups of 
foreign hotels should run and manage 
new hotels in India. Long long ago, 
the late Jamshedj; Tata who was 
turned out from a hotel in Bombay on 
grounds of colour. soon after started 
running the Taj Mahal Hotel. 'I'here 
are a few hotels like this in India, We 
can take up young men and women 
and train them up by sending them 
abroad Ashoka Hotel is one of the 
best h~tels in the world. For Rs. 55!-. 
you can have four big meals and all 
the amenities in the world. I have 
lived in London in Grosvenor House. 
where r could not get tea after five 
whereas here in Ashoka Hotel for 
Rs. 551-, you can have four solid good 
meals. Waldof Astoria, New York's 
best hotel is a dark dingy spot. We 
should not permit anyone to carry 
away lakhs and lakhs of rupees from 
here, Apart from this. we cannot 
aHow foreigners to run hotels owned 
by our Government. We cannot 
allow the case of Walcott's esc~pe to 
be repeated at our airports. We 
want more rooms and more hotels. 
Government can start giving develop-
ment loans by which the money could 
be utilised to build new hotels and 
thus keep the money for us. You 
know in Russia, they had the largest 
number of American tourists in 1958 
as their foreign tourists,-nearly forty 
thousand American tourists cannot de-
mand in the Soviet Union that they 
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must have American hotels to live in. 
Why should we pamper foreigners in 
our country when others are not pam-
pering them? We want Americans to 
come here; we will be happy. Give 
them all facilities, but we need nut 
get Americans to rUn new Govern-
ment hotels and transfer the profits. 

I hope the Monopoly Commissior. 
will do something right and plug all 
loopholes and shall not be like the 
Press Commission whose main recom-
mendations are still not carried out. 
Mr. Justice Rajadhyaksha was the 
Chairman and my friend, Mr. Chawla, 
was the Secretary of this Commission 
After submission of the report, I met 
Mr. Justice Rajadhyaksha and told him 
that he was looking fine. But, vithin 
fifteen days thereafter, he died of 
heart failure. He did very hard work. 
The Commission did a grand job but 
their main recommendations have 
been put in the pigeon-hole for so 
many years. I hope the fait of the 
Monopoly Commission will not be like 
that though more important recom-
mendations will come out of their 
labours. , 

Mr. Depu.ty.speaker: The hon. 
Member's time is uP. 

Shri Joachim Alva: I shall take 
five more minutes. 

Mr. Deputy-Speaker: You should 
speak about the Bill. 

Shri Joachim Alva: I am speaking 
about the investment climate. I hope 
the Finance Ministry will plug all the 
loopholes to see that money is not 
taken outside India. Coming to the 
companies, We need not at all impose 
special tax if all these things I have 
narrated are fulfilled. People have 
been fooled about having a people's 
car. The Parliament has been kept in 
darkness about this. When the De-
puty General Manager of the Hindus-
tan Aircraft says that they could pro-
duce a car worth Rs. 50001- with 20 
per cent imported components only, 
we go on paying Rs. 15,0001- for a car. 
I want the Americans to come here and 

Bill 

I have great respects for them. We 
have done something in regard to 
banking which will not be right. We 
have already the National City Bank 
of New York in several places in 
India. The Bank of America will or 
has already come with short term 
loans in India. I have no allegations 
to make against anybody. I ooly 
want that the money should not go 
out of India. We have younil and 
capable men who can run banks in 
New York, Tokyo, London and in 
other places. We can learn a lot from 
Americans. I do not want the climatic 
conditions to allow the foreigners to 
come to our country when we have 
capable and devoted and patriotic 
young men here who can run the 
banks effiCiently and as well as any-
one else. 

