
of unauthorised occupants from 
public premises and for certain 
incidental matters be extended up 
to Friday, the 2nd May 1958.” ’
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COMMITTEE ON PRIVATE MEM-
BERS’ BILLS AND RESOLUTIONS

T w e n t y - f i r s t  R e p o r t

Sardar Hukam Singh (Bhatinda): 
Sir, I beg to present the Twenty-first 
Report of the Committee on Private 
Members’ Bills and Resolutions.

ESTIMATES COMMITTEE 
T h i r t e e n t h  R e p o r t

Shrimati Sucheta Kripalani (New 
D elhi): Sir, on behalf of the Chair-
man of the Estimates Committee, I 
bt'g to present the Thirteenth Report 
of the Estimates Committee on action 
taken by Government on the recom-
mendations contained in the Twenty- 
seventh Report of the Estimates Com-
mittee (First Lok Sabha) relating to 
the Hindustan Antibiotics (Private) 
Ltd., and the Hindustan Insecticides 
{Private) Ltd.

PUBLIC ACCOUNTS COMMITTEE 
F i f t h  R e p o r t

Shri T. N. Singh (Chandauli): Sir, 
I Deg to present the Fifth Report of 
the Public Accounts Committee 011 the 
Accounts of the Delhi Road Transport 
Authority for the year 1954-55 and 
Audit Report thereon.

GIFT-TAX BILL—contd.
Mr. Speaker: The House will now 

resume further discussion on the fol-
lowing motion moved by Shri Morarji 
Desai on the 23rd April, 1958, namely:

“That the Gift-tax Bill, 1958, be 
referred to a Select Committee con-
sisting of Shri Asoke K. Sen, Shri 
C. D. Pande, Shri Tribhuvan Nara- 
yan Singh, Shri Mahavir Tyagi, 
Shri S. Ahmad Mehdl, Shrimati

Uma Nehru, Shri Shivram Rango 
Rane, Sardar Iqbal Singh, Dr. Y, S. 
Parmar, Shrimati Renuka Ray, Shri 
Liladhar Kotoki, Shri Jaganatha 
Rao, Shri Narendrabhai Nathwani, 
Shri Radheshyam Ramkumar Me- 
rarka, Shri Harish Chandra Mathur, 
Shri Radheylal Vyas, Shri Vidya 
Charan Shukla, Shri C. R. Pattabhi 
Raman, Shri N. G. Ranga, Shri M. 
Shankaraiya, Shri Satyendra. Nara- 
yan Sinha, Shri George Thomas 
Kottukapally, Shri A. M. Tariq, Shri 
Kamalnayan Jamnala) Bajaj, Shri 
B. R. Bhagat, Shri Mathura Prasad 
Mishra, Shri T. Sanganna, Shri S. R. 
Damani, Shri Rajeshwar Patel, Shri 
T. C. N. Menon, Shri Prabhat Kar. 
Shri R. K. Khadilkar, Shri Bimal 
Comar Ghose, Shri Arjun Singh 
Bhadauria, Shri M. R. Masani, H. H. 
Maharaja Sri Kami Singhji of 
Bikaner, Shri Premji R. Assar, Shri 
N. Siva Raj, H. H. Maharaja Pratap 
Keshri Deo, Shri Naushir Bharucha 
and Shri Morarji Desai with instruc-
tions to report by the 1st May, 1958.”

Out of 4 hours allotted to this 
motion. 41 minutes have already been 
as’ailed of and 3 hours and 19 minutes
now remain.

Shri Raghubir Sahai may continue
his speech.

I would like to know how long the 
hon. Minister proposes to take for his 
reply. We will close at 3.30.

The Minister of Finance (Shri 
Morarji Desai): I do not think I will 
take more than half an hour.

Mr. Speaker: Then, I will call the 
hon. Minister at 3.00 p.m. Is there any 
other hon. Minister who wants to 
participate? I see none.

Shri Raghubir Sahai (Budaun): Sir, 
yesterday when the House was about 
to rise, I was quoting the opinion of 
Prof. Kaldor o n  the one hand and that 
of the Taxation Enquiry Commission 
on the other. I was dealing with the 
predicament in which we laymen Were 
placed in view of the conflict of such 
opinions of experts.
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[Shri Raghubir Sahai]
In this connection, there is a very 

important and relevant consideration 
that we should have to bear in mind. 
Whenever a new tax is being imposed, 
we ought to consider what would be 
the yield' thereby. In connection with 
this Gift-Tax, it was pointed out by 
Prof. Kaldor that, according to his 
estimation, the order of the yield from 
this tax would be something like Rs. 30 
crores a year; while during the Bud-
get speech of the Finance Minister and 
during the speech of the present 
Finance Minister when the motion was 
being moved, it was said that the 
yield from this tax would be some-
thing to the tunc of Rs. 3 crores. I 
am glad that this guess is a modest 
one and not like the bloated and exag-
gerated guess that was made at the 
time when the Estate ‘ Duty was pro-
posed in this House. But, still, there 
is a conflict of opinion between Prof. 
Kaldor and the Finance Minister, 
Rs. 30 crores on the one side and Rs. 3 
crores on the other. I think that on 
this fundamental matter, experts ought 
to agree.

There were some other major con-
siderations that were pointed out by 
Prof. Kaldor. He said that the three 
prime considerations that should be 
taken into account in framing an 
effective tax system are, equity, eco-
nomic efforts and administrative 
efficiency. And he continued to point 
out that the present system of direct 
taxation in India is both inefficient 
and inequitable. I would like to 
know whether these observations of 
Prof. Kaldor have attracted the atten-
tion of the Finance Minister and 
whether anything has been done to 
remove these two grave defects in our 
taxation system. Let the hon. Fin-
ance Minister my.

Shri Morarji Desai: We have not
adopted all that.

Shri Raghubir Sahai: It was also
pointed out by him that to achieve 
administrative efficiency, the require-
ments that should be kept in mind are 
simplicity, comprehensiveness and a 
single comprehensive return, a self-

checking system of taxation and an 
automatic reporting system.

It is true that we are going towards 
a socialistic pattern of society and we 
are determined to remove disparities
in income prevailing in this country.
I think it is to remove those defects 
that one'tax after the other is being 
introduced in this country. I am not 
against the imposition of anyone of 
these taxes. But, I should like to 
know whether and to what extent the 
objective that we have got in view is 
being achieved. It was Prof. Kaldor 
himself who pointed out that with the 
possible exception of Sweden, no coun-
try has succeeded in bringing about a 
degree of redistribution of wealth and 
income the achievement of which has 
been the avowed objective of their 
taxation policies. We should like to 
know how far have gone in this direc-
tion.

There is no doubt that the objective 
is very good: but we should be satis-
fied whether we are going at a rapid 
pace towards the attainment of that 
objective and whether it is going to 
be realised in the near future. I feel 
that when such taxes arc being im-
posed, we should bear in mind the 
very important recommendation of 
Prof. Kaldor that there is need for 
introducing a comprehensive return 
system, a self-checking system of taxa-
tion and an automatic reporting sys-
tem. This could give material for 
income-tax, wealth-tax, expenditure 
tax and gift-tax when it has been pas-
sed by this House. The machinery 
should be one and the same for all 
such taxes.

At present what we find is that for 
the realisation of every one of these 
taxes, separate inspectors and separate 
officers are being appointed. For ins-
tance, we And from this Bill also 
that a demand has been made for ap-
pointing so many gift-tax officers and 
so many inspectors in order to make 
assessments and to realise those taxes. 
When we have accepted the principle
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that the realisation or the adminis-
tration of this tax should be by the 
Income-tax Department, there was 
no need for the appointment of these 
separate officers . . .

Shri C. D. Pande (Naini Tal): 
There are not different officers—only 
different designations.

Shri Raghnbir Sahai: I object 'to 
these different designations.

There is one objectionable feature 
in this Bill. Shri Kaldor proposed 
that the legal liability for this tax 
should be placed on the donee and 
not 011 the donor on whom the ulti-
mate incidence of tax must in any 
case fall. In clause 30 of the Bill we 
find that the Gift-Tax shall be pay-
able by the donor but where in the 
opinion of the Gift-Tax Officer the 
tax cannot be recovered from the 
donor, it may be recovered from the 
donee. In my view this would be 
giving arbitrary powers to the Gift- 
Tax Officer. He can harass the 
assessees to a very large extent. 
That possibility should be avoided and 
thp principle that has been enunciated 
by Kaldor should be accepted. 
According to him the ideal method 
appears to be to make the rate of 
taxation dependent neither on the size 
of the gift nor on the wealth of the 
donor but on the total wealth of the 
rrtpdfit, that is, his net worth 
including the gift. He has quoted an 
instance. If a man who owns Rs. 10 
lakhs receives another one or two 
lakhs as gift from somebody else, he 
should pay more tax on that than 
another man who receive an identi-
cal gift but who owns nothing else.

Shri Morarji Desai: On a point of
information, does the hon. Member 
accept all the views of Prof Kaldor? 
Government has certainly not accep-
ted all.

Shri fU fhubir Sahai: I have got an 
open mind and I would like to 
accept any view which appeals me.

Mr. Speaker: Previously, people
used to swear by Koran and the

Veda. Now-a-days, • they swear by 
Shri Kaldor.

Shri Raghubir Sahai: I fear that if 
the tax is to come into operation as it 
is being proposed in this Bill, the 
result would be that large-sum gifts 
for such charitable purposes as the 
construction of dharmasalas, main-
tenance of them, etc., would perhaps 
become impossible. I do not know 
why that charitable instinct -or ten-
dency on the part of the people of 
this country should be crushed or 
subdued. We should certainly see 
that the purpose of the gift is not 
fraudulent. Wherever the gift is
genuine or the purpose is genuine, no- 
difficulty should be placed in the way 
of its coming into operation.

Shri D. C. Sharma (Gurdaspur): 
What do you mean by ‘genuine’?

Shri Raghubir Sahai: Commnn-
sense meaning.

Having said all that, I do want to
say this in conclusion. We are very
fortunate in having the present
Finance Minister who is a Congress-
man . . .

Shri Naushir Bharucha (East Khan- 
desh): Is that the only qualification?

Shri Raghubir Sahai. . . who can
read the minds of the people of this 
country very well. I do not want to 
cast any aspersion on those Finance 
Ministers who have preceded him. 
They were very eminent persons but 
certainly not Congressmen in the 
strict sense of the term. I would 
only appeal to him that he should 
try to understand the feelings of the 
ordinary man in this country. I wish 
him success in the implementation of 
the Second Five Year Plan. Let him 
raise the resources as much as he 
likes so that the Second Plan may 
succeed. . .

Shri BraJ Raj Singh (Firozabad): 
Raise resources only from the 
Congressmen?

Shri RaghnUr Sahai; I do wish 
that all those loop-holes should be
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[Shri Raghubir Sahai] 
avoided. Steps may also be taken 
whereby evasion to a large extent 
may be avoided. I hope all these 
points of view would be considered 
by the Select Committee.

Shri P. C. Borooah (Sibsagar): 
Sir, I thank you for giving me an 
opportunity to speak on this motion. 
Our taxation policy has undergone 
much change since Independence. It 
has not only put a great burden on 
the community but the very pattern 
of it has been changed by the enact-
ments of several Acts, namely, the 
Estate Duty Act, the Wealth Tax Act, 
the Expenditure Tax Act. Now we 
have this Gift Tax Bill. There is 
deficit financing to the extent of 
Rs. 1200 crores for the Plan and we 
need money for it. We are making 
strenuous efforts to raise this money 
and that it why all these taxation 
measures had to be adopted.

In our effort to do so it is doubted 
whether we are actually taking into 
consideration the capacity of the peo-
ple to pay the taxes. The National 
Council of Applied Economic Research 
in its report has mentioned that in 
the realm of personal taxation, the 
burden of taxation in India is much 
heavier than that of other countries 
o f the world. It has also acted some-
what as an obstacle in the flow of 
foreign capital into India. This should 
not be so. As such I request the hon. 
Finance Minister to look into this 
aspect of the matter and see if any 
change is necessary if not immediately 
at a latter date.

When I toured my constituency last,
I found quite a lot of people suffer-
ing from the direct and indirect taxa-
tions. They are suffering almost 
from the same kind of miseries: want, 
disease and debts. We say that our 
national income has increased but in 
these circumstances it is very diffi-
cult to convince the people that our 
national income has actually increas- 
•ed. This is possibly due to non-
balanced development. Maybe some 

places have been developed but many

places neglected: My constituency
which is in the far-flung State at 
Assam is very backward and no 
change in the lot o f the people is 
appreciable. If any body goes there, 
he will And that the conditions there 
are almost the same as they were 
some ten years ago. That is the 
position there. One, therefore, finds it 
very difficult to make the people 
convinced that our national income 
has actually increased.

Then I come to the question of 
small-scale and medium-scale indus-
tries. They generally suffer from 
paucity of funds. They do not get 
controlled commodities as and when 
they require, and when their pro-
duces come to the market they face 
very heavy competition. If such a 
company with a capital o f Rs. 1 lakh 
makes a profit of Rs. 1 lakh, it haa 
to pay taxes to the extent of 75 per 
cent. Then again comes the question 
of giving the forced dividends. You 
will therefore, be able to imagine well 
the lot of these companies.

There is very little scope for them 
for capital formation or for develop-
ment. We need money for financing 
the Plan. I said before that deficit 
financing to the tune of Rs. 1200 crores 
has been envisaged. We need money 
for it. I want to make one suggestion 
in this connection. I would like this 
House to consider whether it would 
be possible to adopt some schemes 
like the excess profit tax deposit 
sc', eme in the line adopted in the 
Finance Bill of 1942. We may realise 
that tax as deposit refundable with 
interest after ten or fifteen years. In 
that respect we may issue bonds mak-
ing the same negotiable but not 
encashable before the expiry of the 
term. This is just a suggestion and I 
leave it to the hon. Finance Minister 
to give his thought if adoption of such 
a scheme will benefit our cause.

There is much complexity in the 
procedure with regard to assessment 
of Income-tax. It should be made 
simple and standardised. There now 
exist variety o f rates and a variety
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o f  assessees, For example, there are 
Individuals, married men, unmarried 
men, father of one child, father of 
two children, companies, parterships, 
associations and so on. These varie-
ties have made matter complex and 
have offered room for tax evasion 
and also for harassment. There is 
therefore, need to have some simpli-
fied method adopted. I would suggest 
that there be only two categories of 
assessees—individuals and compa-
nies—and let there be one uniform 
rate for individuals and another uni-
form rate for companies. Income on 
which tax once paid should not be 
added for taxing again. System of 
refund should go. Such measure 
will remove much of the loop-holes 
now existing which give opportunity 
for harassment and evasion.

