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deration of the motion moved by 
Shri C. D. Deshmukh on the 13th May 
1953, namely:

The House met at a Quarter Past Eigh  ̂
of the Clock

[M r . D eputy-S peaker in the C h oir]

QUESTIONS AND ANSWERS
(See Part I)

9-22 A.M.
PAPERS LAID ON THE TABLE

Ibe Minister ot. Commerce and In
dustry (Shrl T. T,* Krisbnamachaci):
I beg to lay on the Table a Copy of 
the Ministry of Commerce and Indus
try Order No. S.R.O. 1478, dated the 
24th July, 1953, published in the 
Gazette of India, Part II, Section 3, 
dated the 1st August, 1953. [Placed 
in Library. See No. S-96/53.]

I lay on the Table a copy of the 
Ministry of Commerce and Industry 
Notification No. S.R.O. 1512, dated the 
30th July, 1953, published in the 
Gazette of India Extraordinary, Part
II, Section 3, dated the 30th July, 
1953. [Placed in Library. See 

No. S-97/53.] 4
I also lay on the Table a statement 

in connection with the Fourth Report 
of the Public Accounts Committee on 
the Import and Sale of Japanese  ̂CToth, • 
[See Appendix II, annexure No. 29.]

estate  d u ty  b ill—Contd.
Mr. Deputy-Speaker: The Hous»

will now proceed with further conai- 
325 PSD. ‘

‘That the Bill to provide for the 
levy and collection of an estate 
duty, as reported by the Select 
Committee, be taken into consi
deration.”

Mr. C. R. lyyunni who was in posses
sion of the House will continue

Shri C. R. lyyunni (Trichur): Yes
terday I was saying that in this vast 
continent of India there are various 
kinds of people who are governed by 
laws which are diverse and conflict
ing. There are* the Hindus who have 
got two systems of law of inheritance 
—one is Mitakshara, the other is 
Dayahhaga. Besides, there are other 
Hindus also governed by laws not in 
conformity with either of these. In 
addition there are the Muslims, the 
Christians and the Parsis. In coun
tries like England where the Estate 
Duty Act is in force, there is only one 
system of inheritance, whereas here 
we have got as many as probably 
seven or eight.

Now, In the Bill that has been in
troduced in this Parliament a speci
fic reference has been made to three 
communities. Hindus are governed by 
the Mitakshara, Marumakhatavam and 
Aliyasanthnna laws. With regard to 
others absolutely no mention Is made. 
What I beg to submit in this connect 
tion is that unless we are In a posi
tion to know how this Bill, as passed 
here, will apply to various kinds of 
people governed by different systems 
pf }aw, it will not be possible tp Ipiow
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[Shri C. R. lyyunni] .

what exactly will be the implications 
of this Bill. For that purpose I have 
worked out certain figures. I have 
taken for instance the Mitakshara 
family consisting of a father and nine 
sons with property worth two and a 
half lakh rupees. In the case of a 
Mitakshara family, everybody knows, 
every male member is entitled to a 
share by birth. There are in the 
family a father and nine sons i.e. ten 
in all. So out of two and a half lakh 
rupees the share that goes to the 
father is only 1/lOth i.e., Rs. 25,000. 
Since the exemption sum allowed is 
Hs. 50.000, he is not liable to pay any 
duty at all. Suppose the son dies. 
His share will be l/9th. Being less 
than Rs. 50,000 he need not pay the 
duty.

Now we will take the case of a 
Dayabhaga family with the same 
number and the same property. What 
is the exemption sum? The exemption 
sum that is granted to a member of 
a Dayabhaga family is 3/4 lakh rupees 
i.e., Rs. 75,000. That is a special con
cession granted by the Finance Minis
ter. If that is deducted he has to oay 
a duty on Rs. 1,75,000/-. How it will 
work out I have calculated on a 
hypothetical basis. I have tentatively 
given a table of rates to work with.

Sum Rate
R3.

I to 5.001 2%
5»ooi — 10,000 3%

10,001 — 25,000 4%
25,001 — 50,000 5%
50,000 — 1,00,000 6%

1,00,001 — 5,00,000 7*%
5,00,001 — 10,00,000 10%

Mitakshara family property worth
Rs, 2,50,000,

Father and sons Nil.
Dayabhaga family property worth 

Rs. 2,50,000.
Fa^er Bs. 12,725.
Mitakshara family property worth 

Rs. 5,00,000.
Father NU.

Son Rs. 1,048/8.
Dayabhaga ifimily property worth 

Rs. 5,00,000.
Father Rs. 29,475.
Mitakshara family property worth

Rs. 10,00,000
Father H*. 2,100
Son Rs. 24,840

26,940.
Dayabhaga family property worth 

Rs. 10,00,000.
Father Rs. 77,600
Son Rs. 12̂ 600

If worked according to the method 
adopted by the Income-Tax Depart* 

meni it will be like this.

90,200

Now I am given to understand that 
that mode of calculation is not correct. 
The mode of calculation adopted by 
Income-Tax Department is from Re. 1 
to Rs. 5,000 at the rate shown against 
it. But it is said that that mode of 
calculation is not proper and is some
thing different. What they say is that 
if it is worked out at the highest rate 
for the whole assessable amount, the 
following will be the amounts:

Mitakshara family property Rs. 2i 
lakhs—Nil.

Dayabhaga family property Rs. 2) 
lakhs—Rs. 13,125.

Mitakshara family property Bs. 5 
lakhs—Rs. 1,498/8/-.

D a y a b h a g a  family property Rs. 3 
lakhs-HRs. 31,875.

Mitakshara family property Rs. tO 
lakhs—Rs, 35,494, .

Dayabhaga family property Rs. 10 
lakhs—Rs. 108,740.
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' In a family of a father and four 
sons: Property worth Rs. 2i lakhs:

Mitakshara family pays Rs. 2,400.
Dayabhaga family pays Rs. 13,125.

Property worth Rs. 5 lakhs:
Mitakshara family Rs. 20,500.
Dayabhaga family Rs. 41,875.

Property worth Rs. 10 lakhs;
Mitakshara family Rs. 71.250.

Dayabhaga family Rs. 1,45,000.
Estate duty is a duty which has not 

been levied so far in our country and 
very few people know what exactly are 
its implications. The Hindus go
verned by the Dayabhaga law, the 
Christians, the Muslims and other 
Hindus who do not come under the 
category of Mitakshara law are very 
few.

With regard to Mitakshara families 
there are other concessions shown. I 
would show how. It is true that most 
of the clauses in the Bill are taken 
from the Estate Duty Act of England. 
When a question comes where the Mitâ  
kshara families are adversely affec
ted there is anxiety'for showing some 
concessions whereas that sympathetic 
consideration does not find a place so 
far as others are concertied. That is 
with regard to the death of children. 
If a member of a Mitakshara family 
dies before attaining the age of eigh
teen, he will not have to pay any duty 
at all, whereas in the case of the other 
people this concession is not extended 
to them.
•So also in the case of a Hindu widow. 
Suppose a Hindu widow dies within 
seven yeais of the death of the hus
band. In that case some concession 
is granted, provided the heirs to whom 
the property will go after the death 
of the ix̂ fe are the same and duty 
has already been paid on the property 
which she has inherited.

Those concessions are not extended 
to others belonging to the other com
munities. I would request that justice, 
at least bare justice, may be done. Let 
there be no discrimination. When the

articles of the Constitution clearly say 
that as far as possible there should 
not be any discrimination and there 
must be justice done even to the mino
rities, I would certainly say that it 
is incumbent upon this Government to 
see that the minority communities do 
not stand to lose by this or be discri
minated against in any manner.

We welcome this measure just as 
any member of any other community 
does. It is absolutely necessary. 
People who have plenty of xnoney to 
give, especially at a time when we 
want that the Five Year Plan should 
be properly accomplished, should be 
made to pay. But let no discrimina
tion be shown against any particular 
community or section of the people. It 
appears to me that if this Bill as such 
is passed, within the course of two or 
three generations some of the com
munities, against whom discrimination 
is shown, will have to go under. There 
is no doubt with regard to that matter.

There are a few other things upon 
which I wish to say a word: There is 
one clause here about aggregation. 
In that clat^e agricultural land situat
ed in any State but not specified in 
the Schedule is brought in. In the 
Schedule to the Bill we find that as 
many as seven States are mentioned.
I do not know whether in those States 
any incopie-tax is levied on agricul
tural l^nd. But so far as Travancore- 
Cochin. from which I come. i« con
cerned there is income-tax levied on 
agricultural land. Now. Travancore- 
Cochin has not passed a resolution 
that they are agreeable to be included 
in. this Bill and to duty leviable on 
the lands there. Those lands which 
have already been taxed by the in
come-tax authorities there ace also 
brought in with a view to see that 
the rates are increased. It is true 
that no tax or duty is levied on the 
value of the properties, but for the 
purpose of fixing the rate—that is 
adding or raising the rate—the value 
of the property which comes under 
agricultural land situated in any State 
not specified in the Schedule, is also
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[Shri C. R. lyyunni] 
taken into consideratipn. J do not 
think It is proper or fair.

There is one other matter which I 
wish to point out and that is this. 
What exactly is the reason why there 
is so much of difference or disparity 
between the rales to be paid, by the 
Mitakshara family and the Dayabhaga 
family? The reason is very clear. In 
the case of the Dayabhaga family the 
father is considered to be an absolute 
owner of property. It is true that 
he is an absolute owner of the pro
perty. Whereas in the case of the 
Mitakshara family the father Is not 
an absolute owner. But with all that» 
even in the case of the Mitakshara 
family, suppose large debts are creat
ed by the father, not for immoral pur
pose, then the properties belonging to 
the family will be liable to pay his 
rebts even though the other mem
bers are not parties to the debt or 
are not directly liable. So in a way 
we can say that the father in a Mitak
shara family also has got consider
able power over the propertiy even 
though he is not an absojute owner.

There is one argument advanced 
by some that the Dayabhaga family 
has one advantage over Mitakshara 
family. Suppose the son in a Daya
bhaga family or the son o f^  Chris
tian father dies before the father. In 
that case, is it not true that he has 
not to pay any duty to the Govern
ment? Yes, it is correct. I perfectly 
understand it. But as a matter of 
fact, even though he has not to pay 

amount, the Government gets 
much more than what it would other
wise have been entitled to If he were 
alive when the remaining sons die. 
The point is this. Suppose there is 
a father and four sons and there is a 
property of 5 lakh rupees. Suppose 
one son dies before the father. Then 
nothing is paid. Then the father dies 
and when the division comes for the 
rest of the sons, the property will be 
divided by three instead of by four. 
So the amount of duty payable will

be on a bigger amount than would 
otherwise have been the case. So in 
that case the fact that a son dies ear
lier than the father is in favour of 
the Government and not against It. 
(An Hon. Member: Acute) The argu
ment' will hold good. It may be acute. 
But is the argument correct or not? 
That is what I want to know.

My submission, therefore, is that 
we should see to it that as far as 
possible no discrimination is made in 
respect of those people who do not 
come under the Mitakshara or Maru- 
makhatayam and the Aliyasanthana 
Laws.

»T0 wt.(nrrfeiT7) 9

Some Hon. Members: English.

¥To fpr© jH o mx : National
language. No English.
unjtw, t s r r s r ^
^ % ?rnR i ^  %

^  3ft 5TTT 
TT %TRT I, ^  «PT

spT# ^  j  aft
*1̂  vhr fsw ^  TT

fiw
3tt t ft?

fjRT srnrr |  vftx. ^

# wOyf 5ft qr?̂ iw
TPir ?  f
5T?i t', ^  ^  11
^  ^  3rnr, nt aft *n 
PrsiPF % ift̂  ^  ti

n̂wT 'T if^  

^  vnnrhiT t
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*rnff w ^  t tw
t  I TC

= T ^ t ,^ r ’T^ I, ^ T fr  %
f55nr ̂ <yrt *p^  | i

^  ^  I, ^nK ^  « fT ^
sift w iMnx t| fft

^  ^  % *̂'9<
% ^  <ft!T *frrsriF^^ w v m
^ I *T̂  «(?T ̂  T̂T*nf̂ TT T ^ r  ^ I ^ti^l

>iT?r IT? I  f*p ^  *n: wnr '» î4d ’SfWt 
f^c<T (^ f̂cT ’TfT̂ rrr 'nfftr) t, 

WR f̂V FTrPTT | I 'TftafTT H *Ptf 

«n5*ft wrm?T irr fjrofsrasr^
fSRT «ir. fJT ^  «PT5TT T??rT ^  I ^  T?: 

JT? jn>mft I  Pp ^  >ft 5IW * m  f i  
>Tt ^  ^  ’ff <niT % *rnft ■d^

!T^ 'irraT I inft
f t < r R r ^ f f  11

^  5ft»T 3ft iT®m >̂ '>ft % ?friT t', w 

3TR^ i  ftr ^  *ift wiw*ft ^  
v̂ t̂ r Svftv *ft  ̂ (^wi
ffrmfgRT ^rf^  irr ? k  
^ ^ • *̂11̂  *Tf[t HTfs  ̂Ti^
f, f  ^  >TT«r 7 1 ^
sptttttrttI  «ftr ^mrsr % ^
Tift^«px*ft >T??ftf I »IT!ft M'WilW 
^  ^  % ITS^ W  ^  vr
JT^ JT?Hft ^IWT «P7?ftt I 
TmJT!rt»lft?rOTT5l^*PT5frt l^«irt 
9ft flwfWv ’Tnrfxv f  ^  ^  
«tn?iT <T?̂  $ I ^  w vpn  ftf JT?!' 
*17 vtf 5*T5r TP®r *nff ^ fr  
*nr̂ TW ^ t  • ^  t>
fgRT spt 3nm T̂ TT^ >P5  ̂ I

Tnr̂ nTTT «iT #BT ft><^ f̂»r?r 
TTHT #  ft?TT I  I ^nrr̂

^  ?nr «pnr

^  «*iH $ ’tftr in*r T̂TT
?iTviT ^  ̂ fPt 5*nxT f̂hsrr

^  *n*r Tttfir ^ I JTf f>rr  ̂
( f ^ )  ^  «RTW 11

n  siricrr g ^  jt? ftw vt
HH Tr*T^  ̂I ^Mift> *ITf<n> f<^*ifl- 
vrwilf tft ^?»TR ITRPft

^  tt^dl, ^ftvT 5?T ^  ^
f?«rf?r ^  »mftT ^  % ? r m  
#TTft|, fsRT TT fiT# #  ?1W^
<ra*nr|i 5^T%^mTm*rTf«jTf^nw 

^  ?ft ^  t  fsw Ir ^ * n r > n ^
HTJ «rtr ^  jpirarT^n^  ̂ i 
«T ^  ^  5[T 2^ y«{
#3Tf ^ ^  fsp TT

q rT T W ^ w iT
S w 3 ’TRTtITTW 

,̂??JTrf  ̂ ^  wrr#
%r?R #3Tf t, IIT̂  >̂t

’Tl̂  ?ITf ^ I ^’rft (jmn 
Hm ^  VT^ ÎXVTT ^

^  vTTT *1̂  ^ I fwH ?rr 
yxVlT 'HH>d Vt

«fk>ft ^  ^  ^  *rrr m m  t  i 
«n#  %ft jii4hi I  f«P v<*i>'K^ >T?

^  WrsTT- t̂I  ̂ «IT I ^ ^ T ^ j  
Pp <f>r fN̂ i’TfhR'T w  ^ •nft 5t>Tr, 
^*tO^ ^ * r 3 f t ^59 vft?niT^w5 i__

Shrl Barman (North Bengal—Re
served—Sch. Castes): Sir, on a point 
of order, is the hori. Member in order 
in traversing the main principles after 
the Bill has emerged out of the Select 
Committee?

' Mr. Depnty-Speaker; The principle 
had already been accepted and, there* 
after, the Bill was sent to the Select 
Committee. 1 am afraid that the hon. 
Member’s remarks, so far a% opposi
tion to the Bill as a whole Is concern
ed, are out of order. Now it is open
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[Mr. Deputy-Speaker]
to any hon. Member to comment upon 
the Bill as it stands after emergence 
from the Select Committee. During 
the third reading of the Bill he can 
oppose the Bill if he so desires.

Dr. N. B. Khare: I oppose the bill 
as it has emerged from the Select 
Committee. The Bill ought to be re
jected.

Mr. Deputy-Speaker: All that he
can do is to say during the third read
ing that the Bill has been so altered 
by the Select Committee that it is 
not worthwhile passing it. In that 
case the Bill can be rejected at that 
stage.

Dr. N. B. Khare: I have to submit 
that the occasion for criticising the 
Bill has arisen only now after the Bill 
has emerged out of the Select Com
mittee, as the Taxation Enquiry Com
mittee was appointed after the Bill 
went to the Select Committee.

Mr. Deputy-Speaker: The principle
had already been accepted by the 
House and then the Bill was sent to 
the Select Committee and as such you 
will have to reserve those remarks to 
the third reading.

