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HOUSE OF THE PEOPLE
Tuesday, 8th July, 1952.

The House met at a Quarter past Eight 
of the Clock.

[ M r .  D e p u ty - S p e a k e r  i n  th e  C h a ir ]

QUESTIONS AND ANSWERS
(See Part I)

9-15 A.M.
ESSENTIAL GOODS (DECLARA
TION AND REGULATION OF TAX 

ON SALE OR PURCHASE) BILL

Mr. Deptuy-Speaker: The House
will now proceed to legislative busi
ness: Further considaration of the 
following motion moved by Shri C. D. 
Deshmukh on Wednesday, the 28th 
May, 1952, namely:

“That the Bill to declare, in pur
suance of clause (3) of article 286 
of the Constitution, certain goods 
to be essential for the life of the 
community, be referred to a Select 
Committee consisting of Shrimati 
B. Khongmen, Dr. Ram Subhag 
Singh, Shri Tulsidas Kilachand, 
Acharya Shriman Naravan Agar-
wal, Shri P. T. Chacko, Shri B. 
Das. Shri Gurmukh Singh Musaftr, 
Col. B. H. Zaidi, Shri S. V. L. 
Narasimham, Shri S. V. Rama-
swamy, Shri G. D. Somani, Shri
mati Sucheta Kripalani, Shri Raja-
ram Giridharlal Dubey, Shri 
Keshava Deva Malaviya, Shri Arun 
Chandra Guha, Shri Liladhar 
Joshi, Shri Balwant Sinha Mehta 
Shri Dev Kanta Borooah, Shri 
Sarangadhar Das, Shri Mahavir 
Tyagi, Shri M. V. Krishnappa, Dr. 
ShaukatuUah Shah Ansari, Shri 
N. R. M. Swamy and the Mover 
with instructions to report by the 
nth July, 1952.”
Mr. Gurupadaswamy was on his 

legs.^^PIe will continue.
88 P.SD.
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Shri BIS. GomiwcUswaiiiy (Mysore): 
This Bill looks like a  very simple one, 
but it is not so. This Bill has been 
prepared according to certain provi
sions of the Indian Constitution, and 
according to the provisions, certain 
goods may be declared as essential. 
Accordingly, the authors of th3 Bill 
have declared certain articles as 
essential to the community, because 
these articles touch the living of the 
community very much.

This Bill, though it looks very sim
ple, has got far-reaching implications 
and I may say, sinister implications 
too. I will presently say why it is so. 
According to Article 287 of the Indian 
Constitution, exemption is to be made 
in respect of taxation with regard to 
electricity consumed by the Govern
ment of Irdia for various public pur
poses. This article also exempts 
electricity consumed for the construc
tion, maintenance and operation of 
railways. And article 288 provides 
exemption in respect of \^ te r and . 
electricity used for regulaiing and 
developing inter-State river and river 
valley projects. In the schedule, the 
authors of the Bill have included 
electric energy except energy intend
ed for domestic use. The Constitution 
itself provides exemption from taxa
tion with regard to electricity used for 
public purposes, and what is the re
maining pur|)Ose now which has been 
left over for taxation? I infer electric 
power consumed by private industries 
is left over, and also electricity for 
domestic use. These are the only two 
cases wherein taxes may be levied. 
With respect to other purposes taxa
tion cannot be levied on electrici!y 
because it is provided so under the 
Constitution. Here under the schedule 
electricity used for domestic purposes 
has been excluded. It can be taxed. So, 
the inference is the Government wants 
to exempt electric power used for 
private industries. This is the only 
inference that we can draw out of this.
If it is the intention of the Govern
ment to exempt electricity used for 
private industries from taxation, they 
could have clearly stated in the
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schedule that we are going to exempt 
electricity used for private industries 
from taxation. Instead, they have 
taken a very round-about method, they 
are manoeuvring so to say, through 
back-door to bring this matter under 
exemption. They have not clearly 
stated here, of course, that they are 
exempting electric power used for 
private industries from taxation, but 
it means that. In the ultimate analy
sis, ihe purpose and the intention of 
the Government is to exempt electric 
power used for private industrial pur
poses from taxation. I am not taking 
any objection to this. If the Gov^n- 
ment is so desirous to give a helping 
hand to private industries, let them do 
it; but why should they take a circui
tous route? Why should they adopt 
this back-door method of bringing th^  ̂
matter in a different way and in a 
different manner with a view to hood
wink the Legislature and the people? 
This is not democracy.

Mr. Deputj'Speaker: There is too 
much of noise in the House.

Shri M. S. Gampadaswamy: Any
thing that is done by the Ministry, 
anything that is included in the 
Bill should be done openly. There 
should not be any secrecy, any 
manoeuvring or indirect method 
employed. So, I appeal to the hon. 
Minister to make a clear state
ment, because it is very fundamental 
to know whether it is the intention of 
Government to exempt from taxation 
electric ]|pwer used for private indus
tries or whether it is not the intention 
of Government to exempt it.

I may also state that I do not know 
why. what special reasons there are, 
to exclude electric energy used for 
domestic purposes. After all we are 
aware that electricity is very largely 
consumed by the middle classes. It 
is only the middle class families who 
feel very much hard hit if they are 
taxed. So, I feel that electric energy 
used for domestic purposes may also 
be included in the schedule.

I was saying the other day that 
certain other items also should be 
included in the exemption list. I said 
that grioundnut and handloom silk 
should be included, and Gur also 
should be included. Now I say a few 
more articles may also be included in 
the schedule because they are very 
essential to the life of the community. 
They are oilcakes and cotton seed. 
Cotton seed is very necessary for the 
cattle. Oilcakes also are very neces
sary for agricultural purposes, lor 
cattle feeding. And the agriculturist 
will be much benefited if these two

articles are not taxed. Further, chil
lies, pepper and tamarind are very 
essential articles of consumption, and 
they demand the attention of the Gov
ernment. They certainly demand 
exemption from taxation. Moreover, 
aluminium and copper also may be in
cluded in the schedule. After all, alu
minium and copper are articles which 
come under daily use, and if Govern
ment levies tax on these two articles, 
I think the living of the people, their 
Qost of living will increase terribly.

I beg of the Finance Minister to 
include these two articles also.

Further, fuel and charcoal are very 
essential for Indian families. With
out fuel and charcoal we cannot cook 
food. They are necessary every day, 
and it is very necessary, with a view 
to cut down the cost of living of the 
]>oor man and the middle class man, 
to exempt these two articles from 
taxation. I know that I am pleading 
for the elaboration of the schedule, so 
as to include some more articles. I 
know the consequences of such in
clusion in the schedule. It will curtail 
the power of taxation of the various 
states. Yet. because these articles are 
very essential to the life of the com
munity, we must include them for the 
benefit of the community.

There is one other item to whi^h I 
would like to refer. That is in the 
schedule, there is not much clarity. 
I would like to know whether cereals 
include rice as well, whether pulses 
include gram also. I would request 
the hon. the Finance Minister to clari
fy these points.

The Bill is going to a Select Com
mittee, and will come back for dis
cussion again in this House. I would 
only submit that the hon. Finance 
M inist^ should take care to see that 
the drafting of the Bill may be chang
ed for the better. The Bill is too 
ambiguous in certain parts, while it is 
not very clear in other parts. I would 
only conclude by saying that electrical 
energy is also a thing which requires 
che immediate attention of the Select 
Committee and the hon. Finance Minis
ter, so as to be included in the Bill. 
With these words I close.

Mr. Deputy-Speaker: Some hon.
Members are new to this House. I 
would like to tell them that so far as 
a Bill is concerned, there need be no 
scramble for speaking. Every hon. 
Member will catch my eye. It is only 
a question of order and of regulating 
the debate. Until the closure is moved 
and until I am satisfied that there 
has been sufficient debate, I shall see



m i EMMentkal Goods

that there is no curtailment of the 
freedom' of hon. Members to talk. 
Hon. Memtjers may ^peak for 15 
minutes or even for 15 hours. It Is 
entirely left to the House. I shall be 
calling one hon. Member after another. 
First, I shall call upon Mr. Rama Rao.

Dr. Rama Rao (Kakinada): While 
agreeing with the Bill in general, I 
beg to submit two points only for the 
consideration of the House. The first 
is that while declaring certain goods as 
essential, the general principle should 
be that we should not include goods 
used by capitalists. What I mean is 
that you should not give cause for 
capitalists 1o escape taxation under 
this guise. •  Exclusion from the 
schedule of the Bill does not immedia
tely mean that such articles should 
come in for positive taxing. The 
Stales must also have some scope for 
taxation. As it is, we know,—I think 
the hon. Finance Minister himself 
would be knowing it better—that 
every State is hard put to find money 
for essential schemes like Health and 
education. If we increase the number 
of exempted articles in the schedule, 
we only limit the sourccs of income 
for the States. For ins ance. we have 
coal, iron and steel in the schedule. I 
cannot see how these are essential for 
the poor people. I think the object of 
the Bill as a whole is to protect the 
interests of the people who cannot 
])ay any taxes. If you exempt iron 
and steel, motor spirit, petroleum etc. 
only the rich people and the capitalists 
will be benefited by such a measure, 
they will save themselves some more 
money, depriving the States of their 
sources of income. Thus if we have 
a long list of articles in ll:e schedule, 
we shall only have too much of cen
tral dominaiion over the financial re
sources of the States. So, I would re
quest the hon. Finance Minister and 
also the Select Committee to consider 
very carefully what goods are essen
tial to the community. It is however 
a difficult thing. For most of us, so 
many goods are essential. Can any 
one say that a fountain pen is not 
essential? As I understand it, the pur
pose of the Bill is to save the vast 
majority of the poor people from 
heavy taxation. So I raise objection 
to including articles in the schedule, 
which will benefit only the capitalists.