As regards evasion, Sir, much has 
seen talked about here in this House 
3ut I doubt very much if everything 
that is said is correct. If there are 
my evasions—of course, there are 
'Ome—that is due to the measures or 
the procedure that we have adopted 
in our tax structure. The present 
p>osition is like this. Supposing a 
man makes a profit of Rs. 1 lakh; then 
he will have to pay tax to the extent 
of Rs. 55,000 and odd. If he converts 
his business into a partnership of five 
persons—and among those five share-
holders may even include a new-born 
child as there is no bar in law to 
make a new-born child a partner in 
a partnership concern—immediately 
the tax would come down to 
Rs. 15,000. Many of the Tax payers 
have done so. What will you call 
this? Evasion or Human Ingenuity? 
Certainly it is the latter. I think 
many of the evasions that are taking 
place are of this nature. We should 
not deny Human ingenuity.

Then, Sir, coming to the question of 
the relationship between income-tax 
officials and assessees I have to make 
a very sad comment. It should be 
most cordial. In England, the income- 
tax officials help the assessees in 
preparing the assessees income-tax 
returns correctly. But in our coun-
try there are many income-tax offi-

cials who from the very start treat 
the assessees as income-tax dodgers 
or evaders. In England, the penal 
action is taken only when all persua-
sions fail, but in our country it is 
the reverse. Fines are imposed and 
realised even during pendency of the 
appeal. They possibly forget that 
only a few lakhs of income-tax payers 
are there in the country out of the 
38 crores of our people who pay tax 
and contribute for financing the 
Plan. Such uncordial spirit from the 
minds of the Income-tax officials 
must go. That is why, Sir, I have to 
submit that the authorities concerned 
see to it and the cordial relationship 
is maintained between the tax-payers 
and the income-tax officials.

As regards gift-tax, Sir, I give my 
support to the motion moved by the 
hon. Finance Minister, but only wish 
that there be no discrimination 
allowed in classification of charities. 
Let there be exemption for all charities 
whether for educational institutions, 
cultural institutions or religious insti-
tutions and so on. Although we are 
in a secular State, it is not that we 
are discarding religion. Rather we 
want to be more religious in its true 
perspective than those in non-secular 
States. Therefore, there should not 
be any discrimination made in charity.
I request Hon’ble Finance Minister 
and the members of the Select Com-
mittee to see that gifts made for 
religious institutions are also exemp-
ted.

With these words, Sir, I once again 
support the motion and thank you 
for offering me the quick opportunity 
to speak on the bill.

Shrimati Sucheta Kripaiani (New 
Delhi): Mr. Speaker, Sir, I welcome 
the gift-tax as it integrates our tax 
structure and completes the work
started in the last Budget Session. 
After the introduction of the estate 
duty, the absence of gift-tax was a 
glaring loop-hole in our tax struc-
ture. Therefore, with the introduc-
tion of this tax the various taxes on 
wealth are likely to become self- 
checking and act as a barrier
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fShrimati Sucheta Kripalani] 
against tax evasion. Hence I welcome 
this tax most wholeheartedly.

Sir, whenever, a new tax is imposed 
it is unpopular. Therefore, it is not 
surprising that during the the recent 
years when various taxes on wealth 
were levied they were met with seri-
ous criticism from one section, a well 
organised and vocal section of our 
people. This section feels that the 
graded income-tax is sufficient to 
establish equity in our tax structure. 
They look upon wealth taxes as 
superfluous, and as causing unneces-
sary irritation and harassment to the 
tax-payer. They consider such taxes 
as a disincentive on effort, initiative 
and enterprise. They think it heavily 
burdens a small minority and hence 
it is iniquitous.

We must sec whether the wealth 
taxes we have recently imposed have 
an iniquitous effect on the wealthy 
section who form a small minority. 
In order to establish an equitable tax 
system which has no bias in favour 
or against any particular group of 
tax-payers, it is necessary to establish 
equity between the income from 
work and incomc from property 
The concept of income needs to be 
made comprehensive to include all 
beneficial receipts which increase the 
tax-payer’s spending powers. Tax 
on income also needs to be supple-
mented by tax on capital wealth, 
because taxable capacity can only be 
approximated by a mixture of both.

Then, in a developing economy as 
in India, where large financial 
resources have to be found from the 
country, a heavy burden of indirect 
taxes falls on the masses. This inevi-
table imposition of burden on the 
masses has to be complemented by 
the introduction o f a more efficient 
system of progressive taxation on the 
wealthy minority. Such taxes are 
justified from another angle. In a 
developing economy where privately- 
owned wealth grows rapidly and 
ibjevenly such an efficient system of

progressive taxation is absolutely 
necessary: otherwise, an intolerable
situation may be created aa a result 
of one-sided heavy burden on the 
masses.

Sir, though the Finance Minister 
said that they do not accept all the 
recommendations of Professor Kaldor,
I would like to quote a few words 
from his report. He say*:

“ In India the great bulk of the 
national wealth is, and will con-
tinue to be, privately owned—
industries or landed property that 
may be taken over by the State 
will not fundamentally alter this 
state of affairs if due compensa-
tion is paid to the owners, so that 
the growth in public property 
will be offset by the growth in 
public indebtedness—it appears 
inevitable, therefore, that both 
the amount of privately-owned 
wealth, and ( in the absence of 
effective tax measures) the skew-
ness of the distribution of owner-
ship of that wealth should increase 
pari passu with economic growth. 
Owing to the fact that the sav-
ings of the community are more 
unevenly distributed than incomc, 
there is an inevitable tendency, 
unless effectively counteracted by 
the tax system or other instru-
ments of public policy, for the 
wealth of the largest property 
owners to grow at a faster rate 
than wealth in general. The 
more income and wealth grow, 
therefore, the more the inequality 
of wealth between individuals 
increases."

So, Sir, if this is the situation 
it can be seen that the wealth- 
taxes that we have been impos-
ing on one section of the people 
has ro iniquitous effect on them. 
Rather, these taxes have been imposed 
in an effort to introduce equity and 
fair-play in our tax system and in 
order to broaden the base o f taxation. 
In the same effort to tax wealth and 
accumulated capital properly and to 
plug all loop-holes this gift-tax has 
now come. It comes as an inevitable
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corollary to the estatp duty. Both 
these taxes are similar in nature. Both 
of them relate to unrequited property 
transfer. In one case, the transfer is 
effected after death of the donor and 
in the other case, it takes place during 
the life-time of the donor. One is 
“bequest”  and the other is “gift” . In 
both cases, the donee receives some-
thing without paying anything in 
return, and as a consequence, his eco-
nomic power is increased as also his 
ability to bear taxes. Therefore, 
equity demands that both be taxed. 
Estate duty without gift-tax is a 
partial measure which cannot stand 
justification on the score of equity.

Besides, if there is a tax on bequest 
and none 011 gifts, then a movement 
away from the bequest to the other 
type in order to avoid taxation is 
bound to happen. To check such a 
shifting under our legislation on death 
taxation, a statutory time limit of six 
months for charitable gifts and two 
years for other gift' has been provid-
ed, but those provisions have not 
succeeded in effectively checking this 
movement. We cannot for instance, 
check a tendency on the part of a 
donor to make gifts sufficiently early 
outside the time-limit. Such a move-
ment may lead to a gradual rise in 
the number and magnitude of such 
gift-. This tendency would be greater 
if the rate of death duty is higher. 
Therefore, a tax on gift should be 
well integrated with the estate.' duty.

It is also an accepted fact that tax 
evasion in India prevails on a very 
large scale. If I were to accept some 
of the figures given here, the position 
is this. Prof. Kaldor thinks that our 
figures of tax evasion come to Rs. 200 
crores or Rs. 300 crores and not Rs. 20 
crores or Rs. 30 crores. Anyhow, it 
is well known that our Government 
have failed in checking tax evasion 
very effectively^ Therefore, when 
such a condition prevails in this coun-
try, it is very necessary to take legis-
lative measures by which we can stop 
evasion effectively.

Here, I would like to quote from 
the book entitled Capital Taxation 
which gives the relation bet wen the

gift tax and the estate duty in other 
countries.

“ In a number of other countries 
where death taxation has been in 
force for some time, governments 
have taken some positive measures 
to counteract the increasing ten-
dency on the part of the people to 
gift away their estates before 
death. Within the British Com-
mon wca 1th, a separate tax is 
levied on gifts in Australia,
Canada and New Zealand. While
a separate gift-tax does possibly 
net in most of the gifts which 
would otherwise have escaped 
any duty, opportunities might
still remain for tax avoidance 
unless a gift-tax is properly 
integrated with death duties.
It would be correct to say
that the scope for tax avoidance 
is an inverse function of the 
degree of integration secured
between a gift-tax and death
duties” .

Therefore, these two taxes are two 
parts of the same tax. Hence, yre 
cannot have estate duty without the 
gift tax. If we do so. we shall keep a 
very big door open for the tax- 
evaders.

In other States, for instance, U.S.A., 
Canada, Sweden. Australia—the gift- 
tax is a supplement to the estate duly. 
It is meant not only to raise additional 
revenues but to make the administra-
tion of death duties more effective and 
to reduce the possibility of tax eva-
sion In our country, we find that we 
expect to raise Rs. 3 crores out of the 
gift-tax. We also expect to raise Rs. 3 
out of the estate duty. Therefore, these 
two taxes stand more or less on an 
equal level. That shows that in our 
country a gift-tax is necessary not 
merely a supplementary to the estate 
duty. That means, a large area which 
is left out untapped by the estate duty 
is now to be covered by the gift-tax. 
Therefore, it is a very necessary tax.

I would now like to say a few words 
about the rate of the tax. Under the 
Gift-tax Bill, the tax will be levied 
on a sharply progressive scale, from 
4 per cent to 40 per cent. The rate Is 
very moderate. A man who pays
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[ S h r i m a t i  S u c h e t a  K r i p a l a n i ]
Rs. 50 thousand will not mind paying 
Rs. 2,000 more.

' Shri C. D. Pande: A  man who pays 
Rs. SO lakhs will have to pay Rs. 20 
lakhs more.

Shrimati Sucheta Kripalani: Well, I 
am not taking the last figure. Any-
way, it is a moderate rate. As a 
matter of fact, those who are the 
severest critics of this gift-tax have 
not said that this rate is excessive. If 
it is not excessive, then I do not see 
what reason there is to oppose this 
tax. The Bill has received, in spite of 
criticism by a small section, a large 
measures of support, but as pointed 
out by the hon. Finance Minister him-
self yesterday, therc are certain pro-
visions in the Bill which need amend-
ment and reconsideration. I am very 
glad to find that the Finance Minister 
himself has said that he is going to 
liberalise some of the exemptions from 
the levy of this tax, such as gifts to 
children for educational purposes, gifts 
of bonus, and gratuities by employers 
and employees. Then he has also said 
that he would not allow normal busi-
ness dealings to be affected by this tax. 
If these changes arc made, the Bill 
must improve to a great extent.

I would like to draw the attention 
of the hon. Finance Minister to two 
more items where exemptions are to 
be liberalized. First of all, the exemp-
tion for charitable gifts or donations 
of Rs. 100 is too low. We who are 
working in the social field, who go 
from place to place collecting money 
for public welfare activities, know 
what the value of Rs. 100 is today. The 
purchase value of Rs. 100 today is 
very small. Then there are innumera-
ble small organisations who depend 
an public charity. It is not possible 
for a Government to cover all areas 
o f social welfare activities. I know 
that through public charities and 
through private enterprise, innumera-
ble institutions in the field of educa-
tion, in the field of health, in the field 
of emergency relief, etc., are run. If 
we are going to maintain Rs. 100 as 
the limit, this will work very hard on

such social welfare institutions, and 
activities It will put a  check o a  t h e  
natural instinct o f Indians to help In 
such activities.

Then, the charitable institutions in-
cluded in section 15B of the Income- 
tax Act leaves out many deserving 
institutions. I would, therefore, like 
to have relaxation given on both 
these items. I am not a religious or 
a communal person myself. But I 
know there are very many institutions 
—by name they are religious or com-
munal—which are doing excellent 
work probably in a limited sphere and 
probably among a particular section of 
people. But as long as the Gevemment 
agency is not strong enough to 
reach every corner of need in India, 
why should we try to stop the activi-
ties of any organisation when they 
work for the welfare of a particular 
community or religion? Therefore, I 
feel we are not justified in closing off 
the avenues of resources, for such or-
ganisations that are doing good work. I 
therefore appeal to the Finance Minis-
ter to reconsider such cases and raise 
the exemption limit from R;. 100 to 
something higher and the discrimina-
tion against such institutions and funds 
not covered by sec. 13B of the income 
tax which exists in the gift tax should 
be removed.

I hope that the Select Committee 
will go through the Bill carefully and 
with the remedying of the defects I 
am sure this Bill will receive the 
wholehearted support from the entire 
House.

Shri NagI Reddy (Anantapur): I
am glad to give my general consent 
to the Bill as it has been placed 
before the House. In a sense I should 
say that this completes, so far as our 
taxation measures are concerned, the 
integration of the taxation system. Yet 
we must wait and see how it functions. 
All the same, I take this opportunity 
to congratulate the Government on 
having come forward with this parti-
cular Bill in the face of opposition of 
the vested interests in the country as 
a whole. It is not surprising-—!  a (A 
not surprised at all, at the volc« at
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proteat in general that has been raised 
by the vested interests in the country. 
In future, more particularly, it will be 
raised again and again. I think we 
have already received about four or 
five pamphlets from the Forum of Free 
Enterprise with all the detailed argu-
ments as to why the whole of this tax 
system should be scrapped, particular-
ly the gift tax. Having done that 
general criticism, they will not come 
forward and put in their pressure to 
the highest possible extent, as the 
discussions go on in the Select Com-
mittee, to reduce the effects of this 
taxation measure.

Well, it is not surprising that none 
of these big wigs or big business ever 
come forward to tell the country and 
the Members of Parliament why there 
has been so much of tax evasion and 
how it can be checked. They are not 
worried about it, probably because it 
is their business. Now, in the name of 
a developing economy and greater in-
centives for development, they are 
coming forward to create as many 
loopholes as possible in every direct 
taxation measure that is passed by this 
House. That is exactly what happen-
ed last year.

Now they say that this gift tax does 
not even allow the ordinary course of 
business. It comes in the way of 
ordinary business. Poor people! They 
cannot carry on their business. That 
is what they tell the Members of 
Parliament. We have to fight it. Why? 
They say that if there is a sale or 
exchange or transfer of property and 
if the gift tax officer feels that it has 
not been a bona fide transfer in the 
usual course of business, he has the 
power to tax it. According to them, 
since the gift tax officer is the God, 
to give so much powers to him is to 
lay the lives of these innocent people 
in the hands at this officer, which will 
have the effect of completely paralys-
ing the business. Therefore, there 
should be complete exemption—they 
**k for complete exemption—for 
transfers, sales and exchanges in these 
business transactions. They do not 
ev*n stop there. They are so much 
interested in developing the intellec-

tuals of our country and for their 
growth They feel that the gift tax 
is going to be a hindrance to the deve-
lopment of intellect in this country, 
e.g. lawyers or auditors or managers. 
They say that the business managers 
who have ability but have no money 
or wealth, if they do some good job 
for a company or a business concern 
and if the business concern thinks 
that he should be taken as a share-
holder and transfers certain shares to 
him that should be exempted from 
tax. But it is paying them in a 
different way. That is one of the
loopholes which they want to be
widened, increased, so that they can 
manage to evade gift tax.

