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[Mr. Speaker]
So far is the other Bill is concer

ned, four hours have ben allotted 
because it contains only three clauses 
Whatever has to be said has been 
said and the same thing will be re
peated. Now, therefore, the ho a 
Minister of Parliamentary Affairs 
says that I may exercise my discre
tion and add one hour to that in case 
four hours are not sufficient; in that 
case we will have a full day for the 
Banaras Hindu University Bill There
fore, with the small modification re
garding the Merchant Shipping Bill 
that instead of seven hours, it will be 
eight hours in the Order Paper, with 
discretion to the Chair to allow one 
more hour, I think, the situation is 
met.

Shri Naushir Bharucha (East 
Khandesh): With your permission, 
may I make a request? We may 
have the Merchant Shipping Bill at 
the end of the agenda announced by 
the hon. Minister because it is a 
huge Bill and more time is needed 
for study.

Mr. Speaker: All that he wants to 
make is a suggestion that it should 
not be brought immediately and that 
some time may be allowed so that it 
may come at the end of the week. 
Very well. It may come at the end 
o f  the week, but two days before 
the end of the week, so that it may 
be finished that week.

Shri Satya Narayan Sinha: We shall 
consider it.

Mr. Speaker: I have no objection. 
H ie hon. Minister will so arrange the 
agenda that the (lighter work may 
come earlier so that time may be 
there for studying the Bill properly 
and fee House also will be enriched 
and there will not be waste of time.

Mr. Speaker: The question is:

“At the end of the motion
moved by Shri Satya Narayan

Sinha, the following be added:

‘Subject to the modification 
that the time allotted for the 
Merchant Shipping Bill be In
creased from 7 hours to 8 
hours’.”

The Motion tuos adopted.

Mr. Speaker: The question is:

“That this House agrees with 
the Twenty-eighth Report of the 
Business Advisory Committee 
presented to the House on the 
28th August, 1958 subject to the 
modification that the time allotted 
for the Merchant Shipping Bill be 
increased from 7 hours to 8 
hours ”

The Motion was adopted.

Mr. Speaker: That one hour which 
I can always utilise is always there 
under the rule and I will certainly 
do so, if I find that there is need for 
it; I will instruct whosoever is in the 
Chair to exercise that discretion.

12.15 hrs.

ESTATE DUTY (AMENDMENT) 
BILL— contd.

Mr. Speaker: The House will now 
take up further consideration of the 
following motion moved by Shri B. 
Gapala Reddi on the 28th August, 
1958, namely: —

“That the Bill further to amend 
the Estate Duty Act, 1953 as 
reported by the Select Committee, 
be taken into consideration."

Out of 3} hours agreed to by the 
House for general discussion. One 
hour and 35 minutes now remain fox 
general discussion. The clause-by- 
clause consideration and thereafter 
the third reading will then be 
up for which 1J hours have been 
allotted.



Estate Duty SO AUGUST 1958 (.Amendment) Bill 3706

Shri Jhanjhunwaia (Bhagalpur): 
Mr. Speaker, Sir, the Estate Duty 
(Amendment) Bill has been intro
duced to bring down the limit from 
Rs. 1 lakh to Rs. 50,000. Many persons 
have said that this will fall on the 
middle-class people. The value of 
the money has so gone down and it 
is so low that the value of Rs. 50,000 
should have been Rs. 12,500 before 
the war. It is very hard on the 
middle-class people. If estates of the 
value of Rs. 50,000 are subject to duty, 
it will be very unjust. As such, I 
would suggest that the limit be kept 
at one lakh, as it was before.

There is another most unjust thing 
which, in my opinion, should not be 
done: that is regarding the imposi
tion of the duty on the lineal descen
dants. This would amount to taxing 
the property of a living person. 
It was contemplated under the 
Estate Duty Act that the duty should 
be levied only on the estate of the 
deceased persons. But it has been said 
here that if a father having two sons 
dies, even the property of the two 
sons will be subject to estate duty. 
Thit. appoais to be unjust.

Pandit Thakur Das Bhargava has 
dealt at length with the levy of estate 
duty on the joint family property; he 
has quote several instances. Since 
the time of the Britishers, all the 
Finance Ministers were feeling the 
injustice o f levying estate duty and 
income-tax on the joint family in the 
same way as they were doing with 
individuals. Everybody considered it 
unjust; all the Finance Ministers have 
agreed that it is unjust and not pro
per. I do not understand why things 
which appeared to us unjust are being 
perpetrated. If it is meant only for 
taking revenue, whether it be just or 
unjust, equitable or inequitable, it is 
very wrong in my opinion and the 
appeal made by Pandit Thakur Das 
Bhargava in very strong words 
quoting several instances and the 
opinions o f all the previous Finance 
Ministers should be taken into consi
deration.

Shri Ranga (Tenali): Sir, I am
generally in favour of the principle 
underlying the Estate Duty Act as 
well as this amendment. But my diffi
culty is this. The House wai in 
favour of imposing estate duty as one 
of the egalitarian measures; it may 
be justified from the financial side 
also. But at the same time, we have 
got to give some consideration to the 
manner in which we impose this duty. 
Is it likely to increase the incentives 
to earn, save and accumulate, or is it 
likely to discourage too many people 
from working more, earning more and 
saving and accumulating moTe?

We are all unanimous in thinking 
that too much of accretion of property 
in the hands of a few people is not 
likely to be conducive to social well- 
being. At the same time, we are also 
anxious to encourage as many people 
as possible to go on earning more, 
saving more and accumulating more. 
Even in those countries where Soviet
ism is the ruling political approach, 
those incentives are being given much 
encouragement, and no ban is being 
placed there on any one trying to 
save more, accumulate more and pass 
it on also to his heirs. In our coun
try where we pride ourselves on our 
freedom and democratic way o f life, 
we should be certainly even more 
careful about incentives.

I would like to know what is likely 
to br the position if and when this 
Bill becomes an Act and people come 
to know that if they were to have 
property worth not Rs. 1 lakh but 
only Rs. 50,000, they would be liable 
to pay this tax. Would it be that 
their incentives would be strengthened, 
theiT inclinations to accumulate would 
strengthen, or would it possible be 
that they would be discouraged? It 
is on the kind of estimate that we 
make in this respect that we would 
be able to form any opinion at all in 
regard to this Bill.

In considering this matter, we have 
to give due consideration to the gen
eral tendency for the lowering of the 
value of the rupee. It is easy for
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■ray hon friends on the Treasury 
Benches to say “No, no, we are 
taking all possible steps to prevent 
any kind o f inflation, and therefore a 
lessening of the value of the rupee”, 
but it is an established fact that ever 
since we adopted planmg, the value 
of the rupee has been going down in 
an invisible manner, and the loss in 
its value is bemg felt by the Govern
ment themselves There is no men
tion o f a standard rupee here, it is 
merely a rupee Therefore, in an
other five or ten years, this rupee 
which is worth today only 75 or 80 
cents as compared to ten years ago, 
may come to be worth only 60 cents, 
in which case what would be the 
position’  Property which today would 
be valued only at Rs 80,000 may come 
to be valued at Rs 1 lakh in five years 
time We will have to guard against 
this kind of risk Therefore, would it 
be m the interests of the nation to 
bring down, slice down as it were, 
this minimum from Rs 1 lakh to 
Rs 50,000’

In the recent past and even now 
our Government is interested in pro
viding our industrial workers with 
subsidised housing Many corpora
tions are borrowing money from the 
Government of India as well as the 
State Governments and building these 
houses, and then they are offered to 
"these people for their construction 
value to be repaid m instalments over 
a period of 20 years, when these 
houses become the property of the 
proletariat itself These houses, m 
most cases, are worth Rs 25,000— 
sometimes even Rs 30,000 or Rs 40,000 
In addition to this, if  the accumula
tions o f their provident funds and 
their other savings were to be added 
on to it, they would also become liable 
to the payment of estate duty Is that 
going to be a progressive measure9 Is 
it going to be a helpful measure’  It 
19 lor {he Government to come to a 
conclusion, but I would like them to 
keep these considerations in view and 
give necessary thought to it What
ever the conclusions they may come

to, if not to day at least some time 
hence even after this Bill has been 
passed into an Act, they must weigh 
the considerations I have pressed.

Having said that, I would like the 
House to give some consideration to 
the position of agricultural proper
ties in our country It is a well- 
known fact that the Planning Com
mission, as well as the Government 
of India, are in a hurry to impose 
ceilings on agricultural properties 
irrespective of the fact, whether such 
ceilings are going to be imposed on 
urban, industrial, commercial and pro
fessional properties in other areas It 
is a great mistake according to me 
that this thing should be done, that 
this necessary social reform should be 
brought about only in a partial man
ner and in a discriminatory fashion. 
It ought to be done all over for all 
properties

Anyhow, this ceiling is being im
posed upon agricultural income After 
having imposed these ceilings, you 
would be bringing m the agricultural 
properties also within the mischief of 
this Act I have no objection, provi
ded the properties are above Rs 1 
lakh But when they are not even 
Rs 1 lakh and when there is a 
likelihood of this particular Act 
coming to be applied to agricultural 
incomes also if and when two or more 
States come to pass resolutions asking 
for the application of this Act to 
agricultural properties also, what 
would be the position’  When agricul
tural properties worth only Rs 50,000 
would have to pay estate duty, we will 
have to think of the extent and man
ner in which this is likely to affect 
our agriculturists Any one who has 
15 to 20 acres of wet land or 10 acres 
o f wet and five acres o f garden land 
and a decent enough house would 
come within the mischief o f this A ct  
Is it our intention that even these 
lower middle class peasants should 
be brought wfBiin the mischief o f this 
Act’
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And what would be the conse
quences in regard to evasion, in re
gard to the cost o f collection, in regard 
to the assessment and all the rest of 
it? How many hundreds of people 
in any particular taluk are going to 
be affected? Is it going to be an 
economical proposition at all? Is it 
not likely to affect their incentives 
to a much greater extent than it is 
likely to affect the incentives of the 
urban people, the professional, indus
trial and commercial people? There
fore, I am extremely anxious that 
the Government, when sending this 
Act after it is passed to the States 
for their views, should caution them 
and ask them whether they would 
like this Act to be made applicable to 
agricultural properties or not; they 
should ask them to consider the dis
tinction between urban and rural pro
perties, the fact that in towns you 
can build up properties much more 
quickly than in villages Therefore, 
while it may be all right for the 
State to impose this estate duly and 
any other taxes on a particular quan
tum of property in urban areas and 
foT urban professions, it might not 
be just as well to do the same thing 
in the rural areas. I suggest that the 
Government of India should be good 
enough to sound this note of caution 
to the State Governments and also 
bear this fact in mind that if they 
were to be insistent upon keeping this 
schedule incorporated in the Bill, at 
least the taxable limit should be 
raised to the earlier level of Rs 1 
lakh when it come to agricultural 
interests and agricultural properties 
That is an important point. Sir, which 
I hope the Government will keep in 
mind, and I also sincerely hope that 
the State Governments will give due 
consideration to these points.

It has become more or less a kind of 
a self-imposed task on the part of 
State Governments simply to go 
before the Planning Commission as 
well as the Union Government and 
then say that whatever the Union 
Government is suggesting has got to

be passed by them, as otherwise they 
will have their own political difficul
ties in their own States. Therefore, 
too many of them are only too anxious 
to often say *yes’ to whatever is 
suggested by the Planning Cemmis- 
sion and the Union Government. I 
would like the State Governments to 
take courage in both their hands, as 
the West Bengal Government has 
done, and give due consideration to 
the needs and views of the rural in
terests, of the rural people, and see 
that if and when they pass their reso
lutions and send them up to the Gov
ernment of India they would take 
care to suggest to the Government of 
India that the minimum should not 
be less than Rs. 1,00,000, and this 
particular minimum of Rs 50,000 
should not be blindly made applicable 
to the agricultural properties also.

Dr. Samantsinhar (Bhubaneswar}: 
Mr. Speaker, Sir, we are all much 
disheartened with the Estate Duty 
(Amendment) Bill as it has emerged 
from the Select Committee, because 
we hoped that much radical changes 
would be carried out by the Select 
Committee, particularly with regard 
to the exemption limit. The Com
mittee has provided an exemption 
limit of Rs. 50,000 m India, whereas 
in the last Act it was Rs. 1,00,000. 
But in U.K. the limit is £3,000, in 
Ceylon it is Rs. 20,000 and in Aus
tralia in Indian currency it is nearly 
Rs. 30,000. Therefore, in India the 
limit should have been reduced at 
least to Rs 30,000, because our aim 
and object is a socialistic pattern of 
society.