*To wiro 1TOT
ft? «PTT ^  «m ^

ijir ^  ipT w  ^  J»i5t
W  I  ^  -armr 
1 «n ft? ir? ^

finrl ^  siTRRn: *Twnr •$»fr tt ^  
^ n r r s r t ^ ^ ^  I

VT aft 'ftr ’ <rnn'
«PT«rpr ^ arnW i Ir vr
»T5n ^  ^ '•iHfli ^ ftf

11  5 ,

Shrl C. D. Pande (Nainital Distt. 
cum Almora Distt.—South W^t cum 
Bareilly Distt.—^North): We have
opposed it openly in this House.

. ITo qiTo ifto f|< : ^  Hfr

**!>F ^  3TRT
3̂̂  ^  fwftr, ^ 1̂% F̂T *|5t

^ ^  ^ ^  sfT^ ^ Pp 55ft, 5»T T̂T̂ r 
(f^wp) % ^mfirv tht ^

iRT 1 

^  ^  I  I

Shri N. C. Oiatterjee (Hooghly): I 
have come here to put forward a num
ber of constructive suggestions for the 
consideration of the hon. the Finance 
Minister and the hon. Members of 
this House. 1 should make my posi
tion clear. I was opposed to the Bill 
because I thought that the conditions 
in this country are not such as to 
warrant the introduction of such a 
measure and specially the diversity 
of our present laws governing inheri
tance and succession would make very 
difficult the application of a uniform 
system of taxation. I also maintain 
Sir, that the coparcenary system Which 
is the cementing factor, which has 
kept our fabric strong, which has 
helped India to survive so many 
political upheavals throughout the 
millennium, would be seriously affected, 
if not disintegrated, if we pass the 
Bill. But I bow down to your ruling 
that we cannot now discuss the princi
ple of the Bill and can only go into 
questions of detail. I have thou^t 
over the matter very carefully. I had 
the privilege to toe on the Select Com
mittee but this is a Bill which is very 
difficult and very complicated and al
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though I have been in some capacity 
or other dealing with the interpreta
tion of statutes lor the last thirty 
years, this is one of the most compli
cated and difficult statutes. It, theretcie, 
requires very careful thinking and the 
closest attention of this House. Now, 
Sir, the Planning Commission in their 
report have said that our objective is 
to redress economic inequalities. That 
is a good objective but at the same 
time the caution must be sounded 
that any hasty implementation of mea
sures intended to bring about economic 
equality may affect savings and 
make the level of production static. 
It may even make it difficult to effect 
a smooth transition to the type of 
planned economy we are thinking of.

We liave got to proceed very 
cautiously, and in a circumspect man
ner. Now, the flrst suggestion that I 
am making—I am putting forward 
eleven suggestions—is that in order 
to redress the invidious distinctions 
between communities living imder 
different systems of law. the exemp
tion limit for Hindus governed by the 
Dayahhaga school should be increased 
to at least Rs. 1,00,000/-, if not Rs. 
1.50,000/-. I am not raising a paro
chial problem, nor am I'inspired by 
provincial patriotism. When I plead
ed for the Dayahhaga Hindus, na
turally the country’s attention was 
drawn to it, and since many dis
tinguished lawyers outside Bengal 
have also told me that my point de
serves consideration. I am saying 
that what is true of Dayabagha Hin
dus is also true of the entire Muslim 
community; also of the Christian 
community and the Parsi community.
I am pleading for the increase of the 
exemption limits in their cases too. I 
am not cqnfining m3rself to my pro
vince of West Bengal. You know, 
Dayahhaga rules millions of people 
outside Bengal. You know that the 
fundamental principle of Hindu Law ' 
is that it is personal law, and there
fore. you carry it “on your back** 
wherever you go. There are millions 
of people outside Bengal—I think the 
whole of Assam, T̂r, Rohini l?u?nar

Chawdhury s province is governed by 
Dayahhaga, and also, as a matter of 
fact, there are millions of people in 
Bihar and in Orissa who are govern
ed by the Dayahagha law. I am 
pleading for all of them. Quite right
ly, Co-parcenary will .be to some ex
tent shaken. I do not think it wiU 
be completely disrupted, but we 
should not do anything to hasten the 
disruption of that system which has 
been the backbone of Hindu society 
for so many centuries, for thousands 
of years.

The second suggestion I want to 
put forward is that the time limit of 
two years in the case of gifts made 
inter vivos should be reduced to one 
year. Clause 9 says:

“Property taken under a dis
position made by the deceased 
purporting to operate as an im
mediate gift inter vivos whether 
by way ' of transfer, delivery, 
declaration of trust, settlement 
upon persons in succession, or 
otherwise, which shall not have 
been hona fide made two years or 
more  ̂ before the death of the 
deceased shall be deemed to pass 
on the death:...”

We arc maintaining that thfs is a 
new measure, and it is not right to 
blindly follow either the English law, 
the American law, or any other 
foreign law. As a matter of fact, in 
England, they did not have the two 
veers limit first, and in the original 
Bill. I think it was one year. I think 
we should have that one year period.

Shrl Gadgll (Poona Central): In
England, it is five.

Shri N. C. Chatterjee: Now five,
but originally it was one, and I may 
point out that conditions there are 
entirely different. When my friend 
Mr. Gadgil thinks of England, he 
should remember certain facts. Lord 
Atkin in a celebrated judgment In the 
Liversidge case said: “I have a great 
horror of Judges who are more execu
tive-minded than the executive them-
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[Shri N. C. Chatterjee] 
selves”. I have got a great horror 
of Mr. Gadgil who is more revenue- 
minded than the revenue authorities 
themselves.

Shri Gadgil: I plead guilty to the 
charge.

Sbri N. C. Chatt«-}ee: In England
it took them nearlji 175 years to 
.build up their estate duty laws step 
by step. They started about 1(J94 
with a stamp duty and step by step 
they came to it by 1894.when the 
Finance Act of 1894 gave us the 
estate duty. It will not right to 
copy exactly what they have done 
after two centuries or two centuries 
and a half. Even in 1894 when Eng
land introduced estate duty, they had 
the biggest and the greatest empire 
in the world. Industrially and com  ̂
mercially, they were the first nation 
in the world. They were exploiting 
the most prosperous and the 
most fertile parts of the world, 
and. there was complete compulsory 
education. They were practically at 
the top of the world. You cannot pos
sibly blindly copy England and 
say to-day, while introducing the 
duty for the first time, that we will 
introduce all the stringent measures • 
that are there to-day. There is no 
sense in it. A gift means that there 
must be complete relinquishment of 
ownership by one person to ano’ iwi- 
person, and when the donee takes the 
property, then there is absolutely no 
point in saying it must be done at 
least two years before death so thaA 
exemption can be claimed.
10 A.M.

My third point is, as under the 
Australian law, estate duty sho^d 
not made payable in case of gifts 
for religious, scientific or public pur
poses, or to public hospitals or any pub
lic benevolent Institutions. I think 
that Is only right, and we should not
s i m p l y  copy some other law. And I al
so urge along with this that there 
should be no time limit at all for gifts 
for public charitable and religious 
purposes. Under clause 9, w  ̂ h^ve

said that in the case of gifts meant for 
public charitable purposes, the period 
shall be six months. I say ‘‘No**. There 
should be no time limit at all. If it; 
is really a public charitable gift, why 
impqse any time limit at all? As a 
matter of fact, if a man is on his death
bed, it is more likely, especially having 
regard td Hindu sentiments, that he 
would make some donation for public 
charitable purposes when the end is 
near. That sentiment you have got 
to respect, and that sentiment, to some 
extent, would help us in achieving the 
object of this Bill. What is the object 
of the Bill? The object of the Bill 
is to build up some sort of benefit fund 
for the community, and getting certain 
things for their benefit. ,If I have al
ready contributed to the public wel
fare by making substantial donations, 
why should that donation be roped 
in for the purpose of estate duty? That 
would certainly discourage such gifts.

My fourth point is one 'Which was 
very ably urged by some hon. lady 
Members of this House at the con
ference we had the privilege to have 
with the Finance Minister the other 
day. They pointed out that the posi
tion of widows should be clarified. 
Helpless widows who have got to nn&in- 
tain minor children and who have got 
to marry daughters, should be given 
special treatment. There is something 
in that, and I am appealing to the 
Finance Minister, and I am appealing 
to all Members of this House to 
realise......

Dr. N. B. Khare: To Mr. Gadgil too?
Shri Gadgil: Well, let him try.
Shri N. C. Chatterjee: I have given 

up all hope in that direction. Anyhow, 
I think—I hope he is gallant enough to 
think of ladies still—that somethinj; 
should be done to clarify their posi
tion.

My fifth point is this. The expres
sion "bona fide gift** in clause 9 and 
other clauses of this Bill should be 
elucidated at this stage. I am saying 
this for one purpose. In the course ot 
the discussion at the informal coi>-
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ference where the hon. Finance Minis
ter and the Deputy Minister were pre- 
sent» the point was raised by my hon. 
friend Mr. Gadgii. I put to him this 
point. Suppose a man has got five 
houses, and he has got four sons. He 
maKes a gift of one house to each son, 
and keeps one house to himself. Mr. 
Gadgii immediately interjected: “That 
cannot possibly get exemption event 
if you do it, say, five years before your 
death*’.* I got a shock, and I do maln  ̂
tain that that is not the right approach. 
Bona fide gift means that the transac
tion must be bona fide, not colourable, 
and not mala fide. If I have made a 
gift, if I have executed a document, 
if I have registered it, if it is properly 
attested and the donation is complet
ed, according to our law. it is perfectly 
valid.

It is absolutely immaterial, if my 
secondary motive or one other motive 
was to reduce the liability of the ulti
mate estate which I would relinquish 
to my heirs and successors. I was not 
quite ready to meet the point at that 
conference, *but I have since looked it 
up. and I find that in English law, it 
Ifl absolutely clear " that the motive 
which prompts a man to enter Into a 
transaction to relieve his estate from 
payment of estate duty d6es not at all 
vitiate the transaction. It is still a 
bona fide transaction.

Shrl Gadgii: We may not follow the 
English law blindly in this particular 
regard.

Babu Ratnnarayaa Siagh (Hazari- 
bagh West): You are following.

Mr. Deputy-Speaker: Does this not
come under bona fide transactions?

Shri N. C. Chatterjee: Mr. Oadgirs 
point was that supposing a person 
makes a gift today and dies 20 years 
after, even then it is perfectly open to 
the revenue authorities to say that it 
was a mala fide and not a bona fide 
gift, because one of the motives was 
to avoid the paŝ ment of estate duty.

ShU GadgU: You only add what I
said later; the greater the difference 
between the date of transfer and the

date of death, the smaller is the quan
tum of mala fide.

Shri N. C. Chatterjee: So. my hon. 
friend is now on the quantum of 
mala fide. What I am pointing out is 
that it is absolutely Immaterial, even 
if there is any such motive. Suppos
ing I have got five houses, and I give 
four of my houses to my four sons, 
and keep one to myself, I submit the 
motive for doing so is quite im- 
n;iaterial. Lord Atkinson has stated 
that in clear terms. Mr. Gadgii agrees 
with every law in English law which 
is in favour of revenue, but he dis
agrees with every word which is in 
favour of the assessee.

Lord Atkinson has said in the 
case of Attorney-General vs. Duke of 
Richmond:

*'It is admitted that the motive 
which prompted the late Duke”— 

the Duke of Richmond—“to enter 
into all these transactions was to 
relieve from the pa3Tnent of estate 
duty those estates which upon his 
death wquld pass to another or to 
othecp”.
The noble Lord continues;

“That motive does not vitiate the 
transactions.*’ In spite of that motive, 
estate duty was not levied. I submit 
that it is a very serious thing to have 
a different approach in our country.

Supposing you make some gift today, 
and the passing of the estate takes 
place some ten or twenty years later, 
then it will be a very very difficult 
thing if the assessee is called upon to 
prove the bona fides or the intention 
of the donor, which the latter had at 
the time the gift was made, and that 
it has nothing to do with the consi
deration of relieving the future or the 
ultimate estate from a certain portion 
of the estate duty.

Shri Gadgii; Any transactions be- 
fore t̂he Bill was originally introduced 
are out of mischief.

Mr. Depaty-Speaker: Is it the con
tention that the words *bona fide" 
should be removed? ‘
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Shri N. C. Chatterjee: I am pointinis 
out that by a suitable proviso it should 
be made perfectly clear that a transac
tion which is made, even to reduce the 
liability of death duties* none the less 
it would be treated as bona fide if the 
other conditions of the transaction are 
fulfilled and it should be exempted. 
Supposing there is a gift which is done 
on the basis of a proper document, and 
possession is transferred, and the 
transaction is completed consequent 
upon the relinquishment by one 
sentient being in favour of another, 
then the transaction is perfectly valid.

My sixth suggestion is that clause
10 should be altered, so as to fit in 
with Indian conditions. Clause 10 
deals with ‘gifts whenever made where 
donor not entirely excluded’. We have 
thought over this matter, and again 1 
obliged to Mrs. Sen and others 
who .broached this thing, and it re
quires very careful consideration of 
the House. The wording of the clause- 
is as follows*.'

“Property taken under ^ny gift, 
whenever made, shall be deemed 
to pass on the donor’s death to the 
extent that bona fide possession 
and enjoyment of it was not im
mediately assumed by the donee 
Hnd thenceforward retained to Ihe 
entire exclusion ot the donor or of 
any benefit to him by contract or 
otherwise: . . . ”

The objectionable words are ‘and 
thenceforward retained to the entire 
exclusion of the donor’.

Mr. Depaty-Speaker: The proviso
says that such benefit may be realised 
before two years.

Shri N. C. Gbatterjee: I am not think
ing of the proviso. Take a simple case, 
for instance. A man has got a num
ber of daughters, and unfortunately 
one is a widowed daughter, who has 
got a family of children to maintain, 
and there is no provision for a house 
or for any income for her. As it often 
happens, the father makes a provision 
lor her by building a house and 
transferring* it to her, or by transfeiv

ring an existmg house of his to her.
Supposing the house is transferred by 
a proper registered document, and Is 
made over to his daughter, his daugh
ter gets possession of the house ahd 
starts living in that house. Ordinarily 
shfe will survive her father by about 
56 years or so. Supposing the father 
lives in Delhi, and the daughter re
sides in Calcutta, it may happen that 
the father goes down to Calcutta
and lives there for a couple
of months or so every year
with his daughter. If that hap
pens, which in Hindu society Is
bound to happen, which in Muslim 
society also is bound to happen, then 
under this clause, that gift can be 
challenged and still be roped In, in 
spite of the validity of that gift, and be 
made liable for payment of estate duty.

Mr. Deputy-Speaker: Can it be
said that there is a reservation of a 
benefit if he hands it over to her?

Shri N. C. Chatlerjee: The wording 
in the clause is:

“and thenceforward retained to
the entire exclusion of the owner.”

It is this phrase that will create a lot 
of difficulty, because it can be easily 
said that the father was living there 
for a month, or if he wag ill, was liv
ing there for a year or so. before his 
death.

Shri C. C. Shah (Gohilwad- 
Sorath): But then he goes there only 
as a guest or an invitee. The posses
sion remains that of the donee.

Shri N. C. Chatterjee: I am glad
that my hon. friend has said that, but 
he is not looking at it with the revenue 
mind.

Shri C. €. Shah: It is a question of 
interpretation. No court can interpret 
it in any other way. •

Shri N. C. Chatterjee; What I am
pointing out is this. In English law, 
if the father goes and is living in his 
daughter’s house, as a paying guest, 
paying something for his boarding and 
lodghig, them there is still possession
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to the entire exclusion of the donor. 
But it is unheard of, and is repugnant 
to Hindu sentiment, and repugnant to 
Indian sentiment, that a father, while 
going and living in his daughter’s place 
for three or four months, is paying 
for his boarding and lodging and that 
the daughter would be charging him 
p.nd actually making out receipts and 
vouchers or .bills for his boarding and 
lodging. It is a thing unheard of in 
Hindu Society. The intention of my 
hon. friend should be made perfectly 

, clear, as otherwise, the unfortunate 
expression used here would create all 
sorts of troubles and difficulties. So, 
if a father makes a gift of a house to 
his widowed daughter, then that pro
perty should be* entirely excluded, 
even if the father occasionally goes 
and resides in that house. The require
ment of “entire exclusion of the 
donor” should not be insisted upon. 
It would be repugnant to Hindu senti
ment that there should be some 
arrangement for payment during the 
lodging period of the father.

My seventh point is with regard to 
quick succession. Perhaps I believe 
Mr. Gadgil may possibly agree with 
me that if the clause is retained in 
its present form, it will create lots of 
difficulties, and it will be very very 
difficult to get at coparcenary property. 
The allowance for quick succession of 
property would ultimately lead to a 
result which will mean that member* 
of Mitakshara coparcenaries will be 
benefited to a larĵ e extent. But this 
is not fair to Hindus governed by the 
Dayabhaga school nor is it fair to 
Muslims and Christians.

Supposing a father dies or a daugh
ter dies. In the case of the Mitakshara 
school, supposing initially there are 
ten members together, then the estate 
can be taxed only to the extent of 
1/lOth. Under clause 7 (2), unless in 
the case of a son's death he has com
pleted his 18th year, there Is no ques
tion of this tax. That is a ^neflt 
which I do not grudge. The MUtak- 
a âra joint family members are gett
ing this benefit.