Of course, their idea of charitable 
gifts is different. Marriage gifts are 
not enough. After all, what is-
Rs. 10,000 as a gift? I think the only 
case where they are satisfied, is
of a lakh to a wife though not com-
pletely, because they know that if 
they ask for more the country will not 
come forward even to be neutral. The 
country cannot be neutral, if thev- 
were to say “please extend it up to 
Rs. 5 lakhs” though they would very 
much like it. So, I find from the 
whole literature that it is the only 
clause which they have not attacked.

Seeing all these things, my only 
appeal to the members of the Select 
Committee and the Government is in 
the case of the expenditure-tax and. 
wealth-tax, where they gave certain 
concessions—give any concessions in 
the case of this gift tax. If we give 
more concessions, it is not the ques-
tion of loss of revenue through gift 
tax that I am afraid of. The gift-tax 
is to plug some of the loopholes which 
are already in existence in the estate 
duty. That is why we want to have 
this gift-tax. Therefore I request 
the Government to be careful of these 
people who will, of course, talk not 
in terms of personal gain but in terms 
of patriotism, if I were to believe what 
they have written. They will talk in 
terms of incentives for the growth and 
development of our economy, I only 
wish that we do not fall an easy prejr 
to their sweet words.
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[Shri Nagi Reddy)
So, I want everyone to remember 

the reasons as to why it has become 
-essential for us to come forward with 
m w  measures of taxation of this type. 
The first point that we should remem-
ber is that in a developing economy, 
especially in underdeveloped coun-
tries, the disparity in wealth will 
.increase. And this theory has been 
accepted by quite a number of econo-
mists. Even a person like Kaldor has 
said that. Last year an economist—I 
think it was Shri P. C. Jain—had 
written that i conomic disparity in our 
country is a growing hindrance to our 
developing economy. We must be 
■careful about that. That is what quite 
a number of others have also stated.
It is to reduce this disparity that we 
are coming forward with new taxation 
measures.

Secondly, the national income of the 
•country should increase. No country 
■can develop unless a part of the 
national income is drawn back for 
further investment. Whether it should 
be done in the private sector or the 
public sector is a question which is 
under discussion. People who say that 
it should be done only in the private 
sector and the public sector should 
not come near to it, would naturally 
like to throttle the new taxation 
measures.

Well, the country as a whole and 
the Parliament had unanimously 
•decided that the core of the Plan, as 
we call it, is the public sector and 
this public sector can in no way be 
reduced if the Government has to fu l-
fil that target of the Plan, which is 
•called the “core of the Plan” . And it 
is to raise internal resources for this 
particular purpose that we have taken 
to these new taxation measures. If 
we remember that it is the national 
reconstruction that should be kept in 
mind when we discu's these new 
measures of taxation, we will not 
allow the wealthier class to come for-
ward and increase the loopholes, 
especially when we want to plug 
‘them. Therefore, it is to see that the 
nvealth is not locked up in a lew

people, to see that the internal 
resources are expanded or are 
increased for the sake of the 
developmental economy, and that 
too in the public sector, to fulfil the 
very core of the Plan, the most im-
portant core, that is to say, the pub-
lic sector, that we have taken up these 
taxation measures. So, naturally we 
should support them and see that they 
yield as much revenue as was expect-
ed.

But we must also remember— it is 
an unfortunate experience and a very 
sad experience too—that it has always 
boon the case that in direct taxation 
we have never achieved the targets of 
revenue which we expected to 
achieve. Was it not the case with the 
estate duty? Has it not been the case 
of income-tax itself? 1 appealed to 
the Government previously also that 
we should very seriously, conscienti-
ously review the work of the depart-
ment year after year, so far as collec-
tions and assessment is concrrtwd.

I do not know how far what I am 
going to say is true; Governmental 
machinery have better avenues of 
knowing the facts better than us. It 
is stated that the number of people 
who are being assessed, who are pay-
ing more than a lakh of rupees, is 
increasing in our country, as per the 
statistics that were provided by the 
Government itself. But, actually, the 
assessment itself is reducing year after 
year.

13 hrs.

Then there is something wrong in 
that jungle of statistics; Government 
I think has not provided us with 
wrong statistics. I hope Government 
would not accept the charge that we 
were provided with wrong statistics. 
But here is a particular feature of our 
economy. We must study it very 
carefully. If it is a fact that in a
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developmental economy the wealtheir 
classes also grow in numbers, and 
their wealth grows in proportion much 

that the per capita income of 
the lower classes, if it is true, if it is
scientifically true and I believe it is
true, there can be no reason why the 
assessment itself need go down. If 
our administration, especially the 
Income-tax Administraton to which 
naturally all these taxes ought to be 
given for administration, does not look 
into this carefully and adjust itself 
properly, then I do not expect
much even after this gift-tax is pas-
sed and we impose it on the country.
I wish Government takes note of this 
particular factor and tries to increase 
the efficiency of the collecting machi-
nery.

Then there was the question: who 
should pay—th*> donor or the donee?
I think what the Government has done 
is perfectly correct—that is my per-
sonal opinion—because if it is a ques-
tion of the donee paying, naturally 
the total amount of collection of the 
tax would be reduced. If it is a ques-
tion of the donor paying, the total 
gift that he is giving will be taken 
into consideration for assessment of 
taxation. An ordinary man is not 
going to give lakhs of rupees as gifts. 
Therefore, I think it is equitable and 
just that Government should tax the 
donor and if the donor does not pay 
the tax naturally the person who has 
received the gift should. To that 
extent, the Government’s procedure 
is very proper and it should be sup-
ported.

Mr. Speaker: The hon, Member’s
time is up.

Shri Nagi Seddy: I shall conclude 
in two or three minutes.

We are taUcing of trusts and 
charities. Naturally same of the 
trusts and charities should not be 
taxed. There are educational trusts 
•nd-heepitals and donations made for 

e w n . But thare are alao trusts

of which we should be careful. We 
must always be guarded while dealing 
with people who want to dupe us. 
There is what is known as the Nizam’s 
trusts, to which crores have been 
given. I do not know the complete 
details of it. Probably our friends 
coming from that area will be able to 
give us more details. If the trust is 
for the sake of certain members of a 
family, can they be taxed or not is a 
point which should be gone into.

Then there is the question of privy 
purses. Supposing out of these privy 
purses certain gifts are made? Privy 
purses, I think, are not taxed for in-
come-tax; nor is income through 
pirvy purse taxed. If a gift is made 
out of it, is it going to be taxed or 
not? This is a constitutional point 
affecting the agreements which Gov-
ernment has made with the feudal 
princes. I think they should be taxed 
and Government should give us an 
idea about it.

Then there are what are known as 
blank transfers of shares. I am not an 
industrialist myself and do not under-
stand the trick of the whole thing 
But I hear that the*e blank transfers 
of shares are made to aviod 
income-tax. I do not know 
whether anything like this can 
be made to aviod the gift tax 
too for a certain number of days. 
Some of the methods adopted for the 
evasion of taxes should be studied by 
Government very carefully. With the 
introduction of the Gift-tax we cer-
tainly step into a new era in the his-
tory of taxation and effective steps 
should be taken for the collection of 
income-tax, wealth tax, and estate 
duty, so that our revenues in general 
may increase.

Whenever a measure of direct taxa-
tion is passed there is hullabaloo 
created by those who are being taxed 
and there is a tendency for innocent 
people like me to feel that Govern* 
ment has come forward with a taxa-
tion measure which U going to increase
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our internal resources; therefore, 
it has done a great thing. There U an 
experienced man who is known as 
Henry Simons. He has said— my only 
wish is that it may not be said of  us 
like that in later years:

‘ ‘One senses here a grand 
scheme of deception whereby 
enormous surtaxes are voted in 
exchange for promises that they 
will not be made effective. Thus 
the politicians may point to the 
general public with pride to the 
rates, while quietly reminding 
their wealthy constituents of the 
loopholes."

We can go on telling the general 
public: look at the number of taxes 
we have imposed on them, the income 
tax, the corporation tax, the wealth 
tax, the estate duty, the expenditure 
tax and now the gift tax, and so on 
and so forth. That is true; there is 
no doubt about it. But you can tell 
your wealthier constituents of the 
loopholes in them and pat them on 
the back, assuring them: do not be 
afraid of them; it is only Just to keep 
the people calm for some time. "The 
whole procedure", Mr. Simons says, 
“ smacks of a subtle kind of moral and 
intellectual dishonesty."

That is the experience of a man 
who has seat the working of the 
taxation system in quite a number of 
western countries—an experienced 
economist, he is not a Marxist, let me 
tell the Government o f that. With 
these words I wish the Gift-Tax goes 
through the House with the least num-
ber of loopholes and I wish Govern-
ment success in collecting as much 
revenue as possible to implement the 
Second Five Year Plan with success.

Mr. Speaker: Shri B. Anjanappa, he 
has not spoken at all since he was 
elected.

Shri B. Anjanappa (Nellore—Re-
served— Sch. Castes): Mr. Speaker, 
Sir.' One of the most important

financial proposals of the Central Gov-
ernment for this financial year la the 
Gjft-Tax. Broadly speaking, Sir, with 
the introduction of* this tax, the in-
tegrated tax structure which the Gov-
ernment has been aiming at will be 
complete.

This tax will be levied on all gifts 
made by individuals, Hindu undivided 
families, companies, Anns and associa-
tion of persons. This gift-tax would 
provide a convenient means of putting 
an end to avoid or reduce liability to 
Estate duty, Income-tax, Wealth-tax 
and Expenditure tax.

I know the champions of the rich 
and the wealthy would oppose this 
gift-tax. But they would do well to 
remember that in our country there 
are too many indirect taxes, the burd-
en of which is in a way falling too 
heavily on the shoulders of the poor. 
It is only the direct taxation which 
has been recommended for reducing 
the vast inequalities in the incomes of 
the rich and the poor and from that 
standpoint this gift-tax is really a com-
mendable proposal.

It is generally believed that there 
is a lot of tax evasion in this country. 
Tax evasion has been estimated at a 
few hundred crores of rupees. So 
every patriotic person should welcome 
the introduction of the gift-tax be-
cause it would go a long way in check-
ing tax evasion. I would like to em-
phasise that more and more funds 
would be needed by the Government 
for the establishment of a socialist 
society. So, those who have the'capa-
city to pay to the Government must 
not hesitate to part with a portion ot 
their wealth because they must re-
members that if they do not do so the 
foundations of our democracy wfitt 
remain very weak and the dlscontam 
among the ill-fed and ill-clad people 
would increase so much that they 
would lose all faith in democracy. 
Ttoat will be a very sad day for every-
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I would like to draw the attention 
o f the hon. Finance Minister to the 
explanation to clause 3, wherein it is 
said that “gifts made by the wife at 
any person out of any gifts made to 
her by her husband shall be deemed 
to be gifts made by the husband.”  In 
this connection I submit that if the 
husband makes the gift to the wife 
in one year and in the same year the 
gift is made by the wife to another 
person, the husband has to pay double 
tax in the same year. So, in a case 
where the gift is made to the wife by 
the husband and the wife makes the 
gift o f the same property in the same 
year to other person the gift-tax 
should not be charged under such 
circumstances.

With this I finish my speech.
Shri Heda (Nizamabad): Mr.

Speaker, Sir, with this Bill we com-
plete the circle o f our taxation struc-
ture or the policy which, in my 
opinion, is a perfect one and there 
would be very few chances for evasion 
or rather a genuine effort will be 
made to plug all the loopholes, 
whether it is in the domain of income- 
tax or super-tax or estate duty or 
expenditure tax. This taxation will 
help and though its revenue may be 
smaller as estimated by the hon. 
Finance Minister which may be about 
Ra. 3 crores, its overall effect in 
strengthening the revenue in the other 
spheres would be quite good. In spite 
at this I heard yesterday the hon. 
Finance Minister stating that the pri-
mary objective of this Bill is to get 
more revenue and plugging the loop-
holes is a secondary objective. I like 
this frank statement. So far our 
experience had been that whenever a 
new taxation comes, Government 
come with a plea that the taxation, 
call it excise duty or cess or anything 
else, is tar certain developmental 
work and an impression is given that 
the taxation is not an extra burden. 
But, during the course of years we 
find that that development work or 
that idea recedes in the background and 
the new taxation measure becomes as 
good a taxation measure as any other. 
But here we have found that the hon. 
Finance Minister has stated very

clearly that by itself the gifts tax is 
very important as it would be fetch-
ing, say, about Rs. 3 crores.

There is a very big controversy so 
far as its effects are concerned. The 
definition and the interpretation of 
various clauses would be heatedly 
debated not only here, not only in the 
Select Committee or after reference to 
the Select Committee and its report 
in the House again, but in the course 
of the years. These days I hear many 
times big industrialists and capitalists 
saying that if they have to start a new 
industry they do not need only the 
financial resources, they do not need 
only an efficient management, but 
they need an army of lawyers to safe-
guard them and save them or protect 
them from the various taxation 
measures. I agree that they put it in 
a different way, but I think not only 
this Government but every Govern-
ment in the world faces the problem 
of evasion of taxes on the one hand 
and harassment by the Government 
officials on the other. These two things 
apparently look contradictory to each 
other or that they clash with each 
other, but many times it is not so. 
The harassment starts with a view to 
extract some money and the assessee 
is quite happy to part with something 
because ultimately he would be a 
gainer and not a loser. Therefore, 
haras*ient and evasion, these two are 
not contradictory forces. Many times 
we feel like that, but they comple-
ment, supplement or help each other. 
That is why the task given to the 
Government, to us, to the Select Com-
mittee is important in the sense that 
we have to find out that here is no 
unnecessary harassment and at the 
same time room for evasion of taxes 
is not left there.

Take a few cases. There is a point 
whether the income-tax officers should 
be vested with more and more powers 
of discretion. For example, there is a 
business deal. Now, how far it is a 
genuine deal and how far it is not a 
genuine deal or sometimes there is a 
genuine distress sale and whether it is 
a distress sale or whether it is not, or 
whether this gifts tax should be
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applied over it or not, all these arc 
questions for which we have given 
discretionary powers to the income-
tax officers. We have to do it. But 
ihe point is that if we can avoid it 
and see that there is no unnecessary 
harassment or the scope of discretion 
given to the income-tax officers is 
decreased, I think it would be better 
for us. Further, there are certain 
cases where, I think, the Government 
should do a sort of re-thinking.