For ins lance, in the case of flower 
seeds, bulbs, and plants, tl^ere cannot 
be much revenue ^rom these thiifts. 
They may be essential articles to me 
and the hon. Finance Minister, but for 
the poor man hi the s rtet, they are a 
luxury, and not essential.

8 JULY 19&2 {DeclamtvonafudReoiila- S872 
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Again under item No. « in the 

schedule, I would suggest that tractors 
might be excluded from the term 
‘agricultural machinery and imple
ments.’ Most agriculturist} are poor; 
even the middle class agriculturists do 
not use tractors. Those that can use
tractors are in a position to pay the
tax. At any rate, if tractors are ex
cluded from the schedule, the States 
may have the option or the chance to 
tax those people that can afford to pay 
the tax. I would not like to go into 
details here. I would only say that 
the question of taxation of co-opera
tive farms etc. should be left to the 
option of the States concerned.

My hon. friend Mr. Gurupadaswamy 
pleaded for including aluminium and
copper also in the schedule. At this
rate you will have a large number of 
articles in the schedule, and there is 
no limit to their number. However, I 
would like to add edible oils and oil 
cakes also in the schedule. Every 
poor man has to us2 oil for cooking, 
whatever oil that may be, whether it 
is gingiley oil, cocoanut oil or ground
nut oil, or mustard oil. Oil-cakes are 
used for cattle and also as manure for 
the fields.

In conclusion, I would request the 
hon. Finance Minister to consider these 
suggestions so as not to allow people 
who can aff*ord to pay taxes to escape 
taxation under this Bill, and also not 
to put too many restrictions on the 
States’ power of taxation. If you do 
so, you will find it to your own cost, 
that they will come and sit on your 
head.

Shri Nate^n (Tiruvallur) : The hon. 
Finance Minister has observed in 
the Statement of Objects and Reasons, 
that the Bill, if enacted, may help to 
achieve a certain measure of uniform
ity in the taxes, and also prevent es
sential goods being unduly taxed. I 
cannot understand how this uniform
ity is to be brought about. In Madras 
State, there is sales tax at every stage 
for foodgrains. In the Uttar Pradesh, 
there is tax on mill-made coarse and 
medium cloth. In the West Bengal 
coal and coke are being taxed. In 
Madhya Pradesh, mill made coarse and 
medium clo.h are taxed. The same is 
the case in Delhi also. How can you 
bring about uniformity in taxes, be
cause this Bill is intended to cover 
only State laws enacted after this Bill 
comes into force? I believe, the hon. 
Finance Minister has stated in Parlia
ment that according to the legal advice 
tendered to Government, this Bill can
not have any retrospective effect. If 
that is so, certainly uniformity in 
taxation cannot be obtained. The heti
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best thing that can be done would be 
to adviae the States to see if what 
laws they have passed already cannot 
be relaxed or cannot be withdrawn 
now. I am glad that some hon. 
Members referred %o the domestic 
consumption of electricity being 
brought under the purview of this
Bin.

Hr. Depotj-Speaker: Exempted
from this Bill.

Shri Nalesaa: No. Sir. Electricity 
for domestic consumption is now ex
cluded here in the schedule. The 
schdule says:"..-except energy intend
ed for domestic use**. 1 want that also

* to be included in the Bill so that they
may get exemption from sales tax.

Now electricity for domestic use, as 
I said, is an essential article for the 
urban middle class and the lower 
classes. I am myself interested in the 
electricity industry in South India 
an^ we have been inducing the small 
people in the rural areas to take to 
electricity. We have given them what 
we call th^ ‘assisted wiring scheme’
by which the small man was going 
in for electririty That has help*3d 
him a great deal The lower middle 
class people do find that electricity is 
really useful—shopkeepers, small 
agrif^turists and the small man who 
uses the agricultural pump. Althoui^h 
electricity intended for industries is 
exempted, he has also got a couple 
of lii^ts on and it is very unfair to 
get money from these poor people. 
S ir  apart from that.....

Mr. Deputy’Speaker Agriculture is 
exempted.

Shri Nateaaft: Exempted. But the 
agriculturist has one or two lights for 
domestic use. Under planning, we 
give so much importance to electricity 
and we want to improve the lot of the 
aiasses. Now, that is a very impor
tant thing, as good as kerosene oil. for 
the poor man. So I am particularly 
anxious that electricity for domestic 
use should be brought under the pur
view of this BilL

There are several other things men
tioned in the Schedule. There is no 
need for a number of things being 
brought under this BilL I only want 
to know how uniformity can be ob
tained because already a number of 
States have got their own sales tax 
and this v*Ul not have retrospective 
effect. I should like to have an ex
planation frm i the hon. the Finance 
Minister how this can be solved and 
I would like to be assured that electri

city for the amall man is not taxed 
and is brought within the purview of 
this Bill

Shrl A. M. n m a a a (Emakulam): 
After having heard several Members on 
this Bill, including the hon. Member on 
the opposite side, Mr. Rao. 1 feel it my 
duty to point out the danger into 
which several Members have fallen. 
Sir, sales tax is an essentially State 
subject. The State L ist item No. 54, 
refers to taxes on the sale or purchase 
of goods other than newspapers. Ever 
after the introduction of sales tax in 
Madras when Sri Rajagopalachari
was the Premier for the first time—in 
order to cover the los%consequent on 
the introduction of Prohibition.—it was 
copied by many States, gradually, 
and with the taking over of the more 
elastic sources of income by the
Centre sales tax has now become, so 
to say. the mainstay of the finances of 
almost all the States. In the majority 
of States, the multi-point scheme of 
taxation has been adopted. Bombay 
was the notable exception. But. Sir, 
Bombay also is now following the 
other States in this matter and that 
State Government has now proposed 
the introduction of the multi-point 
tax in spite of the oooosition from
various trade organisations. Why,
Sir. so much of insistence on this un
popular measure? Because, as I 
stated before, it has to be resorted to 
as the mainstay of the finances of the 
States. A notable recommendation 
in the Krishnamachari report was in 
the direction of States like Travan- 
core-Cochin developing their financial 
resources, by getting additional reve
nue in  the form of sales tax. It ha.s 
been stated on page 16 of the Krishna
machari Committee Report:

“The various provincial taxes, 
fees and duties in these Si ales 
should be raised gradually to the 
Madras level. This applies es
pecially to sales tax which has 
only recently been introduced in 
Travancore. The practicabiUty of 
levying differential rates of sales 
tax higher than the normal 
throughout the Travancore-Cochin 
Union upon articles which are not 

to internal customs duties 
should be investigated, the object 
being to secure additional sales 
tax revenue from these articles to 
an extent which will substantially 
make g ^ the loss resulting from 

abolition of those duUes in 
^ a v a n c o re ”.

Impoiei restricUons 
on the otherwise unrestricted power
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of the SUlet in th« matter of imposing 
saks tax, under article 286. The 
legislation in hand aeeks to exercise 
the powers vested in this House under 
article 286(3). Article 286(1) says: 
**No law of a State shall impose or 
authorise the imposition ot, a tax on 
the sale or purchase of goods where 
such sale or purchase takes place 
outside the States or in the course of 
the import of the goods into or export 
of the goods out of, the territory of 
India*'. Now, as against the trend of 
discussion here to enlarge the sche
dule, I would submit that it must be 
reduced to the lowest possible extent 
I may noi oe untlerslood as advoca
ting sales tax on the absolute neces
saries of life. 1 would join with my 
hon. friend, Mr. Rao, when he said 
that it IS a matter wftich must be left 
entirely to the discretion and the good 
sense of the States concerned. My 
point is that the States must be most 
concerned in the matter of the regu
lation of the burden of this tax. having 
regard to the circumstances obtaining 
in each State.

Now for example, I would have 
liked personally to include in the 
schedule attached to this Bill coir and 
coir ^oods, having regard to the de
pression in tne coir muastry obiainmg 
in our part of the State. But, the 
argument that these are matters which 
must be left to the States concerned 
gains strength fcDm the fact that in 
Travancore-Cochin, having regard to 
the depression obtaining in that State, 
the State has now stayed the collect
ion of sales tax on coir and coir goods. 
In 1951-52. by the imposition of sales 
tax on roir and coir goods that State 
realised Rs 2. 1^534 which is not an 
insignificant amount as far as that 
State is concerned. However, having 
regard to the circtinastances obtaining 
in that State, it has now thought fit 
to stay the collection of sales tax on 
these articles. So that my point. Sir, 
is this, that this is a matter which 
must be left to the discretion of the 
States concerned.