Now I come to the Reserve Bank of 
India. Mr. Tandon, Chairman of the 
Hindustan Levers is a very capable 
man who has been appointed as a 
Director of the Reserve Bank. I have 
no objection if Mr. Tandon, an Indian, 
is appointed as a Director but. he as 
a Chairman of the Hindustan Levers 
cannot get into the Reserve Bank 
Board. Now how can he, with world 
cartel connections of the Lever 
Brothers, be expected to do full jus-
tice in the Reserve Bank? I am say-
ing this without any passion, without 
any kind of malice because we have 
got first-class young men in our banks 
who could even reach the Directorship 
of the Reserve Bank. We do not want 
to make mistakes by inviting people 
who are actually connected with 
foreign firms to be on the Board of 
the Reserve Bank. We should not 
allow the doors to remain wide open 
thereby allowing the undesirable 
elements to come in. Even if a woman 
speaks here either on this side of the 
HOuse or that side of the House, she 
speaks with some commonsense The 
lady speaker from the opposit'e side 
warned us that the East India Com-
pany came over here and exploited 
us here and hence grew the British 
Empire in India. They came forward 
(Interruptions.) 
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Shri Joachim Alva: Now Sir, I 
come to my last point. That is, about 
the over eighty licences out of 116 
licences granted to one big unit. It 
is true that in a particular period, 
may be, three or four years, we grant-
ed over 3,000 licences. Of this chunk 
of 3,000 licences, about, 120 were for 
big big units-each worth Rs. 50 lakhs 
and more. Whether this big chunk of 
licences went to one single unit of 
Birla or Tata-we are not concerned. 
Perhaps, Birlas may' have got all those 
licences or somebody else. Why 
should the Finance Ministry not see 
to it that there is a proper distribution 
of licences? You know how the 
ministers and M.Ps. are pressurised to 
give licences. This is not good for th" 
benefit of our country. Thus there 
can be no good foundations for a 
wel!are State. 

& somebody asked, if for one unit 
or one house over eighty licences of 
over Rs. 50 lakhs each are issued, 
what will others do? There should be 
something left for others too in a 
socialist State. 

I want the Finance Minister and 
the Finance Ministry not merely to be 
the watchdogs of our finances, but 
also be watchdogs in such a way that 
our agriculture can be put aright. 

There is one last, final and serious 
aspect that I would like to mention, 
and that is that no financial stability 
can come to this country, and no eco-
nomic strength can be built up for 
our country if law and order break 

down. We must have ruthless and im-
partial Ministers in charge of law and 
order, who will close their eyes and 
do their duty, even if the guilty per-
son concerned be their brother, or 
father. Unless we have ruthless and 
impartial Ministers in charge of law 
and order here at the Centre and In 
the States, we cannot put our house In 
order. Economic chaos and instability 
will follo ...... 

Shrl S. M. Banerjee (Kanpur): I 
rise to oppose this Bill not because I 
am against the charging of supertax 
or surtax or excess tax on profits. J 
support such taxation, but I oppose 
this Bill only beea use this is a subs-
tiution of the super-profits tax which 
was introduced by the former Finance 
Minister. I remember that when the 
Super-Profits Bill was being discussed 
in this House, I had initiated the de-
bate and I had pleaded with the then 
Finance Minister that no amount of 
pressure from the big business-houses 
shOUld result in reducing the taxation. 
But I was surprised when certain 
amendments were moved by the Trea-
sury Benches and also by the former 
Finance Minister. After those con-
cessions were granted, my hon. friend 
Shri Daji read out certain figures to 
shOW what the recovery of thOse taxes 
would be after the acceptance of those 
amendments. By giving facts and 
figures, he proved that in the case of 
certain business-houses, the taxation 
had been reduced to the tune of 25 
or 30 or even 40 per cent after those 
amendments had been accepted. 

I remember that when the Super-
profits Bill was being discussed, a 
team of big Industrialists led by 
Mr. Tata waS in Delhi, and there wal 
enough pressure on the Government 
and on the Finance Minister that that 
tax should be removed. But the hon. 
Finance Minister stood by it. He did 
give some concessions but he did not 
withdraw the measure. 

r have gone through the present 
Bill and I find that it has given fur-
ther' concessions to the big business-
houses. The argument of the 
Finance Minister is that it is goini to 
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-attract the foreign investors to invest 
more in this country, which, according 
to him, will strengthen our economy 
and will give more money for the 
success at our Plan. That may be 
·true or that may not be true. But one 
thing is very clear, namely that 
we do not reany know what the pro-
1I.ts are. This House is lfOing to impose 
'8 tax on excess profit, without know-
ing the actual amount of profits. The 
profits shown in the audit report or 
in the balance-sheets are far from the 
truth. We are yet to know the actual 
'amounts, and I would like to know 
from the hon. Minister whether he hal 
any apparatus to know the unexposed 
profits or the hidden profits or let us 
say, the black money with the big 
business-houses. After the report of 
the Vivian Bose Commission and the 
report of Professor Mahalanobis, we 
know that theSe monopolists in this 
country are trying their best to falsify 
the accounts, and have bogus shares, 
and they are manipulating in such a 
way that the profits would seem to be 
negligible. Since We have a mixed 
economy in our country nobody 
grudges the fact that a person who 
invests should have a reasonable pro-
fit. Now, the question arises as to 
what the definition of reasonable pro-
fit should be, and to what extent a 
person should be allowed to harvest 
at the cost of the nation. 