Take the case of a company which 
is in its initial stages and which is 
expected to make some profits, say, 
after three or four years, but for some 
reasons or other it could not do so. 
Many times the managing agents come 
forward and forego their commission. 
Sometimes they forego their salaries. 
Now, the point is whether this forc- 
going of salaries and commission will 
come under the mischief of this gifts 
tax and whether gifts tax will bp 
levied on the managing agents or not. 
Government’s point is that it will not 
be so. A genuine business deal will 
not come under the mischief of the 
gifts tax. But the point is whether it 
is a genuine business deal or not If 
the income-tax officer does not agree, 
then the alternative for the company, 
I think, is, even otherwise, to go to 
the court and get a decree. It is not 
an easy proposition. When cases are 
quite clear and the deals apparently 
appear to be genuine, why should any-
body part with his income? Therefore, 
I think, in such cases, we should make 
some provision so that there would 
be no unnecessary harassment.
13.21 hrs.
TMb. Deputy.Speaker in the CViair] 

This tax is prevalent in many coun-
tries, U.S.A., Canada, New Zealand, 
etc. I would like to quote one sentence 
from the famous American jurist 
Professors Lowndes and Kramer. They 
say:

“Where a creditor as part of an 
arm’s length business transaction 
forgives a debt, it seems clear that 
he does not intend to make a gift 
e f any part of the debt for which

he fails to receive consideration, 
but that he is really exchanging 
the debt on what appear to him td 
the most advantageous 1 m s  
possible under the circumstances.
If a man forgives a debt with the 
intention of making a gift to the 
debtor, there is no reason why 
this should not be treated as a 
taxable gift. But, to tell a man 
who has lost a substantial sum in 
an unhappy business deal that be 
must pay a gift tax upon the loss 
would be an absurdity. .. . ”

The point is, where there are genuine 
business deals where the money is not 
recovered, where the money or salary 
or commission is foregone, where he 
who is parting with money is a loser, 
to tax him on top of it would be a 
great harassment. These are cases 
where we have to examine.

From the evasion point of view, I 
find a prevalent practice in countries 
like America and others that they 
make a sort of a compromise arrange-
ment. Somebody is employed on 
Rs. 1000 or Rs. 2000 a month. The 
contract is made for three years or 
five years. After some time, ho iem.es 
with a compromise that we relieve 
you of the service and in lieu of it, 
we pay you o much money in 
lump sum. These compromise arrange-
ments are devices adopted b> big 
business in other advanced countries 
where this tax has been in operation 
for a number of years. Therefore, 
Government will be quite right if they 
take precautions I find that they 
have already adopted precautions so 
far as the present Bill is concerned.

The point that I am stressing is, we 
have to save both: we have to save 
the assessee from being unnecessarily 
harassed; at the same time, we have 
to save the department and empower 
the authorities to see that no evasion 
of the tax takes place. That should be 
considered in that spirit and 1 think, 
as we gain experience, we will be 
modifying the concerned sections and 
improving them. A j it is, it is an 
adequately good measure. But, Mm
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few thing* that I just mentioned, the 

Agents foregoing their com-
mission or what we call, distress sales, 
th*s« are cases where one has to see 
that justice is done.

There is another point about chari-
table institutions. Section 15-B of the 
Income-tax Act is there and it is 
applied only to those contributions 
which are of a secular nature under 
that section and those donations are 
exempted. All other charities or dona-
tions or contributions, whatever they 
may be, whether they are to religious 
institutions or to sectarian institutions 
or whether they are to political parties, 
they are charged this gift-tax. So far 
as political parties are concerned, I am 
quite clear that they should not find 
any exemption and such contribution 
should be charged under the 
Oift-Tax Act. When we use the 
word communal or sectarian 
or religious, many times we offend a 
particular section. Shrimati Sucheta 
Kripalani has said that in spite of 
the fact that we have declared our 
aim to be a welfare state, our welfare 
activities have not spread to 3uch an 
extent that every activity, every 
corner is covered. If that is not so 
and if somebody comes forward and 
makes a charity, whether it appa-
rently has the garb of religion or 
even community—there are quite a 
number of hospitals, scholarship 
trusts which are apparently in the 
name of certain communities, which 
are meant for certain communities— 
in application, exemptions are gene-
rally given. Therefore, I do not 
think that much will be lost if we 
treat them a little differently than 
section 1SB of the Incoma-tax Act. I 
think it will involve a sort of policy 
matter. However, I feel that there 
is a case for the Government to 
consider the whole matter.

Then, I come to the rate. So far as 
the rate is concerned, for finalising 
what rate should be charged, we 
aggregate five years’ gifts. Why are 
we doing so? From the speech de-
livered by the horn. Finance Minister 
yesterday, which I heard, I find only 
one thing that probably he wants a 
five year review. He said that they

would distribute the gifts in a num-
ber of years in such a way that there 
will be a very low yield from the
gift-tax. What is wrong there? If
somebody plans his economic life
well in advance and every year -parts
with small gifts, we should rather 
encourage it. Why should we pena-
lise him in the same manner as wa 
do others? However, I think that a 
man who has a sort of long range 
plan, who respects the law and at the 
same time wants to take the maxi-
mum advantage of the concession that 
are given should be encouraged. If 
we give a concession with on<- hand, 
we should not try to take it away 
with the other.

Then, I will refer to the anomalous 
position that is created when gifts arc 
made to minor sons. The point is, whe-
ther the gifts will be charged both un-
der the Gift-tax Act and also Income- 
tax. Suppose a gift is made to a minor 
son or daughter. It is presumed that 
it will attract the Gift-tax Act. On 
the other hand, under section 
16 of the Income-tax Act, the 
income from the property gifted to 
the minor will be clubed with that at 
the income of the donor and aasc— d. 
The question Is whether such a port* 
tion will be created. If such a posi-
tion is created, it is an anomalous 
position and will amount to double 
taxation. Not that we have avoided 
double taxation; nor that I am oppos-
ed to double taxation. If that is not 
our spirit and if we do not mean It, 
we should not do it.

Lastly, I will refer to the noval fea-
ture of thin gift-tax. For the first 
time, I think, that feature is there and 
the feature v  that a rebate is allowed
if the donor pays the tax within a 
specified time after he makes the gift 
That is. as we do in commercial con-
cerns. Take, for example, the 
electricity bill. It is received and 
the department gives a rebate it 
we pay the bill within a fort-
night or some such specified period. 
The same feature is adopted here. I 
think this is a very commendable fea-
ture. If we find that it is successful 
here and it lessens or decreases the
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burden of work of the Income-tax de-
partment, I do not think there is any 
barm in adopting it or extending it to 
other, department*.

Yesterday, Shri Supakar referred to 
another matter, and that was about the 
gifts made under the bhooden and 
sampattidan movements. I have no 
idea of how they will be treated, but 
looking to the spirit, I feel that they 
will not be attracted by the Gift Tax 
Bill, and, therefore, the donor of gifts 
under the b hoodan or sampattidan 
movements will not be made to pay 
gift tax. However, the Bill is not very 
clear on that point, and I wish that it 
is made clear.

In connection with the Finance Bill, 
the Finance Minister gave us certain 
assurances yesterday, so far as trans-
fer and other matters were concerned. 
He went to the extent of saying that 
if there were any case where injustice 
had been done or something was in-
terpreted against the spirit of this Bill, 
then Government would try to reme-
dy it administratively. He took shel-
ter under the plea that he was not • 
lawyer, but he can take the help of 
the Law Ministry which is at his dis-
posal. Therefore, I feel that if the 
words in the clauses of the Bill lead 
to an interpretation which would go 
beyond the intention of the Bill it-
self, then we should in time try to 
remedy it. I hope the Select Com-
mittee will do it.

With these words, I welcome the 
Bill.

Shri Radha Raman (Chandni
Chow k): At the very outset, I wel-
come this Gift Tax Bill. We have 
been discussing various taxation 
measures in this House, and I think 
it is in the fitness of things that a 
Bill of this nature has been brought 
forward to integrate the tax structure 
that has been proposed to be intro-
duced in the country for reducing 
the inequalities and for leading the 
society towards the goal o f socialistic 
pattern.

I aba welcome the Finance Minis-
ter’s having thought of referring this

Bill to a Select Committee 
before it is finally adopted here, be-
cause I feel that the Bill as it 
requires closer examination of its 
clauses. I have full hope and confi-
dence that when the Bill emerges 
from the Select Committee, some of 
the defects which have been pointed 
out by the previous speakers would 
have been removed.

I also welcome the Finance Minis-
ter's gesture, while he was moving his 
motion for referring this Bill to the 
Select Committee, that he has It In 
mind to remove some of the defects 
that appear in the Bill while it is 
considered by the Select Committee. I 
however, feel that some points which 
have occurred to me should be 
brought before this House, and they 
should receive the attention they de-
serve from the Finance Minister.

In the first place, I find that the 
object of this Bill is to avoid aJi 
such evasions or to plug all such eva-

• sions as are often practised by the 
tax-payer in this country. It is un-
fortunate that in this country the** 
are many people who think that it is 
their right to evade tax. I somehow 
do not side them or do not defend 
them. In a country where we have 
our own Government, it is absolutely, 
necessary that every man should try 
to fulfil his obligations, legal and 
otherwise, and do his duty.

As this gift tax will affect only a 
small minority, I do not even think 
that if there be some hardship on some 
people who are tax-evaders, the Bill 
should try to give them any help, be-
cause we have to plug all loopholes, so 
that the Bill may bring in more tax 
to the Government and enable it to 
raise such funds as are necessary in 
order to fulfil the obligations that are 
placed on them.

I, however, feel when gifts are 
passed on to any person, that person 
is often either a close relation or a 
lineal descendant. I was therefore 
thinking why there should be a wider 
circle and why there should sot be 
a specific mention that the tax would 
apply to only such cases where th*
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gifts are made to either the lineal 
descendant* or the close relations and 
where the intention o f the giver or the 
donor is just to avoid taxation. I do 
not mean that everybody who gives a 
gift is trying to evade tax, and, there-
fore, he should be put to unnecessary 
harassment. I just want this matter 
to be given the close attention of the 
Finance Minister, and if he can remove 
this defect from the Bill, I shall be 
happier.

In regard to clause 3, I find, and I 
support what the previous speakers 
have also mentioned, that gifts made 
by a wife who receives gifts from her 
husband will be subject to double 
taxation, and if double taxation can 
be avoided, then we should try to 
avoid that. For instance, if A  gives a 
gift of Rs. 5 lakhs to his wife, he will 
pay gift-tax on Rs. 4 lakhs, because 
Rs. 1 lakh is exempted. If the wife 
makes a gift out of that gift to another 
person, amounting to Rs. 3 lakhs, it 
will mean double taxation. I do not 
know how it will be proper to have 
double taxation imposed in such ins-
tances. I wish that the Finance Minis-
ter will give it his due consideration.

Shri Morarji Desai: May I tell tlie 
hon. Member that the husband can 
give directly to the other person to 
whom the wife wants to give, and in 
that case, there will be no double taxa-
tion?

Shri Braj Raj Singh: ¥es, that is 
the best way.

Shri Rsdha Raman: That is quite
true. But sometimes, it so happens
that the husband gives a gift to his 
wife, and the wife may gift it not 
necessarily at that every moment, but 
she may do it later on.

Mr. Depoty-Speaker: The husband
may desire that the gift should pass 
through his wife.

Shri Radha Raman: Then, under
the Gift-Tax Bill, gifts to charitable 
institutions which have been recognised 
under section 15B of the Income-tax 
Act will alone be exempt. As the pre 
vious speakers have pointed out, then 
are many institutions which receive

quite substantial amounts from gener-
ous people. So, if it is restricted to sec-
tion 15B only, I am afraid, that it will 
be difficult for many people to pass 
on any amount to such institutions, 
and they will suffer thereby. Particu-
larly, when it is mentioned that only 
secular institutions will be taken into 
consideration, I am afraid it will work 
hardship. Though in our country we 
have adopted a policy of secularism— 
I commend it and I think it is a very 
good policy—at the same time, we have 
so many religious, sectarian and com-
munal institutions in our country. We 
do not want to encourage them in fu-
ture, but at the same time, we do not 
want them to suffer on account of 
their having adopted at one time a 
certain name which is continuing. 
They have earned goodwill and they 
have also done a lot of good work.

I therefore think that the provisions 
in this Bill regarding charitable insti-
tutions should be modified in such a 
way that gifts given with good inten-
tions to charitable institutions, irres-
pective of their being religious or com-
munal for the time being, should be 
exempted If we do not do that, I 
have grave doubts whether the purpose 
of the Bill will be fully served. It 
will work as a hardship, and charities 
to such institutions will go down 
bringing a lot of hardship to them.

Clause 7 proposes that the tax in 
respect of gifts made in a year shall 
be determined by aggregating the total 
value of all taxes paid by the assessee 
during the preceding five years. There 
is no reason why for rate purposes 
gifts made during five years should be 
taken into account. Seeing that the 
rate of the gift tax is as heavy as that 
under the estate duty, this aggregation 
of five years’ gifts is bound to work 
) irdship. I therefore think that some
.rovision should be made in order 

to avoid this difficulty and hardship. 
If a person wants to pay fr certain 
amount annually, if he want* to give 
phased charity, he should not, in any 
way, be put to disadvantage. That is 
my contention.
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in clause 19, rebate is given to the 

asssssec for voluntary payment. I 
wholeheartedly commend this provi-
sion. I want that there should be 
given more and more encouragement 
to assessees for voluntarily doing their 
duty and paying whatever is due to 
Government. What I And today is 
that honest assessees are treated in the 
same manner as dishonest assessees. 
Oftentimes, the income tax officers or 
gift-tax officers go with the presump-
tion that every assessee is a dishonest 
person. Even when returns are filled 
and submitted as beet as they can, as 
honestly as possible, the presumption 
o f the officers is that there 
is some loophole, some evasion, 
some kind of goltnal. I think 
they should not go with this presump-
tion. In spite o f the fact that there 
are in our country many people who 
like evasion and practise evasion, I 
have a feeling that there is no dearth 
o f men who would like to pay what 
is due to Government. They like to be 
honest in Ailing and submitting re-
turns. For advance payment or 
voluntary payment, a rebate o f only 
19 per cent is allowed in the. Bill. I 
ortly say that where returns are sub-
mitted by honest people and the re-
turns are found to be honestly Ailed 
and submitted in time, there should 
be some such encouragement and ap-
preciation on the part o f the Govern-
ment as well as the revenue depart-
ment, to make the pedple feel that 
those who do their duty honestly will 
get certainly better treatment and are 
confronted with no difficulty from the 
assessment department.

I somehow feel that there is ennngh 
of harassment given to the assested in 
getting their returns assessed. May be 
because some people do not actually 
know how to fill in a return and some 
others have actually dishonest inten-
tions. At the same time, I do not 
believe that in this country there will 
not be enough people who will be 
quite willing to fill in and submit re-
turns honestly, paying what is due to 
Government, provided their action was 
appreciated and there was some kind

of consolation that such action always 
put them in a better and advantage-
ous position.

I therefore suggest that Government 
should devise some method not merely 
to give rebate, as suggested in the 
Bill, but also other encouragement, so 
that the assessees know that honest 
filling in and submission o f returns in 
time receives appreciation and en-
couragement at the hands of the 
income tax department or the revenue 
department.

Then there is a conflict between sec-
tion 16(3) of the Income-tax and the 
provisions of the Gift-Tax Bill. Under 
the Income-tax Act, income from 
assets transferred to wife or minor 
children is liable to income-tax in oer- 
tain cases. At the same time, such 
income is liable to gift-tax under the 
Gift-Tax Bill. Therefore, I want that 
this provision should be closely look-
ed into and properly examined. If 
this conflict is also removed, it will 
have gone quite a long way to satisfy 
the demand o f the time or the demand 
of the people.