One of my friends, Mr. Barman, 
was pressing that this was not fair, 
that this was unfair to the Dayabhaga 
school and was trying to have it de
leted. I appealed to him not to press 
it and he has been good enough not 
to press it. I do not know ultimate
ly what will happen, but I am point
ing out.........

Mr. Deputy-Speaker: The hon.
Member feels it is a concession to the 
joint family? Whose property is it?

S&ri N. C. Chatterjee: It is a con
cession. Isn’t that a concession? Sup
pose a Dayabhaga father dies leaving 
a Dayabhaga son. The son is only 
five years old. He dies after five 
years when he is only ten. Are you 
not going to tax him? Suppose he 
dies seven years later when he is 
twelve......

Mr. Deputy-Speaker: The property
is naturally of the father.

Shri N. C. Chatterjee: I am not 
grudging it. What I am pointing out 
ts that it is absolutely impossible, hav
ing regard to the disparity and the 
complexity and the divergences of the 
different systems of laws of inheri
tance and succession in this country, to 
legislate so as to bring about absolute 
uniformity. It is unfair to say, *1 
prescribe one rate or one exemption 
limit for all communities’, because you 
do not start with the same data. There
fore, in order to redress the inequality 
which is bound to follow as a neces
sary consequence of the different sys
tems of personal law governing suc
cession, Inheritance and also Joint 
family, I am submitting. Sir, that in 
the case of Hindus governed by the 
Dayabhaga law as well as in the case 
of Muslims and Christians, in the case 
of persons who are not members of 
the coparcenary, there should be no 
duty payable on the second death, if 
tt occurs within five years of the first 
death. Sir, what I am submitting is 
not unfair. You cannot put Mitak- 
nhara and Dayabhaga on par and, 
therefore, you cannot jfet the same re
sult out of the same slab or rule. We 
have at least to try to redress the in-
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[Shri N. C. Chatterjee] 
equality in the case of the Dayabhaaa 
Hindus and the Muslims and Chris
tians. That is what 1 am submitting, 
i have thought over the matter and I 
submit for the consideration ol the 
hon. Minister that in the case of such 
persons, i.e., those who are outside the 
Mitakshara coparcenary, it is only fair 
that no duty should be charged on the 
second death, if it occurs within five 
years of the first death.

You know, Sir, the law in different 
countries has been different. Even in 
the United States of America there 
has been no levy made on the second 
death, if it occurred within five years 
of the first death, and I am submitting 
that the American system should: be ac
cepted in the case of Dayabhaga Hindus 
as well as persons who are not governed 
by the Mitakshara school of Hindu 
law.

Then, Sir, I am taking up another 
subject, which is very important, i.e., 
clause 31; ‘‘exemption of interest of 
a Hindu widow dying within seven 
years of her husband's death.” Under 
clause 31, the interest of a Hindu 
widow dying within seven years of 
her husband’s death is exempted. I 
am not quite sure whether my memory 
is correct, but I thought in the Select 
Committee there was no intention to 
discriminate between Mitakshara and 
Dayabhaga}, that is. if a Dayabhaga 
widow dies the same thing will hap
pen as in the case of the Mitakshara 
widow. But the clause, as drafted, 
has unfortunately got words which 
will exclude completely the Dayabhaga 
widow. If you kindly look at page 
19, lines 14 and 15, it says: ‘and the 
interest aforesaid devolves upon per
sons who were members of a copar
cenary immediately before or after his 
death or any of them*. Therefore, 
there must be two conditions fulfilled: 
one, the widow must die within 7 
years, and two, that the interest must 
go to a surviving coparcener. Now, 
Sir, that I submit, will cieate diflft- 
culty. I do not think that that was 
the intentioki.

Mr. Deputy-Speaker: The case of 
reversioners inheriting in a Mitak- 
shara family is the same as in a Daya
bhaga family. The exemption given tb 
a coparcener is only to a limited ex
tent.'

Shri N. C. Chatterjee: I do not re
member, Sir. But I thought there was 
no intention to discriminate between 
the two schools in the Select Com
mittee.

Mr. Deputy-Speaker: This exclusion 
is restricted only to members of the 
coparcenary, like brother’s son.

Shri Gadgil: That is right.
Shri N. C. Chatterjee: I thought.

Sir. that when a Hindu widow died, 
whether Mitakshara or Dayabhaga, 
you wanted to give this benefit.

Shri C. D. Pande: That was the 
idea. .

Shri N. C. Chatterjee: That is what 
I am pointing out. If that was the 
idea, we should stick to that. But 
the language used here, unfortunately, 
possibly excludes the application to 
non-Mitakshara on non-coparcenary 
family.

Mr. Deputy-Speaker: Without dis
closing anything that happened in the 
Select Committee, the intention was 
not to allow any remote reversioner 
having the benefit of it.

Shri N. C. Chatterjee: I won’t gj
into a discussion as to what happened 
there, but I am pleading that you 
should consider this matter and you 
should put them on the same level.

Now, the 9th point is that in Eng
land, if I remember aright, dowry for 
marriage and certain other things are 
totally exempted. This Bill will rope 
in dowry for marriage and customary 
remittances to sons and daughters and 
marriage expenses, even if they take 
place within two years. In our case, 
they are treated as gifts and they will 
be roped in. Of course, it was possi
bly an oversight and I ftm sorry it did
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not strike me at that stage. Undct this 
Bill, estate duty will be payable on 
marriage dowries and on remittances 
to poor relations or remittances to 
sons and daughters. I am submitting 
that that should be made clear. So 
far as I remember, in English law that 
is not so. In English Law, Dymond ŝ 
Death Duty, Chapte*' XIX, has 
given a long list. And in Dy- 
moad’s .list, you wil.' ren*embex, 
thes3 things are specified as lo 
what are exempted. I am not asking 
for all of them, but certainly it is only 
fair that certain subjects which are 
exempted from estate duty in England 
should be included. Gifts made in 
consideration of marriage are exempt 
from duty under the Financfe Act of 
1910, Section 59(2). Then gifts which 
are proved to the satisfaction of the 

. Government to have been part of the 
normal expenditure of the deceased 
and would have been reasonable, hav
ing regard to the amount of his in
come or to circumstances, are exempt 
from estate duty—I am reading from 
Dymond, page 371. Then there are 
certain other gifts whiph do not exceed 
£100 in value. Then gifts to the King 
or to the State, and land given for na
tional purposes. Then another gift, 
which Is important—gift to mainte
nance fund, i.e. for the upkeep of pro
perty bequeathed to national trust and 
it has bee  ̂ exempted. The law was 
there in 1937. That has been extend
ed by the law of 1949. If we pass this 
Bill as It stands, even remittances or 
gifts to sons and daughters during the 
period of two years may be roped in, 

,,and I submif it should be made clear.
My last point, that Is point No. 11, 

is'that the aggregation clause should 
be altered.

The Minister of Finance (Shri C. D. 
Deshmakh): Point No. 10? You were 

dealing with the 9th point.
Shrl N. C. Chatterjee: My 9th point 

was that dowries for marriages should 
not be treated as gifts as well as cus
tomary remittances to sons and 
daughters. My 10th point was that 
your exemption list is not exhaustlv®.

You have to put in certain things, €,g. 
gifts in consideration of marriage and 
also gifts in the nature of mainten
ance fund for the upkeep of property 
gifted. My last point is that the 
aggregation claude should be altered. 
Kindly look at clause 33. I am plead
ing for this clause being altered on 

two grounds. You have exempted cer
tain things ill clause 32. But you are 
roping in everything for the purpose 
of aggregation so as to determine the 
ratie to be levied Now, what I am 
pointing out is that it will be an engine 

of oppression and horror.

Wearing apparel is exempted imder 
(e). But the revenue officials go there 
and make family life impossible. The 
family people will be tortared; the re
venue people would go on finding the 
valuation of achkans and aherwanis 
and turbans and eversrthing else. I am 
appealing that these things should not 
be done. I am appealing to the Fin
ance Minister to delete clauses (d) to
(h). Take clause (d) “books not In
tended for sale.** You are exempting 
it but It has got to be valued for the 
purpose of aggregation. I simply sub
mit this should not be done. If wear
ing apparel, household articles and all 
these things are to be valued that will 
create terrible trouble.

Shri Algu Rai Shastri (Azamgaih 
Distt.—East cum Ballia Distt.—West): 
Find the value of the faggots and the 
charcoal, etc.. etc.!

Shri N. C. Chatterjee: Everything. 
Then there is (f), moneys payable 
under policies of life insurance effect
ed by the deceased on his life for the 
purpose of pasing estate duty. Sir, I 
wanted to help the revenue authori
ties. I am sorry I tried to do It. I 
thought it will be doing great good to 
the State. In the ordinary course 
there will be considerable trouble.

Supposing a man has got no cash. 
There must be forced sale and a forc
ed sale would always be very very un
desirable and the State may have to 
take upon itself some properties which 
it does not want to take. Therefore
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[Shri N. C. Cbatterjee]
•

we were suggesting this. It was my 
suggesUon. When this Ufe insurance ' 
policy is incorporated in section 32, 
then that is brought in for purposes of 
aggregation. I say it is unfair. It is 
only building up a fund for the pur
pose of helping the State in realising 
the estate duty.

Sbci Alfu Rai Shastri: It was a very 
good suggestion!

Shri N. C. Chatterjee: But it is a
bad suggestion now, because they are 
taking it into account for the purpose 
of aggregation.

Shri OadgU: It is right.
Shri N. C. Chatterjee: It may be

right for Mr. Gadgil but it may not 
be so for any right thinking man. Sup
posing a man sees that he will have 
to pay two lakhs. He actually goes in 
for an insurance policy. He says, ‘I 

.have got money, I can spend it or I 
can give it for some charity or I can 
give it to relations. Why can’t I in
vest this money for the purpose of 
ultimately benefiting the State?* 
Therefore it' is good if he has invested 
it in a policy. It will be saving a lot 
of litigation, enquiry and so on. I sub
mit this should not be aggregated, for 
it is meant to pay the death duties. As 
a matter of fact, I submit it to the Fin
ance Minister for his consideration, 
and I hope that a man of his experi
ence would realise that there is force 
in my observation. The expenses and 
the worry that will be involved in go
ing through the valuation of the wear
ing apparel etc., the little paintings or 
pictures which may be worth two. 
three or five rupees or even less will 
be too much. Sir, there may be even 
horoscopes. You may bring them in.
I do not know. Anything may be 
brought in. Sir. I submit that all those 
should be left out of the aggregation.

Sir, I have taken up so much time. 
Lastly, I am pleading that there should 
be some appellate tribupal, in this 
case, also, as you have in the case of 
Income-tax undor the Income-Tax Act.

This is the first kind of levy you are 
imposing in India which is bound to 
aflect savings, which is bound to have 
some influence on capital formation.' it 
may divert, if not dissipate, capital 
froJn business channels at this critical 
moment when you want the private 
sector to play an important part in the 
Five Year Plan. What is the good of 
the Five Year Plan if you destroy the 
private sector and if you remove or 
curb initiative for capital formation. 
Therefore, Sir, it is very desirable that 
you should do justice and convince 
people that you are doing Justice. Im
mediately a man dies, his family peo
ple would be subjected to a very rigo
rous investigation, inquiry and so on. 
Therefore, it is essential that there 
should be some kind of appellate tribu
nal which will deal justice before the 
valuation is finalised.

Shri Gadgil: I have heard with the 
greatest respect the speech of Shri N. 
C. Chatterjee and I propose, to the ex
tent it is possible for my humble abi
lities, to meet some of his arguments, 
though it is possible for me to meet all 
the arguments that he has advanced. I 
am quite willing to concede that he 
has undoubtedly placed certain aspects 
of the Bill as reported by the Select 
Committee in a manner and with some 
reasonableness as to necessitate some 
further consideration of the provisions. 
But, what I am surprised at is that all 
this advocacy is for whom? Is this the 
House of the People or is this the 
House of the Princes and Money Ba
rons and Cotton Kings? Let us first 
understand how many people in this 
country with a population of 34 crorep 
will be brought within, so to say, the 
mischief of this Act. And having as
sessed it to the extent possible, let us 
see how much mourning is justified if 
that small class is wiped out as a class 
and becomes one with the commonalty 
in the country.

Now, there are in this country seven 
lakhs of individuals who pay income- 
tax. That is out of a total population 
of 34 crores. Then we ar« told that it
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is aU right so far as the income-tax as
pect is concerned, but there are agri
culturists in this country who wiU be 
affected by this. Undoubtedly they will 
be affected. But let us see what per
centage of the agricultural population 
is affected by this Bill. If the House 
kindly looks to the Planning Commis
sion’s Report, at pages 200 and 201, 
they will find that almost 80 to 85 per 
cent, of the holdings are between zero 
and five acres and the percentage of 
holdings above 50 acres is less . than 
one per cent. If we value land at the 
rate of Rs. 1,000 per acre, then a hold
er of 50 acres and above perhaps may 
be included in the Jurisdiction of the 
Bill Now. for example, in U.P. the 
number of holdings above 25 acres is 
Just one lakh and fourteen thousand in 
a population of 5 crores. There are fig
ures for all the States. I do not want 
to go into the details of all those fig
ures of ojther provinces. But the con
clusion that one can with Justice an4 
Justification draw is that not one agri
culturist in about 600 will be brought 
within the mischief of this Act. 
Even this is subject to a further 
qualification: many of these holders 
may be members ot Joint Hindu 
families and subject to the law of 
coparcenary. In case of death of any 
such member, his share is bound to 
be covered by the exemptions limit. I 
have made some rough calculations 
and my humble submission is that 
one man in six hundred will have to 
pay something by way of estate duty. 
Why should five hundred and ninety- 
nine people cry hoarse here In this 
House, outside, in the press and on the 
platform? Are we really doing Justice 
to the poor? Are we really doing any
thing actually to implement what we 
have been, preaching for generations? 
You talk of a widowed daughter and a 
gift being made by the father. But 
how many widowed daughters are 
there without a living place and with
out a father rich enough to donate 
them anything?

Shri S. V. Ramaswamy (Salem): As 
many as there are.

Shri Gadgil; Thousands and 
thousands there are in the villages and 
inHhe urban areas who have no in
heritance, except that of poverty, ex
cept that of ignorance, except that of 
handicaps which they have inherited 
from generation to generation.

It is an obligation on us—not mere 
talk or platitude—under our Constitu
tion, both as expressed in the Pre
amble and expressed in those articles 
which lay down the directives, that 
whatever be the colour of the Grcvem- 
ment. whether it is Bhagn'̂ a under Mr. 
Chatterjee or Dr. Khare or whether it 
Is Red under Prof. Mukerjee, every 
Government is bound under the Con
stitution, if they want to function in 
terms of the Constitution, to remove 
inequalities as early as possible. If 
the argument is that because England 
took about sixty years to gradually de
velop the law relating to the estate dutj', 
w  ̂ must go through all those sixty 
years, it only means that we refuse to 
learn by experience.

Therefore, let us consider this mat
ter in the context of our constitutional 
obligation and also in the context of 
the social circumstances tHat now 
exist. May I, Sir, with your permission 
speak of a little experience I had only 
three weeks ago when In connection 
with the work of a certain committee, 
of which I am the chairman. I had the 
opportunity to visit Alirajpur and 
other backward areas populated by the 
Bhils. In a meeting which consisted 
of about five thousand Bhils I asked 
them: Is there anyone who has got no 
tattered cloth on his body? Please 
stand up. Not one. Is there anyone 
without any debt? Stand up. None. 
Is there anyone who has been fortu
nate enough to have two square meala 
everyday? None. On the other hand, 
they showed me leaves which they 
mixed with a handful of rice and some
how or other they are delajrihg the day 
of their death. This is poverty. It Is 
not only in Alirajpur. I saw same 
conditions elsewhere In Rajputana, 
near about Jaipur. In Bikaner people 
do not get drinking water. For mfles 
and miles they have to walk and wait
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for hours and hours till a water tank
er of the railway passes that 
What facilities have you provided for 
them? There are no schools. This is 
poverty; this is ignorance. The down
trodden have been crying lor genera
tions. How can you remove this? How 
can you finance the social services? 
How can you finance programmes of 
development, unless you raise money?

When it is a question of income-tax 
you say: “Oh! you are raising it so 
much—fourteen annas in' a rupee? You 
will discourage capital formaiion/' T 
am reminded of what a Labour IvI.f'. said 
in the House of Commons. When a 
certain capitalist got up and said, “You 
are demanding 16 shillings in a poimd;*' 
he got up and said; “Give me a pound,
I will give you not only 18 shillings, 
but one more. After all, I will be left 
with one shilling.” Similarly those 
who have wealth by the sanction of the 
social institutions, the judicial institu
tions, the inheritance institutions, 
which are functioning because we are 
accepting them. If today this House 
decides that there shall be no inherit
ance what will happen to you? What 
we are suggesting is not very radical. 
It is such a water and m̂ lK sor*. of pro
posal that it is really in a sense mak
ing you happy for a few years to come. 
But if you do not accept this, if you 
further water down what has been re
ported by the Select Committee, I have 
not the slightest doubt that all over 
the country there will be a feeling that 
this House of the People, so-called, does 
not mean business. It is a citadel of 
the rich.