Mr. Speaker: In what currency are 
those figures in respect of Australia 
and other countries?

Dr. Samantsinhar: In Australia it 
is nearly, in Indian Currency, 
Rs. 30,000.

We must see how many people there 
are in India whose property would
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be worth Rs. 50,000. Therefore, con
sidering our aim and object of achiev
ing a socialistic pattern of society, we 
should have fixed this exemption 
limit. We have not done that.

Besides that, the rate of duty is 
very much less in India. In the pre
sent amending Bill we have reduced 
the rate in the first two slabs by 2 
per cent. That should not have been 
done. In the United Kingdom the 
rate for the highest slab is 80 per 
cent., whereas in India it is only 40 
per cent. So we are giving more 
relief to our tax-payers. Under the 
present circumstances that should not 
have been done. It is my firm convic
tion that except a very few percentage 
of cases, whose percentage would be 
nearly 5, all wealth or property is 
acquired by some sort of exploitation, 
and the society as a whole is the 
watcher of these properties. By 
various legislations and social cus
toms and also by other methods, w*.: 
are watching these properties, and 
therefore we have a claim on these 
properties for some social benefit and 
public utility works.

Pandit Thakur Das Bhargava gave 
a very good account of the history of 
the joint family system in India. I 
heard his argument:; very carefully 
and attentively, but I want to make 
a humble submission. Where is that 
joint family system now, which was 
there in India a few years back? It 
is almost vanishing and under the 
present conditions, as the society is 
fast changing, it will very soon com
pletely vanish from India. Therefore, 
the question of joint family interest 
does not arise. Again, in a joint 
family the property is not the earn
ing of the father. The father and the 
sons are not the only shareholders. 
The father enjoys the property of the 
previous generation—his father’s 
father. So the joint property is not 
the income or the earning of the pre
sent generation; a part of it also comes 
from the previous generation. There
fore, that should not be exempted as 
suggested by  him.

The Taxation Enquiry Commission 
also gave their opinion regarding 
estate duty. They have said:

‘ ‘We do not therefore, accept as 
valid the contention that any in
crease in the rate o f estate duty in 
IncUa will have any adverse effect 
on the volume of savings and 
investment” .

Therefore, it cannot be said that the 
Bill as it has emerged from the Select 
Commitlee will m any way hamper 
investment and savings in general.

Another point is, the more we begin 
to lorget the ex-rulers, in our Republic 
of India, we are introducing some such 
provisions in the legislations that we 
are ever remembering them. In case 
of Gift tax and Expenditure tax we 
have exempted the rulers. In case 
of estate1 duty al->o we have exempted 
their ‘official residence' from this duty. 
I do not understand what office these 
rulers now have to attend to, or what 
oflicial work they have now to dis
charge. Of course, there may be some 
reasons to exempt them from the Gift 
tax and Expenditure tax in view of 
their past services in the peaceful 
surrender of their States, but what 
reason is there for their successors to 
have these so-called official residences 
tax-free? If these official residences 
of ex-rulers are not considered to be 
memorials of the present rulers, there 
is no reason why these official resi
dences should be tax-free. We know 
how these ex-rulers in Orissa, with 
the enormous privy purse, that they 
are receiving, are doing their work 
which is detrimental to the society.

Then, it has been provided that the 
amount of estate duty on the gifted 
property would be equal to the gift 
tax. In my humble opinion, it should 
be either an equal amount as the gift 
tax or the actual estate duty which
ever is greater.

Regarding exemption o f soldiers and 
policemen killed while on duty in 
uniforms, as suggested by Shri Kam i
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Singhji, is a good idea. But I would 
go a step further and suggest that 
not only soldiers and policemen, but 
great scietists, poets, authors and 
patriots..............

Shri Supakar (Sambalpur). What 
about M P 's?

Dr. Samantsinhar: Yes, you can
have them also What I mean is, 
those who render meritorious service 
to the society, to the culture of the 
country, should be exempted from this 
duty

In the end, Sir, I would submit that 
whatever Acts are passed by Parlia
ment, they aie not pioperly put into 
operation

There are also many loophoitb in 
our administration I know that the 
income-tax department people also 
help the tax-payers partieulaily the 
tvadei^ I know, foi instance that a 
head c lo k  oi an income-tax ofhee 
makes a tour o f the area and collects 
annual gifts from the tax-payers 
So the^e things should be very strictly 
watched and the loopholes particulailv 
on the pait of the subordinates should 
be chccked

Shri Ajit Singh Sarhadi (Ludhiana) 
Wc are grateful to the Sc 1 ret Com
mittee for their labours on this Bill, 
but there are two main features which 
I feel are worthy of this House’s consi
deration The first one pertains to the 
rate of duty on the highei slab of the 
estate, and the second one is the ex
emption limit Dealing with the rate 
of duty on the higher slab, there is 
no doubt that it is a taxation measure, 
and there are always two objectives 
of a taxation measure Primarily, 
the object is to realise revenue But 
there is another object also That is, 
to remove that disparity that exists 
between the different classes of 
society. From these two objectives 
we have got to see the present rates as 
recommended by the Select Committee 
on the higher slab of the estate

It has been conceded in . ,  \ h n the 
enactment was brought in for the 
first time here, the Finance Minister 
was very much disillusioned about the 
receipts I am afraid that he would, 
this tune also, be disillusioned parti
cularly when he keeps the duty at a 
higher slab so low. So, my first sub
mission is that taking the first ob
jective, of having sufficient revenue 
from  the imposition of the estate 
duty, we would not have much 
revenue, if the Government maintains 
the rates as they are and as they have 
been recommended by the Select 
Committee

I next take the second objective, 
that is, to remove the disparity bet- 
wcen the different classes of society 
Here too, the present rates do not 
mee the si+uation at all It was 
argued by Shri M R Masani that 
tlii.ro is no duty of this kind in Soviet 
Russia, that there is no inheritance 
duty in that country and that it is 
being brought here But he forgets 
one thuig that conditions here are 
quite different from those in that 
country Thoie is not so much of ac
cumulation of wealth in the hands o f 
the individual there as we have got 
here We want to remove the differ
ence in thi accumulation of the wealth 
m the hands of the individuals, and 
when wo want to do so you have got 
to adopt some method, either a revo
lutionary method of expropriation o f 
that property of those large holdings 
which the people have got, or an evo
lutionary method of taxation and so 
of the liquidation of the large hold
ings You have got to select either 
of these methods The more peace
ful or bettei method would be the 
evolutionary process of slow liquida
tion of the large holdings, and that 
can only be done by a taxation mea
sure of the kind which we have got 
before the House

Now, if you keep the highest limit 
of 35 per cent as you are doing or 
as the Select Committee has recom
mended, how long would it take for 
the large holdings to be liquidated? 
So, my submission is that from this
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a«p«ct too, the bon. Minister in charge 
o f  the Bill would do well to accept 
my suggestion. There are certain 
amendments tabled, to the effect that 
the rates should be increased to a 
Higher limit, even to the extent of 
80 per cent, at the slabs of above 
Rs. 20 lakhs.

There is another consideration to 
which incidentally reference was made 
by Shn Ranga When you have a 
ceiling m the matter of agricultural 
holdings, and which has been applied 
in certain States and is to be applied 
in other States— that ceiling is 30 
acres in certain States— if such a ceil
ing is fixed m the matter of 
agricultural lands, you must have 
an equal treatment for the holdings 
o f house property, building property, 
shop property and property of such 
kinds. That can be done by raising 
the duty m the higher slabs of the 
estate. If you do not do it, and 
keep it at a very low level that is 
recommended by the Select Com
mittee, then you have a discriminatory 
treatment between the agricultural 
population and the urban population 
You will be allowing the holders of 
building property, shop property, fac
tory property, etc to have as large 
holdmgs as possible, whereas you 
will be keeping a ceiling on those who 
have got agricultural holdings From 
that aspect too, if you look at the 
problem, I would submit that this is 
one of the measures which you can 
use for the purpose of reducing the 
holding of individuals—the urban peo
ple also—who have got wealth in their 
hands.

My submission is, from whatever 
aspect you look at this measure, es
pecially that feature of this measure 
which pertains to the rate of duty, it 
is essential that you must raise the 
rate of duty at the higher slab, and 
that should be at least about Rs 2 
lakhs. This is my first point which I 
make for the consideration o f this 
august House.

The second feature about this Bill 
is this. It is the exemption limit. The 
exemption limit is being lowered from 
Rs. 1 lakh to Its. 50,000. I concede 
that in certain countries, as the hon. 
Member who preceded me said, the 
exemption limit was lower than even 
Rs 50,000 He argued that it should 
be reduced. But we have got to con
sider one thing. As I said, keeping 
in view the socialist pattern of society, 
we must bring in a tolerably good 
level, and for that, it is essential that 
the rate of duty on the higher slab 
should be raised The same argument 
could hold good in this case.

I ask the House to consider it from 
that yardstick When we are lower
ing it from Rs 1 lakh to Rs. 50,000, 
would it bring sufficient revenue7 
Would it be in accordance with the 
socialist pattern of society? One of 
the hon Members had made some 
enquiries—possibly it was made by 
Shn Khadilkar—and those enquiries 
have elicited the information that the 
maximum revenue that would be ob
tained by lowering the exemption 
limit from Rs 1 lakh to Rs 50,000 
would be Rs 30 lakhs Nothing was 
said b\ the Treasury Benches to con
tradict it There is no note in the 
papers that we have got to the effect 
that it will be more We take that 
figure to be correct If that is the 
figure, and if that is the only revenue 
that this exemption limit would 
bring—about Rs 30 lakhs—you have 
got to see whether it is commensu
rate with the harassment that it will 
cause It was argued by the Member 
in charge of the Bill, who sponsored 
the Bill before it went to the Select 
Committee, that they wanted to make 
the Bill as broad-based as possible. 
Certainly do it. But he also said that 
the experience of the last five years 
has shown that there has not been 
much harassment. That is also cor
rect. Now that you are bringing in 
a certain class—certain lower middle 
class as Shri Khadilkar put it very 
correctly—within the purview of this 
Bill, it would create a certain harass- 
ment to a certain class o i people. If
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it is to create harassment, the revenue 
would not be commensurate with the 
labour that we put in here.

I would submit that the bringing 
•down of the limit would not be ad
visable. It may be, as the hon. Mem
ber who preceded me said, that the 
limit is much less elsewhere, but what 
are the conditions there and what are 
the circumstances and what is the 
method of taxation here? You have 
got to see the conditions that arc 
obtaining here

Then another argument was given 
The hon. Minister in charge of the 
Bill argued that this Bill has later 
to go to the States and their sanction 
obtamed. If you keep the limit up 
to Rs 1 lakh, there is every possibi
lity of your getting the sanction of 
the States, of their legislatures 
But if you lower the limit to Rs 50,000, 
the limit is very much less and there 
is the risk of the States not accepting 
it, because the middle-class people 
will be affected That is one consi
deration which we have to keep m 
mind So, these are two important 
features of the Bill, one pertaining to 
the rate of higher slab and the second 
about the lower exemption limit and 
they need consideration by this House

I certainly agree with my hon 
friend who preceded me that we have 
got to think as to how long we are 
going to give exemptions to the rulers 
Here under one of the clauses, one 
building which will be the official 
residence of the ruler, will be exem
pted. Firstly the term ‘building’ is 
not defined. The Bill does not say 
whether it will be a palace with ser
vants quarters, office, etc. and what is 
going to be the magnitude of all that 
I do not understand how long we are 
going to give exemptions. There was 
some justification for it in the wealth 
tax, but in the matter of estate duty, 
t do not feel any justification is there 
for the exemption being given to a 
privileged class.

In the case of those persons where 
you are going to reduce the limit to 
the extent of Rs. 50,000, I find that

the number o f instalments in which 
the duty should be paid has also been 
reduced. The original Bill provided 
for a larger number of instalments, 
but the Select Committee has tight
ened it further and reduced the num
ber of instalments. These two things 
are contradictory. I think it is not 
proper to demand that a huge sum
should be paid in liquid cash in a
short time Therefore, I would pray 
that the original number of instal
ments provided m the Bill before it 
was referred to the Select Committee
should be restored, and for Heaven’s
sake the exemptions given to the rulers 
should be removed

Shri Achar (Mangalore): I wish to 
make a few observations only regard
ing clause 13 which amends section 
34 Of course we have heard the very 
learned exposition on coparcenary and 
Hindu Law by our hon. friend, Mr 
Bhargava I am not going into that 
subject at all So far as we are con
cerned, whether it is Mitakshara or 
Dayabaga we accept the situation that 
when the father dies and the pro
perty passes on to the son, he should 
pay tax I am not questioning that. 
But I would like to draw the attention 
of the Minister regarding the provi
sions with regard to Marumakkat- 
iayam and Ahyasantana law I am 
afraid the Bill, as it stands, may 
create confusion and in fact, it will 
make the application of the provisions 
very difficult, if not impossible.