Under the interpretation put by the 
High Court*; t)t some of the States 
such as Travancore-Cochin, a subs
tantial portion of the sales tax which 
is now being collected by the States 
has been held to be illegal collection. 
The matter is now pending decision 
before the Supreme Court. So that 
is all the more reason why we should 
not put fetters on the discretion of 
the State Governments. Under the 
Constitution, we have given powers 
to the States concerned in the matter 
of "he imnosition of sales tax. What 
we have given by one hand, I submit, 
should not be taken away by the 
other hand. So I emphasise this aspect,

that the list must be circumscribed 
to the minimum possible extent and 
not at all enlarged. I have also got 
my own doubts on one of the points 
raised by my hon. friend who spoke 
last as to how uniformity can be 
achieved by cataloguing certain 
articles in this list, fiowever, since 
the (Constitution has laid down that 
certam articles essential to the life 
of the community should be left to 
this House tc b e  decided it should be 
left to them to decide what those 
articles are, I therefore accept the 
principle of the Bill. At the same time 
I emphasise this aspect, that the sche- 
jdule to the Bill should not be enlarged ̂  
to any extent

Shri Joachim Ahra (Kanara): We 
congratulate the Finance Minister for 
having brought this Bill which is not 
a day too soon. On the last occasion 
he brought the Bill in regard to sales 
tax on advertisements when the 
Centre took over the power from the 
provinces which were rampantly 
imposing taxes on newspapers—either 
on their sales or on advertisements. 
The tax in regard to newspapers was 
very hotly oooosed by the newspap>er 
industry—by the men who run news
papers. by the men who control them, 
and by all the men who keep their 
papers going with great difficulty in 
the face of enormous costs of produc
tion and the boycott of some particular 
journals by the Anglo-American bloc 
in regard to advertising. We are very 
happy that last year the Finance 
Minister took over all these powers by 
which the Centre alone will have the 
authority to impose tax on the sale 
or on the advertisements of news
papers. Some of the newspapers, 
including my own, are still suffering 
from the ravages of the advertise
ment sales tax, which perhaps has 
been imposed to benefit some schemes 
which are neither very happy nor 
fruitful nor lasting in their effects 
The ravages of the sales tax +iave 
been very extensive in the States and 
I am glad that the Finance Minister 
has taken powers in the shape of 
curbing the propensities of the States 
for imposing these taxes. Psyrtiolo- 
gically an individual citizen in a State 
does not mind yielding an ounce of 
grain or perhaps a bit of cloth, but 
he may hate to pay the tax. If you 
look into the history of the States in 
regard to the taxes that are imposed, 
the whole story is very interesting 
As my hon. friend who preceded me 
said, the tax was started in Madras by 
Shri Rajagopalachari to cover the de
ficit created by prohibition, and there 
they imposed sales tax right from the 
start, from the production stage up to 
the last stage on food grains. This 
pinched the poor man in the rural areas

8 JULY 1952 (Declaration and Regtda- 337^
tion of Tax on Sale or Purchase)

Bill.



n i l Jtam lial Goodt 8.JI1LY

[Sbri Joachim Alvm]
wad the coniumer t te  poorest man 
residing In the citgr. The history of 
the sales tax Imposed b r the various 
States Is verqr interesting. In Madras, 
onlj very few articles like cotton, 
cotton yam» htndloom cloth, hides 
and skins are exempt from sales tax. 
In Uttar Pradesn. mill-made coarse 
and medium cloth and agricultural 
machinery are still subject to tax. In 
Bombay, cooked food costing one 
rupee for a single meal is subject to 
tax at half an anna in the rupee. I 
do not know why only males are sub
ject to this tax and why females are 
not subject to i t The tax on cooked^ 
food is wrong. In West Bengal, al
though under the Bengal Financx- and 
Sales Tax Act, 1941, liberal exemp
tions were Riven, the exemptions were 
ater withdrawn in the case of such 
essential articles as oilseeds. dh!>Us, 
lungis^ garies, coa:- and coke. Iresh 
fruits, hanrtloom rroth etc. The rate 
of tax in West Bengal is 9 pies per 
rupee. In Madriva HrAdesh. mill made 
c'oarse and medium cloth. agricuUtiral 
machmery, coal and coal derivatives 
are subject to tax at the rate of 6 pies 
per rupee. Of course, as regards 
Bihar, my friends from Bihar are 
perhaps a little worried tliat Bihar 
may loee the right of imposing sales 
tax. Although it is not my business 
to point out what is happening in 
Bihar, in that State they are imposing 
sales tax on raw materials which are 
essential for the production of very 
useful goods.

Now, Sir» the rates of taxes paid on 
very Important articles produced in 
India r ii^ t from the production stage, 
prior to that the stage of storage in 
godowns, up to the final distribution 
stage, are indeed enormous, and they 
amount to 20 per cent I am there
fore glad that the Finance Minister 
has b ro u ^ t this BUI not a day tpo 
soon in the sense that the Centre will 
take power In this regard and no 
State win be allowed to impose any 
tax before they take the approval of 
the President, so that the Centre will 
consider all the aspects of proposals 
which the States may make. I wel
come this BOL Comparisoiis are 
odious, but I may point out that even 
in Pakistan the Centre has reserved 
these powers in regard to sales tax 
to itself. We do not know how we 
came to have this rampant, chaotic 
state in the Staten in India. In order 
to support less useful schemes, less 
beneftdal schemes, they went cm im
posing taxes which hit every man, 
woman and child, as in Bombay, as I 
pointed ouU where a cooked meal is 
taxed at the rate of half an anna for 
every  rupee.

TM s m e a su re  Is to  go befoee th e

Select CommlMea. and before 1 ccnr 
elude, may I state one point for the 
consideration of that Committee? I 
and that Iron and steel and other 
materials required for construction of 
houses are included in the schedule. I 
do not know why tiles are not includ*  ̂
ed in the lis t Tiles are very import
ant for the ordinary man. Tiles are 
utilised In every rural area all over 
the country, and they are manufac
tured in a specific place in India 
South Kanara District which is re
presented by my hotu Friend Shri 
Shiva Rao and my hon. friend Shri 
Malliah. 1 was born there. Although 
I do not represent that constituency.
1 would suggest that the tile J,ndustry 
is an enormous industry and neither 
at the production stage nor at the 
distrttjution stage should they be 
harassed by this tax, and I do hope 
the Finance Minister in the Select 
Committee will ??ee that tiles are added 
to this .<;chodu!e.

Dr. P. S. De^ihmukh (Amravati 
East): The first point I would like to 
UT^e in coiinoction with this Bill is 
who her It is necessary or even proper 
for a Bill before this House to repeat 
the words and provisions of an article 
m the Constitution. In clause 3 of 
this Bill \vc have a verbatim repro
duction of a clause in the Cons.itution. 
What I would suggst is this. In fact 
I do not see the necessity for this Bill 
in this shape. All that the Govern
ment should have done was to declare 
what were the essential articles neces
sary for the life of the community 
which were to be put down for this 
purpose. A mere declaration that in 
the opinion of the Government and by 
a clause approved by this House th^ 
following ijs the list of articles which 
are considered as essential for the life 
of the community. The very decla
ration would have the effect that any 
legislation passed by State Assemblies 
would have had to be reserved for the 
assent of the President. This is one 
of the points which I would very 
strongly urge viz,, whether it is 
necessary to retain the clause in the 
form in which it has been put in the 
biU, and whether it woukl not be pos
sible to simplify it and have only a 
schedule so as to define what are those 
esaential commodittos.

P u d l l  ThakoF Das Bhargava
(Gurgaon) : Otherwise it Is an amend
ment of the Cooatitwtion.

Dr. P. 8. DeshmoUi: My hon friend 
even suggests that otherwise it 
amounts to an amendment of the Con- 
■titutkm. which will probi*ly ^  In
valid because that requirM a different 
procedure altocetlMr.

1992 IDtelatatipn and Regula-
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Then the Bill does not mention the 
date of commencement; there is no 
clause raying when it will commence. 
Of course it might be presumed that 
it commences immediately. If that 
were so, what is going to happen to 
the enactments which are in force and 
to the various rates which exist in the 
different States? Many of my hon. 

.friends have already pointed out that 
rates vary and the commodities

also vary from State to State. It is
also correct to say that the Slate Gov
ernments were conscious of this pro
vision in the Constitution. A good 
many of the States were rather cau
tious in imposing these sales taxes 
and imposing them at a high rate, 
because they knew that some time or 
the other the Central Government
would pass a law curtailing their 
powers under article 286(3) and then 
they would probably be told that their 
rates were too high and they would 
have to be reduced. So. it is possible 
that, being conscious of the provision 
in the Constitution, many States did 
not go ahead with the imposition of 
sales tax in the way they would have 
liked while some have made hay. So 
I would like to know from the hon. 
Finance M inister as to what is going 
to happen to the existing laws, 
whether they can be modified as a 
result of the passing of this Bill and 
whether it is intended that there 
should be any interference with those 
enactments. The objects of the Bill 
as referred to in the Statement of 
Objects and Reasons in the last 
sentence in the first paragraph are:

“The Bill, if enacted, may help 
to achieve a certain measure of 
uniformity in the taxes, and also 
prevent essential goods being un
duly taxed.”