Someone asked: Have you consulted 
the constityencies? Well, between the 
last session and the current session, at 
least at twelve places I have spoken on 
estate duty and I am happy to teU you 
that by and large they have accepted 
it generally. There may be a few 
things here and there which they have 
not accepted. But the few things here 
and there which are ngt acceptable let 
us consider in a calm atmosphere. 
Some of the points made out by Mr.

Chatterjee undoubtedly are worth con
sideration. But Dr. Khare said this is 
not the time. Was it the time, I ask 
him, in January 1946, when the Gov
ernment, of which he was a member, 
introduced a similar Bill? ]f it was in 
time in 1946, it is too late today. Gov
ernment should have done it much ear
lier In fact, I would say thdt Govern
ment should have passed this measure 
before zamindari was abolished. In 
that case Government would have got 
much more tl̂ an what they would be 
expecting now.

In regard to exemptions, people say. 
“What have you done? You have only 
given exemptions to policies to the 
extent of Rs. 5,000.” I have before me 
the Indian Insurance Year Book. The 
number of policies in this country Is
34,14,000. The sum assured is 792 
crores and 94 lakhs. The average l3 
about Rs. 2,322. But I am told that 
about 40 per cent, of the policies are 
below Rs. 1,000. What have we done 
here. We have given exemptions to 
the extent of Rs. 5,00a—Rs. 5,000 for 
each daughter and for each female of 
a family the responsibility of whose 
marriage is on the deceased. The 
more the daughters the better for him!
I am in that category. It is all to the 
good. But the point is that we are 
advocating this as if the whole coun
try is interested in it. a substantial 
portion of the population is going to 
suffer and something terrible unheard 
of, unknown in Indian life or religion 
is coming. Nothing of the kind.

The other day a representative of 
the Ram Rajya Parishad said some
thing that this is against *he genius gt  ̂
Hindu Dharma. Probably he know' 
that in Ramayana it is stated that:

"vm înfinnr ^  eWWiRvmr”
That Is, the whole land belongs to the 

Raja or Rajya. In fact the final 
legatee of the wh(de property is the 
State. If there Is nobody to succeed. 
It Is the King who succeeds. There is 
nothing novel in this idea. Nothing
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has been done whiou is .'outrary 
law—nothing unj;ieard of. As Mr. Desh- 
rnukh has said in 43 countrltjs estate 
duty or death duty m one form or 
other is to be found Lnd in n̂ ) country 
lias capital formation been <Hff‘Jcted? ' 
want to draw the particular atlentiod 
of the mill-owners and capitalists wh j 
are here in the House of the People to 
this fact. '

Now, in U.K. and U.S.A. the death 
duty is functioning in one or the other 
forms and yet industrialisation is go
ing on by leaps and bounds. They do 
not know what to do with their capi
tal and hence are trying to give for
eign aid to unfortunate, underdeve- 

’ loped countries. So it is wrong to say 
that estate duty will affect capital for
mation or will affect the incentive to 
save, After ail, what is the motive of 
a man to save? Provision for chil
dren. If he desires a particular stan
dard of life for his children which is 
not possible because of the estate duty, 
he will work more, earn more and 
save more. The effect would be all to 
the good. There will be greater in

, tentive to put in more work.

Now, I will come to some of the 
points raised by my esteemed friend, 
Mr. Chatterjee. He mentioned the in
equality between Dayabhaga system 
and Mitakshara system of laws. It is 
not an inequality created by this mea
sure; it is the existing inequality which 
we are accepting. This measure does 
not pretend to affect the personal law 
either of the Hindus—whether they 
are governed by Dayabhaga or by 
Mitakshara law—or Muslims governed 
by this Shariat or that Shariat, or of 
the Christians or other people. We 
are accepting the personal laws as 
they arfe. If there are inequalities, 
well, the forum undoubtedly is this 
but the time is not today for chang
ing these inheritance institutions and 
laws relating to them. We are all 
anxious to do away with inequalities. 
As a matter of fact, I was one of those 
who supported the Hindu Code Bill 
including a provision for doing awa> 
with the Mitakihara law of inherlt- 

a25 PSD.

tince and doing away with the joint 
family system. Some of those who 
were then opposed to this idea happen 
to be the very  ̂people who now say, 
“Why don’t you first change the in
heritance law and then come with this 
taxation Bill?” When the taxation 
Bill is brought up, they say, “Why not 
have the Hindu Code BiU?»* When 
the Hindu Code Bill is brorught up, 
then they say, “Why not have this or 
that?” I think that these are legisla
tive die-hards and it is better to neg
lect them.

Now, as I said, inequalities are thefe. 
If you compare the Hindu law of suc
cession with the Mohammadan law 
and the Parsi law you will find that 
these inequalities are there; we are 
not adding anything to it. The taxa
tion measure can only take into con
sideration certain facts—ability to 
pay, its incidence and certain other 
things, such as the case in actual col
lection. Those factors are certainly re 
levant and I have not the slightest 
doubt that the Finance Minister will 
certainly take them into consideration.

There are advantages both in Mit- 
akshara law and Dayabhaga law. 1 
do not want to go further into that 
question. A Dayabhaga father has 
full right of disposal over his pro
perty. He can dispose of the whole 

^property and the sons can go to dogs. 
They may inherit nothing. Chere are 
limitations on the father governed by 
the coparcenary law.

Another point which you must re
member and which was also referred 
to by Mr. Chatterjee is that when a 
son dies in a joint Hindu family, obvi
ously his share, whatever it is, will be 
subject to duty. In a Dayabhaga 
family where a father has four sons 
and all of them die, the property Is 
not affected.

Thirdly, in a joint Hindu family 
governed by the coparcenary law a 
son’s estate can be alienated, attached, 
mortgaged and sold. That is not the 
case in a Dayabhaga family. But I 
have a g r ^  in the Select Committee 
that undoubtedly there , i;, some appa-
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rent Injustice to the Dayabhaga peo
ple. It is not open for me to say what 
happened in the Select Committee ex
cept that with your kind permission I 
would say that those who are not gov
erned by the Mitakshara law.........

Shri S. S. More (Sholapur): Can’you 
permit him, Mr. Deputy-Speaker, to 
reveal what happened in the Select 
Committee?

Mr. Deputy-Speaker; Apart from 
that, the hon. .Member has not waited 
to hear further. He cannot refer to 
what happened to X. or Z because 
it will lead to controversies outside. 
When one is so liberal and the other 
so ,die-hard, all that will create com
plications. I would urge upon the 
non. Member not to refer to any indi
vidual's suggestions if they were made 
in the Select Committee.

Shri Gadgil: I appreciate what yo\i 
say. The only motive that prompted 
me to make a reference was because 
of the fact that I was the target all , 
along until the House adjourned yes
terday. and today I am feeling that 
I am considered almost the villain of' 
the piece. So in sheer self-defence 
and to show that I am not so inflexi
ble. wooden, or hard-hearted. I want
ed to say something which I won't 
say now. t

The Select Committee has taken 
that fact of apparent injustice into 
consideration and has stated that so 
far as the exemption limit is concern
ed it will be Rs. 75.000 for properties 
other than coparcenary property. I am 
further prepared to give my support 
if some more appealing arguments 
consistent with equity are placed be
fore this House that the exemption 
limit should be raised just a little. I 
shall certainly consider it, I have 
kept an open mind vOnd I also feel 
that the hon. the Finance Minister has 
also kept an open mind. So instead 
of pointing out the inequalities in the 
two systems—for which none of us Is 
responsible—things are there for gene
rations and we have accepted them

as they are—let us agree that in order 
10 r.tc that the initial injustice is done 
away with suiTie other via media 
should be found out. If you go theo
retically into that question you will 
find ip the joint family that if one 
death occurs, the share is taxed but 
the proporty remains one integral 
whole an4  at the next death the whole 
property is taken inio consideration 
ior purposes of ascertaining the share 
of the then deceased, whereas in the 
other case the i r̂operty is divided and 
yvhat is left is only the share and again 
what is left is ’further shared, and the 
properly has completel> disintegrated 
and been divided. But as I said, this 
is a measure in which we should take 
the sentiments of the people to some 
extent into consideration. This mea
sure is not unknown or anything out- 
of-the-way but because it is introduced 
for the first time everything should 
be considered from every possible as
pect. As far as possible the Govern
ment should try to meet the points of 
view and make concession here and 
there subject to the overwhelming 
necessity of removing the inequalities 
and earning such revenue from this 
tax as is possible. I have been accus
ed of being revenup-minded and I 
plead guilty to this charge. I have 
known what is to be on the unemploy
ment list, not in the sense of political 
unemployment. I can never be politi
cally unemployed.

Incidentally, I may refer to my 
friend Mr. Khardekar who said that 
politics was the last resort of Mr. 
Gadgil. I can assure him that it has 
been my first love and it will be my 
Inst love. So far as my friend Mr. 
Khardekar is concerned he started as 
an indifferent barrister, then sojourn
ed into the academic sphere and when 
politics became safe in this land he 
jftlned it as his last resort! .

Mr. Deputy-Speaker: I was not here 
when eulogies were showered upon 
the hon. Member now on his legs by 
the other hon. Member. Possibly 
those renjtiifc brought forth these
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other remarks also. But I would 
suggest that both these remarks seem 
to be a little too personal. Unfortu
nately I was not here when the 
ot?ier hon. Member was speaking. If 
he has said all that is attributed to 
him, he need not have said that. All 
right, the one cancels the other now. 
What can I do? The hon. Member 
may continue.

Shri Gadjfil: Sir, I v/as referring to 
the fact that if after living 35 years 
of hard life of a politician I am not 
abl  ̂ to do something, at least shout 
for the poor, the down-trodden, I 
feel that the purpose of my life has 
been completely frustrated. People 
tell me, **You are against the rich.” 
Certainly I am. On the one side 
on Malabar Hill there are rich people 
with study rooms, bed rooms, 
lounges, reception halls and garages, 
there at the other corner in Bombay, 
in a tenement 12' x 12' live 5/6 oeople 
on an average. That is the latest 
report. You go to Bombay, Calcutta, 
any big city, just visit the slums and 
see how the labourers live. Ts it 
not a shame to everyone of us. 
Members of the House of the People, 
that we have not tried to put our 
shoulders together and hying down the 
rich, constitutionally and by legisla
tion, deprive them of the wealth 
which they do not need or which they 
spend in an anti-social manner? It 
is, tl^erefore, necessary that this must 
be done.

Now, Sir, suddenly everybody has 
become charity-minded!

Shri U. M. Trivedi (Chittor): Sir, 
on a point of order. You, Sir, did 
not allow anybody, to speak against 
the principle of the Bill—because the 
principle had been accepted. Is it 
right that anybody should speak to 
praise the principle also? *

Mr. Deputy-Speaker: The non.
Member may go on with his speech. •

Shri Gadgil: I think everybody has 
become charity-minded. It is asked: 
why should not this man donate for 
charities even a minute before his 
death? My own hjjmble submission 
is that we have come to a stage in

our social evolution where private 
(!harity is not going to solve any public 
problem much less of poverty. You 
jQannot remove poverty or ignorance 
or other ills in this country by a few 
thousands from a gentleman here and 
a few hundreds from a gentleman 
there. Whatever economic surplus 
an individual has in his hand must 
be controlled and regulated by the 
State as such. Only on that level 
will these problems be solved, and 
solved completely. I know that there 
are well-intentioned people who 
would like to part away with part of 
their estate. I make an offer. Let 
them, before a minute of their death, 
give the property in charity to the 
Government for the purposes of 
general expenditure on certain lines. 
Why should they appoint private 
trustees? The mischief is, if the pro
perty is given in̂  charity the corpus of 
the property completely escapes any 
further duty—not only then, but 
thereafter in the future. It is quite 
possible that the rich people, offended 
as they are, may in the next four or 
five years, io order to spite the 
Government, give their properties to 
certain charities, the beneficiaries 
under which will be some other people 
here and there, a section here and a 
section there, but not the population 
as a whole. And after all, why 
should the wishes of a dead person 
be allowed to control the lives of the 
people living? Why should he lay 
down in the will: this must be for 
go rqjc.sha, this for fakirs this must be 
for this and that! After all, society 
is a dynamic thing. It is not static. 
It moves from time to time. New 
ideas come, they have to be clarified, 
and in the light of what happens in 
the world all around we should pro
ceed, Why shopld a person be 
allowed to donate a sum with the 
object of feeding certain Brahnaina or 
doing abishekh of a certain kind? I 
respect their sentiments. But society 
has changed and even the conception 
of* God has changed. God now,
according to Rabindranath Tagore,
lives in the houses of the poor, in the 
cottages, and walks in • the street
bare-footed. Now« here is a revo
lution in the conception of God him-
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self, in the conception of puja and 
public service. Why should we tie 
down our property for purposes which 
are no longer valid, I may say» even 
legitimate?

Therefore, this talk of charity must 
be restricted. I know of an incident 
in which a great gentleman spent a 
crore and a half in a certain village 
in Rajasthan. All to his credit. But 
he directed the flow of the money for 
a certain purpose. The social 
necessity may be different. When 
we are thinking of reorganising our 
society after certain ideals, when we 
are thinking of reconstructing our 
economic life, will these silver bullets 
(I call them) be allowed to sabotage 
our plan in any way? Because, 
they will do it. Some will do it on 
a design. Some will do it indirectly. 
Therefore, whatever has been pro
vided for in the Bill as reported by 
the Select Committee is reasonable 
and all to the good. Do not go 
further than that and allow private 
effort and private sharity to make the 
task of social reconstruction and 
economic reorganisation of life some
what more difficult.

Then there is the question of gift 
and . bona fides. TTie arguments 
advanced by my friend Mr. Chatterjee 
are good from one point of view. I 
remember Mr. Aheurin Bevan wrate 
that the death duty has failed to give 
the expected result because of the 
exemption of trust and gift. That is 
the vulnerable point in the whole 
system. I appreciate that certain 
gifts are made out of love, relation
ship, duty, etc. But I urged a five 
year period. I agreed to two precise
ly because this was a new measure. 
But like Alice in Wonderland some 
people want to ask for more—one 
year and so on. Then why one year 
at all? You can say that all gifts 
should be exempted!

The question of bona fides is not 
so difficult. If the time that inter
venes between the date of the gift 
and the date of death is longer, 
obviously there is a greater presump

tion that the thing has been done 
bona fide. But if #it was done just 
on the eve of the passing of this Act, 
or if there was any transaction of gift 
done after January 1946 when this 
Bill first introduced in the House, 
then known as the Central Assembly, 
you have to consider it. Any gift 
before that may be exempted, you 
need not challenge the bona fides of 
these gifts. ’

I am in a position to tell my Ijon. 
friend, Mr. Chatterjee, that during me 
last 12 months in , the Bombay 
Registry more gift deeds and trust 
deeds have been registered than they 
were ever registered during a period  ̂
of 12 years prior to that. Already 
princes and other people are so to 
say, moving from one solicitor to 
another; from one lawyer to another— 
emfnent lawyers—requesting their 
advice as to how to avoid this duty.
In these circumstances, actually you 
should have a period of five years, 
from the date of death. It makes 

.no difference if the document is well 
written, the stamp is properly affixed 
or is attested by two witnesses—all 
these formalities are there—but the 
bona fides are to be proved not by 
♦he formalities but by sorr.e ciher cir
cumstances which will clearly and 
conclusively prove that the intention 
was not to defraud the exchequer of 
its dues. But, here I need not dilate 
on that point. On the line of 
argument of my hon. friend, Mr. 
Chatterjee, undoubtedly the second
ary motive may be to escape the 
estate duty but what Mr. Chatterjee 
calls as secondary motive I call as 
primary motive and the primary the 
secondary. In matters of crime 
bona fides are irrelevant if the act 
itself is legal but in a measure of 
taxation, especially in this country 
where the mercantile community and 
the rich people have reduced the 
non-payment of taxes lo a fine art, 
it is absolutely necessary for the 
exchequer and the treasury people to 
visualise all possible consequences 
and try to provide for them. You 
know, in spile of the best efforts of
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the Government, the Government 
was not able to collect more than a 
few cTores of concealed and under
ground profits made during war
time. I think Government should 
be more cautious for which purpose 
what I would suggest is that the 
word ‘bona fide* must remain there.

Mr. Chatterji said that if the 
father divided his property among his 
sons by way of gift, why that gift 
should be subject to duty? If the 
man died without dividing, the sons 
will inherit , the property; it will be 
shared by them. What is the harm 
if they pay a little by way of estate 
fluty? You have earnec} because of 
the social institutions. The law of 
the land gives you the opportunity 
of earning crores of rupees. You 
must think that if the exchequer 
demands of you only a small share 
of that wealth, it is a very good 
bargain. Is it not your duty then 
to pay that tax as a good Hindu? I 
know it is. According to Hindu 
culture, you have three debts.

and I
By •

and discharj^ tho first
three debts. 7^^
have to discharge by payment of 
estate duty. The point is that, so 
far as this question of gifts and their 
bona fides are concerned. I am Hrm 
on this that if you remove the 
expression “bona Udes*’ and merely 
say ‘‘any gift made before two 
years of death”, then it is much 
iDett̂ r not to pass this Bill because 
I can tell you in confidence that 
s o m e  Members o f  this H o u s e  have 
already parted with their property, 
by way of gifts because they hope 
to live for more than two years. 
This is what is happening when the 
Estate Duty Bill is on the anvil 
All that you will be getting will be 
nothing you will have only incurred 
expenditure on collection machinery. 
I therefore warn you that if you 
really want revenue, no concentra
tion of wealth in a few hands and 
removal of inequality, it will be a 
dangerous thing if we accept the

logic of Shri N. C. Chatterjee and 
do away with the proving of
bona fides.