I wish the Gift-Tax Bill will bring 
Government Rs. S crores as anticipated 
It will rather enable us to go a step 
further in having a tax structure in 
the country which will ultimately lead 
to removing inequalities and effecting 
proper distribution of wealth which 
often accumulates in a few hands and 
reaction other people. This w ill help 
us in bringing about the socialist 
pattern of society which we are aim-
ing at.

(VPTFT^T) : TTPaTW 
T t, 3ft m  * r  SPTPTT 3IT 

ftW *  'T’TPTT 3TT T3T fc, t
i afr cfm sfr *  

&  %■ f , -j*  % s n r  b m
^TPTT 3fRT I 3ft  t
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V*NTTt VT HT ?*T <TT?T VT <FT
<i*h, 'Tt "J*T V 3TTT JT̂  TVT »T$t H«f‘ ll 1 
*TR s r p  &tW‘ ft I 4'-£t^ *TrT vt VET ft 
ftp farfcvr vi*2t v  ?*t wttt <tt iff f a w  
TWt *T^»ft fv  a rm r *f«F*fr TT

«tn  it , t h  v  w m m
% 3TTT fv*ft fVT*T VT W?mMTT-ftTT*m7
*f t »  t o  ft fv vfrfr ? 
P  V  3^ T  HTT5T f?ITT # u  1 =Tpft t t  

*TW *ft *rmVT ft fv  3ft?Tt»T fUMgrft
%, ^ W l r t l  art}; % v t f  *t?t ?r*i 
v t *  f ,  v r {  *nnrtm vt%  £, Fjpt n  ^  
vr ^v*rr* >ft fft arrrr fc, v t  sr?m
^ fVr? I W  iff T̂T T^TT I Jrqnt tw»T 
fTTftPTT f?r^ ifr J|f5V?T £ 1
i m  v  irw, t t  ^  v t̂nT 
f% »T|r Pf*t arm % 1 *  o t t  vt
* » r ^  » i [v fw H  ^rr $ 1

?nm  ? f t W  M 'r  ^ fe f r  vt— rr
^ v t  «.o jnrnc f«w 1 vr? #  ^ 
^ n r ^ r r t f v  « f t ^ t^ r » ^ ft^ T » r f i fv  

tv*t % f»r? vt^^f 3it^ 'm f t  1* 
swrt 9 m  v t t t  fv*ff ? jm  ^

*r»T4  ST# $ 1 *3 *k t^rm t  fv jrfe n 
v r i ^ ^ r j ,  ? ft  v t i  #  » m  w ? r t  w w  

^ t m ,  ^ f v s r  » $  T%*r ar^=r 5T ft  ? t  *r%*ft 1 

^ rs m  h *  v m f m r ? * r  v r  £  

* fl* . t* v s  jf?Tr f v  vrsjr n r f ,  » j* t v r  

^ <> j t ^ t t  % ? t  m r % * o ^ s t t t

q K  T O  #  ^T7  =*TT fJTR W  VT V

*«rr v ts >  t t»ft fv p r^ v T f»r ftrH ^ V  
w r f a n r  5 ,  f * r  v t  ^  f v  s r f v r

v t  4TVT V  c  O =TT1V *rj 3TTT f^TTC
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m f^TT fT T̂ fr 3TT̂, eft ?W ifTt vtf 
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Pj it t  jrm i

14 hrs.

Mr. Deputy-hpeaker: Shri Ghosal.

Shri Vajpayee (Balrampur): There
is no quorum in the Mouse.

Mr. Depnty-Speaker: I will have it 
counted at 2 30.

Shri Ghooal (Uluberia): Sir, in this 
sort of legislation, the Government can 
have the largest amount of agreement 
with the Opposition. The Gift-Tax 
Bill was in the ofiling since last one 
year. It now completes the circle of 
integrated tax structure of our country. 
There is nothing new or to be surprised 
at its introduction. My objection is 
regarding the loopholes in the body 
of this Bill. The difficulty is this. 
When the Government wants to bring 
some progressive measures, it always 
brings it in a half-hearted manner. It 
seems that some force is working 
somewhere in their machinery or In 
their associates which does not allow 
the Government to go the whole hog 
in the implementation of the progres-
sive measures. This Bill leaves some 
loopholes which sometimes even de-
feat the purpose of the Bill itself. 7 «r



this lacuna the Government fails to 
achieve the expected result. If legis-
lations are passed with some amount 
of foresightedness the number of 
amending Bills will decrease gradu-
ally.

Now, I would like to draw the at-
tention of the hon. Members of the 
Select Committee to the loopholes 
which exist in this Bill. There would 
be no objection if some amount is ex -
empted from the taxation for the ex-
pense of the marriage of the daughters 
or other near relatives. But if in that 
category all female relatives who are 
alleged to be dependent are included, 
the loophole becomes large enough to 
drain out a huge amount of money. 
In the case of female relatives, this 
must be restricted to the near rela-
tives like daughters and sisters only. 
The provision of Rs. 10,000 for each 
marriage seems to be too high. The 
Government is on the one hand advo-
cating the abolition of dowry system. 
I think this will encourage the people 
to fall an easy victim to the evil which 
we want to abolish. This provision 
should be much lower. In the case 
of insurance also, the same principle 
should be applied.

A ll sorts of relatives or dependents 
should not be included in this cate-
gory so that large amounts may be 
thrown off through that gap.

The last loophole which I would 
rather call a manhole is regarding the 
gift of a man to the wife of a lakh 
of rupees because it is a prepostrous 
limit and a fabulous exemption. As 
regards the point about double taxa-
tion raised by some hon. Members, I 
would like to say this. If the wife 
after getting a gift again executes an-
other gift in favour o f another man, 
what happens? It cannot be called 
double taxation if a tax is levied on 
the second transaction. That is not 
double taxation. Because there are 
two separate transactions.

Lastly, I want to say this. The hon. 
Minister assured us yesterday that 
bonus, pensions, gratuity, etc. wouki 
be exempted from the Oift-Tax. I 
do not know whether the contribu-
tion nude to the political parties
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should also be taxed under the Gift- 
Ifex Act.

Shri Morarji Oesai: That was in-
come-tax; not gift-tax.

Shri Ghoul: My last point would 
be regarding the machinery for the 
realisation of the tax because we have 
got bitter experience about it. Many 
hon. Members have already com* 
plained in the House and also many 
eminent persons have complained 
outside about the defective working 
of the system. The pattern of reali-
sation of the gift-tax is just like that 
of the income-tax with some minor 
variations. My point is that many 
good measures may be foundered by 
the defective working of the machi-
nery. Our first attention should 
be given to the working so that we 
can improve the machinery and the 
people who want to evade tax and 
deprive the Government of its legiti-
mate dues could be detected easily and 
brought to book. In the case of 
income-tax, we find that the disputes 
on the taxable amounts are dragged 
on from department to department and 
thereafter from court to court. After 
a long time we find a big amount of 
the tax turns out to be a dead money. 
In order to aviod such contingencies, I 
would like to draw the attention of 
the Select Committee for improving 
the realisation system of the gift-tax.

Lastly, 1 come to the recommendation 
fo Shri Kaldor about certain improve-
ments also. He says that if an extra 
crore of rupees were spent on raising 
the standard of salaries in the revenue 
department, the return to the State in 
terms of additional revenue collected 
is bound to be many times the ad-
ditional cost. So, Government should 
take sufficient note of it so that the 
machinery can work well and with 
honesty and integrity. Lastly. . . .

Mr. Deputy-Speaker: There have
been two lastly’s already.

Shri V. P. Nayar (Quilon): This is 
the last lastly’.
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SkH Oh— 1; Thia is the final lastly. 
I would like to draw th« attention o f 
the Select Committee to the rates 
given here. The rates are not even 
according to the recommendations of 
Shri Kaldor. I request this Members 
o f the Select Committee to look into 
this and consider this point also.
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SWWT, $?ft <n4-TVTT f!T flVTV flRT 
«w f a *  # wr imfr % fcra 5tto t qr 
flnhc T$*rr < w w  n f t  
^  ^  ^t ?ror *nrR ^t wq^ o tt  
s^ram * 3  1 qf* 5*  f r o  im  qn 
qfr'tm  q? JWT ftp 5HTT 5i!T # aft ?pr 
f #  «tft T ^ ft  'refw *Fft wt T^t | O TT  
ffij « rm r  ?FT m  4  ^  r̂tnsrar %
f t r ^ W  «R f J W f a m l  * T  3fT ft

5T? ij t t  5>n 1

cn ffft *p H 5ft w
^mr t  ; ^ t  ,*ft **31 ^  * t  n i  

f, I *1* n f e m r  *  q^ fa*TT 

i  •—

“ ...fem ale relative dependent 
upon him for the necessaries of 
life on the occasion of her 
marriage” .

:4 s*r ^
<3̂1 Fm iraT P 1 nrfr vfr =refaqf Pa 
JSPfr P. iTT snfr -f: *mir srnfr vrxrfm 

7. f^rq ?j/r<rr *rr p\

srV >jti rir^ k s*r sTvjr^ft c  WHIl'P. 
H'T cfPTI £ ^
'tt f^nr? ^ r^ fv  j?;t— f -3 *rir? it 37 

ftnir wrr̂ l #1—’3^; f=?PT 3*1 fa*Nsr 
ir itt  c w « t t  *?t q i  & 3*rV

S*r w t t  *pt *tt ^ rsfrm  ?, ?  tft fa r e  

sr«?r n  ffarer ifT ^ r m t s t  s m  

1=3 f w  ffq r̂mn t̂ f  h *tft *ir t^r 
?<TT H i«lt f^RT % «Tj> f - l ' l l  ~fTP*1T I 

i f i f i i i  Jm  ?> ftp vi'jflTq^l
m %tzT m  ’rm  v x i  m rr i- 

r r f t  w i  * * *  v r f r  *ft

BW mf*TH ftnu
wrm w r fp  «ftr <ro* * z  f t
* * f t  wiflF# 1

^  f t m v  v  #vbw v  #  jp i  
$ i# w «  ’pt fim  ftRT w  | fanrv 
^ r r  ftn ?  t w  ftm  ?tk  
w r  ^n=r v r  v ^ r  m r r  ^  f ^ w  « f t  v f W v

t  ft: q f?  * fli oJfPicT frtfr
arpRr vr  wr̂ rt*̂  ^rtr fa? ^n«Tf *i ^*r 
IF# *Pt ^ f t  ?TTf *T ^T=T ST *T=P ? f t r  

t> ;ih  ^ r r  ^  'K’t t̂t ^  f^  j|r?f 
^  ft^T ^q'tftp ^  ^
5!TT?TT qT fspT »T ^=T f W  5TFTT ^ 7*wt 
fwqf?r '>*ft t  %  3»FT V *  ^  *TrsT̂  

% rfj 5T̂ n 5fit m ^  W- ft
sntpfr ^  ’J*tV 3m  W- &  
ap'T f w  t w  T̂ nr q fr r  1 stf 
q^ ^ ftp j f r  ^rtrrr ^ ?fT̂  ofT ^  
^PTT t  T* fM t % f H  7M iT^W^nfr 
^TT !TTr’ TT?^r T^T ? ? V  ZPT7 W^^RT^f
% srr  ̂ vfr ?FTr ^  f w n  ’tt m  
^ jfr 5to * r  >n fn*-i 1 «i ^rrm 

f̂ T?TT fm ? im  fcqT ith t ^Tf^q 
TTRTt F #  :<’ *?V 5̂ Tf h^T ’TqT ? ftp 

TH T̂=i -KT 7^  ftp -?.3TT jf\  ir
7,1 zr̂ rTT P. <JT ■Tfr ZT m̂TT P I 

A nwn^i i  vv f ? n m  m  ?, 
TTTtnfnT gT »iC?iT t' tfrr q?r T̂t 

jTivjq- ? f :̂ r̂ar =pt t t
f ;  *5f T̂T 'jhV \̂'~ ir TT
q?r *pt ?A ftr f̂pr ^PTrf *r»r '̂t 
5PP t i j f i  n i p, irn̂  nsr 
5ftp HT  ̂ if qfr ^TTt n t ?  ?ftr t»tV 

fin ?  t w  f^rqr x r t  i jt ?r*rHnrr 
f  ^  f t m w ;  h » r i f m  ^T'Tx 

:anftrq f̂ r ^TfR ^  qT %*( h: ttYt 
vfr TTf Tr^fFT qprf sqf^r w z  

^ tw t P wtr f«nr % ftrq 7^
SjTff 3|T T?T P crfC T R  *6T ^ t

^  q r  i » t  s q f t w  %  s r a f a n r  =r^r P f t r a  

?T q ?  5^2: f t  ftp ^TFt ftnm ^RT VT 
5# *  apr̂ r ^t ^ m  <RTVt VST̂ T 
f w  arnTT ^TffT ftner ?>rt &  % 
fm  1



[«ft

W  H^psr if sttt Hftftr nwfhwr 
% fWTT V*, W  WTcT *ft n w w m

I  i

W w  #  try %ft* ift 5ITWT *?t 
n f  | i ip tt vt1!  suftr * v  #  ^riid
qVT37 T *# , *ftT W  f^RT % *TT*T 

TWT *T$VT VT * ?  ^T *?t <T?ft 
$t, v k  *PTT q^ft t t  3*t<kz

#  % 5 ^  WJTT faVT#, sn f WIT 
ht. % vht vr*r % fr  f r o m  
at tt  *ft Tiftr vt 3* *  <rftr ira, 
f w  tm  % ir*?nfcr ^ m n  s w  
amfrrr j xtw t t  *f i?v jt? « p t ft t  <t 
»rf $ f t  ? trifar, u * »  ^  w  0T5 
fippft **Tts ^ f t  ut * v  ^vr^nr 
% t t  *  3 m  ^  f W v  HPT jjtnT I 
vfaf«re»< * qftanhr ft* % *ts 4 
«»mcTT j  f t  *%• f r ; rw ft i«  tn ^ r  

i in r  a t  *r? f t $ * r v  
*rfmf vt,

* t  t? v  ^ t  * v  #  § v r e t f  * j v  *n *r  ?srct 
|, t o #  fim  1 1  ^  at inr v m  
t o  $ v r j ?  t t o  ftref# q v  
srht ?rv h t t  * t p t  t w t ,  # f t * f t  
v f i R i t  #  *  <rf, w  ^  f i m  #  
t f r i t * *  f t *  % «m? *  w fc r , t e n t ;  m  
\ * i ,  t e n * ;  f a ^ r v  *5t n r  « r n r  