This seems to indicate, that certain 
taxes are justifiable. All that the 
Bill intends to do is to try and secure 
a measure of uniformity. Whether 
that uniformity would mean annuling 
or taking away the imposition of any 
tax whatsoever on certain commodities 
or not, appears to be doubtful.  ̂

Then, secondly this also indicates 
that there is no intention probably on 
the part of the Government to re
move the Sales Tax altogether from 
certain commodities because the in- , 
tention is merely to secure uniformity^
I would like, therefore, to know as’ to 
what is going to be done so far as the 
existing rates of sales taxes are con
cerned.

Mr. Deputy-Speaker: Existing legis
lation, I suppose, would not be affected 
by this. Is that the intention?

The Minister of Flaaaee (Shri C. 
D. Deshnmkli): That is the intention.

Dr. P. S. Deshmnkh: In any case
since the Bill has been referred to the 
Select Committee, that Conunittee 
should consider this point.

Mr. Deputy-Speaker: This will affect 
only future legislation.

Dr. P. S. Deshmiikh; There are two 
opinions expressed so far as the 
Schedule is concerned. There is a 
set of Members who think that the 
Schedule should be enlarged. There 
are also certain people like my friend 
who spoke just now Shri Thomas 
from Travancore-Cochin who says 
that the Schedule should be as restric
ted as possible. This difference in the 
view point of course depends upon 
the love one has for the State people 
on the one hand and people of the, 
whole of India on the other. I think 
it varies with our concern for the 
people as a whole and the people in 
the State alone. But iji any case il 
has become a very great grievance of 
the people that these Sales Taxes are 
working very harshly in many res
pects and many Stales are trying to 
make this as the mainstay of their 
financial stability. 1 think that if we 
could therefore enlarge this Schedule 
as much as possible, it would be 
possible indirectly to bring some 
reason to bear on the State adminis
trations which is lacking at least in 
some instances. I am, therefore, in 
favour of enlarging the Schedule and 
not ^restricting it.

Shri Molehaad Dube (Farrukha- 
bad Distt.—North) I do not find my
self in agreement with the draft of 
the Bill or of the Schedule attached to 
the BilL So far as the draft is con
cerned, my submission is that instead 
of reproducing Article 286(3) as 
clause 3 of this Bill, it should have 
formed part of the preamble. What
ever was intended to be said by 
Article 286. sub-Article (3) should 
have been mentioned in the preamble 
and this section 3 should not have 
formed part of the Bill.

I am also not in agreement about 
the name given to the Bill. The name 
given to the Bill is “The Essential 
Goods (Declaration and Regulation of 
Tax on Sale or Purchase) Act, 1952.” 
My submission is that the words in 
the parenthesis are superfluous and 
should be taken out altogether b ^  
cause if the substance of clause 3 is 
included in the preamble, it will be 
unnecessary to make the name such 
a long one as it has been made.
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Tbcn 1 have also to submit about 

the Schedule attached to the Bill. My 
idea is that the reason of enactment of 
Article 286(3) of the ConsUtuUon is 
that it wanted to restrict the power 
of the States to impose taxes on 
articles essential for the life of the 
community because in respect of every 
such commodity the Union will have 
an o\^ra11 picture about the supply or 
the shortage of that commodity 
throughout the Unlon» present before 
it whereas each State may have only 
a restricted view with regard to that 
particular commodity. Therefore this 
was left to the Union to determine as 
to whether a certain article was or 
was not essentia] for the life of the 
community mnd once that declaration 
was made. I take it the power of the 
States to impose any taxes in respect 
of those articles was in fact taken 
away by article 2B6, sub-article (3).

10
Therefore, m y«submission is that 

the first and the main thing that 
should havie been taken into consi
deration was whether the things in
cluded in the Schedule are in fact 
essential for the life of the community 
or not and the things that are essen
tial for the life of the community, if 1 
may say so. are food raiment, and 
shelter. These are the three things 
that should be considered. Now in 
the Schedule the first thing mentioned 
is **Ccreals and pulses in all forms, 
including bread and flour, including 
atta, maida, tuji and bran (except 
when any such article is sold m 
sealed containers).” I do not know 
what is the use and what is the object 
in view for adding the words “ (ex
cept when any such article is sold in 
sealed containers).’’ If an article is 
sold in sealed containers, will it cease 
to be food? Will it cease to be cereal 
or pulses in all forms. Including bread 
and flour, including atta, jnaidn, 9uji 
and bran? I do not quite sec what is 
the use of adding the words which are 
added in the parenthesis in clause 1 
of the Schedule.

Similarly in clause 2 it is said: 
“Green or dried vegetables and flower 
seeds, bulbs and plants and fresh and 
dried fruits, other than medickti pre
parations (except when any such 
article is sold In sealed containers).** 
I confess 1 do not see the use of mak
ing these exceptions about things Hold 
in sealed containers. It may be that 
I may not be aware of the reasons 
that have led the hon. Minister to in
clude these exceptions in the first two 
clauses. "

Then as regards the 9th clause fh 
the Schedule—Iron and steel—T sub
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mit that I do not quite understand 
what is meant by Iron and Steel only. 
1 do not know whether this is intended 
to include all their products or whe
ther this is not the intention. My 
submission is that iron and steel and 
all their products should be added in 
the Schedule.

Apart from that what I find is that 
food and raiment have certainly been 
taken into consideration ; but I do not 
think ‘shelter* has been accorded 
sufficient consideration. My submis
sion would be that bricks, tiles, cement 
and a^^bestos sheets should also 
be added. In the case of shelter we 
have seen that iron and steel would not 
be enough. All the things that go to 
help a man to construct a house for 
his shelter should be included in the list 
and the exceptions tha^ have been 
made in clauses I and 2 of the 
Schedule should be removed. This is 
all that 1 wish to submit in regard to 
the Bill and 1 hope the hon. Minister 
will take into consideration these 
things at the time of finalising it.

Shrl Syamaaadaa Sahaya (Muza- 
fTarpur Central): The legislation
which is receiving the consideration 
of this House is in pursuance of one 
of the Articles of the Constitution. It 
is a welcome measure indeed in so far 
as it gives effect to one of the provi
sions of the Constitution which when 
enacted had very good reasons behind 
it. Apart, therefore, from welcoming 
the measure we have to see how far 
it really gives effect to the spirit and 
the intention of the Constitution. An 
objection has been raised that the 
drafting of the Bill is improper in so 
far as it practically repeats the 
language of the Constitution itseif. 
f have great respect for the opinion 
of both Dr. Deshmukh and Pandit 
Bhargava, but even so I do not see 
where the harm lies, and how ii the 
language of a constitution so sacro
sanct as not to fc>e included in a Bill 
which particularly goes to fuini the 
object of that part of the constitu
tion? To say that it will amount to 
an amendment of the Constitution is, 
in my opinion, not proper because in 
the first place if we compare the 
language of clause 3 of this Bill and 
of clause (3) of article 286 it will be 
found that there is a change and that, 
I submit, was the essential change 
Clause (3) of article 286 says:

**......goods as have been de
clared by Parliament by law to be 
essentiar.
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And clause 3 of this Bill saya
*•......goodt declared by this

Act to t>e essential”.

Therefore, Sir, this clause really 
gives edect to the provisions of that 
article and in my opinion it certainly 
would not amount to an amendment 
of the Constitution. I also feel there 
is nothing wrong in using the 
language of the Constitution in the 
clause.

The difficulty arises not from the 
provisions of the Bill as from the 
Schedule and the inlerpreUtion that 
we give to clause (3) of article 286. 
Now it has been said by more than 
one speaker and perhaps even 
suggested by the hon. Finance 
Minister in his opening speech that 
this law will not have retrospective 
effect. It is exceedingly difficult to 
come to a conclusion with regard to 
this matter, for no one is aware more 
than the Members of this House how 
the advice tendered to the Govern
ment by their Law Department has 
proved to be infructuous when the 
matter has been taken to law courts. 
If, therefore, it is the intention of the 
Finance Minister, and if he feels that 
that is the interpretation which can 
be given to the provision of the Con
stitution. then the wise thing and the 
right thing for the Select Committee 
and for the Government would be to 
make it more specific in this Bill and 
say it shall not have retrospective 
effect. Even though it may mean 
repetition, even though it may mean 
reiteration, It is desirable that the law 
should be clear and specific so as to 
give no chance for any interpretation 
other than what the Parliament and 
the Government want to place on it. 
That is one of the submissions which I 
desire to make in this connection, for 
I have read and re-read clause (3) 
of article 286. and with what little 
knowledge I have of English or of 
law 1 feel that the matter is not 
beyond doubt. I know that great 
stress is being laid on the words “it 
has been reserved”, that is that the 
word “has” denotes futurity and not 
past. But there are some other words 
here—

“No law made...... by the
legislature of a State......

Now, all his is likely to be inter
preted in different ways and if the 
Intention of Parliament and of the 
Government is clear I see no reaiwn 
why we should not be more specif. 
Tlie accusation in that case may be 
only of repetition, not of leaving 
things vague and anomalous.