Then about some gifts during 
marriage in the course of two years 
before death. This point has escaped 
my attention and did not occur to 
me and I am quite ready to consider 
it. Then, Sir, about the dwelling 
houses. So many people spoke 
about this and grew eloquent, If 
thp dwelling house is so great a 
matter of sentiment, why not pay a 
little for it? After all. when we 
want to go to a temple we take the 
best thing and place it at the feet of 
God. If you feel that the dwelling 
house is son>ething which must be 
retained, what is the harm in paying 
a little and retaining it? It is valued 
at the market rate and it may be 
two per cent., three per cent, or five 
per cent, duty,—whatever it is if you 
want to live there, you must give 
something.

Another gentleman claimed exemp
tion of jewellery to tho extent of 
Rs. 5,000. Who has got jewellery to 
the extent of Rs. 5,000 except the 
upper middle class and rich people? 
Are we for them or are we for the 
poor the 99 per cent, of the popula
tion  ̂ I shall make a note of every 
person who votes against ' this 
measure and shall visit their consti
tuencies and tell the constituents: 
“Here is a man who is against the 
interests of 99 per cent, and so please 
take care as to who should be 
elected next time.'" Rs. 5,000 for 
Jewellary, 25,000 for a dwelling 
hou.se, another 15,000 for insurance 
if we agree to these exemptions, 
there will be just a few persons 
here and there to pay estate duty. 
Most of us are poor people. Wh’̂ 
worry about the rich? Sir. we 
should avoid all iurther amendments 
and pass this Bill. It is not possible 
to make it much stronger now 
because constitutional propriety 
requires that the Bill as reported by 
the Select Committee should' not be 
radically altered. Subject to this, 
if any .substantial point is made out, 
tho House will sure'.y consider It.
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The last thing I want to say is 

this. Some people ask; what will 
be the yield from this? The yield, 
according to some of us, will be 
anything from 12 to 14 crore of rupees. 
If some people are anxious to help 
Government and want to increase its 
revenue they can do it by accelerat
ing death and I am. sure, neither the 
society nor the Law Minister will 
consider such acts as crimes! I ask 
every rich man—I do not want to go 
into the genesis of his riches, they 
are always bad^to do at least One 
thing towaMs the end of his life, 
whatever may be his doings, his 
deeds or misdeeds. Before he 
leaves this world, let him list 
honestly whatever he has earned, 
and ask his successors to pay the 
honest share from it by way of estate 
duty. If he does that, I as a good 
Brahmin, projnise him safe passage 
to Heaven!

Shrimati Jayashri (Bombay—Subur
ban): I thank you for giving me this 
opportunity to speak on this Bill.

After hearing the speech of Shri 
Gadgil, I think that much ground 
has been cleared. As he also 
informed the House, the Estate Duty 
Bill was considered a hurdle in 
passing the Hindu Code Bill. And 
now, I think, most of the Members 
are in favour of passing this Estate 
Duty Bill, I expect that there won’t 
be much difficulty in the way of 
passing the Hindu Code Bill.

I welcome this measure as a non
violent weapon of reducing inequal
ities of income and wealth in our 
country. A non-violent system of 
Government is clearly an impossibi
lity so long as the wide gulf bet
ween the rich and the hungry 
millions persists. We expect that 
as we have got swaraj, the welfare 
state, our people should be given all 
tJie social amenities like free educa
tion, tree health services and many 
other 8<Kial benefits. Swaraj won 
without sacrifice cannot last long. 
If our people are Dan-minded, 
charitable-minded, they shouW not

grudge the Government which also 
should be looked upon as' a sort of 
coparcener in the joint family. A 
father is willing to gift away fopr 
parts of his property to four sons. 
Go\ êrnment also should be looked 
upon as one of the sons, and a co
parcener in the family, and it will be 
the duty of this Government to look 
after his children, and the father 
should also die satisfied that the 
Government will be there to look 
after the children. I am really glad 
that now there is a chance of getting 
some money for all the social 
services which are suffering for want 
of finance. *

I would like also to request the 
Members of this House that after 
this Bill is passed, no difficulty 
should be brought in the way of 
passmg the Hindu Code Bill.

However much I would like not to 
bring the legalistic approach to this 
Bill. I can say that the widow's 
position in our society is still the 
same, and' unless it is improved, I 
am afraid she may have to suffer due 
to lack o| sympathy from the co
parceners in the family. Clause 31 
deals with “Exemption of interest of 
a Hindu widow dying within seven 
years of hef husband’s death”. I 
don’t understand why this exemp
tion is necessary. The widow 
has, no absolute right, and her 
death should no.t be considered a 
second death. She has no right to 
will away the property or give it as 
a gift. So, I don’t understand why 
this clause is necessary, • ^

Mr. Chatterjee was kind enough to 
explain about the difficulties of a 
daughter. He took up our point, 
and explained that if a father wants 
to give a house to the daughter and 
if he is staying with her as a guest, 
he has to pay in order to show that 
he is- not in absolute possession, but 
it is a gift.

The next point I would like to 
request the House to consider is 
about the gift of Rs. 5,000 which is 
exempted for the marriage of the 
daughter. I would like to know
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whether this money can be spent as 
bride money, which will not be kept 
in trust for the daû ?hter. As you 
are aware, some of us have bi ôught
Dowry Restraint Bills, and 1 would
oppose if this money is to be spent 
away by way of bride money. I 
would request that some words
should be added that this money 
should be kept in trust for the
daughter whether for her marriage, 
or till she gets inheritance in her 
father’s property. '

Some of these points, I hope, will 
be taken into consideration, and with 
these remarks, I support this Bill.

Shri S. V. L. Narasimham (Guntur): 
I rise to support , the Bill as reported 
by the Select Committee, but at the 
same time, I feel constrained to make 

^n.few observations on this Bill.

Mr. Gadgil has drawn the attention 
of the House to the directive princi
ples of State policy as embodied in 
our Constitution. Separation of the 
judiciary from the executive is one 
of the directive priniciples of State 
I ôlicy. When a new legislation is 
sought to be passed, and it is sought 
to be administered, I asked: “Is it 
not just and proper that we should 
make a beginning to implement this 
principle?” Instead of allowing an 
appeal by an assessee to fight before 
the Central Board of Revenue, will 
it not be consistent with the spirit of 
the Constitution that we have an 
appeal heard by an appellate tribu
nal? The judgment of an appellate 
tribunal can be taken as final. That, 
I would respectfully submit, <will 
avoid the cumbersome procedure 
that has been incorporated in the 
Bill to get reliqf by an assessee if he 
is aggrieveds The Bill, as it has 
emerged from the Select Committee, 
to my mind suggests that payment 
of estate duty shall be in the form 
of money. The Select Committee 
also took into consideration the 
difficulty of securing money in time 
to pay the duty levied by Govern
ment. That is why they have also 
recommended that the. controller can 
give option to the assesseê  and allow

payments to be made in instalments. 
Bvit 1 may ask the House to consider 
whether an option may be given to 
the assessee to offer a moiety of 
real properly equal in value to the 
amount of duty levied, especially 
when, for the purpose of levying a 
duty, the controller himself has 
assessed the property. I would urge 
upon the Finance Minister to accept 
this suggestion of giving an option to 
the assessee to pay the duty by way 
of bfTering a real property.

I have got some serious misgivings 
about this Bill. In our country we 
find a large amount of foreign in
vestment. Foreign firms have been 
operatftig within our territory, and 
making huge profits, which are 
practically carried away from our 
country into their own respective 
countries. In fact, most of these 
concerns are registered not in Indian 
territory, but in foreign territories. 
As such, most of the properties 
which have been acquired in our 
territory by the foreigners do not 
straightaway belong to them direct
ly, but are owned by companies 
which have been registered outside 
our country. I would like to know 
from the hon. Finance Minister, 
whether in the case of death of 
persons who hold interest in those 
properties; the estate duty is to be 
levied or not.* I shall seriously 
request the hon. Minister to answer 
this question in a categorical 
manner.

With these remarks, I would urge 
the acceptance by the House of the 
Bill as it has emerged from the 
Select Committee.

Shri Raghavacliari (Penukonda): I 
rise to support the main provisions 
of the Bill and the principles and 
policies on which it is based, as a 
member of the Select Committee. I 
have listened to the arguments that 
have been so far advanced and the 
objections raised by hon. Members, 
as regards particular provisions as 
well as general policies.

In the Statement of Objects and 
Reasons of the Bill, it was stated that 
the property would, by this measure, 
be enabled to equally dis6ibute It-'
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self. That is only a claim that has 
been made, and not a thing which 
can be realised in practice. My hon. 
i'riend, Mr. Gurupadaswamy, the 
other day quoted the experience of 
foreign countries where the existence 
of an enactment of this kind for over 
decades has pot materially affected 
the equalisation of property distri
bution. Even if it was there, it was 
negligible. I would further go and 
say that even that small increase 
was not necessarily the consequence 
of an enactment of taxation of this 
kind, but it might be because the 
people might have put in 9 little 
more activity and accumulated their 
wealth. Therefore, to my mind, the 
record of the experience of those 
countries, as well as our reasoning 
indicates that this reason for the 
Bill is really non-existent. But that 
is no reason to object to the passing 
of the Bill. The other reason is that 
the State must get some income. 
Certainly that objective is going to 
be realised.

There has been adverse criticism 
that the Government have been very 
clever in reserving the rates to be 
levied under this Bill for a supple
mentary Bill. This fact has no 
doubt had an effect favourable on the 
psychological approach of the entire 
House not knowing exactly what the 
rates will be. Everybody agrees 
that this Bill should be passed, in 
principle, even though the rates have 
not been indicated, and possibly the 
attitude of Members would not have 
changed even if the rates of duty 
had also been given. The reason, as 
I understood it, was that these rates 
must be subject to variation every 
year, or as often as the budgetary 

‘ position requires it. To my mind, 
it appears that that argument is not 
available for not including the rates 
within this Bill itself, for the net 
budget of the Central Government

* is not going to be affected one way 
or the other, by the income that is 
derived as a result of the coming 
into operation of this Bill. The 
money raised under this new taxa
tion ^goes only to the States. The

real intention, however, seems to be 
that the rates may require revision 
often. But I am not aware what 
difference it will make, if the rates 
are included in a separate Act or in 
thit; Bill itself; for, every time it is 
only the Parliament that has the 
right to change the rates. So. the 
rates might as well have been inr 
eluded in this Bill itself, and thereby 
the criticism could have been avoided 
that the Government have cleverly 
withheld the rates from the Members, 
until after Ihe passing of this Bill.

In fact, we made, some attempts to 
know the position, and the hon. 
Finance Minister has given us an 
assurance that a Bill containing the 
rates would be intr'oduced before 
this enactment is actually passed. 
Even yesterday I put a question to 
him, and drew his attention to the 
assurance he had given on the day 
when he introduced a motion for the 
consideration of the Bill; in reply 
to a question of mine he stated, 
'After this Bill is passed*. I correct
ed him, and he said he would verify. 
I went to the library and verified 
the statement of assurance. I find 
that he has said, “Even before this is 
passed.” When that is the position, 
the objection that the rates have not 
been given has not got much force, 
except that even the criticism of 
having managed the affair very 
cleverly could have been avoided.

I am a lawyer myself, and I found 
that many of the provisions incor
porated in this Bill have been bodily 
lifted from the U.K. Act, or some
times the Acts of other countries. 
The result is that oftentimes, even 
the spokesmen of the Bill are un
able to comprehend the Bill or 
explain the provisions of the Bill. I 
have devoted 5bme time and atten
tion, and I find myself unable to 
explain the scope of the provisions of 
the Bill clearly. It is likely to lead 
to some confusion. Apart from that, 
this will also lead to some dangers 
in its enforcement.

I would then like to examine the 
arguments tliat have been advanced
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against the Bill, and the hardships 
which it will result in. I would, 
for instance, take this question^of the 
difference between the Dayabhaga 
and the Mitakshara families. Consi
derable arguments have been ad
vanced in this connection. Broadly 
speaking, there is no doubt that the 
two systems of law do differ, and in 
one case only a fraction of an estate 
is liable to tax, whereas in the other 
case, the. whole estate comes within 
the purview of this Bill. But it 
must also be conceded that m this 
country the rate of mortality and 
the incidence of deaths is such that 
they expose the estate in a 
Mitakshara family to frequent taxa
tion. Supposing there is a father of 
a Mitakshara family and he has two 
or three sons any one of whom dies, 
then a fraction of the property be
comes subject to tax. In the other 
case, if the sons or one of the 
coparceners die, the estate never 
entails the consideration for taxation 
at all. The real thing that must be 
taken into account in this connection 
is the rate of mortality. It is on 
that basis that we have to see 
whether the measures that has been 
envisaged is equitable or not. 
I for one feel that the estates in 
Mitakshara families are more often 
subject to taxation. In the other 
cMe, it is only when the older man 
dies, that the estate is liable to taxa
tion. We also know by the 
experience recorded that when a 
person lives for forty or forty-five 
years, he generally survives till 

.sixty or even seventy, whereas in the 
case of the younger aged, the inci
dence of mortality is more.

Therefore, that is one thing that 
nrfakes a difference. Again, the ex
emption limit has been raised by about 
50 per cent, in the other case. There
fore, though something can be said in 
isolated examples where you can say, 
by numerical figures, ‘working out the 
mathematics, in this case there is 
some inequality*, we must take the 
whole of the estates that come to be 
taxed and probably oa* the whol« it

may not be so much hardship as is 
imagined.

Again, Mr. Gadgil was referring to 
a point and I will only mention it and 
leave it at that. In the case of the 
Mitakshara family, there is always a 
restraint on alienability and the pro
perty is tied down. It cannot be dealt 
with as one pleases. Therefore, there 
is property preserved for taxation 
while in the other case it need not be 
preserved. I will only say that abso
lutely speaking, there is no inequality 
in the incidence of ^xation between 
one estate and the other, but there 
are other considerations which really 
make some. difference. Probably, as 
one Member suggested on the floor of 
the House, a preferential rate on the 
property in the case of the Dayabhaga 
would work to prevent this inequality. 
That may be considered.

Then, there has bebn some argument 
about the hardship ;rd  difficulty in 
not exempting a dwelling house. At 
one time, I was one of those who 
thought that it was necessary to insist 
upon the exemption of a dwelling 
house from taxation. But when we see 
that the exemption limit has been fix
ed at Rs. 50,000 and 75,000 and things 
that are exempted from taxation are 
again taken into consideration by way 
of aggregation, it matters little whe
ther a dwelling house is exempted or 
not. For it is only in cases where 
the only property consists of a dwell* 
ing house and that house is to pay tax 
and the owners are compelled to live 
in that house and that house is to be 
sold or a portion of it is to be sold 
for tax realisation that difficulty or 
hardship does arise. But in cases 
where that happens to be the only 
property,—generally ŵe do not expect 
the dwelling house would be worth 
more than Rs. 50,000. Mansions may 
be worth more than *Rs. 75,000 and 
those who are possessed of such man
sions will also be possessed of some 
other property from i^hich they can 
pay the tax. Therefore, the non-ex
clusion of a dwelling house does not 
really affect very seriously or cause 
hardship except, probably In very very
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solitary cases where the entire pro
perty consists of a dwelling house and 
it is really worth more than the ex
emption limit and they have no other 
means to pay the tax. In such cases 
probably if It is provided that when
ever that house or a portion of it is to 
be let or to be sold, the proceeds are 
subject to the liability of paying the 
tax. That would meet the point. But 
such cases may not often happen.

Then one other thing I wish H) sub
mit is this. It dealt with in the 
Select Committee and I have dissent
ed on that matter. The appeal against 
the* decision must neces<iarHy be left 
to an independent judicial body and 
not left in the hands of a body under 
the control of the Board. After all, 
In an administrative machinery of this 
kind, when officers act under the con
trol and instructions of a Board of the 
same Government, thojgh I am not 
suggesting that because of that they 
must necessarily act prejudicially 
against the assessee and in favour of 
the State, nevertheless it more often 
makes for a good amount of confidence 
In the administration if an indepen
dent tribunal of appeal is provided 
for.