I will draw the attention of the 
hon Minister to sub-clause (c ) of 
section 34. So far as a Hindu Mitak
shara family is concerned, everybody 
knows what exactly the word “copar
cenary” means and also what the law 
in regard to it is. Section 34(c) says:

“ in the case of property so pas
sing which consists of a copar
cenary interest in the joint family 
property of a Hindu family gov
erned by the Mitakshara, Maru- 
makkattayam or Aliyasantana law 
also the interests in the joint 
family property of all the lineal 
decendants of the deceased mem
ber ”
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tShri AcharJ
i i  I may submit with all respect, there 
is nothing like a coparcenary in 
Marumakkattayam or AUyasdntana 
law. I am afraid sufficient attention 
has not been given to this aspect. As 
tile House is aware, and especially as 
the lawyer Members are aware, there 
is nothing like a coparcenary in 
South under the Marumakkattayam or 
Aliyasantana law.

Mr. Speaker: Don’t they get right 
by birth? Is not survivorship also 
there?

Shri Achar: Yes; those fundamen
tals of Hindu law do apply.

Mr. Speaker: The only difference 
seems to be m sex.

Shri Achar: That would not roattei 
very much. That difference remains 
all over the world.

Mr. Speaker: 1 am not talking
lightly. The only difference is succes
sion is traced to the woman there. 
Otherwise, they seem to be similar

Shri Achar: There would be two 
important consequences o f this Bill

Mr. Speaker: It is a question of 
social justice. What is wrong in bring
ing Marumakkattayam, Karanavan 
and others on the same lines.

Shri Achar: So far as Marumakkat
tayam and Aliyasantana are concern
ed, partition is not allowed

Mr. Speaker: Now it is allowed.

Shri Achar: In 1934, the Mammalc- 
kattayam Act was passed m Madras 
and they can claim partition by suit 
or otherwise. But so far as Aliyasan
tana is concerned, which is prevalent 
in South Kanara, even now partition 
is not allowed. It is only branch 
partition. Under Aliyasantana law, 
if a person dies, the property does not 
go to his widow and children or the 
lineal descendants. It goes to his 
sister's sons or father’s sister’s sons or

grandfather’s issues, so Chat the words 
“lineal descendants” used in section 
34(c) will not be applicable in their 
case at all.

I may leave Marumakkattayam to 
my Kerala friends and I am more con
cerned with Aliyasantana, which 
affects my district. So far 
as the people there are con
cerned, as the Bill now stands, 
it will be practically impossible to 
apply it If a junior member of an 
Aliyasantana family dies, there is no 
abcertained share to which he is en
titled Of course, under Action under 
law he will be considered divided. 
But what is the share he is entitled 
to is not s>hown in law. In fact, he 
is not entitled to claim a share. As 
I pointed out, under the Aliyasantana 
law, only his branch can claim a share 
So it will be very difficult to apply 
this Act to them

There is another aspec< of the ques
tion If } junior membei of an Aliya- 
santana family dies and if he is a 
male, ho gets only a life estate and 
that reverts to his branch. If that is 
so, where is the question of his share 
and the share of the lineal descend
ants7 That is a proposition which I am 
not able to understand So, as the Bill 
stand?, the share which you are going 
to assess is an unknown share, be
cause under the law, he is not entitled 
to any definite share If at all, only 
his branch is entitled to a share. 
From that point of view, I would 
submit that the hon. Minister and 
the Government should reconsider 
this aspect of the question. I thought 
of submitting an amendment, but I 
was not quite sure what exactly the 
position was Even if the hon. 
Minister thinks it may not be possi
ble to do it now, I would submit that 
before the Bill is introduced in the 
Rajya Sabha necessary amendments 
may be made and any confusion that 
may result avoided. This is one of 
the aspects which I wish to submit 
with regard to section 31.
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Before I resume my seat I would 
like to say only one word about the 
exemption limit. I agree with my 
hon. friend Shn Ranga that Rs. 60,000 
will not be a proper limit. Several 
arguments have been put forward, 
which 1 do not wish to repeat. But 
one thing is certain. This limit will 
be too low and I would request the 
Government to leave it at Rs 1 lakh

Pandit K. C. Sharma (Hapur): Mr. 
Speaker, Sir, I am rather surprised 
that at this stage the principle of the 
Bill should have been attacked It 
has been accepted that death duty 
should be levied It is based on the 
moral ground that th<> .'imple pheno
menon of life is that the dead hand 
does not extend beyond what life per
mits. Therefore it has no business to 
hold tight property which is a social 
phenomenon

Friends who have opposed this mea
sure on principle have made the mis
take of thinking that property is an 
individual possession, a personal 
achievement This is not a fact in 
the modern economic set up

Ever since the middle of the nine
teenth century it has come into pro
minence that whatever an individual 
by hard labour, by administrative 
direction or by expert knowledge, one 
achieves, he achieves through an 
adjustment or co-operative social 
effort. So whatever the achievement 
the social aspect thereof should not 
be ignored. Property as such has 
been regarded as a social institution; 
it is not a personal possession There
fore in the background that private 
property should not be interfered with 
this misunderstanding somehow con
tinues to lurk in, which is very un
fortunate The very system of admini
strative set up is based on this con
ception of property, that property is 
a social institution. Therefore it is 
ritht that^ death duty should have 
been levied.

The third point I would like to urge 
is that there is a stage in the deve
lopment of a country where you have 
to press hard even against what is 
called the sanctity of personal pro
perty or personal possession. Take, 
for instance, the case of Germany. 
We had our refugee problem; they too 
had their refugee problem What did 
they do? They levied an equalisation 
tax. Equalisation tax was that 50 
per cent of the property was to be 
taxed for the benefit of the refugees. 
It was an extraordinary law, and yet 
a number of German5: submitted to it. 
The hrave Germans united under pre- 
sure of circumstances; they had to 
part with 50 per cent, of their pro
perties for getting their brethren 
established in life They worked hard 
and now the position is that their 
earning capacity is much better than 
ours Their living standard is better 
than ours. Not that God rained gold 
on them. What is the secret of it’  
The simple secret, the substantial 
question, the radical question, the 
fundamental question, has been that 
the German race agreed to parting 
with 50 per cent, of their property for 
the establishment of stability in their 
country. Five per cent, of the pro
perty we do not want to part with. 
It ought to have been 40 per cent, 
or 50 per cent

It is a strange phenomenon; it is a 
great contradiction as a matter of 
fact. You say that in ten years you 
will double the income. The ordinary 
rate of increase up to now has been
6 per cent. The dead cannot 
hold on to its worldly possessions. 
The moment life goes out, the 
dead hand cannot hold tight to 
it. You want to double your income 
in ten years What is the magic that 
you are going to apply to double the 
income in ten years? You may tax, 
you may tax, you may adopt any other 
device. But this is a simple device 
which is resorted to by every country.

I say it is wrong to suggest, it is un
social to suggest that death duty is
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[Pandit K. C. Sharma] 
not «  proper tax. It is wrong to sug
gest that the duty that is tried to be 
levied is high. Very high duties 
have been levied in other countries. 
In other countries they have levied 
a capital levy and they have progres
sed. Those people who had to part 
with their money have not in any 
way suffered, because in ten years 
they have got much more; they have 
got greater opportunities for invest
ment, better enterprise and more pro
duction and therefore more profit. 
But here we are with two pice in the 
pocket and we cry all the while. And 
it is said that the income will be 
doubled in ten years. How' will the 
income be doubled, if people who have 
are not prepared to part with their 
money.

So, Sir, my respectful submission is 
that this is a right kind of taxation and 
if it has erred, it has erred on the 
lenient side. The other provisions 
with regard to legal procedure, etc., 
have been well conceived and I con
gratulate the Law Minister. parti
cularly for the facilities provided for 
the assessee.

Shrl Shankaraiya (Mysore): Mr
Speaker, Sir I would like to say a 
few words on this Bill regarding
clause 12 First of all, I want to have 
some clarification on some points. 
Now estate duty will be levied on 
joint Hindu family, in the case of 
the Mitakshara co-parcenary
property on the interest thal
passes after the death of one
coparcener. In the case of a 
sole co-parcenary it is but right that 
the whole property be taxed. But 
where there are other members 
of the joint family there will be two 
kinds of property—one is private pro
perty o f certain individuals and the 
other is joint family property So far 
as the private property and private 
ownership are concerned, the full 
estate duty could be levied. But, so 
far as the co-parcenary interest is 
concerned, my only objection is this. 
Since they are members of the ee- 
pareenary, they have joint interest.

They get the right by right o f birth. 
They are said to be in possession of 
the property. Suppose a person dies. 
What is the interest that passes? It 
is the share of the one individual that 
dies. The other interest still subsists 
and they are in possession of the pro
perty. They have got the right by 
birth and it does not devolve or pass 
on to the survivor. According to the 
Hindu law it is only that property 
that passes to the other survivors that 
should be liable to estate duty. Other
wise, according to Schedule II, the 
rate of taxation will be higher. If 
the co-parcenary interest is going to 
be Rs. 1 lakh and if there are five 
members and if one were to die, the 
interest of the portion that devolves 
to the survivors is only Rs. 20,000 or 
one-fifth If the estate duty is levied 
on Rs. 20,000 or one-fifth, I have no 
objection But for the rate of taxa
tion, the rate is taken as on Rs. 1 lakh. 
So, they will have to pay a higher 
percentage That property which is 
in my possession, which I have in
herited out of my birth, and over 
which the (other party) deceased 
had no right of alienation without my 
consent, and to which I may have 
added out of my efforts and labour 
also that property is also made to 
pay the tax. This is a very anomalous 
position and it is inconsistent with 
the Hindu law and will cause great 
injustice to the Hindu joint family 
system.

There will be much hardship to the 
joint families because of this provi
sion Somehow, we have got this 
joint family system. There may be 
difference of opinion about the advan
tages of the joint Hindu family Bystem. 
According to me, it is a great insu
rance against unemployment by 
mutual effort. In times of adversity 
as well as prosperity they work to
gether, live together, pool their re
sources together and enjoy or suffer 
together When the efforts are groat, 
the profits also would be larger and 
the scope for development o f pro
perty would also be greater. Now, i f
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estate duty is levied on the whole pro
perty, the tendency would be towards 
partition during the life-time itself. 
This allows people to have only small 
holdings or a limited amount of money 
at their disposal. They cannot take 
risks; they cannot venture in any 
business. Production and profits will 
be lesser. There is also the danger 
that the mutual assistance and depen
dence upon the joint family system 
in times of adversity would not be 
there. So, I would request the hon. 
Minister to consider this point.

When a property is already in my 
possession, and developed out of my 
labours that should not be a'llowed to 
be taxed by this estate duty. Only 
the portion that devolves or comes by 
way of survivorship or inheritance, 
whatever you might call it, if it is 
during the co-parcenary period, I am 
in entire agreement that the whole 
property should be taxed. But, so far 
as the co-parcenary joint family pro
perty is concerned, it is only that por
tion which is inherited, which comes 
by survivorship, that should be sub
ject to estate duty. During this period 
of inflation, a small holding, a pro
perty which is owned out of the hard 
earnings and small savings will also 
be 'liable to taxation During the 
earlier years a property worth about 
Rs. 15,000 or Rs. 20,000 would now 
cost Rs. 50,000. When we reduce the 
margin to Rs. 50,000, it will create 
hardship to the middle class people.

One point more and 1 am done. 
According to the Government itself, 
the revenue that they are going to 
get by reducing this margin will be 
very little Compared with the 
expenditure and the administrative 
difficulties, the income that they are 
going to get out of this reduced 
margin will be less. The poor people 
will a'iso be harassed. I hope Gov
ernment will pay due consideration to 
these matters.

Mr. Speaker: I would like to have 
a clarification from the hon. Minister. 
Thia Bill restricts the share of the 
lineal descendant o f the person

deceased. It exempts brothers and 
other collaterals. But with respect to 
lineal descendants, unless all of them 
are minors and not majors, when they 
are members of the joint Hindu 
family and when they contribute by 
their exertion to the wealth of the 
Hindu family, is it right to tax their 
contribution also. Unless they keep 
it separately as separate property, it 
will always become part of the joint 
family property with joint exertion, 
whatever might be the nucleus. 
Therefore, are we to tax the property 
of the legitimate owners when they 
are alive though it may form part o f 
the joint family property?