The conception of socialism, accord-
ing to me, is that State capital must 
grow more and more. The hon Minis-
ter in his budget speech has ;"ade it 
absolutely clear that we want more 
foreign investors to come to our coun-
try. I have seen the functioning of 
these foreign investors. Let Us take, 
for instance, the oil industry or the 
tea mdustry or the other industrie; 
and the fabulous amounts which they 
repatriate to the foreign countries as 
profits. If they are allowed a free 
hand in coming to our country and 
our capitalists are also allowed to set 
up units in collaboration with those 
foreign investors, especially the pri-
vate investor~, I do not know what 
will happen to this country, and whe-

ther the conception of socialism will 
remain intact or it will be reduced 
to ashes. I have a feeling that the 
Industrial Policy Resolution, which 
according to me was really something 
that everybody appreciated and hailed, 
has now been brought to dust. And 
I am afraid whether this foreign in-
vestment in our country may not be 
another East India Co. in our coun-
try and whether it may not endanger 
our conceptiOn of socialism or fr~ 
dom. If the hon. Minister could give 
us some idea about what will happen 
to the repatriation of profits by the 
foreign investors, how that will be 
checked, and what amount will be 
allowed to be repatriated; I shall 
accePt his thesis. But, accord-
ing to me, and according to the 
various sources and according to the 
opinion in the ountry, this particular 
step will not take us forward towarru. 
socialism but will be a step backward. 
I would request the hon. Minister to 
give Us some idea about the whole 
thing. 

The other day, a U.S. t!;am was r.ere. 
They were extremely happy, as I read 
in the newspapers, to see the present 
policy of our Government. Why 
should the U.S. team be so happy if 
they knew that we were moving to-
wards socialism, that we were for 
nationalisation of the foreign trade 
here and of all our big industrIes 
which are minting money at the cost of 
the people's happiness? Why were 
they so verv happy? The reason Is 
that they saw a change in the pre-
sent policy of this Government, and 
that was why they were encouraged 
very much. I am sure that within no 
time, American money and the money 
of the other imperialist countries will 
flow into this country and it is bound 
to pollute the politics of this country. 

My hon. friend Shri Joachim Alva 
has referred to the question about the 
grant of licences. In reply to a cal-
ling-attention-notice ;n this House, 
when the controversy arOse between 
Shri Manubhai Shah and Shri K. C. 
Reddy, the hon. Prime Minister repli-
ed that 143 licences--I speak subject to 
correction-were issued to 7 or 9 big 
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business-houses, out of a total number 
-of about 1400 odd licences_ Then, we 
asked what the value of those 143 
licences was in relation to the value 
of those 1400 odd licences? We are 
yet to get a reply to that question put 
by me, which was not only my ques-
tion, but which waS a question put to 
Us outside this House by those who 
wanted to support this Government 
but who were opposed to the growth 
of monopolies in this country. I 
would like to know whether there is 
a change in the licensing pOlicy of 
Government. 

It is strang~ that the secretary of 
a particular Department is the chair-
man of three committees, perhaps the 
licensing committee and some other 
~ommittees, and he has set up his 
own empire. This licensing committee 
is mainly influenced by the presence 
and pressure of that secretary who 
has been in the department, r believe, 
for the last seven years. Naturally, 
you will agree with me that when 
an rcs officer, and a senior rcs offi-
cer at that, remains in a department 
for more than fiVe years, he has his 
roots. which affpc( the policy of our 
Government. I would like to know 
whether there is any change, and 
whether the han. Minister is going to 
bring about any change in the licens-
ing policy Or whether he is. going to 
allow it to remain as it is which will 
give rise to further monopoly in this 
country. 
14 Ms. 