Then, there is one small point which 
I dare say has been nrissed and for 
which in due course an amendment 
wilf have to be moved. • It is in regard 
to the costs of an appeal— l̂ine 15 of 
page 29, clause 61. The idea etllated 
in the Select Committee was this. When 
a person filed an appeal and suci’eed- 
ed in the appeal the Oiiginal p*\>vision 
was that the man who filed the appeal 
and even succeeded must pay the 
costs; it was intended to alter It lo the 
effect that the costs In such circum
stances must be payable to him. I am 
reading from line 15:

“Provided that where the ap
pellant has been wholly or par
tially successful in any reference 
miade at his instanc?, the crvtent 
to which costs should be borne by 
the appellant shall be at the dis
cretion of the Board”. •

It should be ‘the extent to which 
costs should be payable to the appel
lant’ and not ‘borne by the appellant’. 
That is a matter for amendment with 
which I dare say the Finance Minister 
woilld agree and accept to bring it in 
conformity with what the Select Com
mittee wanted it to be rather than 
take advantage of a mistake in the 
draft or print.

•
Then the other and more important 

point which I wish to state is this. 
This is, no doubt, an extraordinary 
piece of legislation which runs or pur
ports to run, against tne clearly estab
lished conventions of law dealing with 

. the rights of people who have pro
perty. A person has absolute rights 
over his property under the law as it 
exists in this country. It is also fun
damentally guaranteed that ho can 
deal with his property as he pleases. 
But there are a number of provisions 
in this Bill which toke away those 
rights in a way. Of course, as a law
yer I really feel that many arguments 
that were advanced with respcct to
this, namely, that these are cases in 
which the gift itself is stated to be 
void or bad in law; but all the trans
actions must in law be valid as it 
ran be. But only they will be subject 
to the charge of payiag the tax due to 
•the State. Otherwise, a iawyi>r can
not understand that this legislati'Jri can 
take away all those rights and then
say. ‘All these gifts are null and
void’. Certainly then this Act would 
be exposed to the châ lije of not being % 
Within the competence of this House as 
opposed to the fundamental rights 
guaranteed elsewhere. Therefore, all 
tnis objection of some provisions affect
ing the rights of people to make gifts 
and charities is not valid as it is al
ways subject to this one limitation, 
namely, the liability to pay the tax. 
Therefore, all those other laws and 
rights under them are not seriously 
affected at all.

Then one thing more. We know, 
that in the case of many enactments 
which in their working and execution
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affect the lives of people intimately, as 
in this case when the house of a de
ceased is examined and property is to 
be inventoried, the administration 
must necessarily fiod that with the best 
of honest intentions a number of op
portunities and occasions may arise 
when people to be taxed are irritated. 
That is the case even in the best 
method of administratlo i. Btit. as we 
know, in the usual course all and sun
dry officials will have to deal with it. 
More often occasions do arise, not 
necessarily want only but in tlie pro
cess of determination of disputed 
points, and then there will be a lot of 
irritation, and displ^^sure will come 
into play. I am sure the Central Gov 
ernment which has taken the respon
sibility of controlling the whole col
lecting machinery and of Its adminis
tration has nothing to ft Bin exc^t the 
risk of exposing itself and its depart
ment to the continuous criticism that 
it has turned out to be a machine of 
oppression. That is one thing which, 
in practice, more ofien we might pro
bably have to contend against. I 
would only urge that when rules and 
other details are to be thought of in 
the matter of determining the day to 
day administration of thiŝ  enactment 
very great care sho.iid be taken ' to 
avoid opportunities for generating that 
kind of adverse criticism. Otherwise 
the Central Government will by an 
enactment of this kind in trying to 
earn something for the States take all

• the odium on itself which would hurt 
its popularity. That Is wnat I wish to 
stress.

The exemption limit of Rs. 50,000 or 
Rs. 75,000 has also been the subject of 
criticism here. Some people have 
taken the extreme view and say that 
the exempti6n limit is too high and 
others who have more property and 
know the value of monev now say 
that it is too little. Of course, we 
have tried our best to arrive at a con- 
clusioh which is lalriy acceptable to 
the country as a whole; though nowa
days when every property has appre
ciated as much as three-fold and four
fold, people who have'property might

feel that this is a measrure contemplat
ed for the only purpose rf getting more 
revenue to the State. This exemption 
limit which affects a fraction of XhQ 
total population of the St»te in compa
rison with the propertylesr. por^ons 
who are a multitude, may still be left 
to" stand. The exemption limits are 
reasonable. I agree with Mr. Cluilter- 
jee that some of these clauses on the 
exemption limit in section 32 must 
really be excluded from aggreg:ition 
under section 34. Otherwise, as he sug
gested, it might lead to no benellr but 
simply, as I have said before, to a lot 
of irritation; particularly so, when 
there is the wearing apparel for which 
we have given no value at all. But, if 
in the case of aggregation you have to 
value that also then it wiJl crsa'e a 
nuisance to the people of this fc.un- 
try. So also about books, pictures and 
other things. I would urge upon the 
Minister in charge not to include those 
things pul under th9 exemption limit 
under section 32 in the latter clause 
regarding aggregation under section 34. 
It will otherwise mean that everything 
will have to be valued. There is no 
man who dies without a wearing appa
rel. Some of these matters should cer
tainly be excluded from the aggrega 
tloii.

Then as regards taxation of agricul
tural property. There is only one 
State. I think, which haa not agreed 
to its agricultural propeHy being the 
subject of thi» enactment there Natu
rally. residents of'that State would 
have this difficult# when the agricul
tural property, where it is not subject 
to taxation, is included in the total 
value of the assessable property.

Shri Achnthan (Crangannur); It Is 
an inducement to that State

Shri RaghavacCiarl: It may be. I*
am only concerned with how It 
works out. There is no question 
of argument that it is * included 
in one State or another. But, so 
long as such a State might exist, the 
argument of taking ihe value of the 
agricultural property Into the aggrega
tion and then a higher rate of duty be
ing fixed on it is really very bad. To
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avoid this also the Central Govern
ment might by putting such induce
ments or permissible pressure to make 
all the States faU In line.

I have submitted what I feel. Cer
tainly amendments will have to be 
considered on their merits as they 
come in. I have suggested only one 
amendment and that is with regard to 
costs and I think there will be no ditfi- 
culty for the Government in accepting 
It

Dr. Krishnaswami (Kancheepu- 
ram): The Estate Duty Bill has had a 
long and chequered career and no one 
will grudge the Finance Minister a tri
bute for having preserved so long with 
such patience and succeeded at last in 
bringing a finished product to this 
House. We have now reached a stage, 
almost the penultimate stage, in this 
House when we will have the opportu
nity of suggesting amendments and 
modifications to this measure.

1 should like at the outset to raise 
certain questions of principle; it is im
portant from many points of view that 
we should find answers to these ques
tions. What is the purpose of this 
measure? The inequalities which are 
due to inequalities in capital ownership 
and which consequently lead to Inequa
lities in earning power have led many 
civilised States, many enlightened peo
ple to suggest that, there should be 
estate duties for the purpose of miti
gating, if not removing, them. So
ciety decides to salve Its conscience 
once a generation by levying a capital
ised income-tax on an individual’s pro
perty. Accepting this to be the aim 
jDehind this measure, I cannot, how
ever, adopt the view put forward with 

, enthusiasm by my friends that the 
Estate Duty Bill achieves the objec
tive of promoting significantly equality 
of Incomes In our society. Recent re
searches have shown that the Income- 
tax and super-tax have promoted more 
significantly equality of Incomes, than 
death duties.

There is another misconception thit 
has to be cleared at the outset. That 
the expectation of having to pay death 
duties has *a repressive effect on sav
ings and thus tends to diminish the na
tional dividend aspect is an argument 
that has gained great currency. While 
there is some validity in this argument 
it is possible to over-emphasise U and 
to draw a gloomy picture of a decline 
in the savings of the community and a 
consequent diminution in our national 
dividend. Now the savings effected by 
individuals are due I0 a variety of 
causes—some rational, some irrational 
and other non-rational. Where indivi
duals accumulate capital bey >nd a 
point, the prospect of property having 
to pay death duties does not lead to its 
being diminished: in other words, the 
accumulation of capital tends to be 
autonomous. Only when rates are very 
high, death duties have a confiscatory 
effect on large properties. But even 
here the men with large fortunes In 
order to avoid death duties make gifts 
inter vivos.

My hon. friend Mr. Gadgll who 
spoke with great emotion and jjropa- 
gandist zeal this morning referred to 
the fact of men with large fortunes 
being in a position to evade death 
duties by making large gifts during 
their lifetime. I should have thought 
that if he wished to clutch at the for
tunes of these men the only alternative 
open to him was to have suggested 
gift taxes and a ceiling on the property 
which an individual could hold. His 
eloquence was misdirected and not all 
his attempts at making death duties 
high will help him to achieve that 
which he says he has In view.

The main argument against death 
duties that it diminishes tlie savings 
available to the communlt̂ y ha* not 
that force which it had thirty years 
ago. Thirty years ago no State would 
have considered seriously the proposal 
to utilise taxation measures for promot
ing the growth of public savings. To
day we have come to lealise that <the
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savings of the community can l*e aug
mented by individuals us well as by 
the State. «nd both have a part to play 
particularly in a Welfare State where 
n mixed economy is accepted and there 
is room for the public and the private 
Mctor. Today in estimating the effect 
of death duties on savings, we cannot 
afford to give a simple answer as in 
the past. If we ignore the effect of 
death duties on the small and middl
ing concerns then, as the National 
Union of Manufacturers recently point
ed out in a memorandum to the Chan- 
rellor of the Excheauer in Ihe United 
Kingdom, there is a sharp decline in 
Droductivity. enterprise and savings 
which, although not large compared 
with those accumulated by establJshed 

' institutions and agencies, represents 
the result of individual effort and ini
tiative. It would be a sad day, the 
Union points out. for the United King
dom if private initiative declines ap- 
Dreciably in a mixed economy. I am 
mentioning these facts because in our 
zeal to adopt the Estate Duty Act of 
the United kingdom we may ignore 
the small and njiddling businesses 
which in our country are likely in the 
near future to play a greater part in 
promoting productivity .than even in 
the United Kingdom. If we ignore 
these facts, the community will come 
to grief and will have learnt no les
sons from the experience of other 
countries.

The operative sections of this Bill 
range from section 5 to section 16. Sec
tions 6 to 12 deal with property which 
is deemed to pass on the death of a 
person. Necessarily accprding to these 
sections, property which will not pass 
under the ordinary law is brought 
within the compass of the new Act. 
Sections 7 and 11 concern interests 
that *'under the ordinary law will be 
deemed to cease”, but v/hich under 
the present Bill Would be available for 
duty. Sections 8. 9 fend 10 deal with 
gifts, while section 17 deals with com
panies.

I shall proceed to deal
with section 9 as this section is bound 
to arouse considerable controversy.

What is the purpose behind this sec
tion? What is the Duroort of the sei*- 
tion as it has emerged? The purpose 
IS to prevent individuals from making 
dispositions with a view to evading 
payment of estate duty. In the 
United Kingdom it was originally fix
ed at a 1̂ -month period prior to death 
in 1894. and later on it was fixed at 
what was known as a three-year period 
and now it has been fixed at a .live* 
year period. Today the f?\^year pe
riod is known as the ‘vulnerable* or 
the ‘statutory period’. In our Bill we 
have the two year period as the vul
nerable or the statutory period for 
declaring gifts which have not been 
made bona Me to be the property of 
the deceased and hence assessable. 1 
want the Finance Minister to go into 
this clause with some care. I shall, 
with the permission of the House, read 
the clause:

‘ Property taken under a disposi
tion made by the deceased purport
ing to operate as an immediate 
gift infer vivo3 whether by way of 
transfer, delivery, declaration of 
trust, settlement upon persons in 
succession, or otherwise, which 
shall not have been bona fide mode 
two years or more before the 
death of the deceased shall be 
deemed to pass on the death;

Provided that in the case of 
gifts made for public charitable 
purposes the period shall be six 
months.”
I have looked up the correspondlnp 

provision in the English law and ther*« 
it will be found that v/hile the period 
is five years it is not “five years or 
more before the death of the deceased 
shall be deemed to pass on the death.” 
There they have considered the five- 
year period to be the vulner
able or statutory period. There 
was no question of saying ‘five 
years or more’, because bbvious- 
ly those who had framed tnat 
clause came to the conclusion that if 
they put the period five years r.r more 
they might Just as well have said that 
there was no vulnerable period and the 
vulnerable period stretches from the
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beginning to eternity. But if we are 
inclined to have a period let it be de
termined; let it be six. let it be eight 
or ten. But do not try to nave a vague 
period so that you might rope in even 
gifts made outside the vulnerable limit.
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What is the purport of this provi
sion? Here we come to the question 
of bona fides. If a settlement is made 
beyond two years or more where does 
the question of bona fides come in at 
all? What -does bona fidea mean? If 
there is no settlement it is an absolute 
sham and becomes automatically 
assessable, because in the case of a 
gifV which is not real and operative, 
irrespective of the fact whether it is 
bona fide or not, it becomes part of the 
property of the deceased. Tf it is real 
and operative beyond the two-year 
period, what else is required to make 
it bona fide and what is the test or 
consideration with reference to which 
the authority has to decide? Thirdly, 
what is the rationale of having a ‘two 
years or more' perjod before death? 
If we are to give Estate Duty Control
lers the power to rip open any trans
action on the ground of its being fak
ed even beyond the two-year period, 
why not substitute ‘five years or more\ 
because the same meaning can be 
given to *flve years or more* as to 
‘two years or more.’ It would be vex
atious to the ordinary tax^payer. This 
provision can be a formidable engine 
of oppression in the hands of the Estate 
Duty Controllers and whatever some 
of my friends might say about rules 
being observed, about certain regula- * 
tions being enforced, we ought to bear 
in mind that if the statute gives inqui
sitorial powers to those who are in 
charge of collecting the cftity, they will 
not hesitate to employ them. The de
bates of this House will not be perus
ed by Estate Duty Controllers for find
ing out what the intentions of this 
House are on the matter. What will 
be perused by the Estate Duty Control
lers will be the provisions of the, sta
tute.
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Mr. Gadgil in the course of a power
ful speech indicated those who evad
ed payment of taxes and demanded a 
tightening up ol provisions of law. But 
the people who evade taxes are not the 
middle classes but those who are in 
affluent circumstances and who have 
the advantage of requisitioning the 
best legal aid to draft deeds and con
veyances. Of them Viscount Simon 
has remarked appropriately in Latilla 
V. Inland Revenue Commissioners 
1943.

‘‘Judicial dicta may be cited which 
point out that, however elaborate and 
artificial such methods may be,' those 
who adopt them are ‘entitled’ to do so. 
There is, of course, no doubt that they 
are within their legal rights, but that 
is no reason why their efforts, or those 
of the professional gentlemen who as
sist them ifi the matter, should be re
garded as a commendable exercise of 
ingenuity as a discharge of the duties 

.of good citizenship. On the contrary, 
one result of such methods, if they suc
ceed, is, of course, to increase pro 
tanto the load of tax on the shoulders 
of the great body of good citizens who 
do not desire, or do not know how, 
to adopt these manoeuvres”. But just 
because a few seek to evade payment 
of taxes we should not incorporate pro
visions in a statute which tend to pena
lise large sections of our countrymen, 
and work hardshio and injustice on 
them. The evaders of taxes—evaders 
who take advantage of statutory loop
holes—may not be many and in any 
case, the change in «oda) climate 
would lead even our courts of law to 
adopt a construction of the .statute 
more favourable to the community 
than to the evader.

Let me, however, deal with certain 
other provisions of this Bill which are 
closely related to section 9. Section 
13. for Instance, deals with joint in
vestments. Where 4oint investment 
has been made and the person dies, the 
property which passes is assessable.
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This section is meant to hit survivor
ship. If it is. however, one of devolu
tion. the transaction cannot be touch
ed by law. But even if i{ is treated as 
a survivorship, it must be considered 
to be essentially a gift at the time of 
joint investment. Then why not add 
it as an explanation to section 9 in
stead of having a separate and inde
pendent sectionZ I would like the 
Finance Minister—both from the point 
of view of clarity and from the point 
of view of justice—to consider whether 
ioint investments are not,a form of 
cift and whether the same rule should 
not apply to joint investments as ap
ply to other types of gifts. It is cus
tomary after a person’s death tor the 
survivor to get the whole' property. If 
this money can be considered to be a 
sort of gift then why not put it under 
section 9 Instead of having an indepen
dent section where there is no time
limit fixed?

Shri A. M. Thomas (Ernakulam); Is 
it absolutely Irrevocable?

Dr. Krishnaswami: It is absolute
ly irrevocable: at any rate according 
to section 13. the whole transaction is 
considered to be irrevocable. II it is 
revocable then, of course', no question 
nf a gift arises.

Let me proceed to deal with section" 
11. Here I would like to point out 
to those who have taken some trouble 
TO Deruse this section that this is the 
most difficult and incomprehensible 
section in the whole Hill. I tried to 
find out what the meaning oif the sec
tion was. I tried to flnd out what the 
legal sense of that section was but. in 
spite of my hav^ig tried so hard. I 
must regretfully confess my inability 
to interpret it. Keenly consclouf of 
my inability to understand* either the 
grammar or the legal sense' of the 
clause and aware of the duty that I 
owe to this House I decided to send 
an amendment to the effect that the 
clause be deleted altogether. A legis
lator cannot be privy to passing that 
which is un-understandable. But I am 
quite willing to revise my attitude if

any of the legal luminaries in this 
House or outside can throw light on 
this clause and the grammatical mean
ing of It.