The Minister of Revenue and Civil 
Expenditure (Dr. B. Gopala Beddi):
They have an interest in the property 
which is passing. They have a bene
ficial interest in it.

Mr. Speaker: In that share? They 
have contributed largely towards that. 
Whatever passes to them separately, 
let it be taxed.

Dr. B. Gopala Reddi: If it is out of
their earnings, it will be tax-free.

Mr. Speaker: Unless it is kept sepa
rately and distinctly it will be part of 
the joint family property. After all, 
in the joint Hindu family, there is a 
nucleus. All the contributions of the 
members go to increase that nucleus. 
It is rather difficult to find out the 
portion which each member has con
tributed. Of course, if he is an officer, 
then there is no difficulty, because 
there is a separate clause which deals 
with gains of learning and so on. 
When a boy is an I.A.S. officer, Col
lector, Secretary or Minister there is 
no difficulty.

Dr. B. Gopala Reddi: Or a lawyer 
or a doctor.

Mr. Speaker: If the members of a 
family are engaged in agriculture or 
business, it, is difficult to And out the 
contribution of a particular member. 
So, we are striking at the very root of 
the joint family system. Even though
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CMr. Speaker] 
ao encouragement is given, I do not 
know why discouragement should be 
given this way. Hon. Minister may 
himself consider the position. We are 
still an agricultural country. We have 
not industrialised our country to such 
an extent that everyone can be 
absorbed there. Unti'j industrialisa
tion takes place or agriculture 
becomes important, the craze for office 
will be there. So long as heavy 
salaries are paid, there will be this 
imbalance. I am sure that one day 
the administrative services will not 
be so lucrative as they are at present 
Then people will find it profitable to 
go back to the villages and engage 
themselves in the agriculture. But now 
we are cutting at the very root of 
joint enterprise. The father may or 
may not earn. As he grows older, the 
son takes his place and contributes 
his share. Whatever he contributes 
becomes part of the joint family pro
perty in the hands of the father. The 
father passes away at the age of 50 
years. Now, under the present law, 
you would be taxing the property of 
the son who is alive as the whole 
joint family property is subject to 
estate duty in the hands of the officer. 
This seems anomalous. But, sitting 
here, -I am unable to do anything.

Shri K. Perlaswami Gounder
(K arur): Under the Act, a son i= not 
taxed. You are taxing only the 
father’s share.

Pandit Thakur Das Bhargava
(Hissar): No. Kindly look at clause 34. 
The entire property is taxed.

Mr. Speaker: There seems to be a 
difference of opinion regarding the 
interpretation. I would like to know 
from the hon. Minister whether the 
shares o f the other lineal descendants 
are taken only for the purpose of the 
rate. . . .

Dr. B. Gopala Reddi: That is all.

Mr. Speaker:-----or for the levy of
the duty itself.

Or. B. Gopala Redd!: Only for the 
purpose o f the rarte.

Sbrl K . Perlaswami Gonnder; In
clause 13, we huve got the explana
tion to proposed section 34(2) which 
makes it clear.

Shri Jaganatha Rao (Koraput): The
explaration makes it clear.

Dr. B. Gopala Reddi: It is only for
ratable purposes.

Shri Naushir Bharucha (East Khan* 
desh): It is only for the determination 
of the rates.

Pandit Thakur Dag Bhargava:
Kindly read the following words in 
proposed section 34 (1) (c):

“ . . . . o f  all the lineal descen
dants of the deceased member 
shall be aggregated so as to form 
one estate and estate duiy shall 
be levied thereon at the rate or 
rates applicable in respect of the 
principal value thereof.” .

So, it is one estate that will be form
ed, and then the duty will be levied.

Shri Tyagi (Dehxa Dun): That is for 
the purpose of rates.

Pandit Thakur Das Bhargava: What 
does the hon. Member mean by one 
estate? The entire estate is aggregat
ed together.

Shri Shankaraiya: My point is this. 
There will be inconsistency. . . .

Mr. Speaker: Why should the hon... 
Member be anxious to interpret? I 
shall give him an opportunity later 
on.

Shri Shankaraiya: My point is that 
there will be inconsistency with the 
principle itself.

Mr. Speaker: We are not going into 
the merits now. I would like to 
know the clause to which the hon. 
Member is referring.
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8 hri Sbankaraiya: Sub-section (3) 
of proposed section 34.

Mr. Speaker: Does the hon. Mem
ber refer to the Explanation? Sub
section 2 reads:

“Where any such estate as is 
referred to in sub-section ( 1 ) 
includes any property exempt
frem estate duty, the estate duty 
leviable on the property not so 
exempt shall be an amount bear
ing to the total amount of duty 
which would have been payable 
on the whole estate.

That does not help us. The Explana
tion reads:

“ For the purposes of this sub
section, ‘property exempt from 
estate duty* means—

(i) any property which is exempt 
from estate duty under sec
tion 33;

(ii) any agricultural land situate 
in any State not specified in 
the First Schedule;

(iii) the interests of all co-par- 
ceners other than the deceas
ed in the joint familv pro
perty of a Hindu family gov
erned by the Mitakshara, 
Marumakkattayam or Aliya- 
sautana law.” .

So, for the purpose of this sub-section, 
‘property exempt from estate duty’ 
means these. Then, sub-section (3) 
readd:

“Notwithstanding anything con
tained in sub-section ( 1 ) or sub
section ( 2), any property passing 
in-which the deceased never had 
an interest, not being a right or 
debt or benefit that is treated as 
property by virtue of the Expla
nations to clause (15) o f section 2, 
shall not be aggregated with any 
property, but shall be an estate 
by itself, and the estate duty shall 
be levied at the rate or rates 
applicable in respect of the prin
cipal value thereof.” .

Is not the Explanation clear that tnis 
is not included, that is, the interest 
of the co-parceners?

Shri Prabhat Kar (Hooghly): It is
aggregated with the entire property.

Pandit Tliaknr Das Bhargava: I
would beg of you to kindly read the 
old section 34 which is sought to be 
amended. That will make it clear. In 
section 34, in two places, the question 
of rate is given. Here, they say, that 
they will form one estate, and then 
the rates will be determined. If i’_ is 
formed into one estate, it means that 
the property of all those persons will 
be aggregated together

Mr. Speaker: Now, the difficulty is 
this. The word ‘rate’ is used earlier 
in section 34 (1). Evidently, that is the 
object of the framers. Clause 13 
reads:

“ For section 34 of the principal 
Act, the following section shall be 
substituted, namely:—

“ (34)(1) For the purpose 
of determining the estate 
duty to be paid on any pro
perty passing on the death of 
the deceased,—

(c) in the case of property 
so passing which consists of a 
coparcenary interest in \he 
joint family property of a 
Hindu family governed by the 
Mitakshara, Marumakkatta- 
yam or Aliyasantana law, also 
the interests in the joint 
family property of all the 
lineal descendants of the 
deceased member.”

If these interests are taken only for 
determining the rate, then it may be 
so stated here, namely ‘For the pur- 
pose of determining the rate of estate 
duty.’ Estate duty may be the
amount and also the rate It can be 
stated here clearly.

Shri Jadhav: In section 6, it has been 
made clear.

L.S.D.—5.



Kataite Duty 80 AUGUST 1958 (Amendment) Bftt 373*

Shri X . Perlaswaml Gtmnder: Sub
section (2) reads:

"Where any such estate as la 
referred to in sub-section ( 1 > 
includes any property exempt 
from estate duty

By virtue of Explanation (lii), the 
son's share is property which is 
exempt from estate duty.

Mr. Speaker: Why should it be said 
'For the purposes of this sub-section’? 
Why should it not be said ‘For the 
purposes of both the sub-sections’? As 
it is, it is restricted only to this sub
section, that is, to the proport'on. If 
it is made applicable to sub-section 
( 1 ) also, ,then it will remove tne 
doubt. Either in sub-section ( 1 ), the 
words ‘rate of duty’ should be intro
duced, or the Explanation must De 
made to read ‘For the purposes of this 
section’—and not “For the purposes of 
this sub-section’—or ‘For the purposes 
of sub-section ( 1 ) and sub-section (2 ) ’.

Pandit Thakur Das Bhargava: As
you have been pleased to point out, 
in the original section 34, the words 
are ‘For determining the rate of 
estate duty to be paid on any property 
passing on the death of the deceased’

Mr. Speaker: Why should we not do 
so here also, particularly ir view o ' 
the fact that it is ‘rate’ there, but t ic  
word ‘rate* is not here, and this will 
be understood to mean the whole 
amount and not the rate?

Shri Tyagi: If that is the meanii.g, 
then let it be clarified.

Mr. Speaker: If that is the intention, 
that may be clarified. There ;s no 
difficulty.

In the meanwhile, hon. Members 
may continue. I shall call the Oppo
sition Groups, and then I shell can 
Shri N. R. Sfunisamy.

How long does the Minister propose 
to take?

Dr. B. flwpfU Redfi: About 45 
minutes. *

Mr. Speaker; We started at 12-10. 

Shri J ttm flu  Rae: At 12-19,

Mr. Speaker: About 1 hour 36
minutes would be remaining. I* to 
now about 1-20. We must close by 
about two o’clock. Even if I call the 
Minister now, it would not be 45 
minutes. \ ery well. I shall cr.li Shn 
Jadhav now, and immed.ately there
after, I shall call the Minister. 1 
shall give opportunities to other hen. 
Members on the clauses.

Shri Jaganatha Rao: I have not yet 
had an opportunity.

Mr. Speaker; On the clauses, the 
hon. Member can speak. He « n  
ilways introa ice all tbi« in the 
’lauses.

*T*I9 : *PTT^*r, ST

farer ^  *rmr «n,
#  <jtt% %

jttc | i *  sw

«TT, ?ft
«TT,

f*r*r w i n ,  eft t o  v
faforcT ^ <n far w

q rr  t f t r  vii ^  
q?m  t  ^
«nd*rr, ?fr g n  ?i<t f t  3rra«n i

13-29 hrs.

[Mr. DzPTmr-SpEAiam in the Chair]. 
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m  w * r  t o  fa^rprt q r  * t r t  |  1
W  ?TT5  ^TT if% fiRTT ^
far$?T *T?T<T $ I

V * f a * H t f t  % ^TT% ^ T  #  **T > M
^ 1%  5t pfhr 5 1 ^ t

fawnr, ^rrRr *r€t«r =̂rt»T %tt% 
5  *ftr ?rr^ y frefgrre w j  ^ 1

*1 -Cl ?T*TT ^
« r t  f t  «f t  »i?rf ?tt̂ : t  n flr

^5t ^ r*r  ^  ?ft arsnw Of

_sj*i<l *rh ft t k  (^■ii <,
!>iw ?r*rr ^rffr w w m

<r yrffinrrn 'ffrf  f  ^f^vranr
4tPftf(Vne m m  ^  ?nt ^rr^ f
?ft ^?T% 5TT  ̂ ^ T T  ?PF f
t f t t  ^3R% ?TRt ^ T  <rfwr-

f t r r  ^reft t  ̂  «ry fqfar r m r x
« t * ^  v ^  r$jSt 1 1 w  ^

W  ftw  *ft ?wr ffsft fir?ft w  ^  
w p m  ^ r r  ^Tffr crtfr *m r |,

5(TT ST̂ t fam  3TRTT |» iTTT 
V ^ T T  ^  I

*r?t t c  *r«  w  t  ft? ^  t r ^ ^ r
<TT UTOT 3fT5TT | I *PT*Tft7 
?rrf?r #  frft£  t£r [| ^<rqf ^ r  «rar 
^  fa? ^ V "  ^  [3 ? tt ft  vt 
mem* ir?*r
*rrt p rrr v ttv  t  &tkt $t*r 
zv ft  | irpft $  7
Hrmw ^  |  far w *ft %rar wf?r 
?fWr «tt TtR *cm  | 1 fsrm  ^t t w  
m ?rr^ « m  p r
^  5ft ^  'r it fa» f«iTft aft 
5̂FT?r ^w$r $, ?;ppn #r 

ff^Rm?t«rt«T9T55TRT ^TRT 
t  I *̂TTTT t w  W H  «PT zft *i+im 
& ’twr w  %*t 5t T f r | ,  w  vx  
fâ TTT *FTH arfr̂ T̂ ^ f Tdr |< ^ T f S ^ R  
m  w r  q^r w  | 1 %gf<!iw  m 
i m  vpnmr ^tptt
<T?5TT c?1PT T̂T JXTT, ^RT ^R- ^ T  | 
«ftT f̂t̂ TT ^rar ^ ) w  ^  «=STH 
«pt vrtnmr ^rrt ^  ^ f  ^rrsr %

w r  w w t  «ptstt ^tnr 1 

qr?r faRH 3rfr$ t  % !F  ^TTtnrsr 
t t  ^ r  | ’  ?pr srfoft ^  t^f « r fw  
m e*  v {£ r  ^r»n# t t  | 1 **r% 
^r?5t w r r  ^ s r  f t  ?f¥?rr ^
«rer <Prq?t sm^f *tt ^ t t  vft $  1 