. Pandit Tliakvr Dm  BhmrgmTa: If
the interpretation is doubtful accord* 
ing to my friend, then is the legisla
ture the proper authority or the court 
the proper authority to interpret 
whether it shall have retrospective 
effect or not?
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Shri SyamnandaB Sahaya: Well, in 
reply to what Pandit Bhargava has 
said I will only recount what this 
Parliament has been doing in the 
past. What is the use of giving the 
judiciary a chance ^  give its 
interpretation and then upset it here 
by passing another Act merely to 
undo what the judiciary has done?
I would much rather that this 
anomalous position did not arise where 
the judiciary and tjĵ e Parliament 
and the executive may have to 
give different interpretations. What 
Pandit Bhargava has said is certainly 
a very well accepted position of law, 
but I would like Pandit Bhargava to 
recount his own experience in this 
House. Would he then advise that 
the position should be left anomalous 
and then brought up to the House 
again and corrected? I do not think 
even he will agree to that.

The other thing which I desire to 
place before the House in this 
connection is that the intention both 
of the Constitution-makers and of the 
framers of the BiU as explained in 
the statements of objects and reasons is 
to bring about uniformity and also to 
prevent undue taxation or unduly 
heavy taxation. I think this point 
has been mentioned by the previous 
speakers also. If the idea is that this 
legislation is not to have retrosp^tive 
effect, then may I ask the Finance 
Minister to consider how he will 
prevent unduly heavy taxation in the 
past and how he will bring about 
uniformity? This position has also to 
be considered very carefully by the 
Select Committee before it comes 
to a final decision. I am in
formed that when the proposal to 
bring up this Bill was made by the 
Government many of the States 
hustled through their legislations 
about sales tax and in many States 
sales tax has been levied which is in 
the first place not uniform and in  
some cases also unduly heavy. There
fore, if the intention of this Bill is to 
bring up about uniformity and also 
to prevent unduly heavy taxation, 
then I think the Government and this 
House will have to devise ways and 
means of achieving that objective.

The third thing to which I wanted to 
draw the attention of the Finance
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Minister and of this House was in
regard to double or triple point taxa* 
lion in certain cases. My friend, the 
great Mr. Alva —1 think he is not here 
just now—referred to the steel industry 
Now, it is within my personal know
ledge that this commodity is taxed at 
three points^ that is, the iron ore is 
taxed, the sheets are taxed and ulti
mately when buckets are made out of 
the sheets even those buckets are taxed. 
That is an instance which I think
deserves the consideration of this
House and of the Government and 
I think they ^ou ld  take some steps 
and so amend this Bill in the Select 
Committee that this t>*pe of double or 
triple taxation may be avoided.

Shri A. C. G n tt (Santipur) : There 
are many other instanc'es—paper is
one.

Shri Syamnandan Sahaya: Quite. I
never said my list is exhaustive ; there 
may be many others. It is all the more 
reason why this particular aspect of 
the question must receive consideration 
at the Select Committee stage and later 
on in the House itself.

Mr. Depaty-Speaker: Do iron and 
steel include fabricated articles also?

Shri Syamaaadan Sahaya: Yes. Sir. 
That should be the interpretation un
less it is made clear. At present there 
is nothing to indicate at what stage 
iron and steel will be free from taxa
tion.

Mr. Deputy-Speaker: Machinery and 
other things also are included?

Shri Syaauuuidae Saluiya: I think so, 
unless it is made specifically clear.

Shri C. D. Peahiaukh: I should not 
think so. Sir. Here this is only the raw 
material; there they are the manufac
tured things.

Shri Syamnaadaa Sahaya: These
manufactures) are made out of iron and 
steel but in any case if that is the 
position, the Government ought to 
make it quite clear.

Lastly 1 wanted to have some infor* 
mation with regard to fertilizers. 1 
would like to know whether by ferti* 
lizors the framers of the Bill had in 
view oil cakes also. A friend Just now 
referred to oils and oil cakes. Oil is 
another matter but perhaps the hon. 
Deputy Minister, Mr. Tyagi who has 
been a rural Member while sitting on 
this side of tlie House and is now pro
bably a rural Minister on that side, 
knMTs more than anybody else here
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that oil cakes are used in very large 
quantities as fertilizers. I would like 
to know whether his ministry had in 
view the exemption of oil cakes also 
when they mentioned fertilizers as an 
excepted commodity. This is all that 
I ha\^e to submit with regard to this 
Bill. I have no doubt that all these 
points will receive the consideration of 
the Select Co.nmittee and the Finance 
Minister. In any case. I submit that 
the position should not be left vague. 
The House should make it clear what 
it wants the States to do. and what 
ought to be done to bring about u;ii- 
formity and avoid unduly heavy 
taxation.

Shri N. C. Chattcrjee (Hooghly): As 
this Bill is going to the Select Com
mittee I do not want to take up the 
time of the House in dealing with the 
items in the Schedule, but one point 
has been raised by Pandit Bhargava 
which is important, namely, w»hether 
clause 3 w'hich has bc*en put in here 
should be there or not. That clause 
runs thus:—

“No law made after the com- 
n'.enccment of this Act by the 
legislature of a State imposing, or 
authorising the imposilion of, a 
tax on the sale or purchase of any 
goods declared by this Act to be 
essential for the life of the com
munity shall have effect unless it 
has been reserved for the consi
deration of the President and has 
received his assent.”
A point has been made that this is 

not quite in conformity with the pro
visions of the ConsUtuUon. If you look 
at ArUcle 286(3)—it is to some ex
tent analogous—it says:—

“No law made by the legislature 
of a State imposing, or 
authorising the imposition of, 
a tax on the sale or purchase 
of any such goods as have been 
declared by Parliament by law to 
be essenUal for the life of the 
community shall have effect unless 
it ha« been ^
sideration of the Pre*i<tot and 
has received bis assent

I sav with great respect to my h«)n. 
friend that there is nothing Inconsis
tent with what is provided to clajjw
3 as drafted by the Minister and Article 
286(3) of the Constitution. If you iTOk 
at Article 2M(3). clearly W s  that 
the condition precedent to the appli* 
cability of that clause is a declaration 
by Parllameot by Uw that certain goods 
are essential for the life of the com



t m EsW Uiel GoQdM 8 JULY lfS2 (Declaration and Regula- 
tkm of Tax on Sale or PufchoMt) 

BUL
munity. Therefore, the condition pre
cedent 1h that there must be legisla
tion already passed, declaring certain 
goods to be essential for the life of the 
community. Thereafter, if a law is 
made by a SUte Legislature impos
ing some tax on such goods as have 
already been declared by Parliament 
to be essential, then thin clause comes 
into play. What I think the drafts
man of this Bill wants to make clear, 
possibly to avoid litigation, is this. He 
is making explicit in clause 3 what is 
implicit in the Constitution itself. He 
is saying here in efTect that “No law 
made after the commencement of this 
Act by the legislature of a State im
posing .a tax” can be made, unless it 
is assented to by the President It is 
a matter of drafting the legislation 
clearly. It may be said that it is super
fluous. but there is nothing wrong in 
having a clause making it clear—in 
order to avoid the confusion—that the 
tax s.ructure or the taxing authority 
of the State legislature is not being 
unduly restricted. If you do not make 
it clear, then the improssion will gain 
ground that while enacting Inis legis
lation. all impositions, say lax on 
petrol, by the diflerent States are put in 
jeopardy. The main purpose, a.s I 
understand, is to secure uniformity, 
but not uniformity with regard to past 
legislation. The intention is to have 
uniformity with regard to future ad
ministration. But apart from uni
formity. you must allow the States to 
function. You. must allow the State 
legislatures to impose taxation. There
fore, apart from uniformity the other 
principle is the flexibility of the State 
mechanism. You have got to take 
that into account; otherwise, the States 
cannot function and you will be put
ting a fetter on them, which will be 
very dangerous.

The Bill makes it clear in the State
ment of Objects and Reasons that if this 
measure is passed it will achieve a 
certain measure of uniformity and also 
prevent essential goods from being 
unduly taxed. Take, for instance, iron 
and steel. I am not going to trespass 
on the ground covered by my hon. 
friend Mr. Sahaya. With regard to 
iron and steel, there are certain States 
which manufacture them and they may 
put an unnecessarily heavy tax which 
may affect other States where these 
goodfl are required. Therefore, it is 
essential to have power to secure uni
formity. What the President will do 
—^what the Government will do in ad
vising the President—is this. They 
will say. '*Do not omit to take into ac
count what has been done in Bombay 
or elsewhere in regard to taxation on

petroleum, but hereafter try to fit in 
the taxation on petroleum by the diff
erent States with the ratio or percen
tage of taxation already imposed/’ So  ̂
it is not proper to say that there is 
any h^rm in having section 3. Other
wise, If you leave it to the courts, 
you will allow the whole taxation 
structure of the States to be put in 
peril and compel all State legislations 
to be placed in jeopardy and put them 
at the mercy of the different courts. 
You must come to the Supreme Court 
in every case. As a matter of fact, 
you know that the Travancore-Cochin 
case has been pending before the 
Supreme Court. The Travancore- 
Cochin High Court declared under 
Article 286(1) that all sales tax on tea 
which is going out of the country 
either on c.i.f. or on f.o.b. basis is 
ultra vires The cases have come up 
to the Supreme Court and the cases 
have been pending for come time. As 
a matter o ffact. I remmeber that the 
Attorney-General made an application 
for an adjournment on the ground that 
they should have some kind of statute 
like this after consultation with the 
different State Governments, and you 
may take it that this Bill represents to 
some extent the general consensus of 
opinion among the State Governments 
that are affected. I do not think there 
is anything improper in simply putting 
in the words “No law -made after the 
commencement of this Act”. If you do 
not put them in. what will happen? 
Are you going to declare here that im
mediately this legislation will be pas
sed all existing taxation imposed by 
the different States with regard to 
sales tax or purchase tax will be ultra 
viies or they will be taken as not 
necessarily intra vires7 That will be a 
very undesirable state of things and I 
submit that what the Minister is seek
ing to do is nothing improper, nothing 
inconsistent with the spirit of the Con
stitution. My construction of Article 
286(3) is that it was never the 
intention of the Constitution-makers to 
make a legal declaration by Parliament 
that certain goods are essential to have 
retrospective effect so as to put in peril 
all legislations which have gone ahead 
of it. If that is the correct position, 
then I do not think there is anything 
improper in having a section like sec
tion 3. Of course, it may be depre- 

) a case where th« Intention is to make 
cated as unnecessary or redundant, but 
explicit what is implicit, there is no 
harm in doing it, in order to avoid 
anomaly, in order to avoid any ambi
guity, on the subject, specially when 
it is a statute authorising taxation. I 
therefore submit there is nothing im
proper in having a section like section 
^  It is simply making clear what ha«,
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already been put down in the Consti
tution in Article 286.

