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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 Hon. Members: ‘Aye’.

Mr. Speaker: Those against it may
say ‘No’.

Several Hon. Members: ‘No’.

Mr. Speaker: The ‘Noes’ have it.

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

The motion was negatived.
Mr. Speaker: Do I have to put the

other motions to the vote of the House?
Does Shri More press his motion?

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

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

Shri Shimkre (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 Hon. Members: Yes.
Mr. Speaker: Regarding the Goa,

Daman and Diu Judicial Commis-
sioner’s Court (Declaration as High
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as much as five hours.
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Shri Nath Pai: But one hour is
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 Advisory Committee pre-
sented to the House on the 2ist
April, 1964 as amended by the
House.”

The motion was adopted.

—

1211 hrs.

COMPANIES (PROFITS) SURTAX
BILL, 1964

The Minister of Finance (Shri T. T.
Krishmamachari): Sir, I 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-
sions.

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

Shrimati Renu Chakravartty (Bar-
rackpore): A little louder plcase.

*Moved with the recommendation of the President.
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Shri T. T. Krishnamachari: I am
speaking as loud as I can.

I had brieffy explained in the Bud-
get speech the circumstances in which
it was decided to discontinue the
super-profits tax and to replace it 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 industrial jnvestment  This
policy, as it has been reflected in the
various fiscal measures of the current
Budget, 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, there 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 invetment needs to be attract-
ed to some extent to improve our bal-
ance of payments and for the transfer-
ance of complex skills ang 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 before 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 uniform rate of
40 per cent of such excess profits. The
levy at a uniform rate of 40 per cent
is, in itsel?, appreciably lower than
the 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
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the capital base and 60 per cent on
the balance amoun‘. As I shall ex-
plain presently, the”statutory 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 Jower and a more equitable in-
cidence o? tax.
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The chargeable profits, for the pur-
pose of surtax will be the total in-
come of the company as computed
under the Income-tax Act, exclusive
of certain items of income ang sums
specifically exempted from surtax
and further reduced by the income
and super-tax payable by the com-
pany except on certain exempted
items of income. As the chargeable
profits are to be computed with refer-
ence to the tota] income, determined
under the Income-tax Act, all the
concessions available under that Act
will, automatically, be available as
deductions for the surtax also.

In addition. some of the main items
of income and sums specifically exemp-
ted from this tax are profits of a life
insurance business, capita) gains, inter-
corporate dividends which have been
exempted from super-tax under the
provisions of the Finance Bill, profits
of newly established industrial under-
takings attracting the five year ‘tax
holiday’ under the Income-tax Act
ang 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 or
foreign, will be entitled to a special
deduction for the amount of the sta-
tutory reserveg or deposits made with
the Reserve Bank of India under the
provisions of the Banking Companies
Act or any reserves created by them
in India (sutject to certain limits),
whichever is higher.

I must. however, add that the extra
amount of super-tax payable by com-
panies on their distribution of equity
dividends, at 75 per cent of such
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dividends, will not qualify as a deduc-
tion. The reason for this is clear as
the 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 as well.

The statutory deduction in this Bill,
as explained earlier, is 10 per cent of
the capital base or g sum of Rs 2
lakhs whichever is higher. It will be
recalled that the corresponding deduc-
tion in the super profits tax was 6 per
cent of the capital base or a sum of
Rs. 50,000 whichever was higher. The
effect of the more liberal statutory
deduction in the present Bill will be
that comparatively small companies or
new companies whose profits before
tax do not exceed 4 lakhs will not be
liable to surtax at all. In other
cases, the liability to surtax will be
attrac'ed only when their profits ex-
ceeq 20 per cent of the capital base,
including their long-term loan capital,
As the surtax will, thus be attracted
only at comparatively high levels of
profits and as its incidence will also
be generally lower than that of the
super profits tax, it has not been con-
sidered necessary to make a provision
of carry-forward 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.

1 may further point out that as
compared to the super profits tax, the
-statutory deduction is not only a
higher percentage but a higher per-
centage of a larger 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-
serve, but also its debentures and the
loans specified in the relevant rule in
the Second Schedule of the Bill. The
inclusion of loan capital, as specified,
in the capital base will remove the
discrimination against younger indus-
trial units which has net built up ade-
quate reserves and against units whose
capital base included g large amount
of loan cgpital. This discrimination
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was inherent in the capital base com-
putation in the super profits tax and
resulted in the somewhat anomalous
effect that precisely those units which
needed to build up adequate reserves
felt a higher 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 regarding 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
the capital base only if they are re-
payable in not less than 10 years and
moneys borroweq from abroad are in-
cludible only if they are borrowed for
the creation of any capital assets 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 financia] 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
capita] base. The other change is to
provide that borrowed moneys will be
allowed to be included in the capital
base subject, uniformly, 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 shoulq be the creation
of a capita] asset in India. This libe-
ralisation would enable medium term
borrowings for creation of capital as-
sets such as borrowings from the Re-
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 the capital base, the inter-
est payable on such amounts will have
to be added back, as all interests are
addeq 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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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 of
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 specia] rebate of
20 per cent of the norma] amount of
surtax payable by a company on any
profits derived by it from the genera-
tion or distribution of electricity or
the manufacture or production of the
articles specified in the list of the
Thirq 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 wil] recollect that it has since
approved certain changes in this list.
These are, mainly, the inclusion of
electronic equipment and petro-chemi-
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 ete.,
in the entry pertaining to minerals. It
is, consequently, proposeq to move
amendmentg 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.