* r m  w r r  strt t o t  t  i 
%faR r̂t ^ r  ^  «f f̂t p̂t «lf t . ’F^T 
^  w i r  •r̂ t t t  y^ctT jf ®ftr n t^rrt 
K *TR% T  #JTR f  I

f^r 'apt ^F 5TTTf%W inRT
•nrr t  > ^  w rf0 l^T^t »r 
farmer pf f̂ rerr [|
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bm g faftrervT *ft *t $  aft
trm  ?r | —
A tax ig progressive if the rate at 

which it is charged increases with the 
increase in the value of tax base

W  ?t ^  «p?wt £ fa  *  
srrdfinr v t f  ^  $ 1 ^
?pnr?rr ^ f v  <ms ^  v r

srW fr, vo  jrfirercr, H.O srftrerer 
*flr \o $rf?rw,
T w zir w r  ^tptt ^Tff$ *rr 1 ^ t  
w  w  I , sret w v t  smrfsra £«rt
flTft 5TT ^RTT | I

WR' v t i  ^  s-rt ?fr ^  n f  
|  %ftr f w r  w  |  3ft sn^: 
a«Ft5FT xftr qrnr v  ^  
*riWV q- ^  ^  wrr
f w  arm r 1 t t h t  £ Pf
5ft t o ?  wt £r»fr *t OT? «st?r 
«Rt ^*r %■ ^r%  «fK 5ft  s ft
TT*e«: t  v$$t ^m̂ fr îfFrq 1

yjj€t ftr?r 4  »nr fe r #  
v t *rtor ^r?r ^  %fcr facr^T f*r 

f*nrr *r ?ft ^  v^ rr
^TfRiT % 1 sr? f f m  «f?t »rt «fr f% qr r̂ 
«PTt* % ?r frr «rsr? ^rrty %■ sw 
W*t e r m ft  fFft \ % f^r jt v rw r  
l^mHT ’ari^T f  f *  ^  U  $
ct t o  ^ror %*r r*Frr, \ixk-^\
n  ? v t w  k? ?rra H ^ - ' o
*  3 «pfrr n
$   ̂wxrx ŝ r ?TRf * w  f #  jt r t  ^«rr 1 

W  ^  ^  flTCWft ?TT  ̂ ^  #  
ŜRIT g ?n «mrr $ f v  f *  5 ^  «Pt ?TT  ̂

an i> v r r fw  sn*fr«iR f t  an ^ t  
t  < ^  #  T̂mFRTT ^ fip
w f i  afr ^  rpFwt *rr 4$  ^rr ^  $t 
«rr W  ^ t

l*r s r  ^ 1 ( f ?  6 pt
??T«ft w f T  ^m pr j? T ? r  «rr f»p

5 *TT̂  fipfRTR ^  ^  «PT̂ »T f?
# msrK i  1 ^r% ?rr«r it
*r? >ft v ^ r r  ^ t ^ t t  f  %  jt  ?rt £  * i m  

^  *r ^  w^Rt i  1
v r m r h : # ?ft ^ t  ^  f v  & R f t
*Ft ar?.# «P 5#  «rff ^T?»

1 w < n m 5 « n t% 5 * 3 R  
h  ^fer ^rr^r r w  f t  | 

c t o  HTW  « t r  ^rr^nn 1 
v m x  sm^ z w  *»ft cittb ?ft
Y r r m tr m ^ m T f v 3 f t  m w  trT-^ iyar 
m% »=fnT t  ^ ^  ?  f̂ F t ^ n  % t «r
^ T  cfft+7 ^fr, j ^ f t  srr T4T#  ^ t  ?rd^T 
Tft t  ?mr |  J  ff P F P * ?PF?t t  
fn+FT^ 5  1 n  fmiMT g: fv  ^nr «pt^t 
«rk  qflrr ^ r r  % ?tpt t t r t
% I 5ft»fr *fST arrTRT ^RTT ^  f%  5»T 
s w t  spr qpT cfft^T ^  f W m  1 
t w  5  w « r k  %
* § 3  arr % ^ren t  *ftr *T3T*rr
^ f̂ F f^rTPT % «F?T ^00  spflT 
ft  ?T V X  3 0 0 <t*C!S cPp f'T^TJT 3*FT W
^ r r ^ m ^ r m -^ 1 —

“ Conversations with individual 
businessmen, accountants and 
revenue officials reveal guests 
which range from 10-20 per cent 
of assessed income a* the mini
mum to 200-300 per cent at the 
Maximum The amount of income- 
tax lost through the tax evasion 
is more of the order of Rs 200-300 
crores than Rs 20-30 crores which 
is sometimes quoted m this con
nection”

5T3T *FF£T <mr t  ^  
anr ^ f R f t  % rm  *  ?mtT arratT | ,  ?ft 

s i w  t  ^ft
w r f t w  ^  ^n^ft i t c h  ^  ^
VJ?f i r ^ ( t  ?t ^ R T  jfPTT 1
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TIPfT MF j f f  WFTtT afTRR s’OTT
«*  t  JTT iflr  *PTT ^
wrrft $ tfr f?rvt *nrf* *rw fT*rr

1

«tr*r ?pr «rnfr *rr*r^ft *?r * ? tct 
T i^ t t  ^  trr* C5rra 5ft vm m v 
*̂n*TT t  I ^fT SfTcTT | fo  f ^ c T R

^  ***£t ft f t  ^rrfka, fa «R f qfr dvw l 
$ * t  ^Tf^w, <TST*rrr ^ f r  ^rrfft snnf^r 1 
f̂spjT er^FPt ^  t̂-*fr ? %■ srfr#

t  fapr % sffaff f?r *jtcp? 'Tfpnf 3rm»fV7 
tT*FT n f m  "TflTT g^esi VTA wt t w  
spit# ^r 1 1 fa *  ^Wf ;N*r 
%r*$t £%*rcr m*n mp srfw r
?r ?rfsRr *prr* %st n  l i  3 ^  97̂ 7 

t^ r  r t sp f?rq ? ft#  far % 1 % f^r 
*ft m  >TflT £ f% nfter sftrlf qx 
?*hpt sppRt «rar qr?  ̂armT &, *rs T̂?=ft
tfteTT fc I Tt ^T  STT?T n ^

srnrr 1 sr*ftr 5frff
^r?ft ntter ?ft*fr *pf ^  1
ir? "tit?! '3TT5TT & f% f^rnrt 
w r̂nr w t p c  srfofr ^rrft
^t% zt sftr *T3f? ^<«i f̂T
f^ -  f a  spt 3 r^ r  | cr̂ rr W F t s n w ft  
^r^fr 1 <rzr4$? f̂r *,f?7  qr
fcm?ft <rt vm ¥t % fair =5rrf̂  mi
^  f l m  ?TT faw ?TC? % T̂HT 
=5»%nT ? •TRff zr?t qr ^  »nrr «n fV
iranrq? % tmr \*o *rtts w<tt ?r
sirrTr q-«r %$ vnr ^  5#  | 1

’tot *ft ?r «rm»rr ? ^
^enrr w rf^  %  r̂ >ft q̂ rr w
^RkTt |, 1 ^
^  ?[^ ^5?T ’fk  % ŜpTT ft*TT
?m  r̂t ^ r fW  »rl f
TOT ^ ‘ 11 I Ij5>̂  tftfi<’jf| %■
>rrt ^  ^r errfW  ^ ?»r>pt $$m «ft# ^  

*rr*rr ?pt ^ r r  irar tffK vw 'jrr 
ft<t w  1 tt w r fW  *r*w z  %

tamr v  v f f  JT̂ f v,# t i ,  *r? *r^«ww 
^  ?rff m m  1 1 f ?  afr t  
HT*B ®TT»T ^ T  *̂TT ? m  ?<TVr f t  »FT̂ T 
f tn r  1 fsrer mz *rtffn[€t «ft ^ r W  

’FTfrr t  ^  ^  ^ft«rr^t 
spr stott fHT^ ?rmH % ftrarfa #  
^  ^Tq?f *r?rs v r  ^pp<tt t  
W  Z w  % ?W SFHir $m  ftr^g^TT t, 
STJtT# f«T f^T rTTC KTPT t  I

Dr B. Gopala Reddi: Mr. Deputy- 
Speaker, Sir, as many as 14 hon. Mem
bers have participated in the discus
sion and I listened to the speeches with 
very great attention indeed. It is not 
the first time that the subject has been 
discussed this year. The Prime Minis
ter in his Budget speech on 28th Feb
ruary, mentioned about these taxa
tion measures and he mentioned pro
minently that he is going to introduce 
this Bill and that the exemption limit 
will be reduced from Rs. 1 lakh to Rs. 
50,000; only one-half of the probate 
duty or court fees paid on succession 
certificates will be allowed as a deduc
tion from estate duty instead of the 
full amount as at present and the 
value of coparcenary interest in Hindu 
Undivided Families will be taxed at 
the rate applicable to the value o f the 
estate of the branch of the family con
cerned.

These things were mentioned in the 
Budget speech and I am sure in the 
general discussion on the Budget these 
matters also have been discussed. 
Again, when the Finance Minister in
troduced the Bill before it was re
ferred to the Select Committee, all 
these matters were discussed and. 
thereafter, the Select Committee also 
went into all these in great detail. And, 
today, when the report of the Select 
Committee has come before Parlia
ment the same points have again been 
thrashed out. So, it is not as if these 
matters are being rushed through.

Ample opportunity has been given 
to the country, to the Press and to 
Parliament to ponder over these
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matters in great detail. And, 1 may 
also say that estate duty has a long 
chequered career. In 1946, it was 
introduced first and then it lapsed. 
Again, in the Constituent Assembly, in 
1948, it was discussed and referred to 
the Select Committee but was not pro
ceeded with further, Agam, in 1952-53, 
it was discussed for nearly 92 hours in 
Parliament and then it was passed. In 
1953, it came into force.

Shri V. P. Nayar (Quilon): That is 
our complaint that you gave ample 
opportunity to avoid tax by bequest. 
That is exactly our complaint.

Dr. B. Oopala Reddl: Then, w
have gained 5 years’ experience. N ov , 
we have brought this amendment, 
bringing the exemption limit to Rs.
56,000 and also aggregating the lineal 
descendant's share for ratable pur
poses. These are the two mam things

I want to impress on the hon. Mem
bers that in this matter at least it is 
not being rushed through. On the 
other hand, the criticism is that we 
have given ample opportunities for 
people to evade tax or to avoid tax 
legally.

It has been said, how is it that Rs
7 crores were promised per year under 
this estate duty but they are collect
ing only about Rs. 8 crores or so for 
the last 4 or 5 years. Sir, I have got 
the actual figures of the collections

In 1954-55, Rs. 85 lakhs were col
lected;

in 1955-58, Rs 173 lakhs were col
lected;

next year, Rs. 211 lakhs were col
lected; and

last year, Rs. 231 lakhs were col
lected.

I do not think fhe Finance Minis
ter ever mid on the floor of this House 
or elsewhere that he was going to get 
■fcaut Rs. 7 crores a year under the

estate duty. I have gone through the 
old speeches o f 1952 and 1953—the 
Parliamentary Debates—and nowhere 
did I And that Shri Peshmukh, the 
then Finance Minister said that he was 
going to get Rs. 7 crores. People were 
making all sorts o f guesses. Some
body said Rs. 14 crores, somebody said 
Rs. 7 crores and nobody could say 
exactly how much was going to be 
realised under this Act. So, it is not 
fair to put it in the mouth of the 
Finance Minister that he promised to 
get about Rs. 7 crores.

And, as I said, experience of the last 4
or 5 years shows that we got only Rs. 
231 lakhs. We can only say that it is 
slowly picking up; it is gaining mo
mentum. But, by no stretch of ima
gination can we expect that we are go
ing to get about Rs. 700 lakhs. I do 
not think even with the amendment 
we will be able to get about Rs. 350 
lakhs. That is the estimate we are 
having just now and last year it was, 
as I said, Rs. 231 lakhs. Even if we 
get about Rs 350 lakhs with all these 
amendments, we must consider our
selves very lucky.