There is another point, and r have 
done. About the .,1'0 .. fits now things 
will be referred to the Monopoli"'s 
Commission. I spoke about the forma-
tion of the Mooopoliesl Commission 
while speaking on the Finance Bill. 
1 have some difference of opinion 
with the Finance Minister on 
this issue, because I think 
there is na need for this Commission. 
Bll!. stilJ, as the Comm~ion has been 
formed with eminent persons, with 
Supreme Court Judges, I welcome it, 
bat I would like to know why an emi-
nEnt economist like Prof. Hazaria, for 
in.<tance has not been included. I 
in this Commission. He was' given 

399 (ai) L~5. 

BilZ 
a job by the PlaJU1ing Commission. 
I have read the cyclostyled report by 
him. Herculean work has been done 
by him. He has surveyed certain big 
business houses, and he has mention-
ed about the complex chain of Birla 
house. So, I would like the hon. 
Minister to kindly let me ancL the 
House know why eminent economists 
and representatives of the public: 
have been ignored, why they have 
not got " place in this Commission. 

This Commission should also consi-
der the amount of black money, the 
income-tax evasion, the Wealth Tax 
evasion, and all other evasions by the 
big monopolists, and I am sure that, 
if the terms of reference are broad, if 
this Commission holds public sitth,gs, 
if the representatives of political par-
ties, eminent economists, eminent 
lawyers and ¢ha.r1lered accountants 
are given a chance to place their 
view points before this Commission, 
many things will cOme out, and the 
black money hidden in this country 
with the monopolists and big business 
houses is bound to come out. 

So, I request the hon. Finance Mi-
nister to justify this Bill not merely 
em the ground that it will attract 
foreign capital, but also by telling us 
how this is an improvement on the 
Supper Profits Tax Bill which is like-
ly to withdraw in favour of this Bill. 

With these words, I oppose this 
Bill, and would request the hon. Fin-
ance Minister to kindly enlighten us 
more about these things before we 
can give our consent to the passing of 
this Bill. 

Shri T. T. Krishnamachari: My task 
in regard to this Bill has been made 
comparatively easy by the han. Mem-
bers who spoke on the measure 
avowedly, but covered very wide 
ground, about which you would not 
expect me either to be able to reply 
or to offer a reply. I, therefore, pro-
pose to confine myself to the criticism~ 
that have been voiced on this parti-
cular measure. 

My han. friend Shri MorArka want-
ed to know whether the amendment 
proposed would cover loans of seven 
years where the instalment will start 
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after two years. Yes, if the instal-
ment is to be paid over a period of 
seven years, it will be covered. Th e 
last instalment must have a seven 
year duration at least, then the loan 
will be a seven year loan. 

Shrimati Renu Chakravartty oppos-
ed the Bill on tlhe ground that it gives 
away concessions which were not 
vouchsafed by the Super Profits Tax 
.Bill. I would like to meJltion to han. 
Members that this is only a part of 
the total tax strategy which is envi-
saged in the Finance Bill. In the Fin-
ance Bill, in regard to the basic tax 
-,income-tax and super tax on com-
panies-concession has been given of 
10 per cent to certain specified indus-
tries, which are also specified here 
for a concession of 20 per cent of the 
alper-tax. Certain other concessions 
have been provided to the companies, 
and in order to off-set these conces-
mons as against distribution, we had 
a Dividend Tax incorporated in the 
Finance Bill, which the House ap-
proved yesterday. 

This measure is an intermediate 
measure. While following the policy 
of giving some concessions to certain 
basic industries, it provides for two 
things. One is to mop up certam 
amount of money which might be in 
the nature of excess profits, that is a 
return of over and above 10 per cent 
af tlhe bl\o,Qk. The important thing, 
both in regard to the people who op-
pose the Bill and those who support 
the Bill is this: here is a clear indi-
cation of what the block is on which 
a return can be expected by the com-
pany, and what the return is. The 
block has been widened. Naturally, 
if the interest paid on wh" t is cons-
trued to be the capital base is added 
up, to that extent it brings down the 
advantages, but that cannot be helped. 
You cannot haVe it bothways. But, 
in any event, it has been conceded 
that a ten per cent return is a fair 
return on the block. I think this has 
been generally appreciated as a fair 
indication of Government's policy. 