In the stx weeks and odd that this
Bill has been before the Parliament
and the country at large, I am happy
to notice that it has been generally
well received. As T have explained
today, the Bill is an integral part of
the overall scheme of taxation embo-
died in the Finance Bil] which the
House has approved and has the same
underlying objectives. I am, there-
fore. confident that this Bill will meet
with the unanimous approva] of the
House,

Sir, I move.
Mr. Speaker: Motion moved.

“That the Bill to impose a spe-
cial tax on the profits of certain
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companies be taken into consi-
deration.”

Shri T. T. Krishnamachari: May
I know the time allotted for this Bill?

Mr. Speaker:

3 hours have been.
allotted. :

Shrimati Renu Chakravartty: The
Companies (Profits) Surtax Bill s
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 wvery
vehemently and rightly so. But dur-
ing this year, the super-profits tax
which he had imposed and against
which there hag arisen a huge furore
right throughout the country is now
being scrapped, and in its place the
Companies (Profits) Surtax Bill has
been brought forward.

The results of the working of the
super-profits tax have been disappoint-
ing for revenue 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 actually replaced it.
Instead of that, we have now got the
Companies (Profits) Surtax Bil] 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. R. Masanl (Rajkot):
and see.

Wait

Shrimati Reas Chakravartty: But
I am quite sure that he will have to
welcome this Bill because it will give
a great deal of advantage to the big-
ger companies in place of the old
super-profits tax Bill. Actually, nei-
ther the Excess Profits Tax Act of
1940 nor the Business Profits Taz of
1947 haq given as many advantages
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-as the Companies (Profits) Surtax Bill
is going to give now. As a matter of
fact, in my own State, companies such
as the Indian Aluminium, the Metal-
box Co., Guest, 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 fing 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
Jjust now made which I have not been
able to catch; it is very 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
computation will be liberalised. Ins-
tead of the 6 per cent reduction on the
paid-up capital and the reserves as
per the super-profits tax Bill, the re-
duction envisaged in this Bill is as
‘high as 10 per cent of the capital,
reserves etc. And I believe that there
will be further liberlisation as a re-
sult of 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
wil] be a further liberalisation. It
may be, as the hon. Minister says, that
it will be better for the smaller com-
panies. 1 am not in a position just
now to give my opinion as to how far
that wil] be true. But even that, I
think, will be a Rs. 4 lakhs base.

Shri Alvares (Panjim): Below Rs.
2 lakhs.

An Hon. Member:
there.

Shrimati Renu Chakravartty: Now,
the rates of surtax have been very
considerably reduced. I think they
are of the order of 40 per cent. I am
-comparing with flie Super Profits Tax.
It is 40 per cent on the amount by
‘which the chargeable profits exceed

That is already
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the amount of the statutory deductiva
whereas the corresponding rates were
50 and 60 per cent. As we see from
the papers, the companies in Calcutta
and Bombay are inwardly jubilant,
because they know that the incidence
now will be considerably less.

The relief to the asseseees, especial.
ly to the bigger assessees, 1s admit=
tedly also greater, and the surtax 1s
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 their profits, 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 more re-
serves for further industrialisation and
expansion, but actually what has hap-
pened is that there has been more
concentration in the nands of a few.

This question of mopping up of their
profits shouldq have beep 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 of 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. As far as
foreign capital, particularly private
foreign capital is concerned. I consi-
der that any further increase in this
is going to have disastrous results
political]ly 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 years, if we are gomng
to open wide this gate to allow pri-
vate foreign capital to come in, we
shall be again forging the shackles
of political dependence, but the Fin-
ance Minister just brusheq 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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1 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,
for a concrete understanding of past
history will belie this expectation that
the people are not worried already as
to the trends they see with regard to
the encouragement of private foreign
capital, which will not only take away
a lot of our own earned profits but
will weild have a pernicious poiitical
influence on our country.

As a matter of fact, the Budget pro-
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 dividendg
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 spo-
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 fact, 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.
Only yesterday 1 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 some peo-
ple. That is a slave mentality which
we have to overcome.

If there is some now-how which we
have not got, and there are so many
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 shal] allow for this in-
centive should be clearly laid down.