•Ft ft^TT a rr^ rr t

?fm areft % £ * r  «TTT V^, %
T it 3  f o f a v  w f w  *n»r $**T^r 
t #7 Vt art *T*RTT ¥t *rf t  ^T 
%n*fr xftx tt  vt gift «ft»ff # r̂m?r 
f w  | i q ft  *r*r t w f  % * t « f*  w 
*ft n ft  a r ?  vr v t f  nrv’hr sft*Tt 
v  faw $?r v *  isv  f t  #  *ntft % « m  
i w w i f f i f t r  3=TVt v t f  tft arra

t f t  % O T w m r j  f t  t t  *r t v s r  ¥ t x rm ft  
#  a r^ t |> ft  i # ft^r w  ?p ^ p t ^  ift 

ir t t  f t  v n f W  % i ^  ? t  T O !  ft f t  
^t * r r f t ^  ‘̂, t  v m ftz  ^  
rffr ?rm ?r sirnrT fa *
•prT % faw ^nrr^f farm m  
% ^  ^  «j#<nrd w w f w  * m  

v t  sp jfn  tfV ferer?ft t ,  ^Nrr f t  

tm  *ft arg^t v  ^  r^fr
fwftr % ft# ?  v t  im rrft #  wpr f  el 
w tv^ t ^ t  rw irmT i

yarft wrar | ,  irfr  v t f  w r ftr  

H4,o*o ?o ^  f*TR: ^ v *rrfi %■ 
fipmr ^ o c o  ? o  ^*rr *ftr «rft 
»n? ^ratT^ Itfz  % nh \ ° ° ,  ^ o«  f o  
vr ?rr*r ftm i n wum j  f t  *rf v r*  
wtt ?mr | «rtr ?rm ar^t »r t m  *»fY
W W ft  VfTT WT̂ T | #ftsr Ŵ TT V t{
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m nwfo* v fism W  $Wt, f o r
f t  «frr w i r t  vP nm  t  
-ft xm ft farti  t  « t f t  wrpsar fa*TT «rr 
t  «tsjt ift <rj*pr t  «nt»ft i

,'w f  % ŵ ppfar w j *t m f t w
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V!«W TT W?, ^T *t jrf? f t  
W^WtRTT Vt *TR  *  f a t  3?$ $Q
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1 ? * t * T t  y r ^ y t y r y ^ t f ^ m 
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irmrfavnr *t t  *m  *nw 
n$. $f«r % x t  z m  y r t  * t  
m m  £ s*r t  tt  *gm fat ant
TTfkt 1

im t  *rm w «?r j  **r 
fw t w  y t xprt *mt?r ^  jtt 4

4> w f  jf 1

Shri Soman! (Oausa): Mr. Deputy- 
Speaker, Sir, the primary objective 
of this Bill is to plug the loop-hole 
under which it has been possible for 
persons to make gifts to reduce their 
liability under the various taxes, and 
indeed the Prime Minister, while 
introducing this Bill, had indicated 
that this transfer of property in favour 
of close relatives has been the com-
monest form of avoiding tax liability 
under the various Acts. »

So far as this basic objective of 
plugging this loop-hole is concerned, 
there can be no difference of opinion. 
'While suggestions have been made

by Prof. Kaldor and by some other 
experts also that this loop-hole could 
have been plugged by amending the 
Estate Duty Act rather than by  
bringing in this new taxation mea-
sure, all the same, the need for bring-
ing this measure cannot be question-
ed. But my submission is that this 
Bill goes much beyond fulfilling this 
obvious need, and there are various 
provisions in this Bill of such a 
sweeping character, that unless the 
Select Committee thoroughly examines 
the implications of the various pro-
visions, I am afraid the Bill might 
cause undue hardship and difficulty in 
various directions. 1 therefore appeal 
to the hon. Finance Minister and to 
the Members of the Select Committee 
to realise this, namely, while on the 
one hand they should ensure that the 
basic objective of this Bill is not in 
anyway compromised or prejudiced, 
on the other hand they should also 
examine the adverse repercussions 
which the various provisions of this 
Bill may have on the smooth func-
tioning of the business houses.

The first suggestion that I want to 
make is that this tax should be levied 
on the donees and not on the donors, 
and I do it for a very valid reason. 
Indeed, Prof. Kaldor himself had 
made a similar suggestion.

Shri Morarji Desai: Does the hon. 
Member accept his scheme?

Shri Somani: I am referring to
Prof. Kaldor because this integration 
of the new taxation pattern has been 
primarily based on the recommenda-
tions of Prof. Kaldor. Therefore, I 
am drawing the attention of the Gov-
ernment to the fact that Prof. Kaldor 
himself suggested that this gift-tax 
should be levied on the donees and 
not on the donors. This can be illus-
trated by the fact that if a person 
makes a gift of Rs. 5 lakhs in one 
year, either to one of his close rela-
tives who has already got adequate 
resources or distributes it to SO or 100 
needy persons, still the incidence of 
tax remains the same. Obviously, it 
will be logical from the point of view 
of our socialistic pattern of society 
also if the incidence of tax on gifts
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which are distributed in such & wide 
circle is less. As a matter of fact, this 
practice of making gifts to needy per-
sons should be encouraged, and not 
discouraged. I, therefore, submit that 
the suggestion made by Professor 
Kaldor to make this tax payable by 
the donee should be properly exa-
mined.

Indeed, the number of taxes which 
an individual has to pay in this coun-
try is so large. We have about IS 
kinds of direct tax in this country, 
compared to as many as 18 or 19 
which are known throughout the 
world. Even from the point of view 
o f incidence of this tax on a single 
person, it is desirable that the gift 
tax may be transferred to the re- 
cepient rather than to the person who 
makes that gift.

Coming to some other provisions, 
I refer to clause 4, about which refe-
rences have been made by many pre-
ceding speakers. I would confine my-
self to making observations about a 
few difficulties which. 1 think. will 
arise unless this clause is suitable 
modified. Instances have already 
been given how in case a managing 
agent foregoes his managing agency 
commission in the interest of the com-
pany itself, that commission which to 
foregoes i£ regarded as a gift and 
will be taxed as such I do not think 
it is the intention of the Government 
to tax the managing agency commis-
sion which an agent has forgone in the 
interest of the company. I hope it 
will be possible for the Select Com-
mittee to clarify the position in this 
regard.

Similarly, there are a large number 
o f transactions in the day to day 
functioning of a company or a business 
bouse which can be made liable to 
this gift tax, unless a suitable clarifi-
cation is made. It may happen that 
in the case of business when the 
trade discounts and rebates are given 
at Varying rates on the same day, the 
Gift-Tax officer may legitimately hold 
a certain minimum discount as the 
normal trade practice and retard

anything that has been given above 
that minimum discount as chargeable 
under the gift-tax Bin.

Indeed, I have been told that even 
the sales of cement and paper and 
such other commodities, which are 
made to the Government at a reduced 
price on certain assurances which 
have been given to the industry may 
also be liable to be taxed under this 
Bill. There are various kinds of other 
examples which have been given. 
But, instead of lengthening the list 
of illustrations, I would like to appeal 
to the Select Committee that it should 
be made clear that all business trans-
actions of a bona fide nature will be 
completely outside the purview of this 
tax.

Then, there is the question of the 
compromise arrangement. Here again, 
the provisions in this Bill will en-
courage all sorts of litigation. Be-, 
cause, in the ordinary course it will 
be difficult to convince the gift-tax 
officer that all legitimate steps 
have been taken before any debt has 
been compromised or written off and, 
to that extent, people <hay be forced 
to waste unnecessary money for re-
covering certain dues when they 
clearly know that that would not be 
possible, whatever litigation they 
might resort to. Therefore, it is only 
fair and reasonable that any sort, of 
compromise that may be arrived at in 
the day to day ordinary business in 
the routine manner should not be sub-
ject to this tax.

I can understand if this provision 
is made applicable to the debts which 
may have been made to some of the 
close relatives or associates of the 
individual concerned. Here there may 
be grounds for certain suspicion or 
doubt. But so far as any outstanding 
or debt in the case of outside parties 
are -concerned, there is absolutely no 
justification to give any discretion to 
the gift-tax officer to look into mny 
compromise that may be arrived at In 
settling the debts. He nay or may 
not allow any such compromise and 
he may, on his own judgment, impose
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gift tux on any amount which they 
themselves think unrecoverable if he 
feels that adequate legal or other 
steps were not taken by the party to 
realise those debts. It is, therefore, 
very essential to make a clarification. 
If at all this restriction is to apply, it 
should be confined to the debts or 
outstandings against persons who may 
be falling within the definition of 
“ associates".

Then, much has already been said 
about contributions to charities or re-
ligious institutions. I do not think 
it is the purpose of this Bill to bring 
all those contributions within the mis-
chief of this Act. There are a large 
number of religious, educational and 
social institutions. Although the hon. 
Finance Minister yesterday pointed 
out that the incidence of this gift tax 
on such contributions may not be 
large, the fact has to be recognized it 
will be a sort of harassment if small 
contributions over Rs. 100 are brought 
within the purview of the Gift Tax 
Bill. When it is not going to bring 
any substantial revenue, I submit, 
there is absolutely no justification for 
making all these contributions liable 
to tax under the Bill. Therefore, as 
has been already pointed out by 
various speakers, such contributions, 
irrespective o f the fact -vhether they 
are exempted under section 15(b) of 
the Income-tax Act or not, should be 
outside the purview of the Gift Tax 
Bill.

T submit that, as in the case o f the 
public companies, which have been 
exempted, some private companies 
which come under section 23A com-
panies should also be exempted. 
There are a number of genuine cases 
where the companies come under the 
category of section 23A companies due 
to certain definitions in the Income- 
tax Act. I submit that this exemp-
tion should be widened and such com-
panies should also be exempted from 
this Bill.

While the basic objective of the 
Bill is one against which there can 
be no objection, there are various 
provisions in the Bill which will in-

volve unnecessary hardship, difficulty 
and harassment to the persons con-
cerned. So, it is very desirable to 
modify and simplify the Bill in a 
manner which, while keeping the 
basic objectives intact, will remove 
the provisions which may cause un-
necessary hardship.

Dr. Snshila Nayar (Jhansi): Mr.
Deputy-Speaker, I join in the support 
that this Gift Tax Bill has received 
from all sections of the House and I 
agree that it is a very desirable step. 
As was pointed out by various spea-
kers, it completes the tax structure 
that we have evolved so as to promote 
the ideal of socialistic pattern and 
removal of disparities of income and 
wealth.

Now, while I welcome this Bill, as 
I welcomed some of the other similar 
taxation measures, which have beer 
introduced earlier, there are certain 
details which do need attention. 
Several of them have already been 
pointed out. I wish to emphasise that 
while taxation is very necessary for 
running the various services that the 
State has to run and for removing 
the disparities and for ensuring equit-
able distribution of the wealth that 
is being produced, at the same time 
1 feel that the real remedy for re-
moving these disparities and the most 
effective method of achieving the so-
cialistic pattern or sarvodaya type of 
society is by increasing the awareness 
and realisation in the hearts and 
thinking of the people that accumula-
tion of wealth in a few hands is 
neither a source of joy, happiness or 
enjoyment nor does it confer other 
type of real benefit. In other words, 
to the maximum extent possible the 
idea of voluntary sharing, the idee 
that the individual is a part of society 
and the happiness, prosperity and 
well-being of the individual depends 
on the happiness, prosperity and well-
being of society as a whole should be 
encouraged to the greatest extent pos-
sible. To that purpose I feel that the 
exemption that has been given for 
making a gift for the education of 
one’s children should not be limited to 
one’s own children. If anybody is wil-
ling to spend money to make a gift for
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the education of not only his own 
children but any other children, it 
should be exempted. Money spent or 
money given by way of donation for 
the education of children anywhere 
should not fall within the purview of 
gifts tax.

Similarly, exemption has been 
given for making donations to those 
charitable institutions which are re-
gistered and are recognised charitable 
institutions. There are a number of 
institutions doing very good work, 
which are perhaps not registered und 
which are not able to stand on 
their own feet. They are in the 
OTi-lier stages and when they become 
regi.Uc'.ed and are recognised they 
have othe* sources from which money 
can be available to them, for instance 
Government grants or Social Welfare 
Board grants etc. But during those 
initial stages, when they are not re-
gistered and are not recognised, they 
can take roots and continue to render 
the services and develop the services 
that they have started only through 
private charity.

A number of us, who have b.nn 
engaged in social service in various 
spheres forms, are very well awaro 
of the importance of not having this 
source of charity dried up or minimis-
ed. An argument is sometimes given 
that after all a man, who is willing to 
donate say Rs. 1,000 towards a charity 
or to a charitable institution, can 
give a few rupees for meeting the tax 
also. As things are, somehow or the 
other it is human nature that tax, 
■even of a small amount, acts as a 
great deterrent. Therefore while 
the gifts tax is most welcome to plug 
the holes and prevent the abuses 
which can occur and which have 
occurred in the form of an individual 
making presents of large sums of 
money or property to one’s own kith 
and kin to escapc death duty, estate 
duty and other forim of taxation, 
genuine charity and genuine willing-
ness on the part of an individual to 
share his earn.ags or his wealth with 
the needy sections of the society 
Should be cncouraged and to do so it

should be made exempt from taxation. 
I would commend to the hon. Finance 
Minister the recommendation made 
by several hon. Members in this 
House that it would be desirable to 
levy the gifts tax when the gift is 
within one’s family or within a cer-
tain circle, which may be defined, but 
outside that circle if a man is willing 
to give money or extend help to 
others it should be free from taxa-
tion.

There are a number of very hard 
cases which many hon. Members must 
be familiar with—cases of sickness, 
cases of genuine old age distress, 
cases of widows in distress and cases 
of orphans in distress—which will 
not be covered by any of those items 
which have been included in the list 
of exemptions given so far. These 
cases should be covered. It will taice 
us a long, long time in this country 
to have a well-developed comprehtn- 
sive social security system which 
takes care of all needy sections of 
society. Till that time these neeay 
people have to bo taken care of some-
how or the othi- and those members 
of society, who are willing to do so, 
should bi- encouraged in that direc-
tion. What we want is distribution 
of wealth. If that distribution can 
take place 011 a voluntary basis and 
the donor gets the joy out of it as 
well, there should be no objection to 
it. As a matter of fact, the spirit 01 
voluntary sharing can go a very long 
way in building up that moral fibre 
which is the backbone for the success 
of all our taxation measures. It will 
eliminate the leakages that take place 
the dishonesty and the tax evasion 
that keeps on occurring all the time. 
And talking of that I wish to bring a 
very important instance to the notice 
of the hon. Finance Minister. A large 
number of people in this country are 
being persuaded to offer bhoodan or 
to offer sampattidan. Now, are those 
people to be subjected to the levy of 
the gifts tax?