Therefore, it is not fair to say that 
Government said that it is going to be 
Rs 7 crores.

Shri Jadhav: In the pamphlet that 
has been issued, New Pattern of 
Taxation by Mr A. D. Ghroff, it has 
been said that when the estate duty 
was first levied for Finance Minister 
of these days estimated the > leld as 
anything between Rs. 5 crores and 
Rs 15 crores

Mr. Deputy-Speaker: It is Mr. Shroff 
who has said that

Dr. B. Gopala Reddl: The Govern
ment of India is not responsible for 
Mr. Shroffs views. I searched the 
Debates of 1952-53 and I did not find 
anywhere that the Finance Minister 
promised Rs. 7 crores.

There are some intrinsic difficulties 
in our country with complications o f 
the Hindu Undivided Family, the
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Mitakthara and the Dayabhapa and all 
that. Since the Act was also new, 
there,were some difficulties.

In our country, we do not get succes
sion certificates. In other countries, 
perhaps, every time the property 
passes on death, the sons, heirs or sur
vivors have to get the succession cer
tificate and the value ol the property 
is estimated and stamp duty paid. 
That will facilitate the assessing offi
cers. But, in our country, most of tne 
property passes without any succession 
certificate or probate and that again is 
the difficulty.

There is also very much of liquid 
cash. It is not as if everybody puts 
his assets into the bank or deposits 
in National Savings Certificates. Large 
sums of money are also kept with the 
people and there is also any amount 
of jewellery involved in all these cases 
and they complicate the assessment.

Then, again, what are the assets 
which the deceased had and what as 
the value of these assets? All these 
things also lead to certain difficulties.

Since 1953 many gifts have also been 
made and many trusts have also been 
created, may be, with a view to avoid 
this estate duty and things like that. 
Anyway, all these matters also make 
it more difficult for assessment.

The main criticism that came on this 
amending Bill is about the exemp
tion limit. I am very glad that some 
of the hon. Members have supported 
it. They have not only supported it 
but they also wanted it to be reduced 
to Rs. 30,000 or Rs. 20,000. There are 
other hon. Members who, of course, 
object to the lowering of the exemp
tion limit and they want the status quo 
to be maintained. I am also happy 
that my hon.' friend. Shri Masani has 
concentrated only on this one point 
and he did not go about other sections. 
He oniy said that the exemption limit 
should not be disturbed and it should 
be maintained as it was in the origi
nal Act. Therefore, even among the 
14 speakers, the opinion is divided,

some supporting it vehemently 
some objecting to it in a strong man
ner also.

Shri M. R. Masani {Ranchi—East): 
Have a free vote on it.

Dr. B. Gopala Reddi: When you 
want, you can have a free vote.

Mr. M. R. Masani: Let the party
whip be withdrawn.

Dr. B. Gopala Reddi: The main 
point of the amending Bill is whether 
it should be Rs. 1 lakh or Rs. 50,000. 
The matter was considered in gTMt 
detail in the Select Committee also. I 
do not know whether it was by a Un
animous vote—I am told that it was an 
almost unanimous vote—that it was 
said that it should be lowered to Rs.
50,000. This Rs. 50,000 also is not new. 
Even in 1952-53, in the original Bill 
the Finance Minister did not specify 
any exemption limit. Nor did he 
specify the rates. He thought that 
they could be prescribed from time to 
time in the Finance Bill. But the 
House wanted that it must know de
finitely what the exemption limit 
was and it wanted it to be incorpora
ted in the Act itself. The Select Com
mittee said in 1953 that the limit 
should be Rs. 75,000; they must have 
considered it a great deal. But when 
it came up for discussion clause by 
clause. Parliament raised it to a lakh 
of rupees.

The Parliamentary Secretary to flus 
Minister of Community Development
(Shri B. S. Morthy): Is it Rs. 75,000
or Rs. 25,000?

Dr. B. Gopala R«ddi: Rs. 75,000. 1 
have seen the speeches and even then 
some people wanted it to be put at 
Rs. 50,000. Then in the Select Com
mittee they made it Rs. 75,000. In 
Parliament, during clause-by-clause 
consideration, it was made one lakh. 
So, it is not new; it has been consider
ed by the country and by Parlia
ment right from 1953. Whenever we 
thought of the estate duty this question 
of exemption limit was always in the 
fore front. This Rs. 50,000 limit has 
been accepted by the Select Com
mittee. It is asked whether it is fair 
or not. After all we have figures « f
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what is obtaining in other countries. It 
is said that in Soviet Russia there is 
no succession duty nor estate duty. 
There are other countries also where 
the circumstances are different. I 
need not go into all that. But there 
are countries where estate duty is 
obtaining and the rates are not very 
high. In America it has been said 
that the limit is about 250,000 rupees 
or so. But they have left open the 
field for the State legislatures to have 
a parallel estate duty. It is not, there
fore, correct to say that in America 
the ceiling is very high and we should 
not lower it. There, they have got 
income-tax of both the federal Gov
ernment and of the State Government; 
they have got estate duty both of 
the federal Government and the State 
Government; that is the arrangement 
between the federal and the State 
Governments. It is not a good analogy 
here. We have got figures for U.K., 
Japan, Australia and even Ceylon. In 
Ceylon it is Rs. 20,000; the exemption 
limit of inheritance tax in Japan is 
Rs. 6650, that is, the rupee equivalent 
of 5,00,000 yen. In the U.K. it vs Rs.
40,000 and Australia Rs. 30,000. They 
are the rupee equivalents. When it is 
put in the ratio of per capita income, 
I may say that it is seven times in 
Australia, about nine times in U .K , 
about seven times in Japan and 35 
times m Ceylon. At Rs. 50,000 in India, 
it is going to be somewhere near 
about 180 times of the per capita in
come. I do not think we have b«en 
unfair to the middle-class people. We 
do want everybody to survive, we 
want them to work hard and save; we 
want them, if necessary to leav* some 
property to their children and we do 
not put any obstacles in their way 
Shri Ranga was saying whether it is 
going to be a disincentive for working 
hard, saving, etc. Certainly not. We 
want them to work hard, save money 
and pass it on to their children but 
incidentally pay some toward.* estate 
duty. Certainly we do not want to say 
that all property is going to be taken 
away. We want them to have property 
and give it away to their children 
Along with it let them also thinfc- o f the

egalitarian society in which they are 
living and let them also give some 
little estate duty to the Government.

Shri V. P. Nayar: Egalitarian so
ciety in which we n-e living in our 
dreams!

Dr. B. Gopala Eeddi: Somoumea, 
it is very sweet to live in dreams. We 
want to broadbase our tax structure. 
It was with that intention we 
have lowered the income-tax from 
Rs. 4,200 to Rs. 3,000. I think 
Shri Masani also objected to 
that lowering. But there it is; in 
the collective wisdom of this Parlia
ment they have accepted this Rs. 3,000 
limit. Now, I am sure that in the col
lective wisdom of this Parliament, 
they will also agree gladly to the low
ering of the exemption limit to 
Rs 50,000.

This estate duty, in a way, is a sort 
of a deferred income-tax; instead of 
paying year after year, you pay It 
only once, not in life time but a little 
after life and therefore, it comes only 
once m a way while the other taxes 
such as income-tax, wealth tax, ex
penditure tax, etc. dog you year after 
year. This death duty comes only 
once in life, immediately after life.

Shri V. P. Nayar: Once in death.

Shri Dasappa (Bangalore): How can 
a man die more than once?

Shri B. S. Murthy: Cowards die
manv a time.

Dr. B. Gopala Reddi: We want that 
the less affluent also should contribute 
their mite towards building up our 
future. With the same intention, we 
lowered the income-tax limit to Rs. 
3,000; the same ideology pervades here 
in lowering the exemption limit to 
Rs. 50,000. I do not think that it is 
greatly unfair.

Shri Masani curiously argued that 
a property worth Rs. 50,000 today 
would have been worth only Rs. 12,500
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in 1939 But what he is going to pay 
also has got only one-fourth value If 
he 1b going to pay Rs 400, every rupee 
he pays has got only four annas value* 
and that will mean only Rs 100 in 
1939 value, once after his death It is 
not an annual affair

Shri Prabhat Kar: What was the per
capita income m 1939’  (Interrup
tions)

Dr. B. Gopala Reddi: This is not
going to hit hard Let us think about 
it m a concrete manner what it 
means On Rs 50,000 he is going to 
pay nothing On Rs 60,000, he is going 
to pay Rs 400, in 1958 value On
70,000, the tax is Rs 800, on 80 000, 
Rs 1,200 and on Rs 90,000, Rs 1,600 
and it will be Rs 2,000 in a lakh of 
rupees If he leaves a lakh of rupees 
to his survivors, he is going to pay 
Rs 2,000 only—two per cent Rs
98,000 i«? safe for his sons and lineal 
descendants when he is having ac 
cumulated wealth worth a lakh When 
he has died, after living a full life, ho 
passes on Rs 98,000 intact, without 
any damage and the Government uill 
only ask him to pay, that too in in
stalments, Rs 2,000, which is only two 
per cent I do not think it is unfair 
or it is going to hit middle class very 
hard and cannot be a disincentive for 
savings hard work and so on

Shri Prabhat Kar: There ih no
middle-ilass with one lakh rupees 
worth of property, that middle-class 
living in the imagination of Shti 
Masani

Shri M. R Masani: I know you 
would like to liquidate them, that is 
no surprise ( Interruption'. 1

Dr. B. Go pa la Reddi: After alt, to 
this Rs 50,000 also there are so manv 
exemptions and things like that and 
they come to Rs 20,000 or whatever 
it is but that is a different matter As
I said, if he has a lakh of rupees, after 
paying income-tax, profession tax, 
sales-tax and all the taxes that he has 
to pay annually, and if he has got in 
the form of some assets one lakh, the 
duty comes only to Rs 2,000 and as

1 said, Rs 98,000 goes m tact to his 
sons And that is not an annual affair 
again, I must repeat it If it is Rs
2 lakhs, it is gomg to be Rs 10,000 
Under the old Act it is Rs 8,750 The 
difference is only Rs 1,250 between 
the old and the present Acts with this 
exemption limit coming down to Rs
50,000 For Rs 3 lakhs, the difference 
in only Rs 750 and thereafter for the 
higher income groups the difference is 
only Rs 750, whether it is Rs 1 crore 
or Rs 10 lakhs

14 hrs.

So, considering the low tax—it is 
only two per cent, for an estate of 
Ks 1 lakh, it is 3-1,3 per cent fr»r Rs 
1 i lakhs—I do not think it is going to 
be a very hard thing, and it will go 
a long way to remove inequalities

After all, we are all aiming at re
moving inequalities It cannot be done 
overnight, in five or ten years It may 
take more time, but all our taxation 
and all our ceilings are being aimed 
at that so that we do not allow large 
accumulations of property which will 
be a source of influence or things like 
that, and we want to avoid large ac
cumulations

There are othei friends who want 
the percentage must be very high, 80 
per cent They ask while in Eng
land it is 80 per cent, why are you 
content with 40 per cent’  There are 
other people who try to pull the ex
emption to Rs 20,000 or Rs 30,000 and 
they want higher rates also After all, 
the Government can take only the 
mean the t ta mndia The exemption 
of Rs 50,000 and the present rates are 
quite justifiable, and they will re
move inequalities over a long period 
of time It cannot be done overnight, 
and it cannot be done as our Opposi
tion Members want m five or ten 
years or immediately, but thus will 
have the effect of removing inequali
ties over a long time

Shri V. P. Nayar: May I ask a ques
tion? The hon Minister gave com
parative figures for the lower limit in
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UJC, Australia and Japan, and now he 
says we want overnight the rates of 
duty to be raised. Does he not concede 
that the corresponding rates of duty 
prescribed in the schedule now are far 
lower in the higher slabs than what is 
prevailing in U.K. and other countries?

Dr. B. Gopala Reddi: Even as it is, 
the cases are only about 3,000. The 
assessments in dutiable made last year 
were only 3,000 and even with this 
amendment it may go by another 7,000 
or 8,000 only. The number of people 
who are going to come within the 
mischief of this Act is not going to be 
very large as in the U.K. or other 
countries. Therefore, it is not going to 
be a very hard thing on many people. 
Only a few thousand people are going 
to be affected. I am not answering his 
point just now.