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

Shri M. R. Masani: 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 feeling
that yesterday one witnesseq some-
body being murdered, today one cnly
sees the poor man’s pockets being
picked to see what the pickings are. In
such a situation, all that one can do is
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-
vious speaker said so. On the contrary,
it has not been scrapped. Only the
name has been changed, and certain
other changes have been made. The
claim is made that thig is better than
the super profits tax. 1 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 1limit to a number of compa-
nies which have been extremely hard-
hit by the SPT. 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. Morarj}
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Desai, my hon. friend’s predecessor.
had stated:

“If the effect of the Super Pro-
fits 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 hag 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 hag 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
whole—is that there is ho case for a
Surtax Bill. A Surtax Bill would
only be justified in the ievel of profits
and dividends were inordinately high.
If one takes a cumulative view, 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 bonus
shares combined, along with the estate
duty and the gift tax and personal
taxation, makes it more ‘than 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 working
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
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stock companies operating in this
country, shows that in the case 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 giving an average
of 6 per cent and the percentage of
dividends to paid up capital varies-
from 7 per cent to 12 per cent yielding
an average of 11 per cent. It also
shows that a portion of the profits is
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 is on an

average 4 per cent of the net worth

and 6 per cent of the paid-up capital.

Out of the total gross capital forma-

tion of about Rs. 1150 crores beween

1951 and 1961, the internal resources

of the companies covered by the Re-

serve Bank survey accounted for

about 80 per cent of the 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 being 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 &0, the country is
today in the hands of economie
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
instead. 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.
The leeches that are let loose on the
.people to draw away 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-
juddins who batten and fatten on the
country today.

As I have said earlier, this budget
as a whole, including this Bill, is an
attempt at industrial conscription. It
is an attempt at conscripting all the
investible resources 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 defence
of the country; in one cause it would
be justifiable, because it would be
for the defence of.the country. But
here 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-
steps. 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 diagrosed low
"blood pressure. He says we must give
‘a 'dose of stimulation and then what
«does he do? He puts leeches on the
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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,
1 read just this morning in the papers
are now engaged jn 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 be 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 nc doubt 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 State
capitalist pattern. But yet, the large
bulk of them went and got on the
band wagon and helped in returning
this Government to power.

Shri Nath Pai (Rajapur): They
have everything to do. Find out; just
read that part of the Mahalanobis
Committee’s report, where every insti-
tutien has been used for the benefit of
big business in this country. They do
not invest without knowing their
benefit in return.
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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-term inter-
ests ahead of their long-term 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 free society or woulg suffer as
robots under a totalitarian dictator-
ship,

Shri Joachim Alva (Kanara): Some
leading businessmen in India gave. 50
per cent to the Swatantra 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 friends! 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, we 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,
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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 dubvious
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
before 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 socity 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.

w
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Shri Morarka (Jhunjhunu): Mr,
Speaker, Sir, as I heard the hon. spea-
ker who preceded me, I was a little
surprised because I expected at least
the hon. Member Shri Masani to say
something about the merits of the
Bill. He deal with mostly the gene-
ralities about corruption, 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 chargea-
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.
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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 levying
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 conditions 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 ver 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
scheme, "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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going 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 starts
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 IFC 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. Masani: 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.
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Shri M. R, Masani: It will be today.
1 suppose.

Mr. Sepaker: Yes.

Shri Himatsingka (Godda): 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-profts
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 aeducted.
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 com-
pany as computed under the provisions
of the second schedule or an amount
of Rs. 50,000 that used to be included
over and above the provision of 10
per cent of the profits. Taking both of
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 wags agreed to be bor-
rowed from any bank, when the ques-
tion of 10 years was applicable. Simi-
larly, moneyg borrowed from :ny
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person in a country outside India—in
that case only the creation of any
capital asset was required; not in the
case of other loans. Therefore, there
might be a lot of difficulty when this
provision ig 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 my 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 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 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 evenit, 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 of
this Act there will be 5 lot of diffi-
culty. Not only there will be a lot
of difficulty, but I think all these
loans 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 . . .
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Mr. Speaker: The hon. Member may
resume his seat. The bell is being

rung—there is quorum, now. Then
hon. Member may proceed.

Shri 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 hrad 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 taken into account, the
profit was reduced to that extent and
the balance only was chargeable. That
benefit is not being given, 1 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, Sir, I
support the Bill.

Shri Alvares (Panjim): Sir, while-
presenting his economic 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.
1 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 himself characterised the
economy ag 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
Yyear.

I do not understand why, when the
super profitg 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 Minister
himself has admitted that in respect
of statutory deductions and the com-
putation of capital costs he has con-
ceded a great amount of liberalisation
so that the corporate sector ig able to

find some relief by the introduction
of this Bill.

Now, the point is this. In Part (2)
of hig 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 crores 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-
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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,
1 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 #his
question of the Government, what does
the Government propose to do and
why hag it done this. There is one,
naturally, 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 thre private sec-
tor. Therefore, Sir, to that extent the
Government is depriving itself of
assured and guaranteed revenues to
the extent of Rs. 25 crores which it
would have had for itself.

13.08 hrs. ..

