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[Mr. Deputy-Speaker]
session in which they are so laid 
or the session immediately follow
ing.”

The motion was adopted.

Mr. Deputy-Speaker: The question
is:

"That clause 19, as amended, 
stand part of the Bili".

The motion was adopted.
Clause 19, as amended, w*s added to 

the Bill.

Clause 1, the Enacting Formula and 
the Title were added to the Bill.

Shri T. T. Krishnamachari: I beg
to move;

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

Mr. Deputy-Speaker: Motion mov
ed.

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

Pandit Thakur, Das Bhargava: On
the last occasion when we were dis
cussing the Wealth-tax Bill, we did 
not do justice to that Bill. On this 
occasion also the same thing has 
happened. We had discussed only 
six clauses of that Bill. When the Bill 
was brought forward we found that 
we were in a very great difficulty. 
This Bill must be passed today. 
Otherwise there would have been a 
proposal to send it to the Select Com
mittee. 1 would respectfully ask Gov
ernment to bring measures in such 
time that there may be time enough 
for the measures to be sent to the 
Select Committee. Now our hands 
•re tied. We cannot do anything. I 
am very much dissatisfied with the 
manner in which this Bill has been 
rushed through, because enough atten
tion has not been given, which was 
due to be given, to this Bill for want 
Of time. If it had been referred to 
the Select Committee, they would 
have leisurely considered the various

provisions. So, I again request th* 
Government to kindly go throu^i 
this Bill again and bring an amend
ing Bill when they consider it neces
sary. There is no use rushing through 
and passing Bills. We cannot do 
justice to these measures, if we rush 
them through like this.

Mr. Deputy-Speaker: He might
suggest that there was no time for 
reference to the Select Committee. 
But so far as the other question is 
concerned, that it is being rushed 
through, that may not be justified 
because the hon. Member himself was 
a member of the Business Advisory 
Committee.

Pandit Thakur Das Bhargava: We
t>lways find that after the Business 
Advisory Committee has fixed the 
time than whenever more time is re
quired to be devoted and the Chairman 
feels that it is necessary to put more 
time then necessiry more time is de
voted to it If you guillotine Bills 
like this at the end of six clauses, I 
do not know whether justice can be 
dono to those measures and the House 
can be said to have discharged its 
duty properly.

Mr. Deputy-Speaker: There was no 
guillotine today at least.

The question is:

"That the Bill, as amended, be 
passed”

The motion was adopted.

EXPENDITURE-TAX BILL
Mr. Depttty-Speaker: The House

will now take up the Expenditure-tax 
Bill, 1957 for which 10 hours hava 
been allotted. As the House is aware,
4 hours have been, allotted for the 
general discussion, S hours for clauae 
by clause consideration and one hour 

t for the third reading stage.
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The time-limit for speeches will, os 
usual, be 15 minutes for the members 
sod  88 to 80 minutes if necessary, lor 
Leaders of Groups.

The Min tutor of Finance (Shri T. T. . 
rrM im iw h a H ) • i beg to move:*

"That the Bill to provide for the 
levy of a tax on expenditure, as 
reported by the Select Committee, 
be taken into consideration.”
As the House is aware, the BiU 

was introduced on the 15th of May 
1957. After the general discussion, it 
was referred to a Select Committee 
consisting of 35 members on 17th 
July, 1957. The Committee has sub
mitted its report on this Bill to this 
hon. House on the 26th of August.

This is the first tax of this kind 
anywhere in the modem world. The 
Select Committee considered care
fully the general principles which 
should govern a tax of this nature 
and then examined the Bill clause 
by clause. The Committee considered 
the various points raised by the 
Members of the House during the 
general discussion of the Budget as 
well on the motion for reference to 
Select Committee. The observations 
of the Committee with regard to the 
principal changes proposed have been 
detailed by them in the report. The 
Committee have recommended a 
number of amendments to the origi
nal provisions, both of a substantative 
and procedural nature. Copies of 
the Bill are in the hands of the hon. 
Members of this House. On the 
whole, the Committee have approved 
of the objective of the tax which is 
to check inter alia personal expendi
ture and to encourage savings. They 
have also approved the scheme of the 
tax which is to charge all expendi
ture of a personal nature irrespective 
o f the source from which it is met, 
whether from current income or past 
savings or from any other source

The substantive changes recommen
ded by the committee are in regard 
to clauses 3, 4, 5, and 6 . I shall deal 
wit^r these in some detail.

The amendment* suggested to the 
other clauses are mostly of a proce
dural nature, and follow the pattern 
of the corresponding clauses in tha 
Wealth Tax BilL

As the House is aware, the. proviso 
to clause 3 in the original Bill provi
ded that no expenditure tax would 
be payable if the total income under 
the income-tax did not exceed 
Rs. 60.000. The House will recall 
that at the time of referring the BUI 
to the Select Committee I had sug
gested that they might consider whe
ther the proviso should be changed or 
dropped. The obvious reason for 
this is that the criterion of income 
has no relation to tax on expenditure. 
The Committee have given careful 
consideration to this provision and 
have finally come to the conclusion 
that in the initial stages of the word
ing of a new measure like this, a pro
vision ol this kind is necessary to pre
vent harassment of assessees and to 
make the administration of the Act 
somewhat easier. They felt, how
ever, that no distinction was necessary 
between income liable to income-tax 
and that which is not so liable. They 
were of the opinion that the criterion 
should be not the taxable income as 
understood in the context of the In
come-tax Act, but income or accruals 
from all sources including receipts of 
a casual and non-recurring nature. 
Accordingly, the Committee have re
commended that the proviso should 
be so amended as to restrict the 
levy of expenditure tax to such per
sons whose net income, that is incom* 
after taxation, from all sources during 
the relevant previous (year exceeds 
Rs. 36,000. To remove any doubts 
that may arise, a new sub-clause has 
also been introduced to make it clear 
that no expenditure which has been 
taxed in any one year on the basts 
of accrued liability is taxed again 
in a subsequent year when the liabili
ty is actually discharged by cash pay
ment or otherwise.

The existing clause 4 hag been re
cast by the Committee and subdivided 
into two clauses. Sub-clause (1) la

•Moved with the recommendation of the President.
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[Shri T. T. Krishna ma chari] 
almost the same as the original clause 
excepting that it has iurther provi
ded that only such expenditure in
curred by others for the benefit of the 
assessee >as is in excess of Es. 5,000 
shall be included in computing the 
taxable expenditure of the assessee. 
The provisions will ensure that the 
tax authorities are not unduly meti
culous about comparatively small 
amounts spent by others but at the 
same time it will ensure that in cases 
where such expenditure adds up to a 
sizable sum, it is not ignored. The 
“Explanation” to the clause clarifies 
that any expenditure of a trivial or 
inconsequential nature or by way of 
customary hospitality, say, the accep
tance of a dinner or lunch is not in
cluded in the taxable expenditure of 
the person accepting it

The new sub-clause (ii) as recom
mended by the Select Committee pro 
vides that expenditure incurred by 
one’s wife or children from out of the 
gifts or trusts created by the assessee 
is included in his taxable expendi'urp. 
To some extent this is already covered 
by sub-clause 4(i) but the Commi
ttee felt that a further -extension is 
necessary as a measure of abundant 
caution.

^The original clause 5 exempted cer
tain kinds of expenditure from the 
purview of the tax. The Committee 
felt that the list of items detailed in 
the original clause should be expan
ded to cover expenditure of various 
kinds which are of a somewhat im
personal nature, and should not, 
therefore, be taxed. They are Items 
relating to matters like expenditure 
on the purchase of products of cot
tage industries, payment of premia 
on educational and marriage insur
ance policies, purchase and mainten
ance -of livestock, expenditure for any 
public purpose of a religious or chari
table nature, certain types of enter
tainment allowances, expenditure out 
of Privy Purses in certain cases and 
election expenses to the extent they 
«re allowed in law. It will be recalled 
that during the earlier discussions in

this House, Members had suggested
one or the other of these exemptions. 
Expenditure incurred outside India by- 
non-resident non-Indian nationals 
from any source has also been recom
mended for exemption by the Com
mittee, as also similar expenditure in
curred from sources outside India 
by Indian nationals, who are not resi
dent or who are not “ordinarily resi
dent” in India. This is necessary to 
obviate hardship to Indian nationals 
living abroad and visiting India occa
sionally.

Clause 6 provides for deductions 
which are to be made in computing 
the taxable expenditure of an asses
see. Sub-clauses (a), (b) and (c) of 
the original clause have been retained 
with certain minor modifications* 
and the main change is really in sub- 
clausc (h) which prescribes the basic 
allowance. Members will recall that 
the corresponding sub-clause in the 
original Bill provided a basic al'ow- 
ance of Rs. 24,000 to every assessee 
with a further allowance, if claimed, 
of Rs. 5,000 in respect of pach depen
dant, there being no ceiling on the 
total basic allowance admissible to 
an assessee Under the scheme of the 
new clause as recommended by th# 
Select Committee, an individual is to 
be allowed a basic allowance of 
Rs. 30,000 and in the case of a Hindi* 
undivided family the basic allowance' 
will be Rs. 30,000 for the Karta, his 
wife and children, plus Rs 3,000 for 
every additional coparcener, limited 
to a ceiling of Rs. 60,000 for the fami
ly as a whole. Consistently with the 
recommendation for limiting the 
basic allowance, the Committee consi
dered it necessary to allow deductions 
in respect of certain types of obliga
tory or quasi-obligatory expenditure 
incurred by the assessee such as ex
penditure lawfully incurred in res
pect of civil or criminal proceeding* 
to which the assessee is a party, medi
cal expenses for any member of the- 
family including the assessee’s parents, 
expenditure on the education of child
ren abroad. In order that these con
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cessions are not abused, tb« Co n *  
mittee have recommended certain 
limits, e.g. Rs. 5,000 for medical ex
penses and Rs. 8,000 for educational 
expenses abroad. Provision has also 
been made by the Select Committee 
for the deduction of expenditure in
curred on one’s parents subject to a 
limit of Rs. 4,000 per year.

It will be remembered that during 
the earlier discussion, some Members, 
1 believe Pandit Thakur Das Bhar
gava and Shri Shree Narayan Das, 
had pointed out the need for mak
ing such a provision. The Committee 
felt that expenditure incurred outside 
India by persons who are not citizens 
of India but arc resident in India 
should be allowed to be deducted, sub
ject to a limit of Rs. 10,000. The 
Committee also felt that, Expenditure 
Tax being a new levy, persons who 
have been accustomed to a high stan
dard of living in the past should be 
allowed some time to adjust them
selves to the new standards. The 
Committee have, therefore, recom
mended that an option be given to 
such persons to claim an allowence 
equal to 75 per ccnt of the average- 
annual expenditure of the last three 
years or Rs. 75,000 whichever is less, 
but tho^e who claim the higher allow
ance under this sub-clause will not 
be allowed any other deductions, say, 
for medical expenses or educational 
expenses of children or legal expen
ses admissible under the other sub
clauses. I may also add that a pro
vision for the gradual lowering of this 
limit of Rs. 75.000 to the normal 
allowances admissible has been made.

Another point that was brought to 
the notice of the Committee was in 
respect of the taxes paid by an asses- 
&ee in a foreign country, and the 
Committee have proposed a new sub
clause to provide for the deduction 
of such taxes.

I have explained at some length the 
more important changes made by the 
Select Committee. The amendments 
proposed to the remaining clauses are

of a procedural nature. As I have 
already stated, these clauses follow  
closely the corresponding clauses in 
he Wealth. Tax Bill which hat since

been accepted by the House. I would, 
however, like to draw the attention 
of the House to the new clause 20 
recommended by the Select Com
mittee providing for the settlement 
by the Central Government of the 
Expenditure Tax payable in the case 
of ex-Rulers. The Committee felt 
that having in view the concession 
allowed under clause 5(q), it will be 
difficult to administer the Act in these 
cases without a provision of this na
ture. Hence they have suggested this 
new clause.

The Expenditure Tax being a new 
measure, doubts have been expressed 
here and elsewhere as to the feasibi
lity of administering such a tax. The 
Select Committee have, therefore, 
been particularly anxious to see that 
the administrative difficulties are re
duced to the minimum and the measure 
as a whole emerges, in a workable 
form. At the same time, they have 
been careful to ensure that individual 
hardships are reduced to the minimum 
possible, particularly as this measure, 
more than any other tax, is capab.e 
of leading to harassment or what is 
considered as harassment by people 
who are in authority. There may be 
differences of opinion about a parti
cular concession here or there, but 
by and large, the Bill, as it has emer
ged from the Select Committee, is a 
good compromise between divergent 
opinions.