Let me now consider section 21. Sec
tion 21 is one of those sections to 
which strong exception has been taken 
by several citizens and on legitimate 
grounds. The explanation to this sec
tion covers clearly two classes o. 
cases. I wish many of my friends, 
when they have time and leisure, to 
read it carefully. There dre very 
many legal consequences arising from 
that section which require to be pon
dered over carefully. This section and 
the explanation cover two classes of 
cases. Firstly, we may envisage a 
third party creating a trust but con
stituting himself a trustee and the 
beneficiary paving a lawful guardian 
other than the settltr. SecondJy. 
there is the case of the settlor being 
himself the lawful guardian and the 
trustee under the settlement. It is npt 
clear whether the explanation is in
tended to apply to the latter category 
as well. If it is. it is inconceivable and 
next to impossible to understand what 
is meant by bona fide assumption on 
behalf of the beneficiary. Obviously 
there cannot be physical delivery or 
transference of possession. By the 
very creation of a trust, the possession 
of the erstwhile owner becomes auto
matically converted into possesUon of 

-.the beneficiary by the trustee on his 
behalf. Therefore, the words bona 
fide assumption of possession will in 
practice enable the estate duty autho
rities to refuse to recognise opttlements 
where the settlor, guardian and 
trustee are the same person. What 
social policy is promoted by penalising 
such transactions, I cannot for my hfe 
understand. In fact it looks as tliough 
a guardian must be in search of a 
trustee—a stranger who in many cases 
will not have anything like the inter
est which the guardian has in the wel
fare of the beneficiary. .

But assuming that this policy is Jus
tified, what justification is there in in
sisting on a five-year period in the case
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of third party settlors acting through 
the medium of a trust and when there 
is bona fide assumption of possession 
by the guardian? What is the ration
ale in insisting on a five-year period, 
especially as a trust is in essence a 
gilt or settlement? Why should the 
mere form make <my dlflerenr’e espe
cially when reservation of benefit is 
excluded? I suggest <hat the tive- 
year period be deleted and the section 
added as an explanation to section 9.

Whenever hon. friends either on this 
side or on that side (alk of Mitakshara 
or the Dayahhaga system ol law. I am 
reminded of the great animation and 
heat that was developed in Wonderland 
over the question of who was the supe
rior—the Duchess or Alice.̂  So far as 
the Mitakshara system is concerned, it 
is accepted that the moment an indivi
dual is born into a joint family he ac
quires an interest. An individual has 
the power to separate from the joint 
family and so long as the amount of 
disposable interest which he acquires 
on separation can be identified, I do 
not think that we are making a very 
serious mistake in levying an estate 
duty on his share.

So far as the Dayahhaga S3r&tem of 
law is concerned it dlepends on what 
Lord Watson described in the Privy 
Council as ‘obstructed heritage*. Here 
it is a case, not of survivorship, but of 
succession.

Clause 31 deals with what is faceti
ously termed as ‘exemption of Interest 
of a Hindu widow dying within seven 
years of her husband’s death*. The 
marginal note is most misleading. 
There is no exemption of the interest 
of a Hindu widow. The Hindu widow 
acquires a life interest, and on that 
life interest we are called upon to levy 
the same duty as on absolute interest. 
I think it is manifestly unlust, and the 
Finance Minister should look into the 
matter and find out v/hether the life 
interest may not be totally exempt, or, 
if that cannot be done, whether at least 
a half-duty may not be levied on it.

Secondly, on the widow's death it 
is not her int^reit that paiises. So her 
interest is not exempted.

N̂ ow, in considering this clause I 
want to point out to the Finance Minis
ter that here what is sought to be 
done is to see that when a Hindu 
widow dies within seven years ol her 
husband’s death and the interest de
volves upon persons who were mem
bers of a coparcenary immediately be
fore or after* his death or any of them, 
no estate duty shall be leviable. I 
should like to know why it should be 
necessary that the exemption should 
be narrowed only to the C ises 0! Hindu 
widows in a joint family. Particular
ly in view of the fact that the clause 
starts with the words “where on the 
death of any person governed by any 
school of Hindu law’’, in view of this 
preface 1 think that the concession 
should be extended to all who take un
der any system of Hindu law whether 
it be the Dayahhaga or Mitakshara 
system of law or Aliasanthanam, or 
even where it is a case of self-acquir
ed property passing to the survivor. 
Because, if it is a conces«»ion that is 
to be given, it has to be given all round 
and not given only to one paiticular 
section.

I now proceed to deal with a threat 
made by Mr. Gadgil. The toon. Mem
ber challenged those who did not toe 
the line with him to face the people.
I accept the challenge. He threatened 
to expose us. But I hope ])e realises 
that this measure contains many 
flaws and that no legislator worth his 
salt could afford to remain .‘dient. Nor 
can it be maintained with any show of 
reason that this measure is likely to 
promote an’ egalitarian society. What 
we have got to decide is not as to whe
ther we believe in some philosophy, 
but whether this measure is lair, whe
ther it promotes justice and whether it 
is likely to affect incentives la our 
community. On the subject of ex
emptions he was most eloauent and de
nunciatory of the upper classes. But
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the exemptions that we plead for rroy 
benefit the community and the middle 
classes for whom we profess sympathy 
but whose interests we neglect. There 
is, I believe, considerable force in the 
contention of numerous chairmen of 
Insurance Companies, that the ex- 
eifiption limit is how and that this 
measure is likely to hit the savings of 
the middle class. To the Finant e Min
ister who is gifted with a keen pre
science oh economic matters I suggest 
a reconsideration of certain aspects 
pertaining to exemptions. He at any 
rate is not as wooden as my friend Mr. 
Gadgil the unofficial sponsor of this 
measure.

In the Income-Tax Act, as we know, 
the exemption limit granted by the 
taxing authority for insurance policies 
is one-sixth of the income up to rupees 
six-thousand. If we take the working 
life of an individual at 25 years; the 
maximum exemption that he obtains 
would work out at Rs. 1,50,000. Here 
the amount that we are intending to 
give to the individual would be a nig
gardly pittance of about Rs. 5,000.

Shri Gadgil: It is because he is given 
80 much in life. He has already cash
ed in.

iCTRH

— y f ):  arf̂ TT IF irnr i

Dr. Krishnaswami: 1 should have
thought that there ought to be some 
sense of proportion in fixing the 
amount which you give in a case of, 
what I would call, capitalised income- 
tax. I do not suggest you should fix 
the upper limit at Rs. 1,50,000. But 
there should be some relation between 
the amount exempted and the value of 
the estate. I have f>uggested in an 
amendment that the exemption limit 
might be fixed thus; one fifth of the 
principal value of the estate or rupees 
fifty thousand, whichever is less, may 
be exempted. Now the purpose of my 
suggesting this amendment is to en
courage the saving habit between the 
ranges of income of R̂ }. 90,000 and Rs.

325 PSD.

2,50,000. So far as savings going into 
insurance companies are concerned, 
they stand on an entirely different foot
ing from savings effected in the shape 
of jewels and such other article?. The 
savings in insurance companies are 
available to the public sector in an 
emergency. They would be useful at 
anytime. They would be available for 
financing capital development projects* 
Besides, you would also have the 
satisfaction of giving an incentive to 
the individual to save and make those 
investments available for the commu
nity.

I now pass to the nggregation clause 
over which there is controversy. The 
section to which some cf my friends 
took exception was that relating to 
aggregation and here let me read the 
clause for determining the rates of 
estate duty to be paid:

“For determining the rate of 
estate duty to b6 paid on any pro
perty passing on the death of the 
deceased, all property so passing 
excluding property on which no 
estate duty is leviable under sec
tion 34. but including property ex
empted from duty under section 
32 and agricultural land fituate in 
any State not specified in the Schc  ̂
dule shall be aggregated so as to 
form one estate and the duty shall 
be levied at the rate or rates ap
plicable in respect cf the princi
pal value thereof......... ”

Now why should we Include the ex
empted articles for purpose of aggre
gation? It may be pointed out that 
so far as the income-tax is concerned 
that is what is being done and the same 
practice must be followed in the case 
of estate duty. But there is this vital 
difference. In the case of income-tax 
assessment the beneficiary is the same 
as the assessee whereas in the other 
case the assessee and beneficiary need 
not be the same. Therefore. It is not 
right or proper that we should have 
these exempted things aggregated to
gether. Besides, agricultural land, 
which is not mentioned in the Schedule 
should not also be brought in becauM
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you have no legislative power to tax 
it. You cannot get it by any indirect 
method and, therefore, that also ought 
to be omitted from the aggregation 
clause.

J have considered certain aspects of 
the measure that has been presented 
by the hon. the Finance Minister at 
length. But it is not possible to deal 
with all the complicated provisions of 
this Bill. It is a new measure. The 
BiU has been introduced with r view 
to achieving a social purpose. Not. re
venue but minimisation of economic 
Inequalities is the main objective. I 
ask. therefore, whether it would not be 
better if the rates of duty coul^ be 
part of this Bill, and not part of the 
Finance Act. I believe it would be 
advantageous to have ttie rates includ
ed in the Estate Duty Act; each time 
we seek to change the rates we would 
have an opportunity of reviewing our 
social policy. That concentration of 
attention oh social policy would not be 
possible, if it Is part of an annual to- 
andal enactment. Furthermore the 
exemptions granted under this mea
sure are not subject to annual changes 
as import duties, income-tax and such 
fiscal measures. They are varied as 
to take account of economic changes. 
Here no changes can take place since 
estate duties are a capital t«x. Also 
the income realised from estate duties 
is a fraction of the annual receipts 
from other taxes. Both from tha 
point of view of quantum and conside
rations of social policy, the rates need 
not form part of an annual measure. 
This measure when passed will, how
ever make a milestone in the progress 
of our coimtry and all of us irrespec
tive of party will, I hope, co-operate in 
making it a success.

Shrl Mohiuddiii (Hyderabad City): 
There has been a long controversy 
over the provisions of clause 9 re
garding gifts. Some hon. Members 
ftave suggested that the period for 
exemption of gifts from the assess
ment of duty should be extended 
while others have expressed the con

trary view. Now, what is the purpose 
of gifts? The hon. Member opposite, 
Mr. Chatterjee, has explained and 
given quotations from decisions made 

t in England that even if the intention 
/ is to evade the duty it is a legitimarte 

and permissible intention. Now. the 
expression “bona fide** that has been 
introduced in the clause will lead to 
unlimited litigation. As the purpose 
of this Bill is to reduce inequality, in 
wealth, I suggest that the scope of 
the exempted gifts should be reduced 
as much as possible. Gifts have been 
allowed in the Estate Duty Act in 
England as well. as in America but 
the American experience has been 
that in order to evade the duty there 
has been a large number of gifts 
given to heirs, sons, nephews and so 
on. In order to minimise the induce
ment to evade estate duty by giving 
away, the property as gifts before 
death, the American Act was amend
ed in 1935, and it was provided that 
gifts up to 30,000 dollars may be 
exempted from the estate duty, and 
gifts beyond 30,000 dollars should be 
assessable at three-fourths of the rates 
that are levied for the rest of the 
property. In order to avoid this un
limited litigation that mav arise from 
the use of the word “bona fide*' in 
clause 9, I suggest that some such 
amendment may be introduced 
under which gifts will always 
be, without regard to the party 
to which they are given, assessable 
at a reduced rate, whether three- 
fourths or half. That, of course, Is a 
matter for consideration. This sug
gestion I make because gifts are in
tended only to evade the tax, and as 
the primary object of this measure 
is to reduce the inequality in wealth, 
such an intention to evade the tax 
should be counteracted.

Dr. Krishnaswami has just men̂  
tioned that joint investment should 
be treated as a gift. I am afraid joint 
investment is only a convenience. I 
do not think that joint investment 
has ever been treated or could be 
treated as a gift. Shares are held in 
the joint names of the wife and the
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husband only as a matter of conven
ience. so that if one dies» the 
other has not got to go to a 
court of law for a certificate 
of inheritance to show that the sur
viving party has the right to draw 
on it. Similarly joint names in bank 
accounts, securities and shares are 
only a matter of convenience, and un
less they are given as a gift, they 
should not be and could not be treat
ed as a gift.

A suggestion was made yesterday, 
and also it was made before, that a 
provision should be made in the Bill 
that immovable property like houses 
and lands should be accepted in pay
ment of duty by the Government. It 
has been suggested that this provi
sion should be included in the Bill 
as a protection against over-valuation 
of the property by the controller who 
administers the Act. Providing that 
the property should be accepted in 
payment of the duty does not solve 
the problem of over-valuation or 
under-valuation, and I am afraid that 
if such a provision is made, every un
saleable house will be offered to Gov
ernment in payment of duty on the 
ground that it has been ovexv-valued. 
The purpose of the tax-gatherer ii to 
get the money, and if there are any 
suitable palaces or grounds or lands 
which some department of the Gov
ernment or some State wants to pur
chase for their use, they can do so: 
they can purchase it and hand over 
the money to the Government in pay
ment of the estate duty. This under
valuation and over-valuation has been 
causing some excitement among some 
Members—that it may be a sort of 
oppressive measure, that people may 
have to suffer from it unless some ne
cessary provisions are made to pro
tect them. Although the investment 
habit has not yet made very great 
progress in India, yet I am sure that 
the difficulties that may arise in va
luation will be only in respect of 
a small proportion of the total assets, 
that is to say, in regard to household 
property, furniturt. carpets and so 
on. If the suggestion that has been 
made, that for purposes of aggrega
tion the exempted property like the

uteijsils and apparel should not be 
valued, be accepted, the difficulties 
about valuation will be still reduced. 
In England, over 90 per cent, of the 
property consists of that kind of pro
perty which can be easily valued. I 
was surprised that of the property 
assessed for estates duty in England 
in 1951-52, 71*73 per cent, consisted 
of shares securities (Government and 
Municipal), insurance, money lent on 
mortgage, cash and so on; and 18 per 
cent, consisted of land and houses; 
and only about 10 per cent, of other 
kinds of property like trade assets, 
household goods, jewellery etc. There 

^will be a large source of evasion in 
India in the form of jewellery, gold 
and silver. These household assets 
may bear a larger proportion in India. 
There will be considerable evasion in 
these items of property. I do not 
know how this evasion can be avoided 
or checked. In the present Bill there 
is no provision in this respect.

I am glad that Mr. Gadgil has to 
a certain extent agreed to consider 
the arguments put forth on behalf of 
those who are pleading for persons 
belonging to non-Mitakshara school 
of inheritance. It has been claimed 
that in the long run there will be no 
discrimination between the two 
schools, the Mitakahara and the non- 
Mitakshara. Whatever arguments 
might have been put forth for and 
against the provision, I wish to sug
gest that one of the fundamental prin
ciples of taxation is that a tax-payer 
should feel that the tax Js Just. In 
the case of non-Mitakshara inherit
ance. there is no doubt that the per
son who is On his death-bed. or the 
person who has got to pay the tax. 
has no consolation from the hon. 
Finance Minister’s assurance that in 
the long run Ihere will be no discri
mination between these two schools 
of inheritance. That in the long run 
there will be no difference which can 
justify the discrimination that is 
bound to arlsG out of the exemption 
limits which have been proposed in 
the Bill for Mitakshara and non-Mitak- 
shara families. I would like to sug
gest that the proportion of the limits 
for exemption should be changed.
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1 wish to draw the attention ot the 

hon. Finance Minister to one likely 
difficulty that may arise in regard to 
the assessment of the value of the 
land for the purpose of aggregation. I 
entirely agree that the value of the 
land should be included fbr purposes 
of assessment. But the tenancy laws 
in tha various States are still in their 
formative stages, and are not yet
complete. For instance, in Hydera
bad according to the existing tenancy 
law, a landholder is the owner of the 
land, but his right to dispose the 
land is restricted. The restriction is 
BO stringent that as a matter of prac
tice, though he is the owner of the 
land, he cannot sell it. If after 
the Bill is passed, a land holder 
with a large area of agri
culture land in his possession 
dies, it should be seen that the rights 
to dispose of are interpreted in the 
spirit in which they have been en
acted, and the tenancy laws in force 
in the various States are also taken 
Into consideration. .

With these few remarks, I support 
the Bill. i ‘ 5

Shrimati Kamiendu Mati Shah
(Garhwal Distt.—^West cum Tehri Gar- 
hwal Distt.—-cum Bijnor Distt.— 
North): Sir, I thank you for the op
portunity you have given me. Since 
so many learned hon. Members have 
already studied and scrutinised all 
the important points of this Bill, and 
after doln£ so, have submitted neces
sary amendments to improve it, I 
find there is very little for me to say. 
However, keeping this in view, I 
will try to be as brief as ppssible.

To improve the economic conditions 
of our country, the idea of reducing 
disparities in wealth is a very sound 
one. but it is only fair to examine 
this aspect from other angles as well.

This Bill is quite new, and is of 
vital importance to our people; so 
great care will have to be taken, not 
to handicap the interests of the gene
ral public. It is difficult for even 
educated people to understand the 
complicated meanings of this Bill, 
what to say about uneducated women

and minors who may not have the 
means to get legal advice. Further, 
according to clause 34, it is going to 
seriously affect many of them, who 
may be deprived of even a shelter over 
theft* heads, having nothing else but 
an ancestral house, beyond the exemp
tion value limits.