[SHRI SURENDRANATE DwIvEDY 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
{s, while thre 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
hon. 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 crores
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. 25
crores from the super profity tax on
certain projects, on certain develop-
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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 BIill is invested in those projects
that the Government had in view?
Otherwise, the result will be that the
Government will find itself 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, T had suggested that
the Minister is preparing a climate
for the invitation of foreign capital
into this country, I see in the Com-
panies Profits Surtax Bill such a pro-
vision actually made whereby a cli-
mate has been created, 3 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 hag 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
“4e Companies Profits Surtax Bill to

) larger number of basic industries
Jhan 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
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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 a3 lawyer I
have experience enough to categori-
cally state that abuseg 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—hags ever raised himself
to the reputation of an eminent law-
yer in that learned profession. What
is true about 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. Taking this fact into
consideration, it is necessary, rather
it ig imperative tha{ a large number
of soldiers must be recruited. 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 second 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,
has 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
has been discussed so often in this
House.

13.16 hrs.
[Mr. DeruTY-SPEARER in the Chair]

The second problem facing the go-
vernment is the rehabilitation of re-
fugees, When Germany was con-
fronted with this problem,  capital
levy to the extent of 50 per cent was
imposed on special properties. The
result was that thre 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
slow 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, it
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we mean business, we have to take
advantage of the best technological
and organisational expertise and make
large investments in industrieg to
rehabilitate the refugees and help
the economy of the country and
threreby help the unfortunate victims
of the inhuman violence by the human
beast.

The third situation which we have
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 3 growing popu-
lation India is doomed to  failure.
With g large population of 450 million
people, with large areas of land, with
a great history behind it and great
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,
Bill.
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“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
of its effect on industry as a
whole, I understand that some
of the corporate units with a large
capital base have not been unduly
affected by the Super Profits Tax
as it is at present framed 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. ”
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IAN G FEfEl F FOE §
T T1fed ar w3 dEr g -
Fe 7EF FAT | W TAH GO A AT
av gefrefa st & aroaTe § dar
TG 4G F | AET FT FH AR
TIATIAF £qT9 AT AT(Ed |

TR AT faq war 59 AT
¥ gaed § W 9% gEe gwefwe
F QN T@ W I¥ T ¥ g
o g | § 3T dFeeE Q) A § qew
AT AT T TN & 9W F AER T
# ag 77 g1 g 5 qAeweaw wfe-
g F1 97 ¥ o o 3w F7 qdgde
T § 97 9T FST AT & AT AL T-
g wrfea 37 1 Sifsq ard ¥ 3=y
g1 Su% fa g9 vy (srfeew)
g faa & o wifesig @ § 97
W TR F § fF gaewiwm wmiwad
Y HY AT F THS & HI AT FC IR
g1 9 qy waar faargar § :—

“any expenditure incurred on
account of 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:”

commission,

gaq oifgr wfwear & fad s @
2 fF ag geeweeivw A afderfaar
@ FX wAUE, FAeETHE AR Te-
Ffeqage & fad =t Fw a1 s
&3 | SR IW g § FO W AA-
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wq g A AN gAg F 3@ IFR
T 3951 0% fefepwa a7 a8 FTwa
AT WeeTT F1 SHfeq  I]AT ERO
Jq THRiaw miEe? &1 wfad #18
Sz A @ @Y 7Y & AR T
fae a7 @@ a1 WX 9 "o W
gwar § fF sfw, geeie ay Teav-
feqite 92 foqm @=f sfaw § AT
Y fear T § Ag wW g =iy
oifs s T Trfed | e F&
qar g §Far & % gay faw g7 @
Soar & | 9 @Y UF W39 | e &
fF o &« g wifed =T o
T 78 g1 TieA qr 1 WA F19 TG
arar fF ag  Qeaxfewdqe &1 IO
# ? 5@ 3F ;Y TeavergTie g &G

TT qF IART 6T TGy T99q |

S f §9 ofY Fgr 3w ag faar
g & —

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

o S AEEARE I TFATSIL FAFT
FAEF X § fargar favaear
1% § fr gTedadie ¥ Gwaaeras 9%
AET TA% T | AT & 199 IqS
& Frafagl & Tad He JHad FY T
3T FTAT TTAT § | WL § @A
TETUT FY 52327 T &L A1 F I 7%=
AT FT FI9 AT a9dqT & A -
At | 9% J0dT § | 36T a%g Qe ifew-
T R @d v Ay 917 g1 saw o
e FE AT § T8 3@ F qeat-
fegite ) ok Ffm ax g9t sfaa
g o aqfaa § o ag wuAY gng &
HIGIT TERT TH A UG FIM |
AYY oA ¥ 39 q%g ¥ IASHiA
TTREY & Fl § T8 § SA1QT a9
WET I AT TeT § | v T
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T WG wEAF fad § @Y 39 FFR
T aifadT T g | FRAT (Tfeza)
geigw faw & ot 367 TFT F7 wofawT
e} | fow qig a7 Sa 5 Tt
£ ag g7 SrfagT 5% W 9 §
5q Sgi IF Geafaaie T EN T
FTE=R F7 gaT4 § a7 & Fg0 =arear
g fF g w1 afma g Gafede
q7 & | gEadfewds #F g 98 9%
FATdT 1 39 foa & wovam g g
it g gfagT @@ § —

“to the extent such expenditure,
in the opinion of the Income-tax
Officer, is excessive having regard
to the circumstanceg of the case:”

What is the criteria for forming the
opinion?