Bill 

Secondly, we cannot do without a 
tax measure which takes up the sur-
plus profits, both for revenUe consi-
derations and far being in tune with 
certain pohoies in regard to prices 
that we are foUowing. While un-
doubtedly-and it is wrong for any-
body to interpret Government's policy 
otherwise-Goverrunent is following 
what is called a managed or planned 
economic, in which, to meet the basic 
needs of the people, prices have to 
be controlled if supplies are not ade-
quate, even in a managed economy, 
control on prices need not be imposed 
if supplies are adequate and the dis-
tribution system does not abuse the 
price structure, but when supplies 
are not adequate, or there is maldis-
tribufion, or these fare both, then 
comes price control. But there is nO 
meaning in having control over a 
number of commodities <]n which 
Government is not able to exercise 
any conlrol. In fact, in the 16 commo-
dities on which we removed price 
control in December, I found that 
Government did not have one prose-
cution, they were not in a position 
to go and investigate the prices and 
effectively control them. In fact, there 
is no meaning in having a price con-
trol which is not effective. We would 
rather loosen the control there, and 
mop up the extra profits. A tax of 
40 per cent On anything above a re-
turn of ten per cent <m the block is 
intended for that purpose. 

We cannot altogether take away 
this excess profits tax when incomes 
are rising, when more profits are like-
ly to be made becailse of Government 
policies, when in certain commodi ties 
price control may not be imposed. All 
these factors necessitate Government 
having some form of taxation which 
will mop up the excess profits. 

I think Sh1'imati Renu Chakravartly 
has moved an amendment making it 
50 per cent. It may be 50 or 40, but 
I think that for the time being 40 
is adequate. So, this tax is .omething 
which is part of tlhe entire scheme, 
rather than an isolated tax. Therefore, 
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I have nothing to say against people 
who find merit in the Super Profits 
Tax, but it is generally conceded that 
in the actual working of the Super 
Profits Tax, ~here were certain dis-
tortions, certain companies with a 
big capital base earned more, certain 
companies with loan capital, which 
i, also included as capital now, did 
not earn more. So, that has to be 
taken away and something s;lbstitut-
ed. 

I did not ever soy that I was going 
to gi ve a I argesse as against the super 
profits Tax. f somebody thinks that 
it is the Super Profits Tax that has 
come in this form, I did not deny it. 
After all, basically the purpose i3 the 
same, but since the Super Profits Tax 
did not completely envisage the con-
diti9ns that are now prevailing and 
the policies which have now taken 
shape which We are now tryin.g to 
imp I emen.t, a change is necessary. 
That is t'he justification for this tax. 
It you tell me that it is mild, I say I 
think it is more equitable. 

If r had no Dividend Tax, ann if 
there is no tax on section 104 com-
panies, I am sure Shri Masani would 
not have objected to it so severely,. 

Shri M. R. Masani: I said so. 

8hrl T. T. Krishnama.chari:. 
and I would not have got the very 
harsh words that he used agaimt me. 
He does not like it. The point i, that 
what is meat for one person is poi-
son to another. I am sure my han. 
communist friends did not wholly dis-
like the Finance Bill inspit" of the 
tact that they did not say so specifi-
cally. There is the fact that they 
would not be prepared \0 join the 
Owosition and express their dissent 
to the Finance Bill because they knnw 
that it is a legitimate and proper at-
tempt. r had very valuable support 
from Mrs. Chakravartty in t he tax 
provisions that we have to check abu-
ses. The overall strategy of the Fin-
anCE Bill is something which they 
did approve. But it is ultimately the 

Bm 
person or the party in power whicl: 
should equate over the different ideo-
logists aTId approaches and do what 
is nece~ary for sustaininll the econo-
my. My han friend Mr. Masani may 
tell me what happened yesterday in 
Bombay, that securities crashed. r 
know. Securities will cra~h and it will 
keep On crashing for some time. He 
may say that I am living in a fcol's 
paradise. Of course I may be feol 
living in a paradise. I may bp a queck 
among economists. These harsh words 
never break any bones and my bones 
even at the age of 64 are tougher than 
those of Mr. Masani's. These are all 
in the game and I do not get offencd 
Now, Sir, I do not use harsh words. 
Why? Because I am on firm ground: 
I am absolutely on firm ground. 
(Interruption..,) . 