Considering clause 9, it will be un
fair to insist upon a limit ol six 
months, for making gifts in charity 
and in such other manner, especially 
when death x)ccurs due to fatal acci
dents or unforeseen calamities, where 
there is no chance pf a person mak
ing a gift to escape death duty. Simi
larly, the time-limit for making gifts 
for charitable purposes, as well as the 
amount-limit of that charity, is very 
low indeed. It is not advisable to 
hinder and discourage a person from 
doing a good deed, like making gifts 
to such institutions as always thrive 
on the private philanthropy of the 
rich. It is not right to deprive these 
institutions of their donors who work 
for the good of the needy, especially 
in view of the fact that many of 
these institutions are running at l 
loss, and are in need of more and 
more money and, moreover, the Gov
ernment are not able to provide the 
necessary finance. It should be the 
Government’s policy, in their own in
terests, to encourage and foster such 
donations instead of letting these in
stitutions suffer, by limiting the 
donor's activities, apart from touch
ing the sentiments of the deceased 
at his deathrbed, as will happen, If 
this Act were to come into force. I 
feel, therefore, that it would be only 
right to exempt all the above cases 
from duty, excepting in the case of 
clause 9, where the limit should be 
made one year.

Then there is, in clause 30, quick 
succession relief to property on se
cond and successive deaths. Here, 
the limit of three months is very 
low, whereas in other much more ad
vanced countries, with a much lower 
rate of mortality than in our country, 
like the U.S.A.. Japan and Chile, the 
limit is five, and even ten years res
pectively.



397 Estate Duty Bill 11 AUGUST 1953 Estate Duty Bill 598

It will also be helpful, in most 
oases, to accept duty in kind, 
instead of insisting on cash, as it 
will be simply impossible for the as- 
sessee, chiefly a minor or a widow, 
to find a market for his or her pro
perty. with the result that, it will 
have to be given away even for less 
than half the price. The Govern
ment should also consider the question 
of exempting dwelling houses, in 
clause 32, for sentimental reasons, or 
at least, to save the family from being 
forced to live under a tree, or in a 
park, under the bridges or on the 
pavements.

I understand that this Bill has been 
introduced to catch the very rich few* 
such as princes and others. If they 
are caught, well and good, but 1 am 
afraid, and I am sure about' it that 
instead of the rich, the middle classes 
will be affected by it. These will suffer 
extremely with the result that they 
may begin to feel that they are being 
wronged by the Government. So. il 
we are to copy and follow the much 
more advanced countries by introducing 
this Bill, we must, in my opinion, copy 
and follow the other parts of their poli
cy as well. It is good to copy 
things, but then we must copy 
them in every way. I under
stand that even other countries are 
not finding this Act very satisfactory 
now. To make this Bill a success, 
and to gain people’s confidence ind 
goodwill, we must provide them with ' 
comprehensive advantages for econo
mic and social security against un
employment. old age, sipkness. widow
hood. infirmity, and other such posi
tive benefits that are made available 
to every man, woman and child in 
those countries. When such security 
and amenities are guaranteed, our 
people >yill not think of merely mak
ing money and keeping it for a rainy 
day. ’I'hey will become less corrupt 
and miserly, more honest and useful 
to the society, and will be able to 
serve their country and kind with 
greater enthusiasm. I have noticed 
in other countries people easily «*o- 
bperate with their Governments and 
are helpful, sacrWcing, considerate, 
etc., towards their country, and abide

by their laws, in spite of i>aying more 
than half their income in different 
forms of taxes. It is simply becaase 
they are made to feel secure by being 
given the above-said facilities. If a 
man’s mind is free from anxiety for 
his own and his family’s security, he 
will naturally be a more useful and 
better citizen, and less of a money- 
hoarder. So it is very necessary to 
make prcÂ isions, on the lines follow
ed by Great Britain, the United States 
of America and even Russia, so as 
to enable those who will be reduced 
to a miserable plight by means of this 
Act, to keep their body and soul to
gether. Otherwise, it will be like put
ting the cart before the horse.

I want to point out one more thing 
that I find other Members have net 
touched. We have to consider the
security of our culture and traditions, 
relics and monuments also. With
such a low exemption limit, as in
clause 34, tHere will be no chance of 
augmenting or even maintaining them. 
We already hear of the fate that our 
fine libraries and treasures are facing 
today. This Bill will completely crip
ple them, as no one will be rich 
enough to take interest in the heri
tage we once were so proud of and 
which was greatly admired even by 
the foreigners. All of these will tend 
to become a thing of the forgotten 
past.

Today we are rehabilitating the 
homeless, but those with some land 
and a home are being deprived of
what belonged to them since genera
tions, with the result that people are 
becoming desperate, with no security 
or surety of any kind, which is not 
a healthy sign for a free country and 
a secular State with self-rule. So 
great care will have to be taken all 
along about what laws we introduce 
to avoid an unpleasant result of not 
paying heed to people’s reasonable 
demands and grievancejs.

Sbri S. S. More: Sir, this particular 
measure, which even some af the 
Members from the Opposition weir 
come and support, has a two-fold ob
ject. One is the fiscal object, and the 
other the social object. In the State
ment of Objects and Reasons it has
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been stated that the existing inequa
lities in the distribution of wealth 
have to be corrected or recti
fied to some extent by this particu
lar measure. We feel that taking into 
consideration the conditions and the 
experience of other countries where 
such measure has been in operation 
for more than half a century, this 
particular social object of ^r^ucing 
the economic inequalities will not be 
so successfully achieved. We feel 
that Government ought to have taken 
courage in both hands and gone fur
ther. At least, I am one of those who 
feel that in the light of our Constir 
tution which promises equal oppor
tunity for all. even inheritance ought 
to be discontinued, so that the sons 
of a rich man with colossal property 
and the sons of a poor man at least 
shall have equal opportunity to begin 
their life. But, unfortunately, inheri
tance is maintained. Th» rich people 
are allowed to inherit the property of 
their ancestors, subject to certain res
trictions as provided by this particu
lar measure.

But I do not want to be rather ex
treme in my expectations about the 
present Government. I do recognise 
that the Congress had promised in the 
preamble of the Karachi Resolution 
that when political freedom came, that 
Dolitical freedom must ripen into eco
nomic freedom and political equality 
must develop into economic equa
lity. In the light of that promise, 
this is an attempt to go in that direc
tion, though not to our satisfaction, 
and to that extent I welcome this 
measure.

As far as the rates of levy under 
this measure are concerned, clause 34 
provides that they will be fixed sub
sequently by an Act of Parliament, \ 
Of course, many Members have been 
Insisting that Government ought to 
have placed their cards on the table 
and even in this measure incorpora
ted the rates of assessment as far as 
estate duty is concerned. But I know 
the Finance Minister is a shrewd 
gentleman who wants to make this 
measure as acceptable to all the 
•ectlons of the House as possible. If

he really came out with his rates, 
possibly some of his present supporters 
would disappear, and, therefore, he is 
not prepared to take that risk. I am 
also reminded of a proverb: ‘A dog 
barks ere he bites*. Of course, the 
Financq Minister will excuse the 
analogy, but he is just showing his 
teeth by bringing in this measure. 
Possibly the biting will have to be 
done by another piece of legislation 
and possibly then many Members 
will realise the sharpness of the teeth.

Mr. Deputy-Sfpeaker: There is
what is called Heenopamana in Sans
krit. There are many ways of having 
analogy. But, as far as possible, hon. 
Members will try to raise the level of 
the analogy. ,
1 P.M.

Shri S. S. More: A dog is a very
faithful animal. Government mem
bers are also supposed to be very 
faithful. In that respect, Sir, my 
analogy is very apt.

Shri V. 6 . Deshpaade (Guna): It is 
very watchful.

Shri S. S. More: Then I suppose to 
address my remarks to some of the 
provisions. But before I go to the 
particular clauses. I must again refer, 
and try to refresh the memory of the 
Finance Minister, to the points which 
I raised when I first spoke, when 
this measure was taken up on the 
floor of the House. On that occasion, 
I was particular to refer to the case 
of the privy purses of the Princes and 
their colossal property. I was also 
particular to refer to some of the ar
ticles of the Constitution and to some 
of the covenants which the Govern
ment of India were forced to enter 
into with these Princes in order to 
secure the merger of their different 
States. But much water has flowed 
since then. When I spoke first on 
this particular measure. I expressed 
my apprehension in as clear terms as 
possible, that in the light of th§ par
ticular articles of the Constitution and 
the different terms of the agreements, 
the privy purses and the private pro
perties of the Princes would not be



6oi Estate Duty Bill 11 AUGUST 1963 Estate Duty Bill 602

amenable and would not be subjibt to 
ibis particular taxation. So in this 
Bill as has emerged from the Select 
Committee, though to a query by one 
of the members the Finance Minister 
was kind enough to say that the Prin
ces would have to be subject to this 
levy, unfortunately that point is noti 
made out so as to leave no room for 
any doubt. They should have had a spe
cific clause at the relevant place in this 
particular measure saying that for the 
purpose of removing doubts, it is laid 
down that , the privy purses and other 
private properties of the Princes will 
also be property in the sense in which 
it has been defined in this particular 
enactment. Possibly, the Treasury 
Benches may say that it is a matter 
for interpretation. As far as we are 
concerned, we are clear in our mind 
that this particular measure is com
prehensive enough to embrace even 
the Princes. But I think it is much 
better to err on the safer side, and 
particularly when there is the fearful 
possibility of the largest fish—I mean 
the sharks—escaping from your hands, 
it is much better to err on the side 
of superfluity and be very specific in 
your declaration that we do Intend to 
subject all the Princes to the imposi
tion of this particular I^y7 This sort 
of declaration has been made by Gov
ernment on one particular pointful 
refer to the explanation to clause 7 
On page 5:

“For the removal of doubts, it 
is hereby declared that the holder 
otSiSthanamis neither the holder 
of an office nor a corporation sole 
within the meaning of this sub
section” .

If they thought it advisable and ne
cessary to make such a declaration in 
the case of a Sthanam, why do they 
not do the same thing and make a 
similar declaration in the case of 
Samsthanams? They ought to make a 
similar declaration and if that sort of 
declaration is made we shall be on 
more secure ground. I do appreciate 
the apprehensions of the industrial 
magnates. Of course, they are doing 
their best to wriggle out of the whole

thing. If we read the minute of dis
sent which has been appended to thiA 
report by Shri Tulsidas Kilachand we 
can very well see how they are fight
ing tooth and uail to sabotage tiie 
whole scheme of estate duty. But, 
at the same time we must give an 
assurance to the industrial magnates 
that we are not discriminating only 
against them. We are also equally 
anxious to rope in other fat rams and 
our knife is not only meant for the in
dustrial or commercial interests but 
our knife, the sharp knife of the 
Finance Minister, is also designed and 
sharpened to go against the fat rams 
of the feudal lords.

Shri V. G. Deshpande: Now, he says 
that the Government is a butcher.

Sliri S. S. More: Then I would come 
to the particular clauses. Before that, 
I must preface this discussion of the 
Bill with a general demand. Our 
eminent lawyer, Mr. Chatterjee, has 
very frankly confessed that some of 
the clauses are very terse and they 
defy easy interpretation. Simplicity 
is not their virtue. I can at least 
confess the same way. Take for ins
tance clause 11 which has been point
ed out by Dr. Krishnaswami. I need 
not go to other clauses. I think if 
anybody wants sure headache he can 
go to the clauses and his desire will 
be satisfied. I have done my best 
to fathom into it but it is as difficult 
to fathom the meaning of these clauses 
as it is difficult to fathom the smiles 
of the Finance Minister. He smiles 
in an Inscrutable manner and on many 
occasions he legislates also in an in
scrutable manner. I believe he seems 
to be briefed by the lawyer class. If 
this measure is brought on to the 
Statute Book..........

Mr. Deputy-Speaker: The bon.
Member belongs to that respectable 
community.

Shri S. a  More: So. Sir, I can speak 
with better experience and authority. 
My fears are that if this Bill is placed 
On the Statute Book, a crop of cases, 
a bumper crop of cases would be the 
result. This measure is designed 
against the rich and the rich people
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have long purses enough to purchase 
the best intelligence in the country as 
far as the interpretation is concerned. 
Every time we will have to go to the 
English statute. Possibly, the result 
will be that after a protracted trial 
extending over years, possibly the Sup
reme Court or the final tribunal as 
visualised In clauses 62 <ind 63, will 
come to the conclusion that the mean
ing of property is not clear and that 
a particular species of property is not 
covered by the definition of property. 
Some of the clauses will have to be 
redrafted and recast. It is no use 
bodily lifting the clauses from the 
English Statute Books because there 
they have become the subject of a 
long line of judicial decisions. We 
are treading on new ground. There
fore, I would rather request the hon. 
Finance Minister to recast these 
clauses and not to keep them in the 
terse form in which they are. They 
should be recast with simple human 
meaning which we, with our limited 
intelligence, can grasp completely. 
This legislation is not meant only for 
legal luminaries or legal practi
tioners. The average man who is like
ly to be subjected to the imposition 
of the levy must know where he 
stands. If he reads these provisions, 
he will not know what particular pro
perty will be subject to imposition 
and what will be exempted. There
fore, simplification of the language is 
the first requisite that I would urge 
upon the attention of the Finance 

- Minister.

Then, in clause 5 it is mentioned:

“In the case of every person 
dying after the commencement 
of this Act, there shall, save as 
hereinafter expressly provided, be 
levied and paid upon the principal 
value ascertained, as hereinafter 
provided, of all property...........”

The word ‘property’ has come in
this clause. Now, in the definition 
clause property *is defined as follows:

“ ‘property includes any interest 
in property, movable or immova
ble, the proceeds of sale thereof 
and any money or investment for 
the time being representing the 
proceeds of sale and also includes 

. any property converted from one 
species into another by any me
thod.”
This definition, barring the amend

ment made by the Select Committee 
is taken from the English statute. If 
we go to the <̂ ase law there, this de
finition of property has been extended 
to include even future actionable 
claims. Supposing, a man dies not 
on account of natural causes but by 
meeting with an accident;,he is knock
ed down by some motor and the 
motor happens to be a rich man's car 
and the driver of the motor was neg
ligent in driving and there
fore, the death was duo to an 
actionable tort. What will happen? 
The man dies and the right of suing 
for the death caused survives to the 
heirs. What will happen to this sort 
of right? Will it be treated as an 
actionable claim in the interest of the 
deceased or will damages secured by 
the successors after fighting in the 
courts be treated as their own acqui
sition? For ready reference, I would 
rather refer the Finance Minister to 
Green, Volume I, where he has given 
different species of properties.

There is another definition, as far as 
the word ‘property' is concerned. 
Under the Transfer of Property Act 
we have got some limited definition of 
property but that is not enough for our 
purposes. Therefore, I would again 
bring to the notice of the Finance 
Minister a definition given under the 
English Conveyancing Act which is 
more comprehensive than the defini
tion that we have in this particular 
enactment.

“Property includes real and 
personal property and any debt 
and anjrthing in to d  and any other 
right .or interejst in the nature of . 
property whether In possession or 
not.'*
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I believe that this definition given 
under the English Conveyancing Aci 
is much more comprehensive and ic 
covers a larger area and even actiona
ble claims which I mentioned. But, 
if we allow the present definition to 
go unamended and made without being 
more elastic and comprehensive, pos
sibly the particular instance that I 
have quoted above, a sort of action
able claim or claim for damages will 
not be covered by this particular de
finition.

Then. I come to clause 7. Clause 7 
is also a bit difficult to interpret. This 
complaint about its resistance to easy 
interpretation will be a common com
plaint and I have to say that under 
this and some other provisions the 
Finance Minister and the Govern
ment should see that proper illustra
tions are given in order to elucidate 
the meaning of the enactment.

In the British Parliament it is not 
the practice' to give illustrations in 
“ny enactment. But. on certain oc
casions, even they have gone beyond 
their usual oractice. barticularly under 
the University Elections Regulations 
when the single transferable vote had 
to be explained. They were oartiru- 
lar to give iUustratioos to Virow more

light on the actual meaning of the pav* 
ticular section. As far as Indian legis* 
lation is concerned, we do not ob
serve any such taboo. Our Evidence 
Act, for instance particularly the first 
few sections up to 33 or 35 are very 
terse and no one can understand the 
significance of these sections, the scopci, 
and ambit of these sections unless 
illustrations â  ̂ also studied. Even 
under the Penal Code some illustra
tions have been given to clearly speci
fy and distinguish the offences con
templated in the body of the sections.
I will frankly confess. Sir, that when 
I could not follow particular clauses 
in the report of the Select Committee,
I had to go to the original Bill. The 
notes on clauses where some of the 
illustrations are given were very use
ful and enabled me to grasp the exact 
meaning of the section. If apt illus
trations are given under particular 
sections, we shall be in a position to 
get more light on the abstruse form 
of that particular section.

Mr. Deputy-Speaker: The hon. Mem
ber may continue his spcech to
morrow.

The House then adjourned till a 
Quarter Past Eight of the Clock on 
Wednesday, the 12th August, 1953.