Shri C. D. Pande: Oh yes, certainly.
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Dr. BoahUa N »y«r: It will not be 
right to do so in my humble opinion. 
Sant Vinoba is going walking from 
one end of the country to another in 
trying to create that awareness in the 
hearts of our people that the indivi-
dual owes a debt to society., that what 
the individual earns is through the 
help of society and therefore he 
should share it with society. Now, 
if that spirit catches on and if the 
people, who have wealth and who 
earn a lot of money, become aware 
of it that society is entitled to a share 
out of their wealth, out of their earn-
ings, the natural corollary is that they 
would think twice before earning 
that money or accumulating that 
wealth through anti-social measures. 
They are willing to share it with the 
society, because they feel that they 
have got it through the help of 
society and they should share it with 
the society. It is obvious that they 
should not earn it through anti-
social means, bribery, corruption, 
blackmarketing, adulteration, etc. 
This spirit is far more important, to 
my mind, for the regeneration and de-
velopment of our country, of our eco-
nomy and all-round uplift of the nation 
than a few la<chs or even a few cro- 
res of rupees earned through taxa-
tion. I wish to submit that with that 
spirit, the income of the Government 
is likely to increase many times, be-
cause, all the loop-holes that we are 
trying to plug today will, to a very 
large extent, be plugged voluntarily. 
Therefore, I wish to submit in all 
humility that the gift-tax should take 
very good care that it does not dis-
courage people from voluntary shar-
ing. I support the plea that has been 
made for exempting gifts to religious 
institutions even though they may 
serve a particular sect or community. 
I wish, nobody thought in terms of 
particular communities or particular 
religion. However, things being what 
they are, some of these religious insti-
tutions render very good service even 
though it is to a small section of 
society and they should be allowed to 
continue their good work.

In general, this gift-tax measure 
can, in my opinion, be the greatest

boon to the nation, because, It can 
encourage the natural tendency tow-
ards charity that is there in the hearts 
of our people. It can encourage the 
spirit o f voluntary sharing more and 
more so that the moral fibre of our 
people rises high. I plead again that 
care should be taken to exempt 
Bhoodan, sampattidan and all other 
forms of voluntary sharing and evsry 
effort be made to encourage the spirit 
of voluntary sharing with the help 
‘of this Gift-tax Bill. With these 
words, I support the Bill.

Shri D. C. Sharma: Mr. Deputy- 
Speaker, the first observation that I 
want to make is that the date fixed 
for the submission of the report by 
the Select Committee, 1st May, 1958, 
does not give enough time to the 
Select Committee to go into all the 
points that have been raised. I 
believe that instead of doing its work 
in a hurried manner, the Select Com-
mittee should do it in a very elabo-
rate manner so that this work is done 
as well as it should be. Therefore,
I would say that the date for the 
submission of the report should be 
extended at least by one week.

The second point that I want to 
make is this. I do not think that this 
gift tax will give us an integrated 
tax structure in this country. Where 
is a tax structure in this country? I 
do not think there is any tax struc-
ture in this country. If there is any 
tax structure, it is not integrated. 
When you talk of integration, you 
mean to say that there is going to 
be an organic connection between 
one part and the other, that there is 
going to be a logical connection 
between one part and the other. So 
far as our taxes go, we have been 
going along the British path and we 
have been following the system of 
muddling through. I believe that 
this Gift-tax Bill is, again an anti-
estate measure. We have the income- 
tax measure. People evade it. We 
have the expenditure tax measure; 
people are evading it. We have the 
wealth tax measure; we have the 
estate duty. Now we have this gift- 
tax measure. I want to ask the hon.
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Finance Minister—I am very glad 
that he is our Finance Minister and 
we are all proud of him—“what
after this?" If people evade this
measure also, if people escape the
meshes of this net also, what kind of 
measure is he going to bring forward? 
I have to say that the whole taxation 
policy of this Government is a policy 
which is not based on any rational 
thinking, which is not based on any 
thinking in terms of the needs of our 
country, which is not based on any 
thinking in terms of the millions of 
our country. I should say, some-
times, we go to this man or that man, 
we go to Mr. Kaldor or some other 
person. What are we doing? Our 
tax structure is a patch work struc-
ture. I should say that this patch 
work structure should be amended 
and reformed. We should do some-
thing about it so that there is a struc-
ture which is worthy of a great coun-
try, worthy of a great nation. I do 
not feel happy when I think of the 
tax structure of this country.

Another point that I want to make 
is this. It has been said—it is a very 
pathetic confession on the part of the 
Finance Ministry and on the part of 
the nation—that the only effective 
method at checking such attempts at 
evasion or reduction of tax liability 
is by levying a tax on gifts. Eva-
sion has been a chronic disease in 
this country. It has been a persis-
tent and malignant disease. It has 
been a disease which has corroded 
the financial vitals of our nation and 
of our country. It has gone on from 
year to year. We are not ashamed 
or repeating it even in the Statement 
o f Objects and Reasons of the Bill. 
I would like to know what we are 
going to do to stop this. I say that 
even if 50 per cent of the sugges-
tions that have been put forward 
today are adopted, evasion at this tax 
will be in a much larger measure than 
possible. Yesterday, it was said that 
this measure will be liberalised. I 
know how the Wealth-tax Bill was 
liberalised. I know how the Expendi-
ture-tax Bill was liberalised. We

liberalised to an extent when very 
little vitality was left in them, very 
little power to get money was 
in them. I hope the Gift-tax Bill 
will not be liberalised in the same 
maimer so that it becomes a Bill with-
out any teeth, becomes a Bill which 
defeats its own purpose and becomes 
a Bill which gives away more than it 
can get. I would submit respectfully 
that we should go about the work o f  
liberalised in such a way that the 
Gift-tax Bill remains a revenue- 
earning Bill, a money earning Bill and: 
does not merely form part of our 
statute-book to be shown to the world 
that we have taken a step in the 
direction of a socialist pattern o f 

' society. I would submit respectfully 
that this Bill should be made effec-
tive. It should be made operative in 
the best sense of the word. Too many 
concessions that have been asked on 
the floor of the House should not be 
given. Because, in that case, we will 
have a Gift-tax Bill which will be a 
Gift Bill without any tax. That it  
what it will come to.

An Hon. Member: Or a gift of tax 
Bill.

Shri Narayanankatty Menon (Mu- 
kandapuram): May I seek a clarifica-
tion from the hon. Member regarding 
exemption given to gift of Rs. 1 lakh, 
to wife?

Shri D. C. Sharma: I am coming to 
that.

Shri Narayanankatty Menon: W e
would like to know your opinion.

Shri D. C. 8harma: I wanted to
make a few observations with refer-
ence to the clauses. I come to clause 
3. It is said that a new liberal 
exemption is provided Tor gifts made 
to one’s wife. I do not understand 
much about these things.

Some Hon. Members: Why?

Shri D. C. Sharma: I would submit 
respectfully that there may be emo-
tional logic behind it to give exemp. 
tion to a gift of Rs. 1 lakh to one^i 
wife.
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There may be sentimental logic 
T»ehind it, to give exemption for a 
gift of Rs. 1 lakh to one’s wife; there 
may be any other kind of logic also 
behind it, but I tell you that the logic 
o f finance is not behind it. The logic 
o f the developmental economy of the 
country is not behind it. Therefore, 
I do not think that this concession 
which is being given for gift to one’s 
wife should be persisted in. I think 
they should also be treated in the 
same way as we are treating the 
other persons and no special kind of 
privilege should be given to them.

Shri C. D. Pande: It should be to 
other’s wives, and not to one’s own 
wife.

Shri D. C. Sharma: Again, I want 
to submit very respectfully that I am 
very much worried about the way in 
which the values of gifts are to be 
determined. In the first place, there 
is no time at my disposal to go into 
the whole gamut of the Iincome-tax 
Department, but I would say that we 
are saddling the Income-tax Depart- 
jnent with new duties every day, 
with bigger duties every day, and 
with more duties every day, which 
they have not yet been able to face.

I want to tell the Minister that he 
should send some of these income- 
tax officers for training to those coun-
tries where this gift-tax has been 
administered. For instance, they 
should be sent to Sweden, so that they 
r/ill learn how this gift tax can be 
administered in the best possible way. 
Again, I want to say that so far as 
the administrative machinery of our 
country is concerned, it has not 
proved to be adequate so far, and I 
hope that the strain that will be put 
on this machinery by this Bill will 
not be so big as to make that 
machinery much more ineffective than 
it is already. Therefore, something 
should be done. For instance, I am 
told that only Rs. 8 lakhs are going to 
be spent for expanding the Income-tax 
Department. I am glad that the money 
that we are going to spend on it is

not very high. But I would say that 
if we want to make this Bill really 
operative, then we should not mind 
even if we spend a little more money 
on the officers who are going to be 
employed to collect this tax. I think 
in this matter economy should not 
be our guiding policy; in this matter, 
we should have what may be called 
adequacy, and not economy, and I 
would be happy if a little more money 
were provided for these persons.

Everybody has welcomed the rebate 
of 10 per cent. Of course, everybody 
will welcome it. You do not require 
any arguments to welcome it. But I 
would say that rebate is generally 
given on consumer goods. If we want 
to popularise some consumer goods, 
we want to give rebate on their 
prices. I do not see any reason why 
rebate is being given in this Gift- 
tax Bill. It is a very dangerous pre-
cedent that the Finance Ministry is 
setting up, a precedent which is 
fraught with great dangers, and I 
would say that the Select Committee 
should go into this question from all 
points of view, so that we are not led 
along a path which will not prove to 
be a path for our good.

Again, the plea has been put for-
ward for all kinds of institutions, 
sectional, sectarian, and religious and 
so on. I would submit very respect-
fully that donations for charitable 
purposes are sometimes given in a 
way which does not serve the ends 
which they aim at. I would request 
the Finance Minister to see to it that 
no charitable institution which is 
devoted to sectarian or sectional or 
communal or religious interests is 
given any concession of any kind. 
On the one hand, you say that you 
want to build up a socialistic pattern 
of society by means of this Bill, and 
on the other, by giving exemptions to 
sectarian and other institutions, you 
are putting the clock back.

I would submit that in this matter 
we should be very firm, and we should 
not try to foster this spirit which has 
proved to be very dangerous to our 
country.
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Of course, this Bill is very good, 

so tar as its objects axe concerned, 
and so far as its principles are con-
cerned. On that, no two views can 
be there in this House. All the 
same, I would submit very respect-
fully that we should not liberalise 
this Bill out of existence, as we have 
liberalised some of the other Bills 
like the Expenditure Tax Bill and 
the Wealth Tax Bill almost out of 
existence. That is the only thing 
that I want to suggest to the Finance 
Minister.

Shri Morarji Desai: I am very
thankful for the welcome that this 
Bill has received from all sections of 
the House and also for the various 
suggestions that have been made to 
make the Bill more effective, and, 
therefore, also, perhaps, more rational 
in some matters.

I need not assure my hon. friend, 
the great professor, that there is no 
intention to gift away the Gift Tax 
Bill, and it is not for that purpose 
that it is being referred to the Select 
Committee. It was a very literary 
piece that was given to me, but when 
he said that there should b-s no senti-
ment, I found him full of sentiment. 
Literature and sentiment cannot be 
kept apart, nor can finances be kept 
apart. After all, the finances of our 
country are also meant to satisfy the 
sentiment of making people happy.

Shri Narayanankutty Menon: Hap-
piness is not a sentiment.

Shri M orarji Desai: Otherwise,
there is no necessity. Therefore, all 
sentiment ought not to be taboo in the 
mind of my hon. friend, the professor, 
because sentiment plays a great part 
in human life and is very important, 
more important than the economic 
part of it. At any rate, that is my 
view; that is the view that I hold.

Shri D. C. Sharma: As Finance
.Minister?

Shri Monurji Demi: I shall be very
careful to see that my sentiments do 
not run away with the finances of the 
country. On that score, I can give 
him an assurance. But he ought not 
be very hard on the majority of the 
people in the country and in the 
world who think better of human 
life than he thinks. He chooses to 
remain alone and wants all the 
people to go the same path. Well,
I hope he will be more tolerant to 
the other people and more friendly.

Shri Narayanankutty Menon: That 
is too late.

Shri Morarji Desai: I do not want
him to hurry at all. But I certainly 
want him to have sympathy for all 
of us who have thought better of life 
than he has.

The question was raised just in the 
beginning of the debate that a person 
might pay much less tax by giving 
every year Rs. 1 lakh for fifteen 
years; and the calculation was made 
that instead of paying Rs. 2J lakhs or 
something near about that of estate 
duty, by giving away like that, he 
will pay about Rs. 14 lakhs. That i* 
possible. I cannot deny that it is not 
possible. But is it going to be an 
ordinary event in the matter of gifts? 
It would be a rare case, and I do not 
think there will be even one case 
like that where a person chooses to 
give away Rs. 1 lakh every year. 
And if he chooses to give away Rs. 1 
lakh every year, I shall be very glad 
if he gives away his whole property 
m a bona fide manner in his own life-
time; and I shall not mind if no tax 
comes to me, because he will have 
benefited society a great deal.

Shri Supakar (Sambalpur): Not
to society. Suppose he gives it to hia 
grandson.

Shri Morarji Desai: There will not 
be 15 or 20 grandsons for every 
person to give like that. There may 
be a stray case. Even then, it is part 
of human society that is benefited.
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There was a question raised about 
sampattidan and Bhoodan, whether 
these two movements will be hurt in 
any way by this Bill. There is no 
intention that these two great move-
ments should in any way be hurt or 
hampered by this Bill. I am quite 
sure that the Select Committee will 
see to it that that does not happen.
I have no doubt that all sections of 
the House will be supporting such 
improvement . . .

Shri Narayanankutty Menon: Yes, 
yes.

Shri Morarji Desai:. . . .  as is neces-
sary because all the political parties 
are committed to this, as far as I 
know.

There was a question, at the same 
time, of exempting charitable insti-
tutions which are not covered by the 
Income-tax Act. It is difficult to 
define every charitable institution, 
but, as I said, all charitable institu-
tions which are of a public nature, 
if they are not covered by the Income- 
tax Act, may be covered. But that 
may be a question for the Select 
Committee to consider. I cannot say 
exactly what will be the considera-
tion of the Select Committee in this 
matter. I have no doubt that all the 
suggestions that have been made on 
the floor of the House—and even 
those which are not made but which 
will strike the Select Committee— 
will be very carefully considered, 
even though the time given to them 
is only about four or five days. 
Even from the point of view of my 
hon. friend who wants that the Bill 
must not be liberalised in such a way 
that it disappears into thin air, it is 
necessary that more time should not 
be given. It will defeat his own pur-
pose if more time is given. . .

Shri Heda: How?

Shri Morarji Desai: If there is more 
time, more and more demands will 
be made. That is the nature of all 
demands.

Shri V. P. Nayar: It is an admission 
that you yield to pressure.

Shri Morarji Desai: Nobody is go-
ing to yield to pressure. Even in the 
matter of the wealth-tax or the 
expenditure tax, I refuse to admit 
that they were in any way watered 
down. What was done was only to 
rationalise them and to see that they 
were not a source of harassment to 
any citizen, howsoever one may like 
a citizen or may not like him. There-
fore, there was no intention of doing 
that in the Select Committees. I am 
quite sure that the Select Committees 
did their work very well. We nerd 
not doubt the intentions of the Select 
Committees which represent alwaj.-- 
all sections of the House, and 1 can 
say that so far the Select Committees 
of this House have behaved in the 
most admirable manner. We have no 
reason to think that the Select Com-
mittees on this Bill and the other 
Bill will not consider all the sugges-
tions that are made with a view to 
see that the Bills are improved in the 
interests of the country and not 
against the interests of the country. 
If in the interests of the country, some 
concessions have to be given, they 
should be given; but it should not be 
taken that the concessions are given 
in order to gift away something to 
somebody.