@t Y avar & fF sTEwdw wfe
FIFAEHT ATH I & FT T 3T
R gaw 1 78 waF fis ag @af sgrer
g1 & wa fF  areqfasar ag 7 g1
¥ gAw ¥ 37 e @ fefermady
qTT AT 3VF A § | TF AU q 97
7g %3 T ag samar gam § W) g
Fg gFar g 5

the circumstances are different, There
is no criterion for “having regard to
the circumstances of the case”.

§0 a%g ¥ qF IAST g & FwA
FIAT | TW GG FT wsQTAAY @A §
N @ AW’ F) feferomqy aad
| § it FAfaEl F oaifas & S
IAEY AT AT § I€ TAAT I Ao
o Fido FY AT 9T WY § FWW
TAFHET WITHRE F1 wEl 9T @A
& YT g WY Y a9 qd SAST I
gw wga gsar g1 afe am 2@
¥ frads odAT SOTAT SRR €,
2w ¥ ofia® 91T @y Ar3aT 9T

T Y afe wra ez T gy § av

they should not be at the mercy of
Government Servants.
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TR wzaw F7 §¥ wewgq frar
¥ IEH 4g W T W § —
“On the amount by which the

chargeable profits exceed the
amount of the statutory deduc-
tion— 40 per cent v

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.

FAT FT ¥o qde Fr fezaw faar
F1 Afw 39% g7 9% s T FEOAT
FY S Be &7 § a8 aF qfeqF qFRIT AT
FFOATT FIAT T TER | I B & 913-
T qFEX F1 TS FTAT A7 aFATE

3g% #ATET 39 43 fowe & o
sfefren far wr & A% @ e AT
& % W qzo TaTRE Uy € IH-
AT € aY ag frar €7 w W wWaw
Tz fagr #3 qad § FifF nad-
Fz FT AT & I987 75 IR
fear srar I€0 7 FHRAT AT |

“The list of articles referred to

in paragraph 1 shall be g5 follows:—
Iron and steel. . . .

Aluminium
Coal C
Industrial machinery
Boilers e e e e
Equipment for the generation . ..
Machine tools. . . .” etc.
THF TR A1ZAC GHT FT T FAAS
=T gAY § afET gar faa 7 AgRy
#1 eaw aY o fafose wafwl &%
HHT A, Aver, AR fagar a7 A&
I FAIN TN H %
anad § e gere Y Tifee ava oF
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|3 BT Fifeq | Shar FRama A
HIE AR A[F N faarg . —
“The net result has been that
it has produced a phpsychological
resistence and has to some extent

affected industrial growth.”

arfex & fv ok gy $sfaw o
TEHIEET T § A I A Ay fey
TR WeRl & arq § qA: FgAv Agan
g fF gait O o7 adsw gt g
& g 73t S Ifgy | o=y walt wERw
#1377 faeg 7 a7 Tifey 5 ar-
favgs®r smfwat «1 g § (o

-~

W@ § I A AT W I Iy
fomr <@ & @ Fan wfadr TaHiE
N Iw g 7 A gy qF
g fr fag "t ST 7 @l &Y AR
o= 37 A 37 a@ § qF TAA HY
EITIT 1 T A gH ®oq AT a8 A0
AR &6 g, T7A9 I 7 g0

Shri Heda (Nizamabad): Mr, De-
puty-Speaker, Sir, even Mr. Masani
had to admit that the present Bill is
an improvement on the previous Act,
that is, the Super Profits Tax Act. In
fact, it is not only a little improve-
ment but it goes a long way and,
therefore, 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 wag already refer-
red to by the very first speaker, Shri-
mati Renu Chakravartty, that is, the
effect of the taxation proposals on the
inflow 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 profits
tax was a great blow but even then
the foreign investors had appreciation
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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 js 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 routeq 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.ds a very big develop-
ment and a great improvement. But
even then it ig 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 js room for
improvement. We have got very
high officials dealing with the com-
mercia] and economic aspects in
Europe, in America and in UK, 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
collaborator 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 philosomher 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 ang 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 aspect also.
I think that aspect has not teen con-
sidered properly. So far as the pre-
sent Bill is concerned ang its provi-
sions 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
last 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 result?
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 te the profits and in the
company where I lose there will be
consideration. Instead of that, if I run
all these three companies ag my pri-
vate or individual business, the loss
of one business would be off-set by
the profits in other businesses and,
therefore, this provision goes con-

trary to giving encouragement to the
corporate 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.
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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, wil] give consi-
deration to it. I express it here only
because one ig not certain whether
one gets an opportunity every time or
not. Only the dividendq 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 specia] 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
powerfu] 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 hclped .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 are 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-
ning 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—I 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 I would like him
to look into the Agriculture Ministry,
stop the imports and keep the money
going into our treasury. I 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 shall 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 capita] 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 years of effort, we have not
put the agricultural production on the
proper front.