Mr, Depaly-Speaker: Even assuming 
that power is given under Article 286 
(3) for the Parliament to affect exist

ing legislation, is there any limitation 
imposed that this legislation ought not 
to  be restricted only to future 
legislation?

Shri N. C. Clwtlerjee: No, Sir.. I do 
not thinlt that there is any embargo or 
fetter or any limitation imposed by the 
constitution.

Sererml Horn. Meonbers r(,se—
Mr. Depatgr-Spemker: Has there not 

been enough discussion on this matter? 
On the last occasion, more than ten 
Members took part and to-day ten 
Members have already taken part. This 
Bill is going to the Select Committee. 
I t  will again come to this House when 
Members can take part in the discus
sion.

Sluri Raghaliacliari (Penukonda): 1
have listened carefully to the discus- 
^on  on this Bill. I do not wish to re
peat the arguments that have already 
been advanced; but there are two or 
three considerations that require care
ful thought The purpose of this Bill 
Is to obtain uniformity or to achieve 
*“a certain measure of uniformity*" as 
mentioned in the Statement of Objects 
and Reasons.

In my opinion this Bill should have 
come before the house much earlier 
t ^ n  it has come ; nor should we take 
much time in putting the legislation 
through^ because in the meanwhile some 
more Acts might have been passed by 
the States and there will be lens of 
uniformity. Therefore, there is need 
to proceed with the legislation quick.

One thing I wish to say in this con* 
iiecUon. There has been some doubt 
as regards the question of interpreta
tion whether legislation passed after 
the Congtitution Act came into force 
by way of imposition of taxes by the 
States would be valid or invalid. Ac
cording to the interpretation obtained 
by the Le^slative Department of Gov
ernment. it is presumed that it will not 
have retrospective effect. Therefore, 
they have added the words “after the 
commencement of this Act” in clause 
3. To my mind it looks unnecessary to 
have this clause, because it is simply 
a repetition. If we are interested in a 
measure of uniformity the question 
whether it should have retrospective 
effect or not must be left open to be 
interpreted by the courts. In fac t I 
remember the Finance Member stated 
tliat in respect of non-uniformity of
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Uxations in the provinces, aome efforts 
were made to pursuade and arrive at 
some uniformity and if it was found 
to be impossible then at least in the 
matter of future legislation an amount 
of uniformity would be attempted. 
Therefore, it looks to me that if for any 
reason the correct interpretation 
should be that the Acts passed by the 
States after the enactment of the Con
stitution Act are not legal or valid, 
some more measure of uniformity may 
come. Therefore, clause 3 appears to 
be unnecessary and may be omitted.

Again, so far as the States are con
cerned. they will naturally be anxious 
to add to their own sources of revenue 
by taxing other items mentioned in the 
schedule. It is essential that all articl
es considered essential for the life of 
the community must be included in 
the schedule, so that we may have 
more uniformity at least in respect of 
the articles hereafter to be taxed. Ex
pansion of the schedule by inclusion of 
more articles con«udered essential will 
certainly not take away the powers of 
the States and prevent them from tax
ing them. All that it contemplates is 
that the assent would have to be ob
tained. Therefoi^. I would suggest 
that the schedule may be en larg^  to 
include more articles which are likely 
to be taxed and which might affect the 
life ofnhe community.

Item 5 of ;he schedule is coarse and 
medium handloom and mill-made 
cottoii cloth and handloom wooUen 
cloth. The words “coarse and medium” 
have not been defined anywhere and 
unless this is done there will be diffi
culty felt

Therefore. I wish to emphasise that 
the Bill should be passed quickly ; that 
clause 3 may be omitted; more essen
tial articles may be included in the 
schedule and a deftnition given of 
“coarse and medium** cloth.

Shri T. B. Gandhi ( Bombay City- 
North): The speech of the hon. the
Finance Minister on May 28th at the 
time of moving the motion for 
reference of the Bill to Select Com
mittee gives us fully the background 
as well as the developments that have 
made necessary his bringing forward 
some sort of a Bill like this. It is a 
very important speech, and in that 
speech the Fthance Minister has tact
fully but fully dealt with the actions 
taken by the various state Govern
ment in their efforts to make the sales 
tax more productive. In that speech 
we were also told that some of these 
actions were harmful to inter-state 
trade and commerce afid how some of
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these actions amounted to an encroach
ment on other jurisdictions. Also in 
this speech the Finance Minister has 
dealt very sympathetically with the 
need of the State Governments tor 
having expanding sources of revenue. 
It is very clear from what we all 
know that a large number of our State 
Governments have to depend for a 
large proportion of their revenues on 
sales tax at present. The Finance 
Minister has also explained the con
stitutional inability of the Central 
Government to do an3rthing more than 
what is set forth in the limited 
objective of this BilL He has pointed 
out that if anything more than the 
present limited objective is to be 
sought for, then it will have to be 
by persuasion and by consent of the 
State Governments. That is the situa
tion as has been stated by the Finance 
Minister, as one can see it. However, 
on a very careful consideration of that 
speech one cannot help having a feel
ing that the Finance Minister gives a 
sort of tacit approval to the States in 
having the sales tax as a source of 
their revenue. It has his passive 
consent. I do not know whether it is 
right for us to expect the Finance 
Minister to make any kind of a pro
nouncement on this question, of the 
approval or disapproval of sales tax as 
a source of revenue to the States, in 
the context of such a BilL

Mr. Deputy Speaker: Is it not in the
Constitution?

Shrl V. B. Gandhi: I know. Any 
way, I would like it to be placed on 
record* in this House that we in this 
House, some of us, are rather uneasy 
at the increasing reliance that the 
State Governments have been placing 
on sales tax as an important source 
of their revenue. It has been ac
knowledged on all hands that sales tax 
is not a good tax, especially when it 
is expected to constitute a maior source 
of the revenues of a State.

Mr. Deputy-Speaker: Is all that
relevant for the purpose of this Bill? 
The Bill only wants to declare, under 
article 286 of the Constitution, certain 
goods to be essential for the life of the 
community, in which cases whatever 
Bill is introduced in any of the State 
legislatures regulating or imposing 
sales tax on such goods will have to 
be reserved for the assent of the 
President. That is the limited scope 
of the BilL It is open for discussion 
whether any additional articles should 
be put in the schedule or not, but a 
general discussion on the propriety 
or otherwise of the imposition of sales 
tax by the States is out of order.

Shri V. B. CmmSbi: Sir, I would be|^ 
your permission to have a general 
consideration and have the views of 
the l^ouse expressed on that question*

Mr. Depoty-Speaker: No. That iŝ  
not within the scope of this BiU at all. 
We are not discussing the general 
question whether the imposition o f 
sales tax in the States is right o r  
wrong. Only with respect to parti
cular conunodities Parliment Is asked: 
to decide whether they are essential 
for the life of the community, in whichr 
case the Bill will have to be reserved 
for the President’s assent before it 
becomes law. That is the limited 
scope of the BilL

Shri V. B. Gaodht: I was just goinr 
to develop the i)oint which will ulti
mately lead to.....................

Mr. Depaty-Speaker: It is too mucb 
of a digression.

Shri V. B. Gandhi : ...... the opinion
on the part of many in this House that 
in supporting the present Bill with 
its limited objectives we would be 
acting with certain very important 
mental reservations. That is the point 
I am trying to make.

Mr. Depoty-Speaker: I fli^d the hon. 
Memt)er digressing a little too much so 
far as the Bill before the House is con
cerned.

Shri V. B. Gandhi: Very well. Sir. 
Then I shall resume my seat.

Dr. Lanka Sundaram (Visakha- 
patnam): I had thought that I will not 
be able to catch your eye because you 
had laid down that only two more 
speakers would be called. I do not 
want to detain the House for more 
than five minutes.