Regarding the estimates of yield 
from this tax, hon. Members have 
repeatedly asked me to hazard an 
estimates I have not quoted Prof. 
Kaldor so far, though he has been oft 
auoted by several Members. But I 
will quote him now and point out 
that even he has refused to hazard a 
guess. In fact, in his report on page 
47, he has stated:

“It is however, impossible in
this case to make even a rough
guess of the magnitude of the
probable yield” .
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[Shri T. T. Kriahnamachari]
The basic difficulty in this cu e  is 

that we cannot be sure even to what 
extent personal expenditure will be 
reduced as a result of this measure 
If that could be done, then we can 
envisage the income. Unlike income 
and wealth which everyone likes to 
have in as large a measure as possible, 
a normal person would like to reduce 
his expenditure, if he could possibly 
do so without suffering much incon
venience.

Then there is the growing tendency 
to pass on one’s expenditure to some
body else to the extent that it can be 
done. As hon. Members are aware, 
this line of demarcation between per
sonal expenditure and business ex
penditure is a very thin one It is so 
not only in this country but it is also 
so abroad, and in certain countries, the 
term ‘expense account' has come to 
have a special significance. Apart 
from this, the very introduction of this 
measure and the comparatively high 
rates of taxes proposed will compel 
a person coming within the scope of 
this tax to restrict his expenditure 
aa much as he can. We cannot pos
sibly estimate th&effect of this factor, 
but I will say that I will not be sorry 
if the revenue fro m  this measure is 
not as large as it is expected. I will 
not be sorry even if it becomes nil. 
Then the purpose of this Bill would 
be served because to the extent the 
revenue from this measure is less, to 
that extent it would have fulfilled ita 
primary objectives of putting an eff
ective check on personal expenditure 
and diverting the surplus towards 
savings and productive investment 
so necessary in the circumstances in 
which we are placed today.

So much has been mentioned about 
the novelty of this measure, and I 
have been told that I have copied 
Prof. Kaldor, who has no experience 
ot this country. Sometimes I have 
been accused that I have not copied 
him fully, though he can take no ad
ministrative responsibility for anything 
that is being done. I would there

fore want to do something which )
usually do not do, namely, to quota! 
and I cannot do better than Quota 
Kautilya. While enumerating the 
duties of a revenue collector, he says, 
(it is in Shyama Sastry’e book, page 
15t», chapter 35—Duties of revenue 
collectors):

“He shall also keep an account ot 
the number of young and old men 
that reside in each house, their his
tory (charitra) , occupation (aaji- 
vika), income (aaya) and expendi
ture (ryav)” .

Then he goes on to say that they 
should also ascertain the total number 
of men and beasts as well as the 
amount of income and expeadttwt 
of each family.

I am glad that Kautilya had thought 
of this, though we are recapturing his 
imagination in the year 1957 for the 
purpose of taxing.

Shri Narayanankutty Menon (Mu- 
kandapuram): We are not counting 
the animals.

Mr. Deputy-Speaker: By and large, 
we have to go slowly.

Shri T. T. Krishnamaclutri: The
hon. Member there has made me a 
beast of burden and, therefore, we
have to count

There is also a special provision 
in this book for agents of the Collec
tor-General who are deputed for 
checking the validity of these accounts 
of the village and district offices. 
After verifying the area, type of pro
duce, right of ownership etc., it says:

“they shall also ascertain the 
total number of men and beasts as 
well as the amount of income and 
expenditure of each family".

The tax collectors checking expen
diture of families is therefore 
not much of a sin that has been fol
lowed by an unfortunate Finance
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Minister; something had'been thought 
erf even in the old days by Kautilya. 
That provides me with some staunch 
justification. 1 know in this House 
quotations at this nature have been 
rather popular, and that is why I 
ventured on one myself. I hope the 
House will after consideration, 
approve of the Bill in the form in 
which it has been presented by the 
Select Committee.

Shri H. N. Mukerjec (Calcutta-Cen
tral): Mr. Deputy-Speaker, Sir,
when at an earlier stage of the pro
ceedings on this Bill before reference 
to Select Committee I took part in the 
discussion, I had some hope that per
haps the Select Committee, mindful 
of its responsibility in regard to a 
Bill of this description, would improve 
upon its provisions. I regret to have 
to say, with great respect, that the 
Bill comes back to us from the Select 
Committee in very much worse shape 
than it had been sent by the House. 
This has actually given a handle to 
those among us who do not want this 
Bill at all, and they have actually 
made the suggestion that the Bill 
should be dropped.

My hon. friend, the Maharaja of 
Bikaner, has appended a note of dis
sent in which he says that it should 
not be added to the Statute-book of 
India. I am sorry that this handle 
has been given and I say that in 
spite of certain deficiencies, we have 
to go ahead with this Bill. But theic 
is no doubt about it that this Bill, as 
it has come back to us from th* 
Select Committee, bristles with so 
many deficiencies that sometimes 
some of us have felt like saying that 
perhaps it was better to drop it. But 
I do not say it because something 1 la 
this ought to be put on our Statute- 
book.

Our friends who have appended 
notes of dissent have referred to ihe 
factor of what they call harassment. 
This question of harassment must 
have been raised in very acute Xcrm 
when the income tax, for example, 
■was first instituted. This harassment

argument is bound to recur from time 
to lime. But on this occasion, som* 
of those among our Members who 
have appended notes of dissent, have 
almost become lyrical in their attack 
on harassment. One Member, for 
whom I have great respect says that 
this Bill is to be ‘a parent of harass
ment’ . Another says that there is an 
element of 'inquisition' about the 
whole proceeding. Anyhow, I am 
sure in these days when the country 
has made up its mind about a socia
list pattern of society, we need not 
worry much about these abso
lutely outdated arguments koout 
harassment and the inquisitorial as
pect of legislation of this sort. A 
certain amount of inquisitorial activity 
is absolutely necessary if we are go
ing to have the State undertake pro
jects essential for the sake of the 
country. I find my hon. friend, Shri 
M. R. Masam, making a note on this 
point and I am sure we shall hear » 
diatribe about the inquisitorial pro
pensities of the modem State, with 
particular reference to certain coun
tries for whom he has developed a 
peculiar allergy. He will give us a 
great deal of very interesting material, 
but I am sure that when we hav» 
made up our mind about having • 
socialist pattern of society and wher> 
the State is the only instrumentality 
that we have in order to achieve that 
pattern, we have got to put sap with 
a certain amount of harassment; but 
we have only to make sure that that 
harassment is minimised as much as 
it can be and we have only to make 
sure that whatever little harassment 
happens Comes to be borne by the 
presently fortunate members of socie
ty.

Sir, I would also like to say that, 
by and large, the clauses which are 
likely to be affected have made such 
a fine art of evasion, and they would 
have a little more practice in regard 
to that business so that we need not 
really worry very much on their 
score. As a matter of fact, Sir, I dis
covered in a British Judgement in 
1920 an obiter by a Judge called Lord 
Clyde in a case called Ayrshire Pul- 
man Motor Service vs. IRC 1920. He
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[Sru'i H. N. Mukerjee] 
said in his judgment: "No man ih this 
country" —England—"is in the smal
lest obligation, moral or other, 00 to 
arrange his legal relations to his busi
ness or to his property as to enable 
the inland revenue to put the largest 
possible shovel into his stores.” Here 
I find a judicial pronouncement on the 
fundamental right to evade taxes and 
to take shelter under legal sophistries 
and accounting tricks. My friends 
over there have access to all these 
legal sophistries and accounting tricks 
in such a way that we need not really 
shed too many tears for the attitude 
which they are expressing in their 
notes of dissent.

This Bill has two major objects. 
One is to curtail conspicuous expen
diture, and the other is to increase 
savings. Conspicuous consumption, if 
it is un-redeemed by the graces of 
good living is not only vulgar, it i3 
also a kind of demoralising factor as 
far as the life of the country and its 
economy is concerned. Therefore, 
we do not want conspicuous consum
ption, which is another name for vul
garity and another name for the con
tinuation of disparities in our economy, 
which we are not going to tolerate.

The second object is increased sav
ings. My fear is that this Bill as for
mulated will not accomplish this twin 
objective. The objectives are all 
right. But they could have been 
achieved, perhaps, better if we had 
gone ahead a little more courageou
sly. After all, the Finance Minister 
has shown a great deal of courage in 
putting forward this kind of sugges
tion, because after all this Bill Is al
most unique in the history of legisla
tion in the kind of country with which 
we are familiar. So, he has shown a 
certain amount of commendable 
courage. I wish he had taken courage 
in both hands and gone further ahead 
in stopping the whittling down of the 
original provisions and helping the im
provement of certain of these provi
sions.

It has been said that there is no 
theoretic justification for the Unking 
up of liablity to pay a tax on expen
diture with the income of an indivi
dual. Actually, Professor Kaldor ha* 

'pointed out in his report how it is 
sometimes much easier to catch a 
man who is spending conspicuously. It 
is not so easy for a man who has been 
spending conspicuously to give in his 
return figures which are fantastically 
out of relation to the actual sum which 
he has spent. But, in the case of in
come tax, Kaldor points out, all kinds 
of statements are made. Even if the 
Finance Minister requires these state
ments to be made on oath they would 
continue to be made, which have not 
the slightest relation to truth.

There is some point in saying that 
we should try to catch the thief when 
he is trying to deprive the country of 
its legitimate dues when we have an 
expenditure tax. But perhaps, it is 
necessary in our present state of things 
to have a kind of criterion which can 
only be the income tax criterion in 
order to spread our net as wide as we 
ought to and, therefore, there should 
bo some kind of income tax limitation 
which we should agree to.

In regard to this there have been 
differences in the Select Committee. 
Our friends Shri Menon and Shri 
Prabhat Kar have suggested that we 
should have this tax entirely on ex
penditure irrespective of whatever 
incomes these people might have 
made, and a ’ compromise has been 
suggested by my friends Shri Blmal 
Ghose and Shri Khadilkar who have 
proposed that we should have as a 
criterion Rs. 24,000 as net income from 
all sources.

Now, for myself I am not happy 
about this figure. I personally would 
have suggested a lower figure. I un
derstand in the Select Committee the 
figure of Rs. 18,000 had also been 
seriously discussed. As I said I am 
not happy about this figure of Rs. 
24,000 mvself. but as I am interested in 
making this Bill as good as it possibly
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can be made, I  urge the House v u j  
seriously to consider this matter care* 
fully and to bring down the figure 
which has been promulgated by the 
Finance Minister as a result of the 
deliberations of the Select Committee.

I would like also to say that in view 
of the exemptions—exemptions are 
very generous—we should alter the 
basis of taxation which has been sug
gested to be on annual expenditure 
of Rs. 12,000 per assessee. This is the 
suggestion made by Shri Menon and 
Shri Prabhat Kar. And, very much 
more generously Shri Ghose and Shri 
Khadllkar have suggested an upper 
figure of Rs. 24,000. But I shall not 
suggest a specific figure now. These 
different alternatives are before the 
House. I feel that, perhaps, Shri 
Ghose and Shri Khadilkar have gone 
a little too far, but I know I shall be 
crying in the wilderness if I wish to 
press my point of view with any hope 
of its acceptance But, in any case, I 
feci that some lowering of the figure 
suggested by the Select Committee 
should be done by this House, and a 
suitable amendment of the crucial 
clause, clause No 3, is therefore cal
led for.