Mr. Deputy-Speaker: Shri Nayar
wanted that though they are very few, 
they must be hit harder!

Dr. B. Gopala Reddi: There are not 
many people. If there are many 
people.................

Shri V. F. Nayar: My point was that 
the rates of duty that you find in the 
schedule now are lower than the rates 
of duty for corresponding incomes in 
the U.K. and U.S.A. Even if y ,u were 
to increase this by taxing the estates 
of a few people, we could get much 
more, very much more income. Just 
because we keep our rates low, the 
yield is also low.

Dr. B. Gopala Reddi: Let us be
satisfied with what it is now.

Shri V. P. Nayar: We are not.

Dr. B. Gopala Reddi: You are not
satisfied? You want ___

Shri V. P. Nayar: When you fix the 
lower limit as in U.K., Australia or 
Japan, why not fix the higher limit 
also at the level o f U.K. or the other 

countries?

Dr. B. Gopala Reddi: My good 
friend Shri Dasappa says they do not 
have expenditure tax, wealth tax etc. 
The wealth tax is going to hit them 
all right.

Shri V. P. Nayar: Do you want Shri 
Dasappa to defend you?

-Dr. B. Gopala Reddi: I» England
they do not have the wealth tax.

Mr. Deputy-Speaker: If there is an 
onslaught from the front, he r^ust 
have some support from behind!

Pandit Thakur Das Bhargava: The
incidence of income-tax is also much 
higher here.

Dr. B. Gopala Reddi: Of course,
the incidence of income-tax is also 
much higher here.

The next point is about the Hindu 
undivided family. I heard with great 
attention the vehement speech made 
by Pandit Thakur Das Bhargava. He 
has been dinning into the ears of all 
the Finance Ministers for a very long 
time, and every Finance Minister 
seems to have sympathised with him, 
but they do not seem to have done 
anything about it. Finance Minister 
after Finance Minister assured him in 
a direct or indirect manner that the 
matter would be looked into. They 
sympathised with the Hindu undivid
ed family and all that, but they do 
not seem to have done anything about 
it.

Shri Prabhat Kar: His point is that 
the assurance did not materialise.

Shri V. P. Nayar: Is your promise 
also like that of the others?

Mr. Deputy-Speaker: If he would be 
satisfied with that assurance, why 
should not this be given even now?

Shri V. P. Nayar: Assurance of
the kind given before.
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Dr. B. Gopala Reddi: in India we
have many different type* of families. 
The Hindu undivided family is only 
due such. We have got the Daya- 
bhaga, the individual families and the 
non-Hindus are also being covered 
by this—the Muslims, Christians, 
Parsis. After all, it is not meant 
only for Hindus and we have many 
types o f succession laws, and we have 
to take an equitable view in these 
matters

I have been going through Shri 
N. C. Chatterjee’s speech in 1952-53 
when he pleaded for the Dayabhaga 
families. He said this duty was going 
to hit very hard the Bengalis, Biharis, 
Oriyas etc., who follow the Daya- 
bhaga system, while the Mitaksnara 
family got off lightly under this law. 
Therefore, we have to take all these 
things into consideration. We cannot 
allow one type of family to be hard 
hit under this and allow other fami
lies to escape lightly. Even last time, 
because of the great discussion that 
took place, the limit for the Hindu 
undivided family was brought down 
to Rs. 50,000 while for other familiee 
i» was kept at Rs. 1 laVti.

I want Pandit Thakur Das Bhar- 
gava to put himself in the position of 
a Dayabhaga family. Of course, he is 
very much concerned with the Hindu 
undivided family. He knows what 
it is, he has been perhaj*s a member of 
a Hindu undivided family, as most of 
us are. Even though the sons’ share 
also will be taken into consideration 
for ratable purposes, what the Jcarta 
of a Mitakshara family is likely to 
give under estate duty is very little 
compared to toe man in his position 
in a Dayabhaga family. We have 
taken advantage of tne amending 
legislation to bring it down more or 
less, not on a par with the Dayabhaga 
family, but we have removed to some 
extent the unequal position of the 
Mitakshara family and the Daya
bhaga family.

As I said, last year only 3,000 
people were assessed, and that is the 
utmost we can expect in a normal 
year under the old Act. Three to 
five thousand assessments may be 
made, I was asking the Central 
Board of Revenue how many of 
them were concerning Hindu undi
vided families, but they could not 
give me the exact figures, but a large 
number of them are individual fami
lies with some little share, one-tenth 
or one-twentieth share, in the undi
vided family. After all the bulk of 
a person’s estate will be his own 
earning; there may be five or ten per 
cent from the joint family. The Cen
tral Board of Revenue could not give 
me readily how many belonged to 
undivided families and how many to 
individual families. Anyway, our in
tention is quite clear. We are not 
going to tax the living man’s estate. 
Pandit Thakur Das Bhargava was 
trying to make out that we are going 
to catch a living man, that it is not 
merely an estate duty but the living 
man also has to pay kafan duty. It is 
on’y the deceased man’s share which 
will be taxed ultimately, but for rat
able purposes the share of the lineal 
descendants also will be aggregated 
because they are going to get the bene
fit out of the estate of the deceased. 
Some property is passing on to them. 
They have a beneficial interest in the 
estate that is being left by the de
ceased man. As a matter of fact, 
they are going to get a windfall. Of 
course, they have a right for it by 
birth in the Hindu Mitakshara fami
ly. Anyhow, their share is going to 
be augmented to that extent, because 
the deceased father is leaving some 
property which the brothers are go
ing to share later on. That property 
alone will be aggregated along with 
the estates of the lineal descendants 
for ratable purposes, but the actual 
tax will be collected only on the por
tion of the estate of the deceased and 
the estates of the lineal descendants 
also will not be clubbed together for 
taxing purposes. If the aggregate 
amount of the estate is Rs. 3 lakhs and 
the portion of the deceased is only
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Rs. 1 lakh, the percentage of rate 
will be fixed on the basis of Rs. 3 
lakhs but the actual tax will be col
lected on his portion of Rs. 1 lakh. 
Therefore, even if a deceased father 
has two children and the father’s 
share of the property is one-third, 
only that one-Uurd will be 
taxed and not the entire property. 
If the deceased has a wife also 
living, in Northern India the 
the wife also gets a share. It will not 
be taken for aggregation purposes. 
In Madras or south India the wife 
does not get a share and, therefore, 
that question does not arise.

An Hon. Member: The Hindu Law
has changed now.

Dr. B. Gopala Uedfli: Whatever it
is, the shares of lineal descendants 
will be aggregated only for ratable 
purposes and not for taxable pur
poses. Therefore, I think it goes a 
long way to bring on par the Mitak- 
shara family and the Dayabhaga 
family, and there won’t be any undue 
hardship on the Dayabhaga family.

Sir, previously th* entire probate 
duty was deducted from the tax due. 
Supposing the tax due is Rs. 10,000 
and the man has paid a probate of 
about Rs. 3,000, he used to be exempt 
ed to the extent of Rs. 3,000 and only 
Rs. 7,000 was to be collected from 
him. But in States like Bombay 
the probate duty is very stiff. 
Probate stamp duty or succession 
duty is very stiff in certain States, 
and sometimes it is more than what 
we are likely to get under estate 
duty. So we thought that only half 
of the probate duty should be allow
ed to be deducted hereafter and the 
rest, of course, would have to be paid. 
If a man has paid a probate duty of 
Rs. 3,000 and the tax due is Rs. 12,000, 
only Rs. 1,500 will be deducted and 
the rest will be collected from him. 
That is also one of the main points 
of this amending legislation.

About the armed forces, of course, 
a good deal of sympathy was ex

pressed. We are certainly not lagging 
behind in our admiration for our 
armed forces. They are doing an ex
cellent job and, of course, we will 
have to depend upon them in any 
given crisis, especially in any exter
nal crisis. We will certainly have 
to think in what manner we can help 
them in respect of this estate duty. 
Though I am unable to accept Shri 
Kami Singhji’s amendment as it is, I 
have given an amendment myself to 
the effect that we should exempt 
members of the armed forces who 
die in action against the enemy. We 
are not extending it to police officers, 
magistrates, laboui officers and others. 
We are confining it only to the armed 
forces, and that too when they die 
in action against the enemy. As I 
said, I have given an amendment to 
that effect, and I think it will satisfy 
Shri Kami Singhji to a large extent.

Shri B. S. Mur thy: Sir, I rise on a 
point of information. What about 
those persons other than military 
officers who die in action? I think 
there should not be any disparity 
between these two categories because 
both die in the service of the State.

Dr. B. Gopala keddi: But there is
always a difference. Sir, between an 
armed force man and a magistrate or 
a policeman, A central excise man 
may also be killed while pursuing a 
smuggler. A  magistrate may be kil
led while he is writing his judgment. 
If all of them are :u be exempted, why 
not exempt the civilians? An emi
nent doctor may be killed while do
ing ambu'ance work. Then it may be 
asked, why not labour leaders. All 
sorts of things will be asked. There
fore, we shall confine it only to mem
bers of the arm^a forces, and I think, 
it will go a long way.

Shri Ranga raised the point about 
agricultural property. He said that 
people with even 20 acres and 30 
acres are going to come under the 
mischief of this ‘50,000 exemption’.
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and he pleaded that exemption in res
pect of agricultural property must be 
-higher and things like that It is en
tirely a matter for the State legis
latures After all, the entire money 
goes to the Statist The Central Go 
vemment is not going to retain a pie 
out of this except for administrative 
expenditure The whole of it is going 
to be given away to States, and it is 
up to the State legislatures to con
sider it from all aspects and see what 
could be done.

About agricultural property, even 
now hon Members are aware that 
West Bengal Government did not 
agree to the inclusion of agricultural 
property for the purposes of estate 
duty All other State Governments 
have agreed, and they have agreed to 
the limit of Rs 1,00,000 But after thus 
Bill is passed, we are going to ask the 
otate Governments and the State 
legislatures whether they want to 
bring it to this level of Rs 50,000, or 
they want to keep it at the old level 
of Rs 1,00 000 They cannot have any 
other option—some State cannot have 
Rs 70 000 or Rs 30,000 They will be 
given the option of either agreeing to 
this new limit of Rs 50,000 or keep
ing it at the previous level of 
Rs 1,00,000 When more than two 
legislatures approve of this, another 
amending legislation has to be taken 
in that context

Shri Rami Reddy (Cuddapah) Is 
the Central Government gomg to give 
any suggestion to the States either to 
accept Rs 50.000 or to keep Rs
1,00,000 as the limit’  Is the Central 
Government thinking o f issuing any 
directive in that connection’

Dr. B. Gopala Reddi: After all,
it is not mandatory If it is manda
tory, the West Bengal Government 
could not have done this The very 
fact that 'West Bengal Government 
did not agree shows that it is not 
mandatory It is optional, and it is up 
to them to decide this way or that 
way. There is no question of issuing 
any directive m the matter

Shri Rami Reddy: Is the Central
Government going to give any sug
gestion to the State Governments to 
accept a particular limit, so that the 
limit may be uniform in all States’

Dr. B. Gopala Reddi: After all,
the suggestion is either you accept 
this or you keep it at Rs 1,00,000, but 
do not have it at Rs 70,000, Rs 30,000 
or Rs 20,000 We do not want that 
any variations like that should be 
there The option is only between 
two things—either accept the limit of 
Rs 50 000 or keep it at the old level 
of Rs 1,00,000, there is no intermedi
ary limit It is open to the States to 
accept whatever they want

Shri Prabhat Kar: Are you going
to suggest to the State Governments 
that the Central Government would 
very much like it to be fixed at 
Rs 50,000, or you will place both the 
alternatives before them’

Dr. B. Gopala Reddi: We do ex
pect that a larger number of States 
will agree to this also Even last time, 
excepting West Bengal and Jammu 
and Kashmir, all other State Govern
ments agreed Now it is up to them 
They might say "What is this’  There 
is a ceiling of Rs 50,000” They might 
like to keep it at Rs 1,00,000 Any 
way, we will have ample time to con
sider this When the debates in the 
various legislatures take place all 
those debates will be sent up her#1 
and we will certainly go into the 
whole question at great length, and 
we will have ample opportunity of 
discussing it further For the time 
being. Sir, agricultural property is 
excluded under section 30 or so and, 
therefore, without even consulting 
State Governments we are able to 
proceed with this legislation

With regard to appeals also Pandit 
Thakur Das Bhargava made out a 
great point that the Assistant Com
missioners should not be under the 
Board of Revenue I was m charge 
of the sales tax for a number o f years 
m Madras and Andhra I do not think
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Government ever interfered with the 
assessments made by the sales tax 
officers. I can say that from my own 
experience. Likewise, even m the case 
of ITOs the Government or the Cen
tral Board of Revenue is not going 
to direct them that they must tax 
in a particular way. We want all our 
officers to be just—whether on the 
appellate side or in' the law depart
ment or in the Central Board of 
Revenue. Just assessments only must 
be made and tin just assessments 
should not be countenanced either by 
the Board or by the Government. So, 
simply because somebody is under 
the law department or he is under the 
tribunal, he is going to be just and 
that if he Is going to be on the admin
istrative side he is going to be unjust 
is a proposition which I am unable 
to accept.