During the course of the discussion 
I in the Demands for Grants in respec ;̂ 
of the Finance Ministry I had occasion 
to make reference to this Bill and 'o 
congratulate the hon. the Finance* 
Minister for having brought forwaixi 
this BilL I have regretted, and I 
still regret it, that one whole year has 
been lost since this Bill was originally 
drafted and presented to the last 
Parliament That was due to circum
stances not under our control perhaps. 
I belong to that school of thought, and 
I have been rather raucously vocal 
during the past ten years on this 
sales tax question. Because this Bill 
is going to Select Committee I want 
to pose one single problem before the 
Finance Minister and I hope he will 
answer it: Is this a fiscal measure?
I am sure he will straightway answer: 
No. But I am prepared to argue for a



nncfilM  Oooiit •  J U L Y  1952 (D e d a n it io f i  Ofid R ^g u la ^  t m  
tkm  of Tax on Salt or Purchau)

rm i
[0r. Lanka SuodM ib] >

coitple of minutes that th« Btcml 
content of this measure cannot be lost 
sight of by this hon. House. It is an 
attempt to restrict the scope of taxa
tion of State Governments in respect 
of the' sales tax. 1 am here freelr to 
acknowledge, and I want it to go on 
record, that 1 very sincerely feel that 
the time has come when just for Jie 
sake of rationalisation of the tax 
structure .the sales .tax should be taken 
out of the purview of the State 
Governments and administered by the 
Centre in order to ensure uniformity. 
My hon. friend Mr. Thomas is rather 
amused at this statement And I 
would like to make a brief reference 
to one of the statements he made on 
the floor of this House this morning. 
He made a reference to Madras State 
and also as to why and how Shri 
Hajagopalachari started the sales lax 
there. I am here to give you its 
history briefly. In- when sales
tax was started in Madras State Shri 
Rajagopalachari stated that it was for 
the purpose of enabling prohibition. 
In that year the yield of the tax was 
Hs. 14 laichs. Today it is Rs. 22 crores. 
My friend Mr. Thomas said that in 
order to enable orohibition sales tax 
was in ti^uced  and maintained in 
Madras State. I have no objection to 
prohibition being enforced, provided 
it is enforced properly. Provided 
prohibition is a success I would rather 
ask for the doubling of the sales lax. 
Today prohibition is a total failure. 
Rs. 18 crores of revenue have been 
lost and on the other hand Rs. 22 
crores of sales tax have been imposed. 
It is an engine of repression. I will 
not go too much into detail, for I will 
have another opportunity.

There Is one point on which I 9/dnt 
to know whether the Finance Minister 
is satisfied. In the statement of objects 
and reasons it is said that Hie undue 
character or the heaviness of this 
taxation will be protected against 
through this Bill. I am here to suggest 
that the reform you are trying to bring 
will perhaps be in the reverse direction. 
I have a statement at>out the major 
“States of India, and the single-point tax 
is prevalent today only in Assam, Bihar, 
Bombay—of course Bombay is trying 
to have a multiple-point tax and there 
is a huge satyagraha about it going 
on—and also West Bengal. Any uni
formity sought to be brought about 
should be in the downward direction, 
«o far as the imposition of the tax is 
•concerned. But by the time the Bill is 
eventually passed by the House and by 
the time of the enforcement of the 
tagislation the tmlfcvmitsr would be in  
ifae di^^ctioQ, namaljr that tba

single point systems will convert thenv 
selves into multiple-point systems—aa 
it is happening right now in Bombay 
SUte.

I would conclude by saying that the 
fiscal implications of this measure, 
which has been ostensibly declared to 
be to prevent certain commodities 
essential for the life of the community 
from being unduly taxed, have been 
lost sight of. We are interested in the 
tax structure of the States and. by 
implication, of the Centre. Let us be 
straightforward. I think there is 
nothing which would what you might 
call obstruct this hon. House from 
amending the Constitution eventually 
in respect of item 54 of the State List 
In fact 1 made a reference to this point 
when 1 was speaking on the Demands 
for Grants in respect of the Finance 
Ministry. I, then made a reference to 
the controversy about the sales tax, 
how it <̂̂ ent to law courts and so on. 
Let us put a stop to it. Because. I 
feel, drafted as it is. even though I am 
in entire symx>athy with the principle 
of the Bill, it will not be efTeclive. 
The predatory character of taxation 
and the flnancial anarchy ruling in 
most of the States will continue. I am 
anxious that this country should be rid 
of this menace, the menace of sales tax 
which has become an engine of repres
sion.

Shri U. M. Trivedi (Chittor): I only 
want to draw the attention of the 
House to a very pertinent position. The 
I w  is named, “The Essential Goods 
(Declaration and Regulation) Bill”. 
TTiat is to say, in other words, it deflnes 
under the provisions of article 286 of 
the Constitution what shall be the 
es.sential goods. We have to read the 
provisions of this Bill in the light of 
articles 286 and 287 of the Constitution

Article 287 runs as follows:

**Save in so far as Parliament 
may by law otherwise provide, no 
law of a State shall impose, or 
authorise the imposition of, a tax * 
on the consumption or sale of 
electricity..........

In other words, the term '‘goods" csn- 
not be made use of to cover electrical 
energy. I do not know how under the 
schedule, in item 8, electricity came 
to t>e included. Item 8 runs as follows:

**Coal, including coke and other 
derivatives, petroleum and petro
leum products, including motor 
spirit........
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So  far it U aU right
...... and electrical energy, except

energy intended for domestic uae.^

By what stretch of imagination could 
we bring electrical energy into the 
dednilion of *goods*? Are we not 
creating trouble for the public and are 
we not creating cases for the lawyers 
to take this up and create trouble by 
arguing that this is ultra tHres of the 
Constitution. How could this fit into 
essential goods when we have the speci
fic provisions of article 287? Either 
article 287 must be amended or a new 
Bill should be introduced or a suitable 
amendment in this respect should be 
considered. Electrical energy cannot 
be classified as* 'goods'. This is my 
submission. The Bill should be suit
ably amended.

Sbri C. D. Deshmnkh: To begin with. 
I must ask for your permission to 
amend my motion again. I fear that 
11th of July will no longer be suitable 
and I like to suggest its substitution by 
18th July. The Select Committee 
should submit its report by the 18th.

Shri S. S.» More (Sholapur) : May I
point out one difficuily. Sir? If the 
Bill is not placed on the Statute book 
as early as possible, some provinces 
and State Governments who are 
rushing with their own legislation will 
be creating many more complicated 
problems.

Mr. Deputy-Speaker: That is why he 
is suggesting an early date.

Shri S. S. More: From the 11th of 
July, he has gone to 18th of July.

Shri C. D. DeshiPukh; 18th of July 
1952.

I find that a certain degree of 
amnesia has stolen into this House, 
for, sometime has elapsed between che 
Mover’s original speech and the conti
nuance of the debate. Many of the 
points which have been raised this 
morning have already been touched 
upon by me in the somewhat advisedly 
elaborate speech that I made when I 
moved my motion.

I should like tg take first the gene
ral points made by some of the Mem
bers. One was about- the fiscal nature 
of this taxation. I see Dr. Lanka 
Sundaram has left the House and that 
he is not particularly anxious to hear 
the reply. I was going to say that I 
have no doubt that this matter will be 
looked into by any Taxation Enquiry 
Committee that might be appointed. I 
have undertaken to see that one is 
appointed during the courte of this 
fiscal year.

Then, so far as the principle of the 
Bill is concerned, 1 see no objection 
raised from any part of the House 
except, perhaps, for one of the Mem
bers opposite, Mr. Guruf^daswami, 
who saw some sinister design in the 
Bill, an attempt to hoodwink the pub
lic, to eliminate democracy and to 
Introduce secret manoeuvring. Since 
he has been clever enough to expose all 
these, I think now the House will oro- 
ceed to a consideration of the subject 
with its eyes open. So, I do not think 
one need entertain any apprehension 
in that regard.  ̂ •

The next question is the legal ques
tion that has been raised by many of 
the Members, and in that respect I am 
grateful for the exposition by the hon. 
Member opposite, Mr. Chatterjee. L 
have very little to add to it. it is 
possible to argue that what we are 
doing by adding this third clause is 
merely repetitive. Eyen so, we hold 
that no great harm is done, and per
haps there would be some advantage 
in our view that this cannot be retro
spective. The advantage is that many 
people might be deterred from rush
ing to the courts. The onus of moving 
the court will rest on them instead of 
the whole position being held in 
jeopardy. I think it is quite clear that 
this law cannot be retrospective by 
force of the grammar involved in this 
drafting. When we say “law made*’ in 
respect of goods which have been 
declared, the declaration must be 
before the making of the law, and the 
law can only be after the declaration 
of these goods. Some reference was 
made to the language of article 287. 
But, I think hon. Members will notice 
that the words there are dilTerent: 
“law in force”. Therefore, the legisla
ture has made a distinction between 
“Law in force” and “law made” after 
a certain thing has happened.

Mr. Deputy-Speaker: The section
says that such laws have to be reserved 
for the consideration of the President. 
The hon. Minister would have noticed 
this. All Bills already passed by the 
State legislatures have been assented to 
by the Governors and they can no 
longer be reserved for the considera
tion of the President. They can be 
reserved only at the Bill stage. Tliat 
also makes the position clear.