800 M. R. MasaDi: You are in offi, e. 

8h.-i Ranga (Chiltoor): Otherwi,e 
your ground will tumble. 

8hri T. T. Krishnamachari: You 
may protest; because you 'He net on 
firm grounds. It is the duty of the 
Opposition to criticiSe the Gcvem-
ment. I quite see that. But the Oppo-
sition gets angry when they do not 
get proper arguments. 

Shri M. R. Masani: We do nO" get 
proper answers. 

Shri T. T. Krishnamaeh:ui: 111ere-
fore. the basic strategy of this mea-
sure is part of the overall strategy. 
That has to be understood before ~'ou 
condemn it or accept it. Hon, :r.lC!!l-

bers condemn it because they think 
it is not their duty to understand. the 
'basic strategy. But once thDo' ur.d"r-
stand the basic strategy of the Go-
ernment, well, there will be no oppo-
sition. But even if they understand 
it thev have got to say that they d~ 
not u'nderstand it. 

The Bill, Mr. Deputy·Speaker. i. 
something which does not need fur-
ther clarification Or explanation O\'(?f 

what has been stated. I do not think 
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Mr. Peter Alvares understood tllis at 
all. He is a good sludent of economics 
but in his trying to justify or not 
justiIy the provisions of taxa'tion po-
licy, havmg criticised me as a Mem-
ber of the Opposition, he mIssed the 
mark and I have only to meet two 
sets of opposition. One is that I have 
given something more to the indus-
trialists than what is deserved, ;ome-
thing which is "Tong and which 
should not be given to the industry 
all the industry must deteriorate and 
ultimately wither' away. The other 
thing is what whatever I do :s wrong 
and therefore it has to be condemi1ed. 
I do not think th~t I had any legiti-
mate or even rational criticism of this 
particular measure because it cannot 
be for the reason that it is a sound 
measure. It is a modest measure un-
doubtedly. May be, one or two thing" 
may be wrong here Or som~ adjust-
ments would have to be made; maybe 
we have to raise the rate or lower it. 
But the strategy, I think, is correct 
and a year hence we will prove \\ he-
ther it is correct or not. 

In regard to one amendment I h~ve 
said that I have expanded the scope 
of this base of ten per cent by includ-
ing any capital asset borrowed om the 
basis of a loan of seven years. It is 
no doubt true that there can possibly 
be different interpretations that might 
be put on the loans to IFC, etc. of a 
shorter duration whiCh could ;,ave 
been the case originally as it str.nds, 
and which has been taken away. The 
proviso 'makes it very clear that all 
the loans covered by the main clause. 
provid':d they are subject to a term 
of seven yea~s, will qualify. This and 
the other amendment which T have 
suggested are, as I have said, in re 
gard to the extendinl! of the: scope 
of the commodities or rather indus-
tries which will qualify for the t""n-
ty per cent rebate. I 
think it is correct. I ca!l!J:Jt give ten 
per cent away in regard to 1:,e c~rpo­
ration tax to those indus!n"s and at 

·With Presidents' recommendation. 

the same time say that eVen if thcy 
pay excess profits tax from out of 
profit, they could not have anythin.g 
to plough back to the res"rves. There-
fore, the system followed is a logical 
and consistent. 

Mr. Masani is not correct when he 
said that 104 companies were exemp-
ted. 

Shri M. R. Masani: I did not say so; 
said many excluded companies Will 

('orne in, 

Shri T. T. Krishnamachari: 
thought he said so. If he did no! say 
so, my criticism is wrong. I do not 
!hink there has :been any materIal 
comment otherwise. I hope at any 
rate that I have covered the po;nts 
concerning the Bill. I ha\'~ not cover-
ed the other things becaust I am not 
a licensing authority and I d" not 
keep a list of licences. For that mat-
ter, in regard to foreign capital. I 
have stated my case and if hon. Mtm-
bers have got d'fferent po:nt,; of view, 
well. they are entitled to. 

Mr. Deputy-Speaker: The questlu!1 
is: 

"That the Bill to impose a epecial 
tax on the profits of ccrtJ.tn com-
panies. be taken into considpra ... 
tion9

'. 