In clause No. 4, sub-clause (1) an 
addition has been made by the Select 
Committee which to my mind, appears 
to be rather gratuitous Clause 4 (1)
says:

" . . . .th e  following amounts 
shall be included in computing the 
expenditure of an assessee liable 
to tax under this Act, namely:—

(i) any expenditure incurred, 
whether direct!'' or indirectly by 
any person other than the asses- 
see in respect of any obligation or 
personal requirement of the as
sessee or any of his dependants 
which, but for the expenditure 
having been incurred by that 
other person, would have been in
curred by the assessee, to the ex
tent to which the amount of all 
such expenditure in the aggregate 
exceeds Rs. 5000 in any year;”

This last clause is an addition by 
the Select Committee. My point is that 
tht< expenditure envisaged in cub* 
clause (i) of clause 4 is obligatory on 
the assessee. It is expenditure which, 
but for its having been incurred by 
any other person, would have had to 
be paid by the assessee. Therefore, it 
is not expenditure which the assessee 
can legitimately shove over to another 
shoulder. I feel that this is not just 
incidental expenditure that is being 
envisaged, it is obligatory expenditure 
by the assessee. If that is so, I feel 
that the addition of the particular 
clause towards the end by the Select 
Committee is an open encouragement 
to benami transactions which are 
such a blot on our economic system 
and which in these days, when we 
try to go ahead, are being set up as 
so many hurdles in the way of our 
collecting a most necessary taxation. 
I feel, therefore, that the addition 
made by the Select Committee to this 
sub-clause should be removed.

In clause 5 I find that the exemp
tions are magnified to such an extent 
by the Select Committee that some
times one feels whether it is the idea 
of the Select Committee that only 
groccrs and tailors and, perhaps, sta
tioners’ bills should requires to be in
cluded for the purpose of computa
tion of the expenditure. I am sure 
that is not what the House wanted. 
I am sure that the Finance Minister, 
if he is serious m regard to this ex
penditure tax proposition cannot want 
it But I find that the majority In 
the Select Committee have amplified 
the exemptions.

For example, clause 5 (a) is much 
too omnibus for my taste. It says:

“any expenditure, whether in 
the nature of revenue expenditure 
or capital expenditure, incurred 
by the assessee wholly and exclusi
vely for the purpose of the busi
ness, profession, vocation or occu
pation carried on by him or for 
the purpose of earning income 
from any other source;”
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This is a little too much. Alter all, 
this kind fOt provision might be inter
preted by legal casuists in a fashion 
which would enable the person who 

■ wants to evade taxation to get away 
with it. Therefore, 1 feel that this is 
much too omnibus a clause and the 
addition made by the Select Commit
tee should be deleted. I understand 
that if it is expenditure for capital 
purposes; if it is expenditure which 
will result in production, then surely 
we are going to allow it some relief. I 
am not going to say that expenditure 
for the purposes which would bring 
about some productive results for the 
economy should come under a kind of 
penalty. I do not say that. But 1 
should not word this clause in the way 
that the Select Committee has chosen 
lit to do.
18 hrs.

Then I come to sub-clause (b). It 
saya:

“any expenditure incurred by 
the assessee, or on his behalf by 
his employer, wholly and neces
sarily in connection with the dis
charge of duties arising out of the 
assessee's employment;” .

Now, J want to point out something 
which I feel is very usually ignored. 
Personal expenditure is often covered 
up by being shown as the expenditure 
made by the company. We all remem
ber, those of us who were in the House 
in the last l-uurliament, how the 
Finance Minister-in those days, it was 
Mr. Deshmukh—said openly that he 
found that so many of our leadings 
industrialists do not seem to have 
either house of their own or cars of 
their own or any kind of amenities, 
while, as a matter of fact, we find 
them living in Babylonian luxury. 
You cannot touch them anywhere 
because there are all kinds of 
loopholee .which they utilise. What 
happens ti, I find, for example, 
under our income-tax law, the per
quisites are now taxable, but new 
dodges have" been devised and I am 
sure the Finance Minister knows all 
about i t  For example, (here is a car

aiWwance- The <yur allowance is sub
ject to taxation, but the cars are 
bought in the name of the company,, 
registered as a property of the com
pany; but they are always to be at the 
disposal of an individual and every
thing is found for them—petrol and. 
the driver and everything. Under 
these covers, perquisites are taken, 
away, so to speak, from the ambit at 
taxation.

Similarly, I find that if we say "any 
expenditure incurred by the assessee* 
or on his behalf by his employe? 
wholly and necessarily in connection 
with the discharge of duties arising, 
out of the assessee’s employment” 
then, we are leaving a loophole. I 
cannot suggeest, and of course I was 
not in the Committee, 1 cannot suggest 
any detailed modification, but I wish 
the House applies its mind to it and 
plugs the loophole, because 1 am sure 
the loophole is there. There is no 
doubt about it.

Then I come to sub-clause (e). 
This, I feel, should be confined only to 
acquisition of immovable property. It 
says:

“any expenditure incurred by 
the assessee in connection with 
the acquisition of any immovable 
property or in the construction, 
repair, maintenance or improve
ment of any immovable property 
belonging to him”.

Upto “repair and maintenance”, I 
accept, but it is to the continuation of 
these words that 1 object. What 1 feel 
is, on occasion, those who are going to 
be affected by this law, make luxurious 
additions to their residences. For 
example, I know a Member of Govern
ment who was a very successful per
son in Calcutta, and he has a residence 
which is air-conditioned. Now, I know 
people who add marble floorings to 
their houses. It is good; I do not 
object to that at all. But suppose, in 
the year of grace, 1957-58, somebody 
wants to air-condition his entire house, 
or if somebody wants marble floorings 
and if somebody wants that kind at
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ornamentation which, in the normal 
course of things he should pay for, 
then, we would like to say that if you 
are going, in your wisdom, to have 
that kind of ornamental addition to 
the residential amenities which you 
Wish to have, surely be good enough to 
pay a few rupees to the country. 
Therefore, I say that to keep these 
words, “repair, maintenance or impro
vement”—is not good. “ Improve
ment", especially, is a very, very 
omnibus kind of expression and I am 
sure lawyers would gloat over inter
pretations to the expression, I say it 
with all respect to my friend Pandit 
Thakur Das Bhargava, who, I know is 
a fighter for all good causes. But I 
know that efforts would be made by 
those who have a particular kind of 
talent to interpret things in the wrong 
way which would really detriment
ally affect the interests of the country.

Then I come to sub-clause (f). I was 
flabbergasted to fee the Select Com
mittee adding “bullion, precious stones 
or jewellery”. The sub-clause reads 
thus:

“any expenditure incurred by 
the assessee by way of investment 
in deposits, loans, shares and secu
rities, or in bullion, precious 
stones or jewellery".

I can allow exemption up to “securi
ties”—up to that limit, but they have 
chosen to add “bullion, precious ston
es or jewellery” . Even those who 
have put in notes of dissent, from the 
point of view of the right wing, have 
said, “What on earth is meant by 
this kind of thing? I cannot spend 
money for medical reasons or for the 
education of my children.” I am 
coming to that later on. But I shall 
put it from my point of view. They 
say we are not being permitted to 
spend what we should legitimately 
spend for medical reasons or for pur
poses of education, but you are per
mitting people to put their money in 
bullion, precious stones or jewellery. 
Are we living in the middle ages or 
are we trying to ape the splendour of 
ages which have gone, never to return

again? what is the point? I cannot 
understand how such a very distin
guished committee can put in an addi
tion of this sort.

In clause 5 (g), I shall object not to 
cottage industry products but to th» 
other things, to other luxury pur
chases. The clause says: “ .. . .a n y
work of art” . Well, I like it very 
much, if I can walk into the parlour 
of some of our good friends here and 
see the works of art. As a matter of 
fact, I want to go to Rajpulana and go 
to certain Maharajas’ palaces to see 
the works of art which are theje, I 
do not mind it in the least, and I do- 
not say it is anybody’s fault that one, 
accidentally, becomes an inheritor of 
works of art which were collected by 
one's forefathers. But I say this very 
strongly. If today anybody is going 
to make luxury purchases, if today 
anybody is going to buy works of art 
for his own delectation, then surely, 
apart from paying the salesmen, he 
should pay somettiing to the State. I 
do not understand why he should 
grudge this little contribution to the 
State. As a matter of fact, at one 
time, the artists required the patro
nage by the wealthy, by the feudal 
patrons of the old days, and the an
cestors of some of our friends here 
did a good job by patronising the 
artists and other people who had no 
other way of selling their work. Now, 
things have changed altogether. If 
today, I want to acquire a work of 
art, I have no right to have it for my
self and hang it in my parlour. I may 
have a very good collection already 
and I might like to add to it. Some 
people are passionate art collector*. 
Some of my friends here also are so.
I admire them very much. But they 
have no right today to go before the 

, country and say “I should be enabled 
to purchase these things which cost 
a very great deal and keep them ih my 
parlour and not pay a single pie by 
way of taxation to the State” . All 
these works of art should be in the 
national public galleries. I advise 
my friends who are inheritors to 
artistic treasures to give them over— 
everything over—to the State so that
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everybody, the public, would have a 
right to look at those things. So, 
there, I cannot allow, I cannot agree, 
to the permission given to the people 
to exempt moneys spent for purchase 
o f works of art from the orbit of 
taxation.

1 now come to sub-clause (h). I 
have some objection. The clause 
says:

“any expenditure incurred by 
the assessee by way of contribu
tion as capital to a Arm or other 
association of persons in consi
deration of a share in the profits 
o f the firm or association,”

I fear that this includes speculation 
.on the stock exchanges, and the stock 
exchange, as we know very well, 
thrives on financial manipulations. It 
is by no means a productive process; 
it is by no means a productive sector 
of the economy and if we cannot keep 
the stock exchanges' operation out 
•of the picture, I for one would not 
agree to this provision.

Then I come to clause 5(q) This 
relates to the former princes and cer
tain exemptions are being sought to 
be given to them.

Sir, I do wish to sav and I do not 
make any apology for it, that we 
know some of these princes persona
lly in this House. Some of them we 
like very much. As I said before it 
is not their fault that they were bom 
with a platinum spoon in their mouth. 
Certain considerations in regard to 
them should not be forgotten. I say 
all that I am quite willing, to exempt 
them to the extent of the maintenance 
of relatives who are dependent upon 
them, because maybe they have in- . 
herited a feudal system which at, one 
time, perhaps irrationally in our eyes, 
implied one’s having to maintain a lot 
of dependents. I certainly do not 
mind expenses for the performance 
of ceremonies. I do not really mind 
■their being given certain facilities, 
because they have to keep up certain 
appearances. Unfortunately, Sir, for 
(the time being we have not expro

priated them altogether. 11 we h*d 
done so that was a different matter. 
If we had a revolution in this country 
they would have been expropriated. 
Whether that would have caused 
some unpleasantness or not is a diffe
rent proposition. But we have not 
had a revolution of that sort. There
fore, I am prepared to treat them with 
every consideration.

But 1 say at the same time that they 
have got certain advantages guaran
teed by the Constitution. They have 
got their privy purses which are not 
subject to income-tax, and, there
fore, I should go very slow, I should 
be very careful in permitting them 
any further exemptions. As a matter 
of fact, we have been asking for the 
imposition of incoroe-tax on privy 
purposes. We have been asking the 
princes to disgorge much of those, I 
do not know, bullion or gold or trea
sure of what description, which per
haps for long ages have been stowed 
away in their coffers. But since they 
did enjoy certain exemptions already 
guaranteed by the Constitution, I 
would not give them any further ex
emptions. I am prepared to treat them 
fairly and squarely. For the time be
ing the country does not want them 
to go altogether For certain reasons 
we are having an economy where 
there is a co-existence of all kinds of 
things We do have amongst us some
times persons who behave very much 
worse than many of these feudal 
exemplars, because capitalist degene
ration is perhaps of a worse type on 
account of the sophistication with 
which capitalist generation carries on 
its practices But I fee] in regard to 
the princes certain exemptions are 
being given which ought not to be 
allowed. Certain exemptions they 
are entitled to have; certain other 
exemptions they should not have.

Then, Sir, I want to refer also to 
clause 5 (1) where expenditure incur
red by the assessee in the purchase 
or maintenance of livestock is refer
red to. My hon. friend the Finance 
Minister referred to race horses in
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n | itd  to livestock. But I do not 
understand why the moneys spent in 
purchasing race horses should not be 
computed. I should think that would 
be one of the first items to be com
puted. I do not have that kind of 
feeling which certain puritans among 
us have in regard to racing. I have 
never witnessed racing. But I do not 
mind people enjoying racing; I do not 
mind it at all. But if I own a race 
horse, I must pay for it, not only to 
the man who has sold me that horse, 
but to the country, because we are 
having an expenditure tax. I have 
certain particulars which I have pas
sed on to the Finance Minister. Un
luckily for me my letters seem to hurt 
him, because I begin my letters “I 
am sorry to intrude on your tune, but 
here you are.” I have sent him some 
material about race horses. I do not 
know anything about them myself. 
But somebody in Calcutta who knows 
about the operation in Calcutta, Bom
bay, Bangalore, Poona and Madras, 
these five places, sent me a note on 
race horses. I sent it on to him say
ing, that he perhaps knows more 
than 1 do. Race horses are an asset. 
My correspondent says that as long 
as these race horses are in active ser
vice they are very valuable, but later 
when they are put out of commission 
they are sent to some stud-farms 
where also they can be transferred 
with some benefit to the transferor. 
If anybody is going to have the luxury 
of buying a race horse, surely we are 
not going to exempt him from the ex
penditure tax.