Here is the story about Burma, If
they can produce a second crop every
year, Burma will be overflooded
with money in the sense that they
will be able to supply rice almost to
the entire world. They say “we have
one crop already and we are satisfied
with that and we do not have to work
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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 their
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 Jamshedji Tata who was
turned out from a hotel in Bombay on
grounds of colour, soon after started
running the Taj Mahal Hotel. There
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 hotels 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 T could not get tea after five
whereas here in Ashoka Hotel for
Rs. 55|-, 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
allow foreigners to run hotels owned
by our Government. We cannot
allow the case of Walcott’s escape 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 otherg are not pam-
pering them? We want Americans to
come here; we will be happy. Give
them all facilities, but we need not
get Americans to run new Govern-
ment hotels and transfer the profits.

1 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,
wag 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 recommendationg have
been put in the pigeon-hole for so
many years. I hope the falt of the
Monopoly Commission will not be like
that though more important recom-
mendations will come out of their
labours.

.

Mr. Deputy-Speaker: The hon.

Member’s time is up,

Shri Joachim Alva: I shall take

five more minutes.

Mr, Deputy-Spéaker:
speak about the Bill

You should

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. 5000!- with 20
per cent imported components only,
we go on paying Rs. 15,000]- for a car.
I want the Americans to come here and
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I have great respects for them. We
tave 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 only
want that the money should not go
out of India. We have young 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 ag 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 connectiong 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 wundesirable
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 opposite 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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a1 7Y g <R 9 fF gadm & g9 aga

9 §rg a5 §, IAHT ATH A7 Aled
dfew o wq og 7 W E 5 &
gfear #vgat o7, 9 gwi fag 9ga
Hfeww a7 FT 4T, gi age gift gard)
3 Q1 FT T Fg a1 8 7

=t SvErR sreat WY AfST | AR
grg & AR § A FT T

g arex et § s F w1

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 the
benefit of our country. Thus there
can be no good foundations for a
welfare State.

As somebody asked, if for one unit
or one house over eighty licences of
over Rs, 50 lakhs each are issued,
what wil] 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 1 would like to mention,
and that is that no financia] stability
can come to this country, and no eco-
nomic strength can be built up for
our country if law and order break
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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 follow.

Shri 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. T
support such taxation, but I oppose
this Bill only because this is a subs-
tiution of the super-profits tax which
was introduced by the former Finance
Minister. 1 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 was
enough pressure on the Government
and on the Finance Minister that that
tax shoulq be removed. But the hon.
Finance Minister stood by it. He did
give some concessions but he did not
withdraw the measure.

I 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 going to
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attract the foreign investorg to invest
more in this country, which, according
to him, will strengthen our economy
and will give more money for the
success of our Plan. That may be
‘true or that may not be true. But one
thing is very clear, namely that
we do not really know what the pro-
fits are. This House ig going to impose
a 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 has
‘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 capita] must
grow more and more. The hon. Minis-
ter in his budget speech has made 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 ug take,
for instance, the oil industry or the
tea industry or the other industries
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 investors, I do not know what
will happen to this country, and whe-
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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 free-
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 towards
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. team was Fere.
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 very 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 in this House,
when the controversy arose between
Shri Manubhaj 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
vet 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 thig 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 strange that the secretary of
a particular Department is the chair-
man of three committees, perhaps the
licensing committee and some other
committees, 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, I believe,
for the last seven years. Naturally,
vou will agree with me that when
an ICS officer, and a senior ICS offi-
cer at that, remains in a department
for more than five years, he has his
roots, which affect the policy of our
Government. I would like to know
whether there is any change, and
whether the hon. Minister is going to
bring about any change in the licens-
ing policy or whether he is. going to
allow it to remain ag it is which will
give rise to further monopoly in this
country.

14 hrs.

There is another point, and I have
done. About the pro..fits now things
will be referred to the Monopolies
Commission. T spoke about the forma-
tion of the Monopoliess 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 no need for this Commission.
But, still, as the Commisgion has been
formed with eminent persons, with
‘Supreme Court Judges, I welcome it,
but I would like to know why an emi-
nent economist like Prof, Hazaria, for
instance has not been included. I
in this Commission. He was given
399 (ai) LS—5.
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a job by the Planning 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 and the
House know why eminent economists
and representatives of the public
have been ignored, why they have
not got a 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 termg of reference are broad, if
this Commission holds public sittings,
if the representatives of political par-
ties, eminent economists, eminent
lawyers and ¢hartered 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
houseg is bound to come out.

So, I request the hon. Finance Mi-
nister to justify this Bill not merely
on 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 oppese 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 hag been made
comparatively easy by the hon. 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 criticismj
that have been voiced on this parti-
cular measure.