Shri C. D, Deshmukh: The whole 
force of the language is definitely in the 
direction of the view that this le ^ la -  
tlon cannot have retrospective effect. 
However, as in the case of the various 
observations on the merits of the case, 
as also in regard to the legal positlOT, 
the speeches will be available to the 
Select Committee and I have no doubt
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that the Select Committee wiU pay very 
careful attention to all this, in order to 
be able to arrive at the correct dedU 
sioo.

If that decision were to be that it is 
retrospective, that the object of this 
BUJ is to exempt articles from taxa
tion, and if we are to admit all that 
long list of so-called exemptions 
suggested by hon. Members as well 
as many other bodies out side, then, 
we shall be Aguratively in the position 
of a tnan who had two wives, one young 
and another old. The one took out 
the grey hair and the other took out 
the black hair and by the time they 
had finished, there was no hair left.

I am afraid that must be a tragic 
denouncement because, although I 
refuse to be drawn into the question of 
whether the Sales Tax or taxes are 
ethical or not, the fact is that today 
the revenue that is derived by the 
States from this instrument of taxation 
amounts to about Rs. 45 crores, and 
just when we are making Five Year 
Plans. I do not think any revolutionary 
change in the system of taxation would 
be feasible or even justified on the 
merits of the case. And that brings 
me to a restatement of the objective of 
the Bill. Although 1 find, that I my
self hAve perhaps loosely used the 
word •‘exemption** in some places in 
my speech, the object is what it is 
stated to be. rtz., first, to declare cer
tain goods to l>e essential for the life 
of the community, and then you follow 
Article 286 (3) and its clarification 
contained in this clause. Our inten
tion, therefore, is to see that for the 
future the position is well contained, 
and regu lat^ . It may be that in some 
cases we may insist on exemption. That 
will depend on the merits of the case. 
In the case of other goods, we may in
sist on a maximum scale beyond which 
we would not like the tax to go. 
There are certain States which have 
not got th« Sales Tax measure at all 
on the Sta »te Book, and I have re
ceived reprtsentations from such Stales. 
They are rather alarmed at this legis
lation. So, I assured them that we 
shall take a sympathetic view of their 
diflficulties and it need not necessarily 
be assumed that it is the intention to 
exempt everything that is included in 
this schedule.

In the couise of my speech. I 
mentioned that in a few cases we had 
not included articles in the schedule 
for the reason that in most of the exist
ing State laws they are already exempt
ed—m eat fish, food articles and 
others. Beconsidering the matter, I do 
not think really it is sufficient reason,

because, as I said, in the case of new 
Acts it may be that some impost may 
have to be made and that is a matter 
which the Select Conunittee would 
have to consider at the proper stage. 
One such matter is el^tricity  for 
domestic use. I think if hon. Members 
refer to my speech on the previous 
occasion, they will find that I have 
specifically referred to electricity for 
domestic use. I have said that:

**there are a number of essential 
articles and commodities, at least 
articles which could be regarded 
by some people as essential, which 
have not been included in the 
schedule to the BilL Prominent 
among such articles are meat, flsh, 
electric energy for domestic use. 
jute, paper, newsprint, books, etc.”

So. that is the only reason why this 
has been excluded from the exclusions 
to this bill, and there is no other 
sinister design so far as domestic 
electricity is concerned.

Then there was some question of 
States rushing through legislation in 
order to forestall this particular piece 
of legislation. My information is that 
after we had consulted them and had 
arrived at a common measure of agree
ment. no State has enacted a Sales Tax 
measure or made any significant modi
fication. It is subject to verification.

Dr. l4i«ka Sundaram: You agreed to 
the Bombay multiple-point tax prrv 
posal.

Shri C. D. Deshomkh: Well, that
does not apply to articles so much as a 
system of taxation.

Dr. Lanka Sandaram: I mean the 
incidence of taxation.

11 A,M.
Shri C. D. Deshmakh: So. I mean to 

say there was no attempt to forestall 
this. I said in my last speech that 
there should be some measure of uni
formity. I have also indicated that to 
a great extent that would have to be 
done by persuasion, and I had said 
that it was my intention at some time 
or other to call together the Finance 
Ministers of the States and to appeal 
to their good .sense, so to speak, 
after we had evolved a volume of 
case law in regard to levels of taxa
tion which would be regulated in 
accordance with the measure which 
I have placed before the House now. 
I do not think it is necessary for the 
Finance Minister alone to give answer 
to all the other quesuons of details 
that have been raised. It is for the 
Select Committee. The object of the
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■ecoiMi readixic of the Bill is really , to 
cooaider il the principle of the ^  
sound, and 1 see that it is accytable 
to everyt)^y « « p t  the B sem tw  » 
have named and for the rest, it will be 
for the whole of the Select Committee 
to consider each mattej in detail.

Babu Ea«i*araya« 8l«fb
bath  West): May 1 know OT^IWng? 
Unless retrospective effert 1« 
this measure, how can it be pgrmltteo 
to obtain throughout the country?

Mr. Depoty-Speator:
nwasure of uniformity- All that the 
hon. Minister claim:; is  that in 
he will get some measure of uniformity, 
not full. Is it not so?

Sbri C. D. Deshomkh: Yes. Sir.
Dr. Sttndaram; May 1 have a

word? I was lold when I was away.....
Sbri C. D. Desbmukb: As soon as =I 

saw the hon. Member api>ear again. I 
realised that he had come.

Dr. Lanka Sundaram: I thought he
woulo care to answer the point that I 
raised.

Sbri R. K. Cbandbury (Gauhartl); I 
woit’.a like to know what the M lnisw  
said about meat and fish. Are they 
inrluded in the schedule or not?

Mr, Depaty-Speaker: They are essen
tial in some parts of the coimtry. MO 
not in some other parts. The hon. 
Member only wants to know whether 
meat and fish are not essential goo^.

Shrl C. D. Deshnmkh: I said many 
of the existing Acts have already ex
cluded meat andi»fish, or flsh and meat.

Mr. Deputjr-Speaker: A number of 
hon. Members have sent chits to say 
that they want to speak. The BiU is 
going to the Select Committee. Ce^ 
talnly the Select Committ^ will look 
into all their suggestions. This other 
practice is also being adopted. Any 
hon. Member who wishes can attend 
the meeting of the Select Committee 
and give his suggestions, though, no 
^oubt, he has no right to vote.

Babu Ramnaniyaii Singli: What about
Gnr and Sugar?

Mr. Deputy-Speaker: The hon. Mem
ber may kindly refer to the schedule.

Shri R. K. Chaodlmry: A question of 
principle is involved in this. It is that 
non-vegetarian food has been entirely 
excluded from the schedule.

Mr. Depaty^Speilien In deference to 
the hon. Member’s wishes and in anti
cipation thereof, both of them have

1̂ 88 P.SJ>.
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been excluded long ago. The question

**That the BiU to declare, in pur- 
suaooe of eUusa <3) of article 236 
of the ConstiUitiofi, certain loocto 
to be esseotlal for the Ufe of the
ooRununity. be referred to a Select 
Cpmmittee consisting of Shrimati
B. Kliongmen^ Dr. Ram Subfaeg 
Singly Shri Tulsidas Kilachand. 
Acftiakye Shriman Narayan 
Atftrwal* Shri P. T. Chad&o, 2^ri 
S. Das, Shri Gurmukh ;S in ^  
MusaAr, CoL B. H. Zaidi, Shri 
S. V. L. Narasinoham, Shri S;'Y . 
Ramaswamy, Shri G. D. Somanl, 
Shrimati Sucheta Kripalani. Shri 
Rajaram Giridharlal Dubey, Shri. 
Keshava Deva Malaviya, Shri Arun 
Chandra Guha, Shri Lil^dhar 
Joshi, Shri Balwant Sinha. Mehta. 
Shri Dev Kanta Borooah, Shri 
Sarangadhar Das, Shri Mahavir 
Tyagi, Shri M. V. iCrishnapDa, Dr. 
Shaukatulla Shah Ansari, Shri 
N. R. M. Swamy and t^e Mover, 
with instructions to rex>ort by tfie 
18th July, 1952.^ '

The motion was adot)ted. *

CODE OF. CIVIL .PROCEDURE  ̂
(AMENDMENT) BILL

The Minister ef l4tw and Minoritf 
Affairs (Shri Biswas): I beg to mave.

“That the Bill further to amend 
the Code of Civil Procedure 1908, 
be taken into consideration.’’

The Bill in question is a very simple 
one which relates to the question of 
the execution of decrees of fo re i^  
Courts in India on a reciprocal basis. 
There is already a provision for this 
in Section 44-A of the Code of Civil 
Procedure. But that was passed a t a 
time when the ledprocity was between 
India on the one hand and the United 
Kingdom on the other and other 
countries within His Majesty’s 
dominions. That is how Section 44-A 
stood. Now that India has attained 
independence, it was thought that this 
reciprocity should be extended not 
merely to the United Kingdom and 
other coimtries within the Common
wealth, but also to other foreign 
countries that are willing to come to 
reciprocal arrangements with us. That 
is the simple object of this Amending 
Bill. In Section 44-A of the Civil Pro
cedure Code as it now stands, it is pro- 
vfded, that:

“Where a certified copy of a 
decree of any of the superior