The motion was adopted. 

Clause Z-- (Definitions) 

Mr. Deputy-Speaker: W,' shall take 
up clause by-clause consideratIOn. 

Firstly, clause 2. 
There is an amendment.-No. 12. 
Shri Rameshwar Tantia (Sikar): 

Sir, I beg to move:· 
Page 1, -
after line 22 insert,-
"(5A) Deficiency -in relation to an 

assessment year means-
(i) Where there are chargeoble 

profits in respect of the previ-



12347 Companies VAISAKHA 2, 1886 (SAKA) (Profits) Surtax 12348 
Bi!! 

OllS year relevant to that as-
sessment year, the amount by 
which such profits as increas-
ed by the sum exc,uded un-
der clause (Xl) of rule i of 
the First Schedule fall short 
of the standard deDuction. 

(ii) Where there are no charge-
able profits in respect of the 
previous year relevant to that 
assessment year the amount 
of the statutory deductivn". 
(12). 

Sir, with regard to this amendment 
I say that surtax which has been 
imposed although it is less than the 
super profits tax was less than ten 
or 20 per cent in some cases. It was 
some relief given by the one hand 
and it has been taken oy another 
hand. In super profits tax any 
deficiency was carried over for the 
next year but in surtax that is not 
the case. Hon. Finance Minister says 
he wants money to be ploughed back 
by the corporate sector. If one year 
there are losses to the company, next 
year it makes profit and the third 
year i,t makes profit, it has to pay 
surtax without considering that 
amount of deficiency. That is the 
amendment which I want to move 
and I think the hon. Finance Minister 
will give thoul:ht to this very reason-
able amendment and will agree to 
this. 

Shri T. T, Krishnamachari: Sir, 
am not in a position to accept this 
suggestion of carryover of the losses 
in this particular measure. It is in 
the definition clause which he is put-
ting it in and I am unable to accept 
that proposal. 

Shri Rameshwar Tantia: In that 
c,,"se, I withdraw the amendment. 

Mr. Deputy-Speaker: Has the hon. 
Member leave of the Hause to with-
draw his amendment? 

The amendment was by leave with-
drawn, 

Mr, Deputy-Speaker: The question 
i~: 

"That clause 2 stand part of the 
Bill." 

The motion was adopted, 

Clause 2 was added to the Bill, 

Clauses 3 and 4 were added to the 
Bill. 

Mr. Deputy-Speaker: Do you move 
the new clause or any other amend-
m8nt? 

Shri Rameshwar Tantia: No. 

Mr, Deputy-Speaker: irhere are no 
amendments to clauses 5 to 26. 

The question is: 

"That clauses 5 to 26 stand part 
of the Bill." 

The motion was adopted. 

Clauses 5 to 26 were added to the Bill. 

Mr. Deputy-Speaker: Now, we 
take up the First Schedule. There 
are some amendments to this, Does 
Shri Tantia move his amendments? 

Shri Rameshwar Tantia: No. 

Mr. Deputy-Speaker: The question 
ill:-

"That the First Schedule stand 
part of the Bill." 

The motion was adopted. 

The First Schedule was added to th .. 
Bill. 

Second Schedttle 

Mr. Deputy-Speaker: Does Shri 
Tantia wish to mOve his amend-
ments? 

8hri Rameshwar Tantia: There is 
an amendment of mine. But the hon. 
Finance Minister has made the point 
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[Shri Rameshwar Tantia] 
clear. I therefore do not move my Third Schedul.e 
amendment. Amendment made:· 

Amendment made:. (i) Page 17, line 19,-

(i) Page 15,-

JOT lines 25 to 34, substitute-

"(v) any moneys borrowed by 
if from Government or the Indus-
tria] Finance Corporation of India 
or the Industrial Credit and In-
vestment Corporation of India or 
any other financial institution 
which the Central Government 
may notify in this behalf in the 
Official Gazette or any banking 
institution (not being a financial 
institution notified as aforesaid) 
or' any person iII a country out-
side India: 

Provided that such money are 
borrowed for the creation Of a 
capital asset in India and the 
agreement under which such 
moneys are borrowed provides 
for the repayment thereof during 
a period of not less than sliven 
years.... (1). 