Then I come to the next clause, 
clause 6 ( 1)

Mr. Deputy-Seaker: The hon. Mem
ber has exhausted thirty minutes, and 
he has reached only clause 6, while 
there are 41 clauses and one schedule.

Shri H. N. Makerjee: I shall finish 
In five minutes.

Under sub-clause (1) of clause 6 
exemptions on medical and some other 
expenses are proposed to be given. 
Rs. 5000 is the amount proposed to 
be given for medical expenses and

Rs. 8,000 is the amount proposed to 
be given for educational expense*. A  
point has been sought to be mad* that 
this is necessitous expenditure. I have 
great respect for that argument. But. 
as a matter of fact in our country 
most people have not the advantage- 
of the most elementary medical ser
vice. Believe it or not, yesterday I 
got a letter which says that a young, 
student has been sent to Calcutta 
National Medical Institute and th*- 
doctor tells him: “recommended admis
sion in a two-rupee paying bed.”  He 
has not got the money, he writes ta 
me. Most of our people have not got. 
the money for the most elementary 
medical treatment. If somebody has 
the money to provide medical treat
ment for himself or his dependants,, 
surely he is very welcome. But if yoit 
are going to spend beyond a certain, 
limit, then surely he ought to pay to- 
the State. If you are paying Rs, 20,000' 
to doctors and to other people associat- . 
ed with the work of medical service, 
surely you can pay a certain sum to* 
the State.

Similarly in regard to education, I 
do not want people to be stopped from, 
going abroad for purposes of educa
tion. But surely if somebody can. 
spend Rs. 8,000 on a child's education 
he can pay ten per cent of it, Rs, 
800 to the State. Why should not this- 
be done? As a matter of fact when the 
working class budget is to be drawn 
up when there is a labour dis
pute and the Tribunal has to- 
decide how much money should 
be paid to the worker, then j 
it is a job to get the tribunal to agree- 
to Rs. 30 as the basic salary, and they- 
say that Rs. 30 must include provision 
for medical expenses also. We «ee- 
in the case of labouring people that- 
it is a job to get the tribunals to 
agree to 2.5 or 3 units, for the family^ 
while here we give exemptions to all 
kinds of people. Why have one kind 
of ethics for the poor and another kind 
of ethics for others. Therefore, I feel, 
that this Bill requires many changes.

'We find that there is an attempt at- 
blackmail. Here is a document pub
lished by the Forum of Free Enter
prise which points out how sine**
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"November 1956 on account of certain 
new taxes investment in companies 
has dropped. They have given tome 
figures. They may or may not be true; 
I am not concerned with that. This 
Forum of Free Enterprise obviously 
has access to very expensive paper 
and sends us all these documents, 
and it tries in a kind of way to black* 
mail us into submitting to their de
mand. We are not going to be frigh
tened by this kind of statement that 
capital investment has declined. We 
know very well that certain interests 
are trying to fight wealth tax and ex
penditure tax. If you have these 
measures, then we will hold the pistol 
at you. That is what they are trying 
to do. But the country has to go 
ahead inspite of these intimidatory 
tactics on the part of big money. It 
is because the country has declared 
war on big money, it is because the 
country has made up its mind, 
that we are all going to have 
a socialistic sector of economy, whe
ther the big moneyed interests like it 
or  not. It is for that purpose that 
•Government is making some halting 
efforts from time to time to achieve 
that desire. I am sorry that the Bill 
is not as good as it might have been. 
I do hope that the Select Committee 
had done its job a little better, but 
«ven now I have some hope that per
haps during the course of the discus
sion in the House certain changes will 
be brought about which will make 
the Bill more acceptable than it is at 
present.

Shri ML R. Masani (Ranchi-East): 
Mr. Deputy-Seaker, I suppose it will 
be -agreed that one of the tests by 
which a taxation measure should be 
judged would be that it brings in sub
stantial revenues needed for the coun
try, without an undue dislocation of 
the economic mechanism and without 
undue inroads into the liberties of the 
citizen. When I jointed the Select 

•Committee, I had an open mind about 
this particular measure I had no 
particular pre-conception whether a 
tax on expenditure as opposed to tax 
•on income was a good or bad thing. 
Having met Prof. Kaldor and appre

ciated his intelligence, I thought this 
might be an interesting experiment. 
But having listened to the evidence 
laid before the x Committee, having 
studied the Bill and its implications, 
having read the Kaldor report I have 
reluctantly been dislodged from that 
position into one of having considera
ble scepticism as to whether a tax at 
this nature passes the test which I 
suggested in the very opening sentence 
of my speech.

The Finance Minister himself has 
conceded that not only is he not in a 
position to estimate the yield, but he 
also is quite prepared for the eventu
ality that no revenue whatsoever 
may be forthcoming from this 
impost. He says that in any event, 
certain other aims will have been 
achieved, namely, to stop people from 
conspicuous waste and extravagant 
expenditure. On that point, therefore, 
we have to be clear that this tax is 
not really a necessary tax. It is not a 
a tax which brings in revenue which 
wc need. It is a speculative tax, 
which may or may not bring any 
revenue It will certainly bring 
along a certain measure of ex
penditure in the collection of the tax, 
which already has been referred to 
in the memorandum attached to the 
Bill. We will hope that the income 
will exceed that amount

On the other hand, the psychological 
dislocation that will be caused by this 
Bill is considerable. The subject of 
harassment has been referred to Prof. 
Kaldor himself, in order to guard 
against harassment, had suggested a 
formula which at least, if the Bill is 
accepted and the tax applied, is a rea
sonable one. He has calculated ex
penditure in the following formula: 
Cash and bank balances at the beg
inning of the year plus all receipts 
including gifts, bequests etc. plus 
borrowings plus sale proceeds of in
vestments minus loans made plus 
investments purchased plus cash and 
bank balances at the end of the year. 
He says that having established the 
gross expenditure during the year, 
the onus should be on the assessee to 
claim exemption for certain catego-
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rice of expenditure which are allowa
ble under his scheme. If he does not 
come forward with the claim for 
exemption, then he will be taxed for 
the whole amount , Unfortunately, 
♦>>in scheme has not been accepted by 
Government nor by the Select Com
mittee and the door is left wide open, 
therefore, for the burden of proof to 
be thrown on the assessee. He will 
have to keep a complete and detail
ed  itemised account of all expendi
ture undertaken throughout the year, 
whether by himself, or by the mem
bers of his family

Even middie-class people like our- 
.selves must shudder at the thought of 
having to prove every single item of 
expenditure including our daily 
bazaar, our odd purchases, transport, 
bus rides, and so on. Not only this 
but we should be able to prove that 
this was all the expenditure that we 
undertook We must alfeo prove a 
negative, which is almost inpossible 
to prove in law. We must prove that 
we did not spend more than Rs. 30,000 
in a year It is very difficult even 
for ordinary people to be able to 
prove that they did not do something. 
We can certainly prove what we did. 
"The least we should have to do is to 
show a complete account and say noth
ing more than this was spent. I would 
be a bold man if I put on affidavit at 
the end of the year a statement that 
I really have not spent a single anna 
more than this expenditure. We spend 
odd amounts here and there so often 
that it is impossible for us really to 
say at the end of the year that we 
can swear that nothing else was spent. 
I had no intention of going into this 
in detail, but I would not like to dis
appoint my friend, Mr. Mukerjee. I 
was not altogether surprised, though 
it comes from a gentle person like him, 
that this inquisitorial method should 
be taken so cheerfully and lightly in 
this quarter. After all, from those who 
for 30 years swallowed every misdeed 
and every crime of one dictator blin
dly and with adoration and then, when 
a second dictator came and denounced 
the first as a monster, equally cheer
fully follow him with the greatest

amount of complacency and srougneas, 
what can we expect from people TSkfi 
them? ,We certainly cannot expect 
any moral indignation at any sort at
inquisition.

I am not prepared to agree that hav
ing accepted a socialist pattern of so
ciety, this country has done anything 
like accepting the dictatorial method* 
that certain people would like to see 
enforced in this country. I do not be
lieve that the Praja Socialist Party 
or the Socialist Party of India would 
for a moment support, in the name of 
the socialist pattern of society, the in
quisitorial methods that would glad
den certain people's heart. Twentieth 
century socialists have outgrown these 
juvenile delinquencies of communist 
dictatorship If one reads the book of 
Mr Crossland, one of the finest 
flowers of the British socialist intel
ligentsia, or another book called 
Twentieth Century Socialism publish
ed by the Socialist Union, with which 
hon Members on this side are 
familiar.................

Shri Goray (Poona): Will the hund^
red flowers be allowed to grow?

Shri M. R. Masani: They would not 
be allowed to grow under Prof. 
Mukherjee's dispensation. The so
cialist pattern of society the Indian 
people are going to tolerate is a diffe
rent kind of socialist pattern, 
something ‘ which we may be 
proud of and that socialist 
pattern will not tolerate the inquisi
torial methods that the Communist

* Party and the others of that kind 
would like to be enforced in this coun
try. A socialist pattern does not, in 
the mind of our Prime Minister and 
the Government, I make bold to say, 
mean interference, beyond a certain 
legitimate measure that they might 
consider reasonable, into the private 
life and the sacredness of the perso
nality of the individual I do not for 
a moment accept this statement that 
the socialist pattern that this country 
is prepared to accept has any resem
blance to the horrors of the Soviet or 
Chinese dictatorship.
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Apart from harassment, there Is th# 

question of administrative efficiency. 
We have in this country a creaking 
machinery, a machinery, as the Fin
ance Minister admitted a few days ago 
that is unable to combat evasions, 
unable to recover crores and crores of 
rupees of public money which is 
slipping through their fingers, be
cause they have not developed their 
efficiency as they should have. He 
admitted quite frankly that we on thin 
side might preach to him about stop
ping evasion, but he is frankly un
able to do anything very much about 
it

Is this the kind of machinery which 
is now going to be asked to callect a 
tax much more hard to collect than the 
income-tax? Prof. Kaldor himself has 
described this expenditure tax as 
“administratively more difficult to 
handle than the present income-tax.” 
When our administrative machinery is 
incompetent to collect effectively the 
income-tax that is due to them, we 
•I* now saddling them, for a footling 
revenue which we hope to get, with 
the complicated administrative task 
which has to be undertaken and 
which they do not seem to be in a 
position to cope with. When machin
ery is not up to scratch m dealing 
with an administrative problem, the 
possibilities of corruption and harass*- 
ment increase, because what you can
not do in a scientific way, you are apt 
"to do by third degree methods.

When the police in our country are* 
not capable of having detecting machi
nery they should have, they beat up 
a man and extort a confession. If we 
apply that analogy, if the tax-gather
ing authorities suspect there is a leak
age somewhere, they will be driven to 
harsh methods and inquisitorial 
methods, because they have not got 
the technique by which without those 
methods, fhey can recover the tax 
that might be escaping. That is why 
very big names in the economic Arma
ment like Professor Pigou, Prcf-'ssor 
Keynes and Dr. Dalten at various 
stages rejected a tax on expenditure

or consumption as administratively 
impossible.

Another reason why I for one find
it difficult to accept this measure is  
that this is not the machinery even, 
its author, Prof. Kaldor,. has recom
mended. Prof. Kaldor is very clear in. 
his report that you cannot have a. 
substantial income-tax at a higher 
level and a substantial expenditure 
tax. He has sai<J that if you combine 
both, you get an intolerable burden o f 
taxation which will kill incentive and 
hamper production. His argument is. 
that it is much better not to tax in
come when it gets into a man’s pocket,, 
but to tax it when it goes out because 
if he puts it in investment, he is 
performing a constructive economic 
function Unfortunately, his advice 
that nothing over 7 annas in the rupee 
need be levied on income has been 
ignored We have got 85 per cent o f 
the income as the ceiling and simul
taneously, we have added to it the 
expenditure tax, flouting completely 
Prof Kaldor’s own idea that one 
should replace the other and not be 
added to the other. Therefore, this 
failure to reduce the supertax and 
income-tax proportionately makes this 
tax samething that is inequitable, 
something that, in the words of its- 
own author, would do more harm than 
good.