My hon. friend Shri Morarka want-
ed to know whether the amendment
proposed would cover loang 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. The
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 the ground that it gives
away concessions which were not
vouchsafed by the Super Profits Tax
Bill. I would like to meation to hon.
Members that thig 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
super-tax. Certain other concessions
have been provided to the companies,
and in order to off-set these conces-
gions 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 wup certain
amount of money which might be in
the nature of excess profits, that is a
return of over and above 10 per cent
of the block. 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 what 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.
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Secondly, we cannot do without a
tax measure which takes up the sur-
plus profits, both for revenue consi-
derations and for being in tune with
certain policies in regard to prices
that we are following. While un-
doubtedly—and it is wrong for any-
body to interpret Government’s 1olicy
otherwise—Government is following
what is called a managed or planned
economic, in which, to meet the basic
needs of the people, prices have to
be controlleq 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 gupplies
are not adequate, or there is maldis-
tribution, or these fare both, then
comes price control. But there is no
meaning in having control over a
number of commodities won which
Government is not able to cxercise
any control. In fact, in the 16 commo-
dities on which we removeq price
control in December, I found that
Government did not have one prose-
cution, they were not in g position
to go and investigate the prices and
effectively control them. In fact, there
is mo meaning in having a price con-
trol which is not effective. We would
rather 1dosen 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 on the block is
intendeq 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 becauise of Government
policies, when in certain commodities
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 Shrfmati Renu Chakravartty
hag 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, thig tax is something
which is part of the 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, there were certain dis-
tortions, certain companies with a
big capital base earned more, certain
companies with loan capital, which
is also included as capital now, did
not earn more. So, that has to be
taken away and something substitut-
ed.

I did not ever say that I was going
to give a largesse 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 is the
same, but since the Super Profits Tax
did not completely envisage the con-
ditiens that are now prevailing and
the policies which have now taken
shape which we are now trying to
implement, a change is necessary.
That is the justification for this tax.
If you tell me that it is mild, I say I
think it ig more equitable.

If T had no Dividend Tax, and 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.

Shri T. T. Krishnamachari: .
and I would not have got the very
harsh words that he used against me.
He does not like it. The point is that
what is meat for one person is poi-
son to another. I am sure my hon.
communist friends did not wholly dis-
like the Finance Bill inspite of the
fact that they did not say so specifi-
cally. There is the fact that they
would not be prepared to join the
Opposition and express their dissent
to the Finance Bill because they know
that it is a legitimate and proper at-
tempt. I had very valuable support
from Mrs. Chakravartty in the 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

VAISAKHA 2, 1886 (SAKA) (Profits) Surtax

12344
Bill

person or the party in power which
should equate over the ditferent ideo-
logists ang approaches and do what
is necessary for sustaining the econo-
my. My hon friend Mr, Masani may
tell me what happened yesterday in
Bombay, that securities crashed. I
know. Securities will crash 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 fcol
living in a paradise. T may be a queck
among economists. These harsh words
never break any bones and my bories
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 offened
Now, Sir, I do not use harsh wards.
Why? Because I am on firm ground:
I am absolutely on firm ground.
(Interruptions).

Shri M. R. Masani: You are in office,
Shri Ranga (Chittoor): Otherwise
your ground will tumble.

Shri T. T. Krishnamachari: You
may protest; because you are nct on
firm grounds. It is the duty of the
Opposition to criticise the Gcvern-
ment. I quite see that. But the Oppo-
sition gets angry when they do not
get proper arguments.

Shri M. R. Masani: We do not get
proper answers,

Shri T. T. Krishnamachari: There-
fore. the basic strategy of this mea-
sure is part of the overall strategy.
That has to be understood before you
condemn it or accept it. Hon, Mecra-
bers condemn it because they think
it is not their duty to understand the
basic strategy. But once they urder-
stand the basic strategy of the Go-
ernment, well, there will be no oppo-
sition. But even if they understand
it they have got to say that they do
not understand it.

The Bill, Mr. Deputy-Speaker, is
something which does not nced fur-
ther clarification or explanation over
what has been stated. I do not think
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Mr. Peter Alvares understood this at
all. He is a good student of economics
but in his trying to justify or not
justify the provisions of taxation po-
licy, having criticiseq me ag a Mem-
ber of the Opposition, he missed the
mark and I have only to mecet two
sets of opposition. One is tha; I have
given something more to the indus-
trialists than what is deserved, some-
thing which is wrong 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 condemnaed.
I do not think that I had any legiti-
mate or even rational criticism of thig
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 things
may be wrong here or soms adjust-
ments would have to be made; maybe
we have to raise the rate oy lower it.
But the strategy, I think, is correct
and a year hence we will prove whe-
ther it is correct or not.