There was a suggestions that the 
limu of Rs. 100 given for miscellane-
ous gifts should be raised. It is diffi-
cult to raise it to such a limit where 
it will not then be a source of naga- 
tiving the whole Bill. Therefore, it 
has to be kept at a certain level. 
The whole thing will be empirical, 
whatever we may consider. Still, if 
it can be arranged in such a way that 
it cannot be misused or the misuse 
will be minimum or veTy little, I have 
no doubt that the Select Committee 
will give its thought to it.

The question of managing agency
'tnmission was raised. Under the 

income-tax law, we have reached an 
administrative arrangement that 
wherever managing agency commis-
sion is given up on account of losses 
or with the bona fide purpose of 
helping the company, it is given consi-
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deration. But where it is given up in 
order to avoid or reduce the tax that 
the managing agents have to pay, 
then there will not be a case for 
exempting it for this purpose. That 
will also be the consideration in this 
matter. I am quite sure that the 
Select Committee will be able to 
consider it on those lines. There is 
absolutely no intention on the part of 
Government to consider anything 
which is given up in a bona fide 
manner for a public good to be some-
thing wrong. We want to encourage 
the desire and the urges of people to 
be good to other people and to be 
more liberal. This does not mean 
that we intend this as a check on 
these liberal instincts of people. But 
we do not want the liberal instaincts 
to take advantage of society to see 
that liberal instincts are encouraged 
and utilise these instincts for other 
purposes which do not fulfil the libe-
ral spirit.

It is, therefore, that we have got to 
hedge these things round with several 
provisions. I wish that the tax could 
be m ide very simple. We should like 
all taxes to be made very simple. 
But all taxes can be m'xle very 
simple only if you live in a society 
where every person is prepared to 
contribute his maximum to society 
whenever the society needs it. We 
have not reached that stage, and it is 
no use quarrelling with some people 
if they try to evade something, when 
we fiind that almost all human beings 
try to evade some or the other of 
their duties and responsibilities.

Shri Narayanankutty Menon: Then 
why not punish the guilty people?

Shri Morarji Desai: We have got
to punish some evasions and we have 
got to ignore some evasions. If we 
try to punish all evasions, there is 
always a difficulty in that we will 
not be able to punish even the eva-
sions which we can. Human agency 
can only try to do the possible and

not the impossible. Those who try 
to do the impossible let themselves 
into holes from which they cannot 
come out. That is the only lesson 
which I want my hon. friends opposite 
to take.

I was asked by my hon. friend, 
Shri Nagi Reddy, whether rulers 
would be covered by the Gift Tax 
Bill regarding their privy purses. 
There also, if a transfer is made from 
a privy purse as a result of a legal or 
customary obligation on the ruler, 
the transfer will not be exempt. And 
it must be remembered that by a 
specific provision in the Expenditure 
Tax Act, we have excluded certain 
items of expenditure incurred from 
the privy purse. Such expenditure 
cannot, therefore, be treated as gift 
and subjected to gift tax.

So far as other gifts which a ruler 
may make are concerned, I do not 
see why they should not be subject 
to tax, but this is also a matter which 
I would certainly leave to the Select 
Committee to consider and make a 
firm decision.

I was reminded about Prof. Kaldor’s 
report or suggestions by several hon. 
Members. Prof. Kaldor is a very 
learned person and has made very 
valuable suggestions. But therefore, 
It cannot be argued that all those 
suggestions should be accepted. We 
do not go merely by one person or 
the other. We try to take the good 
from everywhere wherever it is avail-
able and utilise it to the best of our 
capacity. In the matter of Prof. 
Kaldor’s suggestions also, we try to 
take these suggestion as they benefit 
us. It is not even claimed by Prof. 
Kaldor—I had a short discussion with 
him only a few days ago for only a 
few minutes—that he knew the con-
ditions of this country completely. 
He, therefore, admitted that whatever 
he said might not be completely 
within applicability to conditions la 
this country. Therefore, we have got 
to consider these matters from that 
standpoint That ix how we an  
considering them.



It was said that the Professor 
considered that there would be an 
income of Rs. 20 crores from the gift 
tux.

An Hon. Member: Rs. 30 crores.
Shri Morarji Desai: Let it be Rs. 30 

or Rs. 40 crores. Imagination can 
make it anything.

Shri C. D. Fande: He did not
know this country.

Shri Morarji Desai: I would like to 
give the basis on which he calculated. 
First of all, he made a very high rate 
o f gift tax. Then he said that it should 
be taken from the donee—it should 
have application to the donee’s weath.
I do not know how donee's wealth 
will be there. In many cases, where 
gifts are given to people where the 
donees have no wealth whatsoever, I 
do  not know what the rate can be. 
It is a very difficult matter. But, 
more than that, he also assumed that 
private property in India in estates of 
Rs. 25.000 and above were of the 
order of 4,000 crores. I do not see 
how this could be assumed. He may 
be right; he may be wrong. I cannot 
say that he is wrong. It is not possi-
ble for me, because nobodv has been 
able to make a correct estimate of 
these things yet.

Then, he also assumed that l !25th 
o f this would be transferred every 
year by death or gift. I do not know 
how these mathematical calculations 
end in human life and especially in 
the matter of finances. I do not know 
whether . he has dealt with the 
finances of any country (Interrup
tion.) If he had dealt with the 
finances of any country, then, his 
valuable suggestions would have had 
a more practical aspect in this matter, 
particularly in the matter of this 
gift-tax. I cannot say that they will 
be very practical and, therefore, his 
estimate is not possible to be followed 
by us. That is all that I can tell my 
friends.

I do not want to claim that now 
the taxation structure is integrated 
and complete. I have never claimed 
i t  I wo*W  not like to claim it. But,

H jy i  G ift Tax Bill

we are trying to make the taxation
structure of this country a very reson- 
able one, a very effective one and a 
very efficient one. And, it is a grow-
ing structure. Its shape also will 
change from time to time and will 
change more and more as society also 
chagnes, and as methods of earning 
income also change. All these matters 
will bring in changes in the tax 
structure. Therefore there is no use 
going on with any preconceived 
notions about the taxation structure 
of this country at any rate.

I can therefore assure my hon 
friend the great professor that there 
is no desire on the part of this Gov-
ernment to claim that we are making 
something very ideal or an ideally 
integrated structure. He called it a 
tax for stopping evasions or some-
thing. If he is . satisfied with it. I 
am satisfied to give that name also 
to it. It does not matter to me what-
ever name is given to it. But this 
gift-tax, as we said, is a tax which 
is necessary if we want to have the 
Estate Duty tax, the expenditure tax, 
the wealth tax and the income-tax to 
work properly and to work efficiently. 
In that way it is a composite view 
that is taken in the matter of all 
these taxes.

There is a question which has been 
raised by several hon. Members about 
religious institutions. I can very 
well understand the sentiments of 
many of my hon. friends in this 
matter. Prima facie, it may appear 
that this is an instinct which ought 
to be supported and encouraged. I 
have no objection to it. But when 
we are concerned with the finances of 
the whole country, when a tax which 
will benefit the general taxpayer and 
the general citizen of this country is 
concerned, we have got to see that no 
sectarian movements get any advan-
tage from the tax system of the coun-
try. And if, therefore, there are any 
exemptions, the exemptions should 
not apply on the basis of benefit only 
to a particular section of the country. 
It is only on that basis that we are 
saying that religious institutions which
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[Shri Morarji Desai] 
are only of a particular kind or of a 
particular community should not be 
exempted from this gift-tax. If any 
gift of Rs. 50,000 comes to be made 
to a religious institution, is the person 
making it so illiberal that he will not 
want to make 4 per cent of, Rs. 2,000 
as a gift to Government at the same 
time? Why is he so hard on Gov-
ernment and so liberal towards the 
temple only? (Shri C. D. Pande: 
Psychology.) Let him also be equally 
generous to the Government of the 
country, to the temple of the country. 
I do not think any loss will accrue to 
him. On the contrary, it will benefit 
him more. Or, he can give Rs. 48,000 
to the temple and Rs. 2,000 out of 
this Rs. 50,000 to Government. That 
is what he can do. But, these are 
matters wherg we do not think that 
we should consider the Government 
is hard. It is a matter of principle 
with Government in this matter. But, 
I do not want to restrict the scope of 
the Select Committee in any way and 
the Select Committee will cettainly 
consider that. I am only trying to 
put before the hon. House a view 
that I personally hold in this matter.

It is not necessary for me to go 
into further questions relating to this 
Bill especially because it is going to 
a Select Committee which is going to 
consider the whole structure very 
carefully and make it as perfect as it 
is possible for the hon. Members to 
do at any given time. I have only one 
suggestion to make. I would make 
a request for the addition of two hon. 
Members to the Select Committee 
which I have already proposed. I 
would propose that Shri Thirumala 
Rao and Dr. A. Krishnaswami may be 
added to the Select Committee as 
proposed by me. I hope that the 
motion as moved by me with this 
amendment will be accepted by the 
hon. House.

Shri Narayanankatty Menon: Can
I seek a clarification of the hon. 
Minister? The tax exemption seems 
to be for a gift of Rs. 1 lakh to the 
w ife and the hon. Minister has not

given any cogent reasons for exemp-
ting that, whether it is statecraft or 
any other consideration. What is 
the consideration which weighed 
with the Government for this?

Shri Morarji Desai: I had already 
spoken about it when I made the 
motion. If the hon. Member was not
present at that time......

Shri Narayanankatty Menon: I was 
here.

Shri Morarji Desai: I had alredy 
spoken about it. There cannot be any 
reasons given in this matter which 
can satisfy everybody. It is a thing 
which we consider legitimate and 
there may be other considerations for 
a husband to make a gift to his wife. 
And, a majority of people are hus-
bands and wives in the world.

Shri C. D. Pande: May I ask one
question from the hon. Minister?

Mr. Deputy-Speaker: Does it arise 
from this relation of husband and' 
wife?

Shri C. D. Pande: No, Sir. There 
are certain institutions which are 
denominational or religious in name 
but they render service to the whole 
community. What will be the case 
of such institutions like the Jain 
Vidyalaya or the Jat Vidyalaya where 
all the students are educated?

Shri Morarji Desai: We should not 
go by names. We should go by the 
scope of their work work and actual 
work that they are doing. I think 
the Select Committee will certainly 
take this into consideration.

Mr. Deputy-Speaker: The hon.
Minister has moved Em amendment to 
his own original motion that the 
names of Shri Thirumala Rao and 
Dr. Krishnaswami be added to the 
original list. I will put it to the 
House. The question is:

“That the names of Shri Tiru- 
mala Rao and Dr. A. Krishna-
swami be aded to the original 
list.”

The motion was adopted.
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I will put the ordinal motion, as 
tow modified, to the vote oi! the 
House. The question is:

"That the Bill to provide for 
the levy of gift tax be referred to 
a Select Committee consisting ot 
Shri Asoke K. Sen, Shri C. D. 
Pande, Shri Tribhuvan Narayan 
Singh, Shri Mahavir Tyagi. Shri 
S. Ahmad Mehdi, Shrimati Uma 
Nehru, Shri Shivram Rango Rane, 
Sardar Iqbal Singh, Dr. Y. S. 
Parmar, Shrimati Renuka Kay, 
Shri Liladhar Kotoki, Shri 
Jaganatha Rao, Shri Narendra- 
bhai Nathwani, Shri Radheshayam 
Ramkumar Morarka, Shri Harisn 
Chandra Mathur, Shri Radhelal 
Vyas, Shri Vidya Charan Shukla, 
Shri C. R. Pattabhi Raman, Shri 
N. G. Ranga, Shri M. Shankaraiya, 
Shri Satyandra Narayan Sinha, 
Shri George Thomas Kottuka- 
pally, Shri A. M. Tariq, Shri 
KamaLnayan Jamnalal Bajaj, Shri 
B. R. Bhagat, Shri Mathura Prasad 
Mishra, Shri T. Sanganna, Shri 
S. R. Damani, Shri Rajeshwar 
Patel, Shri T. C. N. Menon, Shri 
Prabhat Kar, Shri R. K. Khadil- 
kar, Shri Bimal Comar Ghose, 
Shri Arjun Singh Bhadauria. Shri 
M. R. Masani, H. H. Maharaja Sri 
Karni Singhji of Bikaner, Shri 
Premji R. Assar, Shri N. Siva 
Raj, H. H. Maharaja Pratap 
Keshari Deo, Shri Naushir 
Bharucha, Shri Thirumala Rao, 
Dr. A. Krishnaswami and Shri 
Morarji Desai with instructions 
to report by the 1st May, 1958.”

The motion was adopted.

ESTATE DUTY (AMENDMENT) 
BILL

The Minister of Finance (Shri 
Morarji Desai): Sir, I beg to move:

‘ "That the Bin further to 
amend the Estate Duty Act, 1933, 
be referred to a. Select Committee 
consisting of—Shri Asoke K Sen, 
Shri C. D. Pande, Shri M. Tf.iru-

mala Rao, Shri Mahavir Tyagi,
Shri S. Ahmad Mehdi, Shrimati 
Uma Nehru, Shri Shivram Rango 
Rane, Sardar Iqbal Singh, Ur.
Y. S. Parmar Shrimati Renuka 
Ray, Shri Liladhar Kotoki, Shri 
Jaganatha Rao, Shri Narendrabhai 
Nathwani, Shri Radheshyam 
Ramkumar Morarka, Shri Harish. 
Chandra Mathur, Shri Vidya 
Charan Shukla, Shri Radhelal 
Vyas, Shri C. R. Pattabhi Kaman,
Shri N. G. Ranga, Shri M. 
Shankaraiya, Shri Satyendra 
Narayan Sinha, Shri George 
Thomas Kottukapally, Shri A M. 
Tariq, Shri Kamalnayan Jamnalal 
Bajaj, Shri B. R. Bhagat Shri 
Mathura Prasad Mishra, Shri T. 
Sanganna, Shri S. R. Dan.am,
Shri Rajeshwar Patel, Shri'
T. C. N. Menon, Shn Prabhat Kar, 
Shri R. K. Khadilkar, Shri Bimal 
Comar Ghose, Shri Arjun Singh 
Bhadauria, Shri M. R. Masani,
H. H. Maharaja Sri Kami Singhji 
of Bikaner, Shri Premji R. Assar,. 
Shri Tribhuan Narayan Singh, 
Shri N. Siva Raj, H. H. Maharaja 
Pratap Keshari Deo, Shri Naushir 
Bharucha, Dr. A. Krishnaswamy 
and Shri Morarji Desai with ins-
tructions to report by the 1st 
May, 1958.”

It is intended that the Bill that T 
moved last and this Bill should be- 
considered by the same Select Com-
mittee so that it may consider both' 
of them together. So, the names in 
the Select Committee for this Bill are 
the same as that in that Bill.

The Estate Duty Act was enacted 
about five years ago and when the 
original Bill came before this House it 
was discussed at considerable length. 
About a thousand amendments were 
tabled and a third of them actually 
discussed. The anxiety of the 
House as well as of the Government 
was the same. We were introducing 
an Act based not on our own expe-
rience but on that of the U.K. 
Naturally, we adapted it to our own 
requirements but we had to be certain.