Now, Sit, Rs. 30,000 sounds a big 
amount when one thinks of it in the 
abstract. But, Rs. 30,000 broken down 
into monthly expenditure for a family 
of three people—because it is a family 
unit expenditure and not an individual 
one—what does it really amount to? 
What is the rupee worth today? Let 
me mention just a few indices o f 
wholesale prices that prevail as com
pared to what they were in 1939. 
Taking the year ending August 103J> 
as 100, we get 562 as the index of the 
price of rice in January, 1957; wheat 
584; tea 500; coffee 603; tobacco 809. 
These are some of the ranges of the 
rise in prices not in luxuries, but in 
the daily necessities and comforts o f 
life. If you take an alround figure-— 
because, I have selected a few items
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Dr consumption as administratively
Impossible.

Another reason why I for one find:
t difficult to accept this measure is
hat this is not the machinery even
ts author, Prof. Kaldor,. has recom-
nended. Prof. Kaldor is very dear in
.is report that you cannot have a.
ubstantial income-tax at a higher-
svel and a substantial expenditure-
IX. He has sai'i that if you combine
oth, you get an intolerable burden of
rxation which will kill incentive and
amper production. His argument is,
tat it is much better not to tax in-
irne when it gets into a man's pocket;
It to tax it when it goes out because-
'he puts it in investment, he is

Irforming a constructive economic-
nction. Unfortunately, his advice·
at nothing over 7 annas in the rupee'
ed be levied on income has been
iored, We have got 85 per cent of
! income as the ceiling and simul-
ieously, we have added to it the-
penditure tax, flouting completely
)f. Kaldor's own idea that one-
iuld replace the other and not be-
Ied to the other. Therefore, this
lure to reduce the supertax and:
me-tax proportionately makes this

I samething r that is inequitable,
nething that, in the words of its,
n author, would do more harm than,
d.
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and it is fair that I should give over-
all indices-it comes 0 this:

Food articles all put
together 392'1

Textiles

Manufactured articles

All commodities put
together

416

387'1

422:1

In other words, the rupee today QUYS
less than four annas worth of the
1939 rupee.

It is on the basis of such evidence
that Dr. Appleby has made a remark
in his report to Government on the
administrative services that an official
who draws a salary of Rs.,4000 today
is really getting no more than Rs. 750
a month in 1939 terms. On the basis
of these statistics, the best equivalent
I can give for Rs. 30,000 a year today
is a pre-war income of Rs. 500 a
month. When we talk of these very
rich people who indulge in extravag-
ance, we really are beginning to tax
people who would be drawing Rs. 500
a month and spending it on them-
selves, on their wives and children. I
ask whether that is the kind of per-
son about whom we should speak
with the animus and envy that some
people seem to do. Five hundred
rupees before' the war was a very
middle class income. It was not a
very luxurious income; nor was it one
of the highest incomes in the country.

Shri Nagi Reddy: Will these figures
apply in the case of wages of workers
also?

Shri M. R. Masani: Certainly.

Even Mahatma Gandhi, with all his
concepts of austerity, which most of
us were unable to follow in out lives,
conceded that Rs. 500 per head was a
legitimate top income for this country
despite all the disparities to which my
hon. friend referred. Now, that Rs.
!IOO per head has become Rs. 500 for
a family and we are treating as a
potential criminal, an anti-social ele-
ment one who spends Rs. 500 of pre-
war purchasing power. am mention-
ing this to show how we are losing

sight of the real purchasing power of
money and getting blinded by high
figures. We may as well say. after the
war in Germany, that a man who spent
a million marks was a black-marketer,
was living an extravagant life. The
purchasing power of one million
marks after the war was far less. Yet
it was one million. Let us consider
what money buys and let us not get
involved in high figures. Let us have
a little sympathy for the middle class
people who work hard, who want to
educate their children and who want
a little freedom to spend their money
in the way they like and ,not in the
way in which Shri H. N. Mukerjee
would like them to use their money.

I come to this point in conclusion.
The whole philosophy underlying this
Bill is wrong. It is wrong from the
point of view of the economicdevelop-
ment and prosperity of our people.
Luxury consumption in our country
is already heavily taxed. Import
duties on luxury articles are tre-
mendously heavy in this country.
On top of that, we have quanti-
tative import controls by which
certain things you cannot get at all
even if you are prepared to spend a
reasonable amount of money. Take
motor cars. We know how restricted
these luxuries are an<\how the prices
have shot up. For an ordinary car
which you could buy for Rs. 9,000 ten
years ago, you have now to give Rs.
22,000. Most brands of cars you can-
not get at all.

The present ratio of saving in this
country without these penal measures
is already high. Let me give the
figures of fixed deposits and savings
in our banks which is a very good
evidence of the rate at which those
with money are saving in our country
today. Economists have held that
time deposits and savings in banks are
a kind of residual investment which
rich people make after they have
bought their shares and securities.
They give a good idea of the trend.
The Reserve Bank has published a
publication called, 'Trends in the Pro-
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[Shri M. R. Masani] 
gress of Banking in India'. On Decem-
ber 31, 1952 the fixed deposits were 
of the order of Rs. 135 crores. At the 
same time next year, they rose to Rs. 
141 crores, in 1954 to Rs. 153 ctores, 
1955 to Rs. 174 crores, 1956 to Rs. 201:9 
crores. Savings in banks rose- · 

1952 Rs. 131 crc:>res, 
1953 Rs. 133 crores, 
1954 Rs. 140 crores, 
1955 Rs. 140 crores, 
1956 Rs. 158:4 crores. 

Here is evidence that those who 
have the wherewithal to save are in 
fact diverting their earnings and 
their capital to productive enterprise 
and productive investment by putting 
the money in the hands of the banks 
so that that money can b'e passed on 
to constructive and productive pur-
poses. When this process is spontane-
ously taking place, we are now trying 
to add a bit of harassment, a bit of 
irritation, as if a little prodding was 
necessary for poor beast of burden to 
push forward. When an animal is 
performing its function, it is a cruel, 
stupid owner who goes on hitting it. 
with a stick from behind. It seems to 
me that' the whole concept of bully-
ing people into doing what they are 
doing voluntarily today is wrong. The 
only effect will be to put people off, 
to irritate them, to make them feel 
crossgrained. If you induce that haras-
sed mentality and persecution complex 
in people, you are not going to get 
out of ·them what you wish. 

• [SHRI MOHAMMED IMAM in the Chair] 

The entire concept th~t we should 
stop the people from spending is a 
luxury which we in an under-develo~
ed country cannot afford. We want m 
this country an expanding · economy. 
We want the people to earn more and 
enjoy life more. I take it that that is 
the ultimate purpose of the Second 
Plan. But the first step towards the 
ultimate purpose is to ask the people 
to spend less and live an austere life, 
even without the modest amenities 

/ 

and comforts of life to which they are 
accustomed. This is not a process 
which will succeed. It has not suc-
ceeded in Soviet Russia. It will not 
succeed here. People like to see a 
little bit of what they are going to ~t 
in the future. If you are going to ask 
them to work hard, they want to have 
at -least one anna into rupee of the 
comfort that they are going to get in 
the future at the present time, for 
themselves and for their children. 
They are not prepared to be told that 
at the end of the Sixth Plan, may t>e, 
you may have a richer life for your 
grandchild. That is not enough, human 
psychology being what it is. What 
does this kind of tax try to do? It 
tries, in the interests of long term 
prosperity, to aggrevate poverty in 
the immediate. 

On the other hand1 what we n~ed 
in this country is more purchasmg 
power to be put into the pockets of 
the people. We want the people to 
spend the money in their pockets so 
that a bigger market can be created. 
When a bigger market is created, fresh 
employment is created. Because 
very time a man spends a rupee to 

buy something, that something has to 
be produced and a man has to be put 
on the job of producing that article. 
That is how the man who spends gets 
a more comfortable life and in doing 
so he creates more employment and 
more well being in the country. This 
is the process of an expanding economy 
which we see in the , prosperous 
countries of the world. We are trying 
to thwart this process through a false 
sense of austerity and a false sense 
of equality. 

I have no quarrel with those who 
are genuine Gandhians. I have great 
sympathy and respect for the point of 
view of those like my hon. friend Shri 
Jayaprakash Narayan or Acharya Vino-
bha Bhave who want people to live a 
simple life. They believe that happi-
ness does not come through material 
comfort or riches. That philosophy is 
a sound one for those who can practise 
it. But that is not the philosophy of 
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the present Governm-ent of India.
That is not the philosophy of the
Second Plan. The philosQEPYof the
Second Plan is a pure materialist
philosophy of saying that people be-
come happier when they sp-endmore,
when they have more food, more shel-
ter, better clothing better education
end better medical relief. That is
another kind of philosophy. I am not
quarrelling with it. A materialist
philosophy has something to say for
itself although, I believe, it is not com-

:" plete. Other values have as much
importance in making people happy
as th-eir physical comforts. But it
does not lie in the mouth of those who
have made a religion of ~economic
development, whose hearts throb
when they see the indices of steel
production going up, who measure the
country's well being by how much
steel or cement it produces, to preach
austerity, denial and loessconsumption
in the same breath. There is a mixture
of logic here which falls between the
two stools. You neither get the simple
life of Gandhiji, nor will you get the
prosperity of the United States. You
will fall right between the two stools
in trying to emulate the prosperity of
America when, at the same time, you
are trying to squeeze people, who will
not produce more unless they are
given a foretaste of the prosperity.
There is a fundamental lack of logic

, and intellectual confusion in the pre-
visions of this Bill, and it has no place
in an economy which is undeveloped
and which we want to see developed.
Gandhiji has a right to challenge us
on this, but nobody else has that right
certainly, least of all the people who
believe in the material advancement
of the country.

I was happy in this context to see
a speech by Mr. Morarji Desai, the
Minister of Commerce and Industry,
which he delivered at th-e Central
Advisory Council, while inaugurating
that body in July. I think he got hold
of the right end of the stick in that
speech. He said that a large cut in
consumption was not a possible solu-
tion to this country's problem. The

yroblem before th-e country, said he,
was to bridge the gap between pro-

duction and consumption, not nega-
tively through austerity in consump-
tion, although it was necessary and
useful, but positively through greater
production. The real and only answer
to the problem, said the Minister, lies
in greater production. That is an
emphasis with' which I wholehearted-
;y agree. But I think the Bill goes
against it. This Bill acts as a dis-
incentive to greater production. By
taking away consumption, you 'are
taking away more production, -which
this country needs. You are asking
people to work hard, take more risks
and earn more. But having earned
more a man wants to have the right to
decid-e how much to spend and how
much to save because nobody is going
to earn if you are going to tell him
in advance what he is to do with it.
When a man earns, he wants to have
the freedom to decide what to do with
his earnings. That b-eing so, this _
measure will defeat the very object,
production and greater production,
which we all desire.

So, Sir, I have very reluctantly
come to the conclusion that I, for one
cannot b-e a party to this measure at
all and, in my view in the best inter-
ests of the country, this Bill should
not be proceeded with further.

Shri Jaganatha Rao (Koraput): I
rise to support the Bill, as it has
emerged from the Select Committee.
Certain objections have been raised by
my hon. friend, Mr. Masani, regarding
the propriety of such a measure. His
main objections are administrative
difficulties and the harassment that
will be caused to people. Regarding
administrative 'difficulties envisaged
by my hon. friend, I say it is a matter
for the department to se-e. As a
matter of fact, there will be no ad-
ministrative lIlifficulties because the
officer who assesses the individual to
wealth-tax would be th-e same officer
who assesses him to'income-tax and
expenditure-tax. The whole assets of
the assessee, including income, ex-
penditure and wealth, is before him.
So. it will be all the more convenient
for him to assess correctly the income
of the individual. It will also avoid
evasion of tax. '
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[Shri Jaganatha Rao]
I

Regarding harassment, which was
referred to by iny hon, friend, there

- will be absolutely no harassment be-
cause the rindividnal knows from the
provisions of thir Bill that any ex-
penditure incurred by him over and
above Rs.30,OOO,which is allowed as'
the basic allowance (plus certain
deductions allowed to him ,under
clause 6) will come under the purview
of this Act. SO, where is the ques-
tjon of. harassment. It is open to the
individual to see that his expenditure
does not exceed Rs. 3.0,000.Then, cer-
tain deductions are also allowed. Only
when his expenditure exceeds that
limit. he will be liable to tax.·If he
crosses that mark, he will- be taxed;
if he does not cross it, he will not be
taxed. So, I feel there is no question
of harassment. It has been clearly
stated in the Bill that persons who have
a net income of Rs. 36,000and above
will come and above within the pur-
view of the Act. Strictly speaking, the
income has no relation to expenditure.
This figure has been put there so that
persons who have an income of Rs.
36,000 and above know that they
would be liable to pay tax if their
expenditure exceed the prescribed
limit. So; I feel that the grounds
adduced by my hon. friend for harass-
ment do not stand.