In regard to one amendment I have
said that 1 have expanded the scope
of this base of ten per cent by includ-
ing any capital asset borrowed on 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 loang to IFC, etc. of a
shorter duration which cou!d iave
been the case originally as it stands,
and which has been taken awayv. The
proviso makes it very clear that all
the loans covered by the main clause.
provided they are subject to a term
of seven years, will qualify. This and
the other amendment which T have
suggested are, as I have said, in re
gard to the extending of thc scope
of the commodities or rather indus-
tries which will qualify for the twen-
ty per cent rebate. 1
think it is correct. I cannnt give ten
per cent away in regard to the ccrpo-
ration tax to those industries and at
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the same time say that even if they
pay excess profits tax from out of
profit, they could not have anything
to plough back to the reserves. Flere-
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 s9;
1 said many excluded companieg will
come in,

Shri T. T. Krishnamachari: 1
thought he said so. If he did not say
so, my criticism is wrong. 1 do not
think there has been any materal
comment otherwise. I hope at any
rate that I have covered the points
concerning the Bill. T have not cover-
ed the other things because I am not
a licensing autherity and 1 do not
keep a list of licences. For that mat-
ter, in regard to foreign capital, I
have stated my case and if hon. Mem-
bers have got different points of view,
well, they arc entitled to.

Mr. Deputy-Speaker: The
is:

queston

“That the Bill to impose y special
tax on the profits of certain com-
panies. be taken into = considera-
tion™.

The motion was adopted.
Clause 2— (Definitions)

Mr. Deputy-Speaker: We shall take
up clause by-clause consideration.

Firstly, clause 2. <

There is an amendment.—No. 12.

Shri Rameshwar Tantia (Sikar)s
Sir, I beg to move:*

Page 1, —

after line 22 insert,—

“(5A) Deficiency “in relation to an
assessment ycar means—

(i) Where there are chargeable
profits in respect of the previ-

*With Presidents’ recommendation.
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ous year relevant to that as-
sessment year, the amount by
which such profity ag increas-
ed by the sum exciuded un-
der clause (xi) of rule { of
the First Schedule fall short
of the standard deduction.

Where there are no charge-
able profits in respect of the
previous year relevant to that
assessment year the amount
of the statutory deduction”.
(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 by 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 it 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 thought to this very reason-
able amendment and will agree to
this.

Shri T, T, Krishnamachari: Sir, I
am not in a position to accept this
suggestion of carry over 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
case, I withdraw the amendment.

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

(ii)

The amendment was by leave with-
drawn.

Mr, Deputy-Speaker: The question

is:
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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-
ment?

Shri Rameshwar Tantia: No,

Mr, Deputy-Speaker: ‘I‘here are no
amendments to clauses b 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 {o this. Does

Shri Tantia move his amendments?

Shri Rameshwar Tantia: No,

1‘\_11-‘ Deputy-Speaker: The question
is:

“That the First Schedule stand
part of the Bill.”

The motion was adopted.

The First Schedule was added to the
Bill.

Second Schedule

Does Shri
his amend-

Mr. Deputy-Speaker:
Tantia wish to move
ments?

Shri Rameshwar Tantia: There is
an amendment of mine. But the hon.
Finance Minister has made the point
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clear. I therefore do not move my
amendment.

Amendment made: *
(i) Page 15—

for 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 i 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 seven
years.”. (1).

(ii) Page 16, line 15—

for “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.
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Third Schedule
Amendment made:*

(i) Page 17, line 19,—
for “and” substitute “or”. (3).
(ii) Page 17, line 30,—
for “and” substitute “or”. (4).
(iii) Page 18—

for line 4, substitute—

“(2) Aluminium, copper,
and zinc (Metals)”. (5).

lead

(iv) Page 18, line 5—

for “iron ore and bauxite”, substi-
tute—

“iron ore, bauxite, manganese

ore, dolomite, magnesite and
minera] oil”. (6)7
(v) Page 18—

for lines 13 and 14, substitute—

“(6) Equipment for the genera=-
tion and transmission of electri-
city including transformers,
cables and transmission towers.”
0.

(vi) Page 18,—

for line 19, substitute—

.

“(11) Fertilisers, namely, ame
monium  sulphate, ammonium
sulphate nitrate (double salt),
ammonium  nitrate  (nitrolime
stone), 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 ammonium nitro phos-
phate”. (8).

*With President’s recommendation.
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(vii) Pagt 18,—
for line 21, substitute—

“(13) Tea”. (9).
(viii) Page 18,—

after line 21, insert—

“(14) Electronic equipment,
namely, radar equipment, compu-
ters, electronic accounting and
business machines, electronic¢
communication equipment, elece
tronic control instruments and
basic components, such as valves,
transistors, resistors, condensors,

coils, magnetic materials ana
micro wave components,
(15) Petrochemicals including

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). (11).

(Shri T. T. Krishnamachari)
Mr. Deputy-Speaker: The question

1s:

“That the Third Schedule, as
amended, stand part of the Bill.”

The motion was 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, Krishnamachari: I beg

to move:

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

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

The motion was adopted.

14.24 hrs, !

ARMED FORCES (SPECIAL
POWERS) CONTINUANCE BILL

The Minister of State in the Min-
istry of External Affairs (Shrimati
Lakshmj Menon): Sir, I beg to move:

“That the Bill 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 aid
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.