(ii) Page 16, line 15,-

fOT "such moneys as are", substi-
tute-

"the Debentures referred to in 
clause (iv) or moneys". (2). 

(Shri T. T. Krishnamachari) 

Mr. Deputy-Speaker: The question 
is: 

''That the Second Schedule, as 
amended, stand part of the Bill." 

The motion was adopted. 

The Second Schedule, as amended, 
was added to the Bill. 

·With President'!; recommendation. 

fOT "and" .substitute "or". (3). 

(ii) Page 17, line 30,-

for Uand" substitute "or". (4). 

(iii) Page 18,-

for line 4, substitute-

"(2) Aluminium, copper, lead 
and zinc (Metals)". (5). 

(iv) Page 18, line 5,-

fOT "iron ore and bauxite", substi-
tute-

"iron ore, bauxite, manganese 
ore, dolomite, magnesite and 
mineral oil". (6r-

(v) Page 18,-

faT lines 13 and 14, substitute-

"(6) Equipment for the genera-
tion and transmission of electri-
city including transformers. 
cables and transmission towers." 
(7) . 

(vi) Page 18,-

fOT line 19, substitute- --"(11) Fertilisers, namely, am-
monium sulphate, ammonium 
sulphate nitrate (double salt), 
ammonium nitrate (nitrolime 
s\one) , ammonium chloride, super 
phosphate, urea and complex 
fertilisers of synthetic origin con-
taining both nitrogen and phos-
phorous, such as ammonium phos-
phates, ammonium sulphate phos-
phate and ammoni),lm nitro phos-
phate". (8). 
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Pagt 18,-

for line 21, substitute-

"(3) Tea". (9), 

(viii) Page 18,-

after line 21, insert-

"(4) Electronic equipment, 
namely, radar equipment, compu-
ters, electronic accounting and 
business machines, electronic 
communication equipment, elec-
tronic control instruments and 
basic components, such as valves, 
transistors, resistors, condensors, 
coils, magnetic materials ana 
micro wave components. 

(15) Petrochemicals includ~ 

corresponding products manufac-
tured from other basic raw mate-
rials namely, calcium carbide, 
ethyl alcohol or hydrocarbons 
from other sources." (10). 

As a result of the insertion of two 
new items in the list, item (14) may 
be re-numbered as item (16). (1). 

(Shri T. T. Krishnamachari> 

Mr. Deputy-Speaker: The question 
is: 

"That the Third Schedule. 3.1 
amended, stand part of the Bill." 

The motion WlU adopted. 

The Third Schedule, as amended, 
was added to the Bill. 

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

Shri T. T. KrishDamachari: I beg 
to move: 

"That the Bill, as amended, be 
passed." 

1886 (SAKA) Armed forces 12352 
(Special Powers) 

. Continuance Bill 
Mr. Deputy-Speaker: The question 

is: 

"That the Bill, as amended, be 
passed." 

The motion was adopted. 

14.24 Ius. 

ARMED FORCES (SPECIAL 
POWERS) CONTINUANCE BILL 

The Minister of State in the Min-
istry of Externa.I AJIairs (Shrimati 
Lakshmi Menon): Sir, I beg to move: 

''That the BiU to continue the 
Armed Forces (Special Powers) 
Regulation 1958, for a further 
period, be taken into considera-
tion." 

The Bill before the House seeks to 
continue for a further period the 
Armed Forces Regulation which was 
promulgated by the President in 1958 
for the purpose of conferring certain 
special powers on officers of the 
armed forces to enable them to ald 
effectively the civil powers in the dis-
turbed areas of Kohima and Mokok-
chung districts of the Nagaland and 
Tuensang Area. The duration of the 
regulation was initially restricted to 
one year. Since the disturbed con-
ditions in the districts of Nagaland 
and Tuensang Area continued, the 
regulation was extended from year to 
year by the Armed Forces (Special 
Powers) Regulation pomulgated by 
the President under article 240 of the 
Constitution, read with paragraph 
18 (2) of the Sixth Schedule of the 
Constitution. The last extension of 
the Regulation was made up to 4th 
April, 1964. 

Consequent on the formation of the 
State of Nagaland, it was pointed out 
to us that the extension of the Regu-
lation for a further period has to be 
effected by Parliamentary legislation. 