Then, my friend Mr. Mukerjee has
referred to the am as it has emerg-
ed from the Select Committee, and
said that the exemptions that have
been given are so large that they have
reduced the Bill to a sham. One of
the objects of the Bill is to inculcate
the habit of savings in the individuals
ISO that they will not waste their
wealth. If they do not waste their
wealth, their savings form part of the
wealth of the nation and it can be
used for productive purposes. So,
even if no tax [s realised under this
Act, it does not mean that this Act is
not doing any good to the country. If
the expenditure is curtailed because
of this Act, which deters them from
spending, then there. will be savings,
which will form part of the wealth-
of the nation. 'Further, that wealth
•\8 taxed under the Wealth-tax Act,·

So, we need not be sorry that this Bill
has failed to achieve one of the objects
mentioned by the Finance Minister,
namely, it will yield a sizeable income.

The other point raised by him is
that this Act fails to remove the dis-
parties between person and person
True. Disparties in income cannot be
removed by taxation all of a sudden.
It can be done only in course of time.
Every measure of the Government is
aimed to achieve an egalitarian socie-
ty. But it is lengthy process. It can
be done only by a long process. We
cannot progress very quickly. It is;
not possible.

Further, we cannot quickly remove
these disparities' because our society is
based on the concept of private owner-
ship of property. That is guaranteed
by the Constitution. Every person
has got a right to enjoy private pro-
perty, subject, of course, to certain
restrictions. As long as that provision
is there, we can remove the disparity
only by taxing the people. We cannot
straightway see that disparities are
removed overnight. We cannot just
say that all the wealth shall be State-
owned. This has to be done by a pro-
cess of legislation.

There is the other view expressed,
which I find from the notes of dissent,
where Mr. Masani and others say that
every person has a right to enjoy his
property and so the State cannot im-
pose a restriction because, he says, it
is a fundamental right. I respectfully
submit that is not the correct position.
Every person, of course, has the right
to enjoy his property subject to rea-
sonable restrictions under article 19.
Further, the fundamental rights en-
umerated in Part III of the Constitu-
"n are subject to taxation measures.
enumerated in Part XII of the Consti-
tution. Where a measure of taxation
is introduced, fundamental rights cer-
tainly do not arise.

We have embarked upon a Plan
which requires resources. Wherefrom:
is the money to come? Money does

,
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not fall like manna from Heaven
State has to raise the money. l
citizen has a duty to the State tc
tribute his mite. The State h
right to demand of the citizen
contribute by way of tax to the
cess of the Plan/ Therefore, m~
friend would not be right in 9
that the State cannot ask the l
to curtail their expenditure so
they would not be able to lead
they were accustomed to. Wha~
Bill intends is to curtail wastef~
penditure. All reasonable nece~~
required by a person have been
ded for. A person may be accus
to live according to a particular ~.
ard, is allowed to do so for his j
cal expenses a sum of Rs. 5,000j
lowed. He can send his child
foreign country for education.
into consideration that there are
sonsin various strata of life, reas
figures have been fixed. It is a co
mise between two extreme view
view that every person owning
should give away the wealth t,
State or that the State has the
to take it away from him, an
other view that the State has n
to take it away in any shape or
So, I would say that all the Bi
at is curtailing of wasteful ex]
ture. To that there can be no
tion from my friends.

When we have embarked u~
Plan, a certain amount of self-aB
tion is necessary. Shri Masanf
talking about the philosophy o~
Bill. The philosophy of the Bil
cording to me, is that every cit~
required to undergo a certain a
of self-denial and self-sacrifice.
is why the Finance Minister sai
I also feel that if all the people .
country, because of this Bill, fr
morrow lead an austere life,
the sense of denying to themselvi
bare necessities of lite but d
indulge in wasteful expendit
will be a step in the right diri
because they would be refo
themselves and become use:
society.

My submission is
no valid objection
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not fa ll like m in ia  b a n  H w m  The 
State has to n j i t  the mosey. Iv g y  
citizen has a duty to the State to con
tribute his mite. The State has a 
right to demand o f the citizens to 
contribute by way of tax to the suc
cess of the P lan / Therefore, my hoe. 
friend would not be right in saying 
that the State cannot u k  the people 
to curtail their expenditure so that 
they would not be able to lead a life 
they were accustomed to. What the 
Bill intends is to curtail wasteful ex
penditure. A ll reasonable necessities 
required by a person have been provi
ded for. A  person may be aocustomed 
to live according to a particular stand
ard, is allowed to do so for his medi
cal expenses a sum of Rs. 5,000 is al
lowed. He can send his child to a 
foreign country for education. Taking 
into consideration that there are per
sons in various strata of life, reasonable 
figures have been fixed. It is a compro
mise between two extreme views—the 
view that every person owning wealth 
should give away the wealth to the 
State or that the State has the right 
to take it away from him, and the 
other view that the State has no right 
to take it away in any shape or form. 
So, I would say that all the Bill aims 
at is curtailing o f wasteful expendi
ture. To that there can be no objec
tion from my friends.

When we have embarked upon a 
Plan, a certain amount of self-abnega
tion is necessary. Shri Masani was 
talking about the philosophy of the 
Bill. The philosophy of the Bill, ac
cording to me, is that every citizen is 
required to undergo a certain amount 
of self-denial and self-sacrifice. That 
is why the Finance Minister said and 
I also feel that if all the people in this 
country, because of this Bill, from to
morrow lead an austere life, not in 
the sense o f denying to themselves the 
hare necessities1 o f life but do not 
Indulge in wasteful expenditure, it 
w ill be a step in the right direction 
because they would be reforming 
themselves and become useful to 
»odfty.

H r ■ubadsteoa ig that than ean be 
* e  'vs&d objection to this Bill on

either ride, either Jraqa tte  rich or 
those who hold the other extreme 
view that there should be ho rich 
people, or no people in the 
hicocne brackets.

I shall not go into the provisions o f 
the Bill in detail, but my hon. friend 
Shri Mukerjee has raised certain 
objections stating that there is much > 
scope for evasion. 1 would say there 
is no scope for evasion because all 
steps have been taken to see that any 
person does not take advantage of the 
concessions given to him. Clause 5 
enumerates certain items of expendi
ture which do not come within the 
purview -of the Bill. Clause 6 gives 
certain items of expenditure which 
are deductable in calculating the ex
penditure.

Objection has been raised that thu 
sum of Rs. 36,000 has been fixed as 
the net income of the person to attract 
the provisions o f this Bill. As I said, 
it is not necessary to connect a per
son’s income with his expenditure, and 
this has been introduced on grounds 
o f expediency so that people with an 
income of Rs. 36,000 and above would 
come within the orbit of the tax.

I commend the Bill as it has emerg
ed from the Select Committee. I have 
given notice o f an amendment to nib- 
clause (m ) o f clause 5 which deals with 
the expenditure incurred by the a*- 
sessee for any public purpose o f a 
charitable or a religious nature in 
India. I shall deal with it in detail 
when the clause by clause discussion 
takes place.

Shri Bimal Ohose (Barrackpore): X 
also happened to be a Member o f tbto 
Select Committee, heard the evidence 
and participated in the discussion, and 
I had come just to the opposite con elu
tion to which my friend Shri Masani 
has come. I think thpt this Is a good 
Bill and that it introduces a good 
^measure, though I agree with mjr 
friend, Shri Mukesde* that It has un
fortunately been watered, down to a



1U35 ***•"<Itt***-** Btn n  AUGUST 1B89 g apm ditwre mac SOI ji£ » S

[Shri Bimal Gho**] 
considerable extent in th* Sel*ct Com
mittee.

The objection* to the Bill may be 
grouped under various heads, but th* 
main ones are that there would b* 
more harassment, that we have not 
the machinery to collect this tax and 
that it would have a disincentive effect 
and a few  others, but I may say a 
word about the philosophy of the Bill 
to which* Shri Masani referred. His 
philosophy appeared to be that we 
should create more purchasing power 
in the hands of our people so that the 
market for all sorts of consumer goods 
may grow and the people may enjoy 
fuller employment and a more com
fortable life. We have no quarrel with 
that, we all want that. He went on 
to say that he did not understand 
what a Plan was like if it meant stin
ting, if people could not spend as they 
liked. But surely everybody knows 
very well that in an under-developed 
country in the early stages of a Plan, 
there will have to be stinting. Some
body has to stint in order that the 
Plan may succeed. Further, he seems 
to fell that it will have an undesirable 
restricting effect

I turn over the pages of the Minutes 
of Dissent and I come to my friend 
Dr. Krishnaswami, and I find that he 
is o f the opinion that it "will have no 
effect whatsoever because it w ill not 
affect the common people. It w ill not 
affect the ordinary people and the 
middle classes, and therefore it w ill 
have no restricting effect or ameliora
ting effect on the inflationary process 
in the country. The two are contra
dictory opinions. Dr. Krishnaswami 
may, to a certain extent be right hut 
I would be happy if Shri Masani were 
right and this measure has a disin
flationary effect

Let us come to the question of 
harassment Any tax measure will 
mean some measure of harassment 
The question arises whether that 
should be the main ground for oppos
ing a tax measure. Income-tax itself 
causes a lot o f harassment hut I 
b*lieve nobody would propose that we

should abolish inoetw-tax. D m 
ground of harassment cannot b* th* 
only ground for opposing any parti
cular

16.59 hr*.

[Mb. Spxakxr in the Chair']

Of course, I do not deny that hnran- 
ment is a serious matter, and I hope 
that the Government w ill give du* 
consideration to it so as to see to it 
that no undue harassment takes place 
or that harassment is reduced as far 
as possible. But just because there 
may be harassment, I do not think It 
will be right for us to oppose a taxa
tion measure.

And then, -who are the people who 
w ill be harassed, and what w ill be 
their number? We have to realise 
that so far as the ordinary people are 
concerned, or even the middle classes, 
for whom it appeared Shri Masani was 
speaking, they are not at all affected 
by this Bill. I do not think that any 
middle class people would come with
in the purview of the wealth or ex
penditure tax, because I do not think 
that a middle class man has an income 
of about Rs. 2000 or Rs. 2500 per 
month. Therefore, we need not be so 
anxious to safeguard the interests of 
what'we call the middle class people. 
There may be harassment And I 
believe the number of assessees would 
total about 8000 or so and we have 
taken some care to reduce harassment 
For example, we have related it to 
income on this ground; otherwise, 
there may be undue harassment to 
many.

17 hr*.
Then about our tax machinery being 

able to bear the burden of such a tax 
measure, that is something on which 
I am not competent to say. It is for 
the hon. Minister to say whether he 
feels that he has the administrative 
machinery to carry through this tax 
measure. I believe the burden is not 
so great that the income-tax depart
ment—I believe it w ill be entrusted to
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that depai'ttfient not be enabled
to im^t ’  *»fcf th<̂

Then ire ootne to the question of 
inowrtivsa. A  lot is said about incen
tives. Wo examined this argument 
also when we were discussing wealth* 
tax. I maintain that it cannot be 
demonstrated that this tax will neces
sarily have a disincentive effect

There is one point I should like to 
place before you and that is this. 
Only recently a delegation of indus
trialists has gone abroad. That dele
gation left after these wealth and ex
penditure taxes were Introduced in 
this country. The delegation left 
before these relaxations were known 
to it  I should like to know as to what 
this delegation will tell people abroad. 
Are they going to say that private 
enterprise is doomed in India, it has 
no future and there is no incentive to 
work, and therefore, foreigners Bhould 
invest more money in this country? 
Whenever a tax measure is brought 
forward, I know that the people who 
are affected will always oppose it; 
whether it is increasing the income-tax 
or the corporation tax or any tax 
measure, those who are affected will 
oppose it. But I do not think it will 
be true to say that this measure will 
have a very serious disincentive effect.