Shri Prabhat Kar: Not that way.
The point is, their future—their pro
motions, transfers, etc., everything 
depends upon the CBR and that is 
the reason. It is not a question of 
justness.

Dr. B. Gopala Reddl: What does
it mean? I have seen the explanation 
of Shri C. D. Deshmukh; when this 
question was discussed. He made a 
very good point that most often the 
administrative departments were 
more generous. There is an erroneous 
impression that administrative de
partments are always hard on the 
assessees. As a matter of fact, they 
can sit down, discuss the matter and 
then they can come to some amicable 
settlement. Administrative officers 
are more generous in many cases.

For instance, under the present Aet, 
only two per cent of the appeals 
came to the Central Board of Reve
nue. The Controllers are assessing, 
and two per cent of the cases only 
came up to the Central Board of 
Revenue. 98 per cent o f the cases did 
not come up. Not because Delhi is 
far away that they did not come up.

In most cases they were satisfied with

the assessment. Only two per cent of 
the cases came in appeal and out of 
the two per cent of the cases only 
less than five per cent went up to the 
High Court or the Supreme Court. 
There again, a member of the Board 
of Revenue hears them and goes to 
Madras, Bombay or Calcutta, wher
ever it is; he hears the party, discus
ses the cases with him and comes to 
a settlement, and in most cases they 
are satisfied with what has been done 
by the appellate authority.

Shri Naushir Bharucha: Not satisfi
ed; but the cost of further litigation 
comes to more than the assessment 
itself.

Dr. B. Gopala Reddi: What about
Delhi, Punjab and other States? It 
may be so for Kerala and Madras, 
but people who are roundabout Delhi 
also can come up. They are not com* 
ing up. If you see the appeals from 
States such as Punjab, Uttar Pradesh, 
Delhi or Rajasthan, they are not very 
many. As I said, two per cent of the 
appeals went to the Board and that 
shows that our officers are lenient, 
generous, and that they understand 
the difficulties of the assessees, and 
are trying to take a sympathetic view 
of things. If we merely give it to a 
law officer or a judicial officer, he 
will only go by the letter of the law 
and he would not care to what is 
happening to you and would say, 
“Under the law I am helpless. I am 
giving this judgment. You go to the 
Supreme Court if you like.” That is 
not the attitude which the adminis
trative officer takes. Therefore, let us 
not decry the administrative officers 
and extol only the judicial officers. 
After all, judicial officers also can 
take sometimes an erroneous view 
and they also may be sometimes hard. 
Of course, we are arranging for the 
appeals also to come to tribunals. 
Previously, they came straight to the 
Central Board of Revenue—only one 
appeal. But now, there is the Appel
late Controller. If the party is aggri
eved again, he can go to the tribunal
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and any legal point he can go to 
the High Court or the Supreme Court, 
etc. So, all these processes are there.

It is so even in other countries. 1  
have just now seen that in England 
and other countries, where they have 
got a large amount of experience
about this direct taxation, the
first appeals and even second appeals 
always come to administrative officers 
and not to the law officers. In 
Australia, Canada, the United 
Kingdom and other countries, 
and even in the United States of 
America, the appeal is only to the ad
ministrative officers and not to the 
judicial officers So, the Appel
late Commissioners and Income-
tax Officers cannot be under 
the tribunal Once they go there, the 
chances of promotion may not be 
there. It is a blind alley as it were. 
What is the promotion they can look 
forward to? And the tribunals are 
only about six or seven, and they 
would not be able to get any promo
tion, but here, if it is in the regular 
administrative departments, they can 
look forward to further promotions. 
So, there is nothing wrong

Shri Naushtr Bharacha: May 1
know whether it is not a fact that the 
assessing officers are required to 
make up a particular quota of reve
nue from a particular circle or ward?

Dr. B. Gopala Reddi: They them
selves send it up. It is not as though 
the Central Board of Revenue asks 
them, “You Collect Rs. 5 crores or 
Rs. 7 crores” . At the time of the 
budget, they themselves say that we 
are likely to reach such and such 

.figure—the Commissioners them
selves say it, and they are also totall
ed up in the Central Board of Reve
nue. It is not as though the 
Central Board of Revenue is ask
ing them, "collect Rs. 4 crores or so 
willy nilly” . It is not a fact. You can

ask any Commissioner. They them
selves send it at the time of the bud
get. It is just andaz, just an estimate. 
They try to keep up to the estimate, 
but like all other departments, they 
also have a little target. They put 
two per cent or one per cent over last 
year’s figure, because there is an 
increase in the amount of wealth in 
the country. It is not fair to the 
Board or to the Government to say 
that every Commissioner and 
Income-tax Officer and every Ins
pecting Assistant Commissioner is 
being given a target, that he must 
keep up to it and that otherwise he 
is punished. I do not think anybody 
has been punished simply because he 
did not keep to the target, any Com
missioner or any Income-tax Officer. 
But that is the impression abroad 
that the Board is trying to give tar
gets and then trying to punish people 
if they do not reach the target, etc.

Shri M. R. Masani: The impression 
is that they are not promoted.

Dr. B Gopala Reddi: That is no* 
a fact. I do not think anybody is car
ried away by any prejudice simply 
because the Appellate Assistant Com
missioner allows an appeal or two. 
The Commissioners themselves allow 
appeals or the Central Board of Reve
nue allows appeals. There are many 
cases where they negotiate and 
understand the difficulties, and give 
instalments. All that sympathetic 
attitude can be taken only by admin
istrative officers and not by judicial 
officers. The judicial officers are con
fined to a limited sphere and they 
have to interpret the law as it is and 
they cannot go into the other cir
cumstances that are attached to the 
assessments.

Therefore, on the whole, I am 
happy that the amending legislation 
has been received quite well in the 
Select Committee and on the floor of 
the House and I am really thankful 
to all the hon. Members for the gen
eral support they gave to it. The other 
administrative matters, of course, can
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certainly be looked into whenever 
they are brought to the notice o f the 
Board or the Government. I am un
able to give a specific assurance 
about the Hindu joint family, etc. 
Whenever there are difficulties, of 
course, they can be looked into, but 
more than that, I am unable to say 
in what manner we are going to help 
them.

Shri Pnbhkt Kar: That assurance
is enough.

Dr. B. Gopala Reddi: It is not
enough, but there it is. I commend the 
amending legislation to the House.

Shri Jadhav: One point. What will 
be the effect of this Bill on the joint 
family, in respect of stridhan of the 
joint family?

Dr. B. Gopala Reddi: It is kept
separate. But when she dies of course 
it will attract.

Shri Jadhav: How can it attract?
Dr. B. Gopala Reddi: Not when

the husband dies, but when she dies, 
it would attract.

Mr. Deputy-Speaker: He ought to
be more concerned about the share 
o f the other co-parcener. The ques
tion is:

“That the Bill further to amend 
the Estate Duty Act, 1953, as 
reported by the Select Committee 
be taken into consideration” .

The motion was adopted.
Mr. Deputy-Speaker: We shall now 

proceed to the clause-by-clause con
sideration. The question is:

"That clause 2 stand part of 
the Bill.”

The motion was adopted.

Clause 2 was added to the Bill.

(Amendment of section 4)
Pandit Thakur Das Bhargava: I

beg to move:

Page 2, line 35, add at the end—
"and the Appellate Controllers 

shall not be subject to the Board 
in the matter of their transfers, 
promotions and other conditions 
o f service” .
I already know the fate of this 

amendment, as 1 said yesterday.
Mr. Deputy-Speaker: Why should

the hon. Member argue in frustration?
Pandit Thakur Das Bhargava:

I gave that reason yesterday also. I 
am not going to leave it, because 
according to me, the income-tax law 
of this country is not according to our 
Constitution. In article 50, the prin
ciple of separation of executive from 
judiciary has been accepted. If there 
is any department in which this sepa
ration should have been done long ago 
or could have been done easily, it 
is this department. Whereas the 
Government is doing something in 
other departments, I feel no indication 
whatsoever that this principle is being 
adopted in this department. As I 
have already submitted, it is much 
more necessary in this department.

So far as the income-tax department 
is concerned, in all other countries 
and in our country also, it is very diffi
cult to have a reform of this kind in 
the initial stages. We cannot have an 
income-tax judicial officer, because 
the income-tax officer himself is the 
person who makes the investigation. 
He is the person who finds out the 
income by investigation and again he 
sits in judgment upon his own infor
mation and taxes us. We know that 
whatever has been said about the judi
cial officers or about administrative 
officers of higher ranks is not true of 
this income-tax officer. He Is not 
only less competent, but in some cases 
he is corrupt. At the same time, the 
fact that many appeals do not go up 
does not show as a matter of fact that 
people are satisfied. There may be a 
hundred and one reasons why people 
are not appealing. They may be 
under the impression that the appeals 
may not be heard rightly.



Resolution re 30 AUGUST 1958 Working o f MonopoUs- y f t e
tic Concerns

Mr. Deputy-Speaker. Would the hon 
Member like to continue on Monday’

Pandit Thakur Das Bharg&va
Just as you order, Sir

Mr. Deputy-Speaker Just as the 
hon Member pleases

Pandit Thakur Das Bhargava
I will continue on Monday

14 32 hrs

COMMITTEE ON PRIVATE MEM
BERS’ BILLS AND RESOLUTIONS

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

Sardar A S Saiga 1 (Janjgir) I 
beg to move

That this House with
the Twenty-fifth R< port of th( 
Committee on Private. M •nbiT's 
Bills and Resolutions pu cnted
to the House on the 28th August 
1958 **

Mr Deputy-Speaker The question
is

“That this House agrees with 
the Twenty-fifth Report of the 
Committee on Private Members 
Bills and Resolutions presented 
to the House on the 28th August 
1958 ”

The motion was adopted

14.33 hrs

RESOLUTION RE WORKING OF 
MONOPOLISTIC CONCERNS— 
Contd

Mr Deputy - Speake r The House
will now resume further discussion 
on the resolution moved by Shn P 
Kunhan on the 16th August 1958 re
garding the working of monopolistic 
concerns Out of 2 hours allotted for 
the discussion, 1 houT and 19 minutes

have already been taken up 41 
minutes are left for its further dis
cussion today

Shri V P Nayar (Quilon) Mr 
Deputy-Speaker, Sir, I am sorry that 
I was not present last tune when the 
House discussed this resolution But 
reading from the speeches made in 
this House, I have a feeling that the 
spirit of the resolution was not un
derstood by some hon Members 
When we have a resolution like this, 
the word ‘monopoly’ should not be 
interpreted in its literal sense I think 
it is better that we understand mono
poly m the common sense of it

I read thiough the speech of Mr B C 
Ghose and I was surprised thot 
he had taken the view that there is 
no monopoly at all m our country 
toda> If you look at the dictionar* 
meaning of the word monopoly’ pro
bably Mr Ghose is nght But from 
whit we find around us today, it is a 
f ct that in many of the commodities 
thcr< i not merely monopoly in the 
fit Id if pioduction but also monopoly 
in d i'liib ition  Nobody can deny 
todiy that the Imperial Chemical In 
dustri s has monopoly in the matte- 
> import and distribution of certan 

d\cs The Imperial Tobacco Com- 
p j i\ for example certainly has been 
considered lo be m a monopolistic 
posit on in so far as our trade m 
ciga- 1*es concerned The Associa
ted Cement Company is another 
powuful combine which, according to 
the hon Minister, Mr M M Shah, 
himself as he admitted in answer to 
a question of mine on the 14th of this 
month, controlling 52 3 per cent of 
the entire production of cement m the 
country, leaving about 25 per cent to 
the Dalmia Group

Thpn take the Indian Ox>gtn and 
Acetylene Company In i<J54 or 1955 
the British Monopoly Commission 
made an enquiry to determine the 
monopoly held bj the Bntish Oxvgon 
and Acetylene Company the parent 
companj of the Indian Oxygen and 
Acetylene Company m the matter of 
control of acetylene and oxygen m
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