Having disposed o f the arguments 
urged against this measure, 1 should 
like to state one or two points on 
which I differ from the measure as it 
has emerged from the Select Com* 
mittee. t feel that it has been water
ed down. There is this question of 
the income level which has been 
fixed. The limit of income liable to 
this tax has been placed at Rs. 30,000. 
My hon. friend, Shri M. R. Masani, 
has asked: why are you so much wor
ried about this Rs. 30,000 figure? It is 
only Rs. 900 per month compared to 
pre-war prices. That comparison was 
absolutely unreal Why should we 
com pand with pre-war figures today? 
What we have to consider is, what fat 
tiie position o f a parson today with 
Rs.2000 or Rs. 3500 income par month? 
Do we consider that he is a man

who goes without the pooaMttfaa at
Ufe, who has to stint himself too 
much? What is the position o f a 
man in society today who earns 
Ra. 2000 or Rs. 2500? Whatever may 
be the price level, we ar6 saying that 
the highest salary that should be paid 
Should not exceed, let us say, 2000 or 
Rs. 2500. That is the highest salary 
we are thinking about. In this con
text, we have to decide what should 
be the limit that we should fix either 
for income or for exemption in respect 
of the liability to tax. From that 
point of view, I think Rs. 2000 per 
month is a very safe figure. Rs. 2000 
is not too little. My hon, friend, Shri 
H. N. Mukerjee, felt that it was on the 
higher side. There may be some 
justification for that, but I feel that 
we should not in any case go beyond 
Rs. 2000 which will also be within ̂ he 
limit of 20 times or 25 times the lowest 
income. We have also to consider 
that I feel therefore that we shall 
amend that provision and bring down 
the figure from Rs. 30,000 to Rs. 24,000.

For the same reason, I suggested 
that persons who spend more than 
Rs. 24,000 a year should pay tax. We 
have given a lot of exemptions under 
the Bill and I maintain that those 
exemptions are very generous. Even 
with those exemptions, Rs. 2000 con
sumption per month should be consi
dered sufficient Therefore, I feel that 
it is not proper that the exemption 
limit should be placed at Rs. SO,000 
there also.

Then there is a point with regard 
to persons who have responsibilities 
and persons who have not persons 
with dependents and persons with
out Everybody has been given an 
exemption limit of Rs. 30,000. I feel 
it is not fair that a married man and 
a bachelor should have the same 
exemption lim it A  bachelor certainly 
should be quite well off with an 
exemption limit of Rs. 24,00̂ . At the 
same time, a family with dependents 
certainly would need more tor 
expenditure of the family.
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[Shri Bhaal Ghose]
Therefore, the provision w bld) 

lumps everybody in the u m t cate
gory is wrong in principle. I feel 
there should fee a distinction between 
bachelors and married people and 
people with dependents. I have sug
gested an amendment in my minute of 
dissent, namely, that the lowest exemp
tion limit should be Rs. 24,000 Rs. 3,000 
for each dependent with a maximum 
limit of Rs. 30,000. The definition of 
dependents in this Bill extends only 
to sons and daughters; it does not ex
tend to other relatives who really have 
to be supported in our joint family 
system. We were told in the Select 
Committee that it would not be possi
ble to define dependents, that if we 
extended its scope, it would bring in 
loopholes fox evasions. I was not 
really convinced by that argument 
that we could not define dependents 
in such a way as to plug evasion and 
at the same time give relief to people 
with a larger number of dependent 
members. I hope the lawyer Members 
of the House will be able to offer some 
definition of a dependent which while 
doing justice to people, and giving 
some relief to joint families will also, 
at the same time, tee to it that there 
will be no large-scale evasion.

Tnia BiU introduces a measure which 
is a very novel one. It exists in no 
other country in the world. I believe 
that is one of the things we should be 
proud o f because we are today experi
menting with a tax measure which 
would help in achieving a society that 
we desire.

We have to judge every tax measure 
by the objectives that we set before 
us. It is not at Shri Masani would 
like to say, that our objective Is that 
w « should make more wealth. Natu
rally, that may be our one objective. 
We must also increase our produc
tion. That is certainly our objective. 
Btlt, at the same time, while we are 
increasing prodection, while we are 
increasing wealth, it should also be 
our objective to tee to it that inequali
ties do not widen, do not become 
+VTWB, that we assure to everybody a 
minimum standard o f life.

Even Professor Kaldor, wtoo la 
quoted by every section of the House, 
came to the conclusion after reviewing 
our tax structure that the inequali
ties were too great, and that it was 
not good for the economy or for raia- 
lng the finances for the Second Plan.
I should like my friend Shri Masani 
to read those portions of Kaldor’s re -’ 
port, and to agree that a measure 
which has the effect of minimising 
inequalities is good and will help the 
objectives of the Second Plan. And, 
particularly, when it is also our desire 
that we achieve a socialist society 
where there should be less inequali
ties, it is all the more desirable that 
( 1 ) we should try to evolve an integ
rated tax structure which will bring 
in more revenues, (2) stop evasions 
as far as possible—I am sure that all 
these measures along with the gift tax 
when it w ill come will help to check 
evasion, and (3) reduce inequalities, 
and therefore help in the objectives 
that we have set before us.

ST*t wm (fj^rrc) :
irstor, w  firar

art #  fw rcr 
3  t r i  j  q ?  fc %  Srfl-

TPT <rcVTT >FT tfiiw
vtk c?tpt ^  W r  *?r |

| fa  t w  w  * * *  wr#
$ srcvnc tth t v n  e*n*r 
vppttv «rort %

*  i ^  f̂ nrmrzTT
$rrcr Cl* w  «.»>*< i y r  

irj ftnr nnrr *wt | f*F w r  
ftar au*r i v r  ftw  Tttft 3

WTT T̂ffTT j  ft? ^  %>|hr
*n«r?*n:^TPr%«i7^iewft 
| t TTST f

*  w *  lira* f ,
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^m ^flnR-Sw  filW »ftT aft *W -
<rtwT

1% *nfr *frt $  i *r? q w ffr r ^ -S w  
f r o  fcr % f t f lw  * $ * 1* * 1#  

aft n*ri*fe*t iivH im 1!
I *Tl#*fe $ f o  tftT

flTTW »T tfWf 51TTW <TT WTT w 4  ^
M‘i ( *TflT̂ *fe ^ f*F <11Rs<fl *?T tfir 
^  v w f  9X *rnfflt ^  *  &
1P1T !TTf t f lw  IVfti*^
v w  ^npft t  ?ft ^i4 f c
R ljftiil I f  WTCT H I W  V TI^t *f 

isr% ^ttst wt# snflf ft*
I ^ r»H  $ fa  w «iO «< ft ,

^  r<*fid»n mnc ; h r  Jt v t f ,
^ r m w v r ^ tt%r r f t
sm*IT «*JKt «nf sr f̂ *r?n  * n f^  «ftr 
i*r ̂  fr * t f  *tw  ̂  w i *  ^  ̂ f*FT 
^  f̂it ?ftr *tt *T5 ^
% hrtt ?fl»T  i^ rv V  t o ?  %  n w -  

*rm *f wrft f^T sf’t jtt fiRft a£l» & # 
«Voh Pra»i«^ *  i f * *  w  turaft i

VTTViroT, v t f  Wfr 5 ^  fv  
«fr rĵ o t^ o  ^paff <ft*r tit*  <TT
■ u w  (hp<«<. v t wifrt ^ i
W T  ^  m w  v n  '^TR % TTC% 

m f  *% ?ft ^  f t *
c r P n f  ijftrr i v t p i t  ?rnpc f v f t i  %  
viv i*i w r
«T ?f *  35T* % 3  *f«T  ̂ mpST $ %
«$ f w sn ; t o  t w  ^  *$ *
#  TPT3T *flff TTT S%, f t #  #  TPW
s^f «r j  «ftr <aft ^  jP m r
^  *r f t  w e t  f*I »r?t <̂ t % \
it wiH * w t*  ft ifsr^  m &  *rt
^  ?TT? VT tffer <5T «WT
»  faq  y iq w w ittrr W pt t  n»i*Rrr 
^ ftr f«rft fcr % ^Hrawr t  * *  
^  ^  *hfr »»^ w  w  a n  *  
ffliftw  «np I

v n m u r ,  ^  %<m #  $%  | ^ f e  
«pr ftr^p |dt | i w r ^iprr ^  | %  
w  % ?rWf ^  t o r  **r «rar <if*tr tftr 
w r r  *h% v t t  w *r f t
*n 5T|f, ^  *it i t  | \ ̂  w?
t  f o  *̂r to?  ^  *?r ftw  vt

iTPTSift ’W  s r r  • r f f  f W t  farcr l^ r r  f t f  
^  ^ i inrx vt^A
^T^-ft 5t ?T*Rfr ?ft ^  w  fŵ T 
^ f t  %  ?T T tt «PT?TT I

«ptt «rwfr ^  vrsrr | 
^  f^Rrw ^rr t 5*r w  

wr ?r *n^ns |
^ Pp f^RT J w  ^ 1  ^|qi 1 1  

f*ii*r>i*in wrt’ finr 
«rc ^  ^Itd t^ o  Tj!fo ^raff pF*|f 

^ ^  «ra«r^ ^ fv  t «a
5W*TT «ft «rtt xft
#  q fT  t  l 9X T R : f«Rft %

ftr^nii v tw d m  n w n
v m  vn^fr i ^  t o

^ f r  innc c t w  ift
3 S tv «ftT T T w r^ e# ^ ft^ r(fr  n m t  
q f  w f t  if ^
^ ^ T O T s i^ V f f f t t \o, Jt^TY 
fr  «TTT ?lfHW ^  <5t
TT& ^  fHTT Ĥ*hh-#W  
o d i  T̂ ^*l!iiij ftiJJT *lH ?ft 4 (̂1 ^  

*Ff V ? jf w
Tinrw ^r^r «v # t | i< k  «Ff *pfr
^  VfTf ^  VPPTft ?t H>Rft 1 1
im ¥ t wnnpft t f  »pfr ^  H’Rft | i 

$r^hff vt n
wcrrvr ^t fv   ̂o v r t f  %■ wnur w  t w  
l i w  Hff ?t?TT %Pft v t f ix  wt^t %r 
w ftqrt t e  %r ^  t o t

^rdf v w  * * $  | \ * 9  % 
HWTC ihft ^  frre  ̂̂ n -

* t i  « « v  I t  % M v  v<!0
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[«ffnr m  wm* ]

tr firni^fe * w  |,
**rm yiijftsfafrg «flr 

fipn^fe f in m  <jfw r | i

m W  *mpr ^
fafad ^ * 0 0  % WVRT V^OQ 

T*fr «fc ?fr V tf t # # ¥  ^W (T 
¥t t o j  ?r sr|f «ft i & m  « w r
^TftrY^oo

t̂mrr xs^r i

t t o  ^RKT fa  ?fpff Tt WT 
| Ufa; fa*T F T P f-tw  fw tfife
*fl (. 'rRTTTrT VTH *n,?l ^ I ^TF*T-
i w  m  j& t xr€ %• tp w  $ iftr w  
*% fiBT*nr « /k  m  | tftr ^  mspr
r$m |  %  f a * r  3r t w  f ^ r r  ^ r t c t , 

«fir & rttr inkr qr flra nr$ 
w^r fa*n v w tt, nr̂  *w f w  jwr 
W fT  *T5  f̂t ?TOT qw ifft^ R -tw  f**T 
« T R T I  %tt* ftnsfc fa  3WT *sft <T*o ^ O  

^ R f f  ^  ^  1WET «W ,T W *  fa H T  * f k  
V& «TSfiT V t  PP^T «fTT *T *T T ,

ynfiprT %• *m  fa  z& f  
tptvw-Zw  tnf&ar f?t f a w  m h zr 
ftrctaw forr $vr | «ftr v ^ h
,ft’ f’Rnft u tkv  ip n v r  | i Pro 
urthit % ^  ^  ^ e  % x p̂ ^  ?rw  

isx frs v t  } tx  $ iz  $  x$n  ^ rm  
W ^ t  $  f a  w t  w r fa w  £ » t t  < ftr  
w r  < tn ftw  ? t»rr * r |  m  & i * w  t o t  
^ir% fw  #  ^ t f ffcrr »wr | «fte %

W #  ^  $<nHf*l s !k  ( Paradise 
for ) # < w w r * ‘r-£Rr u w r m  % 
tW  *!T $taT m i | i

«w  <w iw ffri $tsrSfe tt «^nr 
dbont i *n^r *n f l m  * t fa  f » R  
» wt ^ * w 4 w  W  m uTw w
W t  T O T  WT, p i f k f

SBr̂ Nf (JiPih^. flipr WCRT̂  |[ 
f*F «sv : ^  ^  afv v&  ^R T  v to  |
Wf ?!ff I  vffftr SNr 5|fr I  %

ir a r t  rtf *1?  £ w  tftr
K l ?%R *T& % 3?R ?r ^  ffrc 

* f s t  it? f w  finfT fV farer 
5iw  fr n :  w fr ^  vn n r fW t 

w n  *n?m?rtSt ^ r  m  wt^it 
vit wt̂ r srflr vrnfit i t n r ^ n v n  

tt^vt j  fr  q̂ rr ?tt trrcr 
IfNft'AT ^ tft*  ^ t  m  ^ar «^T*fld~< |
farwr f% 9 W  ^  PPTT «R  3f| 3 [̂ T̂cJTT
v r  fa  'nTt ?mr *Ft imr^ft

f « T T  t  f a  ^ r  I f ^ T  W  !T ?fr«T

^Wt ? ^  ^  fa  ?fpff %
fr  ;rppfr, «fV̂  ftRRfr fa  

* s fr w n ft^ r
?rtfa % ^fWf % s m ^  

A z$ ^ f f r x ^ x  ^  ^  3mr=fft 
t fk  w  ^  ^  ’RT^fr frt w  faw ?t 
fa?HT ^tW S l̂<n, 3̂ PFT T̂BTT̂r 
en^it Tt Ĥ ) ^ I

^  ^  nrfat *tht ^><ii
t̂h5?tt $  \ $  3  ̂ nft f l w  f^ tw  JT$r w ,  

^ fr f^rrw ^r ut^t ^ f  t  « fk  w  
P̂5RT % T ^^w n T 'tw vifM K  ^  

fa f̂PT «r̂ »TT fa  ^  ^ VRT ^  *[#
fam  1 1  iprrt w  % *fjp: f^ S f t  
f p i  w  ^ Wit M  Wl*i r̂ 
f^rnr fa?nw n^lr t. «ft *ft*r « rm r  
w t̂o| v d r  f  #  oY g s  vnrr fi^n?
% &fa?r wrrera^ <iwn ?rWlf ^  ^ 
3cV fa  i i w  fi?mr ?rff f  i «n^f ?rv
^  v ift t m r f^rur ^  tmt, Pra^ 
v^  nwT ^  wn*r w f̂ ^ i m  «nm 
g  ifrc %n fw*T'$ xf* k ^r % m r

fifq ^  nrhrife ftnr | fa  f lp w
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1 wTfr «mr ths^ 
t  %  ̂  fip iw  t  ^  wwer

f t N l  * r o r i t  $  i f t  ft? f t « w  %  
m€t «f^lr W T f f  ?it ftn s f t  wjtt,
%W#I "WT piRr ^rtt 1

. w ft w lft is T Y ,n * r t r * f a P O T f t *  
Amounts to be included in taxable 

expenditure, Exemptions from expen- 
diture-tax in certain cases and Ex
clusion from taxable expenditure

«pt ftns <n*rr $ ijmfim
q v  «n^ft % 3  ^ srt

$t*TT fVcpft T P T  2v!l^«T
m «w Q P n K  3  s n ftm  ir tft  
ftsjnft t iw  uwQfiwc ?r

$ fr  w m  $
f r  vrt^ #*nvrT T^ft ^
T H %  « h r t  *prr^ *nrt aft ^ ^ p r - t * w  
*n fm $ £xt i t t  vrf^nrf ?r 
wk 3?r arcirf q r  «tt |  tfhc *  
ariHfll j  f*fr w w - %  j w i < 

5* n t * 5r q r  $  aft ft? ^ t t t  f t * n *  £ t v  
!T^f ^ « r t  * f t r  aft ^  *r$ ;n p  

'WPT^ ft» (Vm y*T % t^ T W
xv^rr w t r  v r w - i w

vr $ ft? *  ffcsw  *nro?r |
iffc  n * t f  xfn ft*  *n ro %  $  1 *r o r

ft q r iif c  %
V ^ fa ftTCRtt | »flT VTRTRTT *
fv m w  * f t  ^ f r  ifr»fV ftrcr? ^  f t f t  

^  in^ft # f f  fron r  ?r ̂ r a m  
*m |  ft? ? ? n (w -iw  f w t v t  ¥ t  < * f t

T̂5RT ^ I % *Hlv v t w - i m
%■ wit ^  gm  ssr* ^mfwv 
^ irtf msfqrft vt tvgr 9m

M  fcfts* w? i ?tcht4 w

«TflW ftaTT »HTT I

< t  * ?  ^nw r f  w  w r r  *rc *r ^  
f f a r f c r *  * T # t 3  ar$t f t r « m r  

M t g f f R r ^ f f H  * p n r a rf ftr »n n c

l * w * 4 w  *Nr % i jw r  *n? tft wta 
1*  i w  fn ^ n : ¥t «rr*Mt *?f 
y ft  i f  iwHV | Wilt* n ft ftRT
*T T̂ T t  I

'w w w i ,  ^  ^ r  wwr #  ?iff ^smr 
^nsm, f t i w  ftr fir*  *fr w m m  x w  
* f c q T | l  t  ITR^ Vt &ITT f  ftf 
wpr art f»TTTr ^ ^  ^  | f¥
W  twiarT tjvknfr % wt*r ^sr WTt 
<faj, ^  ^  ftf^r ?npT ^ r  ?nr 
^ t r t  !bt^t v k  **r& ?nff ^rit, 
TrfNr nrvfimf <r T lf  i w  ^  

f̂ ftr ^  ^*nrr *w ^ 
«?rnr ?ft r̂ wi^4Y w

^ vA <; tRTTT *FT ^ ft! 4fTO>B5̂  
'd'l̂ l VTT  ̂ T̂t ft> *PT ^ I
wtt *ifw w ^ m ii qr t w  wn^r 
t t  ^  J  1 inftrr ^ r  $ t vrr ^rro 
^ »ft?  ?ft &  ffX % 1THT a t
i(fl W  f̂RTT ^ I ^  W  VTiT Vt «nn*J 
^  firtj ^itr »r f̂ g %  ait «rra»fr *

^*r «pt W  wt?r ^  ^  ^  ftp
t  ij¥  ftj^r?H T fr^ 1 u » r  w  «f
|xRmfe ^  ?fr ^
ftwfV ^  ?rv ^  tt^ t  ft* v n  j* x  
xprrew fwprr fv  in^t %■ «thp 

v r  fnfwr | 1 «nw 
ftrfrorr m%jm  ^ n »o  

v t t  x  swTsn fVm?nr t  i 5 >nt 
fr^ r  (pfrtr m fr  *rtr M r

^ 0 0  ^  ^  wtwt 
ftmm t i i w j ^ i w ^ ' P T ^ T ^  
v n  vrnrvft | ?
w  vr ipnrr f  1 ̂ twtt u p f t  t
ftp *ftt: Tif » w  ^  ift 
tiw , ^  ft> t t t  Tirt m rr 5 ,̂ ^
WTir̂  f% WI «TT <TT Jt«® w fr *m$WTK 

( 0 0 ^
fW  wrir H, dw ̂  in f ftm

1 1 W  VT̂ *TF̂ WTX
^ r ^ n |  i A  ^ r r  

is * ® *  f



I I337 *>5P«w<ffcwr*-tax JMU #1 A W J 01 1BS7 f iv « a 4UMf»*faft JMK n q l

3T*T iXPT TRTfwJ

m m
aif?t t  fa  art fftgraM t  fa r t  fa fa w t 
iftK fir^t f a f a w  WP* fc *R  WT# ? 
«n far #  i f t r o  ^  ? f i r #  w r  
af*prr f  f a  a f  £ f a  a f f a r  a $ -  |  i 
£a? a f f a r  a t  a f  |  f a  w r r  # f&PT 
^ V t X  V T  ^  a a f t  a $  ^  aft 
a * a T&  a a a r t w a a r a T a r a  i $art 
faa ia  fafa*<R a ifa  t  | fa  a*fft
w  & (iw>
fa^T & t&fal t  'JWTT |5 fa  a f  ^ , e « «  
^  vr *Ntt 4% twt *nrr $ i fan
* ! W  ^ t  <TT*TT«ft U i « o o  f t ,  ^
^t arfaaaR $ fa  ®rf wraft 
a R  I ,  a f  a T ff %  ?rn ^ , ?n ? a r ^  w t  

t , fcfaa g^r * tf ^*«nai aff 1 1 
I #  ?R f ^v,ooo w t  fi»TCT ^  vrW fr 
ft , ^ r  v t v t f  *t$t 1 1  ?ft fa t
T O  t  W T  WT?T a t  f a

TO v t  w  fatfT aaT $  ? *p r  y n  
wr— IPIT v tt  tSRW # f w  VTffT 
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<&*T cft^r t w  T T  I W l f t R T O t  
* » f a a t f  ^ f x  * R t  *5t w  ^ n r « r  t  ?  
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w r, at i f  a f vf^ET ^  fa aiM î aa 
<pt it w  #ar a W R  *Ft faaar 
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faa ar? ^ aa^wtw mfaa* aSt 
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DISCUSSION REGARDING MEDI
CINAL PLANTS ORGANISATION 
AND UTILISATION OF CRUDE 

DRUGS

Shri V. F. Nayar (Quilon): Mr. 
Deputy-Speaker, I want to raiae three 
points:

(a) The lack of proper coord i
nation in the activities of the 
Central Government regarding the 
utilisation of crude drugs;

(b) The urgency of a compre
hensive* scheme for the use of 
Indian crude drugs to save foreign 
exchange spent on import of pro
ducts of vegetable origin; and

(c) The urgency o f carrying on 
researches to utilise the Indian 
medicinal plants.

Fortunately for us, Sir, the debate 
is to be replied by Dr. Das who has 
-the equipment to understand the • 
points and the problems. Sir, in this 
■connection it is interesting to note 
what the Pharmaceutical Enquiry 
‘Committee had to say in relation to 
the matter o f crude drugs. Here at 
page 68 of the Committee's Report 
they say:

“India abounds in medicinal plants

and more than 75 per oaat 
of the drugs ot vegetable origin 
mentioned in the British Pharma
copoeia are available in tha 
country."
Later on they go on to say—

“ This (that is, extraction of the 
active principles) w ill add to the 
economic resources of the State 
and help to meet the needs at the 
Pharmaceutical Industry.”
The other day when I put a ques

tion, i  was surprised to find from the 
answer given by the Commerce and 
Industry Minister, that this very im
portant product, namely the active 
principles of crude drugs are not be
ing produced even to a fraction o f our 
requirements. I find also from the 
answer to Question No. 85, on the 18th 
Jely, that the following are the only 
active principles extracted from  crude 
drugs in India at present. quinine, 
morphine and codeine, emetine hydro
chloride, ephednne, reserpine and 
caffe in, and most of them, except 
quinine are in very very negligible 
quantities, although it would be said 
that in addition a number of pharma
ceutical works in the country produce 
extracts and tinctures of vegetable 
drugs I shall come to that a little 
later

Then, Sir, I do not have any precise 
information about the foreign ex
change which we spend on the import 
of these alkaloids, because in the lists, 
or in the statistics of imports they are 
not maintained separately There
fore, I am unable to give the House 
an idea of the exact amount which 
we have to spend for importing these 
in the shape of foreign exchange.

All this happens because our country 
has so far had no integrated plan, no 
comprehensive scheme, for the deve
lopment of this industry which is of 
vital significance to the entire phar
maceutical industry We abound in 
plants of known medicinal value. I 
do not want to bombard the House 
with names, but from the Manual re
garding the flora and fauna o f Kerala
I have found that there are so many




